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Written by Superior Instructors for Superior Students

The content in this manual was collectively developed by Superior instructors over thousands
of hours of classroom time and with the feedback gained from thousands of students. Our
primary goal is to make you successful. We know what that takes.

Superior instructors have nearly 100,000 hours of live classroom teaching experience. We

are here to provide you with the collective benefit and value of all of that combined teaching
experience.

superiorschoolnc.com

North Carolina| »

Certain information and content in this manual has been utilized under Title 17 United States
Code §101-1332. The material is reproduced and utilized here under the fair use doctrine.
The material in this study guide was assembled purely for educational purposes. Some of the
material falls under the news or satire exceptions to U.S. Copyright law. All of the material
contained herein constitutes a transformative use of the information presented in our own
collective and unique Superior way.

© Superior School of Real Estate, April 2020
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Superior School of Real Estate

Superior School of Real Estate was founded in 2005 by Bill Gallagher.
With more than 30 years of real estate experience, he built an
S,UPE_BIQR extremely successful career in real estate through the unique
combination of education and entertainment. Graduates have
benefited from practical advice and proven strategies, presented with
an upbeat, engaging style that inspires a passion for the business and
a desire for professional excellence.

Since 2005, Superior School has grown to become the leading education provider in North
Carolina. Our school reaches more than 20,000 students per year. Each year we help more
students attain their dream of passing the North Carolina Real Estate Commission's licensing
exam than any other school in the state!

With an engaging approach using a laugh and learn style of instruction, Superior School
focuses on educating students in a way that uses real world examples and interaction to help
them retain the knowledge necessary to make successful brokers.

Superior School is proud to have more DREI instructors than any other school in the country.
DREI is the most prestigious designation an instructor can obtain. Our incredible team of
instructors have thousands of hours of classroom experience.

We are grateful you have chosen Superior School of Real Estate as your provider of
prelicensing eduction. Our promise to you is that we will do everything in our power to make
you successful, not only in passing the prelicensing exam, but as a licensed broker in the real
estate industry.
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Contributing Authors

Superior School is a collaborative collection of North Carolina’s top real estate instructors.
Each of them, whether you have them as your particular instructor or not, has contributed to
your success in this real estate course by offering continual feedback, ideas and suggestions.
Collectively, Superior School instructors have accumulated more than 100,000 hours of
classroom experience, and this course is the product of their experience, knowledge and talent.

TimTerry, Melea Steve Bruce Moyer, Dr.Sam Martin,
DREI Lemon, DREI RoBiREIon, DREI DREI

Tracy Derrin Frank Brian Rufus
Frazier Dunzweiler Fields Pate Hutchinson

John Jack Spencer Vic Knight Dawn Fellers,
Walker Marinello, DREI Clifford Prelicensing
Coordinator
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Course Syllabus, Schedule & Table of Contents

This course is organized into 20 sessions. In our day classes, your instructor will cover
approximately one session in the morning and one session in the afternoon. Our evening
instructors cover approximately one session each night. Depending on the size and ability
of the students, instructors have the latitude to alter this schedule slightly to address the
needs of a particular class. However, this syllabus, schedule, and table of contents will help
you know approximately what will be covered each day and how to best prepare for your
upcoming classes.
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Orientation:

Getting Started With a Solid Foundation

At Superior School, we have some fundamental
philosophies that have formed the core of our
educational programs for thousands of students.
Our fundamental beliefs are:

* Education ought to contribute to and foster
your success
* Our success is directly tied to the success we

help you create

* Learning should be a fun, engaging and
entertaining activity

* Creating and growing your career should be
a rewarding adventure

* We are all in this together

So WELCOME to Superior School of Real Estate. We exist to help you succeed, and you
can rely on the fact that we will do anything and everything to help you. We want you to
understand the nature of our relationship in working together. We are required to have a
student contract with you and to provide you with a copy of the School Bulletin.

) School Policies & Key Information
School Policies From the School Bulletin

* Minimum age: 18
* No formal education

* Good character
background

* Challenging course

+ NCREC requires a Who is eligible to take this course?
student contract

* Minimum age of 18
* Be a citizen of the United States (also certain non-citizen nationals and qualified aliens
under federal law)

* Possession of a Social Security number is mandatory

* No formal education required

* Good character background

* Committed student willing to succeed in a challenging course

* North Carolina Real Estate Commission (NCREC) requires a contract
o Number of hours of instruction
o Cost, times and dates of instruction
o Delivery of the Student Bulletin
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No student shall be denied admission on

A Policy of Non-Discrimination &
| the basis of age, sex, race, color, creed, :
'{J natinnail origir? or reTigious preferenc:. ACCOIandathll

f ha"dlcappi"g_md“fn °: fmm:' S5 1 We are committed to a policy of non-discrimination
Hnn . nlscnmmanon and believe strongly in a policy of equal educational
opportunities for all. If you have any special needs or

requirements, please let us know. The ADA policy is

contained in full in our School Bulletin.

Should You Leave Our Journey

Refund & Cancellation Policy

We encourage you to stay with us. You came here
because you had some vision of success, and we will
do everything to encourage and support that effort.
If, however, some circumstances keep you from

If You

remaining in the course, our full policy is contained Decide to
in the School Bulletin. If for any reason you cannot Loavaithe
complete the course, you are encouraged to talk to a Adventure

Superior School instructor or staff member.

Technology Use of Technology in the Classroom

in the Today’s world is a high-tech, integrated world. You
‘Classroom may use laptops, iPads and other technology in the
L classroom so long as you are working on course
material and not being disruptive to those around you.
We allow our instructors to create technology policies
that work for them in the classroom.

Course Schedule, Times & Attendance

This course contains a wealth of information. Our day courses take 10 days to complete, plus the
day of the test, and our evening courses take 20 nights to complete, plus the evening of the test.
Your instructor will advise you of his or her specific class dates, times and the timing of breaks.

In order to successfully meet the attendance requirement:

You cannot miss more than 7.5 cumulative hours of class time or your
instructor and Superior School will require you to reschedule your course
and you will have to retake the entire course.

Your instructor will explain to you his or her process for taking attendance, being back from
breaks and lunch and how the reporting will work in your class.
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About the Materials We Use in Class

The NCREC mandates the use of specific texts that may be
used in the teaching of the course. We use North Carolina Real North Carolina

Estate Principles and Practices, published by OnCourse Learning. RERL ESTATE

It is the book that we rely on heavily in class, and you will be PRACTICES D

responsible for reading ahead and for reviewing the material
covered in the textbook outside of class.

At the end of each chapter are Review Questions that you will
complete on your own. There are also sample problems and
specific North Carolina margin notes written by Superior ; B s

instructors. At the beginning of each chapter are Key Terms,
which pair up with the vocabulary lists in your Adventure

Guide. Many students find value in the Summary of Important
Points at the end of each chapter to assist in their studying.

79-Hour Broker The Superior Adventure Guide was custom written exclusively

lPrellcensmg Course [ R, Superior School. It is the collective work of all
of our instructors.

The Adventure Guide will help keep you on track, give you
additional practice and help keep everything organized for you
on your journey. The best ideas and methods that we have
learned from teaching past students have all been incorporated
into the Adventure Guide.

We also use the Adventure Guide tor our North Carolina
licensing approach to nearly all of the math that you need to
know to pass both the school and state examinations. We have created lots of formulas and
simple approaches to make learning the math concepts easy and simple.

How to Use the Superior Adventure Guide Effectively
* To follow along with the class lectures
* As a place for all your notes during class
* As a guide to the course
* As the study guide for learning math
* As a prep tool for the Superior School Final Exam

* As the place to practice vocabulary
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This Course Is Powered by Technology

We believe in a high-tech, high-touch approach to education. In today’s world of education,
being able to frequently assess and measure student performance is one of the keys to a
successful result. We never forget that job #1 is to prepare you in the best way possible to
take the licensing examinations with confidence and ease.

To access your online quizzes on Test Prep
* Go to Superior’s website at superiorschoolnc.com
* Log in with the username and password you created when you registered for the class

online. You will receive an email that includes your username and password. If you have
forgotten your password, you can reset it.

You will have Progress Exams and Final Exams loaded to your account

Click the “View” button to pull them up.
* Click on the name of each quiz to view and take the quiz.

* Each quiz can only be taken once, so make sure you have read the chapter and listened to
the lecture before starting.

* The quizzes are a good gauge of how well you understand each chapter.

* Quizzes will remain in your account. Although you may take each quiz only once,
you can still see them to use as a study aid.

* Click the “missed questions” button, and only the questions you missed will appear.
This makes it easier to zero in on specific material that may require more focus.
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Additional Resource You Will Find Helpful

3 SUTERIOR

Superior School website

BUILT WITH TECHNOLOGY

superiorschoolnc.com

Superior School Facebook page

COLLABORATED WITH FACEBOOK

& >
facebook.com/superiorschoolofrealestate

Superior School Material Available Online!

Access our materials online

SuperiorSchoolnc.com/superior-downloadable-pdfs/

Student study groups

FUELED BY STUDENTS
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Additional Study Materials

We learned a long time ago that all students are not equal. Students learn through different
tools and some require more tools than others. At Superior, we wanted to make certain that
everything you might need or find helpful would be right at your fingertips on the Superior
School website.

I %= You will find some amazing tools on the Superior School website
8 oy :Iﬁ under Student Resources and you will find even more under the
E‘l }: £~  link for our bookstore.

Hiking the Real Estate Trail

by Terry Wilson, DREI A Hiking the Real Estate Trail
| o i PN

Available on a thumbdrive, this resource offers a thorough g

review of the NC Real Estate Broker Prelicensing course o

and is the ideal supplement for those students who wish
to hear the material again outside of the classroom.
Features a step-by-step Closing Disclosure review,
explanations, license law review and an in-depth overview.

Your study guide for the

GUIDE TO PASSING THE
Guide to passing the PSI Real Estate Exam 8th Edition PSI

by Lawrence Sager, Dearborn REAL ESTATE EXAM

The eighth edition of this best-selling book offers the latest
and most comprehensive information available to help you
prepare for the PSI Real Estate Exam. Based on the latest
content outline, this text simulates the style, difficulty, and
content of the PSI exam and offers more questions and
answers than any other PSI exam prep book on the
market. Including three practice salesperson exams, two
practice broker exams, matching exercises in each unit,
and a self-scoring tool to chart progress, this is the most
comprehensive study guide for passing the PSI exam.
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Instructor Office Hours

We recognize that individuals learn at different paces, so we are pleased to provide you with
optional resources to give you additional help along the way and to ensure you reach your goal
of passing the course and ultimately the NCREC licensing examination.Instructors will be
available several times throughout the week to help students clarify information that was
presented in their courses. These office hours will be held online using a live streaming method
and are free for Superior prelicensing students.

Each session is one hour long. Students may attend as many sessions as they would like. In
these sessions students may ask an instructor clarifying questions, ask to expand on a subject,
or discuss topics relevant topics they are finding difficult.

* To attend office hours please go to the following web page and fill out the form
o This form will give you access to our office hours schedule and instructions
on how to attend
* https://info.superiorschoolnc.com/office-hours

Please note that these sessions will not count as class attendance or provide credit for missed
sessions.

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 15



The Superior Plan for Becoming a
Real Estate Professional in 10 Easy Steps

| Register for Superior’s 79-hour

Provisional Broker Prelicensing course
J Complete the 79-hour course
(J Pass the Superior School final examination
J Obtain your licensing pamphlet

J Obtain your background report:
Order it at NCRECCheck.com

J Submit your licensing application

J Receive your approval to take the

NC Broker Licensing exam
J Get your testing appointment

(J Pass the examination

. Affiliate with a firm (BIC)
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What You Need to Know About Exams

Although we will be doing a lot of quizzes, practice math, and Learning To Go Projects, there
are two exams in your adventure that are most important:

* The Superior School final exam

* The NCREC licensing exam

About Practice Assessments
* Live in-class assessments and reviews
* Online Exam Prep chapter quizzes
* Online Exam Prep quarterly reviews
* Online Exam Prep licensing law practice exams
* Online Exam Prep practice exams

About the Superior School Examination
* Must complete ALL course requirements FIRST
* 120 multiple choice questions
o 80 questions in national section
o 40 questions in state section
* Taken in class as a paper test on the last day
* 3.5 hours to take exam
* 75% score to pass
* One free retake if score is below 75%

About the NC Broker Licensing Exam
* Must pass the Superior School final exam FIRST d
* Administered by a national testing center, PSI p S I
* Register at psiexams.com at one of 7 state testing centers
* Exam is divided into national and state sections
o 80 national questions — need 57 correct to pass; 2 hours to complete
o 40 state questions — need 29 correct to pass; 1.5 hours to complete
* Taken electronically and graded immediately

There Is Math on Both Exams
* About 8-11 questions
* May bring a basic calculator

* Cell phone calculators prohibited
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An Overview of the Adventure Ahead

We have been studying and observing our students and adult education for a long time now.
We have learned a lot. We know that adult learners remember more and learn better through
stories and references that help put new knowledge and education into context. Along the way
on our Adventure, we will be sharing with you Superior Time Machine Adventures. These
stories are based on historical facts that have formed the evolution and creation of all the real
estate knowledge and principles you are about to learn. Here is what you need to know about
our Time Machine Adventures:

¢ Time Machine Adventures are not on the test
* You don't need to memorize the facts or dates of these segments
* They are meant to give you a better understanding during your journey with us

Annaniah Azariah’s Tale

About the Transfer of Real Estate ENTURE!
In 437 BC, Annaniah Azariah bought a home from The _ “u“ '
some folks named the Ubils. The parchment document ' Of

is today located in the Brooklyn Museum of Art and
represents the world’s oldest deed. That document

Annaniah
reflects what scholars believe was the very first private Azariah

transfer of real estate between individuals.

Although a lot has changed in 2,500 years, today we
are still exchanging the private ownership of real estate
with a single document called a deed.

We have found it helps to give students an overview of the world of real estate before we
begin our adventure together. Having a broad view of the different aspects of a transaction and
the various people who are involved with a real estate transaction will help you fit the pieces
together as we learn more about the profession. On the next page, we have laid out for you a
broad profile of the way real estate transactions fall together today.
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Real Estate Licensing
in North Carolina

NC Real Estate
Licensing

Practicing real
e estate without a
e | license is a FELONY

Review the
Pamphlet
= License

qualification
requirements

* Application process

* Examination
process

* Examination
content

After You Complete the Course
& Pass the School Final

- Complete alicense N

application

. Schedule a"d take MCREC Online Licente Application Lagin
the NC Licensing .
Exam # e s ol S Lo B s b

+ Pass the Licensing P kit
Exam ——

. Al:tivat'e your license apg;?gag&':t“ﬁ'glglh“
by affiliating with a _you have passed a_
BIC final

Character Investigation
Is Mandatory
* Mandatory criminal  [Zspssren
record check

+ Completed by time
of application
(order it soon)

* Not reviewed until
after passing test

* 60 days to request

ahearingifdenied NCRECCheck
.Com
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Real Estate Licensing in North Carolina

The Examination

Eligibility Period

* Authorizes taking
examination for 180-day
period following issuance

result in forfeiture of
application and exam fees

and new criminal record

check

* Failure to take the exam will

= Requires refiling application

Fees are Forfeited and

License Application Is
Cancelled if:

* Fail to take the exam
within the 180-day

period

* Fail to report for an
exam appointment

* Appear more than 15
minutes late for exam

* Fail to produce proper
ID

State Specific

Laws & Statutes Rules from the

~ B

A Portion of Your Test Is

from the Legislature Estate Commission

NC License Law &

YOU Are Responsible

*The separate

publication

Cin Principles &

*Licensing Law &

~ Rule Comments

Commission Rules for Which

*Same as Appendix

Practice Textbook

Focusing on What You

Need to Know
Appendix C in Textbook

Highlight in the NC Real
Estate License Law and

Commission Rules the
statutes and rules on the

following pages.

20
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Licensing Law: North Carolina

Statutes, Rules & Regulations

Tested Real Estate License Law &
Commission Rules per the NCREC Syllabus

93A-1 License required of real estate brokers

93A-2 Definitions and exceptions

93A-2(a) Exceptions

93A-3 Commission created; compensation; organization

93A-4(a) Application for licenses; fees; qualifications; examinations; privilege licenses;

renewal or reinstatement of license; power to enforce provisions
93A-4(a)(1) Post — 90 hours
93A-4(c) Expiration & renewal (renewal fee is currently $45; $15 late fee)
93A-4.1 Continuing education
93A-4.2 Broker-in-charge qualification

93A-6 Disciplinary action by Commission — ALL. OF THIS SECTION

93A-9 Licensing non-residents

Timeshares

93A-39 Title

93A-40 Registration required of timeshare projects; real estate salesperson license
required

93A-41 Definitions

93A-42 Timeshares deemed real estate

93A-43 Partition

93A-44 Public offering statement

93A-45 Purchaser’s right to cancel; escrow; violation

93A-51 Rule-making authority

93A-54 Disciplinary actions by Commission

93A-56 Penalty for violation of Article

93A-58 Registrar required; criminal penalties; project broker
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Tested Real Estate License Law &
Commission Rules per the NCREC Syllabus (CONTINUED)

A.0101 Proof of licensure

A.0103 Broker name and address

A.0104 Agency agreements and disclosure

A.0105 Advertising

A.0106 Delivery of instruments

A.0108 Retention of records

A.0109 Brokerage fees and compensation

A.0110 Broker-in-charge

A.0111 Drafting legal instruments

A.0112 Offers and sale contracts

A.0113 Reporting criminal convictions and disciplinary actions
A.0115 Disclosure of offers prohibited

A.0116 Handling of trust money

A.0117 Accounting of trust money

A.0502 Business entities

A.0503 License renewal; penalty for operating while license is expired
A.0504 Active and inactive license status

A.0505 Reinstatement of expired license, revoked, surrendered or suspended license
A.0506 Provisional broker to be supervised by broker

A.0507 Payment of license fees

A.1601 Fair housing

A.1701-A.1711 Mandatory continuing education

A.1801 Limited nonresident commercial licensing

A.1803 Requirement for licensure; application and fee

A.1806 Limitations

A.1807 Affiliation with resident broker

A.1808 Trust monies

A.1902 Postlicensing education requirement

A.1903 Extension of time to complete postlicensing education
A.1904 Denial or withdrawal of postlicensing education credit
B.0401 Retention of timeshare records

B.0402 Timeshare agency agreements and disclosures

B.0501 Timeshare trust funds

B.0601 Designation of project broker

B.0602 Duties of project broker

All very nicely summarized with examples at NCREC.Gov
www.ncrec.gov/pdfs/studyguide.pdf
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A License Is
Required

§93A-1 |

* |llegal for any person or entity to:
* Engage in real estate brokerage
* Advertise engaging in real estate brokerage

* Without a real estate license

= Even if out of state and affiliating with a
licensed broker in this state

NC Licensing Law

Real Estate Licensing in North Carolina

Real Estate Licenses Are
Issued by States

» To engage In real
estate brokerage,
you must:

* Be licensed

* In the state
where the real
estate is
located

Who Needs
a License

* Any person or entity who for compensation
or valuable consideration:
« Dffers to list, sells or offers to sell, buys or
offers to buy, or
« Negotiates the purchase or sale, or
* Leases or offers to lease or rent

* For others

¥ S

License

Status Mo §93a-2
d (2)(1)(2)

= Broker in Charge

for sup: Ina office
location
* BIC-Eligible
= Has met the requirements for a BIC but Is not actively serving
a4 the BIC at an office location
* Full Broker
* Licensee whao has allp courses
* Provisional Broker
+ Licensee who is gaining additional g educati

= Must be supervised by a Broker-In-Charge

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com
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Real Estate Licensing in North Carolina

Exemptions
From
Licensure

(a)(1)-(8) |

(1) An entity with property owned or leased by the entity

* For a partnership: the general partners & employees

* For an LLC: the managers of the LLC & employees

* For a corporation: the officers and directors &
employees

Exemptions

From e
Licensure @)1)-(8)
(2) Attorney in fact T ey
(3) Attorney at law
(4) Trustees, guardians and executors under court order
(5) Trustees under a deed of trust or will

(6) W2 salaried brokerage employees acting as unlicensed
assistants for a licensed real estate broker

(7) Individual owners leasing or selling their own property
(8) Housing authorities

Real Estate Auctioneers
Need a License

* An auctioneer

need both a real estate

real estate ™
license and an t 0”
auctioneer’s a"c I

license

* Criers of sales
are exempt
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Real Estate Licensing in North Carolina

The Role of |
Unlicepsed Assis

The Role of Unlicensed Assistants

Unlicensed Assistants in
Residential Sales Offices

* Salaried W2 employees + Salaried W2
of a broker MAY: employees of a
+ Perform administrative broker may NOT:
duties * Cold call or prospect
* Complete forms and for clients
documents * Show properties or

* Assist a licensed broker hold open houses
= 5chedule appointments * Work directly with
* Place lock boxes and clients
signage * Create or place
advertisements

Unlicensed Assistants in
Property Management
Offices

= Salaried W2 employees = Salaried W2
of a broker MAY: employees of a
broker may NOT:

= Accept applications

* Complete and execute * Negotiate leases or
preprinted leases lease terms

= Accept deposits and * Negotiate deposits
payments or payments

+ Show properties and
rental units

Never Need a License
to Deal With Your Own
Property

Remember

No license is required to manage a
homeowner’s association (HOA)
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Let’s Play DEAL or NO DEAL » Lets Blay!

NODE/L

What will the

Do the following need a North Carolina ' R

real estate license? =3 ' Deal: Good to GO

No Deal: Violated
License Law

1. Janet has been appointed as the executor of her mother’s estate. Janet puts a sign in the
front yard advertising the home “For Sale” with Janet’s personal cell number. Janet does
not have a real estate license.

2. John had a license for 10 years, but it is no longer active. When his neighbor sold his
home next door, John set up and conducted the open houses. His neighbor gave him a gift
certificate for dinner in exchange.

3. ABC homes builds and sells homes. Betty is a salaried employee of ABC. When
prospective buyers want to purchase a new home, Betty negotiates the sale, completes
the forms and represents ABC. Betty does not have a license.

4. Mike is a licensed broker in Utah. His friend, Jack, wants to sell a home in North
Carolina. Mike refers Jack to a licensed broker in North Carolina and asks to be paid a
referral fee when the home in North Carolina sells.

5. Sue owns a large apartment complex that she has placed into a corporation, of which she
is the president, and rents out two units. She has two full-time salaried employees who
work for her. They show units and collect rent. Neither Sue nor her employees have a real
estate license.
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Let’s Play DEAL or NO DEAL (CONTINUED)

6. Ron works in the marketing department as a salaried employee for IBM. The company
decides to sell its office building and asks Ron to market and list it for sale. Ron does not
have a real estate license.

7. Jessica is a licensed real estate broker. A friend of hers, Becky, regularly refers people to
Jessica. In return, Jessica sends her friend a $100 gift certificate for each referral. Becky
does not have a real estate license.

8. David is a provisional broker. He has never affiliated with a BIC. David receives a referral
fee from a licensed broker in regard to a buyer who purchased property. David referred the
client.

O

. Jerry and Lynn own a rental property that they have in the name of an LLC they formed.
They decide to sell the home, and Jerry advertises the home for sale on his Facebook page.
Jerry does not have a real estate license.

10. Ben is a real estate broker. He has an unlicensed assistant, Jane. On a Sunday, Ben has
multiple open houses scheduled and sends Jane on her own to one of the homes to meet
and greet buyers.
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Answers to DEAL or NO DEAL

1.

10.

28

DEAL. This is okay. Janet does not need a real estate license. As the executor of the
estate, she is under an exception to licensure.

NO DEAL. John is in violation of licensing law. His license is inactive, and he is not
permitted to engage in any licensing activity.

DEAL. Neither ABC nor Betty needs a real estate license. ABC is dealing with its
own property through its W2 salaried employees. It cannot, however, pay Betty any
commissions in regard to the sale.

DEAL. Mike is licensed in Utah, and as an out of state licensee, he can receive
compensation for the referral. He cannot, however, come to North Carolina or participate
in the transaction in North Carolina.

DEAL. Neither Sue nor her W2 salaried employees needs a license. The property is
owned by a corporation entity. Sue is exempt as an officer or director, and her employees
are exempt because the entity is a corporation and they are W2 salaried employees. She
cannot, however, pay them a commission in regard to units that are leased or rented.

DEAL. Ron is a W2 salaried employee of IBM, and he may market, sell or list the

corporation’s own property without a license.

NO DEAL. Compensation in the form of commissions or of any item of value (including
gift certificates, trips, dinners, etc.) cannot be paid to someone who does not have an active
and current real estate license.

NO DEAL. A provisional broker must be affiliated with a BIC. If David is not affiliated
with a BIC as a provisional broker, his license status is inactive and he may not earn any
commissions or referral fees while on inactive status.

DEAL. Jerry and Lynn are dealing with their own property in regard to the LLC, and
they do not need a license when dealing with their own property whether selling, buying
or leasing.

NO DEAL. Ben can utilize the services of an unlicensed assistant. In residential sales,
they may perform administrative duties but they may not conduct open houses without the
presence of a licensee and they may not show properties to prospective buyers.
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Real Estate Licensing in North Carolina

The Role of NCREC

e

The Role of the North Carolina
Real Estate Commission

North Carolina
REAL ESTATE COMMISSION

NCREC.gov
The North
Carolina Real
Estate S SO3A-3
Commission

* 9 members (serve 3-year
term)
* 7 Governor appointments
+ 2 Legislative
appointments
* 3 must be licensees
* 2 must be laypeople

* Chair is elected by the
Commission

NeghSamioo

Role of Commission

*Create rules and
regulations consistent
with statutes

*Provide information
«Set educational

guidelines Protect and

*Investigate complaints promote th;e

o oS d's 1 |°ne IﬂtEfEStS_O
TRRSE RS the public

Investigations & Audits

*Announced or
unannounced

*Subpoena books
and records

*Use other state
services
* Attorney
General
= Seek injunctive
orders in court

Disciplinary Action by
Commission

*Reprimand
*Revocation
*Suspension
*Censure

NCREC does not levy fines
and does not get involved in
fee disputes
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Real Estate Licensing in North Carolina

Surrender of a

License

* Available to a
licensee

*Can occurina

disciplinary
proceeding

*Reinstatement
requires new

application

The North
Carolina Real

Estate
Commission

Review the list

of reasons why

the Commission
can take

disciplinary
action

*Demanding
course
North Carelina

Real Estate Commission *Good basic skills
required

+Course

completion
standards

*Statewide 51%

passage rate
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What the Commission Wants You to Know

North Carolina Real Estate Commission
Notice to Broker Prelicensing Course Students

You have enrolled in a real estate Broker Prelicensing Course that will qualify you, upon
successful course completion and proper application to the Real Estate Commission, to
take the state broker license examination. As you begin this course, you should be aware
of certain facts about this course and fully understand what is required for satisfactory
course completion.

* Demanding course. This is a very comprehensive and challenging course for persons
who are serious about entering the real estate brokerage business. You will be required to
undertake substantial study outside of class to pass course examinations and successfully
complete the course. Plan on a minimum of two hours of diligent, concentrated study
outside of class per hour of class time.

* Good basic skills required. You need to possess good reading comprehension skills as well
as good basic mathematics skills that will enable you to solve a wide variety of practical
mathematics problems encountered in real estate transactions, including problems associated
with finance, appraisal, area, real property taxes, profit/loss, income taxation of real estate,
brokerage commissions and closing real estate sales transactions. If you do not possess
solid basic mathematics skills, you should consider obtaining additional tutorial math
instruction while taking this course, or explore with school officials the possibility of
taking the course later after you obtain remedial math instruction. Some schools require
skills testing as a prerequisite to enrollment and/or require students to also take a real estate
mathematics course.

* Course completion standards. The Real Estate Commission sets minimum course
completion standards for schools to follow with regard to examinations and attendance,
but encourages and expects schools to establish higher standards as necessary to assure that
their students will have reasonable expectation of success on the state real estate license
examination. Thus, specific course completion standards may vary slightly from school to
school. Vo exceptions to a school’s established course completion requirements will be made
by the school or the Real Estate Commission. Make certain you understand your school’s course
completion requirements. Remember, it is your responsibility to learn the material and pass the
examinations — the role of the school and the instructor is to facilitate your learning.

* License examination. Statewide, only about 65% of license applicants who complete the
prelicensing course pass the state real estate license examination on their first attempt, but
performance is better for those who test promptly after completing their course.
[Performance varies by school. Your instructor can advise you of your school’s record.] This
means that you should take the license examination promptly after course completion,
but also plan on substantial additional study after completing the course and before taking
the license examination to enhance your prospects of success, especially if your course
final exam score is lower than 85%.
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Real Estate Licensing in North Carolina

Maintaining Your Real

Maintaining Your Real Estate License Lol o

Requirements

* Provisional broker
POST-education requirement
* You have 18 months from licensure to
complete all post-licensing (effective 7/1/20)
* Courses are 301, 302, 303
* May take in any order
* May take them sooner than the deadlines

* Completion removes provisional status

Maintaining Your Real
Estate License
CE Education
Requirements

* Every licensee must complete 8 hours of CE

* Provisional broker

* Failure to complete post-licensing CE within 18 months
makes license inactive [effective July 1, 2020)

* BIC
= 4 hours of BIC update & 4 hours elective

* Must complete by June 10 every year

Maintaining Your Real
Estate License
Renewal of License

*Renew every year by June 30
* Pay a fee: $45
* Complete the online renewal form
*Failure to pay or renew will
make your license expired

Your Superior
Progression Timeline

=) | Garoam) | aEvveam)

Superior 301 Superior 302 Superior 303

25 Hour Postlicensing Postlicensing Postlicensing
Prelicensing 30 Hours 30 Hours 30 Hours

The CE Requirement 8 Hours CE 8 Hours CE 8 Hours CE
for a Provisional With Superior With Superior With Superior
Broker starts with 4 Hours Update 4 Hours Update 4 Hours Update
their 27 Renewal 4 Hours Elective 4 Hours Elective 4 Hours Elective

6/10 for 6/10 for 6/10 for
Courses Courses Courses
6/30 Renewal 6/30 Renewal 6/30 Renewal
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In order to
earn ANY

(commission or referral)
compensation
for assisting
others, your
license must

be: ) / Current

&
Active

Real Estate Licensing in North Carolina

What Does
EXPIRED SN
Mean? 4 (b)
*Your license is EXPIRED if you:
* Fail to renew

* Fail to pay the fee
* Have the fee dishonored by your bank

* Received by NCREC no later than June 30
*You can renew 45 days early

Activating

a License A.0504

A.0506 |

« Initial provisional broker license is
issued as “Inactive”
* To activate the license:
* Affiliate with a BIC
* BIC must file activation form

* Activates upon mailing or delivery of the
form to NCREC

A License
Becomes
Inactive

*When a PB is not affiliated with a BIC
* Failure to complete postlicensing

* By the anniversary date of the license
* Failure to complete CE (8 hours)

* By June 10 every year
* PBs do not start until second renewal

A.0504

The Initial Status of a
Provisional Broker License

Because a provisional

broker must be affiliated
with a BIC, the initial
license is issued on
inactive status until:

« Affiliation with a BIC

* Receipt by NCREC of an
activation form
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Real Estate Licensing in North Carolina

Drawing a Vocabulary

Distinction
What NCREC does What we do to
to us: ourselves:
* Reprimand / Censure  * Expired
* Suspension * Failing to renew
+ Cancellation * Failing to pay the fee
» Revocation * Inactive
= Failing to affiliate as PB
* Failure to complete post
= Fallure to complete CE

Fixing an
Expired
License

« If your license is EXPIRED less than 6
months, you can:
* Renew late & pay additional fee

* EXPIRED more than 6 months:
* Reapply
* Take additional education

Fixing an
Inactive
License

« If your license is inactive due to non-
affiliation:
= Affiliate and file an activation form
» If your license is inactive due to education
deficiencies:
= The amount of education required is
dependent on the length of the inactivity

A.0504

34

Superior Prelicensing Adventure Guide © April 2020 -+ superiorschoolnc.com




Real Estate Licensing in North Carolina

When Must a Licensee
Re-apply for a License

* Delayed more than
180 days to take the
exam

* Expired more than 6
months

= Revoked or
surrendered for any
reason —

\
§

The Commission Distinguishes
Between Earning & Receiving a

*You cannot earn any fees

* You can receive fees for commissions

Commission

(commissions or referrals) when

expired or inactive

and referrals earned while the license
was current and active

EARNED vs. RECEIVED

Application of the Rules

Broker fails to Broker fails
complete CE to renew by
by June 10 June 30

Broker must
cease ALL
e Broker can engage in activity activity and may

» They can also be paid for this
Y P not EARN any
activity after June 30 foacor
commissions
Will become Will become
inactive on expired on

June 30 at June 30 at
midnight midnight
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Profiles of a Real Estate Transaction

Buyer

Buyer
Broker
Agreement

Seller

'
!
—d 5
Listing
Contract Contracts & Agency

BrO kerS Disclosure
Legal

p . | Descriptions
rovisiona Fair Housing

Broker Ad Rules

Firm

BIC

Brokers

Employment
Agreements

Provisional
Broker

S

L G
e
—

* Lenders

Furnish
Clear Title

=
® |

* Appraisers

Repairs * Inspectors @

Complete

* Attorneys
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Chapter 1

Basic Real
~ Estate
| Concepts

Chapter 1:
Basic Real Estate Concepts

l'\ e r{ Land
\ N

Sarface righty Eanth's

e B The earth’s

N

Vg | surface downward

/ to the center and
L upward to infinity.

Land also includes naturally attached components
such as trees, shrubs, minerals, etc.

LAND plus artificially

Real 4  attached items
Estate £ * Buildings
* Fences

Includes §i& - siuctyres

Real Property Includes
Real Estate PLUS

—

*Interests
*Rights
*Benefits
*Tenements
*Hereditaments Creates a Bundle of

Rights Discussed More
Fully in Chapter 2
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Chapter 1

* Owner conveys all
aspects unless there
is an agreement to
except some portion
of the real estate

* Title and
conveyance are
evidenced by a
DEED

Personal PropertY
(Chattel or Personality)

* Everything not real property or
attached to it

= Readily moveable T

Document B
Used to ;
Transfer
Personal
Property Is
a Bill of
Sale

Physical Characteristics
of Real Property

* Immobile

* Permanence or
indestructibility

*Unique

Heterogeneity & Nonhomogeneity
No Two Parcels Are Alike

Economic
Characteristics of Real
Property

5carcity
L. ocation
| mprovements

Perma nence
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Basic Real Estate Concepts

Location, Location,
Location

The MOST
Important

Economic =
Characteristic V/
of Real Estate

The Con

Takes Into Account Societal and Economic
Factors of Where the Land Is Located
THE MOST IMPORTANT ECONOMIC
FACTOR IN REAL ESTATE

Based on State Laws
Where the Land is
Located

Highest & Best Use
The ONE single use i B i
that providesthe I = ¢ '
greatest return and
maximizes the
value of the real
estate
Probably NOT

Highest & Best Use

Highest & Best Use

Takes into account
*Transportation
* Resources
* Contour
+Elevation
*Zoning
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Chapter 1

Land Use Controls

ZONING |. Public
NOTICE

* Private

ot Comty S ey £ 178 B 2 By
P

|* Government

10-432-2101

Real Estate as an
_Investment

b

Investment Is Usually
Local

Real Estate as an
Investment

Real Estate...
no matter what
its use...
isvirtually

Advantages of Real
Estate Investment

= Historically, well-
located, fair-priced real

-estate investments have
hown a good rate of

40

Scope of the Real Estate
Business
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Basic Real Estate Concepts

Specialization in
Real Estate

TR 2 s

(CERTIFIED DiSTRESSED -
PROPERTY EXPERT' el=1de].

R PARIAN TATION
s SHOHRT SALES &
(""“"’“""‘*“") Certited FORECLOSURE
m Ressdentad Speciaist RESOURCE
=

Broker vs.
REALTOR®

Broker — A NC
Licensee

REALTOR® — An
Association
member

Professional

Organizatiol
Not all

licensees are ALTOR'
REALTORS® i =

3 Memberships in 1

A

* NAR — National s
Association of N
REALTORS®

* NCAR - North Carolina

Association of
REALTORS®

» City/County/Local
Association of

REALTORS®

The Power of MLS
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Chapter 1

5 Categories of Real Estate

1. Residential
(1-4 units)

Commercial
Industrial
Agricultural
Special
Purpose

SERIR R

* Supply Increases — Prices Tend to Decrease

* Demand Increases — Prices Tend to Rise

Appraisals Are Used to
Determine the Values
in that Market
Location,
Location,
Location

*Labor -\:Jag:es

+Costs gk

*Govt Controls ek
«Economy

-_

Cycle

Real Estate is a lagging indicator
with periods of expansion,
recession, depression & revival
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Chapter 1 Vocabulary Venture
Get in Shape Review

Bill of Sale:

Chattel:

Free Market:

Highest & Best Use:

Immobility:

Improvements:

Indestructibility:

Non-homogeneity:

Personal Property:

Personalty:

Real Estate:
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Chapter 1 Vocabulary Venture
Get in Shape Review (CONTINUED)

Real Property:
REALTOR®:
Realty:
Scarcity:

Situs:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 1

D Review Questions in Principles & Practices,

Chapter 1

J Superior Online Quiz for Chapter 1
J Vocabulary Venture

Percentage on Principles & Practices Chapter 1 Review

Percentage on Superior Online Chapter 1 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.

Superior Prelicensing Adventure Guide © April 2020  superiorschoolnc.com 45



Student Notes

46
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Chapter 2:
Property Ownership & Interests

Chapter 2

A lot of
rights and
" interests get
% Enjoyment Be

T, transferred
Possession g with a piece
Y LA ; of real
0% Exclusion

estate

| Remember DEEPC |

General Rule
Everything in the bundle
(all appurtenances)
gets transferred UNLESS;

reserved or excepted by the
seller

Tenements &
Hereditaments \\ O

* Tenements — All of
the rights and
interests that go
with the land

* Hereditaments —
%Ssgrﬁ:gtﬂr?;tt[:':n pagis it bimcli
ba iikeritad are tenements and

hereditaments
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Chapter 2

Fructus
Industriales =
Personal Property

*Annual crops,
vegetables, fruit
(a.k.a. emblements)

= Annual flowering
plants in ground or
pots

= Fruits of the tree but
not the tree itself

= Contracted fruits/
vegetables

Fructus Naturales

*Trees,
forests,
bushes, etc.

* “Fruits of
nature”

* Transferred
with the
property

Growing Crops

*Emblements — The right of a tenant
to crops that were the fruit of their

labor

*General Rule — The original tenant/
. owner has the right to harvests within

| the current growing year

Appurtenance - A right interest

or privilege that goes with the

land (items in the bundle)

When You Buy a Piece of
Real Estate You Get...

*The land & all

‘ 26 appurtenances

- *Including some
surface water

rights _
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D.R. Horton to return mineral rights to
homeowners

D-RHOBRTON®
Futasnsd Septemses 10, 7012 Amrericas EDeeivA e
Dimcnmend <1 o Twwns 18 1) = - PR B “ COMUENT

Texas home bullder will return subsurface drilling rights taken from hundreds of|
North Carolina home buyers

By S M Hl — s N WA 0SSR 26

ARt Montis of pUBos scrutiny, DR HOMON Nas 52K § will FEWM miteral AghEs and drsng rghts 1
nundseds of Horh Caroina Nomecwnens. many of who did not know Mey had signed away hose
pobentindy wcrative nghts when ey Dought
thiir homes.

The Texas home Dusldes notbed e NG
Altomey General on Friaay to say 4 wil
voiranty pan wiih ihe subsurace dang and
minig Fighis il had legaly kepd for jseil and

Property Ownership & Interests

The MOG
(Mineral, Oil & §G.S
Gas Disclosure) 7E-2(a)

* NC law requires sellers to disclose to buyers
if the seller has:
* Severed mineral oil and gas rights
* Separately leased mineral oil and gas rights

* We will deal with who has to complete
and the requirements when we deal
with property disclosures

Two Major Categories
* Riparian = River
« Littoral = Lake

Two Major Doctrines
(Legal Ways of Handling)

* Prior Appropriation = (1% in Time = Western States
= Riparian Rights (North Carolina)
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49



Chapter 2

Doctrine of Ddﬁtrii?e"f.d W
Prior Rip'iﬁl n o
Appropriation - Rights#

3
£,

1%t in Time,
45t in Right

Regulated Based
on Type of Water

Navigable
River

Own the land
to the center
of the
waterway

Navigable
River

Own the land to

the edge, river

owned by the
public

Homeowners own

to the mean high
water mark

State of

: ‘K ' North
'JB\_%.  Carolina
: Owns the

\amesForeshore
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Erosion =
Gradual
Avulsion =
Sudden
(Decreases)

-

Accretion
(Increases) ;

Property Ownership & Interests

Reliction - The Increase
of Land Around a Lake

. Laeral Support - Right to have
adjacent property support the natural
boundaries of the land

 + Subjacent Supprt — Right of the -
property owner to have support from
the owner of the subsurface rights

Personal Property

1. Things easily movabl
and transportable
ﬁ \’/ not permanently
I J attached

" 2. Transferred with a bil
:rr' e =k of sale
', a 3. Once attached to rea
- property become
_ A fixtures
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Chapter 2

Fixtures - An Item Once
Personal Property Now
Annexed & Part of Real Estate

® Cost, value & size are
never the determining
factors

o In NC, agricultural fixtures

Applied as the
“Total Circumstances

Test”

O A legal test to determine if an
item is a fixture or not

- DAl four tests must be applied

52

The
process of
changing
items

from
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Property Ownership & Interests

The Reality of

See the Offer to
Purchase &
Contract, Chapter 10 __

p

Trade Fixtures & the
Uniform Commercial

b Code - UCC
-“'_‘* *Fixtures used in a
-t trade or business
L * Defined by the

ucc

Trade Fixture

General Rules

+ Check ucc filings
for lien wa— . §
* Remain personalty . | 15
*Tenant may
remove prior to
sale or lease

Evolution of Real
Estate Ownership

SR te in
own real estate individuals
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The Meaning &
Origin of Words

House Deeds

Even the Allodial System Involves
Four Governmental Rights

- -
‘ Eminent Taxation
Domain |

The ralsing.

Estate - Right or interest in real property
Tenant—=Someanewho holds an estate

Two Major
Categories of
Estates '

* Freehold estates
(ownership)

* Leasehold estates
(less than ownership)

54

Classifications of
Freehold Estates

*Freehold estates (ownership)
*Fee simple (fee, fee simple absolute)
*Fee defeasible (condition subsequent)
+Life estate
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Classifications of
Leasehold Estates

*Leasehold Estates (Less Than Ownership)
* Estate for Years
* Estate From Year to Year
* Estate at Will
* Estate at Sufferance

Covered Later in Chapter 15
Landlord & Tenant

Most Common
Form of Ownership

Fee Simple
Transfer

-
| . All rights in the

bundle, forever,
O

Fee Simple Defeasible

(Determinable, Condition Subsequent)
Conditioned Ownership

THE "ty
WILLIAM B UMSTEAD T-ﬂ..
STATE PARK A

REEDY CREEK
I

Defeasible Fee
Transfer

o N
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Distinguishing Defeasible

Fees
“Condition Subsequent” Once a
& sen s condition
But-lf you us? | S g
requires lawsuit for met or
reversion extinguished
i . ” the owner
DEtfrmlnabIE 2 will hold the
So long” as you use it property as
automatic reversion Feeslple

L-i_fe Estates

Conventional
Life Estate

3 = &0

Revertor Life

Life Estate Pur
Autre Vie

-

Life ..

Measuring

Life Estate With
Remainder Interest

-

GrantEE

56
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Life Tenants &
Their Rights

Life Tenants May Life Tenants May NOT

* Act as owners * Commit waste

+ Sell

* Transfer WASTE - Purposeful

* Encumber damage to the value of

+ Borrow money the reverter's interest

Estovers

* A life tenant can
take reasonable
amounts of timber
and resources to
build a structure

* Taking the timber
for sale would be
considered waste

Property Ownership & Interests

Inheritance of a Life
Estate

* Generally cannot
will the interest

* It terminates at
death

= Exception is an
Estate Pur Autre Vie

* Inheritance lasts
until the death of
the “measuring life”

|

Key Insight
wwFor Test

)
Superior

* Anytime the interest goes
back to the GRANTOR, it is
reversion

(] P—, !
*If it goes anywhere else, it o)
is a remainder interest NOTES TO

BRAIN

* Dower — A wife’s right
to a life estate in the
marital home

* Curtesy — A husband'’s
right to a life estate in
the marital home

Abolished in NC by the Intestate Succession Act and
instead provided as a “right of survivorship” based
on the method of holding title

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com
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Chapter 2

Methods of Taking
& Holding Title

Decisions as to How
to Take & Hold Title
Are Always Legal
Questions

=

Different Methods of
Taking Title

* Severalty 4

* Tenancy in common 8% :
(TIC)

* Joint tenancy

* Tenancy by the
entireties

Severalty = 1

®
R

Severalty
Ownership
*ONE Person (legal or real)
* Legal = Entity
*Examples: Corp., LLC,,
City or HOA
* “Sole and Separate”
* At Death to Heirs
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Property Ownership & Interests

Concurrent
Ownership

(ownership with others)

*Tenancy in
common

* Joint tenancy

*Tenancy by the

Y RENE ANy

TR TR VIS ' | i

Tenancy in Common
(TIC)

« Most common in NC

*Each owns partof
the whole

= Can have different %

* Default for
unmarried people

=Share passes to heirs
atdeath

|~ B

* Court action to
end co-ownership

=Based on % of

ownership
= Court may order

sale and proper
division of

proceeds

Joint Tenancy

= Must have 4 unities

* Time
* Title

* Interest
* Possession

* Equal shares

Joined af The Hip

L

Right of

Survivorship

= Passes to remaining property
owners

* Survivorship is automatic

everywhere but North Carolina
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Chapter 2

60

T —
Superior
Key Insight

wFor Test

*NC Joint Tenancy
Differences:
* Does NOT FAVOR right of
survivorship
* Deed must be specific
* Passes to heirs and doesn’t
have to be equal

Tenancy by the
Entireties

* Acquisition after
marriage

* Right of
survivorship

* Both must sign to
convey

*No right to
partition

Getting Married Never
Changes Any Form of
Ownership

=

Termination of Tenancy
by the Entirety

*Death

*Divorce

*Agreement
by the
parties

*Separation
does not
END

*Co-ownership
reserved for
husband & wife

+Small minority of
states

* At death passes to
heirs
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Property Ownership & Interests

Community
Property

NOT PROPERTY:
* Owned prior to

marriage
* Received separately ’ ,
by gift or inheritance

* Purchased with

separate funds NOT in NC

Other Forms of
Ownership

*Condominiums

*Cooperatives

*Time Shares

+PUDs

Condominiums

* Fee simple ownership of
unit

* Deed to enclosed air space

* Shared ownership of
common area

* Common area held as TIC
+ Vertical ownership

nc tfhndom nium Act
.. (1986)
.. “- F*I;-.
--Reqmre" hblic offermg
statelpglits
*Disclosure prlor to purchase

contract |

The NC
Condominium

Act

* Units are separately taxed and assessed
* Must be a unit owners association prior to

transfer of the first unit
* Deposits must be held in trust account

during cancellation period and if cancelled
* No penalty

* Money promptly returned
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Chapter 2

62

“Limited Common ¥
Areas” in Condo RESVED

Special class of common 1965
areas in a condo project
that is reserved for use by MUSTANG
one or more units to the | PARKING ONLY

Horizontally attached

* Own the unit, the ground underneath, and beyond the
sheetrock (party wall)

* Common areas are owned in severalty by the HOA

Co-Op’s Residents Do
Not Own Real Estate

*Corporation
formed for
building

*Tenants hold
stock

*Proprietary
lease

5T 3
b Considered Real Estate

in North Carolina

* Can be sale ur Iease (right to occuw]
= 5 or more separate time periods
* Over a period ofat Iaastﬁwvﬂm
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Time Share
Public Offering
Statements
* Public Offering Statements

* Disclosures given to p
* Provided prior to contract
* Content of Public Offering
+ Total financial obligation
* Management agreements
+ Dates of availability
* Term of the time share
+ Penalty for Failing to Provide Public Offering
* Purchaser entitled to receive 10% sales price upto a
maximum of 53,000

Property Ownership & Interests

Time Share
Cancellation

= Buyer may cancel for 5 days after
contract execution

= Cannot waive cancellation period
* Buyer forfeits no money

« Money must be refunded within 30
days of the date the contract was
executed

Time Share
NCREC
Discipline

*Project broker and salespeople
*NCREC may reprimand, suspend
or revoke
*Developer
+*NCREC may fine $500

Time Share
Records

B.0400

« All records must be held for 3 years

tluclues; All records
* Contracts & offers P
* Receipts and monies Eciate have
* Notices of cancellation to be
* Compensation to licensees retained

for 3 years

Time Share
Handling of
Funds

= Must have a trust account
* Brokers deliver all money to project
broker immediately
* Project broker has 3 days to deposit
* Must hold in account for 10 days

* In the event of cancellation

* Must refund within 30 days of date the
contract was executed
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64

Planned Unit
Developments (PUDs)

l.lrban Mlxed Unlt Development
Gharloﬂe Eplmtar

Encumbrance

A right or interest in property by
someone other than the owner

+Liens
*Easements
*Taxes
*Assessments

Get Creat&l
gecause You

e Someoné Ey
MmO N,%’::..f“é:f:é%‘:
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=
\ # | VOLUNTARY &I NVOLUNTARY
- LIENS LIENS

SPECIFIC Mortgage R.E. Taxes
LIENS  Trust Deeds | Assessments

o

Property Ownership & Interests

Mech. Lien
Judgments
GENERAL Income
LIENS Taxes

Mortgage & Trust Deed
Liens

* Loans you requested
be placed on your
home

= Voluntary — you
asked for it

» Specific - Limited to
the property

National
Concepts of
Real Property
Taxation

Real Property Taxation

*Usually* the #1 lien
(highest priority)
*Levied ad valorem

“according to
value”

* Assessed value

*Unless foreclosure

Special
Assessments

« “Special” because
they are limited
to specific
properties or
areas

* Also things like
paving, street
lights, sidewalks,
etc.

Superior Prelicensing Adventure Guide © April 2020 -
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Chapter 2

Can be Levied on Square

Feet, but Usually Special

Assessments Levied on a
Front Foot Basis

-

Mechanic’s Lien

* Work done to home

= Contractors,
subcontractors, suppliers

= Get special priority to
protect providers
= Must file within 120 days

= Must file lawsuit within
180 days

Mechanic’s Lien Timeline

4/1 5/1 9/1 11/1
Pool Built || | -
180
Start End Record Enforce
Date Date D the Lien
&en EﬁecﬁJ

Mechanic’s
Lien Agents

* Notice is required prior to filing the lien
* NC law requires an owner of property to
designate a Mechanic’s Lien Agent (MLA) to
receive notice of the lien
* Not required on:
* Improvements less than $30,000, or when

* Improvements are to a primary residence
* Public building improvements

Court Judgments

* Result from court
action

" * Caused by unpaid

debts

* Creates a money
judgment

* Involuntary lien

* General lien - attaches
to everything you own
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Execution of Judgments &
Writs of Attachment

* General lien
against everything
you own now & in
the future

* Garnishment of
bank accounts

* Garnishment of
wages

* Lien against real
estate

* Renew every 10
years

Property Ownership & Interests

NC Homestead

Exemption
* Personal
residence
protection
against creditor
judgments
»$35,000
+$60,000 if 65 or Only judgment creditors,
older not past due taxes or
voluntary liens such as a
mortgage

NC Homestead
Exemption

* The exemption is doubled for married
couples (tenants by the entireties)

* Can also protect $5,000 personal
property

* Not in addition to, but as part of the statutorily
protected amount

* Has its biggest impact in bankruptcy

proceedings

Judgments &
Income Tax Liens
*General liens —
attach to everything
that you own

*Income tax & IRS
GET NO SPECIAL
PRIORITY on real
estate

NC Is a Pure Race State
15t to Record Lien Gets
Paid FIRST...

;? ?Dv - 3

L

) W ¥

pl

i A&
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4 Exceptions to Race
Priority

= #1 lien is real estate property taxes

« Special assessments — automatic
lien

* Mechanic’s lien

« If there is a foreclosure, the costs
of the foreclosure get paid first

Additional Encumbrances —
A right or interest in property by
someone other than the owner

*CCRs

*Deed
restrictions

*Lis pendens

* Easements

*Encroachments

Covenants, Conditions &

Restrictions
Aka: Restrictive or Protective Covenants
AKA: CC&Rs

* Imposed by an original
owner

= Usually a developer or
subdivider

* Recorded in the public
records

* Maintain standards
|

Enforcement of CC&Rs
Protective Covenants

+ These are disputes
between neighbors

* Enforced by HOAs or
the neighbors

= Anyone can enforce

* Can be fined or
forced to comply

~* No government

involvement (not

zoning or code.

.

L.DS
McCOYS

HATFII

Deed Restrictions

* Conditions
imposed by the ] ol ™
grantor o, h ¥y

* Usually creates a R/ N
defeasible estate [ !f/@ g

* Last forever and e =
transfer with the ~ DEEDRESTRIGIIONS

property

| S 1

k!

7 Al
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Lis Pendens

= Latin for “Lawsuit”
Pending”

* Protect the time

between filing a

+ Right to use the land
of another for a
particular purpose

* Different types of
easements

* Appurtenant

* Easement in gross

* Easement by necessity
* Prescriptive easement

* Appurtenant — Attaches
to the land and goes
with it

. Bmﬁls adjacent

Easement Appurtenant

Dominant Servient
Tenement Tenement

PARCEL PARCEL
D S

13341s / avoy

Easement

Driveway | Appurtenant

Easement in
Gross

(Two Types)

* Benefits a 3™ party
* Usually for utilities

*Two types
* Personal
g

Superior Prelicensing Adventure Guide © April 2020 - superiorschoolnc.com
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Easement In Gross

Easement In Gross
3¢ Party Utility Easement

PARCEL PARCEL
D S

13341s / avod

. ‘I .,F h - LW ‘ T
b e

Pelrsonél' _ﬁight to Use
. 1, the{Property | .

| 78

e

5 Ways to Create an
Easement
1.Express grant

2.Express
reservation

3.Necessity
ZJ' |'”&$ﬂ 5 i

= Mutual agreement
of the parties

*Right in real
property so...

« Statute of Frauds
requires written

70
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Express Reservation

*General Rule — All
rights and interest
in the property
transfer unless
reserved or

Necessity

* Rules favors
use of real
estate

* Must exhaust
all other means

ssity

Landlocked Parcel

Easement by
Prescription

= Statutory use period
in NCis 20 years
* Must meet "Adverse
Possession” elements
* Open
* Continuous
* Exclusive
* Adverse
* Notorious
* End claim by giving
permission

(Prescriptive Easement) /

School
Children
Cross This
Path
Everyday for
20 Years

*Easement
taken in
condemnation
proceeding

+Exercise of

| Government
Building a Sidewalk
to the Public Park

Property Ownership & Interests
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Termination of Mmerger
Easements D Buys S

*No further purpose Easement Appurtenant
*Doctrine of merger

* Release of right by When D Buys §
holder

* Abandonment of The easement is
terminated by the

133HIS f aOvod

'e_asement merging of the
.Non_mecordaﬁon parcels
(.

* Court action to establish
disputed rights to:
* Ownership (Title)
* Use (Easements)
* Resolves questions about:
* Adverse possession
* Prescriptive Easements
* Proof of abandonment

License
(Temporary Permission)

* A temporary grant
of permission to
use the property of
another

= Can be revoked

* Ends with death or
sale of property

—
Superior
Key Insight

wFor Test

Easements are permanent

Licenses are temporary

72
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Encroachments

which imposes on
the property line
of another!

When a Suspected
Encroachment Exists

+Inform the
parties

What’s a Survey

* Professional
measurement of:

Property Ownership & Interests
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Chapter 2 Vocabulary Venture
Get in Shape Review

Air Rights:

Alienation:

Appurtenance:

Bundle of Rights:

Condemnation:

Condominium:

Cooperative:

Co-ownership:

Dower:

Easement:

Easement in Gross:

Emblements:

Encroachment:

Encumbrance:

Escheat:
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Chapter 2 Vocabulary Venture
Get in Shape Review (CONTINUED)

Estate:

Estovers:

Fee Simple Absolute:

Fixture:

Foreshore:

Freehold Estate:

Fructus Industriales:

Fructus Naturales:

Hereditament:

Intestate Succession:

Joint Tenancy:

Judgment Lien:

Lateral Support:

Leashold Estates:

Levy:
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Chapter 2 Vocabulary Venture
Get in Shape Review (CONTINUED)

Lien:

Life Estate:

Life Tenant:

Lis pendens:

Littoral Rights:

Marital Life Estates:

Mineral Lease:

Non-freehold Estate:

North Carolina Condominium Act:

Partition:

Police Power:

Prescriptive Easement:
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Chapter 2 Vocabulary Venture
Get in Shape Review (CONTINUED)

Pur autre vie;

Remainderman:

Reversionary Interest:

Riparian Rights:

Severalty:

Survivorship:

Tenancy by the Entirety:

Tenancy in Common:

Tenements:

Time Share:

Townhouse:

Uniform Commercial Code:

Superior Prelicensing Adventure Guide © April 2020 -
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Your Self-Assessment Survival Guide Checklist
End of Chapter 2

D Review Questions in Principles & Practices, Chapter 2
J Superior Online Quiz for Chapter 2
J Vocabulary Venture

Percentage on Principles & Practices Chapter 2 Review

Percentage on Superior Online Chapter 2 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 3:
Property Taxation & Assessment

NC Machinery Act
(Revenue Act)

State law sets forth the process
Counties carry out the details

Tax Assessor Valuations

*In NC, real estate
taxation is based
on Assessed Value

*The Assessed
Value is based on
100% of Market
Value

; W + Octennial
u (8-year appraisal)

Rates can change
EVERY year

* Horizontal
adjustments

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 79



Chapter 3

Real Property Taxes
in North Carolina

*Rates and appraisal
can change annually

Real Property Taxes
in North Carolina

*Lien in advance on
January 1

*Due on September 1

* Delinguent o

‘the following y

The Way Taxes Work in
North Carolina

i
They become
Become a They are [ delinquent
LIEN IN | DUEON [ the following
ADVANCE - 9/1 i January
1/1 <

Priority of Real
Estate Taxes

*Usually* the #1 lien
(highest priority)

*Levied ad valorem
“according to
value”

*Unless foreclosure

80

Special Assessments

- * Levied against specific
. properties

* Paving, sidewalks, sewer
lines

* Usually levied on a front
foot basis

* Priority after real estate
taxes and before all
other liens
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An Introduction to Real Estate Math

Being able to work well with numbers and do proper and accurate calculations is a big part of
real estate. Clients and customers will be turning to you for advice and guidance, and they will
rely on your numbers and the representations you make about them.

Regardless of the level of your math skills, we want you to become comfortable in performing
math calculations and we also want you to be able to approach your exams with confidence.
There is math on the exam. As a general rule, approximately 10~15% of the test questions will
involve math.

While it is true that you can miss all of the math and still pass the real estate exam, it is not
an approach we recommend. We will work very hard in class to help you understand and feel
comfortable with the types of math problems you will find on the exam. It’s important, but
don’t overfocus on it. It is a small percentage of the exam.

Let’s Make This Easier:
Some Simple Things About Math
 Math is not difficult if you approach it methodically
* Get a simple calculator and start using it now
* A little math each day goes a long way
* You have scratch paper—use it
* Draw and label your math problems
* Math works well both ways—check your work
* Do all of the math problems
o In the Adventure Guide
o In the Principles { Practices book
* Practice, practice, practice
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The Memory Circle Device

Most of the math problems on the exam are algebraic equations. Do not let that scare you.

It simply means that most of the math formulas have three parts. If you are given two of
those parts, then you should be able to figure out the third number. As we work math
problems in class, we are going to provide you with the formula as well as introduce you to

a math device known as a Memory Circle, which will help some of you keep the relationships
in the three-part formulas correct.

You can decide whether to use or not use the Memory Circle. Some of you will be just fine
with the formulas; some of you will prefer to use this mathematical tool.

Simply a Tool That Helps Convert & Solve Algebraic Equations

If: AxB=C

Then You Also
Know That:

or A B
(Whole) x (% or Rate)

For some students, working with these types of formulas is easy. If that is you, then continue
to just use the algebraic equations. For some of us, the Memory Circle is an easier way to
remember the formula and keep the relationships between the numbers correct.

We will apply this tool to the math as we work through various real estate math formulas in
this course.
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Real Property Tax Math

The SUPERIOR WAY Real Estate Tax Formula

1. Assessed Value x Tax Rate = Annual Tax Bill
2. Annual Tax Due + Assessed Value = Tax Rate
3. Annual Tax Bill - Tax Rate = Assessed Value

Tax rates are expressed as

So much per $100 dollars of value:

Part $1.80 per $100
Move the decimal point 2 places
A A Multiply by .018
o o So much per $1,000 dollars of value
$18.00 per $1,000
Whole X Rate Move the decimal point 3 places

Multiply by .018

Mils are the same thing as $1,000

Example:
What is the annual tax bill for a property assessed at $200,000
if the tax rate is $1.50 per hundred dollars of value?

$200,000 x 1.50 =+ 100 = $3,000 Annual Tax Bill
(.015)
Value X Rate = Tax Bill

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 83



Real Property Tax Math ARE YOU READY 0 BE A

1.

84

What is the annual tax liability on a property that is
assessed at $120,000 if the tax rate is $1.60 per $100

——— GENIUS!

If the property has a rate of 8.25 mils with a tax bill of $1,780, what is the assessed value
of the property?

What is the approximate tax rate per $100 of value on a property that is assessed at
$110,000 if the annual tax liability is $2,090?

What is the approximate assessed value of a property located in the city limits if the city
tax rate is 85 cents, the county tax rate is 60 cents and the property owner’s monthly tax

liability is $130?

A residential lot is presently assessed by the county tax assessor’s office at $30,000, and the
tax rate is $1.20. If the property owner constructs a house on the lot that is assessed at
$85,000 upon completion, what will be the property owner’s new monthly tax liability?
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Learning To Go Real Property Tax Math

At Home Project LEARNING To Go AT HOME PROJECT

1. A house with a market value of $50,000 is located in a
city. The assessed value is 60% of its market value in
order to calculate the city and county real property taxes.
The county tax rate is $1.45 per hundred of assessed
value. The city tax rate is $2.00 per hundred of assessed
value. What is the annual real property tax bill for this

property?

2. The county tax rate is $1.45 per hundred, and the city tax rate is $1.85. Smith owns
property outside the city limits and recently paid annual taxes of $1,500. What is the

assessed value of Smith’s property?

3. The market value of a home is $100,000. The assessed value is $90,000. If the tax rate is
$.80 per $100 of assessed value, what is the annual tax bill?

4. What is the monthly tax liability on a property assessed at $133,000 if the published tax
rate 1s $1.678 per $100 of assessed value?

5. If you recently paid $2,000 in annual property taxes, and the assessed value of your house
is $184,000, what is the tax rate?

6. A residential lot in Mecklenburg County is presently assessed by the county tax assessor’s
office at $75,000, and the tax rate is $1.68/$100 of assessed value. If the property owner
constructs a house on the same lot that is assessed at $250,000 upon completion, what is
the property owner’s new monthly tax liability?
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Real Property Tax Math
SOLUTIONS

1.

Sy
$120,000 = 100 x $1.60 = $1,920 (Annual) x
Assessed Value + $100 x Tax Rate = Annual Tax Liability

$1,780 Annual Tax Bill + .00825 (8.25 mils)
= $215,757.57 Assessed Value of the Property

$2,090 + $110,000 x 100 = $1.90

$.85 + $.60 = $1.45 (City Tax + County Tax = Total Tax Rate)

$130 x 12 = $1,560 (Monthly Tax Liability x 12 = Annual Tax Liability)
$1,560 + $1.45 = 1,075.861069 (Annual Tax Liability + Rate = # of 100s)
1,075.861069 x 100 = $107,586.21 (# of 100s x 100 = Assessed Value)
Or

$1,560 + 1.45 x 100 = $107,586.21

$30,000 + $85,000 = $115,000
$115,000 + 100 x 1.20 + 12 = $115 (Monthly)

Real Property Tax Math
LEARNING To Go AT HOME PROJECT SOLUTIONS

1.

86

$1.45 + $2.00 = $3.45 (County Tax + City Tax = Total Tax Rate)
$50,000 x 60% = $30,000 + 100 = 300 x $3.45 = $1,035 (Annual Tax)

$1,500 x 100 + $1.45 = $103,448.27 (Assessed Value)
$90,000 + 100 = $900 x $.80 = $720

$133,000 x $1.678 + 100 = $2,231.74 + 12 months = $185.97833 = $185.98 monthly
(Assessed Value x Tax Rate to 100th = Annual Taxes + 12 = Monthly Taxes)

$2,000 + $184,000 = .0108695 x $100 = $1.08695 = $1.09
(Annual Taxes + Assessed Value = Tax Rate to 100th x $100 = Tax Rate)

$75,000 + $250,000 = $325,000 + 100 = $3,250 x $1.68 =
$5,460 + 12 months = $455 monthly
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Proration of Real Estate Taxes Math

R

The SUPERIOR WAY Real Estate Tax Proration

1. Draw a timeline

2. Always use a 360 year

3. Calculate the amount per day

4. Determine who is responsible for the day of closing
5. Calculate the amount owed by the seller

6. Credit the seller with any amounts paid

There are three ways to classify real property taxes:

1.Unpaid real property taxes (debit seller, credit buyer)

2.Real property taxes already paid (credit seller, debit buyer)
3.Real property taxes are to be “collected and paid” (double debit)
Remember: Use a 360-day calendar (USE ONLY 360 ON TEST)

1year =360 days 1 month =30 days

The seller pays the day of settlement for real property taxes.
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Proration of Real Estate Taxes Math
PROBLEMS

1. The annual county real property taxes are $1,080.
Settlement date is March 18. These taxes have not
been paid. What is the accounting debit/credit for
this closing?

ARE YOU READY T0 BE A

MATH
GENIUS!

2. The annual county real property taxes are $1,440. Settlement date is November 15.
These taxes have already been paid by the seller. What is the accounting debit/credit

for this closing?

3. The annual taxes are $1,440. Settlement date is December 15. The taxes are to be paid
directly to the tax collector from the closing. What is the accounting entry for these taxes?

4. The settlement date is June 30. The delinquent real property taxes amount to $350.

What is the accounting entry for this item?
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Learning To Go Proration of Real Estate Taxes Math
At Home Project LEARNING To Go AT HOME PROJECT

1. The annual county real property taxes are $1,800.
Settlement date is June 29. These taxes have not
been paid. What is the accounting debit/credit for
this closing?

. The annual county real property taxes are $2,520. Settlement date is May 23.
These taxes have not been paid. What is the accounting debit/credit for this closing?

. The annual county real property taxes are $2,880. Settlement date is October 21.
These taxes have already been paid by the seller. What is the accounting debit/credit
for this closing?

. The annual county real property taxes are $720. Settlement date is September 19.
These taxes have already been paid by the seller. What is the accounting debit/credit
for this closing?

. The annual taxes are $720. Settlement date is December 24. The taxes are to be paid
directly to the tax collector from the closing. What is the accounting entry for these taxes?

. The annual taxes are $2,160. Settlement date is December 10. The taxes are to be paid
directly to the tax collector from the closing. What is the accounting entry for these taxes?
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Proration of Real Estate Taxes Math
SOLUTIONS

1.

2.

90

aay
$1,080 + 360 days = $3 per day x
Jan. 1 — March 18 = 78 days [30 days x 2 months + 18 days =
78 days]

78 days x $3 = $234 Debit Seller and Credit Buyer
$3 per day x 78 days = $234 real estate tax

I 1 1
_——

Jan. Mar. 18 Dec. 30

$1,440 + 360 days = $4 per day

Jan. 1 — Nov. 15 = 315 days [30 days x 10 months = 300 days + 15 days in Nov. = 315
days]

315 days x $4 = $1,260 real estate tax

$1,440 — $1,260 = $180 real estate tax Debit Buyer and Credit Seller

315 days x $4 = $1,260 45 days x $4 = $180 or $1,440 — $1,260 = $180

1 1l ]
I [|——|

Jan. Nov.15 Nov.16  Dec. 30

L
>

$1,440 = 360 = $4 per day
Seller owned home Jan. 1 — Dec. 15 = 345 days
Buyer owned home Dec. 16 — Dec. 30 = 15 days

Debit Seller: 345 days x $4 = $1,380 real estate tax
Debit Buyer: 15 days x $4 = $60 real estate tax

Debit Seller: $1,380 Debit Buyer: $60

345 days x $4 = $1,380 15 days x $4 = $60 real estate tax

1 11
I [ [———

Jan. Dec. 15 Dec. 16 Dec. 30

The delinquent taxes are always the responsibility of the seller. If the taxes are delinquent,
the entire $350 would be debited to the seller. There would be no effect of this on the
buyer.
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Proration of Real Estate Taxes Math
LEARNING To Go AT HOME PROJECT SOLUTIONS

1. $1,800 + 360 days = $5 per day
Jan. 1 - June 29 = 179 days [30 days x 5 months = 150 days + 29 days in June = 179 days]
179 days x $5 = $895 real estate tax Debit Seller and Credit Buyer
$5 per day x 179 days = $895 real estate tax

| > | |

>

Jan. Jun. 29 Dec. 30

2. $2,520 + 360 days = $7 per day
Jan. 1 — May 23 = 143 days [30 days x 4 months = 120 days + 23 days in May = 143 days]
143 days x $7 = $1,001 real estate tax Debit Seller and Credit Buyer
$7 per day x 143 days = $1,001 real estate tax

»
>

Jan. May 23 Dec. 30

3. $2,880 + 360 days = $8 per day
Jan. 1 - Oct. 21 = 270 days [30 days x 9 months = 270 days + 21 days in Oct. = 291 days]
291 days x $8 = $2,328 real estate tax
$2,880 — $2,328 = $552 Debit Buyer and Credit Seller
291 days x $8 = $2,328 69 days x $8 = $552 or $2,880 — $2,328 = $552 real estate tax

1 11
I [[——

Jan. Oct. 21 Oct.22 Dec. 30

4. $720 + 360 days = $2 per day
Jan. 1 - Sept. 19 = 259 days [30 days x 8 months = 240 days + 19 days in Sept. = 259
days]
259 days x $2 = $518 real estate tax
$720 — $518 = $202 Debit Buyer and Credit Seller
259 days x $2 = $518 101 days x $2 = $202 or $720 — $518 = $202 real estate tax

| Bl =
Jan. Sept. 19 Sept. 20 Dec. 30
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Proration of Real Estate Taxes Math

LEARNING To Go AT HOME PROJECT SOLUTIONS (CONTINUED)

5. $720 + 360 days = $2 per day
Seller owned the home Jan. 1 — Dec. 24 = 354 days
Buyer owned the home Dec. 25 — Dec. 30 = 6 days

Debit Seller: 354 days x $2 = $708
Debit Buyer: 6 days x $2 = $12

6. $2,160 + 360 = $6 per day
Seller owned home Jan. 1 — Dec. 10 = 340 days
Buyer owned home Dec. 11 — Dec. 30 = 20 days

Debit Seller: 340 days x $6 = $2,040 real estate tax
Debit Buyer: 20 days x $6 = $120 real estate tax

Debit Seller: $2,040
Debit Buyer: $120

340 days x $6 = $2,040 real estate tax 20 days x $6 = $120 real estate tax

1 >, ]
I [ [ ———

Jan. Dec. 10 Dec. 11 Dec. 30
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Chapter 3 Vocabulary Venture
Get in Shape Review

Ad Valorem:

Assessed Value:

Assessment:

Market Value;

Mill Rate:

Mills:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 3

D Review Questions in Principles & Practices, Chapter 3

J Superior Online Quiz for Chapter 3

J Real Property Tax Math Problems

J Real Property Tax Math Learning To Go Project
[ Proration of Real Estate Taxes Math Problems
(. Proration of Real Estate Taxes Math Learning To Go Project
J Vocabulary Venture

Percentage on Principles & Practices Chapter 3 Review

Percentage on Superior Online Chapter 3 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 4:
Transfer of Title to Real Property

Identifying the Property
Being Transferred

*Property must be
adequately
described

*Not vague or
ambiguous

Three Types of
Descriptions Nationally

*Metes &
Bounds

Survey y .
Lot & Block” -«

Metes &
Bounds

* Uses markers,
stakes &
monuments

* Written by
surveyors

* Monuments &
markers can get
moved

* Most legall
acceptable for
residential deeds
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Chapter 4

96

Metes & Bounds
Predominantly
Used in 13
Original Colonies

*Metes — Distance
«Bounds — Direction

; 4 Elements
?}Kof Metes &
) Bounds

*Point of
beginning
*Distance
*Direction
*Closure

In North Carolina

We Utilize

*Metes & IO, | e

bounds

*References to

recorded deeds
*References to

recording plats

From the NC Offer to
Purchase & Contract

U.S. Government
Rectangular
Survey

A System of Measuring
Properties Using Imaginary
Lines

Each —- - — ..
& mi.x 6 mi LWL ) D
Block ] i )
TOWNSHIP = :
~—— : 1 T3N
|9 | : _ R2E
BASELINE <=7 _T | 6X6
T TOWN
Townshi SHIP |
Lines | 36 square
= miles
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Transfer of Title to Real Property

So What Do | Really Need
to Know for the Test

* What the
lines are

called L
*Whatisa \
township? _1\
*Whatisa "
section?
* How do you -

calculate
acreage?

Understanding Townships

A township measures
6 miles x 6 miles. Each
township has 36

Each I sections.
ﬁh!j-).lﬁhﬁ.r-.vl P r | Town ship 2 North, Range 3 East
Block " i
TOWNSHIP |-t 8 i ST ] R B
P-.' ;,, - 7 8 9 |48 1 | 12
a R2E
=
BASELINE o o M ‘;F 6x6 8 | 17 |16 |15 |14 |13
) TOWN e
Township' : SHIP 19 | 20 | 21 |2 |25 | 24
Lines i
- z- — ﬁ#:‘ 30 | 20 |28 | 27 |26 | 25
| 3t | 32 | 33 |38 |35 | e
Township Divided into 36 Sections
SECTIONS INA TOWMNSHIP DIISIONS OF A SECTION

6| | A4l & 2|1

NI 26 N34 | NE %4 N

7| 8 ¢(10 |11 (12 NE % Saction

160 acres

18 (17 |16 | 15 | 14 |13 S %4 NS | SE % N

40 aores

19 (20 (21 (22 (23 |24
Hie Shls
30 (29|28 |27 |26 |25
Ui e SEX Elz SE%
31132 (33|34 (35|36 &0 acres
Sig S
- 30 acres
Each Section

is 640 Acres
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Chapter 4

Collaborative Drawing #1
Label the baseline

Label the meridian

Label the east/west lines
Label the north/south lines
Label the north/south strips
Label the east/west strips

ounppwN =

Collaborative Drawing #2
1. Label the outside dimensions
2. Number the sections

Collaborative Drawing #3

1. Label the outside dimensions

2. Write in the total acres in a
section

3. Write in the number of acres
in each piece

98

A Superior State

A Township

A Section 640 Acres
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Transfer of Title to Real Property

To Calculate Acreage
Legal Description

Work from right to left

. Always start with 640 (acres in a section)
Divide by each fractional interest

The word “AND” combines two parcels

80 -2:160=4 <+ 640

Acres

N % of the SE % of Section 5

~ Recorded

Lot & Block

(Plat Map)

* Primarily used in

subdivisions
= Lot 4, Block 6 of

Sunbury
Subdivision

* Created by
subdividers &

. developers
\

Surveys & Their

Importance in the

Carolinas

*Surveys are not
required in NC

*Metes & bounds

state

*Always a good
idea
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Area & Volume Math

The SUPERIOR WAY Real Estate Area Formula

1.Length x Width = Area
2. Area + Length = Width
3. Area =+ Width = Length

Area

Square Feet

Mile = 5,280 feet

Acre = 43,560 square feet

« In order for the calculations to work, the dimensions must be in similar measurements.
Sometimes you have to convert feet to inches or feet to miles.
+ The formula for a triangle is 72 x Base x Width = Area
+ Length x Width x Height = Cubic Feet (Volume)
+ To convert inches into a decimal, divide the number of inches by 12. For example:
3"+ 12 =.25feet
6" + 12 = .50 feet
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ARE YOU READY T0 BE A

MATH
GENIUS!

Area & Volume Math
PROBLEMS

1. An investor is purchasing a lot that measures
44 feet by 120 feet. What is the total square footage
of the lot?

2. A contractor is purchasing two lots. One of them measures 102.5 feet by 36 yards.
The second one is a triangular-shaped parcel that has a base of 142 feet and a height
of 93 feet. How many square feet is the contractor purchasing?

3. If a developer was purchasing a parcel of land at $2 a square foot, and he was purchasing a
total of 6 acres, how much would the land cost?

4. If a storage building is 28 feet high, 60 feet long and 22 feet wide, how many cubic feet of

space does the building provide?

5. If a parcel of land measures 3,260 feet by 8,500 feet, how many acres are contained in the

parcel?
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Area & Volume Math
PROBLEMS (CONTINUED)

6.

7.

10.

102

How many acres are contained in the following legal description?

The N % of the NE % and the S % of the NE % of the NE %

If one rectangular parcel containing one acre is divided into 4 lots and each lot has 75 feet
of front footage, how deep are the lots?

If a commercial tenant is paying 50 cents per cubic foot in annual rent for a warehouse
that measures 250 feet long, 175 feet wide and 50 feet high, what is the amount of
monthly rent?

Bob owns a parcel with 1,200 feet of front footage and which contains 55 acres of land.
He wants to purchase the property that is next door. The parcel he is purchasing has 4,000
feet of frontage and is the same depth as his current parcel. How many acres are contained
in the parcel he is acquiring?

Betty owns a parcel that has 4,000 feet of front footage and contains 460 acres. She wants
to divide it into lots that measure 150 x 150 feet. If she has to reserve 8% of the land for
streets and sidewalks, how many lots can she create?
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Area & Volume Math
SOLUTIONS

1. 120 feet x 44 feet = 5,280 square feet

2. Convert 36 yards into feet (36 x 3 = 108)
102.5 feet x 108 feet = 11,070 square feet in the
rectangular parcel
93 feet x 142 feet x .5 = 6,603 feet in the triangular parcel
11,070 feet + 6,603 feet = 17,673 square feet

3. 6 acres x 43,560 square feet = 261,360 square feet
261,360 square feet x $2 per square foot = $522,720

4. 28 feet x 60 feet x 22 feet = 36,960 cubic feet

5. 3,260 feet x 8,500 feet = 27,710,000 square feet
27,710,000 square feet + 43,560 square feet = 636.13 acres

6. Working from right to left (with the word “and” separating two descriptions)
N % of the NE %
80 acres = 2 + 160 = 4 + 640
m——————————m=== Remember to work right to left
S % of the NE % of the NE %
10 acres =4 + 40 =4 + 160 = 4 + 640
=======—======== Remember to work right to left

80 + 10 = 90 acres
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Area & Volume Math
SOLUTIONS (CONTINUED)

7. 75 x 4 = 300 feet is the width of all of the lots
43,560 + 300 = 145.2 is the depth of each lot

8. 250 x 175 x 50 = 2,187,500 total cubic feet
2,187,500 x .50 = $1,093,750 annual rent
$1,093,750 + 12 = $91,145.83 monthly rent

9. 55 x 43,560 = 2,395,800 square feet in Bob’s existing parcel
2,395,800 + 1,200 = 1,996.50 depth of Bob’s existing parcel
4,000 x 1,996.50 = 7,986,000 square feet in the parcel he is acquiring
7,986,000 + 43,560 = 183.33 acres in the parcel he is acquiring

10. 460 x 43,560 = 20,037,600 total square footage available
She can only use 92% of that (100% — 8%)
20,037,600 x 92% = 18,434,592 left after the deduction for streets and sidewalks
Each lot requires 22,500 square feet (150 x 150)
18,434,592 + 22,500 = 819.32 lots
She can only get 819 lots, not 820 (lot splits have to be rounded down)
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Learning To Go Area & Volume Math

At Home Project LEARNING To Go AT HOME PROJECT

Answer questions 1-3 based on the following facts:
Mr. Jones owns a tract of land that is 450 feet x 600 feet.
He wants to develop the parcel into a residential subdivision.

Each lot is to be 100 feet x 150 feet. He needs to dedicate

areas for streets, which will amount to 10% of the land.

. How many square feet are in the parcel?

A. 27,000 C. 170,000
B. 270,000 D. 300,000

. If 10% of the land must be allocated for streets, how much is left for lots?

A. 27,000 sq. ft. C. 243,000 sq. ft.
B. 270,000 sq. ft. D. 5.8 acres

. How many lots can Mr. Jones develop on the remaining land?

A. 17 C. 21
B. 16 D. 18

. How many acres are there in a rectangular lot that has 385 feet of frontage

and is 297 feet deep?

A. 234 C. 213
B. 2.62 D. 2.53

. What is the cost of a 132 ft. x 330 ft. lot at $800 per acre?

A. $34,560 C. $330
B. $800 D. $17,420

. A rectangular tract of land with dimensions of 500 ft. x 1000 ft. was sold for $25,380.
What was the price per acre?

A. $1,042 C. $1,333
B. $2,211 D. $1,200

. A rectangular acre of land has a depth of 165 feet. What is the road frontage
of the property?

A. 165 feet C. 718 feet
B. 225 feet D. 264 feet
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Area & Volume Math
LEARNING To Go AT HOME PROJECT SOLUTIONS

1.

106

Answer: B

450 feet x 600 feet = 270,000 sq. ft.

Answer: C

270,000 x 10% = 27,000

270,000 — 27,000 = 243,000 sq. ft.

OR

100% — 10% = 90% x 270,000 = 243,000 sq. ft.

Answer: B

100 feet x 150 feet = 15,000 sq. ft.
243,000 + 15,000 = 16 lots (remaining sq. ft. + sq. ft. per lot)

Answer: B

385 x 297 = 114,345 total sq. ft.

114,345 + 43,560 = 2.625 (total sq. ft. + sq. ft. per acre)

Round to 2.62

Answer: B

132 x 330 = 43,560 total sq. ft. = 1 acre = $800.00

Answer: B

500 feet x 1,000 feet = 500,000 sq. ft.

500,000 + 43,560 = 11.47842 total acres (total sq. ft. + sq. ft. per acre)
25,380 + 11.47842 = $2,211.105 per acre (total price + total acres)
Answer: D

43,560 + 165 = 264 sq. ft. (sq. ft. per acre + width of land)
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Methods of Transferring

Two Types:
Voluntary
Willingly
Involuntary Alienation =
Against Will Transfer

Transferring
Property of
a Deceased

Person’s

New Listin %@i

Agreement 7
Fromglistate

te Intestate
a will * Without a will
asses to heirs  +Passes to heirs

* Exception for *NC Intestate
tenancy by the Succession Act
entireties

* Bequest - citt of personal property with a will
* Legacy - Gift of cash with a will

*Devise - Gift of real property with a will
*Descent - aift of real property without a _' I
*Beneficiary - Heir of the will

Different Types of Wills

*Written will
*Holographic will
Handwritten will

*Nuncupative will
Oral will

£

Z,
%)
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Chapter 4

Probate — The Legal Process
of Distributing an Estate
. Testafor —The person who made the will
= Executor/Executrix - For those with a will
« Administrator/Administratrix - without a will

The DEED is a Conveyance Document
Remember “OR” gives & “EE” receives

“OR” and “EE” Decoding
Grantor Grantee
Assignor * Assignee
Offeror ' Offeree
Lessor : Lessee
Mortgagor Mortgagee
Vendor Vendee
Trustor Trustee
Optionor Optionee
Devisor Devisee

—ﬁ
Superior
Key Insight

wFor Test

*Dealing with “OR”
and “EE” pairs of
words

*“OR” always gives ": i

*“EE” always receives iRy’
BRAIN

Involuntary
Alienation

*Lien foreclosure

*Adverse
possession

sEscheat
*Eminent domain
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Transfer of Title to Real Property

Foreclosure Becomes
a Material Fact Once a
Formal Action Has\
Been N

Adverse Possession

* A method for one
private owner to take
property from another
private owner

* Evolved from
“squatters rights”

* The claimant must
prove the essential
elements in a Quiet
Title Action

Elements of
Adverse Possession ‘

NC Adverse
Possession
Rules

= Continuous time periods in NC are:
* With color of title - 7 years
* Without color of title — 20 years
*Color of title = reasonable belief of
ownership
* Must meet all of the other essential
elements
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Chapter 4

110

Escheat - Transfer of
Property When Someone
Dies Without Heirs

= ()\ e
_ 2, 2 2

Eminent Domain

Right of
m Government to
*Take property
*For public use

*Pay fair & just
compensation

—————
Superior

*The RIGHT of the
government is eminent
domain

*The PROCESS by which
they dosois
CONDEMNATION

Effect of Condemnation on
Leasehold

*Terminates
existing lease
*Compensation to:
* Property owner
* Affected tenants

Deeds & Transfers
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Requirements for Valid
Conveyance or Transfer
. In writing

. Legal capacity

. Identification of
parties

. Words of conveyance - "
. Property description /?
. Signed by th e

igned by the 13 g

grantors
. Delivery &
acceptance

NOTE: What’s NOT
Needed

mm * Real estate agent

* Attorney

mm « Lender
. *Money
Iﬂm * Purchase contract
* Inspection
Iﬂm * Appraisal

* Survey
TE . Notary

N oo s WN e

Covenants (Promises) That

Can Be Contained in Deeds
*Seisin
*Against
encumbrances: \‘
*Quiet \1‘ o
enjoyment wgy
*Warranty :
forever

Seisin - From the
Word Seized

Sealed, Notarized,
Acknowledged
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Chapter 4

Notarizing or
Acknowledging a DEED

* Deeds do not have to
be notarized or
acknowledged in
order to be VALID

* They do have to be
notarized or
acknowledged to be
RECORDED

Four Types of Deeds

ﬂrg-;nlz'e_d in descending order from the
one with ‘hn most promises to the one

- with the least
*General Warranty Deed
*Special Warranty Deed
*Bargain & Sale Deed
*Quit-Claim Deed

General Warranty
*Highest type of
deed
*Most common

*GrantORs usually
deliver general
warranty deeds

*Most promises

General Warranty

I have the right to
convey. There are no
encumbrances. You
have the right to
quiet enjoyment and
I warrant it against
all claims back to the
beginning of time.

112

The NC Offer to
Purchase &
Contract

NC

OTPC

* Requires the seller to deliver to the buyer a
general warranty deed

* The deed does not have to be notarized or
recorded to make it valid

* Notarization and recordation are required
to make the deed enforceable against
third-party claims
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Transfer of Title to Real Property

Special Warranty

*Limited deed with
limited promises

*Limited to the term
of my ownership

*Usually delivered
by builders &
developers

Special Warranty

I have the right to GENERAL
convey. | didn’t : S
create any SPECIAL
encumbrances and |
warrant it back to
the time | took =
ownership.

*The word “special” in real
estate isn’t “special” or
“better”

*The word special = Limited
* General = Broad
Special = Limited

Bargain & Sale

*Very limited deed GENERAL
*Only contains the : i
covenant of seizen SPECIAL
*Usually delivered by =
trustees, banks, | BARGAIN
foreclosures, m
estates i
*Not used in NC _rrr
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Chapter 4

Bargain & Sale

I have the right to
convey. | make no
promises or
warranties about
encumbrances or
the rights of
others.

GENERAL

SPECIAL

Quit-Claim

*Lowest form of
deed

«Contains NO
promises

*Used to clear title
defects

Quit-Claim

I transfer to you
my rights and
interests. IF |
have any.

GENERAL

SPECIAL

BARGAIN
& SALE

fitary
J_H QUIT-CLAIM

* Correction deed r
* Gift deed 4

* Trustee’s deed
* Timber or mineral deed
= Court order deed

Special Purpose Deeds

- % o
\ " il \ : A
*Deed of release W

LY kY
* Foreclosure deed = o b
* Friendly foreclosure |~ i
* Deed in lieu 3 :

o

\
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Transfer of Title to Real Property

North Carolina is an
Attorney State
* Preparation of
deeds is
practicing law
* Attorneys
conduct closings |
* Attorneys give
closing advice

Excise Tax Upon
Deed Transfer

* NC excise tax (transfer tax)
* All sellers

* Sometimes referred to as
revenue stamps

= Based on sales price
= $1 per $500 of value

$200,000 + $500 = $400 NC Excise Tax
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Chapter 4

fithe Search

= Search of public records

» Based on grantor / grantee index
*» Agents precluded from opinions
* Performed by attorney

* Evidenced by opinion letter

Preparation of
an Abstract

* Chain of title - The
stack of recorded
documents

* Abstract - Summary
of the documents

* NC attorneys prepare
opinion of title

Title Assurance

cenricareoeree | © The seller delivers
T Marketable

Title - Title that
is reasonably free
"= from unknown
Documented by claims, liens and

attorney opinion
letter & title research  defects

NC Marketable
Title Act

* Creates marketable title when
ownership has existed for a 30-year
period of time

* Attorneys & title companies must prove
a 30-year unbroken and defect-free
chain of title.

116

Title

ISURANCE
Insurance

* Policy insuring for the buyer & lender that
the title is free of defects:
* Proper parties & owners
* Forgeries
* Errors in documents
* Missing errors
* Unrecorded liens
* Insures the promises in the grantor’s deed

* One-time premium paid at closing
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Quiet Title Action

* Court action used to
- resolve owner/title
b issues
*Used in adverse
possession cases

™ - Usedin prescriptive

- ] easement cases

Transfer of Title to Real Property

Most Requested Policy

ALTA Policy P Y
Two Policies: AMERICAN
Lender’s Policy LAND TITLE
Owner’s Policy ASSOCIATION

Lender’s policy does NOT
protect owner’s equity

Recording &

* In each county,
usually located in
the courthouse

Recordation
« Filing a document ;
in the public .
records -
* NC utilizes a
Register of Deeds _..._ .-H

Constructive
Notice

* Documents including deeds do
not have to be notarized or
recorded to be valid

* Record them to give public
notice

* Public notice = constructive
notice

* Recording is necessary to
make the document
enforceable against third
parties

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com
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Chapter 4

NC Conner

Act GS ‘
§47B-2 |

* Requires certain documents in NC to be
recorded to be enforceable

* Notarization or acknowledgement
usually required prior to recordation

What Gets Recorded

* Deeds

* Restrictive covenants

* Easements

+ Assignments

* Mortgages

* Options

* Instaliment land contracts
* Leases longer than 3 years

DREAMOIL

What Doesn’t Get

Recorded
» Sales contracts GENERAL
* Offer to purchase & contract RULE
* Addendums to the contract We don'k record
* Employment agreements documents
* Listing during a
= Buyer broker agreement transaction. We
* Property mgt. agreement record interests
+ Short-term leases attheendofa
« Less than 3 years transaction.

Torrens System

* Registry of titles
= Torrens certificate
* Rarely used

* Created out of the
old ship registration
system

* Requires registration
before alien can be .
enforced e

118

Superior Prelicensing Adventure Guide © April 2020 -+ superiorschoolnc.com



Chapter 4 Vocabulary Venture

Get in Shape Review

Acknowledgement:

Adverse Possession:

Beneficiary:

Bequest:

Bounds:

Chain of Title:

Cloud onTitle:

Color of Title:

Condemnation:

Conner Act:

Constructive Notice:

Covenant Against Encumbrances:

Superior Prelicensing Adventure Guide © April 2020 -
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Chapter 4 Vocabulary Venture
Get in Shape Review (CONTINUED)

Covenant of Quiet Enjoyment:

Covenant of Right to Convey:

Covenant of Seisin:

Covenant of Warranty:

Deed:

Descent:

Devise:

Devisee:

Eminent Domain:

Excise Tax:

Executor:

Executrix:

Foreclosure:
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Chapter 4 Vocabulary Venture
Get in Shape Review (CONTINUED)

Government Rectagular Survey System:

Grantee:

Grantor:

Intestate:

Judicial Deed:

Legal Description:

Lien Foreclosure Sale:

Marketable Title Act:

Meridian:

Section:

Special Warranty Deed:

Statute of Frauds:

Suit to Quiet Title:
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Chapter 4 Vocabulary Venture
Get in Shape Review (CONTINUED)

Testate:

Testator:

Testatrix:

Title Examination:

Title Insurance:

Township:

Will:

Words of Conveyance:

122
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Your Self-Assessment Survival Guide Checklist
End of Chapter 4

D Review Questions in Principles & Practices,

Chapter 4

J Superior Online Quiz for Chapter 4

( Area & Volume Math Problems

[ Area & Volume Math Learning To Go Project
J Vocabulary Venture

Percentage on Principles & Practices Chapter 4 Review

Percentage on Superior Online Chapter 4 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 5:
Land Use Controls

Municipality Master
Plan

* Comprehensive long-
term plan
* Usually 20 years or
more
* Addresses items like
* Zoning

Zoning & the Police
Powe

*Government’s right

= To create zoning
comes from the police
power

*Police power — Right

tn enact laws for the lﬁ|gssqlfjicauan &
public’s health, safety & F277)

zgmuswf»f oo

. Permitted use

. * Lot sizes N
-t * Types of
"- ,’ # *_structures
' * Building height
* Setbacks
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Chapter 5

126

NC Enabling Act
Confers Zoning
Power on
Mumt:lpalltles

Cluster Zoning
in
Developments
I\Ilaximi:es

The Enforcement of
Zoning Ordinances

*In NC, a city can

Spmen CITY

LIMITS

Setbacks
Prescribed

by Zoning
L Sﬂtbadls are
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Land Use Controls

Types of Zoning
Compliance

£ _%al use — Compliance
with zoning

* Legal non-conforming
use lﬁ[andfathered use)
complied with previous
zoning

* lllegal use = Does not
comply

Variances From Zoning

Ordinances
* Permit prohibited ST ———
use to avoid NOTICE OF
hardship PUBLIC HEARING
*Board of W Gy
adjustment -
*Public hearings :
*Once granted run ==
‘with the land R
b : _.._..“r,%;;r.\_x.... e — LT L

Variances do not resolve CCR

violations OR encroachments

Those are problems with your

neighbors. Variances are for
exceptions to government-
imposed land use controls

*Historic

preservation

*Aesthetic
zoning

*Spot zoning

Agents
Have a

Reasonable

Care

Obligation
to Disclose

Zoning

- Issues
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Chapter 5

The Regulation of .
_Subdivisions e

North Carolina
Subdivision

* A division of land or i
parcels into two or
more lots

* Exemptions when no
public roads are
created

* Lots are 10 acres or
more

* A division of a 2 acre
or smaller ?a rcel into
3 or fewer lotsby a 1\
single owner g —

Subdivision
Requirements

* Counties develop
subdivision
requirements

* Requirements include
approval of a final
plat plus:

* Transportation networks
* Utilities & services

* Roads & streets

* Public facilities

+ Recreation facilities

Subdivision

Process

1.Initial planning
stage

2.Final planning
stage

3.Disposition
start up

4.Final plat
approval

Restrictions
on Transfer

* Prior to FINAL plat
approval, you can:
+ Write contracts
* Take reservations
* 5ign contracts
* Hold deposits

* You cannot transfer,
convey or close until
AFTER final plat approval.
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Land Use Controls

Penalties on
Unapproved
Subdivisions

* Failure to obtain final plat
approval prior to transfer:
* Misdemeanor offense
+ County can get injunctive
refief (order to cease
activity)
+ Denial of building permits
+ If final plat differs
materially:

* Purchaser can rescind and
get full refund

..l;

A e

. " 7 -
Mandatory S e\_t\h
Disclosure Law",_ "%

Subdivision Street
Disclosure
Statement

* Brokers are
required to provide
a disclosure

* Must disclose:

* Public or private
* Who maintains

* Just because it’s
public doesn’t
mean NCDOT
maintains it

Dedication &

Acceptance

* Dedication — An action by -
a developer to have the Dedicated
state or municipality does not mean

accept responsibility for that a
th d treet
e roads or streets municipality,
* Acceptance — Formal state or HOA

acknowledgement by the accepted

state or municipality of responsib“ity
responsibility

There Are No
County Roads in NC

i # Roads and streets in NC
are maintained by:

* Dept. of Transportation
. (NCDOT)

* Municipalities
* HOAs & developers

* Private individual
homeowners
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Chapter 5

Private Roads

* Lenders require road
maintenance agreements
on private streets and
roads

. * Broker responsibilities

* Inquire about the
agreement

* Advise buyer to obtain
agreement and read it

* Look for “red flags"”
regarding maintenance

A Good
Resource

* NCREC publication

* Answers questions
about:
* Common areas
* Developers
* Subdivisions
*HOA
* Public and private roads

Interstate Land Sales
Full Disclosure Act

-~ Hprime Florida
Swampland

Applies to Sale of LOTS
Across State Lines

= Covers selling of lots
Tennessee across state lines

Nc:;h Carlolinu °mﬁh§ a';':f-t.ﬁm
5 sale an 7
ate Line et Sing.

130

Interstate Land Sales

Full Disclosure Act

* Developments of 25 or more lots

* Must provide buyers with property
report filed with HUD:

* Distance to paved roads

* Number of homes occupied

* Soil conditions and septic

* Type of title
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Building . -
Codes Y
* Most structures require | AT L [
building permit =¥ < Ay
* Building inspectors
certified by NCDI (North
' Carolina Department of

The Issues With
Unpermitted Space

Licensee Obligation on
Unpermitted Space
Eomemnel obiigation to watch

for red flags of
unpermitted space

Flood Zones &
FEMA

Land Use Controls

Superior Prelicensing Adventure Guide © April 2020 -
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Chapter 5

132

Flood Zones &
Maps

*Flood zones change all
the time
* Maps are controlled by
FEMA, Army Corps of
Engineers
* National Flood Insurance
Program (NFIP)
* Required in certain areas
* Expensive

Flood Zones &
Insurability Issues

* Buyers obtaining
federally related loans
required to geta
flood certification

* Ordered by lender

Onsite Septic Systems

* Soil Suitability or PERC
Tests Recommended

* Permits by NCDNR
+ Valid for Specific Time
Period
* Limit Location & Uses
That Might Overload
System
= * Dishwashers
Tipical cnsite wothewster venimant spfees - Garlaa;e u&ma[‘ etc.

Broker Obligations

* Verify the Type of
System

» Check for Permits

L IZT ELFl,ﬁl |
* Capacity of System
chptasgﬂum r of
Bedrooms Liability for
Misrepresenting
- Licensees Have aDuty ~ the Number of
to Check Bedrooms

Privately Imposed
Land Use Controls

* Restrictive covenants (CCRs) 7

* Enforceable private =
restri i CTIV

. Eoons _CO\’ENAN‘[E

* Usually created by a _ENFORCED
developer

* Enforced by private
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Chapter 5 Vocabulary Venture
Get in Shape Review

Amendment:

Building Codes:

Certificate of Occupancy:

Conditions:

Covenant:

Deed Restrictions:

Enabling Acts:

Injunction:

Interstate Land Sales Full Disclosure Act:

Master Plan:
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Chapter 5 Vocabulary Venture
Get in Shape Review (CONTINUED)

Negative Covenants or Easements:

Nonconforming Use:

Overlay District:

Planned Unit Developments (PUDs):

Private Land Use Controls:

Property Report:

Public Land Use Controls:

Restrictive/Protective Covenants:

Run with the Land:

Setback:

Special Use:
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Chapter 5 Vocabulary Venture
Get in Shape Review (CONTINUED)

Spot Zoning:

Statement of Record:

Subdivision Regulations (Ordinances):

Variance:

Zoning Ordinance:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 5

D Review Questions in Principles & Practices, Chapter 5

J Superior Online Quiz for Chapter 5

J Vocabulary Venture
Percentage on Principles & Practices Chapter 5 Review

Percentage on Superior Online Chapter 5 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 6: Environmental
Issues in Real Estate

* Causes brain
damage upon
ingestion

* Fatal to
children even
in small
amounts

Those MOST
at Risk

SIPIM - Children under the
Your ageof 6
LELU < Women who are
: pregnant

*Women of child
bearing age

Sale or Lease of

Pre-1978 ) Protect
Homes = E;f“y
Requires: Fear
* Prior to signing a 9 Lead In
purchase or lease & Your
agreement, the buyer L ®." | Home
gets:
* Addendum
* Booklet SEPASS
= Disclosure of
knowledge ‘ :

= Copies of any reports
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Chapter 6

The Seller IS NOT
Required to:

*Conduct
any tests

*Remediate
any issues

*Remove
any paint

North Carolina Lead-Based
Paint Hazard Management
Program (LHMP)

T p——

Health Hazards Control
Lead-Based Paint Management

The Meeth Cansiing Desortmant of Health and Humas Setes, Dnson

+ Targets elimination

* Since 2010
renovators must be
trained

* Do it yourself
exempt, BUT

* Renovation by
untrained must be
disclosed

Exploring Hazardous
Substances

[

HAZARDOUS
MATERIALS

Asbestos

* Prior to 1978, used
in over 3,000 types
of building materials

* Made from rock

* North Carolina
requires report prior
to remodeling,
renovation or
demolition
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Dangers of Asbestos

* Asbestosis
* Mesothelioma

* Breathing in of
the fibers

* Friable —
Airborne

*» Encapsulation

+ Expensive to
remove

ASBESTOS

| CALL DEQ BEFORE RENOVATING OR DEMOLISHING.

Don't put yoursell or others at risk of exposure.

Environmental Issues in Real Estate

Radon Gas

= Naturally produced gas

* Odorless, colorless,
tasteless

* Emanates from uranium
rock
* In every county in NC

= Highest in mountain
areas

* Can reach dangerous
levels

How radon
enters a house

* Brokers should
recommend
testing

* Any knowledge
or a test result
over 4.0
Picocuries is a
material fact
and must be
disclosed
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Chapter 6

Urea Formaldehyde

* Gas from
insulation (UFFI) |
urea |
formaldehyde
foam insulation

* Respiratory & eye \
infections { =

* Tests can
determine the
levels

Carbon Monoxide

+ Colorless, odorless gas BEWARE OF
* Produced by burning
fuels Ear u"
= Caused by poor '
ventilation mu"ﬂnde
* Inhibits absorption of
oxygen and is fatal gm e e
* Maintenance of HVAC | {.ﬁa@] "&
and ventilation will P e e

minimize danger

SOURCES OF CARBON MONOXIDE IN THE HOME

mErmEy martaned

Eiochan
T iy i TGy oreiing
TRTEN B ks s

Agto sauaget himas
tram aachud guags

e Iy b o

AUty 3o USRS DT,
FUIAcH 07 WIS Gt

# Plassment of coieon
manm e (00| detator

Electromagnetic Fields
(EMFs)

= Caused by
electrical
currents

= Controversial
issue

= Part of buyer’s
due diligence

140

Groundwater
Contamination

*Caused by
number of
sources

*On & off the
property

*Wells should be
tested

* Potable water
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Straight Piping Is lllegal

Straight
pipingis a
material fact §
that must be
disclosed by
the licensee

Leaky Underground
Storage Tanks
L.U.S.T. )

* Soil contamination

* Old gas stations, farms

* Considerable expense for
removal & clean up

* Check chains of title to
identify past owners who
malily have contaminated
S0

Environmental Issues in Real Estate

Capping - The Process
" off Closing a Landfill
Topping With 3-4 Feet
- -of Soil ke 4

e .

Waste Disposal
Sites & Landfills

Superior Prelicensing Adventure Guide © April 2020
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Chapter 6

CERCLA (Superfund)
Comprehensive
Environmental Response,
Compensation & Liability
Act
* Federal law R
* Clean up act
* Liability of owner
* Original
contaminant

* Others in chain of . X
title = -

* Strict liability = No
defense

* Joint & several
liability = Collect
from 1 or all

* Retroactive
liability = Past
owners

* Once a Superfund
site, always a
Superfund site

North Carolina
Environmental Laws &

Issues
*North Carolina
Department of
Environment &
Natural ENVIRONMENT

prseree (R [H (AROLIM

NC Leaking Petroleum
Underground Storage Tank
Act

= Liability for
clean up

* Even without
installation
or actions
that caused
the leak

142

NC Coastal Area
Management Act (CAMA)

* Protects
wetlands &
marshes

* Limits
development

* Compliance a
material fact
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Mountain Ridge
Protection Act

*Limits
mountain
ridge
development

*Protects views

*Municipalities
enforce

Environmental Issues in Real Estate

NC Dredge & Fill Act

= Permit for
dredging

» Affecting
wetlands &
coast

* Part of federal
clean water act

NC Sediment Pollution
Control Act

*Can’t build,
excavate or
construct

» Affecting
sediment

State waters

Liability of Real Estate
Professionals

Real estate
professionals are
not required to be
environmental
expert, BUT

We do have duties
of disclosure
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Chapter 6 Vocabulary Venture
Get in Shape Review

Asbestos:

CAMA:

Carbon Monoxide:

CERCLA:

Encapsulation:

EPA:

Lead-Based Paint:

LUST:

NC Dredge & Fill Act:
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Chapter 6 Vocabulary Venture

Get in Shape Review

NC Sediment Pollution Control Act:

Radon:

SuperFund:

Urea Formaldehyde:

Water Table:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 6

D Review Questions in Principles & Practices, Chapter 6

J Superior Online Quiz for Chapter 6

J Vocabulary Venture
Percentage on Principles & Practices Chapter 6 Review

Percentage on Superior Online Chapter 6 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 7: Brokerage
Relationships: Laws & Practices

7 The 7 Law of Agency
/ Kt

# il

l"d W

; f\‘

b
»

S

-
e
L]

Not All States Practice
Agency

* Facilitator / Transaction
brokerage states

* Non-agency relationships NO agency
* Assist without representation JUEERELEL-E
« Treat parties as customers or fiduciary
» Still requires disclosure of duties n
material facts transaction
- Transaction brokerage is hrokerage
NOT permitted in North states

Carolina

What Is Agency?

Simply stated...

(kW
S Acting on
\\ " behalf of

another.

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 147



Chapter 7

1al
3 e(_\a
hget

Gen":‘-"“"
hgﬁ‘.\'\‘-

nivers?
pgent

Classification of
Agency Relationships

Agency Classifications

*Universal *General -Special

. Ahnvthins : f;::g « Limited acts

the » Detailed
rincipal * Perform g 7
ran d: actstor mst'ruct:ons
2 particular " Listing

*Unlimited activity agents &
pOWEr.of * Property buyer
attorney manager broker

What Determines the Start
of an Agency Relationship?

All of These: Absence of These Does Not

2 Mean You Don't Have an
R o ke Agency Relationship:

« Act on their behalf TEMmE:

: : « Written agreement

* Gathering confidential {though NC requires
Information written agency

* Conducting detailed agreements)
conversations about * Express agreement (you
personal situation can have implied agency)

Creation of Agency
Relationships

* Mutual consent (@ \

* In writing

* Listing contract

* Buyer agency contract

* Dual/designated
agency contract

* Property management
‘contract

* Independent

Express vs. Implied
Agency
* By express agreement T
* Implied agency
* Rare in North
Carolina
* Showing property
does NOT create an
implied agency

Compensation &
Representation

Are Not the Same
r
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However, in NC
There Is a Writing
Requirement

* Sellers/listings — The
agreement must be in
writing to start the
relationship

* Buyers/buyer broker —
The agreement must
be in writing BEFORE
an offer is presented

Brokerage Relationships: Laws & Practices

Clients vs.
Customers

* Clients — People we
represent
* FIDUCIARY DUTIES

= Customers — Other
people in the transaction
* Fairness
* Honesty
* Disclosure of material
facts

* Prompt presentation of
offers

Fiduciary
Duties

Foundation of
Professionalism
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Chapter 7

OLDCAR

*0 bedience

L oyalty

*D isclosure

«C onfidential

*A ccounting

*R easonable Skill & Care

Your Clients Expect & the Law
Demands You Protect & Promote Their
Interests on Their Adventure

Obedience
Obey All Lawful Requests of the Client

—
7]

Obedience Examples

*Follow client’s instructions
* Unless they violate the law
*Let the client make decisions
*They get to determine services
*Don’t sign client’s name

*Don’t make offers or acceptance
on behalf of the client

Loyalty

Protect the Client’s Interests Above All Others
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Brokerage Relationships: Laws & Practices

Loyalty Examples

*Client’s interest goes FIRST

*Show all properties — Not based
on commission

*Always disclose self-interests &
personal relationships

*Don’t engage in self-dealing

Disclosure
All Material Facts to All Parties

SOooPSP

FREEWAY ENDS EXPRESSWAY EMDS
1 MILE 1 MILE

Disclosure Examples

*All offers
*Identity of purchaser and

relationship to licensee

*Ability of either party to

perform
*Conflicts of interest

*Material facts

Must Disclose Everything

You Know and Everything

You Should Have Known

BRIDGE

ouT

Confidentiality

During the Term of the Relationship
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Chapter 7

Confidentiality
Examples
*Keep private information
confidential
*Don’t disclose client finances
*Don’t disclose personal
motivations
*Don’t disclose terms and
conditions

Accounting
Account for Money & Document Funds

Accounting Examples
*Keep track of all money
*Document all money

*Make deposits in a timely
fashion

+Safeguard all assets with which
you are entrusted

Reasonable Care
Act with the Skill of a Reasonable Agent

—

Skill & Care Examples

*Don’t be negligent

*Don’t make statements without
knowledge

*Use experts, make referrals
*Don’t give legal & tax advice
*Stay knowledgeable

152 Superior Prelicensing Adventure Guide © April 2020 -+ superiorschoolnc.com



Brokerage Relationships: Laws & Practices

There Are Agency Choices
in North Carolina

s

Listing Buyer/
Broker

Agents
owe
fiduciary
duties to

Principal

their
principals

Firm / Broker Agent

Employment
Agreements

Licensees owe
fiduciary duties

to the principal

subagency
SubAgent
Agency
Disclosure

*Disclose
*Discuss
*Decide

3D ar--

*Document
client receipt
on the tear off
flap

* Part of real
estate file

Client does not
have to sign
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Chapter 7

154

When Do You
Use the
WWREA

Brochure?

At first
substantial
contact

First Substantial Contact Occurs
When the Consumer Provides...

OR the Agent AsksS...

*Personal
sFinancial
*Confidential

First Substantial

Contact

* BEFORE we discuss
personal, financial and
confidential,
motivational details

* NOT NECESSARILY
‘before or during:

If First Substantial Contact Has Not
Occurred With the Seller Your Last
Chance Is Before the Beginning of the
Listing Presentation

If First
Substantial
Contact Has

Not Occurred
With a Buyer
Your Last
Chance Is
Before You
Open a Door
for Them
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Brokerage Relationships: Laws & Practices

When the Contact Is
NOT Face to Face

“+ Brochure must be
mailed, faxed or
emailed

* Within 3 calendar
days

There Are Agency
Choices

*Single agency | '
*Dual agency |
*Designated

agency

Listing Buyer Rep
Agreement

Agreement

Firm/ Firm/
Agent Agent
These Are Single

Agency Relationships

Dual Agency

* Firm buyer and seller in the
same transaction

* Can be either:

= One licensee represents

both the buyer and the seller

* One firm represents both the

buyer and the seller and
there are two licensees

Either the same firm represents
both the r and the seller in the ' “
same transaction and it's dual

agency

Dual Agency
Requires
Disclosure &
Consent

= If written employment

agreement

* Consent and disclosure
must be in writing

* At the formation of the
relationship

= If you have an oral

buyer rep agreement:

* Must still have
diselosure and consent

* Must be reduced to
writing prior to offer
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Chapter 7

Dual Agency Limitations

s : Dual
Conflicts exist Agency Is :

because you can’t [T e~

be: and Limits Limited

= Loyal to both the Ability Regarding
clients to = Price

= Advacate For Advocate EELTLRERGLH

both on Behalf

* Motivations of
of Your

parties
» Confidential
information

How Designated Agency
Gets Formed

*BIC can designate L . 8
one licensee to P
represent the seller %% '
and one torepresent " " g
the buyer o piCE

<oy

N

sLicenseescandoin & "N
business based on >

company policy

-

Designated
Agency Rules

1 1. The firm must
create policies and
procedures to
protect the:

* Confidential
* Personal
* Motivational

Information of the
Clients

Designated
Agency Rules
2. You cannot be

designated if you

already possess:

* Confidential

* Personal

* Motivational
Information

regarding the other

party to the
transaction
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Designated

Agency Rules
3.ABICanda
provisional broker
can never be

designated agents
in the same
transaction

L
BI B They must be

dual agents

Brokerage Relationships: Laws & Practices

Disclose Agency Status to
Another Licensee at Initial

Seller’s
Subagency
Working With
Customer

* Buyer remains a
customer

* Must work for
‘someone

Principal /
Client
Duties to the
Agent

*To Act in
Good Faith

*To Pay

*To Indemnify
for Principal’s
Actions

Termination of Agency

*Duties complete
*Expiration of term
* Mutual agreement
*Breach

*Property
destruction
. Death of Proper
Death of party it P“PIE ty
Terminates Agency
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Chapter 7

The Disclosure of Material
Facts

=

CarI:Ici'::tahis a CAUTION

caveat BUYER
emptor BEWARE!

StEItE BUT I'mmdﬁlﬂwnllisk

Disclosure of Material
Facts by Real Estate
Licensees

* Must always disclose
material facts
« Everything you
know
= Everything you
should have known
*To both clients &
customers

Wi labin

Material Facts Include:

* Defects about the
property itself

* Facts relating to the
property’s surrounding
area

+ Anything affecting a
party’s ability to perform

* Facts known to be of
particular importance to a
party

NC Residential Property
Disclosure Act

Residential Property and Owners
Association Disclosure Statement
(RPOADS)

* 1-4 unit residential =
* Not land or commercial

* To buyer prior to offer

* Caveat emptor state

* Agent must advise &
assist the seller

L
* Agents should NOT k Q“h

complete the form '%‘\. 4
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Who’s
Exempt §47e-2)

* Transfers by court order
* Estates, bankruptcy, eminent domain, foreclosure
* Deed of trust transfers
* Transfers between co-owners
* Transfers between spouses

* First sale of a dwelling not inhabited (new
construction)

* Both parties agree not to complete

Brokerage Relationships: Laws & Practices

A Seller Is
NOT Obligated
to Disclose

* Must complete the
form

* May choose “No
Representation”

* Only liable for

misrepresentations
made

The Obligation of
Disclosure

= Completion of the
form does NOT
relieve the agent of
liability
* A licensee must
always disclose:
* Everything they knew

* Everything they
should have known

Failure to
Provide
RPOADS
* 3-day rescission
(walk away) from
* Receipt of form
* Date of contract
* Whichever occurs

first 3-day

* No right after | Walk-Away
occupancy or Rule
settlement

The Mineral Oil & Gas
Disclosure MOG

* Separate disclosure
statement

+ All residential
sellers (same
exemptions as
RPDADS)

* Except new home
construction must
complete MOG

* Not vacant land

* Buyer gets prior to
offer
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MINFRAL AND OIL AND GAS RIGHTS DISCLOSURE
b 1 o thectdl 1 b

Mince rghts sndlorod and s righe propesy ey exareuac ol i minrd sighis
A 1 I Brom th b 4 e mined b ¥ or ol ind sas riekes by the 1 mimerd
. I Y'Y Bhescoribnmis e T IST e 1 siek

ﬁl..:...m.lm Jrem fthe subsmrfuce misera sndierod o v ety either direcy
from the safice ofthe prapeny or s 1 neaby bcatin. Witk segundto o minerad rghts sndloe od snd s

Propery
vights, Seller mukes the ollowing disdossere
Yo N No Repeesentition

Minseal s ; o
By iy - Mimeraligh d from the properry by ap oo 1
b 1 Sellrka severed e minerlights o e popery oo
b Sl tends e he s rights o he operyprornn. 01 01

wansder of title w the Buyee

4.0 uad pas ik wese sevsed bom he propery byapmicmsones. 0 0 0

Baryer lnitias
boiis 5 Seller has severd o il and g cights from the property oo
b 6 Selerinieads crerthe il ad gus ights omihe pogerty prios 0 0

o tramsfer of eitke 1o Bayer.

Licensee Mandatory
Disclosure When an Ownership
Exists

* A licensee must
disclose any
ownership interest
to all parties in the
transaction

= A licensee must
always disclose the
fact that they have a
real estate license

Prohibited
Conduct of
Licensees
* Willful -
misrepresentations VAL IES
= Negligent Intentional
misrepresentations
* Willful omissions *Negligent =
* Negligent Below the required
omissions standard of care

“Puffing” Is Allowed

* Generalized
statements about
the property

* Nice house

* Great
neighborhood

* Wonderful
opportunity

* Luxurious living

160

Stigmatized Properties
NC Licensees Are Not Liable for
Failing to Disclose

* Death or iliness
of owner

* Proximity of
sex offender

* Haunted
houses

Can’t Lie &
If Property Was Damaged,
Must Disclose
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“As Is” Does Not Avoid
Disclosure by the
Licensee

The agent
cannot
keep
secrets
from the
buyer

Brokerage Relationships: Laws & Practices

Dealing
with
Properties
Owned by
a Licensee

A Licensee in NC Can
NEVER Represent a
Buyer on a Property

They Own

= Their own, their
entity, their spouse

= Can’t have a buyer
rep agreement, not a
dual agent

* Buyer must be a |
customer or referred ‘
to another licensee

Property Owned by
the Firm/Entity

* No licensee with an
entity may represent
the buyer in a
transaction involving
the property owned
by the firm

= Must work with the

=

A Licensee Is Under
a Higher Standard

= Still subject to
NCREC even when
selling own
property

* Must disclose
material facts even
on own home
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Chapter 7

Licensee Mandatory
Disclosure When an Ownership
Exists

* A licensee must disclose
any ownership interest
to all parties in the
transaction

* A licensee must always
disclose the fact that
they have a real estate
license

Independent Contractor

Agreements
] Employee
[] Independent
L Contractor

Although a BIC is responsible for
All actions of a provisional broker

Firm Still Has
Vicarious Liability

&

* Responsible for
handling money
= Making certain
_independent _

nti comply
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Agency Road Map: Theory to Application
Practical Scenarios in Agency

"TOUGH
DECISIONS

/ 4 Real Life
7/ Adventures
/Agency Choices in
3 the Real World

1. The buyer signed a buyer agency agreement with ABC Realty, Inc. The agent is Bobby
Brown of ABC Realty, Inc. Bobby has the signed signature panel of the Working With Real
Estate Agents brochure in his file and a signed buyer agency written agreement with the
signed Dual Agency Addendum and Designated Agent Option initialed.

A. If the buyer wants to see a listing with the XYZ Company, what is Bobby’s status?

B. If the buyer wants to see a listing listed by another broker with ABC Realty and
the seller has authorized designated agency, which Bobby’s firm practices, what is
Bobby’s status?

C. If the buyer wants to see Bobby’s listing listed with ABC Realty, Inc., what is
Bobby’s status?

2. A buyer will not sign any paperwork with Sandy of TopGun Realty. Sandy checks
the subagency block at the bottom of the panel.
A. Who will Sandy represent?
B. What is the buyer’s relationship with Sandy?

C. If Sandy shows the buyer a listing with ABC Realty, who is Sandy representing?

D. If Sandy shows the buyer a property listed with TopGun Realty, who does Sandy

represent?
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Agency Road Map: Theory to Application
Practical Scenarios in Agency (CONTINUED)

3. Broker John has been designated as a buyer’s representative by the broker in charge at his
firm. He begins showing a buyer properties. After looking at the fifth property, the buyer
decides to make an offer. What is the appropriate timing for the following items:

A. When must John have an agency discussion?

B. When must John provide the Working With Real Estate Agents brochure?

C. When must John have a written buyer representation agreement?

4. Listing agent Melinda has been told by her seller that the heat pump for the property

does not function properly and has created some extremely high utility bills.
A. A buyer shows up at the open house for the property. At this time, what is the

buyer’s relationship to Melinda?

B. A prospective buyer tells Melinda that they are going to need to move quickly
because of a job transfer and shares personal financial information with her.
What must Melinda do at this point?

C. If the prospective buyer asks about the mechanical systems, and Melinda responds
that they are working fine, what type of violation has she committed?

D. If the prospective buyer does not ask, is Melinda breaching the confidentiality
with her seller if she tells the buyer about the heat pump?
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Agency Road Map: Theory to Application
SOLUTIONS

. Bobby is a buyer’s representative when his client is involved with the properties of
another brokerage.

. Bobby is a dual agent when his client is involved with properties listed by other agents
at Bobby’s firm.

. Bobby is a dual agent when his client is involved with properties listed by Bobby.

. Sandy will be representing the seller.
. Because the buyer chose to be unrepresented, the buyer is a customer.

. Sandy will be representing the ABC seller. She will need to check with the BIC at
ABC and obtain their authorization to do so.

. Sandy will be representing the TopGun seller.

. John must have an agency discussion at the first “first substantial contact.”

. John must provide the brochure at the time of “substantive contact.”

. John must have a written buyer representation agreement at the time an offer

is presented.

. Melinda represents the seller. The buyer is a customer.

. Melinda must have an agency discussion with the buyer at first substantive contact.

. Melinda will be committing a willful misrepresentation if she gave the buyer false
information.

. Melinda would not be breaching client confidentiality. The mechanical systems are
a “material fact,” and if Melinda does not disclose this fact to the buyer, she will be
committing a willful omission.
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Chapter 7 Vocabulary Venture
Get in Shape Review

Agent:

Apparent Authority:

Breach of Duty:

Buyer Agency Agreement:

Caveat Emptor:

Client;

Customer:

Disclosure of Information:

Designated Agency:

Dual Agency Agreement:

Employment Authority:
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Chapter 7 Vocabulary Venture
Get in Shape Review (CONTINUED)

Express Agency:

Express Authority:

Fiduciary:

First Substantial Contact:

General Agency:

Implied Agency:

Loyalty:

Misdemeanor:

Misrepresentation:

Negligent Misrepresentation:

Negligent Omission:
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Chapter 7 Vocabulary Venture
Get in Shape Review (CONTINUED)

Principal:

Special Agency:

Subagent:

Third Party:

Universal Agency:

Willful Misrepresentation:

Willful Omission:

168
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Your Self-Assessment Survival Guide Checklist
End of Chapter 7

D Review Questions in Principles & Practices,

Chapter 7

J Superior Online Quiz for Chapter 7
J Vocabulary Venture

Percentage on Principles & Practices Chapter 7 Review

Percentage on Superior Online Chapter 7 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Student Notes
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Chapter 8: Agency
Contracts & Related Practices

The Listing
Agreement
Listing Buyer, Creates a
Broker Special
Agency
Firm Relationship

Employment;
Agreements

Licensee

NC Listing
Agreement
Requirements

* Be signed by all parties

*Include licensee’s license
number

* Definite period of time
(start / end)

= Contain non-
discriminatory provision

*BE IN WRITING
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Chapter 8

No Such Thing as an
Oral Listing Agreement

Agreements with property owners
must be in writing at the time the
agreement is initially made

Types of Listing
Ag__reements

Agency
Listing

OPEN *Pay ONLY the
L|ST| NG broker who brings

the buyer
* Multiple brokers
*No commission if:
* Another broker
brings the buyer
+Seller sells
themselves

¥ < Rarely used

YA V-
-

Exclusive  .p,y if any broker
Agency finds the buyer
Listing *No commission
if:
«Seller sells
themselves
*Used sometimes

* For sale by
owner
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Agency Contracts & Related Practices

Exclusive . Pay regardless of
Right to  who sells the
Sell Listing property
: w *Paid if:
*You find the buyer
= Another broker
brings the buyer
« Seller sells
i themselves
==

pe= *Most common

Limited Service
Agreements & Minimum
Services

*Can limit services
*Cannot get out of
basic duties o -
sLimitationsof
services need to

be clear and in LIMITED LS LISTINGS - ONLY $50.001
writing

LIST YOUR OWN PROPERTY FOR SALE

The Listing
Contract
Form

Reviewing the NC
Exclusive Right to
Sell Listing
Agreement

-
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Exclusive Right to Sell Listing Agreement
NCAR Form 101 Survival Road Map

This form is the employment agreement for services between a firm
and/or broker and the seller of a property. The actual form is located in
Modern Real Estate Practices in North Carolina. See Appendix D.

Agency Disclosure
* Agency requires disclosure
* Confirmed in the listing agreement

Parties to the Agreement
 All owners of the property need to be included (both spouses)
* If the property has tenants, it should be noted
* The agreement is with the firm, not the licensee

Terms of the Listing
*  Must have a beginning and ending date (varies)
* No automatic extensions (must be in writing)

Property Description
*  Clear and precise, use one of the three legal descriptions in NC
*  Personal property, fixtures and leased property clearly identified

Price & Terms
+ Agreement contains the listing price (but not required)
*  Other key terms of sale should be included

*  Seller should understand gross and net amounts

Brokerage Fee/Firm’s Compensation
* Usually a percentage of the gross sales price, but can be otherwise
* Fee is earned when a ready, willing and able buyer is produced
+ Additional compensation must be disclosed
* Net listings are legal, but not recommended

Protection Period (Extender Clause)
 Entitles firm to commission outside of listing period
* Happens when broker is the procuring cause
*  Must provide seller with a list of potential buyers’ names within 15 days
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Exclusive Right to Sell Listing Agreement
NCAR Form 101 Survival Road Map (CONTINUED)

Authority to Cooperate
*  Specifies cooperation with other firms
* Seller must grant permission

Firm’s Duties
* Advertise & market the property
* No discriminatory activities; comply with fair housing
* Engage in Internet marketing
* Seller must grant permission

Seller’s Representations & Duties
*  Complete the Residential Property Disclosure Statement (RPDS)
*  Make lead-based paint disclosures (pre-1978)
*  Cooperate with firm
*  Convey marketable title

Handling Earnest Money
* Earnest money from buyer to be deposited into escrow
*  Provides for proper parties to receive earnest money
* Earnest money shall be seller’s sole remedy in the event of buyer’s breach
* Disputed earnest money requires consent of both parties for release
*  Seller agrees to allow escrow agent to retain the interest

Due Diligence by Agent
*  Verify property information and condition
e Make truthful and accurate statements

Determining Square Footage
* Agent to determine finished heated living area

*  Follow NCREC Residential Square Footage Guidelines or URAR Guidelines

Execution
+ All parties must sign and initial
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Chapter 8

Commissions
&
R

Established by Negotiation
Between the Parties

Variations on Fees
The fees don’t have to be a %

=Retainers

*Fees for services
*Hourly rates
=Consultation fees

(i

‘ ]

Co-Op Commissions | T

¥

Firm

Empl t A
Agreaments 1[04

Agreement

Listing

Contract Fi I'I‘I'I

M Licensees i Licensees

—-—-“
Superior
Key Insight

* All money must pass
through the firm

*The handling of an agent’s
own personal transactions i \,f
depends on firm policy NOTE’S TO

BRAIN

176
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Broker’s Entitlement to
Commission

* Commissions can be
* Percentage accepted
Gross sales price
* Flat fees
* Hourly
* Earned upon
* Getting an offer from
a ready, willing &
able buyer

Receipt of
Bonuses or
Rebates

* A licensee shall NOT receive
a bonus, rebate or other
valuable consideration
unless:

* Written consent of the
principal

= Before the principal makes or
accepts an offer

* When from the principal it
must be in the written agency
agreement

Bonus Gift

Agency Contracts & Related Practices

Commission Protection

Agreements
*Used when: ” e
"Thereisnolisting  EEINEAIEARIN

*Nogo-opthrouh  DEWABCAIIN

= Unrepresented seller

fee agreement by+~=OWNER |
‘A‘eﬂw disclosure greatlamilyhome com s asaanss
critical —
L _—

Procuring Cause

* Involved in an
unbroken chain of
events that
caused the sale to
happen

*In NC need to
have a written

agreement

L

NC Payment
Requirements

* Actively licensed

*Valid written
agreement

* Produce ready, willing
& able buyer

Who Is the
Person Handing
You This Money?
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Chapter 8

Unconsummated
Sales

* If a ready, willing & able
buyer is produced, the firm
may be entitled to
commission even if the
seller:

* Refuses to sign

* Cannot clear title

* Commits fraud

* Colludes with the buyer to
cancel

* Can’t deliver possession

Negotiation of Commissions

* All commissions are
negotiable
= BICS / firms may set
policies
* NEVER USE THE TERMS
* Normal
* Usual
* Customary
* Standard

Out-of-State o

Referral 2 ﬂ,wﬁ =

Com?ensatlon @ Y
* Each state has different licensing rules
* Referrals across state lines permitted

* Commission is FIRM to FIRM
= Not between individual licensees

e CANNOT
=3 Work in the State

But MAY
Earn Referral Fee

Commission May Be
Given to the Principles
in the Transaction
if Permitted by
Firm Policy

i
L
| -l

178

Exclusive Right to Sell
Extender Clause

* Aka: Broker s
Protection Clause qem'h

* Entitles firm to a ° e
commission outside
of the listing period

*In NC, must provide a
list of names to seller

*OID if seller re-lists
with another broker
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Agency Contracts & Related Practices

Multiple
““M"i§ Listing
REALTOR" Service

*Brokers agree to pool listings
*Distribute listings to other brokers
+Obligated to enter the listing.
B & L e L

Termination of Listings

* Complete the agreement
* Expiration of term

* Mutual agreement

* Breach

* Bankruptcy

* Destruction of property

* Death of principals

* Terminates all agency
agreements

BUT you Might
Have Liability

B i

Early
Termination
Fees

* May include in

any agency
agreement

* Must be clear and
conspicuous
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Chapter 8

Death of the Property
Terminates the Listing
SEN
]
e~ :

Death of the Seller
Terminates the Listing

e ————————
Sarzzeg We're

CLOSED

Out of Busiﬂess

(elick for detalls

Death of the Licensee

« Listing
agreement DOES
Here Lies a 7
Loving *The listing

Licensee agreement is
Now What? between the

Limitations on
Solicitation

* Clients of
another

* Do not call
rules

* Junk fax laws
& rules

=Can Spam Act
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Agency Contracts & Related Practices

Do NOT Interfere With
Others’ Agency
Relationships

Clients

Ly

Do Not Call & Do Not Fax
Rules

= State & federal
laws _
*Check the ' ;
registry at
DoNotCall.Gov
NATIONRAL

* Must check
euery 31 davs Do NOT Cgl.l.

It’s Okay to Call
When...

* Business relationship for
up to 18 months

* 3 months after
consumer inquiry

* A FSBO when you have a
buyer with a bona fide

agency agreement R
T B “ -

Do NOT Call Does
Not Apply To:

* Political
campaigns

*Charitable
solicitations

* Collection
agencies

Do Not Call List
Penalties

* Enforced by Federal A
Trade Commission (FTC) ;

* Federal level $11,000
per call

* NC penalties $500 first
violation, $1,000 for the
second, §5,000 for the
third and beyond
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Chapter 8

It’s a Do Not Call
NOT a Do Not
Knock Rule

2005 Junk Fax
Prevention Act

=Can Spam Act
regulates emails

* Get written
permission

* Most important
you have to let
me “OPT OUT"

2005 Junk Fax
Prevention Act

* Don't use false or
misleading info

* Don’t use
deceptive subject
lines

* Identify the
message as an ad

* Tell recipients
where you are
locate

Anti-Trust Act

*Price fixing
* NO usual, customary, average

*Market allocation

Doesn’t prevent firms,
offices or agents from
having policies

182 Superior Prelicensing Adventure Guide © April 2020 -+ superiorschoolnc.com



N1
"
ul

o LR IS

Advertising Rules

Agency Contracts & Related Practices

All

Advertising A.0105

(@1)

*Requires:
*BIC or
firm
approval
*Name of
the firm

Signs
Require
Consent

of Owner

No Blind
Ads

Ads must
indicate
involvement
ofa
brokerage
firm
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Chapter 8

Limited
commercial
brokers must
disclose “Limited
Commercial
Broker” in the ad

REAL ESTATE

~ Listing
Procedures

o START

A Step-by-
Step Guide

See Pages P,
162-163 r "

Purchasing Your Own
Listing
* Listing licensee must first

withdraw as listing
representative

* Seller may terminate listing
with firm

= If seller agrees, the firm
may appoint a different
licensee to represent seller
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Agency Contracts & Related Practices

Always Start With an -
Agency Discussion

N

Working With Buyers
Brochure
* At “first substantial contact”

* Open house is not “substantial
contact”

* Substantial contact comes with
discussions of motivation,
prices, terms and personal
information

* Explain the agency choices

* Explain the content of the
brochure

Non
] Exclusive Exclusive
SubAgent Agent .
v, uyer

Agent

Non-Exclusive
Buyers’ Agent

*You can work for the
buyer under an oral
agreement until the
time of offer, BUT:

* It can’t be exclusive

* Can’t impose a time
period for the
agreement
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Chapter 8

Exclusive Buyer Agency

* Buyer employed ONE firm

* Can work orally initially

* Agreement in writing
prior to first
presentation of offer

= Specific terms

Buyer’s Agent
Responsibilities

* Explain agency

* Get agreement signed
* Qualify the prospect

nsal_‘:)ilib
i

* Gather property information SpUﬂSiJlE
* Disclose agency to everyone OHEE L
* Disclose material facts Mgﬂ.g_‘ g

* Assist with offers. 0o

* Assist transaction ¢

Re

Working as a Seller’s
SubAgent

*Buyer chooses NO
agent

*No fiduciary duties

* Listing firm may
refuse

*Switching to buyer’s
agent is tough

Dual & Designated
Agency Agreement

*Representing seller
& buyer

*Requires disclosure
*Requires consent 4 ),

*Limits ability to
advocate

The Buyer
Brokerage
Agreement

See the

Non-Exclusive &
Exclusive Buyer
Agency Agreements

.
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Exclusive Buyer Agency Agreement
NCAR Form 201 Survival Road Map

This form is the employment agreement for services between a firm
and/or broker and the buyer of a property. The actual form is located in Modern
Real Estate Practices in North Carolina. See Appendix D.

Parties to the Agreement
* All buyers need to be included (both spouses)

* The agreement is with the firm, not the agent

Types of Property & Duration
* Buyer indicates type of property sought
*  Must have a beginning and ending date

Compensation of Firm
* Can be percentage or price
* May come from cooperating listing firm
*  Buyer agrees to pay fee if the amount from co-op is less than agreement
* Buyer authorizes additional compensation

Brokerage Firm Duties
*  Seek properties
*  Present all offers and counteroffers
* Disclose material facts
*  Account for all funds

Buyer Obligations
+  To work exclusively with the firm
* Cooperate and pay commission

Reconfirmation of Agency

*  Buyer acknowledges and authorizes dual agency
*  Buyer acknowledges and authorizes designated agency

Must Be in Writing Prior to the
Presentation of the First Offer
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The Commission Tree

r [ Total Gross Commission
L§tinggit's j

FIRM/BIC }
Provisional Broker . :
Broker Selling Side

FIRM/BIC

Provisional Broker
Broker

188 Superior Prelicensing Adventure Guide © April 2020 -+ superiorschoolnc.com



Real Estate Commission Math

The SUPERIOR WAY Commission Math Formula

1.Sales Price x Rate = Gross Commission
2. Gross Commission + Rate = Sales Price
3. Gross Commission = Sales Price = Rate

Gross
Commission

Example:
If a property sold for $220,000 and the commission rate was 5.5%,
what is the total gross commission earned?

$220,000 x 5.5% = $12,100 gross commission
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g::;lis;::te Commission Math ARE yoy R“Dy m 8£ A

1.

190

The sales price of a property is $200,000. The
commission rate is 7%. The listing firm and selling

firm split is 50/50. The selling firm splits 60% to the

provisional broker and 40% to the firm. 6[”/ ”S ’
[

A. What is the gross commission amount?
B. What is the provisional broker’s commission amount?
C. What is the selling company’s commission amount after the agent is paid?

The selling sales associate received $3,900. The selling sales associate’s commission split
with their company was 95% to the agent and 5% to the company. The listing firm and
selling firm split the gross commission 50/50. The commission rate is 7%. What is the
sales price of the property?

If the seller received 10% less than the list price of $100,000, what was the gross commis-
sion if the commission rate was 6%?

Two brokers split a 6% commission equally on a $73,000 home. The selling provisional
broker was paid 70% of his broker’s share. The listing provisional broker was paid 30% of

his broker’s share. How much did the listing provisional broker receive?

The list price for a house was $150,000. It sold for 5% less than the list price. The listing
firm and selling firm split the commission 50/50. The selling provisional broker received
60% of the selling firm’s split. The listing agent received 70% of the listing firm’s split.
What was the amount of commission received by the selling and listing firm and the sell-
ing and listing associates? Commission rate is 6%.
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Real Estate Commission Math

SOLUTIONS
1. Gross Commission Cross Commission
$200,000 x 7% = $14,000
$14,000 + 2 = $7,000 p—
$7,000 x 60% = $4,200 — Provisional broker
$7,000 x 40% = $2,800 — Firm Selling Firm

Broker 37,000

$4,200

B
8
ol

Firm took in $7,000 and paid $4,200
Firm net was $2,800

2. $3,900 = 95% = $4,105.26 e on s i
$4,105.26 x 2 = $8,210.526
$8,210.526 + 7% = $117,293.23

Selling price = $117,293.23 —
Selling Firm
$4,105.26
3. $100,000 x 90% = $90,000 D

$90,000 x 6% = $5,400

J
J

4 $73’000 x 6% = $4’380 Gross Commission Based on sales price
$4,380 + 2 = $2,190 — Firm 54,380 $73000
$2,190 x 30% = $657 — Provisional broker

Listing Firm
$2,190

Selling Firm
$2,190
Broker
$657

0
8
3l

5. $150,000 - $7,500 = $142,500 Basedsﬁzzszlg;price
$142,500 x 6% = $8,550
$8,550 + 2 = $4,275
$4,275 x 60% = $2,565 — Selling agent
$4,275 — $2,565 = $1,710 — Firm 4,75
$4,275 x 70% = $2,992.50 — Listing agent i —
$4,275 — $2,992.50 = $1,282.50 — Firm ol keep £1382.50

Of the $4,275, the firm
would keep $1,710
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Seller Net Math

The SUPERIOR WAY Seller Net Math

1. Add Net Amount + Closing + Costs
2. Subtract 100% - Commission Rate
3.Divide Step 1 by Step 2

To Firm
6%

Total Funds
Needed

Sales % After
Price X Commission

Example:
A seller wants to net $100,000.The seller is paying $1,000 in closing costs.
The commission rate is 6%.What sales price is required to net the seller $100,000?

$101,000 + 94% = $107,446.80
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ARE YOU READY TO BE A Seller Net Math

PROBLEMS

MATH
GENIUS!

2. Sam Seller wants to net $85,000, pay $500 in closing costs and pay a commission rate of
6.5%. What sales price is required to net Sam $85,000?

1. A seller wants to net $65,000. The seller is paying
$2,000 in closing costs. The commission rate is 7%.

What sales price is required to net the seller $65,000?

3. Susie Sellers wants to net $206,000, pay $5,000 in closing costs and pay a commission
rate of 8%. What sales price is required to net Susie $206,000?

4. Sallie wants to net $150,000 on the sale of her property. She will pay $3,000 in closing

costs. She will pay a commission rate of 6.5%. What is the minimum sales price
required for Sallie to receive her net amount?

5. You are listing a house and the seller wants to net $200,000 after paying a 6%

commission and $3,000 in closing costs. What will the house have to sell for in order
for the seller to net $200,000?

6. You are on a listing appointment and the sellers tell you they would like to net $135,000
from the sale of their home. You estimate they will have to pay $950 in miscellaneous
closing costs. You will charge them a 6.5% commission to sell the property. They
also have a loan payoff of $53,500. What must the property sell for to ensure they

receive their desired net?
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Seller Net Math
SOLUTIONS

1. 1 — $65,000 + 2,000 = $67,000
2 = 100% — 7% = 93%
3 = $67,000 + 93% = $72,043.01

2. 1 — $85,000 + $500 = $85,500
2 = 100% — 6.5% = 93.5%
3 — $85,500 + 93.5% = $91.443.85

3. 1 — $206,000 + $5,000 = $211,000
2 — 100% — 8% = 92%
3 — $211,000 + 92% = $229,347.82

4. 1 — $150,000 + $3,000 = $153,000
2 = 100% - 6.5% = 93.5%
3 — $153,000 = 93.5% = $163,636.36

5. 1 — $200,000 + $3,000 = $203,000
2 = 100% — 6% = 94%
3 — $203,000 + 94% = $215,957.44

6. 1 — $135,000 + $950 + $53,500 = $189,450
2 = 100% — 6.5% = 93.5%
3 — $189,450 + 93.5% = $202,620.32
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Profit & Loss Math

The SUPERIOR WAY Profit & Loss Math

1.Treat the number in the problem as 100%

2. If Profit occurs, ADD to 100%

3.If Loss occurs, SUBTRACT from 100%

4, Calculations from Original to Present — Multiply
5. Calculations from Present to Original - Divide

The Multiplier You Use Is Always
+ or - from 100%

Example:
A house cost $150,000 and was sold for a 20% profit.
What was the amount of the sales price?

100% + 20% = 120%
$150,000 x 1.20 (120%) = $180,000

Example:
A house sold for $48,000 at a 15% loss. What was the original cost?

100% - 15% = 85%
$48,000 = .85 (85%) = $56,470
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profit & Loss Math ARE YOU READY T0 BE A

1. A house cost $70,000 and sold for a 10% profit.
What was the sales price?

2. A house cost $80,000 and sold for a 9% loss. What was the sales price?

3. A house sold for $90,000 at a 12% profit. What was the original cost?

4. A house sold for $100,000 at a 9% loss. What was the original cost?
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Profit & Loss Math
SOLUTIONS

1. $70,000 x 1.10 (110%) = $77,000

2. $80,000 x .91 (91%) = $72,800

3. $90,000 + 1.12 (112%) = $80,357

4. $100,000 = .91 (91%) = $109,890
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Chapter 8 Vocabulary Venture
Get in Shape Review

Do Not Call Registry:

Exclusive Agency:

Exclusive Buyer Agency:

Exclusive Right to Sell:

Extender Clause:

Flat Fee Listing:

Multiple Listing Service (MLS):

Net Listing:

Non-exclusive Buyer Agency Agreement:

Open Listing:

Override Clause:
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Chapter 8 Vocabulary Venture
Get in Shape Review (CONTINUED)

Procuring Cause of Sale:

Protection Agreement:

Reading, Willing and Able Buyer:

Retainer Fee:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 8

D Review Questions in Principles & Practices, Chapter 8

J Superior Online Quiz for Chapter 8

(. Real Estate Commission Math
(. Seller Net Math

. Profit & Loss Math

J Vocabulary Venture

(. Review Form 101: Exclusive Right to Sell Listing Agreement

(. Review Form 201: Exclusive Buyer Agency Agreement
Percentage on Principles & Practices Chapter 8 Review

Percentage on Superior Online Chapter 8 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Chapter 9:
Basic Contract Law

Contract

A promise
or a set of
promises
which the
law will
enforce

Essential Elements of a

Contract
1. Mutual Meeting of the
agreement Minds
2. Competent
parties

3. Consideration
4. Legal purpose

*Cannot force
people into
agreement

*Without
duress

*Of their own
free will
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Chapter 9

Incompetent
Parties

*Not of legal age
*Lack mental capacity =i -

* Lots of things can
make people s

: Leading the fight
IncomPEtent against dementia

Alzheimer’s

Minors & Children

* Age of majority in NCis 18 ; ,!\ g

* Contracts with children }
are legal ]

* Competent people with
capacity are bound

* Person who lacks capacity
has ability to make the

contract VOIDABLE

Void vs. Voidable

Contracts
Void - A document  Vgidable -a
which lacks one of document which
the legal elements one party is able to
and is therefore void

unenforceable

. Voidable by the
HEY, K, ot ack Person Who Lacks

here! | just found out

your not old enough! Capacity, Not the
Competent Party
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Consideration
Money or Anything of Value

Pll Give You
My House

Mutual
Exchange

Basic Contract Law

Key Insight
wFor Test

Consideration DOES NOT
have to be money

Can be anything of value

Could be services, time,
energy, effort

T —
Superior

Classifying
Contracts

*EXpress —
Intentions
stated (orally
or written)

*Implied —
Inferred from
conduct
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Chapter 9

*Bilateral -
Two promises
(both parties
bound to do
something)

*Unilateral -

Only one party
is bound

A Reward Poster is a
Unilateral Contract

Executed & Executory

A Residential
Purchase
Contract Is:

EXPRESS | IMPLIED
UNILATERAL

204
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Basic Contract Law

Offer & Acceptance
OFFER

May revoke or

Se I I er withdraw

anytime prior to

Offe rE E acceptance

Accept Counter
Reject offer

Counter Counteroffer VOIDS
Original Offer

Buyer
OfferOR

Revocation of Offer
| \.\
The Documents
Represents ALL of

the Agreement

» Statute of Frauds —
Requires all real
estate documents to
be in writing

* Parol Evidence Rule —
Written takes priority
‘over verbal

An offer can be
withdrawn
anytime
prior to

acceptance,

even if | said |
would give you
longer to accept

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 205



Chapter 9

R NC Statute
=" of Frauds

o prevent perjury and fraud that happens
al agreements

DREAM
OILS

* Deeds

* Restrictive covenants
* Easements

= Assignments

* Mortgages

* Options

* Installment land
contracts

* Leases — Longer than 3
years
j| - Sales contracts

Time Is
of the
Essence

Time Periods
Will Be
Strictly

Enforced

Assignment & Novation

* Generally contracts are
assignable unless
prohibited in the
contract |
* General form prohibits
inNC
* Personal services not
assignable !
*+ Novation — Substitution | "
of a new contract

Liability on
Assignment

* Assignor = Person
assigning the
obligation

= Assignee — Receives
the obligation

* The assignee
becomes primarily
liable and the

- assignoris
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General
Contract
Remedies
NATIONALLY

*Compensatory

*Consequential

*Liquidated The Honorable
Breach

*Specific Determiner
Performance

Liquidated Damages

* A specified
amount you CONTRACT
agreed to accept
in the event of
breach

* Earnest money
acts as liquidated
damages

Specific
Performance

= A court order to
force a party to
perform the terms
of the contract

*Do what you
promised to do

h

In NC, Attorneys
Prepare c:ln’tracts

\\.3‘:' q‘\.'”."

= P
Agents fill in-the
blanks on FILL IN
preprinted forms RS lmaULS

Basic Rules for
Interpreting Contracts

* PAROL EVIDENCE RULE - No
ORAL agreements beyond the
written contract

+ Written words over preprinted
language

* Contract interpreted as a whole |

* Words get ordinary meaning

* Ambiguous terms get construed
against the drafter
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Chapter 9 Vocabulary Venture
Get in Shape Review

Accord & Satisfaction:

Assignment:

Bilateral Contract:

Breach of Contract:

Consideration:

Contractual Capacity:

Counteroffer:

Damages:

Duress:

Executed Contract:

Executory Contract:
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Chapter 9 Vocabulary Venture
Get in Shape Review (CONTINUED)

Express Contract:

Full Performance:

lllusory Offer:

Implied Contract:

Mutual Assent:

Novation:

Offeror:

Offeree:

Parol Evidence Rule:

Statute of Frauds:

Unilateral Contract;
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Chapter 9 Vocabulary Venture
Get in Shape Review (CONTINUED)

Valid Contract:

Void Contract:

Voidable Contract:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 9

D Review Questions in Principles & Practices,

Chapter 9

J Superior Online Quiz for Chapter 9
J Vocabulary Venture

Percentage on Principles & Practices Chapter 9 Review

Percentage on Superior Online Chapter 9 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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NC Licensing

NC Licensing Law Regulating the Bagudatns

Business of Real Estate s

. Real Estate
[ ||!I 3

There are 4
Different License
Statuses
(Same License)
* Provisional Broker

+ An individual licensee who has not
yet completed 90 hours
postlicensing

* Broker (Non-provisional broker)
* Individual licensee who has
completed post
= BIC-Eligible

* Individual who has met BIC
ulrements, but not serving as the
ing BIC at a location

* Broker-in-Charge (BIC)
" Teepsasbie 5t Soseison st

TESPON: or
particular location

Licensee Pocket Cards

* Pocket cards are digital
* Licensee can print or download with renewals

* Licensee must carry at all times when engaged
in real estate

CONTAINS:
* Name
* License number

DOES NOT CONTAIN:
» Active or inactive
= Firm name
* Disciplinary action

* Expiration date
= License type
» Signature

I1t’s All Electronic and
Online

*License
Application

*Renewal

* License Record

A.0100
= L.

License
Number
Goes on all
Contracts &
Disclosures
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NC Licensing Law Regulating the Business of Real Estate

Mandatory
NCREC
Reporting

* 10 days to report
* Name or address change
* 60 days to report:
* Convictions
* Discipline of another
occupational license
* Restriction, suspension
or revocation of a
notarial commission

A Provisional Broker
Must Always
Affiliate with a BIC

* Inactive unless affiliated

+ BIC immediately must file
a PB Supervision
Notification form

* Also files License
Activation form

* Effective upon mailing or
delivery to NCREC

* Upon termination BIC
must notify NCREC with 10
days

A PB Can Only Affiliate
with 1 BIC at a Time

* Non-provisional
brokers can
affiliate with
more than 1 BIC

= All BICs must
consent

A Broker
(Non-Provisional)
Operate Without a BIC

C#n

*BUT IF THEY
* Deposit and maintain
trust monies of
another
* Engage in advertising
and promotion
* Hire other licensees

* Then they must
become a BIC

The Broker-in-
Charge (BIC)

* Every firm, entity and
sole proprietorship
must have a BIC at
every office location

* Only 1 BIC per location

* Generally can only be
the BIC for one firm at
atime
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NC Licensing Law Regulating the Business of Real Estate

Shared
Location

* If two firms
share the |
same location (1 T

*The BIC at
that location
can serve for
both firms ==

What’s an
Office?

* Any place of
business where
license acts are
performed

* Monies are
received

* Records are
maintained

Qualifications to
Become a BIC

* Active, non-provisional
status

* 2 years' full-time
experience out of the
last 5

» Complete a 12-hour BIC
course taught by NCREC

* File BIC Designation
Form 2.25

BIC-Eligible

= Same requirements as a
BIC

= Not serving as the
current active BIC for an
office location

* Choose BIC-Eligible
status on Form 2.25
Designation of BIC
Eligibility

|1. 2 years’ experience |1. 2 years’ experience

Achieving BIC or BIC-Eligible
Status -Two Options

within the last 5
years

within last 5 years
2. Take 12-hour BIC

2. Submit form 2.25
*BICEligible status* | OR |3

course

. Submit form 2.25

3. Take 12-hour BIC
course within 120
days of achieving
BIC-Eligible status

within one year after
completion of course

*BIC-Eligible status®
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NC Licensing Law Regulating the Business of Real Estate

Duties of a
BIC A.0110

* Copy of licensee
pocket cards

*Display of BIC
designation

* Notify NCREC of
address changes

Supervisory
Duties of the BIC

* All provisional broker
activity

* Conducting of all
advertising

* Maintenance of the
trust account
* Compliance with agency

* Proper retention of
records

Brokers Must
Maintain
Records 3 Years

*Time measured from
* Distribution of all funds
* Conclusion of the

transaction ,, /

* Conclusion of the agency 7 / /

relationship / /
*Whichever occurs later 4 é é

What Records?

* Contracts & offers

* Leases

= Agency agreements

» Earnest money and trust
account records

= Bank statements

* Disclosure & closing
documents

* Declarations of affiliation
* ANY OTHER RECORD

PERTAINING TO REAL ESTATE
TRANSACTION

BIC-Eligible

* A licensee who met
the requirements but
is no longer serving as
the BIC

= Retention of eligibility
to be redesignated

* Remains BIC-eligible so
long as:

* Always timely renews
* Completes required CE
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NC Licensing Law Regulating the Business of Real Estate

BIC
Education A.0110
+In addition to the (k)
12-hour course to
become a BIC All licensees are subject
to the 8-hour CE

* Must complete by requirement whether:
June 10 every year . pioyisional broker

8 hours CE + Broker
* BIC update - Broker-in-charge
* Elective . BIC-eIig!ble‘

New Requirements
for BIC Class

*8 hours online
*4 hours live

*Can’t take live until
you’ve done online

Termination
of BIC Status A.0110
* Once a BIC, you will (1)
lose that status if: e~

* Fail to renew

* Become inactive

* Fail to complete the
12-hour course

* License is
suspended, revoked
or surrendered

Regaining BIC
Status

* License on active
status

= Apply to be
redesignated

* Complete the
12-hour course
BEFORE being
redesignated

'y
v

lelng Expf red. &

&Inactive * ;7
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Creating &
Maintaining
! Entities

NC Licensing Law Regulating the Business of Real Estate

Forms of Business
Ownership

Limited Partnership
Corporation Liability
Company

Sole Proprietorship

* Formed no
entity

*Tax as
regular
income

* No shelter

* No limit of
liability

* Legal entity

* Owned by stock
holders

* Can be one or
many

* Double taxation

= S Corp reports
income but
doesn’t pay it

Limited Liability
Company (LLC)
= Simple
business entity
* Liability
protection

= Each owner is a
manager

* Reports income
but pays no tax
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NC Licensing Law Regulating the Business of Real Estate

Partnerships

+ General partner
« Full liability

* Limited partner
+ Liability to
extent of
investment

* Every
partnership has
general partners

North Carolina
Licensing Law
Note

* Every entity (Corp.,
LLC, Partnership) other
than a sale proprietor
needs a real estate
license

* A license is obtained
by filing the
application and paying
the fee

* Firm licenses expire on o I‘
June 30 every year .

Trade Names vs.

Entities
.Eoinghus_iness{df F'-rafmtm i %t
ORI KR =[]

the same thing as l

forming an “Entity” i

= A sole proprietor
can use a trade
name and not have
an entity

33

LALAY ™
KESSION ATTITUDE SOM,

An Entity Needs
a Qualifying
Broker

* Must be licensed (NOT
PB)
* Good character
* Must be principal of the
entity
+ Officer of the
corporation
* Manager of the LLC
* Partner of the
partnership

Qualifying
Broker Duties

* Appoint a BIC in each
location

* Maintain and renew
entity license

* Retain firm’s pocket
card

* Notify NCREC of any
changes within 10
days
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Inactive Firm

* A firm entity
becomes inactive if:

* Loses its qualifying

broker
* Loses its BIC

* Doesn’t renew firm
license by June 30

NC Licensing Law Regulating the Business of Real Estate

Limited Commercial

Brokers License

A Limited License for

Those Outside of NC
RO

“n

e

Who Can
Get One?

=Qut-of-state
resident

Licensed in
another state

*Wanting to do
business limited
to commercial in
North Carolina

LT
COMERT Ssare

How Do You
Get One?

+ File an application
* Pay a fee
* Prove licensure in
another state
* No courses
* No exams
* No CEin NC

* Must renew by June 30

COM
REAL ESTATE

Limitations on
the License

* Cannot reside in North
Carolina

* Limited to commercial
transactions

* Cannot be a North
Carolina BIC

* Must affiliate with
North Carolina broker
* Usually the BIC by
office policy, not rule
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NC Licensing Law Regulating the Business of Real Estate

Must Affiliate
with NC BIC

* Declaration of affiliation

* Requires written
brokerage cooperation
agreement

+ North Carolina broker
agrees to manage &
supervise

* May affiliate with more
than 1 broker

= Only 1 affiliation per
transaction

Handling of
Monies and Ads

* Immediately deliver all
trust monies to North
Carolina Broker

* Trust money stays in
North Carolina

* All payment through
North Carolina broker

= All ads must say
* “Limited non-resident
commercial broker”

Fixing an “EXPIRED”
License

* Means you did
not renew by
June 30, or

* Failed to pay the
$45 renewal fee

* Requires
REINSTATEMENT

Expired Less
Than 6 Months

* File a reinstatement
application form

* Pay $90
reinstatement fee

* Disclose any
convictions or
disciplinary actions

Expired More
Than 6 Months
Less Than 2 Years

* File a reinstatement
application form

* Pay $90 reinstatement fee

* Complete one post course
OR

* Retake the NC licensing
exam
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Expired More
Than 2 Years

* Retake 75-hour
prelicensing course

* Retake the NC licensing
axam

* Complete 90 hours of
post

JUST LIKE YOU WERE
NEVER LICENSED. START
ALL OVER AGAIN:

NC Licensing Law Regulating the Business of Real Estate

Fixing an Inactive
License

* If inactive due to
non-affiliation, OR

* Inactive but
current in CE

* File activation
form

* Inactive due to a
CE deficiency
means you did not
complete CE as
required

If You Fail to Meet Post
Licensing Educational

Requirements
* Deadline is -
anniversary date
of license m
* Complete 90 hours - ’ l
per year & - -
* 90 hours must be
completed within

If Inactive Due to CE
Deficiency Less Than
2 Years

* Complete the current year's CE
* 4-hour general update
* 4-hour elective
* Complete deficiency of the
previous year
* Eitherd4or 8
+ Maximum total is 16 hours
of CE

= File activation form License is INACTIVE

If Inactive Due to CE
Deficiency More Than
2 Years

* Complete the current year’s
CE
+ 4-hour general update
* 4-hour elective
* Complete two postlicensing
courses
* Total 60 hours of post

* 60 hours of post + 8 hours

of CE for 68 hours . :
L i License is INACTIVE
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Licensing Case Law Studies & Application
PROBLEMS

1. John is non-provisional broker who is not affiliated
with a BIC, nor is John a BIC himself. He does
business as John’s Realty. He regularly makes referrals
and occasionally represents buyers. The brokerages to
whom he refers clients make checks out payable
directly to John.

A. Must John be affiliated with a BIC?

B. Does John have to become a BIC?

C. Does John have to create an entity?

Real World

[T
5ﬁppli:atiun5

2. Wanda is a BIC for ABC realty. Wanda fails to complete the required BICUP course by

June 10.

A. What will be the status of Wanda’s license on June 30?

B. What will be the impact on ABC Realty?

C. How can Wanda again become the BIC for ABC Realty?

3. David is a provisional broker who wants to create an LLC entity.

A. Can David be the qualifying broker for the entity?

B. Can David be the BIC of the entity?

C. How soon can David create an entity and be both the BIC and the qualifying broker?
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Licensing Case Law Studies & Application
PROBLEMS (CONTINUED)

4. Sandy is a non-provisional broker and wants to start her own company.

A. Can Sandy do this?

B. What requirements must Sandy meet to become the BIC?

C. Does Sandy need to become a qualifying broker?

5. Jill is a non-provisional broker who works out of her home. She is a BIC and is not affili-
ated with any brokerage
A. Can Jill engage in the full practice of real estate?

B. Does Jill need to create an entity?

C. If she creates an entity, will she be the qualifying broker?

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 223



Licensing Case Law Studies & Application
SOLUTIONS & ANSWERS

1. John is non-provisional broker who is not affiliated with a BIC, nor is John a BIC
himself. He does business as John’s Realty. He regularly makes referrals and occasionally
represents buyers. The brokerages to whom he refers clients make checks out payable

directly to John.

A. Must John be affiliated with a BIC?
No, only a provisional broker must be affiliated with a BIC.

B. Does John have to become a BIC?
Jobn does not have to become a BIC unless he (1) handles trust monies of another, (2)
engages in advertising and promotion or (3) hires other licensees. In order to become a
BIC, he will need to have 2 years of experience out of the last 5, file a declaration and
complete the 12-hour course within 120 days.

C. Does John have to have a firm license?
No, Jobn only needs a firm license if he creates an entity. No real estate firm or licensee
ever has to create an entity. John is doing business as a sole proprietor.

2. Wanda is a BIC for ABC realty. Wanda fails to complete the required BICUP course by
June 10.

A. What will be the status of Wanda’s license on June 30?
Wanda’s license will become inactive for failure to complete the required CE. If she had
failed to renew she would have an expired license.

B. What will be the impact on ABC Realty?
A firm location without a BIC becomes inactive and the licensees will be severed. This
will make the licenses of all the provisional brokers affiliated with ABC Realty inactive
as well.

C. How can Wanda again become the BIC for ABC Realty?
Wanda will have to get her license active by completing the required CE (all of the current
year plus making up her deficiency). Then she will have to retake the 12-hour BIC course
before she can be redesignated as the BIC.

3. David is a provisional broker who wants to create an LLC entity.

A. Can David be the qualifying broker for the entity?
No. A provisional broker cannot be a qualifying broker for an entity.
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Licensing Case Law Studies & Application
SOLUTIONS & ANSWERS (CONTINUED)

B. Can David be the BIC of the entity?
No. A provisional broker cannot be a BIC.

C. How soon can David create an entity and be both the BIC and the qualifying broker?
David will first have to complete his post-licensing education. Once he is a non-
provisional broker, he could be a qualifying broker if he meets the requirements. In order
to become the BIC of the entity, he will have to have 2 out of the last 5 years’requisite
experience.

4. Sandy is a non-provisional broker and wants to start her own company.

A. Can Sandy do this?
Yes. She is a full broker, not on provisional status. She could create an entity or operate as a
sole proprietorship.

B. What requirements must Sandy meet to become the BIC?
She will have to demonstrate she has the required experience (2 out of the last 5 years),
file a declaration and complete the 12-hour BIC course within 120 days of her
designation.

C. Does Sandy need to become a qualifying broker?
Sandy does not need to be the qualifying broker. A qualifying broker is only required if she
Jforms an entity. She could be the qualifying broker, but the QB and the BIC do not have to

be the same licensee.
5. Jill is a non-provisional broker who works out of her home. She is a BIC and is not affili-
ated with any brokerage

A. Can Jill engage in the full practice of real estate?
Yes. She is a full broker and a BIC.

B. Does Jill need to create an entity?
No. She can operate as a sole proprietor.

C. If she creates an entity, will she be the qualifying broker?
Probably. Howewver, the BIC and QB do not have to be the same person.
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Chapter 10: Sales Contracts &
Related Procedures

OF REALTORS

The Voico of Real Extate in North Carcline 52

* Joint task forces
* Many revisions & updates

. NORTH CAROUNA 8
5;::: : w_msocm

RO e

The Role of the
Commission

* Doesn’t:

* Create contracts

* Provide the forms
* Approve contracts

*Does: :
p North Ccrollna
a:a::ﬂl::f:;:f::im REAL ESTATE COMMISSION
contracts must contain
* Prescribe 19 essential
elements

Some —
Compliance [

Reminders juat 20112

Purchase contracts Do NOT:
* Reference commission
* Those are in the employment
agreements
* Disclaim liability
* Licensees and brokerages cannot

Nerth Carolina

limit liability for nagﬁgenue aor
RERL ESTRTE COMMNSSION el
* Reference division of earnest
money
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Chapter 10

Delivery of
Instruments A.0106
Rule (a)

*Deliver all documents
immediately, NEVER
later than 3 days

= All written
agreements,
contracts, offers

Retention of
Records
58A.0108

A licensee must provide
copies of transaction
documents:

* To the FIRM OR SOLE
PROPRIETORSHIP
(BIC) with which they
are affiliated

- Within 3 days of
the broker’s receipt

Exception for
Lease Delivery
to Owner

* Exemption for leases and
rental agreements to owner

* Owner authorizes LEASE

* Provide to owner on ——
reasonable request )

= MUST deliver them to ==
owner within 45 days of Lo f—

lease execution

Drafting
Legal
Documents

+ Brokers cannot draft legal

documents
* Contracts, leases involving the

rights of others

* Can complete preprinted
forms

* Parties drafting documents
* Should use an attorney

= May draft documents for
themselves

Con.
w. YOy
-."‘---.,__‘FR--I(\,.

The Purchase
Contract

Seller
GrantOR
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Sales Contracts & Related Procedures

Contracts in Writing

* In Writing per

Statute of Frauds
] = Uniform Electronic
'\ Transactions Act
\ - (UETA)

* Internet forms
* Electronic
signatures

Offer & Acceptance
OFFER

May Withdraw
Anytime Prior Buyer

to Acceptance
OfferOR

ounteroffer VOIDS
Original Offer

Accept
Reject
Counter

Termination of Offers

* By rejection or counteroffer
* Within a prescribed time

+ By revocation prior to
acceptance

* WHEN WITHDRAWN, THERE
IS NO PENALTY TO THE
BUYER AND ALL MONIES ARE

RETURNED
* By death prior to acceptance

After acceptance, binding on
' the estate

The Offer to Purchase

& Contract
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North Carolina Offer to Purchase Contract
NCAR Form 2T Survival Road Map

This form is the conveyance document between the seller and buyer. The actual
torm is located in Modern Real Estate Practices in North Carolina. See Appendix D.

Agency Confirmation

Property Identification
* The property must be accurately described
* The street address is not required

Purchase Price
* The purchase price of the property must be included

Effective Date
+ The date the contract was formed upon last offeree’s signature
*  Not binding until communicated

Settlement, Settlement Date and Closing
*  Closing is the recording of the deed
 Settlement is the process of signing and gathering funds
Funds are not disbursed until recording

Fixtures & Personal Property
*  Offer contains a list of items that automatically transfer
*  Personal property does not get conveyed with the contract
*  Personal property gets conveyed with a separate bill of sale

Buyer Representations & Obligations
* To close as promised
 To pay certain fees and expenses
* To conduct all due diligence, appraisal, mortgage, inspections within the

due diligence period

Seller Representations & Obligations
 To convey clear title

* If seller breaches, must refund earnest money, due diligence fee and reasonable costs

incurred by buyer during the due diligence period

Condition of Property/Risk of Loss
* Risk of losses travels with title to the property
* Seller promises same or better condition as of the date of contract

Delay in Settlement or Closing
«  Time is NOT of the essence
* Provides a 14-day delay grace period
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Sales Contracts & Related Procedures

% The NCAR/NCBA #
Residential Offer
to Purchase &
Contract
Form 2T

selected Highlights,

"Which the comracts  Contingency

based
* Sale of my home
= Appraisal o
* Financing %“
* An unmet

contingency relieves
the parties from
liability

* In NC, buyers have

the due diligence
period to satisfy all
concerns

The NCAR/

NCBA

Virtually nc.r‘_.- =

contingencies

‘

Not So Great News!...

Everything done by end

of due diligence period

With the Purchase Price
the Buyer Tenders
Additional Funds

paid in U.S. Dollars upon the following terms:

BY DUE DILIGENCE FEE made payable and delivered to Seller
by the Effective Date

BY INITIAL EARNEST MONEY DEPOSIT made payable and
delivered to Escrow Agent named in Paragraph 1(f) by 1 cash

(d personal check [ official bank check [ wire transfer, EITHER
[ with this offer OR [ within five (5) days of the Effective Date
of this Contract.

) BY (ADDITIONAL) EARNEST MONEY DEPOSIT made
payable and delivered to Escrow Agent named in Paragraph 1(f) by

(d) “Purchast Price"

cash or immediately available funds such as official bank check or
wire transfer no later than

TIME BEING OF THE ESSENCE with regard to said date.
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Chapter 10

Handling of [aa

NXxC
Trust Money N A 0116

* Firms only need trust
accounts if they hold money
belonging to others

* Earnest money always goes %
to a trust account N

* The brokerage's
+ Escrow agent (attorney)

* D.D.F. never goestoa

broker’s trust account

Keep the Money Rules

Straight
Due
e Earnest
Diligence Money
Fee
*To the seller * To a trust account
+Onthe effective v thin 5 days
date * Provisional broker
. i delivers to the BIC
32‘.15:2"“ immediately
» Buyer controls * BIC deposits to the trust
until delivery account - 3 business day

rule

The 3-Day Deposit
Cash? Or Check?

*If check
* BIC may hold and
count the 3 days
from acceptance
of contract

*If cash
* BIC must deposit
immediately

by )
o
&

One Banking
Day to
Remedy
Insufficient
Funds

Should Buyer fail to deliver either the Due Diligence Fee or any Initial Earnest Money
Depasit by their due dates, or should any check or other funds paid by Buyer be dis-
honored, for any reason, by the institution upon which the payment is drawn, Buyer

shall have one (1) banking day after written notice to deliver cash or immediately avail-
able funds to the payee. In the event
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Proper Disposition of
the Due Diligence Fee

+ Compensates the
seller for the
property being off
the market

Proper Disposition of
Earnest Money

* Return to buyer if offer is
cancelled or withdrawn prior to
acceptance

» Transfer to closing attorney no

- more than 10 day '

BEFORE AFTER
5:00 PM 5:00 PM
Due Diligence Due Diligence
Date Date
*Seller keeps due *Seller keeps due

diligence fee diligence fee

*Buyer gets earnest = Seller keeps earnest
money deposit back  money deposit

Once There ls a
Contract & EMD Is in
the Trust Account it
Only Gets Released

credit at

The Due Diligence
Period (DDP

* Due diligence fee

compensates the seller
for the home being off
the market

* No return if buyer
cancels

* Buyer has period to
complete all due
diligence
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Chapter 10

(h) “Due Diligence”: Buyer’s opportunity during the Due Diligence Period to investi-
gate the Property and the transaction contemplated by this Contract, including but not
necessarily limited to the matters described in Paragraph 4 below, to decide whether

Buyer, in Buyer's sole discretion, will proceed with or terminate the transaction.

(1) “Due Diligence Fee™ A negotiated amount, if any, paid by Buyer to Seller with this
Contract for Buyer's right to conduct Due Diligence during the Due Diligence Period.
It shall be the property of Seller upon the Effective Date and shall be a credit to Buyer
at Closing. The Due Diligence Fee shall be non-refundable except in the event of a ma-
terial breach of this Contract by Seller, or if this Contract is terminated under Paragraph
8(1) or Paragraph 12, or as otherwise provided in any addendum hereto. Buyer and Seller
each expressly waive any right that they may have to deny the right to conduct Due
Diligence or to assert any defense as to the enforceability of this Contract based on the
absence or alleged insufficiency of any Due Diligence Fee, it being the intent of the par-
ties to create a legally binding contract for the purchase and sale of the Property without
regard to the existence or amount of any Due Diligence Fee.

(j) “Due Diligence Period™: The period beginning on the Effective Date and extending
through 5:00 p.m. on

TIME BEING OF THE ESSENCE with regard to said date.

Buyer Has a Right to
Cancel Within the
Due Diligence Period

4 BUYER'S DUE DILIGENCE PROCESS:

WARNING: BUYER IS STRONGLY ENCOURAGED TO CONDUCT DUE_DILIGENCE DURING THE DUE
DILIGENCE PERIOD. If Buyer is ot stisfied withthe results or progress of Buyers Die Diligence, Buser should termumate ths
Contract, PRIOR TO THE EXPIRATION OF THE DUE DILIGENCE PERIOD), uless Buyer can obtain a witten extension from
Seller, SELLER IS NOT OBLIGATED TO GRANT AN EXTENSION. Although Buyer may confimue to tvestigate the Property
followng the expration of the Due Diligence Period, Buyer's flure fo delver a Termunation Notice o Seller priorfo he expiration
of the Due Diligence Pertod wall constitute a warver by Buyer of any rightto termunate this Contract based on any matfer relating o
Buyer's Due Diligence. Provided however, folowing the Due Dilgence Pertod, Buyer may still exercise a righ o termmate if Seller
Eals to materally comply with any of Seller's obligations under Paragraph § of this Contract o for any other reason permutted under
the terms of this Contraet or North Carolina law.

k> .. Beyond the Due
P £ ~ . Diligence Period
£ : NO
" ~  Contingencies
.35‘".&’:"’”’.( ’ o *Financing
" ﬁ"fo,,b"} o "Appraisals
Ho ~ 7 .%a *Surveyissues
v *Homeowner’s
M&ﬂ“"‘ : insurance
: ,gof *Flood problems
0““ f‘ I.nﬁ
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Sales Contracts & Related Procedures

N Forfeiture of DDF

of & EMD Are the
ONLY Seller

ts Remedies

(e) “Earnest Money Deposit™ The Initial Earnest Money Deposit, the Additional Earnest Money Deeposit and any
other earnest monies paid in connection with this transaction, hereinafter collectively referred to as *Earnest Money
Deposit™, shall be deposited and held in escrow by Escrow Agent until Closing, at which time it will be credited to
Buyer, or until this Contract is otherwise tetminated. In the event: (1) this offer is not accepted; or (2) a condition of
any resulting contract is not satisfied, then the Earnest Money Deposit shall be refunded to Buyer. In the event of
breach of this Contract by Seller, the Earnest Money Deposit shall be refunded to Buyer upon Buyer’s request, but
such return shall not affect any other remedies available to Buyer for such breach. In the event of breach of this Con-
tract by Buyer, the Earnest Money Deposit shall be paid to Seller upon Seller’s request as liquidated damages and as
Seller’s sole and exclusive remedy for such breach, but without limiting Seller’s rights under Paragraphs 4(d) and 4{e)
for damage to the Property or Seller’s right to retain the Due Diligence Fee. It is acknowledged by the parties that
payment of the Earnest Money Depuosit to Seller in the event of a breach of this Contract by Buyer is compensatory
and not punitive, such amount being a reasonable estimation of the actual loss that Seller would incur as a result of
such breach. The payment of the Earnest Money Deposit to Seller shall not constitute a penalty or forfeiture but ac-
tual compensation for Seller's anticipated loss, both parties acknowledging the difficulty determining Sellers actual
damages for such breach. If legal proceedings are brought by Buyer or Seller against the other to recover the Earnest
Money Deposit, the prevailing party in the proceeding shall be entitled to recover from the non-prevailing party rea-
sonable attorney fees and court costs incurred in connection with the proceeding.

Settlement
(Signing of All Documents)
Can be Delayed up to 14
Days Without Causing a

Breach

(k) “Settlement”: The proper execution and delivery to the closing attorney of all docu-
ments necessary to complete the transaction contemplated by this Contract, including

the deed, settlement statement, deed of trust and other loan or conveyance documents,
and the closing attorney’s receipt of all funds necessary to complete such transaction.

(I) “Settlement Date™ The parties agree that Settlement will take place on
(the “Settlement Date”), unless

otherwise agreed in writing, at a time and place designated by Buyer.
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Chapter 10

Closing Is Defined as
Recordation

(m) “Closing™ The completion of the legal process which results in the transfer of title
to the Property from Seller to Buyer, which includes the following steps: (1) the Settle-
ment (defined above); (2) the completion of a satisfactory title update to the Property
following the Settlement; (3) the closing attorney’s receipt of authorization to disburse
all necessary funds; and (4) recordation in the appropriate county registry of the deed(s)
and deed(s) of trust, if any, which shall take place as soon as reasonably possible for the
closing attorney after Settlement. Upon Closing, the proceeds of sale shall be disbursed
by the closing attorney in accordance with the settlement statement and the provisions
of Chapter 45A of the North Carolina General Statutes. If the title update should re-
veal unexpected liens, encumbrances or other title defects, or if the closing attorney is
not authorized to disburse all necessary funds, then the Closing shall be suspended and
the Settlement deemed delayed under Paragraph 13 (Delay in Settlement/Closing).

Amendment:

Changing

Terms of
Existing

Contract

All changes

should be dated &
and initialed by é
all parties CO

Addendum:

Use of \ ¢
specific -
forms to #) -

add terms o
to the é\

contract . O X

236
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+ Additional provisions

* Back-up contract

! er possession
before closing

* Seller possession after
closing

= Contingent sales
St

* Short sale addendum

* Vacation rental
addendum

There Are Lots of
Various Addenda

Prelicensing
Students Are
NOT Responsible
for Knowing All
of the Addenda

Time ls

e

Essence

Of the

= Deadlines strictly
enforced

* Due diligence
5:00 PM

* Deposit of
additional earnest
money

Multipl?

Don’t Reveal Multiple Offers
Without the Seller’s Permission &
by Law in North Carolina We Are
Required to Treat All Buyers...

Can’t
Disclose
Terms
Without
Buyer’s

onsent

Sales Contracts & Related Procedures

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com

237



Chapter 10

Fundamental
Communication

*Communicate

all offers

promptly 1
*Everyone gets

a copy of s

everything .

they sign

{ '
%:thods of

-~/ Communicating

Acceptance
= iy

238

North
Carolina

‘Communication
& Offers Rules

When the acceptance of
J

the offer is
communicated to
the other party and/or “
their agent, the contract

becomes bindingin .
North Carolina! -
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Sales Contracts & Related Procedures

Here's your Woohoo! |
offer from the accept!

buyer!

CONTRACT?

No. Acceptance
is NOT
communication.

My client
Here’s my agrees and
buyer’s full accepts!
price offer!

CONTRACT?

Special agents
cannot accept
offers on behalf
of their client.

My buyer has
accepted and agreed
to all terms of the
counteroffer!

Great. We have
a contract!

CONTRACT?

Yes. Because
communication
to the agent is
communication
to the principal!
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Chapter 10

Remember: Communication

& Delivery of Everything
Must Happen...

IMMEDIATELY l

but NEVER later than
1i |

3 days 1

The Mailbox Rule

* Measure
communication from

when it is SENT, not
received

*Same rule applies to:

* Emails
* Text messages

*Voice mails

Installment Land

Contracts

* AKA: Land
contract, land

sales contract, :
contract for deed ‘
* Not just for land NJ

* Purchasing a
home on the

layaway plan

240

Installment Land Contact
(Contract for Deed)

VendEE
(Prospective

VendOR

(Owner)

Making Payments

No transfer of deed until the last
payment is made

(example of equitable title)
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Sales Contracts & Related Procedures

Characteristics of Land
Installment Contracts

* Buyer provides
down payment

» Seller retains title

* Buyer makes
payments

* Seller transfers
title upon full
payment

Specific North Carolina

Requirements

*Seller must record within
5 days of execution

*Buyer must be given 30
days to cure default prior
to forfeiture of interest

Options to Purchase

= Must be in writing

* Conner Act
requires recording

« “I will sell IF you o
decide to buy.”

* Deliverin3
calendar days

An Option ls a
i (._':_ontract

OptionOR ?::j OptionEE

(Owner) &S ¥ (Prospect)

#__
The OptionOR is bound to sell, the

OptionEE is not bound to buy

Remember “OR” gives & “EE” receives

Right of First Refusal

* A pre-emptive right

to buy the property Ui
* | get to buy IF you Y
decide to sell i i
|/
* Also a unilateral - .l’_)_/., _
contract ' =y

* Owner is NOT

obligated to sell
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Notes From Review of the Offer to
Purchase and Contract for New Homes

Review of

Form 800T
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Notes From Review of the Offer to
Purchase and Contract for Vacant Land

Review of
Form 12T
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Chapter 10 Vocabulary Venture
Get in Shape Review

Contract for Deed:

Due Diligence Fee:

Effective Date:

Equitable Title:

Installment Land Contract:

Legal Title:

Liquidated Damages:

Offeror:

Offeree:

Option:

Optionor:
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Chapter 10 Vocabulary Venture
Get in Shape Review (CONTINUED)

Optionee:

Right of First Opportunity to Purchase:

Right of First Refusal:
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Your Self-Assessment Survival Guide Checklist
End of Chapter 10

J Review Questions in Principles & Practices, Chapter 10

J Superior Online Quiz for Chapter 10

J Vocabulary Venture

D Review Form 2T: Residential Offer to Purchase and Contract

Percentage on Principles & Practices Chapter 10 Review

Percentage on Superior Online Chapter 10 Quiz

In the interests of my own success and survival,

| certify that | have completed the above checklist.
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Assessment
#1

In-Class Assessment #1

Review &

Practice Review & Practice Session
ession

In-Class Midterm #1 Review

Percentage on Midterm #1 Review

Exam & Test Tips

Read the entire question
Read every answer
Watch OUT for the word EXCEPT
« Before you answer, ask yourself:“What is the
question asking me?”

Manage time — Save math for last

—

Superior Jeoa'rdy

Superior Jeopardy Game Show Review
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Broker Prelicensing Midterm #1
Self-Assessment

1.

248

The seller of a property has cold feet and has decided to breach an otherwise valid contract
by not completing the sale. The buyer has elected to sue for specific performance. What
could be the result of such an action?

A. The seller must reimburse the buyer for all expenses, but will not be forced to
sell the home.

B. The buyer may seek punitive damages with treble damages.

C. The court may force the seller to sell the home.

D

. The seller may force the buyer to rescind the contract.

The terms meridian and parallels refer to which of the following real property legal
descriptions?

A. Plat maps
B. Lot and block references
C. Metes and bounds

D. Government survey rectangular method

Provisional broker John works for Sandra, who is a BIC. Sandra has a listing that one of
John'’s buyer clients wants to see. In regard to the agency relationship that will be formed
with John’s buyer client, what type of agency relationship will both John and Sandra have
in this transaction?

A. They will both be single agents.

B. They will both be dual agents.

C. They will both be designated agents, if that is what the firm practices.
D. John will be a designated agent and Sandra will be a dual agent.

Which of the following statements is correct regarding members of the North Carolina
Real Estate Commission:

A. There are 9 Commission members who are appointed by the governor.

B. The Commission members are all members of the real estate profession.

C. Members of the Real Estate Commission are appointed by both the governor and
the Legislature, and at least 3 of them must have a real estate license.

D. The Real Estate Commission must have at least 3 members from the general public.
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Broker Prelicensing Midterm #1
Self-Assessment (CONTINUED)

5. Once a provisional broker is licensed, in regard to continuing education, the provisional
broker must adhere to which of the following Commission Rules:

A. Complete 90 hours of CE in the first 3 years of licensure
B. Complete 8 hours of CE, plus 30 hours of postlicensing in the first year of licensure
C. Complete 8 hours of CE every year by June 10, prior to the second renewal of
the provisional broker’s license
D. Complete 8 hours of CE every year, commencing upon completion of the
postlicensing requirement

6. Which of the following is true regarding supply and demand in the real estate market?

A. As demand increases and supply increases, prices tend to increase.

B. As demand decreases and supply increases, prices tend to increase.
C. As supply increases and demand decreases, prices remain the same.
D. As supply decreases and demand increases, prices tend to rise.

7. All of the following would be considered an appurtenance, EXCEPT:

A. A building on the property

B. The right or privilege to exclude others from the property
C. A fence that surrounds the property

D. Growing crops that are attached to the ground

8. A homeowner lives in a homeowner’s association that has some protective covenants
originally created by the developer. One of the neighbors has constructed a shed on their
property, which violates these provisions. The homeowner would be able to enforce these
by a process that would involve:

A. Contacting the local zoning authority about the violation

B. Submitting written notice of the violation to the developer

C. Filing a lawsuit in court

D. They cannot be enforced if the neighbor properly obtained a variance
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9.

10.

11.

12.

13.
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All of the following items would normally remain with a property and transfer to the new

owner, EXCEPT:

A. Gas logs attached to pipes in a fireplace

B. Awnings that have been installed above the home’s windows
C. A $4,000 gazebo in the backyard with no foundation

D. A $100 pewter switch plate cover next to the front door

A homeowner would like to install a new heating and cooling system. His home is
50 feet by 70 feet and has 10-foot ceilings. The home also has a 20 foot by 20 foot
detached garage. What is the total cubic footage of air in this home?

A. 24,500 cubic feet

B. 2,450,000 cubic feet
C. 245,000 cubic feet
D. 35,000 cubic feet

A two-acre rectangular parcel has four lots. Each lot is 90 feet wide. How many feet deep
is each lot?

A. 87,120 feet
B. 24.2 feet
C. 242 feet
D. 190 feet

Which of the following statement is true about timeshares?

A. They do not have to be registered with the NC Real Estate Commission.

B. They may be transferred prior to registering with the NC Real Estate Commission.
C. They must be registered with the NC Real Estate Commission prior to sale.

D. The timeshare broker may be fined by the NC Real Estate Commission.

All of the following are considered to be leasehold interests in real estate, EXCEPT:
A. Estate for years

B. Estate at will

C. Estate at sufferance
D. Life estate
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14. An owner of a property reserved a life estate that was conditioned upon the life of a
relative. At the end of the life estate, the owner specified that the property was to be
transferred to their children. What type of interest do the children have in the property?

A. A reversionary interest
B. A life tenancy
C. A fee simple ownership

D. A remainder interest

15. A neighbor has been using a lot that is adjacent to them for a long period of time.
They regulary mow the grass and have had a garage and shed constructed on the lot.
If the original owner decides to sell the lot, does the neighbor have any legal rights
to the property?

A. Yes, the neighbor is a squatter. If they use the property for the statutory period,
they may claim ownership by adverse possession.

B. No, squatters are never allowed to acquire property; they may only receive a
prescriptive easement.

C. Yes, but only if the neighbor files with the clerk of court and pays fair market value for
the property.

D. No, the neighbor may not acquire the property because they never had the owner’s
permission to use the property.

16. None of the following are essential elements of a contract to purchase real property,

EXCEPT:

A. Earnest money

B. Consideration

C. Due diligence fee

D. Recording prior to closing

17. A buyer had their offer accepted by the seller, but has decided to cancel within the due
diligence period. In this situation:

A. The listing broker agent must complete the Earnest Money Release form with the
seller’s and buyer’s signatures before releasing any earnest monies to the buyer.

B. The buyer is entitled to a refund of both their earnest money and their due diligence fee.

C. The earnest money must be returned to the buyer immediately.

D. The broker can only release the money to the buyer without the seller’s consent if the
broker is acting as a dual agent.
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18. A buyer and seller are under contract. While under contract, the buyer lost their job and is
unable to produce the necessary funds for closing. The listing firm insists that the seller pay
the commission promised in the listing agreement. The listing firm’s argument is that they

produced a ready, willing and able buyer. Which of the following will most likely occur?

19.

20.

21.

252

A.

B.

The listing firm will be able to collect because the listing agreement is a valid binding
contract, even if the buyer is unwilling and unable.

The listing firm will not be able to collect because the Good Funds Settlement Act
requires funds to be good.

. The listing firm will most likely have a difficult time collecting their commission

because the buyer did not produce the necessary funds.
The listing firm should place a lien on the buyer’s real and personal property to collect
their commission.

A sixteen-year-old enters into a contract to purchase an investment property from an
elderly couple. What is the status of the contract?

A.
B.

The contract is voidable at the seller’s option.
The contract is enforceable as long as all the essential elements of the contract
are present.

. The contract is void because the elderly couple entered it with a minor.

C
D.

The contract is voidable at the buyer’s option.

In the state of North Carolina, building codes have been established to create minimum
construction standards to assure the safety of the building’s occupants. Which of the
tollowing statements is correct regarding building codes?

A.

B.

C.

D.

Building codes are created at the local level but enforced by the state.

Building codes are created and enforced at the local level.

Building codes are created at the state level through the Building Code Council

but enforced at the local level.

There are no building codes in North Carolina. Enforcement of construction is done
through zoning.

A life tenant who has received a conventional life estate may do all of the following,

EXCEPT:

A.

Sell their interest in the property

B. Will their interest to their children

C.
D.

Encumber the property
Obtain a loan against the property
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22.

23.

24.

25.

Two properties are adjacent to each other. One of the properties benefits from the
existence of an easement. In regard to the property that is benefiting, what is the
easement called?

A. Dominant easement
B. Servient easement

C. Easement in gross

D. Easement appurtenant

John is the BIC at ABC Brokerage. Paul is a provisional broker at ABC, and Sally is a full
broker at ABC. Fred is a full broker with XYZ Brokerage. Under this situation, who can

properly be named as designated agents in a real estate transaction?

A. John & Sally
B. John & Paul
C. Paul & Fred
D. Fred & Sally

On June 1, Sandra received a phone call from a buyer who asked if a particular property
was still on the market. During the phone call, they scheduled an appointment with
Sandra to see the property. On June 5, she met the buyers at her office and discussed with
them their loan prequalification and their reasons for moving. On June 8, the buyer wrote
an offer on the property. When must Sandra provide the buyers with the NCREC
brochure, Working With Real Estate Agents?

A. On June 1, when they first contacted her.

B. On June 1, because she plans to show them the property.
C. On June 5, when she met with them in her office.

D. On June 8, prior to the buyers writing an offer.

Jan is the BIC with Top Gun Realty. She has a listing agreement with a seller, and one of
her provisional brokers, Donald, has a buyer under a buyer agency agreement. Donald’s
buyer wishes to see the property listed by Jan. In regard to the clients in this transaction,
Jan and Donald will be in what type of agency relationship?

A. Single agents

B. Designated agents

C. Dual agents

D. They cannot be in an agency relationship because Jan is a BIC and Donald is a
provisional broker.
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26. Ben & Jerry, two ice cream moguls, decided to purchase a property and took title as
tenants in common. If Jerry dies intestate, who will control his interest in the property?

A. Whoever Jerry has named in his will.

B. Ben will own the property.

C. Jerry’s spouse and children will own the property.

D. The property will be owned according to state laws on intestate succession.

27. Which of the following statements made by a real estate agent could create an implied
agency relationship between the real estate agent and a buyer?

A. “I need to let you know that the roof has a small leak and the seller is addressing it.”
B. “Doesn't this pea green carpet look stunning?”

C. “You should take this deal; it’s the best one for you.”

D. “There has been talk of a new highway being sited just a half a mile from here.”

28. All of the following would create an agency relationship, EXCEPT?

A. The payment of money

B. A written agency contract between the buyer and agent
C. An oral buyer agency agreement

D. The actions of the parties

29. The process by which the government takes title to private land for the public use and
pays the owner just compensation is known as:

A. Eminent domain

B. Condemnation

C. Easement by necessity
D. Police power

30. In a cooperative, what the buyer receives is an interest in:
A. A corporation’s stock and a proprietary lease
B. Jointly owned tenancy in common

C. Their unit and an undivided interest in the common area
D. The ownership of the building by the entireties
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31. The encumbrance that takes priority over all other liens on a property is:

A. The lien for any unpaid property taxes
B. Recorded mechanic’s liens

C. Liens of the homeowner’s association
D. Federal IRS income tax liens

32. All of the following would be an encumbrance on a parcel of real estate, EXCEPT:

A. Real estate taxes

B. A loan made by a bank

C. An easement

D. Unpaid medical bills that are in collections

33. The Statute of Frauds requires that:

A. Deeds must be recorded to be valid.

B. Deeds must be notarized.

C. Contracts for the exchange of real estate must be in writing in order to be enforceable.
D. All leases for longer than one year must be in writing.

34. Jack, a buyer, was never provided with a Residential Property Disclosure Statement by the
seller. Under NC law, Jack has the right to:

A. Cancel his contract within 5 days.

B. Cancel his contract at any time prior to closing.

C. Cancel his contract within 3 days of the date of his offer.

D. Cancel his contract within 3 days of the date the contract was accepted.

35. The ad valorem tax rate may adjust:
A. Once at least every 8 years
B. Once at least every 4 years
C. Once a year
D. Once at least every 2 years

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 255



Broker Prelicensing Midterm #1
Self-Assessment (CONTINUED)

36. A provisional broker whose firm has a listing with a seller owes fiduciary obligations to
the seller when working with the seller because:

A. The client is the provisional broker’s client.

B. All agents owe fiduciary duties to sellers.

C. Subagency imposes on the provisional broker the fiduciary obligations of the firm.
D. The seller is the provisional broker’s customer.

37. How many acres are there in the following legal description: the N %2 of the SE % and
the SE % of the NE %

A. 80 acres
B. 40 acres
C. 120 acres
D. 160 acres

38. Which characteristics are correct regarding a planned unit development (PUD)?

A. There is typically no homeowner’s association associated with a PUD.

B. PUD differs from a normal subdivision in that buildings may be clustered together
rather than complying with normal lot size and setback, which leaves more room for
open spaces and recreational areas.

C. PUDs can only exist in areas that have spot zoning.

D. The homeowners in a PUD hold title to the common areas as tenants in common.

39. The annual property tax bill is $3,780. If the tax rate is 180 mills, what was the assessed
value of the property?

A. $2,100.00
B. $21,000.00
C. $210,000.00
D. $680.40
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40.

41.

42.

A licensee tells a prospective buyer that the home they are buying contains great insulation
and low-cost utility bills without doing any research or investigation. If the insulation in
the home turns out to be of inferior quality and the heating bills extremely high, the
representation made by the licensee to the buyer would be best classified as:

A. Puffing

B. Willful omission

C. Negligent misrepresentation
D. Willful misrepresentation

The following statements are correct about tenancy by the entirety, EXCEPT:

A. Property that is purchased after marriage, if held in both the husband and wife’s
names, will by default be titled as tenants by the entirety.

B. If a married couple becomes separated, any property they acquired after marriage will
remain as tenants by the entirety unless they take action to change the ownership status.

C. Property acquired prior to marriage does not automatically become tenancy by the
entirety ownership.

D. If a married couple becomes divorced, any property acquired during the marriage that
was deeded as tenancy by the entireties will remain as such.

A buyer makes an offer on a property. After the offer has been presented, the listing agent
informs the buyer’s agent that there are multiple offers being presented to the seller. When
the buyer is informed of the multiple offer situation, the buyer asks the buyer’s agent,
“What are the prices of the competing offers?” Under NC Real Estate Commission rules:

A. The listing agent can never disclose prices and terms of competing offers on the
property.

B. The seller can give the listing agent permission to “shop offers” and disclose the prices,
terms, conditions and provisions to all buyers’ agents.

C. If all buyers making offers on the property agree that their offers can be disclosed to
other buyers, then mutual agreement by the buyers will allow disclosure of the price
and terms of all offers.

D. The disclosure of the price and terms of other offers is only permitted when the agent
is practicing single agency.

Superior Prelicensing Adventure Guide © April 2020 + superiorschoolnc.com 257



Broker Prelicensing Midterm #1
Self-Assessment (CONTINUED)

43. Which of the following statements is correct regarding the NC Timeshare Act?

44,

45.

258

L.

SO

A person who sells timeshares for a timeshare developer must have a NC real estate
license.

. The NC Real Estate Commission can fine a timeshare developer $500 for each

violation of the NC Timeshare Act because of actions of the developer or their agents.

I only

IT only

Both I and II
Neither I nor 11

Which of the following statements is correct regarding NC Residential Property
Disclosure Act?

L.

IL.

SO

Sellers are required to disclose all defects in their property.

If the buyer does not receive the NC Residential Property Disclosure Statement by
time of offer, then the buyer has a 5 calendar day period of time to cancel the sales
contract.

I only

IT only

Both I and II
Neither I nor 11

In many states, other than North Carolina, property is considered to be equal between
husband and wife. Any property acquired during the marriage is deemed to have been
obtained by mutual effort. When a spouse dies, the surviving spouse retains their one-half
interest in the property and the other half of the estate is inherited by the decedent’s heirs.
In what manner do these people hold title:

A. Joint tenancy

B.

C.
D.

Tenancy in common
Community property
Tenancy by the entireties
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46. The reason that deeds are recorded under the Conner Act is because:

A. Deeds are subject to the Statute of Frauds.

B. Recording provides actual notice to all of the parties in the transaction.
C. Recording provides constructive notice of the transfer.

D. The Conner Act does not require deeds to be recorded.

47. All of the following would be ways in which an agency relationship can be terminated

without the parties incurring any further liability, EXCEPT:

A. Death of the principal
B. Destruction of the property
C. Unilateral revocation

D. Filing of bankruptcy by the seller

48. A licensee who is involved in a transaction as a dual agent must:

I. Disclose and get the consent of all parties involved
II. Avoid discussions about motivations, prices and terms with all parties

I only

IT only

Both I & 11
Neither I nor II

Sowx

49. What is the typical type of agency between a seller and a real estate firm?

A. Universal
B. General
C. Special

D. Servient
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50.

51.

52.

53.
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A deed that only warrants claims and encumbrances against the property during the term
of the grantor’s ownership is a:

A. General warranty deed
B. Bargain & sale deed
C. Quit-claim deed

D. Special warranty deed

During the previewing of a property, the prospective buyer asks the listing agent about
whether or not a garage located on the property is within the boundaries of the property
line. If the garage extends over the property line, which of the following statements is

false:

A. The agent should advise the buyer to get a survey.

B. The seller is required to disclose the existence of the encroachment on the seller’s
property disclosure.

C. The existence of an easement for such a purpose would solve an encroachment
problem.

D. If the garage has existed for a required statutory period, the issue may be resolved by
the existence of a prescriptive easement.

All of the following would result in termination of an easement, EXCEPT:

A. Sale of the property
B. Merger

C. Mutual agreement
D. Abandonment

A valid and enforceable contract must have all of the following elements, EXCEPT:
A. Contain a meeting of the minds
B. Be for a legal purpose

C. Monetary consideration
D. Competent parties
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54. Which of the following statements are correct regarding the issuance of title insurance:

55.

56.

57.

A. The title insurance will insure the owner against any encroachments or issues with
the property.

B. The title insurance protects the purchaser.

C. The title insurance only protects against errors in the recorded documents and any
undisclosed liens or encumbrances.

D. The title insurance should be obtained by the owner to protect the owner’s investment

and equity.

This type of legal description would be used in heavily populated areas and is usually used
to convey the smallest parcels in subdivisions:

A. Metes and bounds
B. Government survey
C. Lot and block

D. Street addresses

The annual taxes on a parcel of property are $2,800. These taxes have been paid by the
seller. When the property is transferred, how will the proration of these taxes be handled
on the Closing Disclosure:

A. A debit to the buyer and a debit to the seller

B. A debit to the buyer and a credit to the seller
C. A credit to the buyer and a debit to the seller
D. A credit to the buyer and a credit to the seller

Under the federal Sherman Anti-Trust Act, which of the following statements would a
real estate professional be legally permitted to make:

A. Informing a consumer that another company does not train its agents well

B. Telling a prospective seller that if they check around they would find that your
commission is about the average in the market

Informing a client that your broker insists that the commission be 7%

Ca

. Telling a buyer to avoid looking at a certain listing because the agent listing it works
with a company with a bad reputation
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58.

59.

60.

61.
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All offers to purchase and documents to clients should be delivered:

A. Within 3 days of the signature of all parties

B. Immediately, but never later than 3 business days
C. Immediately

D. Immediately, but never later than 3 calendar days

Once a provisional broker has taken possession of earnest money and due diligence fees:

A. The earnest money and due diligence fees must be deposited into a trust account.

B. The provisional broker may hold the earnest money until the contract is accepted and
the due diligence fee should be given to the seller immediately.

C. All monies should be delivered to the BIC immediately.

D. The due diligence fee is refundable during the due diligence period, but the earnest

money is not.

An offer to purchase would include all of the following, EXCEPT:

A. Confirmation of the agency relationship of the parties
B. The fees to be charged to the parties

C. An accurate description of the property

D. The obligations and duties of the buyer to the seller

Which of the following is correct regarding the cancellation of a timeshare agreement in
North Carolina?

A. The buyer has 5 days to cancel, and the developer must refund their money
with 10 days.

B. The buyer has 3 days to cancel, and the feveloper must refund their money
within 15 days.

C. The buyer has 5 days to cancel, and the developer must refund their money
within 30 days.

D. The buyer has 3 days to cancel, and the developer must refund their money
within 10 days.
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62.

63.

64.

65.

A buyer tendered an offer to purchase with a 10-day due diligence period and a settlement
date for 30 days later. The buyer provided a $3,000 earnest money deposit and a $500 due
diligence fee. Three days prior to closing, the buyer lost their job and now cannot complete
the transaction. Under this scenario, what will be the disposition of the funds:

A. The buyer will get back their earnest money deposit and due diligence fee.
B. The buyer will lose both their earnest money and due diligence fee.

C. The buyer loses their due diligence fee but will get back their earnest money.
D. The buyer loses their earnest money but gets back their due diligence fee.

All of the following would be terminated at the death of the parties, EXCEPT:

A. An offer to purchase that has not yet been accepted
B. A listing agreement
C. A life estate

D. A purchase contract that has been fully signed and accepted by all parties

Which of the following statements is correct regarding the seller’s property disclosure
statement:

A. The seller must disclose all material issues with the property.

B. If the statement is not provided to the buyer, the buyer has 5 days to cancel the
contract.

C. The agent may be liable for the seller’s omissions if the agent did not disclose material
facts.

D. Agents and sellers are only liable for the representations they make.

The annual taxes on a parcel of property are $2,520. These taxes have not been paid by the
seller. If closing occurs on November 15 and the escrow agent is instructed to collect and
pay the full taxes, how will this appear on the Closing Disclosure?

A. The buyer will be debited $2,520.

B. The seller will be credited $315, and the buyer will be debited $2,205.
C. The buyer will be credited $315, and the seller will be debited $2,205.
D. The buyer will be debited $315, and the seller will be debited $2,205.
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66. Under which of the following type of listing agreement will an agent be paid only if they
or another agent find the buyer, but not if the seller sells the property on their own?

A. Open listing

B. Net listing

C. Exclusive right to sell listing
D. Exclusive agency listing

67. The substitution of an existing contract for another contract is a concept known as:

A. Assignment
B. Reallocation
C. Novation
D. Rescission

68. A bargain and sale deed would contain which of the following covenants:

A. Covenant against encumbrances
B. Covenant of further assurances
C. Covenant of seizin

D. Covenant of quiet enjoyment

69. Which type of property ownership blends ownership of a unit with tenancy in common?

A. Townhomes

B. Condominiums

C. Cooperatives

D. Planned unit developments

70. An agent must discuss agency with a prospective buyer or seller at “first substantial con-
tact.” This is the moment the consumer begins talking about confidential information;
motivation; personal wants, needs, and desires; or any terms and conditions they would
accept regarding the purchase of a home. All of the following information is required to

be discussed/provided, EXCEPT:

A. The agent must discuss their brokerage split with their firm.

B. The agent must provide the Working with Agents brochure.

C. The agent must discuss and explain the agency relationships that are available to
the consumer.

D. The agent must disclose the status of their agency relationship with the consumer.
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71. When someone dies testate, the people who inherit the decedent’s real property from an
executor would be receiving:

A. Legacy
B. Bequest
C. Devise
D. Descent

72. Which of the following is incorrect regarding designated agency:

The firm’s broker in charge makes the designation.

A firm may inform a consumer that designated agency is not available to them.
The brokers in designated agency must work for different firms.

The firm must have policies and procedures in place to enforce designated agency
rules.

SO

73. When an owner of real property sells or transfers it and retains their right or interest to
the mineral rights, they are creating:

A. An easement that must appear in the deed
B. An encroachment that affects subsequent ownership of the land
C. A reservation and exception that must appear in the deed

D. An illegal interference in the bundle of rights of the buyer

74. A purchase contract in which one of the parties has made a substantial misrepresentation
or omission is:

A. Void
B. Enforceable

C. Voidable by the party damaged by the misrepresentation
D. Unenforceable

75. All of the following would be considered involuntary alienation of real estate, EXCEPT:
A. A foreclosure by a lender
B. A condemnation proceeding

C. A transfer in a will
D. Escheat
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