The Federal Truth-in-Lending Law (Regulation Z) gives the borrower a 3-day right of rescission when the loan is:
· A conventional purchase-money loan secured by a deed of trust on residential property.

· An FHA or VA loan to purchase a single- family, owner-occupied residence;

· A purchase-money loan secured by a deed of trust on commercial property;

· A loan secured by a second deed of trust on owner-occupied single-family residence when the money is borrowed subsequent to the purchase;
Truth-In-Lending Act: This Act was designed to protect the Borrower by requiring the Lender the make a meaningful disclosure of credit terms to the Borrower. The Truth-in-Lending Act would not cover Agricultural Loans. The right of rescission on a loan begins when Loan documents are signed by the borrower;

When a borrower is required to keep a savings account in order to be granted a loan this would be:
· Earnest money binder

· Good faith deposit

· Down payment

· Compensating balances
Compensating balances is the balance required to be kept on deposit at a bank by a borrower when taking out a loan. Should the borrower fail to repay the loan either in full or in part, this balance would be forfeited. Compensating balances are typically 10% of the loan amount.

What are the rights of a borrower who falls two months behind in making his or her trust deed payments? 
· He or she has the right of redemption.

· He or she has the right of refinance.

· He or she has no rights and will lose the property.

· He or she has the right of reinstatement.
Once back payments and fees are paid, reinstatement means that the loan will continue as if the borrower had never been late
Mortgage in which the borrower receives a below-market rate of interest in return for agreeing to share part of the appreciation in the value of the underlying property with the lender in a specified number of years. If the borrower does not want to sell at that time, he or she must pay the lender its share of the appreciation in cash. If the borrower does not have that amount of cash on hand, the lender may force the borrower to sell the property to satisfy their claim. This is known as a:
· Mortgage stature

· ARM

· HELOC

· SAM
A shared appreciation mortgage or SAM is a mortgage in which the lender agrees as part of the loan to accept some or all payment in the form of a share of the increase in value (the appreciation) of the property.

Mortgage money borrowed at a rate less than that of the net return on the unmortgaged property raises the rate of return on the owner's investment. This principle is known as: 
· Deficit financing.

· Capital turnover theory.

· Band of investment theory.

· Trading on equity.
Also known as leveraging. For example, if I borrowed money at 10% interest and the property is returning 15% on the total purchase price of the property, then I am making more than 15% on my equity
When a lender takes a deed in lieu of foreclosure from the borrower, the lender: 
· Must get court approval;

· Must first obtain the written consent of all other lien holders;

· Must get a writ of execution

· Will assume any junior liens;
A Lender assumes any junior liens present on the property if he has accepted a deed in lieu of foreclosure
Property is being sold whereby the purchaser is to continue the payments of an existing amortized loan secured by a first mort- gage. In order for the buyer to assume the existing mortgage without penalty, the real estate agent should check to be sure the mortgage does not include: 
· a subordination clause.
· a release clause.
· a requit clause.
· an acceleration clause.
If a loan has an acceleration clause that allows the lender to call the loan upon alienation of the title, then a buyer could not assume that loan. 
More than one loan can be obtained by a borrower, in this case the “request of notice of Default” would be filed to protect the:
· The Beneficiary of the first loan

· The Trustee

· The Trustor

· The Beneficiary of the second loan
A Request for Notice of default is recorded In order to protect the Beneficiary of a second loan
 

If there is no agreement to the contrary, all of the following would qualify as a negotiable instrument except:
· Bank Draft

· installment note

· personal Check

· A mortgage securing a promissory note
Trust Deeds & Mortgages are instruments used to secure the promissory note. [These are non-negotiable instruments.]

The primary purpose of Truth in Lending is to: 
· Control interest rates on behalf of the consumer.

· Control the true costs to close a transaction.

· Disclose the true costs of only an FHA loan.

· Disclose the true costs of obtaining credit.
Truth in Lending, otherwise known as Regulation Z, is intended to do away with deceptive financing tactics, especially those involving hidden costs--for example, advertising a $250 car lease as zero-down and then tacking a $1,200 upfront payment at the time of contract disguised as an "incidental" acquisition fee.
 

Most lenders, when they are deciding whether or not to make a proposed real estate loan, try to minimize the:
· The borrowers difficulties which may arise in the future, such as a divorce or death

· Overall net yield

· Loan to value ratio

· Chance of a substandard loan becoming a part of their portfolio
Substandard Loans is a term for borrowers with a bad credit history so they are a high risk therefore lenders try to minimize them.

On home loans, the interest which is paid for the use of money borrowed is almost always:
· Discount interest

· Compound interest

· Annuity interest

· Simple interest
Simple Interest is the interest that is paid on the vast majority of Home Loans 

The monthly payment on a mortgage loan is, by statute, considered late when received by the lender:
· 5 days after the due date

· 10 days after the due date

· 3 days after the due date

· More than 10 days after the due date
Payment is considered late if the Lender receives it more than ten (10) days after the due date
 

An increase in the availability of money would lead to which effect? 
· Interest rates would go up.

· Interest rates would NOT be affected due to RESPA guidelines.

· Interest rates would NOT be affected due to TRUTH IN LENDING.

· Interest rates would go down.
Just like most things in a free market economy, mortgage loans are subject to the laws of supply and demand. Thus, when there is more mortgage money in the market place "looking for a home," borrowers have more choices, which leads to increased competition among lenders, which leads to lower interest rates. 

Which of the following does not buy loans in the secondary mortgage market?
· Government National Mortgage Association;

· Federal Home Loan Mortgage Corporation;

· Federal National Mortgage Association;

· Federal Housing Administration
The FHA is a federal agency that insures first mortgages, enabling lenders to loan a very high percentage of the sale price
 

The FHA was primarily created to provide:
· To insure qualified borrowers incase of default

· Insurance for all banks and lenders on home loans to qualified borrowers

· A secondary mortgage marker for home loans

· Insurance for home loans made by approved lenders
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. An FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan
 

If a buyer of a 10-acre parcel has paid off two acres under a blanket mortgage, how would it effect their equity position? 
· There is no way to tell

· Their equity position would remain the same

· It would decrease their equity position

· It would increase their equity position
A Release Clause is a clause in a blanket mortgage which gives the property owner the right to pay off a portion of the indebtedness, thereby freeing a portion of his property from the mortgage. Making the payments would increase the owner’s equity in the property.

When a lender speaks of “discounting,” the lender is probably referring to: 
· The process of determining the effective interest rate;

· The difference between the nominal interest rate and the effective interest rate on a specific loan;

· The process of determining the actual yield of a given loan by adjusting the variable interest rate;

· The loan proceeds disbursed by the lender are less than the face value of the note.
Discounting is selling a note for an amount that is less than what is owed.

A scale used by many mortgage lenders that use a risk-based system to determine the possibility that the borrower may default on financial obligations to the mortgage lender is known as a:
· Balance sheet

· Pre approval

· Preliminary report

· FICO score
FICO Score Reflects a buyer’s credit history. FICO is a credit score scale used by many mortgage lenders that use a risk-based system to determine the possibility that the borrower may default on financial obligations to the mortgage lender.

On a $50,000 loan the borrower is required to pay two points. How much does the borrower have to pay the lender? 
· $49,000.00

· $50,000.00

· $52,000.00

· $51,000.00
One point equals one percent; thus two points are two percent of $50,000, or $1,000, which becomes part of the buyer's total obligation to the lender.
Tim sold his home for $30,000 and took back a note for $15,000 with interest at 9% per annum. The note was secured by a first mortgage. The home had a fair market value of $29,000. Later he decided to sell the mortgage and note which he discounted to $13,000. He then sold it to Eric. On the back of the note, he wrote “I hereby assign the within note to Eric without recourse.” If the maker of the note defaults before any principal payments are made, Eric’s best legal remedy is to:
· Foreclose to recover the $13,000

· Recover from Tim based upon his $13,000 note

· Sue his assignor based upon the endorsees secondary liability

· Foreclose to enforce payment of $15,000
Foreclosure is a process that allows a lender to recover the amount owed on a defaulted loan. For example if a default on a $15,000 loan occurred, then the Lender would foreclose for $15,000.
The annual percentage rate (APR) is defined by the Federal Truth-in-Lending Law as: 
· The total of only the indirect costs of credit which the borrower must pay

· The total of only the direct costs of credit paid by borrower

· Total of all costs which the borrower must pay to get the loan

· Relative cost of credit expressed in percentage terms.
When the APR is used in Advertising by a Lender it reveals the particularities of costs in credit in percentage terms. [If the ad only states the APR, then other disclosures are not necessary.]

A mortgage clause which states that, should the borrower sell the property, the entire balance of her mortgage would be due immediately, is known as: 
· estoppel certificate.

· the satisfaction clause.

· the acceleration clause.

· the due-on-sale clause.
The due-on-sale clause is also known as an alienation clause or resale clause, and says that the balance must be paid in full if the property is sold. Don't confuse this term with an acceleration clause, which makes the whole debt due if the borrower defaults; a satisfaction, in which the debt is paid in full on a mortgage; or an estoppel certificate, which is not a clause at all but a document in a mortgage
 

Which of the following loans would be most likely to qualify for FHA insurance?
· A loan to buy a small business

· A loan to buy farm equipment

· A loan to purchase a farm

· A loan to purchase 1-4 units of residential rental property
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan.

You purchase a negotiable note and have no knowledge of any defects. You are known as: 
· The holder in blank

· The new mortgagor

· The new trustor

· The holder in due course
The Uniform Commercial Code (UCC) defines a holder in due course as one who takes an instrument for value in good faith absent any notice that it is overdue, has been dishonored, or is subject to any defense against it or claim to it by any other person.
A “GPAM” mortgage loan provides for:
· Adjustment of its interest rate as market interest rates change

· Renegotiation of the interest rate on the note

· A long-term loan consisting of a series of short-term notes

· Deferment of certain payments on the principal during the early period of the loan
Graduated Payment Adjustable Mortgage (GPAM) Allows for the deferment of certain principal payments.

A buyer defaulted on a real property installment sales contract that had been recorded by the seller. If a quitclaim deed were to be used to extinguish the cloud on the title it must be executed by:
· Seller only

· Buyer and the Seller

· Niether the Buyer or the Seller

· Buyer only
In the event of a default by the Vendee (Buyer) in a Conditionals installment sales contract, the resulting Cloud on Title could be cleared if the Vendee (Buyer) has signed a Quitclaim Deed
 

Exclusive of the down payment, a home buyer would pay the lowest closing costs if he were to use: 
· A conventional loan.

· A VA loan;

· An FHA loan;

· A Cal-Vet loan;
Cal-Vet Loans are types of loans that are actually Land Contracts. As such, only Equitable Title (right to use and posses) is transferred to the buyer while the Department of Veterans Affairs retains Legal Title to the property in question. The buyer makes payments until fully paid off. Because there is no lender involved it has the lowest closing costs

According to the bankruptcy code, the debts that are discharged are those that exist:
· On the day when the bankruptcy case is closed.

· On the day of the discharge;

· On the day of the publication of notice of bankruptcy;

· On the day when the bankruptcy petition was filed;
An acceleration clause is inserted into a note that is otherwise negotiable. Adding this clause:
· Has no effect on negotiability, but also is of no benefit to the holder of the note.

· Is required to be negotiable

· Makes the note non-negotiable

· Does not limit the negotiability of the note
A acceleration clause is a clause that proscribes that the entire unpaid balance of a loan is due immediately upon default of the loan, adding this clause does not limit the negotiability of the note

Which of the following defines a mortgage loan:

· An instrument that is used only in the exchange of real property

· A financial obligation which is unsecured but is used to buy a building

· A promissory note that is unpaid

· A loan collateralized with real estate
With regards to listings, it is your understanding that:
· Listings must be in increments of 90 days (3 months) 

· You do not have to prove that you are the procuring cause in an open listing 

· A net listing is illegal in California 

· An exclusive listing can be for 24 hours
The real law requires that exclusive listings have a date of completion. But it does not specify when that date must be. Thus a listing can be for ANY period of time.

During escrow, if an unresolved dispute should arise between the seller and buyer preventing the close of escrow, the escrow holder may legally: 
· Rescind the escrow and return all documents and monies to the respective parties 

· Arbitrate the dispute as a neutral party 

· Consider the contract null and void 

· File an interpleader action in court
As the result of an existing conflict between the Buyer and Seller, and the Deposit is turned over to the Court, this is referred to as an Interpleader.
A buyer and seller initial the liquidated damages clause in a real estate purchase contract and then the buyer defaults. The deposit is: 
· Limited to 3% of the selling price; 

· Given to the seller when escrow opens; 

· Used to pay any costs incurred and then returned to the buyer. 

· Divided equally between the seller and the listing agent; 
In the event of a default by a Buyer, the Seller and Agent should look to the contract to see if there is a Liquidated Damages Clause that has been initialed by the Buyer. If it has been initialed, the Deposit is divided between the Seller and the Agent.

Henry made an offer to purchase real property. However, he died of a heart attack before the listing broker could notify him of an unqualified, signed acceptance by the seller. Based on these facts, which of the following is true:
· Notification to the administrator or executor would bind the estate 

· The offer and acceptance constitute an enforceable contract 

· The sale would not be binding because the deed was no delivered before Henry’s death 

· The death of Henry constituted a revocation of the offer
In the event that a buyer dies prior to any acceptance by the seller, the offer is terminated
If a contract for the purchase of real estate is to be enforceable, the consideration must be sufficient relative to value in order to enforce a suit for:
· Rescission; 

· Unlawful detainer; 

· Damages. 

· Specific performance;
Specific performance is a remedy provided by a court that orders the losing side to perform its part of a contract rather than, or possibly in addition to, paying money damages to the winner
When a property was being sold under a land contract and an earthquake damages the buildings, who is responsible for the payments?
· Vendor 

· Trustee 

· Trustor 

· Vendee
In a Conditional installment sales contract (Land Contracts) the Vendor (Seller) becomes a Lender to the Vendee (Buyer). The Vendee gets to use the property (equitable title) as the seller retains legal title of land as a security device (the right to sell). In the event of a default by the Vendee (Buyer) in a Conditionals installment sales contract, the resulting Cloud on Title could be cleared if the Vendee (Buyer) has signed a Quitclaim Deed. When a property is being sold under a land contract, the vendee is still responsible for the payments even if an earthquake damages the buildings.

In which of the following situations could a broker receive no commission?
· The broker proves that he is the procuring cause of the buyer in an exclusive agency listing 

· The broker proves that he is the procuring cause of the buyer in an exclusive right to sell listing 

· The broker proves that he is the procuring cause of the buyer in an open listing 

· The broker proves that he is the procuring cause of the buyer in a net listing
In all of the other listings, if the broker proves that he is the procuring cause, they would earn a commission. However a net listing is an employment contract in which the broker receives, as commission, all excess monies over and above the minimum sales price agreed on by broker and seller. Therefore if he brings in an offer at or below the sales price then he would get no commission.

The duration of a listing agreement is:
· 3 months 

· 6 months 

· 90 days 

· Whatever is negotiated between the Broker and seller
The duration for a listing may be for any length of time agreed to by both the Broker and the Seller.

Which of the following is a lease that will provide for the continuation of the tenant’s rights in the event of a foreclosure?
· A novation 

· An interim occupancy agreement 

· A lis pendens 

· An attornment agreement
An attornment agreement is a lease provides for the continuation of the tenant’s rights in the event of a foreclosure.
In real property transactions, a broker, as agent, is duty bound to obey all lawful instructions of the broker's principal. If the broker fails to do so, the broker could be:
· Subjected to fine and/or imprisonment as prescribed by law; 

· Prohibited by a court of jurisdiction from practicing as a real estate broker; 

· All of the other options are correct 

· Liable in damages for any injuries suffered by the principal as a result;
An agent is employed to carry out the instructions of the principal, they can advise the principal in what to do, but at the end of the day they work for the principal and must carry out the principal’s instructions as long as those 
Which is true concerning an option:
· The optionee has no interest or estate in the land; 
· Only the optionor is bound to a sale; 
· Title acquired by exercising an option usually dates back to the time of the option and cuts off intervening rights acquired with knowledge of the existence of the option; 
· All of the other options are correct
An Option is a contract to keep an offer to sell or lease real property open for a set period of time. The Optionor cannot revoke the offer to sell during the designated period of time. An Optionee is under no obligation to buy the property in question. [The Optionee is NOT bound by the Option.]

Ms. Jones telephoned Broker Sims, telling him: "While I will not sign a listing, you have my permission to sell the house for a price of $30,000. If you do, I'll pay you a 6% commission." Later, Broker Sims found a buyer who gave him a deposit of $500 on the purchase price of $30,000. Upon presentation of the offer to Ms. Jones, it was accepted and the acceptance was communicated to the buyer. Ms. Jones then demanded that the deposit be given to her. Which of the following is true:
· Because the listing is oral, the deposit belongs to the buyer until the close of escrow; 
· Broker Sims may deposit the funds into a sales escrow, even if Ms. Jones objects; 
· The Broker should deposit the funds into his trust account and keep them until closing. 
· The deposit belongs to the seller immediately upon acceptance; therefore, The Broker must relinquish the deposit to Ms. Jones;
The deposit belongs to the seller
A voidable contract remains binding upon the parties until the contract is:
· Invalidated 

· Discovered 

· Qualified 

· Rescinded
A voidable Contract is a contract that may be rejected by either of the parties. It is valid until it is rescinded. Examples of voidable contracts include contracts signed under duress, or contracts entered into with threat or menace. Any time you are forced to enter into a contract when you do not want to do, the contract is voidable.
Jackson leased his home to Sullivan with a verbal agreement to sell the property to Sullivan. Jackson knows that Sullivan has been making significant improvements to the property in reliance on that verbal agreement. Jackson now declines to sell the property to Sullivan. Which of the following best describes the rights of the parties:
· Jackson does not have to sell because of the statute of frauds. 

· Sullivan has no right to enforce the verbal agreement; 

· Jackson must sell because he made an ostensible agreement; 

· Jackson must sell because the doctrine of estoppel will apply in this case; 
The doctrine of estoppel states that position can not be taken that contradicts a prior position.
If an agent has a listing to sell real property she must present all offers until: 
· The pest control inspection is completed; 

· The buyer’s loan is approved; 

· Escrow is opened; Where in a listing does it contain the seller’s exact terms and conditions?
· subordination clause 

· Contingency clause 

· All of the other options are correct 

· Terms of sale clause


A broker used the following clause in his exclusive listing contract: "In consideration of the execution of the foregoing, the undersigned broker agrees to use diligence in procuring a purchaser." This clause:
· requires that the broker advertise the property 

· Is neccessary for the creation of a unilateral contract 

· is superflous and unneccessary in the current contracts 

· Is important to the creation of a bilateral contract
Bilateral Contract: a promise given by one party in exchange for a promise by a second party; the contract is binding on both parties to perform. [An example of a clause that, if included in a broker’s listing, would create a Bilateral Contract is, “In consideration of the execution of the foregoing, the undersigned broker agrees to use diligence in procuring a purchaser.”
· The customary, valid exclusive right to sell listing agreement:
· Obligates the property owner to sell and convey the listed property; 

· Must involve a seller capable of delivering marketable title to real property, and a buyer ready, willing and able to purchase; 

· All of the other options are correct 

· Contains a meeting of the minds of the parties; 
In order for a contract to be enforceable, such as a listing contract, the parties to it must come to a common understanding of the terms of their agreement. If no such common understanding has occurred with regard to a material clause in the contract, the contract may be voidable. This common understanding is referred to at common law as a "meeting of the minds".

In which of the following contracts does one of the parties agree not to revoke an offer for a certain period of time:
· An ratification 

· Estate for years 

· An Listing Contract 

· An Option
An Option is a contract to keep an Offer to sell or lease real property open for a set period of time. The Optionor cannot revoke the offer to sell during the designated period of time. An Optionee is under no obligation to buy the property in question. [The Optionee is NOT bound by the Option.]
· To assign a contract for the sale of real estate means to: 
· Allow the seller and the buyer to exchange positions. 

· Permit another broker to act as agent for the principal. 

· Record the contract with the county recorder's office. 

· Transfer one's rights under the contract.
Assigning a contract means to transfer it to another. 

· The close of escrow.
All offers must be presented to the seller until the transaction is completed unless the seller gives express instructions not to present offers.

The law that requires real estate contracts to be in writing to be enforceable is the:
· law of descent and distribution. 

· parole evidence rule. 

· statute of limitations. 

· statute of frauds.
Contrary to popular belief, the statute of frauds is not about specific actions defined as fraud, but the requirement in every state that certain documents be in writing, especially those pertaining to real estate. It's called the statute of frauds because it was first enacted in England in 1677 to prevent fraudulent claims of title.
Under a lease, the leasehold interest lies in the: 
· Beneficiary 

· Reversionary 

· Lessor 

· Lessee
Less than Freehold Estate also referred to as a “Leasehold Estate”, a Less than Freehold Estate is held by a lessee. [It is important to note that it is not necessary to sign for lessee because acting as a lessee is the same as signing as a lessee.] A Leasehold Estate or “leases” are NOT Real Property. Just think of them as a piece of paper. A lease is a piece of paper, and you can move a piece of paper, therefore leases are personal property or a Chattel Real
