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CHAPTER 4. Agency and Its Responsibilities

I. Agency — An Overview (0f| O] H A])
A. AGENT, PRINCIPAL, AND THIRD PARTY

The Seller gives the right to represent him/her in the sale of property and the broker agrees to use diligence
in obtaining a purchaser. This is calld ‘agency’

Seller= S-S A THO{Of| QOIA XIAIS CHEE HE|E =1, Broker= FOIXIE 27| Q| EX|HS| L HE7| 2 So|shC},

O|Zd2 agency 2t £EC}H

1. Agent
An AGENT is one who acts for and with authority from the principal to represent the principal in dealing

with third parties.
(AGENT= third parties@t A2ig I principalE CHESH?| 2|6l principal 2 Hot2 CHSH= AFEHO|CE)
A ‘dual agent’ is broker acting as an agent for both the seller and the buyer in the same transaction,

with the informed consent of both parties.
(Dual Agente S L3t 720 A| Buyer@t Seller & Ct CHESH= AgentE 5% I 245}
2t Buyer®t Seller2E AFHO|| dual agent2td Y210 S2|E HO{OF SHCt)
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‘Dual agency’ occur when a broker represents both the buyer and the seller in a real estate transaction.
(Dual agency = &7 10| 54t H2H0 M buyer 2F seller & CHE CHES O L dstCt

An agent not disclosing dual agency to both parties may :
1) be disciplined, 2) not receive a commission, and 3) it will be grounds for either party to rescind the contract.
(buyer ot seller &&0f| dual agency & S7MSHX| &= agent= :

1) 84, 2) =& Xlg &7, 3) & AR Al s Beld 27471 2 &= UL
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2. Principal (Seller, Buyer)
A PRINCIPAL (CLIENT) is a person who hires and authorizes an agent to work for him or her.
(PRINCIPAL(CLIENT)Z agentE L&t 1 AtEls 2|5l Lot 5 5Qlot= ArE0[C})

3. Third Party
If an agent works for the seller, the third party is the buyer.
But if the agent works for the buyer, the third party is the seller.
(agent 7} Seller& <l E5tH third party= Buyer®iL|Ct.
2Lt agent?| BuyerE /6l €3H™ third party & SellerZt =ICH)

The Broker, as agent of seller, owes the buyer the duty of honesty, disclosure of fact, and fair dealing.
(Seller & CHESH= AgentZM BrokerZt RULCHH, O] AFER2 buyerd| Al 3,

Aol E7W, S8t Aeiel o F& X[ AL

Agent : Broker or Salesperson

Broker : Broker's license Holder and employ salesperson’s license

Salesperson : must be employed by a broker

N EUEUU LSRRI LERUE LU L C LS L LE LR LA
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Creation of Agency (Agent 2| H&!)
IMPLIED or OSTENSIBLE AUTHORITY is the authority that a third person reasonably believes an agent possesses
because of the acts or omissions of the principal.
(IMPLIED(SA| &) EE= OSTENSIBLE(EHZAN 2 2) AUTHORITY (5 21) 2 M3X}7F FoIo| #EO|Lt F2to 2 21510
Chelelo] ~xotttd 2| ez B #oto|Lt)

ESTOPPEL prohibits the principal from denying that a person is his or her agent if the principal has misled

another to his prejudice into believing that person is the agent.

(ESTOPPEL2 Reasonable PersonEE St= Ot At A Slii= 0, AF=0f| OtL| 2t agent £HA| 7} OFL|E2f 2
5 MSH & OICke HESQ

T O T H=

RATIFICATION is approval (confirmation) of a transaction which has already take place.
(RATIFICATION (AFSH|Z) 0|0O] 2hMsE 72 o] & 01(=tHol)

The best way to establish an agency relationship is the written agreement.
(Agency 2HAIE Sie 7t 2 EE2 ME 2olm
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B. LAW OF AGNECY
The Law of Agency is found in the Civil Code.

(Agency2| Mgt H= RIEH Z2AHE T AL

AN

An agency relationship requires the parties to be fiduciary and competent. It does Not require payment
of ‘consideration’

(Agency &A= SARIES M E|

ot
ot

2 O o
T AL 7S

%2 a7

rot

Ch SH7HE )2 276HA| Ri=L)

e
o

C. RESPONSIBILITIES OF AGENCY (Agency®2| 42 $HA))

A ‘Fiduciary duty’ requires the highest good faith from the agent to the principal.
(Fiduciary Relationship £ agent 25E{ principal Ol Al 7t& &2 Alo| M S QFTHEh

O ITL—- L-—

A 'Honest and truthful duty’ requires the highest good faith from the agent to the third party.
(Honest and truthful duty = agent 2% third party 0| Al 7t& =2 AEE 24 5t0

O IT L— L—
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| Broker’s Duties, Right, and Responsibilities

Fiduciary Relationship Truthful Relationship

It the seller’s agent informs the buyer that the seller will take less than the list price,

the agent violate the fiduciary duty of confidentiality to the seller.

(Sellerg CHES= agentZt M[3X}Ql Buyer®|A| 2|AE 7HEELCH HA 2I{E Sk Seller/t OF=E AO|Ct
2t11 O|OF7|RHCHM, Seller agent= fiduciary duty 2| F(Loyalty)E <I2tSHRICH

The seller’s agent cannot keep silent about any material fact that affect the value of the property

(for example, the property is in an earthquake zone or backs up to a freeway or school)
(SellerE CHESH= agent= £&4H2] 7HX[0f| GeF2 O|X[= S22 AFHO| CHs ESF5IH QHEICHHonesty 2| F &)

|/
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‘Dual agency’ occur when a broker represents both the buyer and the seller in a real estate transaction.
(Dual agency = &7 10| 54t H2H0 M buyer 2F seller & CHE CHES O L dstCt

An agent not disclosing dual agency to both parties may :
1) be disciplined, 2) not receive a commission, and 3) it will be grounds for either party to rescind the contract.
(buyer ot seller &&0f| dual agency & S7MSHX| &= agent= :

1) 84, 2) =& Xlg &7, 3) & AR Al s Beld 27471 2 &= UL
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Broker Presents Seller

4 Seller Agent\ Buver
” Fiduciary Duties [ Honest & Truthful ‘
'. Relationship % Relationship pl ‘ I

\____ (Principal) J (Third Party)

Broker Presents Buyer
Seller 4 Agent Buyer )
» Honest & Truthful o Fiduciary Duties .
" Relationship % Relationship p
(Third Party) \_ (Principal) ~ /
Broker Presents Both Parties (Dual agency)

4 Seller 4 Agent\ Buyer )
» Fiduciary Duties o Fiduciary Duties '
" Relationship \ Relationship pi I

\ (PrinopaL

\ J

(Principal) J
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Il. Real Estate Agency Relationship Disclosure

The Real Estate Agency Relationship Disclosure Act(Civil Code) became in 1988.

A. AGENCY DISCLOSURE LAW

According to the Disclosure Regarding Real Estate Agency Relationships form, the first thing the agent
must do is establish if he or she is an agent for the seller, buyer, or both.

(5Lt O O] HA| 2hA| A 0f =™, Che[Qlo] 7he BA] Sifof & Y= EFOfAL,

TOiXF EE= = TS flet the| QI IX| =el5t= A O|LCt)

A real estate agency disclosure from must be given to all parties when the transaction involves
the sale of a residential 1 to 4 units property.
(FSF O™ ZHAI2] 7= 1~4 FH FAHE F32 Al Al 2= SAAS 0|7 XS3H0F L)
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lll. Listing and the Multiple Listing Service (MLS)
A. LISTING AGREEMENTS
A LISTING is a contract to employ a broker as an agent, to do certain thing for owner/seller.

It is an employment contract for personal service.
(LISTINGZ agentE &5t AmAt/EOfXE 28 71212 &7 LS 5t= & AFO|Ct)

All Iisting are the property of the broker who employs the salesperson.
(2= Listing2 Salespersong 18511 U= Brokerl| Zd0|LC})

1. Open Listing (non-exclusive)

2. Exclusive Agency Listing

3. Exclusive Right to Sell Listing

4. Net Listing (rare)

5. Option Listing

6. Oral Listing (not discussed here)

The usual listing contract authorizes a broker to find a purchaser and accept a deposit with
an offer to purchase.
(U QI 2| A A2 EEFHZ 5l0jg £HE #0es A, L7t @B Coidls f=A

, As Be=Ads o8zt

N EUEUU LSRRI LERUE LU L C LS L LE LR LA
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1. Open Listing (Unilateral, Non-Exclusive Contract) (29l H|=& A <

Only the agent who is the procuring cause earns the commission.
(52§01 Agent B 70| Mg BHECh, EX1Bte| O

= C -

2. Exclusive Agency Listing (No Commission if Owner Sells Privately) (2+2f @U{7} 7{QIM o = EOfSHH 70 Qi)
It is a listing providing that only one agent (the listing broker) has the right to be the only person,

other than the owner, to sell the property during a specified period and earn a commission.
(2% oF FHO| Agent THO| R Y3t Listing=2 HoH2 M-SR =L,

— — = O CcC -

owner 0|2|2] £ 7|7t S F4= EOHSIL AHO[H5 B = UACt)

With an exclusive agency listing, the broker competes with the owner.
(Exclusive agency listing2| Broker= Owner2} 274 24| O|C

An exclusive agency listing and exclusive right to sell listing both require definite termination date.
(S8 Alfo|at® BhZ0] A% S= ZR7F B2SHA UAO{OF ohL)

N EUEUU LSRRI LERUE LU L C LS L LE LR LA
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3. Exclusive Right to Sell Listing (Commission if Sold Within the Listing Period) (2|28 7|7t THOR7F 2 42 7Ol 23)

The most common type of listing is the exclusive right to sell listing
(7He LetAE 0l FAHO| listing 22 =3 EO{#HO|Ct)

Only the Exclusive Right to Sell Listing entitles the listing broker named in the agency contact to a commission

even if the owner sells the property privately during the listing period.
(Exclusive Right to Sell Listing & A|B &l 2|28 S0 A2 HO[MH S HSetht, U7 7|12 = EOfEHE:

A seller may revoke an exclusive right to sell listing by legally notifying the broker.
(ejs B2 BE BYNoR = otH HEE 5X & 4 Uth

SAFETY CLAUSE (Broker Protection Clause) in a listing is a negotiated period (any agreed to time period)

after the termination of a listing in which the listing broker may still be entitled to a commission.

(Listing0| SEE|ACH X2t Listing & O| 0| Agent?t EXZE Buyer/t A Z& 0|2 £ 7|2H0{(60, 90Y)
A 2fO| M AE[H Listing Agent= Commissions 2= = UCh= LB 2| Broker 2t ZX|O|CH

An Exclusive Right to Sell Listing is a bilateral executory agreement when signed by both seller and broker.
(Seller@f BrokerZt MrQISHH =8 AFAO| MZZHAM e TA0[) A 0|

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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4. Net Listing (Seldom Used) (E=/ AE)

It is an agreement providing that the agent agree to sell the owner’s property for a set minimum price,
any amount over the minimum being retained by the agent as commission.

(Agent?t £ X 7tH 22 Owner?Q| Propertys THOHSH= A0 S2|5h= A 9f.

x| 4 3 0|40 FYL Agent7t £4E 2 THHY)

5. Option Listing (Broker has a Reserved Right to Buy) (Broker?} &2 7 g = U= HSH2 7H7)
It gives the listing broker the right to purchase the property.
(listing broker0| A &4t F0f #ot2 FC})

Option listing agents must disclose to prospective buyers that he/she is acting in the dual role of agent
and principal, and present all offers to the seller.

—

(Option listing agents= = 0| Of|H| FOfXLO|A| L= Of ™o FQI(FOIHShHO|HA AgentEMN F 71X A S
otCt= A& S7H siof ot

To exercise option, Agent must disclose any anticipated profit and get the written consent of seller.
(Option=a ASI2{ ™ Agent= O & 0|22 S7HSE D Owner?| M EH S2|& 2 0{0f BHC

N EUEUU LSRRI LERUE LU L C LS L LE LR LA
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B. LISTING AGREEMENTS COPIES (Give Copy when Signed)
Listing Agreement copies must be given to the signing party immediately AFTER THET ARE SIGNED
(Listing Agreement Ar=0| ME SA[ X0 A ™ =0l 3= 0{OF otCt)

C. MULTIPLE LISTING SERVICE (MLS)
An association of real estate brokers that provides a pooling of Iisting, recent sales and the sharing of commission.
(E=EsU™0M 235t 7|2Hez 2|2, X2 OiF, A0 s7 B2 5 ST

A 'Pocket Listing’ is the unethical practice of not giving a new listing to the MLS until the listing broker

first tries to sell that listed property through only the other agent within the company.

(Pocket Listing 2 listing broker?t £&4t5 2[At L{S| CHE O O] EE SOHA{TF EHOiSH 1 Al & I{77}K]
MLSO| Al 2|28 = MSoHA| R= H 22|58 AS0|C})

Agent’s agent = Subagent. He/She has fiduciary duty to seller and broker who hires him.

When a broker is acting as the subagent of another agent, the subagent is primarily responsible to the seller.
(Broker?t CHE Agent2| S+2| Agent det2 2, subagents T2 Seller(1-EF)0| A 0| QULCt)
Of: A OO| M ET} LY Hi A|, B Of| O] M E 7} CHASHA Listinge2 20 = [If Seller®| Subagent &2 SHC}

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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E. COOPERATING BROKERS

Non-Listing broker with whom the listing broker agree to share commission, if the non-listing broker sell the property.
(FSitE NS AOM S L+ 7HX[ =5 eA @ =5t 20| 23t= Buyer?| CHE#SH= Brokers)

IV. Commissions (Negotiable)
A COMMISSION in real estate is a fee paid, usually as a percentage of the selling price, to a broker/agent
as compensation for his or her services. (Only licensed Broker/agent)

(Fsitt SMTrEs ES HO7IA2 H[E2 X4 o| MH|A0| it 2422 broker/agent 0| Al X|&=ots +=L)

A broker/agent can pay a finder’s fee to an unlicensed individual only for introducing a client to the broker/agent.

(unlicensed 7§ Q10| 1S H=7H/CH 2| 0| A 27Tt BR0T finder's fee =2 E X[E2E = ULL)

An agent can accept a commission in the from of a note, cash, or personal check.

(Agent= note, ¥ig, E= /iQ +=HE =25 S + RULL)

N EUEUU LSRRI LERUE LU L C LS L LE LR LA
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Salespeople only receive compensation for real estate transactions from their employing brokers.

(Salespeople= 11& broker25 H £ AH2lof Ciet 25 & =Ct)

All persons performing real estate activities for compensation must hold a valid estate license.

(REA 52 ole DE A2 UHS0| R83 S H|2 AX|8{0} SHCh

Procuring Cause : It is defined as a series of unbroken events that lead to an acceptable agreement with the seller.

(Procuring Cause2 Agent’| &H = FOI0|A HISH=Z W HO[MHS 22 = UChH

A listing for 1-4 residential units must disclose a notice that the commission is negotiable.
(1~4 unit 2| FH& Listing= 2= [0l = 20| 740|442 Negotiable O|2t11 Z 73l OF SHC})
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V. Transfer Disclosure Statement
Transfer Disclosure Statement (TDS) identifies items of value attached to the structure or land and states whether

these items are operational.

(TDS= TZ==0[LE EX| 4 & 7HX| =5 A Eotd, 0|5 X 0§ FZ 7|=¢ett)

20| &5 7}

mHH
olr
rot

Legally, the listing broker and buyer’s broker must conduct a reasonably competent, diligent, and visual inspection

of accessible area of the property and disclose to a prospective buyer all material facts affecting

value and desirability.

("&M 22, listing broker & buyer's broker £ £&42| B 7ted QA0 Lzl 2N 2 53 1, EX[HSIHH,
= OF StCt)

A AL HARS AAIOHA, EAY FOIALOA| 7HX[2F IR0 Fgs OA= ZE S AtdE SN0l

B. Transfer Disclosure Statement (TDS)
(Seller and Selling Broker MUST Provide This Form)

The law requires sellers of residential property of from one-to four-units (which includes triplexes)
to provide prospective buyers with a Real Estate Transfer Disclosure Statement.
H = A}

(O] B2 Seller= 9IX0| F=HE 1-4 units(triplexes Z£8hH 2| F=E Hef A| & FOJXHO[A 2S4t TDSE M A

Q7BtCt)

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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A buyer has two years to sue an agent for failure to make proper disclosures in the Transfer Disclosure Statement.

—

(TDSO| A HE 2t A2 = Disclosures otX| BRtE 89, 282 220 ot buyer= 2E L 255 2 5 UL

The Transfer Disclosure Statement from should be filled out and signed completely by the seller.
(TDS= Seller 2|3l 2t 5| &g &30 M FE|O{OF SFC})

The Seller’'s agent makes a visual, diligent inspection of property, fill out the appropriate section of the

Transfer Disclosure Statement, and signs.

(Seller's agent & F&4H0f| CHoLO] A|ZA 0|11 RX|Hot HALE of1l, TDSS| olijd &5 Ar-dote Mol

The listing agent can never legally complete the entire Transfer Disclosure Statement.

(BIX O 2 listing agent= TDS M & At 4= gICt)

A 'TDS’ is requires for an ‘as is’ sale of a single-family residence when being offered for sale by owner.
(RFQ10] H single-family FHE FES 'as is’ AEHZ THOSHCLD S| = TDSE NSO SHC})

"as is = M 280| U= JEi A= FE= ECH " X2 TDSO| O 28-S 2H< 0| Disclosure S OF SHCf

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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VI. Broker's Responsibilities (Broker2| X 2l)
A. TRUST ACCOUNTS (Other people’s Money)
A broker accepting a money Deposit is required to 1) give it to the principal, 2) place it in a trust account,
or 3) give it to an escrow company.
(Broker LIS 21 C|ZHX| L[S B = £H2|5}{OF oLt

1) principal 0| Z=C}

2) 5o == dElots BEo 2 0712 E0| 5 3) Escrow 2|AH0] =L}

Commingling is the illegal practice of mixing a client’s money with agent’s private funds.
By law, each entry in the broker’s trust account(bank) must be identified.

(Commingling= 142| == OO|HEQS| 7|2l X521t 2&55t= 8 Ae(Ch Eof| T2 149 =5 Ha=s| 4 E&[0{0F Strit)

= =1

A broker can keep $200 of his/her personal funds in trust account without being guilty of Commingling.
(Broker At&12| 7HQl Xtz 200E 2 E trust account O & Fdt= 42 Commingling 22 0] OFL|LC})

Conversion is Unlawful misappropriation and use of a client’s fund by a licensee.

(Conversione= 2|E|Ql 7|82 2 M E REStL AFESH= 2 "O|LC

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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B. TRANSACTION FILE (Keep for Three Years)
The Real Estate Commissioner requires that all records of a broker or salesperson be kept a minimum of three years.

(FSeh Aehel 2E ZE 7|=2 =2 33 O]y 22t OF BhLt)

C. SALESPEOPLE MAY BE INDEPENDENT CONTRACTORS OR EMPLOYEES
Most real estate licensees are considered independent contractors under Federal Income tax laws,

(20| RS B AQAH: Gt ASH O Wet S8 A AXHE ZHFEICHIRS),

But according to California Real Estate Law and Real Estate Commissioner, they are considered
employees of the broker.

(ALt Z2|Z Lot RS ED F4F AHOMHO| [E2H I52 E272| {E2ZE KAL)

T O L—

D. WRITTEN BROKER-ASSOCIATE CONTRACTS
‘Broker-salesperson contracts’ must be in in wrinting.
(Broker 2t Salesperson £tH| 2| A|f2 HFZ0| MH2 2 S{{OFSHLY)
(Broker= M Z2 Salesperson®t A%f £ 5% O|Lf, 1& S{X| = 10€ O|LK CalBREG| = =3l0f StC})

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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F. AGNET WHO BUY AND SELL FOR THEIR OWN ACCOUNT (Disclose You Have a Real Estate License)

A licensee must disclose in writing that he or she is licensed when involved in a transaction as a principal.
(license2X|Xf= MHO E 20l 2 O] Hefjof &to e [If 254k license 227 AFA S S 7138l OF SHCt)

G. POWER OF ATTORNEY

Power of Attorney is an acknowledged, written authorization of one person to act for another.

QIS o Y WSS T A, FOUO| ABE SHe AR

oﬁﬂl
il o

=
oF AtE 0| BHE AtE = flol 5ot Slote A8l ME S20|L})

1) a General Power of attorney : T2t Ql
_I

(@) o
T [
2) a Special Power of attorney : £ 24, &7, H[otE &S 22 AME)

d

AN ATTORNEY IN FACT is a person of attorney is a person who has been given the right to transact
all of a principal’s business.

(RIY3XL, =212 2= HFE Mo = Ue HalE 70 22 AHE)

AN Attorney in Fact cannot deed his client's property to himself.
(R A HX= o|Z|Qlo| RAHS RHAIO| ROfE 2= QiCH

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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H. TORTS BY AN AGENT (Broker/Salesperson)

A Tort is any civil injury or wrong committed upon a person or person’s property

(Tort= OffH AtEf EE= AFEIO| XHLHY| RIARY S| £&4)
(AgentZ} I\/Ilsrepresentatlon— 2 87 PrlnC|paI01|71| TortsE 2l AE = /USD)

|. MISRREPRESENTATION OF A MATERIAL FACT

1. Innocent Misrepresentation are false statement that are not known to be false at the time they are made.
(Z=ZIst oto|7} gl= 7{&lgh

2. Negligent Misrepresentation are false statement believed to be true, but made without reasonable grounds
for that belief. (A= 2{A d7|= HAZ)
An agent mistakenly confirms that a property is within a particular school district without checking.
(B Agent’t 2 EF40| =4 st L0 RJ=A| =2HQISHA| G511 =I5t RALt)

3. Fraudulent Misrepresentation are statement made at a time when the broker knows the statement to be false

Ol0] AXNYS 1 A= ot= HAUF)

AAO=2

‘Intentional deceptions’ or the ‘concealment of material facts’ are fraudulent misrepresentations,

which are immoral and unlawful.
(QIEMo=Z £0/s A T U0 Y AUS B U 2E O AIM AL, EHEO= Lpma #o|Ch

\ — 40— = AN A T o A=y =/ — E J

>\l
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‘Puffing’ is a statement of opinion (not fact) that exaggerates a property’s benefits.
It would only be a mispresentation if a reasonable person would consider it a statement of fact.
(Puffing= Property2| &8 & 1Al O|OF7|St= 2| HO|L,

22| HQ A0l AAS A2ef Tesz ZhotitH O4d2 B Z2xE #9Y A0

J. SECRET PROPERTY

An agent may not make any secret profit. (Agent= O H[Z 0| %= & == I
Example:

If a broker presented a full price offer to a seller, which the seller accepted, but the seller discovers during escrow that

the buyer is the brother of the broker, the seller can cancel the transaction without any liability for the commission.

(2FSF broker?t SellerOf| A| full price offer M| et= XM A|, seller’t 2IHE 21 Escrow S0f| BuyerZt Broker2|

SHets As 27 &Y, Seller= =20 et oot MRAUE GL0| A E F2T & ULt

— 1O T AN

The prosecution of an unlicensed salesperson, acting as a licensed salesperson, would be handled
by the district attorney’s office.

(unlicensed salesperson, unlicensed salesperson %, 2 7HZE[ AEEO|M 2o M 7|4 XE =ICh

UL EECUBRELBIE LR BRIV RL RS UELUE R LD R LA
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VII. Required Disclosures — Agent Summary (One to Four Unit Residential Sales)
A. VISUAL INSPECTION
Legally, the listing broker and buyer’s broker must conduct a reasonably competent, diligent, and visual inspection

of accessible area of the property and disclose to a prospective buyer all material facts affecting
value and desirability.

—

(EE2E, listing broker & buyer’s broker = £&4t2] M2 7tset G0 CHsl of2|He =2 53 A0, FX[HSIHH,
AZEAE QI AALE HA|StD, 2 FOfXO|A Z7HX|QF BHEE0f 22 O|X|= BE 5238 AL 2 S715lof

B. DISCLOSURE OF AGENCY RELATIONSHIP

As a real estate agent, you must disclose, in writing, the duties which arise from certain agency relationships:

the broker’s status as agent of the seller, agent of the buyer, or agent of both the seller and the buyer (dual agent)
(real estate agent= A{H2Z 0f0[HEQ| 2tA|0f CrE o F AR BFEA[ S7H5H{OF SHCt.
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C. DISCLOSURE OF THE NEGOTIABILITY OF REAL ESTATE COMMISSIONS

A listing for 1-4 residential units must disclose a notice that the commission is negotiable.
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D. NO DISCLOSURE REQUIRED FOR MANNER/OCCURRENCE OF DETH; AFFLICTION OF OCCUPANT WITH AIDS
Any death, which occurred within a three-year period, should be disclosed if it is "material.”
If the death occurred more than three years before the date of the offer to buy, there is no liability for failing to
disclose the fact of death.
The seller and his/her agent need not voluntarily disclose affliction with AIDS or death from AIDS, but cannot make

any misrepresentations to a direct question about death on the property.
(34 O[Lo| -l 2= =52 1A0| "material" 8% &7l & 0{OF otCt.
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VIIl. Terminating an Agency Relationship
A. REASONS FOR TERMINATION OF AGENCY

Terminating an Agency Relationship

Operation of Law

b. Destruction of the Property ()

(Listing only) (AFY & = 4=2LEH)

a. Expiration of the Agency (Listing) Agreement a.
CESCRY=Y b.

c. Death or Incapacity of Broker or Seller C.

d.

Acts of the Seller or Broker

Agreement by Both Broker and Seller
Renouncement of Listing by the Broker
(BrokerE2M 2| 2| AR & dg m7)
Revocation of Listing by the Seller
(Seller®| Listing A2t & 3l)

Close of Escrow
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If the Broker in a large real estate office dies, all listings are automatically canceled,

and the new broker would need to re-list the properties.
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IX. A Brokerage Must be Run Like a Business

A Gross dollar is all the income that is received by the office before paying out commissions.
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A ‘Company dollar’ is the dollar (income and commissions) a broker receives after all salespersons’ commissions
have been paid.

-

(Company dollar= broke”f income & commissionsE &2 20| 2= salespersonO| A commissions= X| =5t H2 =)
pany P

The ‘Desk Cost’ for broker is the total operating expense divided by the number of agent in the office.
(RS 2L HO|HE ==Xte] H|E, THH| %0 X=X 5E5t= A)
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1. Commingling : The mixing of funds held in trust with personal funds.

2. Open Listing : Authorization from a property owner giving a real estate agent the non-exclusive right to secure a purchaser.
Other brokers, or the owners themselves, may also solicit a purchaser.

3. Conversion : The unlawful taking and use of another's property placed in your trust, as an agent, by that person.
4. Principal : The person(s) who employs a real estate agent, usually through a listing agreement.

5. Agency : The relationship between the principal and the principals agent that arises out of a contract, either expressed or
implied, written or oral, wherein the agent is employed by the principal to do certain acts dealing
with a third party

6. Subagent : A person upon whom the powers of an agent have been conferred, not by the principal,
but by an agent authorized by the principal.

7. Pop Ups : Paid advertisements that appear suddenly on a computer screen.

8. Estoppel : The theory of law that states a person cannot suddenly assert a legal right when that person has neglected
to assert it previously For example: If someone claims to be your agent and you know about it and don't
stop that person, you can't later claim that person was not act if on your behalf. 8

9. Independent Contractor : A person who acts for another, selling final results and using his or her own judgment
to achieve those results.

10. Ratification : The approval of an act performed on behalf of a person without previous authorization,
such as the approval by a principal of a previously unauthorized act of an agent. .
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11.

12.

13.
14.
15.

16.

17.

18.

19.
20.

Dual Agency : An agency relationship in which the agent acts concurrently for both of the principals
(buyer and seller), with their consent, in a transaction.

Multiple Listing Service : An association of real estate agents that provides a pooling of listings and the
sharing of commissions.

Third Party : Any party to a transaction other than the principal with whom you have an agency relationship.
Attorney in Fact : One who is authorized to perform many acts for another under a power of attorney.

Exclusive Agency Listing : A listing agreement employing a broker as the sole agent for the seller of real property,
under the terms of which the broker is entitled to a commission unless the homeowner
sells the property

Exclusive Right to Sell Listing : A listing agreement employing a broker to act as an agent for the seller of real property.
Under the terms of this agreement, the broker is entitled to a commission if the property
is sold during the duration of the listing by the broker or by the owner without an agent.

Net Listing : A listing that provides for the agent to retain, as compensation for his or her services all sums received
over and above a net price to the owner.

Secret Profit : An agent's making of additional money in a real transaction without disclosing it to the principal
and third Party.

Innocent Misrepresentation : Malting false statements about a property, without realizing it.

Negligent Misrepresentation : Making false statements regarding a property that could have been checked
out or verified.
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21. Transfer Disclosure Statement : A form that notifies buyers of any physical defects to a property and requires the seller
and the agent to list any evidence of defects of which they are aware.

22. Agency Disclosure Form : A form presented to the principal(s) in a transaction stating exactly who the agent is working
for: the buyer, the seller, or both.

23. Fiduciary Relationship : The relationship between the agent and the principal that requires the highest level of trust
and good faith.

24. Employee : One who works directly for another person, is told what to do, and is controlled in how they do it.

25. Policy Manual : A written book of procedures explaining how a broker expects the agents working under him or
her to conduct business and handle routine problems.

26. Special Attorney in Fact : Someone authorized to represent a principal in a specific task, such as selling a property
27. REALTOR® domain : A domain suffix available only to REALTORS®.
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1. When a seller agrees to pay a commission and the broker agrees to use diligence in obtaining a purchaser,
this is called:

a. attorney in fact.

b. power of attorney.

c. specific performance.
d. agency.

2. The broker, as agent of the seller, owes the buyer:
a. only a duty to disclose any item that relates directly to the sales price of the property
b. the same fiduciary obligations he or she owes to the seller.
c. only the duty to answer questions honestly.
d. the duty of honesty and fair dealing.

3. The best way to establish an agency relationship is through:
a. written agreement.
b. oral agreement.
c. estoppel.
d. consideration.
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4. A salesperson’s listings are the property of:
a. the salesperson.
b. the salesperson and his/her heirs.
C. the broker who employs him/her as a salesperson.
d. the MLS.

5. Seller Skinner signed a 90-day exclusive right to sell listing with Broker Bill. Two weeks later, Skinner cancelled the listing

with Bill and gave an open listing to Broker Carl and another open listing to Broker Paul. Three weeks later,
Paul presented an offer to Skinner that the seller accepted. Which of the following is most correct?

a. Broker Bill only is entitled to a full commission.

b. A full commission will be divided equally between Bill, Carl, and Paul.

c. Broker Paul only is entitled to a full commission.

d. Paul is entitled to a full commission and Bill is entitled to a full commission as well.

6. Seller signed a 90-day exclusive right to sell Iistin? with Broker Able. When the listing expired Seller gave an open listing
a

to Broker Baker and Broker Charlie. Three weeks
Which of the following is most correct?

a. Broker Able only is entitled to a full commission.

b. A full commission will be divided equally between Able, Baker, and Charlie

c. Broker Charlie is entitled to a full commission. a

d. Broker Baker is the procuring cause of the sale and is entitled to a full commission.

ter, Broker Baker presented an offer to the seller which he accepted.
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7. When inspecting a seller's home, the agent discovers several physical defects that the agent fails to disclose to the buyer.
The buyer can file civil action against the agent for up to:

a. 2 years.
b. 3 years.
C. 4 years.
d. 5 years.

8. What is the maximum amount of a broker's personal funds that can be kept in his or her trust account without being
guilty of commingling?

a. $200
b. $300
c. $400
d. As much as he/ she wants

9. Which of the following is most correct about "puffing?”
a. It is legal, and proper business tactics.
b. It is usually unethical unless approved by the agent's broker.
c. It is only an "opinion of value" of a specific property as of a given date.
d. It may be misrepresentation if a reasonable person considers it a "statement of fact."




Il

CHAPTER 4 / QUIZ

10. The broker in a large real estate office dies. All listings:
a. usually belong to the subagents according to the terms of the broker/ associate contract.
b. are continued during probate, unless the subagent moves to another firm.
c. are automatically cancelled and the new broker would need to re-list the properties.

d. may be cancelled unilaterally by each principal with 24 hours written notice.
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