LEARNING OBJECTIVES AND COMPETENCIES
REAL ESTATE PRACTICE

(Revised January 1996)

UPON COMPLETION OF THE SECTION "THE REAL ESTATE BUSINESS"
THE STUDENT WILL BE ABLE TO IDENTIFY POTENTIAL AREAS OF
SPECIALIZATION WITHIN THE REAL ESTATE INDUSTRY AND EXPLAIN
FACTORS AND TRENDS THAT INFLUENCE REAL ESTATE MARKETS.

UPON COMPLETION OF THE SECTION "LAWS AND REGULATIONS
AFFECTING REAL ESTATE PRACTICE", THE STUDENT WILL BE ABLE TO
IDENTIFY ALTERNATIVE RELATIONSHIPS BETWEEN BROKERS AND
SALESPERSONS, COMMUNICATE WITH THE PUBLIC IN A MANNER THAT
COMPLIES WITH ANTI-TRUST AND FAIR HOUSING LAWS, EXPLAIN
OBLIGATIONS AND DUTIES OF THE AGENT, CLIENT AND CUSTOMER
WITHIN THE SCOPE OF AGENCY LAW AND CURRENT LICENSE LAW AND
IDENTIFY WAYS IN WHICH COMPENSATION IS CALCULATED, OBTAINED
AND SHARED AMONG BROKERS.

UPON COMPLETION OF THE SECTION "HOME OWNERSHIP" THE
STUDENT WILL BE ABLE TO EXPLAIN GENERAL FACTORS THAT
INFLUENCE HOME OWNERSHIP DECISIONS, DISCUSS RELEVANT TAX
AND INVESTMENT ASPECTS OF HOME OWNERSHIP AND DISTINGUISH
BETWEEN VARIOUS TYPES OF INSURANCE THAT IMPACT ON
HOMEOWNERS.

UPON COMPLETION OF THE SECTION "LISTING PROPERTY - THE
OWNER/BROKER RELATIONSHIP" THE STUDENT WILL BE ABLE TO
IDENTIFY VARIOUS TYPES OF LISTING CONTRACTS, CALCULATE
COMMISSION MATH BREAKDOWNS, EXPLAIN SELLER'S CLOSING
COSTS, AND VERBALIZE RULES AND REGULATIONS AND LICENSE LAW
ISSUES RELATING TO LISTING ACTIVITIES.

UPON COMPLETION OF THE SECTION "SELLING PROPERTY - THE
BUYER/BROKER RELATIONSHIP" THE STUDENT WILL BE ABLE TO
DISTINGUISH BETWEEN CLIENT AND CUSTOMER LEVEL SERVICE,
DIFFERENTIATE BETWEEN PUFFING, NEGLIGENCE, NEGLIGENT
MISREPRESENTATION, INTENTIONAL MISREPRESENTATION AND
INTENTIONAL NONDISCLOSURE, VERBALIZE REAL ESTATE COMMISSION
RULES AND REGULATIONS REGARDING BROKER BUYER
RELATIONSHIPS AND EXPLAIN BUYER'S STATEMENTS OF ESTIMATED
CLOSING COSTS.
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6.

UPON COMPLETION OF THE SECTION "THE AGREEMENT OF SALE" THE
STUDENT WILL BE ABLE TO EXPLAIN THE LICENSEE'S ROLE

REGARDING CONTRACT PREPARATION AND PRESENTATION, STATE
THE MEANING OF THE STATUTE OF FRAUDS AND THE PAROLE
EVIDENCE RULE, ITEMIZE THE KEY ELEMENTS AND PROVISIONS OF AN
AGREEMENT OF SALE, EXPLAIN REMEDIES AVAILABLE IN CASE OF
DEFAULT, AND VERBALIZE REAL ESTATE COMMISSION RULES AND
REGULATIONS REGARDING AGREEMENTS OF SALE.

UPON COMPLETION OF THE SECTION "FINANCING THE SINGLE-FAMILY
RESIDENCE" AND "LEGISLATION AFFECTING FINANCING" THE STUDENT
WILL BE ABLE TO IDENTIFY AND DESCRIBE CHARACTERISTICS OF
CONVENTIONAL, FHA AND VA FINANCING, EXPLAIN THE RELATIONSHIP
BETWEEN THE PRIMARY AND SECONDARY MORTGAGE MARKETS,
EXPLAIN VARIOUS METHODS OF LOAN REPAYMENT, BE ABLE TO
CALCULATE PRINCIPAL AND INTEREST MATH APPLICATIONS AND
ENUMERATE KEY POINTS OF LEGISLATION AFFECTING FINANCING
(RESPA, TRUTH IN LENDING, ECOC).

AT THE COMPLETION OF THE SECTION "APPRAISAL OF PROPERTY"
THE STUDENT WILL BE ABLE TO EXPLAIN THE APPRAISAL PROCESS,
IDENTIFY TYPES OF APPRAISAL REPORTS, DIFFERENTIATE BETWEEN
THE THREE APPROACHES TO ESTIMATING VALUE AND THEIR
APPLICATIONS, DEMONSTRATE AN UNDERSTANDING OF
CAPITALIZATION AND DEPRECIATION MATH CALCULATIONS AND
DISCUSS LEGISLATION AND REGULATIONS AFFECTNG APPRAISAL
ACTIVITIES.

AT THE COMPLETION OF THE SECTION "CLOSING THE RESIDENTIAL
TRANSACTION", THE STUDENT WILL BE ABLE TO IDENTIFY THE ROLES
OF THE VARIOUS PARTIES INVOLVED IN THE CLOSING, EXPLAIN THE
COMPONENTS OF THE HUD-FORM 1 SETTLEMENT STATEMENT AND
CALCULATE DEBITS, CREDITS, AND PRORATED ITEMS APPROPRIATE
TO THE TRANSACTION.
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MINIMUM COURSE CONTENT OUTLINE
REAL ESTATE PRACTICE

(Revised January 1996)

This outline for the Pre-Sales license course, Real Estate Practice, specifies the minimum content
of the 30-hour course.

The course content may be presented in any order and supplemented in any way an educational
provider deems appropriate to achieve the objectives/competencies of the course, consistent
with prevailing laws and contemporary business practices.

When educational providers conduct two 30-hour pre-sales license courses, they must present
the Real Estate Practice course in such a manner so as to cover the topics specified in this
outline. This is critically important because students are not required to take the two pre-sales
license courses from the same educational provider.

Although several topics are duplicated in the outlines for Real Estate Practice and Real Estate
Fundamentals, the nature of the discussion is different. This is done to enhance understanding,
since neither course is a prerequisite for the other.

An educational provider may incorporate the material in Real Estate Practice with the content for
Real Estate Fundamentals if it chooses to achieve the objectives/competencies prescribed for
both courses in one 60-hour program.
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PART 1 AN INTRODUCTION TO THE INDUSTRY

l. THE REAL ESTATE BUSINESS
A. KINDS OF PROFESSIONAL ACTIVITY
B. KINDS OF PROPERTY
C. FACTORS AFFECTING REAL ESTATE MARKETS
D. INDUSTRY TRENDS

Il. LAWS AND REGULATIONS AFFECTING REAL ESTATE PRACTICE
A. ETHICS IN THE INDUSTRY, INCLUDING HOW ETHICAL
PRACTICES RELATE TO THE LAW
B. LICENSE LAWS
1. DEFINITIONS OF LICENSES
2. LICENSED ACTIVITIES
3. ROLE OF THE REAL ESTATE COMMISSION AND THE
DEPARTMENT OF STATE
4. IN-STATE VERSUS OUT-OF-STATE LICENSURE
C. ANTITRUST
APPLICABLE FEDERAL AND STATE LAWS
PRICE FIXING
GROUP BOYCOTTS
TERRITORIAL ASSIGNMENTS
TYING AGREEMENTS
. COMPLIANCE
D. FAIR HOUSING LAWS
1. LEGAL AND SOCIAL RESPONSIBILITY OF LICENSEES
2. LEGAL IMPLICATIONS
a. Distinction Between Federal, State and Local Laws
b. Complaint Process
c. Remedies Available
3. PROTECTED CLASSES
4. PROHIBITED CONDUCT
E. BROKER-SALESPERSON ISSUES
1. BROKER AND SALESPERSON COMPENSATION
2. INDEPENDENT CONTRACTOR VS EMPLOYEE STATUS
3. COMPENSATION AGREEMENTS
4. RECORD KEEPING REQUIREMENTS
5. INCOME TAX CONSIDERATIONS
F. AGENCY LAW
1. BACKGROUND AND RECENT DEVELOPMENTS
2. AGENCY RELATIONSHIPS/PARTIES INVOLVED
3. CREATION OF AGENCY
a. Express, Implied, Ostensible
b. Misconceptions About Creation of Agency
4. EFFECTS OF AGENCY RELATIONSHIP
a. Legal Liability
b. Constructive and Imputed Notice
5. FIDUCIARY OBLIGATIONS OF AGENT
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a. Loyalty
b. Confidentiality
c. Disclosure
d. Obedience
e. Accountability
f. Skill and Care
6. KIND OF AGENCY RELATIONSHIPS
a. Single Agency--Seller/Landlord; Buyer/Tenant
b. Subagency
c. Dual Agency--Disclosed; Undisclosed
7. COMPENSATION AND FEES
8. REAL ESTATE COMMISSION POLICIES ON AGENCY
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PART 2 AN INTRODUCTION TO RESIDENTIAL SALES TRANSACTIONS

(A residential sales transaction is used as a model. Although residential transactions
are not "standard," they tend to be less complicated than non-residential transactions,
and are therefore easier to understand in an introductory-level course.)

II. HOME OWNERSHIP
TYPES OF HOUSING ACCOMMODATIONS
FACTORS AFFECTING HOME OWNERSHIP
TAX AND INVESTMENT ASPECTS OF OWNERSHIP
FUTURE TRENDS
INSURANCE
1. HOMEOWNER'S
2. FEDERAL FLOOD
3. MINE SUBSIDENCE
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V. LISTING THE PROPERTY -- BROKER/OWNER RELATIONSHIP
A. TYPES OF LISTING CONTRACTS
1. OPEN
2. EXCLUSIVE AGENCY
3. EXCLUSIVE-RIGHT-TO-SELL
B. REAL ESTATE COMMISSION RULES AND REGULATIONS AND
LICENSE LAW ISSUES REGARDING LISTINGS
1. RELRA
SECTION 604 (7)(8)(9)(10)(11)(22)
SECTION 606
SECTION 608
2. RULES AND REGULATIONS
SECTION 35.302--HARASSMENT
SECTION 35.303--PANIC SELLING
SECTION 35.284--PREAGREEMENT DISCLOSURES
SECTION 35.331--LISTING AGREEMENT
SECTION 35.332--EXCLUSIVE LISTING AGREEMENTS
SECTION 35.304--DISCLOSURE OF LICENSURE
SECTION 35.305--BUSINESS NAME ON ADVERTISING
SECTION 35.306--PRIZES, GIFTS, CONTESTS
SECTION 36.307--SALES VOLUMES
C. DISCLOSURE OF PROPERTY CONDITIONS
D. PRICING THE PROPERTY
1. COMPETITIVE MARKET ANALYSIS VS. AN APPRAISAL
2. NET LISTINGS
E. LISTING CONTRACTS
1. RIGHTS AND OBLIGATIONS
2. MLSISSUES
F. MARKETING THE PROPERTY

V. SELLING THE PROPERTY--BUYER/BROKER RELATIONSHIP
A. CLIENT VS. CUSTOMER ISSUES
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1. BUYER AGENCY
2. SUBAGENCY
B. REAL ESTATE COMMISSION REQUIREMENTS
1. INITIAL INTERVIEW
2. INFORMED CONSENT
3. RELRA SECTION 607
4. RELRA SECTION 608
C. RISK REDUCTION
PUFFING
NEGLIGENCE
NEGLIGENT MISREPRESENTATION
PASSIVE FRAUD (INTENTIONAL NONDISCLOSURE)
ACTIVE FRAUD (INTENTIONAL MISREPRESENTATION)
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THE AGREEMENT OF SALE
A. LICENSEE'S ROLE
1. PREPARATION OF CONTRACTS
2. UNAUTHORIZED PRACTICE OF LAW
B. NEGOTIATING THE AGREEMENT
1. REPRESENTATION/AGENCY ISSUES
2. COMMUNICATION OF OFFERS AND COUNTEROFFERS
C. NECESSITY FOR WRITTEN AGREEMENTS
1. STATUTE OF FRAUDS
2. PAROLE EVIDENCE RULE
3. RULES AND REGULATIONS SECTION 35.281
D. EARNEST MONEY DEPOSITS
1. RULES AND REGULATIONS
SECTION 35.321--DUTY TO ESCROW
SECTION 35.322--NONWAIVER OF DUTY
SECTION 35.323--CO-BROKER TRANSACTION
SECTION 35.324--DEADLINE FOR DEPOSIT
SECTION 35.327--DISPUTED ESCROW FUNDS
2. RELRA--SECTION 604(5)
E. COMPONENTS OF THE AGREEMENT
1. KEY ELEMENTS AND PROVISIONS
2. COMMON CONTINGENCIES
3. RULES AND REGULATIONS
SECTION 35.333--AGREEMENT OF SALE
SECTION 35.334--STATEMENTS OF COST AND RETURN
F. PERFORMANCE
1. PARTIAL PERFORMANCE
2. IMPOSSIBILITY OF PERFORMANCE
3. SPECIFIC PERFORMANCE
G. TERMINATION AND DISCHARGE
1. MUTUAL AGREEMENT
2. OPERATION OF LAW
H. BREACH OF CONTRACT
1. SELLER REMEDIES
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2. BUYER REMEDIES

VII. FINANCING THE SINGLE-FAMILY RESIDENCE
A. LENDER CONSIDERATIONS
1. INVESTMENT
2. LOAN REPAYMENT PLANS
B. TYPES OF LOANS
1. CONVENTIONAL LOANS
a. Uninsured
b. Insured (Private Mortgage Insurance)
2. FHA INSURED LOANS
3. VA GUARANTEED LOANS
4. OTHER TYPES OF FINANCING
Purchase Money Mortgage
Installment Land Sales Contract
Lease-Purchase and Lease-Option
Second Mortgage
Blanket Mortgage
Buydowns
Construction Loans
Wrap Around Loans
Package Loans
j. Current Special Programs
C. SOURCES OF LOANS--PRIMARY LENDERS
1. SAVINGS ASSOCIATIONS
COMMERCIAL BANKS
MORTGAGE COMPANIES
a. Mortgage Bankers
b. Mortgage Brokers
CREDIT UNIONS
INSURANCE COMPANIES
6. INVESTMENT GROUPS
D. FINANCING STEPS
1. APPLICATION AND FNMA/FHLMC UNIFORM PROCEDURES
2. PROCESSING
a. Note
b. Mortgage
3. UNDERWRITING
4. CLOSING THE LOAN
a. Sale of Note
b. Payment Administration
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VIII. LEGISLATION AFFECTING FINANCING
A. TRUTH IN LENDING AND REGULATION Z
B. EQUAL CREDIT OPPORTUNITY ACT
C. FAIR HOUSING LAWS
D. RESPA
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IX. APPRAISAL OF PROPERTY
A. DEFINITION OF AN APPRAISAL
B. PURPOSE OF AN APPRAISAL
1. TYPES OF VALUE
2. VALUE IN USE VS. VALUE IN EXCHANGE
C. FACTORS INFLUENCING VALUE
D. PRINCIPLES OF VALUE
E. APPROACHES TO ESTIMATING VALUE
1. DIRECT SALES COMPARISON APPROACH
2. COST APPROACH
a. Replacement vs. Reproduction
b. Depreciation Methods
3. INCOME CAPITALIZATION APPROACH
a. Gross Rent Multipliers
4. RECONCILIATION
. REGULATION OF APPRAISAL ACTIVITY
1. TITLE XI OF FIRREA
2. PA REAL ESTATE APPRAISERS CERTIFICATION
ACT OF 1990
a. Certified Residential Appraiser
b. Certified General Appraiser

X. CLOSING THE RESIDENTIAL TRANSACTION
A. CLOSING THE PROPERTY VS. CLOSING THE LOAN
B. TITLE PROCEDURES
1. MARKETABLE TITLE
2. ABSTRACT OF TITLE
3. EVIDENCE OF TITLE
C. ROLES OF THE PARTIES AT CLOSING
SETTLEMENT OFFICER
BROKER/SALESPERSON
LENDER
SELLER
. BUYER
D. RESPA REQUIREMENTS
E. SETTLEMENT STATEMENTS
1. DEBITS AND CREDITS
2. PRORATED ITEMS/PRORATIONS
3.
I

arwnE

HUD FORM 1
F. IRS REPORTING REQUIREMENTS
NOTE: Mathematical concepts and computations that are relevant to the topics and
needs of the students are to be included.
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