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Institute 2
HOLLOWAY’S 30 HOUR PREPARATION 
FOR THE BROKER’S EXAM

Housekeeping

Vending is located… 
Restrooms are located… 
Local Restaurants…

Building WiFi…


Come Prepared

Pen & non-bleeding highlighter

Calculator 
M-TH - 8:30 am to 4:30 pm 
Clock vs Classroom hours - Class vote


Notes 
Passing is 70% - 77 correct out of 110 questions

Cellphones silent

Make-up hours

Raising hands

Non-talkative vs talkative students


PSI Bulletin

mailto:jt@grar.com


Chapter 1 Nota Bene
P1 - Case law: Court decisions are the chief source of real estate law.

P2 - Regulation Z applies to advertising to consumers only.

Timeshares and equity lines of credit have a three business day right of recission.

P3 - You cannot deduct interest on a home mortgage above the home’s value.

P5 - lead based paint disclosure applies to residential properties only.

Michigan Occupational Code does not require members enter into mediation (unlike NAR code of 
ethics).

P6 - You can file a complaint against a licensee with LARA or NAR, but not the board of real estate 
brokers and salespersons.

P7 - Real estate brokers can be a person, corporation, partnership or common law trust, but not a 
subchapter S corporation.

Chapter 1 - Nota Bene
P10 - A legitimate reason for turning down an applicant for a loan would be a 
person’s income does not meet requirements, but not marital status, age or any 
other protected class.

P11 - Exempt mortgage servicers can be real estate brokers.

P14 - Michigan Natural Resources Act prohibits developing wetlands without the 
permission of the DEQ (Department of Environmental Quality).

P15 - Statement of fact vs. intentional misrepresentation vs. puffing (an 
unmeasurable opinion).

The seller must always fill out the seller’s disclosure for themselves.

Usury laws (broker only) - charging excessive interest  
Mortgages and land contracts

Regulated Lender - 25% + reasonable late fees

Unlicensed owner or builder - 11%

Unregulated Lender - 7%

Unwritten Agreement - 5%


Transfer Tax (think sales tax) 
Correct:                                                            Practical:  
County - $.55 per 500 or fraction thereof         $8.60 per 1,000 
State - $ 3.75 per 500 or fraction thereof 
            $ 4.30 per 500 or fraction thereof 
 

Sale $350,750.00 / 500 = 701.5                     350,750 / 1000 = 350.7 
(add “fraction”) 702 x 4.30 = $3,018.60          350.7 x 8.60 = $3,016.02

Additional state topics



Chapter 2 - Nota Bene
P23 - "Fixtures run with the land” and cost is not a consideration.

Personal property is not real estate or real property.

Trade fixtures are based on how they are used. 

P29 - Fee simple - ownership of property that is unencumbered by any other interest. 

P30 - Equitable interest - example of a purchase agreement executed but not closed 
yet.

P31 - Probate - a court can transfer title to devisee.

Literal rights - think shoreline rights/not waterways.

Fee Simple Absolute

  *In Severalty 

   1 owner

  *In Common

   in death, to heirs

  *Joint Tenancy

   in death to co-owners

  *In Entireties

   marriage

Fee Simple Defeasible

Life Estates

  *Remainder

  *Reversion

Estate for Years

Periodic

Estate at Will

Estate at Sufferance

Deed Restrictions

Liens

Public interest

Easements

Licenses

Encroachments

Chattel

Trade fixtures

Emblements

Copyrights

Patents

Life Insurance 
contract

Securities

Partnership interest

DEFINING PROPERTY

REAL PROPERTY 
LAND & FIXTURES & ATTACHMENTS

PERSONAL PROPERTY 

POSSESSIVE 
ESTATE

NON-POSSESSIVE 
ENCUMBRANCE

TANGIBLE 
PHYSICAL

INTANGIBLE 
NON-PHYSICAL

LEASEHOLD 
temporary 

possession of an 
interest

FREEHOLD 
ownership of an 

interest

© John Henderson



BUNDLE OF RIGHTS

P - Possess


U - Use


T - Transfer


E - Exclude


E - Encumber

MUST MEMORIZE

1 Township = 36 sections


1 Section = 1 sq mile = 640 acres


1 Acre = 43,560 sq feet


1 Mile = 5,280 feet

Rectangular Survey

Section 7 
640 acres

Section X  
640 acres

Section 16 
640 acres

S 1/2 of the SW 1/4 of Section 7

SE 1/4 of the NW 1/4 of the NE 1/4 of a section

SW 1/4 of the NE 1/4 of Section 16

S 1/2 
80 acres

Listed for $950/A 
Broker 9% Comm. 
Sold for $4800.00 
less than listed 
price. 
What is the 
commission?

NE 1/4 
160 

acres

SW 1/4 
160 

acres

NE 1/4



Legal Descriptions
Mr Jones owns the SW 1/4 of the NE 1/4 of Section 16. 
He listed it for $950 an acre. 
Broker charged him a 9% commission. 
How much was the broker’s commission if the property sold 
for $4,800 less than the listed price? 

Legal Descriptions
Mr Jones owns the SW 1/4 of the NE 1/4 of Section 16. 
He listed it for $950 an acre. 
Broker charged him a 9% commission. 
How much was the broker’s commission if the property sold 
for $4,800 less than the listed price? 
 
640 x .25 x .25 = 40 acres 
40 x $950 = $38,000 listed price 
38,000 - 4,800 = $33,200 selling price 
$33,200 x .09 = 2,988.00 commission earned

Chapter 2 - Nota Bene
P32 - (HOA) deed restrictions prohibiting an conveyance (transfer) of the property 
by the grantor would be void and unenforceable.

Property tax - nonpayment of property taxes may result in a lien on that property, 
not other properties or bank accounts.

P33 - Common zoning categories are residential, commercial, industrial.

Private deed restrictions take priority over zoning because they are more restrictive.

Zoning includes density, lot size, building height, but not landscaping.

Encumbrances include leases, liens, easements, encroachments, and mortgages.

SETBACKS
Start at road front, read clockwise.

70

ROAD

10 10

20

15

110

3,680

ROAD

22 22

20

20

9,680

   20A

wetland



Chapter 2 - Nota Bene
P34 - Doctrine of latches concerns working quickly to enforce one’s rights. 
An example is waiting until damage is done before mentioning a problem. 

Easements are not title ownership or possession. It’s only a right to use it.

P35 - Holographic will: Handwritten and signed by testator which is legal.

Escheat: No will no heirs. Property goes to the state. 

P37 - A limited warranty deed a.k.a. special warranty deed.

AGENCY 
A person who delegates authority on his/her behalf

LEGAL

Principal 
Fiduciary

LICENSEE

Broker 
Agent

REAL ESTATE 
PRACTICE

Client 
Agent

FIDUCIARY RESPONSIBILITIES 
Loyalty 

Disclosure 
Honesty 

Account for monies/property 
Obey lawful instruction 

Confidentiality 
Reasonable care 

Diligence

TERMINATION OF AGENCY 
Expiration of Agreement 
Completion/Performance 

Term by Force of Law 
Mutual Agreement 

Destruction of Property 
Death of Principal 



Chapter 3 - Nota Bene
P44 - The word "represents" indicates agency.

Client vs. merely a customer.

A broker is not allowed to make an undisclosed profit at the principle’s expense.

Agent must present Agency Disclosure form BEFORE the customer or client has 
disclosed confidential information. 

P46 - Broker may be responsible if they commit to something (like finishing a road) 
that doesn’t happen.

Performance of a contract is the most common way for a contract to be terminated.

DESIGNATED VS. NON-DESIGNATED AGENCY

BROKER

A/C         A/C         A/C         A/C         A/C

BROKER

A/C         A/C         A/C         A/C         A/C

Chapter 3 Nota Bene
 
P47 - Rescission - a court can order the termination of a contract.


Specific performance - forces the other party to complete the contract.

Another word for “notarized” is “acknowledged”.

P48 - Blind ads (no broker named) are illegal in Michigan.

P49 - Buyer and seller are parties in a purchase agreement, not the broker.

Right of first refusal - does not have set price or terms.

P50 - Title insurance - is evidence of marketable title.

P51 - Listing broker is responsible for the settlement/closing of a transaction.



Chapter 4 - Real Estate 
Calculations
Get your calculators out. 





Selling Price x Commission Rate = Commission

Commission / Rate = Selling Price





Math - Rate of Return
An invester purchased 10 acres of $17,050 per acre. 
She split the land into 20 different lots. 
Each individual lot sold for $9,600. 
What was her rate of return? 

 

Selling Price - Investment Cost = Gain 
Gain / Investment = Rate of Return

Math - Rate of Return
An invester purchased 10 acres of $17,050 per acre. 
She split the land into 20 different lots. 
Each individual lot sold for $9,600. 
What was her rate of return? 

9,600 x 20   = 192,000 Total Earnings 
17,050 x 10 = 170,500 Total Investment 
                         21,500 Total Gain 
 
21,500 / 170,500 = .126 (or 12.6%)



Math - Simple Interest
 
A buyer borrowed $15,000 on a one-year note. Her payment was 
$1,437.50 per month. What was her interest rate? 

A buyer borrowed $10,000 on a six-month straight note. The 
interest paid was $550. What was the interest rate? 

A buyer paid off a one-year note, paying $950 a month for 12 
months, at 9% interest. How much did they borrow? 

Total Annual Payment  / Principal =  
1.XX (100% Principal plus Interest

Math - Simple Interest
A buyer borrowed $15,000 on a one-year note. Her payment was 
$1,437.50 per month. What was her interest rate? 
1,437.50 x 12 months - 17,250.00 Total payments 
17,250.00 / 15,000.00 = 1.15 (or 15% above repayment)  

A buyer borrowed $10,000 on a six-month straight note. The interest paid was 
$550. What was the interest rate? 
$550.00 x 2 (to anualize total interest) = $1,100.00 total interests 
$10,000 + 1,100 = $1,100 total repayment 
11,100 / 10,000 = 1.11 (or 11% above payment) 

A buyer paid off a one-year note, paying $950 each month, at 9% interest. How 
much did they borrow? (Round to the nearest tens) 
$950 x 12 months = $11,400 
11,400 / 1.09 = $10,460.00  





EXAMPLE - Buyer Income $61,500 annually  

61,5000 x .28 = $ 17,220 (or $1,435 monthly) 

Or 61,500 x .36 = $22,140 max debt 
                                 7,000  subtract current existing debt 
                             $15,140 Max debt-to-income ratio (or $1,260/mo) 

Choose whichever is less.



Chapter 5 - Nota Bene
P70 - Appraisal: A professional estimate of value.

You must be a licensed appraiser to appraise and charge for it.

P71 - Depreciation: A loss of value from any cause.

P72 - An appraiser can use any or all types of approaches when 
creating an appraisal.

Arms length: Avoiding intimacy or close contact. In real estate, both 
parties act independently without one influencing the other.



Chapter 6 - Nota Bene

P78 - Direct employees are exempt from licensing law.

P79 - If a lessor dies, the lease is normally still enforceable. 

P80 - Companies use sale and leaseback to increase 
efficiency of lower startup capital.

Constructive eviction may be justification to not pay rent.

Leverage: using other people’s money to enhance your own.





CIVIL RIGHTS

1866  
CIVIL RIGHTS

Race

1968/88 
FEDERAL FAIR HOUSING ACT

Race 
Color  

Religion 
Sex 

National Origin 
’88 - Disability 

’88 - Familial Status

1976 
ELLIOTT-LARSEN 

CIVIL RIGHTS ACT

Race  
National Origin 
Marital Status 

Color 
Age 

Familial Status 
Religion 

Sex 

(Employment) 
Non-Conviction Arrest 

Height 
Weight

Chapter 7 - Nota Bene
P85 - When faced with client discrimination, the agent should cancel the 
listing.

Civil rights of 1866 never signed by the president.

Complainant has one year from alleged violation to file a complaint with 
HUD.

P86 - Familial status: family with children under 18 and pregnant women.

P88 - Disabilities include both physical and mental disabilities.

Final Exam
Passing - 70% 
77 correct / 110 questions 
Must report score before leaving 
Estimated time to grade test is… 


