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SALESPERSONS’ PRELICENSING CURRICULUM CONTENT OUTLINE

Section 1. Introduction and Background.......coeveunieiniciniciniciniceccreeseeeeseesseeseeaens 2 hours
Section 2. Real Estate Licensing Laws ..o 5 hours
Section 3. Ethics and Real Estate Regulations...........cccviviiiviiiniininiiiiccicceennns 4 hours
Section 4. Nature and Description of Real EState .......covcveuieinicinieinicirciricrcerecneeeeeeeneenens 2 hours
Section 5. The Law and Real Property......ccciiiciiiciiciiiiiiccsesssssennns 2 hours
Section 6.  Encumbrances, Liens, and EaSEmMENTS ........ccocvvveierivveriereiiteeeeeeereereeereseseeseeeresseseesenes 3 hours
Section 7. Tenancy and Ownership of Real Estate........cccooocviiiiiiiniincincnninnccnccces 3 2 hours
Section 8. Condominiums, Cooperatives, Planned Unit Developments and Timeshare.....1 %2 hours
Section 9. State Land Use Controls and Property Development .........ccocevevenieinicinicinicniencinenns 1 hour
Section 10, AGENICY vt s 3 hours
Section 11. Real EState COMTIACES ..eerruereinrieieiiririeieertrieieestseeseeses sttt ettt s sessebeseses st sessebenenes 3 hours
Section 12. Hawaii Standard FOIMS ....oueiiieieiiirieieeeecsecseee ettt es 7 hours
Section 13. Real Estate Financing Principles ... 2 hours
Section 14. Real Estate Financing PractiCes ........ccveuciiiciniciniciniciiiciricicisicsieseeneceseeneenns 2 hours
Section 15. Real Estate Valuation and Appraisal.......c..ccecvcureeerrencrrenerrecinecineerseesseesseeseseseeens 2 hours
Section 16. Real Estate and Othet Taxes, TaxX LIENS c.cecveveereerereereriereeereereeereeereseereereeereseresseseesenes 2 hours
Section 17. Interests in REal FSTATE....covuiueiririiieiirieie ettt ettt 2 hours
Section 18. Closing the Real Estate Transaction ... 3 hours
Section 19. Commercial Real Estate Management, Leasing, and Sales..........cccccvivviiiiiivininnnen 2 hours
Section 20. Landlord-Tenant Code and Residential Property Management..........cccoceereueenneee 2 Y2 hours
Section 21. Fair Housing Laws and The Americans with Disabilities ACt.......ccccoeuviciviciricnninnn 2 hours
Section 22. Environmental Issues and the Real Estate Transaction .......cceeeeeeveeeererereresesesesesnnnnns Y2 hour
Section 23, MathemMatiCS ...eeeeeuerereieieieieieieieieieieieieiei ettt ettt et ettt ettt sttt e e ebenes 3 hours
Total Estimated MINIMUIN ceeeeeeeeeeeeeeeeeeeeeeeeteeseteeeeiiieemietesmestssmsmsssssssssssssssssssssssssssssssssssas 60 hours
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SECTION ONE: INTRODUCTION AND BACKGROUND

1. INTRODUCTION TO THE WORLD OF REAL ESTATE
II. THE NATIONAL REAL ESTATE INDUSTRY

A. The Real Estate Business
1) Identify Real Estate Cateer Opportunities.
2) Identify names of major professional real estate organizations. Provide a list of
them and their designations.
3) Distinguish between real estate regulatory agencies and professional trade
organizations.
(a) Regulatory agencies impose mandatory requirements that must be
met to obtain and maintain a license.
(b) Professional organizations are voluntary trade groups developing,
maintaining and promulgating standards. This promotes professionalism.
(c) Compliance with regulation is mandatory while membership in
professional organizations is voluntary and does not prevent a
professional career.
4)  Sources of Information
(a) State Agencies
(b) County Agencies
(c) Federal Agencies
(d) Other
(1) Professional organizations
(2) The Internet: Schools and instructors should develop,
maintain and provide a list of relevant website resources.
These resources should be provided throughout the course.

III. THE NATIONAL REAL ESTATE MARKET
A. Provide an overview of the areas and extent of the United States real estate market.
IV. BRIEF HISTORY OF HAWAIIAN REAL ESTATE

Briefly provide a discussion of the feudal and allodial systems.

Discuss the role of land in the kingdom.

Discuss the Great Mahele.

Discuss the evolution of Land Commission, land court and the regular system.
Refer students to Section 5, where this is discussed in detail.

CENoR-

V. THE REAL ESTATE INDUSTRY IN HAWAII

A. Discuss composition of the real estate industry in Hawaii.
B. Provide an overview of the economic impact of various elements of the real estate
industry in Hawaii.

VI. THE REAL ESTATE MARKET IN HAWAII

Discuss the interaction of supply and demand in an island economy.
Review fluctuations in market segments over time ~ i.e. how does timing affect market.

What is the impact of location on the market?

OO0 % px

Real Estate Economics
1) Discuss implications of real estate in an island economy. Note the implications
of an economy based on the visitor industry.
2) Identify the factors that affect the supply and demand of real estate.
3) Define and give examples of economic value and market value.
4)  Describe the characteristics of the real estate matket.
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5) Describe the real estate cycle in Hawaii and determine the position of the
current local real estate market in this cycle.

6) Help understand that the real estate market in Hawaii is different on each
island.

SECTION TWO: REAL ESTATE LICENSING LAWS

1. BRIEF HISTORY OF LAW

A. Old English Law
1) Common Law — Court Decisions
2)  Courts of Appeal
B. Roman Law
1) Codification and Statutes
2)  Rules and Regulations
C. Spanish Law
1) Laws of Community Property
2)  Currently in thirteen states
D. Explain how our law stems from a combination of primarily old English and Roman
law.
E. Hawaii is a “statutory” state, but some areas remain based primarily upon common law.
1) Real Estate Agency Law — There is no separate statute. What does not appear
in HRS 467 (cit) and the rules and regulations (cit) is common law — court
decisions and case law.
2) Condominium Law — HRS 514A, in contrast, is completely codified.
F. Some law present in other states, but not Hawaii, could have an impact upon real estate
transactions in Hawaii.
1) IRC 1031 Exchange where relinquished property is in a state which has
community property laws and target property is in Hawaii.
2) Client comes from a state where transactional agency is practiced and client is
represented in Hawaii in a single-agency or dual-agency capacity.

II. REASONS FOR LICENSING REAL ESTATE PROFESSIONALS

A. Discuss consumer protection.
B. Discuss professionalism and ethics.
1) Hawaii Law as well as the Rules and Regulations require ethical conduct. Give
examples.
2) Ethical standards are higher than legal standards.

III. HAWAII LICENSING LAWS

A. Hawaii State Law includes Statutes and Administrative rules. (Copies of pertinent
provisions should be provided to students.)
1) HRS 436B: Uniform Professional and Vocational Licensing Act.
2) HRS 467 Real Estate Brokers and Salespersons.
3) Title 16 — DCCA, Chapter 99: Hawaii Admin. Rules — Real Estate Brokers &
Sales Persons.
B. Differentiate between:
1) Real Estate Commission (REC)
2) Regulated Industries Complaints Office (RICO)
3) Department of Commerce and Consumer Affairs (DCCA)
4)  Describe responsibilities and authority of each of these entities.
C. HRS 436B. Uniform Professional and Vocational Licensing Act
1) Covers all professionals licensed by State under DCCA.
2)  Section 436B-19 — Grounds for suspension, termination ot revocation of
license. Subsection (6) Aiding & Abetting Unlicensed Activity (whether
directly or indirectly).
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D. HRS 467. Real Estate Brokers and Salespersons
1) Key Definitions:
(a) Real Estate Broker
(b) Real Estate Salesperson
(c) Principal Broker
(d) Broker-in-Charge
2) Describe general license requirements for salespersons and brokers. Note: Real
estate schools and instructors are regulated too. In addition there are license
requirements for Condominium Hotel Operators (CHO). Describe penalty
for acting as broker or salesperson without a license.
(a) License Eligibility Requirements:
(1) Experience
(2) Education
(3) Residency
4) Age
(b) License Certification Requirements:
(1) written examination
(2) equivalency
(3) certificate of experience
(4) character and reputation
3) What activities require a license and what activities do not require a license?
4)  What are the power and duties of the REC?
5) Describe license application and procedures.
6) Define “place of business.”
7)  Analyze HRS 467-14 “Revocation and Suspension of License.”
(a) Misrepresentation
(b) Improper Dual representation
(c) Violating Rules and Regulations
(d) Commingling
(e) Failing to ascertain and disclose material facts
(f) Duration of revocation or suspension
8) Describe general ethical considerations and industry standards.
9) Discuss “standards of care” in the Real Estate Industry.
(a) What are they?
(b) Why do we have them?
(¢) Who is responsible for them?
10) Describe procedutes for disciplinary actions. Include a discussion of the role
of the RICO.
11) Describe how the real estate recovery fund operates.
E. Real estate rules and regulations in Title 16 Chapter 99 should be discussed in detail
after basic concepts are discussed so that the relevancy of the rules can be established.

SECTION THREE: ETHICS AND REAL ESTATE REGULATIONS

I.  REAL ESTATE RULES AND REGULATIONS

A. Found in Title 16 — Department of Commerce and Consumer Affairs, Chapter 99 —
Real Estate Brokers and Salespersons

B. Analyze major provisions in Section 16-99-3 — Conduct. Discuss the spirit and intent of
these rules. Give case examples of how some major conduct provisions are violated.

C. Review the intent of the agency disclosure rules (Note that a complete discussion of

these rules should be made in conjunction with a discussion of agency itself).

Review trust accounts and handling of clients’ funds.

Explain notification and fining of names, addresses, changes, and other technical rules

dealing with the license.

@ o
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F.

G.
H.

K.

Explain advertising rules.
Explain direct management and supervision of real estate activities.
Review history of real estate practice, regulation, and self-regulation
1)  Provide brief timeline of events from 1850 to 2005.
2) Note timing of events that make Hawaii’s industry and title and history unique.
3) Note how multiple listing services (MLS) began.
4)  MLS lead to ethics.
5) MLS created sub-agency.
6) Federal Trade Commission investigation identified undisclosed dual agency.
7) National Association of Realtors® developed Code of Ethics.
8) Single agency arose when “Buyer’s agency” became more widely practiced.
9)  Refer student to Section on Agency, where there is greater discussion.
Review National Association of Realtors® Code of Ethics.
1) Provide students with current copy of Code of Ethics.
2) Review Preamble and Articles.
Identify areas in Hawaii Revised Statutes and Rules and Regulations where ethical
conduct is required.
1) Conduct which is unethical may result in disciplinary sanction of licensee as
well as fines, suspension, termination, and/ot revocation.
2)  While Code of Ethics is not “Law”, the law requires ethical conduct.
Note that practitioner must keep constant awareness of events and situations which
may lead to ethical misconduct.
1) Code of Ethics requires professional’s ethical conduct may not be
compromised by anticipation of monetary gain.
2)  Give examples
(a) Adverse material fact one week before closing.
(b) Self dealing disclosure and conflicts.
Standards of Practice and Best Practices.
1) Ethical standards are a minimum standard.
2) Best practices often require that a professional exceed the minimum ethical
standard when it comes to professional practice.
3) Ethical compromise must be rigorously avoided.
4) The mere appearance of cthical misconduct may compromise -ethical
standards.
5)  When one practitioner is guilty of misconduct, it reflects poorly on all.
Discuss the importance of personal standards and industry self-regulation.
1)  What does one do when another’s misconduct is encountered.
2) 'The role of the Principal Broker or Broker in Charge.
3) The responsibility of the agent.
Instructors should refer back to Section 3 Ethics repeatedly throughout the prelicensing
course with practical examples of ethical conduct and pitfalls taken from the field.
Examples from the National Association of REALTORS® Ethics and Arbitration
Manual may also be used.

SECTION FOUR:NATURE AND DESCRIPTION OF REAL ESTATE

1. PROPERTY DESCRIPTION AND CHARACTERISTICS

A.

B.

C.
D.

E.

Describe and give examples of land, real estate, real property, and personal property.
Explain the factors which determine whether or not something is land, real estate, real
property ot personal property.

Describe the physical, economic, and use characteristics of real estate.

Describe air rights, surface rights, and subsurface rights as well as vatious elements such
as gas, oil, mineral, geothermal, trees, and crops.

Describe fixtures.
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1) Distinguish between a “fixture” and a “trade fixture.”
2) Identify the criteria established for determining whether or not an object is a
fixture.
Describe Trade Fixtures.
Describe water rights, including riparian rights and littoral rights.
Describe the legal right (bundle of rights) that attach to the ownership of real property.
Explain private property rights versus public and private controls.
Differentiate between the methods of describing real property and a “Legal
Description” of real property used in Hawaii.
1) Tax Map Key (TMK)
2)  Street Address
Explain the three methods used to generate a legal description of real property and
differentiate between them:
1)  Government Survey System
2) Plat and Parcel
3) Metes & Bounds
Discuss boundaty line problems in special situations such as ocean boundaries,
Hawaiian fish ponds, and kuleanas.
Explain Surveys and Encroachments
1) Discuss new surveying technology and reasons for “De Minimus
Encroachment” law.
2) Discuss Encroachment Agreement and necessity and importance of having an
Encroachment Agreement.
Explain how condominiums are described in deeds versus declarations.
Sale of Business opportunities and interests: explain how the Uniform Commercial
Code provides for a lender to take a security interest in personal property in a sale of a
business. Discuss sales of business opportunities in the following areas:
1)  residential
2) commercial
3) industrial
4) agricultural
5) special purposes
6) public

SECTION FIVE: THE LAW AND REAL PROPERTY

I

A.

B.

REAL PROPERTY INTERESTS

Describe the historical evolution of the feudal system to the allodial system of private
ownership.
Discuss the implications of Hawaiian history on the present use of land.
1) Before the Great Mahele
(a) Desctribe land divisions:
(1) moku puni
(2) moku
(3) ahupua’a
4 il
(5) lele
(6) mo’o
(7) kuleana
2) The Great Mahele -- In 1848 converted crown lands to government lands.
(a) Royal Patent
(b) Land Patent
(¢) Kamehameha deeds
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3) Distribution of land (kuleanas) in 1850 to commoners
(a) Note some kuleanas exist today.
4)  The leaschold system and the Land Reform Act of 1967
(a) Leaschold Conversion
(b) Hawaii Supreme Court Decision (1984)
Describe Government limitation on ownership of real estate.
Describe the two major classifications of estates in land — freehold and leasehold.
Define the freehold estates of fee simple, determinable fee, and fee simple subject to a
condition subsequent.
Describe a life estate.
Explain the difference between a remainder interest and a reversionary interest.
Describe legal life estates and give examples of curtsey, dower, homestead, and
community property.
Define and explain leasehold estates in Hawaii.
1) Lessors/Lessees
2) Rent renegotiations
3) Surrender clause
4)  Other important terms
5) Disclosure requirements
6) Land Reform Act of 1967
(a) Single family home
(b) Non-applicability to condominiums and co-ops
(c) Ethical issues regarding attempts to circumvent the law
7) Discuss leasehold conversion and the impact of city and county law, e.g.
leasehold conversion in the county of Oahu

SECTION SIX:

ENCUMBRANCES AND LIENS, EASEMENTS

I.  ENCUMBRANCES

A.

B.
C.

E.
F.

Differentiate between physical and financial encumbrances as well as voluntary and
involuntary liens.
Define lien.
Describe and give examples of the following liens:
1) voluntary
2) involuntary
3) statutory
4)  equitable
5) general
6) specific
Describe and explain the effects of a lien as an encumbrance on title to real property.
1) Describe a mortgage lien.
2)  Explain the basis and general operation of the mechanic’s lien.
3) Describe property tax liens and assessments.
4)  Explain how a judgment can be entered and executed against a property.
5) Identify the types of liens and describe their effect on title.
Describe the priority of liens.
Define and give examples of a deed restriction.

1I. EASEMENTS

A.

B.

C.
D.

Define an easement including an easement appurtenant and an easement in gross.
Describe how easements may be created, including mutual agreement, necessity,
prescription, condemnation, and implication.

Describe how easements may be terminated.

Define and give an example of a license (e.g. temporary right to occupy space).
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E. Define and give examples of an encroachment.
1) Describe de minimus encroachment and reasons for it.
F. Explain rights to beach access and other entry rights.
G. Discuss PASH (Public Access to Shorelines) in Hawaii and its potential impact on
undeveloped or raw land.

III. STATUTORY RESERVATIONS ON LAND

SECTION SEVEN: TENANCY AND OWNERSHIP OF REAL ESTATE

I.  FORMS OF OWNERSHIP/TENANCY

A. Define Ownership in severalty (individual)
B. Define other forms of co-ownership including:
1) community property
2) joint tenancy
3) tenancy by the entirety
4) tenancy in common
5) dower and curtsey
6) land trusts
7) elective right (Uniform Probate Code 7/1/77)
C. Define business or group ownership.
1)  Partnerships
2) Joint Ventures
3) Corporations
4)  Cooperatives (co-ops)
5) Condominiums (condos)
6) Syndications (huis)
7)  Real Estate Investment Trusts (REITS)
D. Explain tax advantages and disadvantages of types of ownership and differentiate types
and forms of tenancy.

II. TRANSFER OF OWNERSHIP

A. Describe how ownership of property is transferred:
1) Land sale — during lifetime
2)  Public grant
3) Private grant
4)  Authority of Law (Descent)
5)  Wills
6) Authority of Law
(a) Lien Enforcement
(b) Adverse Possession
7)  Dower and Curtsey
8) Elective Share (Uniform Probate Code)
B. Describe how property associated with drug activity or other illegal activities is subject
to seizure and forfeiture (Federal and Hawaii Laws).
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SECTION EIGHT:

CONDOMINIUMS, COOPERATIVES, PLANNED UNIT

DEVELOPMENTS AND TIMESHARE

I

CONDOMINIUMS

A. Explain Hawaii Revised Statutes 514A Condominium Property Regime (CPR) and
review text of Statute and its major components.

1)

8)

General Provisions, Definitions, and Applicability

Creation, Alteration, and Termination of a Condominium

Registration, Administration, Notification of Intention

Protection of Purchasers

Condominium Management and Governance

Sale to owner occupants

Arbitration and Mediation

Rules and Regulations and how they affect the administration of the Law

B. Provide an overview and explanation of the following:

1)

2)
3)
4

5)

0
7

8)
9)
10)

11)
12)
13)

Know that the CPR is under Section 514A and explain the difference between
a condominium and a cooperative.

Explain the basic definitions in the law.

Explain what is in a declaration, by-laws, and house rules.

Describe what is in a public report and explain condominium disclosure
requirements and buyer rights to cancel.

Describe the role of a Condominium Ownet’s Association and differentiate
between that and a Community Association.

Explain what documents must be maintained by an Association.

Help understand the duties of officers and members of the Board of
Directors.

Describe the basic rules on condominium budgets and reserves.

Explain the role and duties of managing agents.

Touch upon the rules of sales to owner-occupants: 514A Part VI, 101, 102 and
103 developer’s requirement to offer half of new residential apartments to
owner occupant for first thirty days.

Describe the right of first refusal when a leased fee is offered for sale.

Explain the arbitration and disputes procedure.

Note that there is a condo education fund and that information can be

>, <«

obtained from the commission’s “condominium specialist.”

C. Explain that all of HRS 514A is presently being re-codified and the structure of this
section must be modified to reflect the impact of both the old law and on the rel]
codified law on various properties including smaller projects which may be exempt.

D. The instructor should not review the law and rules and regulations to the depth and
detail that many have in the past. Emphasis should rather be placed upon the sales
candidates gaining an overview of what a condominium is, how it is formed, and how it

operates.

E. Since most sales candidates’ experience with condominiums will be with resales,
emphasis should be placed on the importance of reviewing the project documents
including:

1
2)
3)
4
5)
0)

Declaration
By-laws
House rules
Amendments to the above
Title report citation of recorded documents
Minutes
(a) Association
(b) By-laws
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7)  Current budget
8) Cutrent financial statement
(a) Audited
(b) Un-audited
9) Insurance summary
10) Reserve study
11) Form RR105(c)
12) Areas of risk to prospective purchaser
(a) Inadequate reserves
(b) Agency building
() Deferred maintenance
(d) Pending litigation
(e) Adequacy of insurance
(f) Contentious board
F. The instructor must emphasize that the agent is not a condominium specialist and that
examination of documents for problems and completeness is based upon the red flag
doctrine. Red flags in these documents are no different than red flags in dwelling structures.

II. COOPERATIVES

A.  Ownership of shares in a corporation
B. Proprietary lease

1) Expiration date

2) No expiration date

III. TIMESHARE (514E)

A. Describe time-sharing plans and how these are regulated.
1)  Definition
2)  Ownership interests
3) Right to use
4)  Registration of a Timeshare project is separate from a CPR registration.
5) Condominium Public Reportt is not required.
6) Sales disclosure requirements
(a) Seven day right of rescission
7)  Sales voidable-- when and by whom?
(a) Refund money with interest at ten petcent (10%) per year together
with taxable court costs and reasonable attorney’s fees.
8)  Penalty for violation.
B. Discuss the impact (good and bad) of the timeshare industry in an island economy.
C. Review of the timeshare law is to be de-emphasized. Timeshare as a focused subject
may subsequently become a post-licensing required course for those who wish to
specialize in this area.

IV. PLANNED UNIT DEVELOPMENTS. Discuss reasons for planned housing development and
the role of the State, the Housing Finance Development Corporation, and the Developer.

SECTION NINE:STATE LAND USE CONTROLS & PROPERTY DEVELOPMENT

I.  LAND USE CONTROLS

A. Describe Hawaii’s land use classification system and the role of the state and the county
governments.
1) Discuss role of State Land Use Commission and Department of Land and
Natural Resources
(a) Four categories of land use
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2) Discuss role of County:
(a) Planning Commission
(b) Department of Planning
(¢) Building Department
(d) Others
(e) Discuss county-by-county issues of which brokers must be aware.
B. Identify land use controls utilized in Hawaii.
1)  Police Power
(a) Planning (state and county)
(1) Purposes
(a) Development
(b) Implementation
(b) Zoning
(1) Purpose and definition
(2) Legal processes (include implication of state classifications.)
(3) Special conditions
(a) Variance
(b) Special Use Permit
(c) Existing use permits
(d) Zoning Changes
(e) Non-conforming use
(f) Spot Zoning
(2) Ohana Dwelling Laws
2)  Subdivision regulations
(a) Requirements for planning
(b) Uniform Land Sales Practices Act
(1) Describe broker’s responsibilities.
3) Building Regulation and Building codes
(a) Building Permits
(b) Final Inspections
(c) Certificate of Occupancy
(d) Code enforcement
4)  Eminent Domain
(a) Condemnation
(b) Adverse Possession
(¢) Land Reform Act
(d) Process of Urban Renewal
5) Taxation
6) Escheat
C. Describe Federal and State Environmental Regulations
1)  Federal Water Pollution Control Act (Wetlands)
2) 'The Resource Conservation and Recovery Act of 1976 (hazardous waste
management)
3) Comprehensive Environmental Response, Compensation and Liability Act of
1980 (CERCLA or “superfund”)
4) Discuss impact of Special Management Area (SMA); SMA permits; SMA
rezoning.
5) Discuss contested case hearings and negative declarations.
D. Define and give examples of private land use controls through deed restrictions,
subdivision regulations, and Covenants, Conditions and Restrictions (CC&R’S).
E. Define and give examples of direct public ownership of land.
F. Land Use Initiatives
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SECTION TEN: AGENCY

I. GENERAL AGENCY CONCEPTS

A. Define agency and fiduciary relationships.
1) Explain the responsibility of brokers for actions of agents even if they are
acting as “independent contractors.”
2) Define who a “principal” is. Show the difference between a “client” and a
“customer.”
3) Describe the different classifications of agency relationships — universal,
general, and special.

II. HAWAII AGENCY PRACTICES AND LAW

A. Statutory vs. Common Law “Hawaii agency is presently common law.”
B. Reference sections of Hawaii Revised Statutes that deal with agency in real estate.
C. Discuss “best practices” and common law.

III. LAW OF AGENCY

A. Describe that agency can be created to carry out functions such as:

1)  Sales
2) Trades/Exchanges
3) Leasing

4) Management
B. Real Estate Conduct Rules, Section 16-99-3
C. Describe the creation of an agency relationship.
1) Mention sub-agency and note that is it legal but not part of current industry
practices.
2)  Define single agency.
(a) Seller agency
(b) Buyer agency
3) Dual agency
(a) Separate written agreement required
(b) Discuss “informed consent.”
4)  Show how agency can be created accidentally.
5) Forms of agency/non-agency used in other states:
(a) Designated agency
(b) Transactional agency
(c) PFacilitator
D. Discuss agency disclosure requirements under HRS Section 467-14(12) and under
Section 16-99-3.1.
1)  Written disclosures
(a) Disclosure letters to buyers and sellers
(b) Paragraph is standard form DROA
(c) Agency disclosure addenda
2)  Help understand common agency disclosure situations
3) Handling in-house sale
E. Describe the authority, duties, and responsibilities of a real estate agent.
1) Describe the difference between the seller as principal and the buyer as
principal.
2) Describe the agent’s duties to third persons.
F. Describe the duties and consequences of breach of duties.
1) Describe “fiduciary” and discuss duties.
(a) A sacred relationship of responsibility to others

Page 13 of 26 July 29, 2005



REC SALESPERSONS’ CURRICULUM « APPROVED JULY 29, 2005

2)  Agent
(a) Reasonable skill and care (note: This includes duties to ascertain and
disclose material facts.)
(b) Accounting
() Loyalty
(d) Acting with authority
3) Principal
(a) Give opportunity to perform
(b) Do not capriciously terminate employment
(¢) Compensation
(d) Cannot give illegal instructions

SECTION ELEVEN: REAL ESTATE CONTRACTS

I.  LAW OF CONTRACTS

A. Define the essential elements of a contract.
1)  Mutual Agreement
2) Competent parties
3) Offer and acceptance
4)  Consideration
5) Contractual ability
6) Legal purpose

7)  Description of property
8) Signatures
9)  Settlement date

B. Examples of real estate contracts, listings
C. Help understand key definitions.
1) Describe the difference between an express contract (both written and oral)
and an implied contract.
2)  Describe the difference between a bilateral contract and a unilateral contract.
3) Explain the difference between a contract being executory and executed.
4) Define and give examples of the legal status of contracts — valid, void,
voidable, and unenforceable.
Describe the manner in which a contract can be terminated.
Define assignment and novation — explain the difference between assignment and
novation.
Explain the remedies when a breach of contract occurs.
Define Statute of Frauds.
Explain how antitrust laws affect the real estate broker and the penalties for violating
them.
1) Price fixing
2)  Group boycotting

II. LISTING CONTRACTS

@O

A. Define and describe the purpose of a listing contract.
1) Describe the types of listing contracts.
(a) Net
(b) Open
(c) Exclusive Agency
(d) Exclusive Right-to-Sell
2)  Describe the Role of Multiple Listing Service (MLS) arrangements.
3) Describe the common provisions in a listing contract.
4)  Describe the broket’s entitlement to a commission.
5) Desctibe the ways in which a listing contract may be terminated.
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6) Desctibe the remedies for breach of a listing contract.
7) Indicate pitfalls in listing preparation.
(a) What generally needs to be disclosed?
(b) What are the salesperson’s liabilities?
(¢) How to ask about conditions
(d) How to check for encroachments
(e) Other material facts that must be ascertained including whether seller
falls under HARPTA and/or FIRPTA

III. SALES CONTRACTS

A. Define and describe the purpose of the sales contract.
1)  Describe the key provisions in a sales contract.
2)  Describe the ways in which a sales contract may be terminated.
3) Describe the remedies for breach of a sales contract.

Discuss the significance of contingencies.

Define and give examples of option agreements.

Define and give examples of agreements of sale.

Define and give examples of lease agreements.

Discuss the matter of unauthorized practice of law.

Describe the procedure for presenting multiple offers to a seller.

OEEUOW

SECTION TWELVE: HAWAII STANDARD FORMS

1. PROVIDE LIST AND SAMPLES OF ALL STANDARD FORMS AVAILABLE

A. Candidates need general familiarity with forms.
B. Candidates need a detailed familiarity with:
1)  Exclusive Right-to-Sell Listing Agreement
2)  Deposit Receipt Offer and Acceptance (DROA)
3) Counter Offer
4)  Cooperating Broket’s Separate Agreement
5)  Seller’s Disclosure forms
C. Candidates need general familiarity with DROA addenda.

II. LISTING CONTRACT

A. Review key patts of Hawaii Association of REALTORS® Exclusive Right-To-Sell
Listing Contract.
1) Provide direction on how to complete.
2) Discuss:
(a) Key terms
(b) Common practices
(c) Protection period
(d) Special terms
3) All owners of record should sign.
B. Discuss MLS data input.
1) Note that data input is part of listing contract.
C. Seller’s Disclosure form
D. Other disclosures

III. WORKING WITH THE DEPOSIT RECEIPT, OFFER AND ACCEPTANCE (DROA)

A. Help understand the basic DROA forms including standard terms and commonly used
addenda (use latest forms).

B. Be able to explain how funds, including deposits, will be handled in the event of default
or cancellation.
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C. Go over how to complete the DROA

1)  Review key paragraphs

(a) Generally

(b) Specifically
(1) C-3 Financing
(2) C-21 Termination
(3) C-26 Contingencies
(4) C-44 — C-46 Disclosures
(5) C-51 Inspections

D. Help understand what should be considered in making an offer.

E.

T o m

—

1)  Financing options
2)  Closing costs
3) Contingencies
4)  Recommendation of escrow company or lender
5) Property boundaries
6) Disclose any participation in sale
7) Buyer’s signature and date
8) Relevant dates
(a) Closing date
(b) Occupancy date
(c) Pro-ration date
(d) Offer date
(e) Vesting of title
Know standards of practice
1) Review of offer by broker
2)  Copy of offer to buyer
3) Moving with a sense of immediacy
(a) Present all offers to seller as a matter of top priority.
(b) Upon acceptance, promptly deliver to buyer for acknowledgement of
acceptance.
() Rejections must be given in writing and in a timely manner.
(d) Counter-offers need not be within expiration period.
4)  Leave copies with buyer.
Help understand how to make counter offers.
Help understand what to do when there is an acceptance.
Help understand what to do if there is a rejection (16-99: Rejection must be
communicated in writing).
Help understand how to use addenda.
Help understand the necessity to remain familiar with standard forms which may
change periodically.

IV. COUNTER OFFER FORMS
V. COOPERATING BROKERS’ SEPARATE AGREEMENT
VI. SELLERS’ DISCLOSURE FORMS

SO®>

Single family residential

Condominium

Vacant land

Note that Commercial properties have a due diligence process rather than a disclosure
form.
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SECTION THIRTEEN: REAL ESTATE FINANCING PRINCIPLES

I. MORTGAGE CONCEPTS

A. Describe the concept of mortgage lending.
1)  Qualifying the buyer
(a) Applicant information
(b) Income and employment verification
(c) Down payment information
(d) Credit information
(e) FHLMC qualifying guidelines
2)  Qualifying the property
(a) Single family homes
(b) Condominiums
(c) Stigmatized properties
3) The loan application and escrow
4)  Approval of the loan
5)  Servicing the debt
B. List and describe the major sources of residential funds for loans on mortgages
C. Define basic real estate finance terms or concepts.
1)  Acceleration clause
2)  Alienation clause
3) Amortization/negative amortization
4)  Assignment
5) Assumption
6) Balloon payment
7) Beneficiary
8) Conventional loan
9) Deed of trust
10) Defeasance clause
11) Deficiency judgment
12) Discount points
13) Due on sale clause
14) Escalation
15) Financing instrument
16) FHA insured mortgage
17) Grantor
18) Guaranteed loan
19) Hypothecate
20) Insured loan
21) Late charges
22) Mortgage
23) Mottgagot/morttgagee
24) Non-recourse loans (Hawaii is a recourse state)
25) Note
26) Prepayment penalty
27) Redemption
28) Reinstatement
29) Reserves (ability to collect)
30) Satisfaction
31) Security instrument
32) Subordination
33) Trustee
34) VA guaranteed mortgage
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D. Government Loans. Discuss them and Compare and contrast VA and FHA loans.
E. Help understand the purpose of different mortgage instruments.
1) Satisfaction of mortgage
2) Extension of mortgage
3) Assignment of mortgage
4)  Release of mortgage
5) Subordination of mortgage
6) Certificate of reduction of mortgage
7)  Estoppel certificate/Lease estoppel cettificate
8) Mortgage consolidation agreement
9) Mortgage spreading agreement
10) Collateral bond
Describe the difference between a mortgage, a deed of trust, and an agreement of sale.
Help understand basic lending regulations and laws.
1) Truth-In-Lending Act (Regulation Z) — understand the three disclosures that
must be made.
2) Real Estate Settlement Procedures Act (RESPA) — undetstand disclosures
required and prohibited practices.
3) Usury laws
4)  Equal Credit Opportunity Act (Community Reinvestment)
5) Federal Flood Insurance Program
H. Explain the provisions of the mortgage document or trust deed.
Define foreclosure.
1)  Mortgages
(@) Judicial
(b) Non-judicial
2) Agreements of Sale
3) Land Contracts
4)  Redemption
(a) Equity of redemption
(b) Statutory redemption
J. Explain procedures and effects of the “assumption” of an existing mortgage and the
purchase “subject to” existing mortgage.

o=
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SECTION FOURTEEN: REAL ESTATE FINANCING PRACTICES

I.  REAL ESTATE FINANCING

A. Help understand the trade-off among basic financing variables.
1) Loan-to-value ratio (LTV)
2) Interest rate (i)
3) Term (n)
4)  Amortization (pmt)
Be able to describe the financing differences of conventional, FHA, and VA loans.
Primary and secondary mortgage market
Understand why “points” ate charged and how to calculate these.
1) MIP
2) PMI
3) Discount points
Help understand how to qualify borrowers for different types of loans.
Help understand fixed rate mortgages.
Help understand how a “lock-in” is used.
Understand different types of adjustable rate mortgages and what financial terms need
to be evaluated including how an ARM can be converted to a fixed rate mortgage.
Help understand graduated payment mortgages (GPM)

o=
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J.

K.

L.

Help understand how participation mortgages work.
1) Shared appreciation mortgage
2)  Share equity mortgage
Second mortgages
1)  Wrap-around mortgage
2) Agreements of sale
Other mortgages — briefly discuss and describe alternative types of mortgages.
1) RAM
2) GEM
3) Construction/Takeout
4) Bridge loan
5)  Hawaii specific loans
(a) Ginnie Mae (GNMA)
(b) Hula Mae
(c) Employee Retirement System (ERS) Mortgage Loans

SECTION FIFTEEN:REAL ESTATE VALUATION AND APPRAISAL

I.  REAL ESTATE VALUATION

A.
B.

ciEvle
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N.

O.

Define Value.
Describe different concepts of value.
1) Note that appraisal values will have a tendency to “lag” the market.
Explain the difference between market value, market price and cost.
Explain the basic principles of value.
Explain the concept of “highest and best use.”
Define the three approaches to value and give examples of the general use of each.

1)  Market data approach

2)  Cost approach

3) Income approach (including the gross rent multiplier)

Explain the difference between reproduction cost and replacement cost.
Explain the concepts of “contribution” and “substitution.”

Explain measurement techniques used in Hawaii.

Define basic terminology (see listing contracts).

Define the basic concepts of depreciation.

Basic concepts of leasehold valuation

Explain the federal and state license laws that regulate appraisers.

1) Know that Hawaii complies with the requirements of the Financial Institutions
Reform Recovery and Enforcement Act of 1989 (FIRREA) which mandates
state licensing and certification of appraisers.

2) Explain the difference between state licensed appraisers and state certified
appraisers.

3) Know that brokers may give opinions of value if they do not call these
“appraisals” and do not charge a fee.

4)  Know that licensed and certified appraisers must comply with the “Uniform
Standards of Professional Practice” (USPAP).

Professional Appraisal Organizations and designations
1)  Appraisal Institute — Al
(a) Primary organization.
2)  American Society of Appraisers — ASA
(a) Smaller, mostly rural and farm oriented.
3) Other
Valuation of Leaseholds
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P. Appraising leaseholds in Hawaii
1) Lessee value
2) Lessor value
3) Leased Fee Differential-- describe how it changes over time.
Q. Analysis and interpretation of market information (to determine listing price of real
estate for sale, rent, or exchange, with and without an appraisal report)
Styles of Homes-- describe commonly used terms for architectural styles.

SECTION SIXTEEN:REAL ESTATE AND OTHER TAXES, TAX LIENS

I.  REAL ESTATE TAXES AND REPORTING REQUIREMENTS

A. Explain Local Property Taxes.
1) assessment on land
2) assessment on improvement
3) exemptions
4)  dedications (agriculture and residential)
5) how taxes are calculated
Define “special assessment.”
Describe the procedures for appealing tax assessments and enforcement of tax liens.
Other taxes:
1)  General Excise Tax
2) Transient Accommodations Tax
3) Conveyance Tax
E. Describe who must withhold funds pursuant to the Foreign Investment in Real
Property Tax Act (FIRPTA).
F. Describe who must withhold funds pursuant to the Hawaii Real Property Tax Act
(HARPTA).
G. Explain how federal reporting requirements impact foreign buyers and sellers.
1) The International Investment and Trade in Services Survey
2)  Agricultural Foreign Investment Disclosure Act of 1978
3) The Currency and Foreign Transactions Reporting Act of 1970
H. Help understand basic Income Tax Concepts
1) Depreciation
2)  Permitted Deductions for different classes of property
3) Tax Deferral methods:
(a) 1031 “tax free” exchanges
(b) Sale of primary residence
(¢) Other
4) Estate taxes
(a) Discuss impact of state and federal inheritance tax and the need for
planning.
1. Impact of the “Taxpayer’s Relief Act of 19977

o=

SECTION SEVENTEEN: INTERESTS IN REAL ESTATE

I. DEEDS AND OTHER MEANS OF ACQUIRING PROPERTY

Define “title.”

Define the methods of transferring title.

Identify ways in which title to real property may pass involuntarily.
List and explain the essential requirements of a valid conveyance.

Identify and describe types of deeds.

moow>
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1)  General Warranty Deed.
(a) Covenant of seisin
(b) Covenant against encumbrances
(¢) Covenant of quiet enjoyment
(d) Covenant of further assurance
(e) Warranty forever

2)  Special Warranty Deed

3)  Quit Claim Deed

4)  Gift Deed

5) Executor’s Deed

6) Commissioner’s Deed in foreclosure

7)  Commissioner’s Deed in partition

8) Administrator’s Deed

9)  Guardian’s Deed

10) Trustee’s Deed.

11) Release of dower

12) Bargain and sale deed

F. Describe the elements of a deed.
1) Written Instrument

2) Date
3) Legal Capacity of Grantor
4)  Grantee

5) Recital of consideration
6) Words of conveyance
7)  Habendum clause
8) Legal Description of Property
9) Reservations and exceptions
10) Warranties and covenants
11) Grantor’s signature
12) Delivery and acceptance
13) Acknowledgement
14) Recordation
(a) Bureau of Conveyances
(b) Land Court
(c) Constructive notice vs. actual notice
G. Describe assignment of leases.
H. Explain why covenants and conditions in a deed cannot be used as a means of
discrimination.

II. CONCEPTS OF HOME OWNERSHIP — THE AMERICAN DREAM
A. Explain tax advantages and disadvantages of home ownership.
III. INVESTMENTS IN REAL ESTATE
A. Differentiate between home ownership and purchase for investment.
IV. TITLE AND TRANSFER OF TITLE

A. Discuss recordation of title.
1) Land Court—its history and process
2)  Regular System — its history and process

V. TITLE RECORDS

A. Indicate where they can be found.
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SECTION EIGHTEEN: CLOSING THE REAL ESTATE TRANSACTION

I. A DROA IS INSTRUCTIONS TO ESCROW.

A. DROA is “executory.”
B. Discuss key items to be “executed.”
C. Closing occurs when contract is fully executed.

II. CLOSING/SETTLEMENT PROCEDURES

A.

B.

mo o

Describe process generally.
Review Hud-1 form

P
2)

Sellet’s Statement
Buyer’s Statement

Explain title examination procedutes.
Explain the purpose for title insurance.
Describe the different types of title policies.

)
2)
3)
4

Mortgagor’s and Mortgagee’s policies
Standard ALTA policy

Extended Coverage ALTA policy
Other Extended Coverage Policies

Explain the chain of title.

Explain how the Uniform Commercial Code affects a real estate transfer.

Define title recordation.

1)
2)

Considerations at closing and settlement. (Note: This material reiterates previous

Regular registration — Bureau of Conveyances
Land coutt registration process

sections.)

)
2

3)
4)

0)
7)

9)

10)
11)
12)
13)
14)
15)
16)
17)
18)
19)

20)

Evidence of title
Survey versus Staking
(a) De minimus encroachments
(1) Exceptions

(@) No de minimus in oceanfront
(b) No de minimus in state- and federal-owned

propetty

Closing costs and computation of closing costs
Termite inspection
Seller’s limited warranty
Risk of loss and insurance
Default
Closing date
Consent
Time is of the essence
Obligation
Conflict
MLS
Complete agreement
Occupancy date
Pro-rations and computation of pro-rations
Tenancy statement
Satisfaction of contingency or waiver
Special provisions

(a) General

(b) Agreement of Sale
Agreement to buy
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21) Acceptance
(a) Brokerage fee agreement
(b) Counter Offer change requires acknowledgement
22) Funds held in escrow after closing by agreement of parties (150%)
(a) Estimates
(b) Release
J. Duties and responsibilities of escrow and interplead rights of escrow agent.

SECTION NINETEEN: COMMERCIAL REAL ESTATE MANAGEMENT, LEASING &
SALES

I.  REAL ESTATE PROPERTY MANAGEMENT AND LEASING

A. Licensing requirements
B. Define the purpose of property management.
C. Differentiate between kinds of property management.

1) Commercial, Industrial, Retail, Office.

2)  Residential.

3) Homeowner’s Association.

4)  Condominium Association of Apartment Owners.
Explain the relationship between the owner and the property manager.
Explain the relationship between the property manager and the tenant.
Differentiate between the role of property manager and leasing agent.
Explain the role and typical responsibilities of the property manager.

1) Collection of rents

2) Maintenance of property

3) Handling of funds

4) Insurance coverage:

(a) Worker’s Compensation
(b) Fire
(c) Liability
(d) Casualty
(e) Consequential loss
H. Association Management
Identify and describe types of leases.

1) Fixed lease

2)  Graduated lease

3) Ground lease

4)  Net lease

5) Percentage lease
J. Explain the difference between assignment, sublease, and novation.
K. Define “implied covenant of quiet enjoyment.”

. Describe the principles of the recordation of the lease.
M. Matketing/merchandising property
1) advertising
2) market conditions
3) negotiating lease on behalf of owner-client
4)  handling of concessions
N. Accounting and handling of funds
1) maintenance of detailed records
2) periodic reports
3) taxes and insurance
4)  separate trust accounts
5) collections of rent — policies and procedures
6) collection of delinquencies

ORERCRY
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O.

P.

7)  secutity deposits
Management agreement — content and negotiation
1) terms of agreement
2) compensation
3) responsibilities
4)  property description — including full awareness of condominium, cooperative,
right to use or rental income property
Commercial Sales Contract is generally a different contract than the DROA.

SECTION TWENTY: LANDLORD/TENANT CODE

1.  RESIDENTIAL LANDLORD/TENANT CODE (HRS 521)

A.

B.

™
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Define lease as both a conveyance and a contract.
Understand how HRS 521 creates rights and obligations in residential leases.

1) Define “Tenant” and describe tenant’s responsibilities under HRS 521.

2)  Define “Landlord” and describe landlord’s responsibilities under HRS 521.
Compare the four types of leasehold tenancies.

1) Tenancy for years

2) Tenancy from petiod to period

3) Tenancy at will

4) Tenancy at sufferance

5)  Understand rules in Hawaii Rental agreements -- oral or written.

(a) Written tenancy (month-to-month)
(b) Lease (fixed length)

Describe basic provisions in a residential rental agreement.

1) Payment of rent

2) Notice of rent increase

3) Notice of termination

4)  Repairs

5)  Security deposits
Tenant remedies
Explain ways in which a lease agreement may be terminated.

1) Discuss actual vs. constructive eviction
Note that many areas are not covered by the Residential Landlord/Tenant Code; i.e.
definition of “agent.”
Discuss role of small claims coutt in landlord/tenant disputes and secutity deposit
issues.
Required disclosures in residential rental properties
In sale of property, DROA does not provide for holdover of seller at closing. Discuss
seller holdover or late occupancy.

SECTION TWENTY-ONE: FAIR HOUSING LAWS AND THE AMERICANS WITH

DISABILITIES ACT

1. FAIR HOUSING AND CONSUMER PROTECTION

amyUOws

@

Describe the purpose of the Civil Rights Act of 1866.

Describe the purpose of Executive Order No. 11063.

Describe the purpose of the Civil Rights Act of 1964.

Describe the Purpose of the Fair Housing Act of 1968.

Describe the purpose of the Fair Housing Act Amendment of 1988.

Describe the Purpose of HRS 515- discrimination in real property transactions.
1) Enforcement of HRS 515

Define and give examples of blockbusting and steering.
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Define and give examples of “redlining”.
Describe exemptions of the Fair Housing Laws.
1)  When are fair housing laws applicable and when are they not?
Identify the state and federal agencies responsible for the enforcement of the Fair
Housing Laws.
Describe the penalties for those who violate the Fair Housing Laws.
Describe other rights provided to consumers in real estate transactions.
Differentiate between federal and state fair housing guidelines. Include Hawaii’s
protected classes.
Discuss role of Hawaii Civil Rights Commission and HUD with respect to fair housing
laws in Hawaii.
Americans with Disabilities Act

SECTION TWENTY-TWO: ENVIRONMENTAL ISSUES AND THE REAL ESTATE

TRANSACTION

I.  LAND USE LAWS

A.

Discuss:
1) Environmental Impact Statements
(a) Content of EIS

2)  Environmental Laws (1982 Comprehensive Environmental Response,
Compensation and Liability Act [CERCLA]) and the Clean Water Act. Include
the purchaser’s prudent conduct of due diligence because of the impact of
these laws.

3) Environmental Site Assessments: Level I, 11, IIT and general content and
severity

II. OTHER ENVIRONMENTAL ISSUES: Discuss and explain how they may impact a
transaction.

SECTION TWENTY-THREE: MATHEMATICS

I. GENERAL MATHEMATICAL COMPUTATIONS (NOTE: Although detailed in a separate
section, the math should appear in context within the appropriate course content.)

oOw
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Commission calculations and problems (including GET)

Simple Interest and Declining Balance

Calculation of profit or loss upon disposition of real estate

Depreciation and Appreciation (with land and buildings depreciating or appreciating
sometimes at differing rates)

Property tax, conveyance tax calculations

Pro-ration of expenses and costs among parties

Atrea calculation for regular and irregular shapes (houses or lots) but not cutvilinear
shapes

II. CLOSING OR SETTLEMENT STATEMENTS

A.

B.
C.
D

Sales candidates should be able to read and understand a settlement statement, including
finding errors in a statement.

Escrow Cash account

Buyer’s Closing Statement

Seller’s Closing Statement
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III. OTHER CALCULATIONS

Comparative Market Analysis
Sellet’s net sheet
Estimate of approximate closing costs
Mortgage calculations
interest deductions and declining balance
installment sales contract (tax implications)
owner-occupant
1)  deductions upon acquisition
2) deductions during ownership
(a) points
(b) interest
(c) taxes
3) deductions upon deposition capital gain/loss treatment
H. Investor
1) Deductions during ownership
(a) Interest
(b) Depreciation
2)  Deduction upon disposition capital gain/loss treatment
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