Real Estate Principles
Chapter 3 Answer Key

Chapter 3
Private Restrictions on Ownership

True/False
1. F

2. F

3. T

4. F

5. T

6. T

7. T

8. T

9. T

10. F

11. T

12. F

13. T

14. T

15. T

Short Answer
1. An easement is created by grant when a property owner gives or sells a right to use his property in a certain way to another party. An easement is created by reservation when a property owner sells a property but keeps or reserves the right to use the property he just sold in a specific way.  
2. CC&Rs can prevent uses of properties that would be detrimental to neighboring properties such that all properties in the area may increase in value as a result of the limitations.
3. CC&Rs may prevent certain uses of a property in a way that makes the property less desirable and valuable in the market.
4. The borrower is the mortgagor.
5. The lender is the mortgagee.
6. Mechanic’s liens directly benefit the suppliers of materials and labor for improvements to land because the liens enable vendors to collect the amounts they are due. Indirectly, however, property owners may also benefit if vendors and suppliers charge lower prices for the materials and labor because they have greater confidence that they will eventually be able to collect the amounts they are due as a result of mechanic’s lien laws. 
7. Easements are created by prescription when a property is used “openly, hostilely, and continuously for a statutory time period.”
8. Encumbrances are not specific to the person who owns the land, but instead are tied to the land itself.  Encumbrances like easements and CC&Rs are unaffected by ownership changes.
9. Having a boundary survey performed by a qualified surveyor will identify encroachments on a property.
10. Hostile means “without permission” in adverse possession situations.
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