Real Estate Principles
Chapter 6 Answer Key

Chapter 6
Contracts in Real Estate Transactions
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Short Answer
1. No, deeds are the legal documents used to transfer title to real property. Sales contracts merely express the terms of an agreement to eventually transfer title to real property.

2. Offer and acceptance, consideration, capacity of parties, lawful purpose, and, for real estate, a written document specifying the terms of the agreement are the required elements of a contract.

3. At this point, Suzy is the offeror and Clyde is the offeree due to Suzy’s counteroffer.

4. Parties to a contract can only be held accountable to the agreement if they have the mental capacity to understand its implications.

5. Once the contract is executed (signed) by the parties it becomes enforceable by law.  If either party chooses to breach the contract, the penalties are specified in the document. To avoid those penalties, the breaching party may attempt to negotiate a cancellation of the contract on terms acceptable to the nonbreaching party. There is no guarantee that the nonbreaching party will engage in such negotiations.

6. A financing contingency is a condition in the contract that allows for the contract to be cancelled and deposit money refunded to the buyer if the buyer is not able to arrange external funding for the transaction.

7. A sales contract contains a promise from the buyer to purchase the property under the terms specified in the contract. In an option-to-buy contract, the buyer may elect to cancel the transaction on or before a date specified in the contract at his discretion.

8. From a seller’s perspective, specific performance in a real estate sales contract means the seller must deliver title to the buyer of the exact property identified in the contract on the date specified and in the condition specified.
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