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Course 1 – Overview: The Real Estate Business 

Course 1 – Part 1 

 

SLIDE 20 - Real Estate Brokerage 

In this section we’ll look at Real Estate Brokerage business topics including:   

• Sales and Leasing 

• Property Management 

• Appraising 

• Financing 

• Counseling 

SLIDE 21 - Real Estate Brokerage – Sales and Leasing 

A real estate brokerage is a business in which real estate license-related activities are performed 
under the authority of a real estate broker.  

The broker acts as an agent or intermediary between two or more people in the negotiation of 
the sale, purchase or rental of real estate.  

A sales associate works for the broker, providing services to prospective buyers and sellers.  

SLIDE 22  

Real estate brokers and salespersons require a depth of knowledge of expert information that 
the average layperson does not possess.  

In reality, it is more efficient to acquire this information through a real estate professional.  

Real estate brokers and sales associates often specialize in a particular geographic area or 
property type.  This method of target marketing is often called "farming“. 

SLIDE 23 

The five major sales specialties are:  

1. Residential 

2. Commercial 

3. Industrial 

4. Agricultural 

5. Businesses 

SLIDE 24 - Real Estate Brokerage – Property Management 

With the proliferation of condominium and apartment complexes, coupled with an array of 
commercial properties, the need for experienced property managers has never been greater.  

SLIDE 25 

Most rental properties, whether residential or commercial, is managed by a property 
management company on behalf of an absentee owner.  

In the case of residential property that owner is likely an individual, whereas larger commercial or 
industrial properties could be owned by a corporation.  
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SLIDE 26 

Services provided by a property management company include:  

• Manage rental leasing – Daily coordination between tenants and leased units.  

• Tenant screening and selection – Background checks and income verification 

• Collect rents 

• Managing move-in/outs – Lease contracts - Rekey locks on move outs 

• Property evaluation – Understand rental rates in the area and price accordingly 

• Marketing – Managing ads and working with other leasing agents 

• Maintenance and inspection – Perform scheduled inspections to ensure property is safe 
and holding value.  

• Income and expense accounting – Accountable to owner for financial performance.  

 

SLIDE 27  

Where property managers deal primarily with rental units like an apartment complex, a 
Community Association Manger manages a condominium or homeowners’ association (including 
single-family home subdivisions, townhouses, or mixed-use development).  

The state of Florida requires community association managers to hold a license. Performing 
duties as a CAM without a license is a violation of Florida Statutes.  

 

SLIDE 28  

The services provided by a property manager are typically defined by the property management 
agreement, which is not a formality – it’s a legal necessity.  

It protects the property owner, the property management firm, and the property being managed.  

 

Section 1 - Part 2 

 

SLIDE 1  

There are dozens of boilerplate agreements out there with a wide range of terms and conditions.  

At a minimum four key areas should be found within any valid property management contract:  

• Responsibilities and Representations 

• Contract Termination 

• Indemnification  

• Boiler Plate legalese 
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SLIDE 2  

Responsibilities and Representations 

It’s common for the property manager to be the exclusive Agent of the owner of the property 

described on the agreement.  

Section 1.1 of the sample reads: 

 

SLIDE 3  

The property affected by the agreement is described in the agreement in a very specific manner.  

Section 1.2 of the sample reads:  

 

 

SLIDE 4  

The document will always dictate the term and renewal requirements of the agreement.  

Section 1.3 of the sample reads:  
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SLIDE 5  

The agreement will also spell out how the Agent will be compensated for the property 

management.  

Section 17.1 of the sample reads: 

 

SLIDE 6  

Some Property Management Agreements may specify that the Agent is responsible for opening 

bank accounts for operating and reserve funds and another account for security deposits.  

If the owner requires the agent to be bonded this will also be specified. 

SLIDE 7  

The agreement will usually be very specific about the agent’s responsibilities for rent collection, 

security deposits and the property operating expenses.  

Section 3.1 of the sample reads: 
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SLIDE 8  

Property owners typically define their needs for financial and operational reporting from the 

property manager.  

Section 6 of the sample reads: 

 

SLIDE 9  

It’s also common to find verbiage that will allow the owner to audit the finances periodically to 

ensure complete disclosure of income and expenses.  

Section 6.1 of the sample reads: 

 

SLIDE 10  

Property managers are normally given responsibility over any advertising necessary for the 

rental and leasing of property.  

Section 7 of the sample reads: 
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SLIDE 11  

Duties of property rental and tenant management are inherent to any property management 

agreement.  

Section 8.1 of the sample reads: 

 

SLIDE 12 

The Agent is generally given the responsibility of hiring, supervising and terminating employees 

necessary to the daily operation and maintenance of the property.  

Section 9.1 of the sample reads: 

 

SLIDE 13  

Due to the legalities of labor management there is usually language in the agreement that 

defines Agent and Owner responsibilities and liabilities.  

Section 9.5 of the sample reads: 
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SLIDE 14  

The Agent’s duties regarding property maintenance are typically spelled out in the agreement.  

Section 10 of the sample reads: 

 

Other subsections regarding maintenance may be very specific about limits of expenditure, 

utilities, contracts and liability for personal injury claims. 

SLIDE 15 

The agreement usually sets the legal relationship between the Owner and the Agent.  It’s 

common to confirm that the Agent acts on behalf of the Owner and is not an employee.  

Section 12 of the sample reads: 
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SLIDE 16  

Another important section relates to the Owner representations and warranties to the current 

legal status of the property and the Owners role in the agreement.  

Section 18 of the sample reads: 

 

SLIDE 17  

Contract termination 

It’s critical that the property management agreement has very specific language regarding how 
and under what circumstances the agreement is terminated.  

Some of these reasons to terminate include.  

• Termination without cause 

• Termination with cause 

• Termination compensation 

• Owner responsibilities 

• Sale of Property 

SLIDE 18  

The ability for either party to terminate the contract at any time for any reason is normally written 

into these agreements which usually includes a time component.  

Section 21.1 of the sample reads: 
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SLIDE 19  

Should either party breach the agreement, or fail to act as required, the agreement shall 

terminate.  

Section 21.2 of the sample reads: 

 

The items that would breach the contract would always be spelled out in the agreement.  

SLIDE 20  

The termination clause usually defines compensation to be paid to the agent under the 

circumstances of the termination.  

Section 21.3 of the sample reads: 

 

SLIDE 21  

The termination generally dictates that the owner assumes any obligations in place at the time of 

termination and his responsibility to compensate agent for those obligations.  

Section 21.4 of the sample reads: 
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SLIDE 22  

Should the owner sale the property during the management agreement that contingency should 

also be planned for in the termination clauses.  

Section 21.5 of the sample reads: 

 

 

Section 1 – Part 3 

 

SLIDE 1 

Indemnification 

All property management agreements will include sections that addresses what the management 

company can and cannot be held liable for.  

Indemnify: To compensate for loss or damage; to provide security for financial 

reimbursement to an individual in case of a specified loss incurred by the person.  

SLIDE 2 

It’s important that indemnification clauses are included within the agreement. Liability could 

quickly overtake any benefit of the contract.  

Section 13 of the sample reads: 

 

SLIDE 3 

Boiler plate legalese 

In addition to specific information found in the agreement you will also find standard clauses 

related to legal protections for activities that could arise out of the performance of the contract.  

We’ll look at a sampling of those found within the sample agreement. You may see many more 

in use throughout property management agreements.  
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SLIDE 4 

You may find a section that covers indemnification after termination.   

Section 22 of the sample reads: 

 

 

SLIDE 5 

A common boilerplate clause is – Force Majeure 

Frees both parties from liability or obligation when an extraordinary event or circumstance 

beyond the control of the parties, such as a war, strike, riot, crime, or an event described by the 

legal term act of God.  

 

SLIDE 6  

Another very common clause is the “COMPLETE AGREEMENT” clause. It effectively means: 

anything the parties may actually have agreed upon, but is not written down in the contract, is 

null and void. 
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SLIDE 7 

Most contracts include a “NOTICES” clause. This effectively states that any obligations and 

reports required by the contract must be in writing, who is to receive it and at what address it is 

to be sent. 

 

SLIDE 8 

This has been a small sampling of clauses you will likely see in contracts.  

Other common boiler plate items you might see include:  

• Assignment 

• Attorney Fees 

• Governing Law and Venue 

Waivers 

SLIDE 9 

To sum up the discussion on Property Management you should understand that the primary duty 
of the property manager is to protect the owner's investment and maximize the return on the 
owner’s investment.  

 

SLIDE 10 - Real Estate Brokerage – Property Management, Appraisal 

If you recall from the key words:  

Appraisal - Appraisal is a valuation of property by the estimate of an authorized person.  

For the appraisal to be valid, the appraiser must maintain a license from the regulatory body 
having jurisdiction where he/she operates.  

SLIDE 11 
There are many circumstances that would drive the need for a property to be appraised:  

• Residential and Commercial valuation estimates 

• Estate planning and estate settlements 

• Tax assessment review and advice 

• Eminent domain transactions - this might include property condemnation actions 

• Dispute resolution - including divorce, estate settlements, property partition suits, 
foreclosures, and zoning issues 

• Expert witness testimony 

• Market rent and trend studies 
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SLIDE 12 

State-certified, licensed and registered appraisers are regulated by the Florida Real Estate 
Appraisal Board.  

Per 475.612(1) of the Florida Statutes: 

A person may not use the title “certified real estate appraiser,” “licensed real estate 
appraiser,” or “registered trainee real estate appraiser,” or any abbreviation or words to that 
effect, or issue an appraisal report, unless such person is certified, licensed, or registered by 
the department under this part.  

SLIDE 13 

Real estate licensees may appraise real property provided they do not represent themselves as 
state-certified, registered or licensed appraisers.  

Per 475.612(2) of the Florida Statutes: 

This section does not preclude a Florida licensed real estate broker, sales associate, or 
broker associate who is not a Florida certified or licensed real estate appraiser from 
providing valuation services for compensation. Such persons may continue to provide 
valuation services for compensation so long as they do not represent themselves as 
certified, licensed, or registered under this part.  

SLIDE 14 

Uniform Standards of Professional Appraisal Practice (USPAP) can be considered the 
quality control standards applicable for real property, personal property, intangible assets, and 
business valuation appraisal analysis and reports in the United States and its territories.  

Real estate licensees must comport to USPAP when conducting appraisals of real property.  

USPAP website link.  

SLIDE 15 

Comparative Market Analysis (CMA) 

A CMA is an estimate of a property’s value done by a licensed real estate broker to establish a 
listing or offer price for a seller.  

The Primary difference between a CMA and a real estate appraisal is that one is done by your 
real estate broker and the other is done by a licensed real estate appraiser.  

CMAs are exempt from USPAP.  

SLIDE 16 

Broker Price Opinion (BPO) 

Much like a CMA a BPO is also an estimate of a property’s value by a licensed real estate 
broker.  

A BPO is initiated by a financial intuition, banks or mortgage companies, to determine the 
potential selling price or estimated value of a real estate property.  

A BPO is a lower cost alternative to a full appraisal report.  

  

http://uspap.org/
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SLIDE 17 

Ethics rule of USPAP 

To promote and preserve the public trust inherent in professional appraisal practice, an 
appraiser must observe the highest standards of professional ethics.   

The rule is divided into four sections:  

• Conduct  

• Management  

• Confidentiality  

• Record Keeping   

For specific reading of the USPAP Ethics rule go to uspap.org and turn to page 8. 

SLIDE 18 - Real Estate Brokerage – Financing 

There is a separate but essential business integral to real estate sales.  

Financing!  

Buying a home is likely the most financially traumatic experience a prospective homeowner will 
endure.  

The marketplace is diverse with banks and mortgage companies ready to provide residential or 
other property purchase funds to qualified buyers.  

SLIDE 19 

With modern homes pricing in the hundreds of thousands of dollars, a solid source of financing is 
crucial.  

In Florida, mortgage financing can be found in many places:  

• Commercial Banks 

• Mortgage Lenders 

• Mortgage Brokers 

• Loan Originators 

Lenders are able to assist real estate brokers, agents, buyers and sellers, navigate the 
complexity of mortgage financing. 

In a later lesson we will expand on the mortgage lending business and look at the various 
financing programs including FHA, VA, USDA, Fannie Mae, Ginnie Mae and Freddie Mac.   

SLIDE 20 

The mortgage lending business is a service industry that deals with a very complex subject. 

It’s imperative that practitioners understand the business and are able to counsel real estate 
professionals and consumers accordingly.  

Training and experience is fundamental to developing expertise in the subject.  

SLIDE 21 

The Division of Consumer Finance licenses and regulates non-depository financial service 
industries and individuals and conducts examinations and complaint investigations for licensed 
entities to determine compliance with Florida law.  

For mortgage providers these include: 

• Loan Originators 

• Mortgage Brokers 

• Mortgage Lenders 
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SLIDE 22 

Loan Originators - Chapter 494, Florida Statutes: 

The license is required for an individual who, directly or indirectly, solicits or offers to solicit a 
mortgage loan, accepts or offers to accept an application for a mortgage loan, negotiates or 
offers to negotiate the terms or conditions of a new or existing mortgage loan on behalf of a 
borrower or lender, or negotiates or offers to negotiate the sale of an existing mortgage loan to a 
non-institutional investor for compensation or gain.   

The term includes an individual who is required to be licensed as a loan originator under the 
S.A.F.E. Mortgage Licensing Act of 2008. 

The term does not include an employee of a mortgage broker or mortgage lender whose duties 
are limited to physically handling a completed application form or transmitting a completed 
application form to a lender on behalf of a prospective borrower.  

SLIDE 23 

Mortgage Broker/Branches - Chapter 494, FL. Statutes: 

The license is required for an entity conducting loan originator activities through one or more 
licensed loan originators employed by the mortgage broker or as independent contractors to the 
mortgage broker.  

Mortgage Broker Branch: This license is required for mortgage broker licensees who conduct 
business at locations other than their principal place of business:  

• The address of which appears on branch business cards, advertising or stationary for 
the location.  

• Advertising materials suggest mortgage loans are originated, negotiated or funded at 
that location.  

• Where mortgage loans are originated or negotiated by a licensee.  

SLIDE 24 

Mortgage Lender - Chapter 494, FL. Statutes: 

This license is required for an entity making a mortgage loan for compensation or gain, directly 
or indirectly, or selling or offering to sell a mortgage loan to a non-institutional investor.  

"Making a mortgage loan" means closing a mortgage loan in a person's name, advancing funds, 
offering to advance funds, or making a commitment to advance funds to an applicant for a 
mortgage loan.  

SLIDE 25 

Mortgage Lender - Chapter 494, FL. Statutes: 

Mortgage Lender Servicer: The mortgage lender servicing license is required for any mortgage 
lender licensee who services a mortgage loan.  

"Servicing a mortgage loan" means to receive, cause to be received, or transferred for another, 
installment payments of principal, interest, or other payments pursuant to a mortgage loan.  

The servicing license authorizes a mortgage lender to service a loan for more than 4 months.  
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SLIDE 26 

Mortgage Lender Branch - Chapter 494, FL. Statutes: 

This license is required for mortgage lender licensees who conduct business at locations other 
than their principal place of business:  

• The address of which appears on branch business cards, advertising or stationary for 
the location.  

• Advertising materials suggest mortgage loans are originated, negotiated or funded at 
that location.  

• Where mortgage loans are originated or negotiated by a licensee.  

SLIDE 27 

Mortgage Lender Servicer Branch – Chapter 494, FL. Statutes: 

This license is required for mortgage lender servicer licensees who conduct business at 
locations other than their principal place of business:  

• The address of which appears on branch business cards, advertising or stationary for 
the location.  

• Advertising materials suggest mortgage loans are originated, negotiated or funded at 
that location.  

• Where mortgage loans are originated or negotiated by a licensee.  

SLIDE 28 - Real Estate Brokerage – Counseling 

Real estate counseling requires specific technical competency coupled with thoughtful analysis, 
and discriminating inquiry, with the end goal of achieving the best results for a client of the 
service.  

A Real Estate Counselor is the junction between defining and understanding the problem, and 
developing a solid solution with measurable economic value.  

SLIDE 29 

Being a real estate counselor demands extensive knowledge and expertise in many areas 
including:  

• Financing 

• Valuation and appraisal 

• Acquisitions and dispositions 

• Brokerage 

• Public/Private Partnerships 

• Eminent domain 

• Asset management 

• Tax consulting  

• Corporate real estate strategy 

• Joint ventures 

This is only a small sampling of the expertise required to be a real estate counselor.  If you are 
considering counseling as something to pursue as a career, go to The Counselors of Real Estate 
website:  http://www.cre.org/ 

 

 


