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EXHIBIT 5–25 Creating the Estate

Property is generally classified as being either real or personal. Real property is
land and those things that are permanently affixed to land. Personal property is all
property not classified as real property and may be tangible or intangible.

EXAMPLE
Jane wrote a song and went through the copyright process. Jane owns both the physical paper on
which the song is written and the copyright. The paper on which the song is written is tangible prop-
erty. The copyright is intangible property.

PROBLEM 5.20 Craig, a building contractor, remodeled Matthew’s house. On
completion of the work, Craig presented Matthew with a bill for $2,500. Is this
account receivable tangible or intangible property?

An interest in property may be a present or a future interest. A present interest
entitles the owner to an immediate right to possess the property. A future interest en-
titles the owner to a right to possess the property at some future time.

EXAMPLE
William promised his sister Alice that if she would promise to live in his house and care for him for
the remainder of his life, he would give her the house in fee simple. If Alice promises William, a con-
tract is formed. Alice has a future interest in William’s house. Alice may not claim William’s house un-
til William dies.

PROBLEM 5.21 Martha has three daughters named Amanda, Beth, and Carrie.
Each would like to use Martha’s beach house in Hawaii. Each daughter has a
large family and does not want to share the beach house with her sisters. Martha
decided that she would allow each daughter to use the beach house for four
months during the year. The dates were allocated by lot. Amanda drew January
through April. Beth drew May through August. Carrie drew September through
December.

The date is today’s date. Who has a present interest and who has a future
interest? Assume that this arrangement is to continue for five years.

EXAMPLE
Catherine owns Greenacre which she has leased to Donald for 10 years. Both Catherine and Donald
have an interest in Greenacre. Catherine has a fee simple interest subject to Donald’s 10-year lease.
Donald’s 10-year lease interest is a present possessory interest. Catherine has a present ownership in-
terest. Catherine’s right to possession is a future interest.
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