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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. If a seller agrees to pay a portion of the buyer's closing costs, how is it
recorded on the settlement sheet?
A. Debit Buyer/Credit Seller
B. Debit Seller/Credit Buyer
C. Debit Broker/Credit Buyer
D. Debit Buyer/Credit Broker

2. Which document provides security for the benefits of title insurance?
A. A Torrens title certificate
B. A general warranty deed
C. A title insurance commitment
D. A deed of trust

3. What is required from the broker in all advertising for real estate?
A. Only the property address
B. The agent's contact number
C. The employing broker's name
D. Advertising license number

4. For an offer to be valid and binding, what condition must be met?
A. It must be accepted with conditions
B. It must be unconditionally accepted and communicated
C. It must be signed by all parties
D. It must be witnessed by a notary public

5. What may occur if a real estate licensee receives a serious complaint?
A. A monetary fine is automatically issued
B. An administrative law judge will hold a hearing
C. The license is revoked immediately
D. The complaint will be ignored
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6. What responsibility does a tenant have when making modifications for their
disability?
A. Complete the modifications at the landlord’s cost
B. Return the property to its original condition
C. Notify the landlord of changes in advance
D. Cover the cost of landscaping improvements

7. What is the primary purpose of Form 1099-S?
A. To report rental income to the federal government
B. To report capital gains income to the federal government
C. To provide a statement of closing costs
D. To document property tax information

8. What happens to mineral rights not specifically mentioned in a Deed or the
Contract to Buy and Sell?
A. They are retained by the seller
B. They do not exist
C. They are transferred to the buyer
D. They must be sold separately

9. If Richard and Jan Minard are in default on their installment land contract,
which of the following is NOT true?
A. They may have to forfeit all payments made.
B. The seller can sue for payment multiple times.
C. The buyers have the opportunity to redeem their equity.
D. The loan can be treated as a mortgage for foreclosure purposes.

10. After closing on a property, what responsibilities might the buyer have
according to the Licensee Buyout Addendum?
A. Transfer utilities to their name
B. Absorb any financial loss or profit
C. Pay taxes on the property
D. Complete home inspections
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Answers
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1. B
2. C
3. C
4. B
5. B
6. B
7. B
8. C
9. C
10. B
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Explanations
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1. If a seller agrees to pay a portion of the buyer's closing costs, how is it
recorded on the settlement sheet?
A. Debit Buyer/Credit Seller
B. Debit Seller/Credit Buyer
C. Debit Broker/Credit Buyer
D. Debit Buyer/Credit Broker

When a seller agrees to pay a portion of the buyer's closing costs, this transaction is reflected on the settlement
sheet through a debit and credit system. In this context, the seller's contribution to the closing costs is
considered a cost that reduces the overall amount the seller receives from the sale. As a result, the seller is
debited for the amount they are paying towards the closing costs.  Conversely, since the buyer benefits from this
contribution (the buyer effectively pays less out-of-pocket at closing), the buyer is credited by the same amount.
This creates a balance where the seller's closing proceeds decrease by the amount they are contributing, while
the buyer's costs decrease correspondingly.  Thus, the correct recording to reflect this transaction on the
settlement sheet is a debit to the seller and a credit to the buyer. This method ensures clarity in the financial
accounting of the transaction, accurately representing the financial responsibilities of both parties.

2. Which document provides security for the benefits of title insurance?
A. A Torrens title certificate
B. A general warranty deed
C. A title insurance commitment
D. A deed of trust

The title insurance commitment is the correct document that provides security for the benefits of title insurance.
This commitment is essentially a promise from the title insurance company stating that it will issue a title
insurance policy to a buyer or lender once the transaction closes, provided that certain conditions are met. It
outlines the terms, exceptions, and any issues that may affect the title.  The title insurance commitment serves
as a safeguard for property interests, ensuring that any potential legal claims against the title are addressed
before the property transaction is finalized. This document reassures all parties involved that they will be
covered under the insurance policy for any defects or issues that may arise, protecting them against financial
loss due to title defects.   Other choices, such as a Torrens title certificate, general warranty deed, and deed of
trust, do not offer the same type of financial protection pertaining to title defects. Instead, they serve different
purposes in the realm of property ownership and financing. For instance, a Torrens title certificate is part of a
registration system meant to simplify the assurance of title ownership. A general warranty deed provides the
broadest form of guarantees from the seller to the buyer regarding the title but does not provide insurance. A
deed of trust is used primarily in financing, where the property acts as

Sample study guide, visit https://costaterealestate.examzify.com
for the full version with hundreds of practice questions 11

SAMPLE



3. What is required from the broker in all advertising for real estate?
A. Only the property address
B. The agent's contact number
C. The employing broker's name
D. Advertising license number

In all advertising for real estate, it is required that the employing broker's name is included. This requirement
ensures that consumers are aware of the broker who is overseeing the transaction and has legal responsibility
for the advertisement. Including the employing broker's name adds a level of professionalism and accountability
to the advertisement, providing clarity to potential clients about who they are dealing with. This regulation is
designed to protect consumers by promoting transparency within the real estate industry.  While an agent’s
contact number, the property address, and advertising license numbers are important elements in real estate
advertising, they do not fulfill the specific legal requirement that mandates the inclusion of the employing
broker's name. Thus, referencing the broker facilitates better communication and trust between consumers and
real estate professionals.

4. For an offer to be valid and binding, what condition must be met?
A. It must be accepted with conditions
B. It must be unconditionally accepted and communicated
C. It must be signed by all parties
D. It must be witnessed by a notary public

For an offer to be valid and binding in real estate transactions, it must be unconditionally accepted and
communicated. This means that the party receiving the offer must accept the terms exactly as they are
presented, without any modifications or contingencies. Acceptance must also be clearly communicated back to
the offeror to ensure that both parties are in agreement about the terms of the contract.  When an offer is
accepted with conditions, such as requesting changes to the terms, it is actually a counteroffer rather than an
acceptance. This changes the dynamics of the agreement and requires further negotiation.   While signatures by
all parties and the presence of a notary public may be necessary for executing certain documents, they do not
directly pertain to the validity of the initial offer and acceptance stage. A signed document might not represent a
valid agreement if the acceptance wasn’t unequivocal.   Thus, for a legally binding agreement, clarity in
acceptance without modifications is the cornerstone of forming a contract.

5. What may occur if a real estate licensee receives a serious complaint?
A. A monetary fine is automatically issued
B. An administrative law judge will hold a hearing
C. The license is revoked immediately
D. The complaint will be ignored

When a serious complaint is filed against a real estate licensee, it may lead to a formal hearing conducted by an
administrative law judge. This process is a critical part of the regulatory framework governing real estate
practices. The purpose of the hearing is to provide a structured environment where evidence can be presented,
and both the complainant and the licensee have the opportunity to state their case. This ensures that the
complaint is taken seriously and handled in accordance with legal protocols.  It's important to note that
immediate revocation of a license or automatic fines do not typically occur without due process. A hearing
allows for an appropriate assessment of the situation based on facts and circumstances surrounding the
complaint. Ignoring such complaints would undermine the professionalism and accountability expected from
real estate professionals. Thus, the option of holding a hearing is essential for ensuring fairness and the
protection of public interest in real estate transactions.
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6. What responsibility does a tenant have when making modifications for their
disability?
A. Complete the modifications at the landlord’s cost
B. Return the property to its original condition
C. Notify the landlord of changes in advance
D. Cover the cost of landscaping improvements

The responsibility to return the property to its original condition is based on the tenant's obligation to ensure
that modifications made to accommodate their disability do not permanently alter the rental unit. This concept is
rooted in the understanding that while tenants have the right to make reasonable modifications to their living
space under fair housing laws, they also have a duty to ensure that the property can be restored to its original
condition at the end of their tenancy.   This means that, should the tenant alter any part of the property—such as
installing grab bars or widening doorways—they must either remove these additions upon leaving or restore the
affected areas to their prior state, especially if the modifications could be considered invasive or permanent.  
Regarding the other options, the expectation that modifications are completed at the landlord’s cost is incorrect
because tenants are typically responsible for the expenses associated with modifications for their own
convenience and needs. Notifying the landlord of changes in advance is a good practice, but it is often not a
legal requirement, and similarly, covering the cost of landscaping improvements isn't generally applicable unless
specifically agreed upon in the lease. Overall, the emphasis on returning the property to its original condition
aligns with the principles of both tenant responsibility and property management in rental agreements.

7. What is the primary purpose of Form 1099-S?
A. To report rental income to the federal government
B. To report capital gains income to the federal government
C. To provide a statement of closing costs
D. To document property tax information

Form 1099-S is utilized to report the sale or exchange of real estate, specifically to inform the federal
government about the proceeds from the transaction. The primary purpose of this form is to ensure that sellers
properly report any capital gains realized from the sale of their property. When a property is sold, the IRS requires
reporting of the gross proceeds to monitor tax compliance, particularly as this can affect the seller's tax
liabilities based on capital gains. The requirement for sellers to report this income through Form 1099-S helps
maintain transparency and accountability in real estate transactions, particularly regarding taxation.   Each of
the incorrect options does not align with the primary purpose of Form 1099-S. While reporting rental income,
providing statements for closing costs, and documenting property tax information are important aspects of real
estate and taxation, they do not pertain to the specific function of Form 1099-S, which focuses solely on the
reporting of proceeds from real estate sales.
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8. What happens to mineral rights not specifically mentioned in a Deed or the
Contract to Buy and Sell?
A. They are retained by the seller
B. They do not exist
C. They are transferred to the buyer
D. They must be sold separately

The correct answer highlights that any mineral rights not specifically mentioned in a deed or the contract to buy
and sell are typically considered to be transferred to the buyer. In Colorado, unless stated otherwise, it is
assumed that the seller conveys all rights associated with the property, which includes mineral rights. This
principle is rooted in the concept of the bundle of rights, where the ownership of property encompasses various
rights, including those related to subsurface minerals.  When mineral rights are not explicitly excluded or
specified in the contractual documents, they are generally included in the sale. This means that the buyer is
entitled to any mineral rights associated with the property, which can be an important factor in real estate
transactions, especially in areas where minerals, oil, or gas may be present.  Other options, like retaining rights
by the seller or stating that they do not exist, misrepresent the default assumption in Colorado real estate law
regarding unconveyed rights. Moreover, the idea that mineral rights must be sold separately contradicts how
property rights are commonly handled in a transaction unless explicitly stated otherwise in the agreement.
Understanding how these rights function in transactions is crucial for both buyers and sellers in real estate
dealings.

9. If Richard and Jan Minard are in default on their installment land contract,
which of the following is NOT true?
A. They may have to forfeit all payments made.
B. The seller can sue for payment multiple times.
C. The buyers have the opportunity to redeem their equity.
D. The loan can be treated as a mortgage for foreclosure purposes.

The statement that Richard and Jan Minard have the opportunity to redeem their equity is not true in the context
of an installment land contract when they are in default. An installment land contract typically does not provide
the same rights as a traditional mortgage, particularly regarding redemption rights.  In a traditional mortgage
scenario, if the borrower defaults, they usually have a specified period during which they can redeem their
property by paying off the owed amount. However, in an installment land contract, if the buyers are in default, the
seller has the right to retain the property and may not be required to provide an opportunity for the buyers to
redeem their equity. Instead, the sellers may be entitled to keep all payments made by the buyers as
compensation for the default, often leading to total forfeiture of the payments made.  Regarding the other
statements, they correctly reflect the nature of installment land contracts. Forfeiture of all payments made is a
common consequence of default, and the seller's ability to sue for payments multiple times reflects their
ongoing right to seek enforcement of the contract terms. While treating the loan as a mortgage for foreclosure
purposes may sometimes apply legally, it does not negate the basic nature of the installment land contract,
further highlighting the limited protections for buyers once default occurs.
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10. After closing on a property, what responsibilities might the buyer have
according to the Licensee Buyout Addendum?
A. Transfer utilities to their name
B. Absorb any financial loss or profit
C. Pay taxes on the property
D. Complete home inspections

The correct answer addresses the buyer's potential financial responsibilities as outlined in the Licensee Buyout
Addendum. After closing on a property, if the buyer chooses to go forward with the transaction, they assume
ownership and any associated financial implications. This includes absorbing any losses or profits linked to the
value of the property, particularly if they decide to sell or take any further financial actions related to it.  While
options like transferring utilities, paying taxes, and completing home inspections are common responsibilities
that buyers generally have when purchasing property, they are not specifically tied to the unique context of the
Licensee Buyout Addendum. This addendum primarily focuses on the financial aspects of ownership and the
buyer's obligations regarding potential profits or losses after they have closed the deal.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://costaterealestate.examzify.com

We wish you the very best on your exam journey. You've got this!
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