


Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.

Sample study guide, visit https://txcontractlaw.examzify.com
for the full version with hundreds of practice questions 1

SAMPLE



Table of Contents
Copyright 1.................................................................................................................

Table of Contents 2....................................................................................................

Introduction 3.............................................................................................................

How to Use This Guide 4............................................................................................

Questions 5................................................................................................................

Answers 8...................................................................................................................

Explanations 10..........................................................................................................

Next Steps 16.............................................................................................................

Sample study guide, visit https://txcontractlaw.examzify.com
for the full version with hundreds of practice questions 2

SAMPLE



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. Who is required to provide a seller's disclosure notice when a property
transfers through probate?
A. The decedent's heirs
B. The appointed administrator
C. There is no requirement for anyone
D. The property owner before death

2. What does it mean to have capacity to contract in Texas?
A. It means a party can withdraw from a contract at any time.
B. It refers to the signing of the contract in the presence of a notary.
C. It means that a party has the legal ability to enter into a binding agreement.
D. It requires that both parties have a mutual understanding of the contract.

3. Which type of damages is awarded strictly as a punitive measure?
A. Compensatory damages
B. Nominal damages
C. Punitive damages
D. Actual damages

4. What is the exemption for a real estate broker acting only as a principal in a
transaction?
A. Mandatory use of a TREC-promulgated form
B. Exemption from disclosing property issues
C. Exemption from mandatory use of a TREC-promulgated form
D. Mandatory involvement of a legal advisor

5. What is a "best efforts" clause in a contract?
A. A clause that allows for complete flexibility
B. A requirement to act diligently in fulfilling obligations
C. A mandate for performance regardless of circumstances
D. A guideline for negotiating rights
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6. What is the purpose of "equitable estoppel" in contract disputes?
A. To ensure that agreements are documented in writing
B. To prevent a party from changing their legal position after another party has

relied on their conduct
C. To enforce oral contracts against parties
D. To establish damages in a breach of contract case

7. Who is a "third-party beneficiary" in contract law?
A. A party involved in the negotiation of a contract
B. A person or entity that benefits from a contract made between two others
C. A party that provides legal advice during contract formation
D. A government agency regulating contracts

8. In Texas, which statement is true regarding contracts for the sale of real
estate?
A. They can be oral but must be documented later.
B. They must be written to be enforceable under the Statute of Frauds.
C. They require both parties to have legal representation.
D. They can be formed through implied actions alone.

9. What is a potential outcome when there is a unilateral mistake?
A. The contract is automatically enforced
B. The mistaken party may not void the contract
C. Both parties must renegotiate
D. The contract can be enforced with adjustments

10. Under what condition must a seller provide property disclosures?
A. For any sale above $100,000
B. Only if the buyer requests it
C. When the sale occurs in the open market
D. When the seller has known issues with the property
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Answers
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1. C
2. C
3. C
4. C
5. B
6. B
7. B
8. B
9. B
10. D
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Explanations
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1. Who is required to provide a seller's disclosure notice when a property
transfers through probate?
A. The decedent's heirs
B. The appointed administrator
C. There is no requirement for anyone
D. The property owner before death

In Texas, when property transfers through probate, there is no legal requirement for anyone to provide a seller's
disclosure notice. This situation arises because, during the probate process, the property is typically being
transferred from the deceased individual to their heirs without a typical sales transaction. The nature of the
transfer does not involve a traditional sale where a seller would disclose property conditions and issues to a
buyer, as the heirs or the estate may not have first-hand knowledge of the property.   Options suggesting that
heirs, an appointed administrator, or the deceased property owner are required to provide a seller's disclosure
imply a misunderstanding of how disclosures relate to the probate process. In a sale, the seller is responsible for
disclosing any known issues and the current condition of the property to potential buyers, but in a probate
situation, the property is not being sold in the conventional sense and thus there is no disclosure obligation.

2. What does it mean to have capacity to contract in Texas?
A. It means a party can withdraw from a contract at any time.
B. It refers to the signing of the contract in the presence of a notary.
C. It means that a party has the legal ability to enter into a binding agreement.
D. It requires that both parties have a mutual understanding of the contract.

Having the capacity to contract in Texas signifies that a party possesses the legal ability to enter into a binding
agreement. This involves being of sound mind, of legal age (typically 18 years or older), and not being under the
influence of substances that impair judgment. Contractual capacity ensures that individuals entering into
agreements understand the nature and consequences of their actions, thus protecting the integrity of the
contract and the parties involved.  In Texas law, if a party lacks capacity — such as a minor or a mentally
incapacitated individual — they may not be held to the terms of the contract, or they may have the right to
disaffirm the contract. This concept serves as a fundamental aspect of contract law, ensuring that all parties are
competent to give informed consent.  While mutual understanding of the contract is important, it does not
specifically relate to the legal capacity to contract. Similarly, withdrawal from a contract at any time is not a
consequence of capacity but instead relates to contract terms and conditions. Lastly, notarization is not a
requirement for capacity but rather a method of authentication that may lend further credibility to the contract.
Thus, recognizing the correct interpretation of capacity ensures clarity in understanding who can legally enter
binding contracts in Texas.
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3. Which type of damages is awarded strictly as a punitive measure?
A. Compensatory damages
B. Nominal damages
C. Punitive damages
D. Actual damages

The correct answer is punitive damages, which are specifically intended to punish a wrongdoer and deter similar
conduct in the future. Unlike compensatory damages, which aim to compensate the injured party for actual
losses suffered, punitive damages go beyond mere compensation. They are awarded in cases where the
defendant's behavior is found to be particularly egregious, willful, or reckless, essentially highlighting the
wrongdoing's severity and society's condemnation of such behavior.  Compensatory, nominal, and actual
damages serve to address the financial and material losses sustained by a plaintiff rather than to impose
penalties on the defendant. Compensatory damages are meant to cover actual losses and restore the victim's
situation to what it was before the harm. Nominal damages are small amounts awarded when a legal wrong has
occurred, but no actual damage was proven. Actual damages typically refer to the real losses incurred.
Therefore, punitive damages are uniquely characterized by their role in punishment and deterrence,
distinguishing them from other types of damages awarded in contract law.

4. What is the exemption for a real estate broker acting only as a principal in a
transaction?
A. Mandatory use of a TREC-promulgated form
B. Exemption from disclosing property issues
C. Exemption from mandatory use of a TREC-promulgated form
D. Mandatory involvement of a legal advisor

In Texas, a real estate broker acting solely as a principal in a transaction has specific exemptions under the law.
When a broker is acting as a principal, meaning they are engaging in a transaction for themselves rather than on
behalf of a client, they are not required to use TREC-promulgated forms. This exemption is important because it
allows principals the flexibility to create and negotiate terms without the constraints of using standard forms
that are typically required when representing others.  By not being bound to use these standard forms, the broker
acting as a principal can tailor agreements to better suit their specific needs or preferences in the transaction.
This can be advantageous since it allows for a more personalized approach, potentially leading to more
favorable deal terms.  The other options speak to requirements or unrelated exemptions that do not apply when
a broker is acting in the capacity of a principal. For instance, brokers still have liability regarding property
disclosures, and the involvement of a legal advisor while often prudent, is not mandated under this exemption.

Sample study guide, visit https://txcontractlaw.examzify.com
for the full version with hundreds of practice questions 12

SAMPLE



5. What is a "best efforts" clause in a contract?
A. A clause that allows for complete flexibility
B. A requirement to act diligently in fulfilling obligations
C. A mandate for performance regardless of circumstances
D. A guideline for negotiating rights

A "best efforts" clause in a contract signifies a requirement for a party to act diligently and use their utmost
ability to fulfill their obligations under the agreement. This type of clause does not demand a specific outcome
but rather emphasizes the commitment to exert all reasonable efforts to achieve the objectives outlined in the
contract.   For instance, if a party is obligated to complete a project or deliver goods, a best efforts clause would
mean that the party must make all reasonable attempts to meet the deadline or quality standards set forth,
although it does not bind them to achieve absolute success. This type of clause is particularly useful in
situations where the outcome may be contingent upon various factors which are beyond the control of the party,
thus protecting both parties by recognizing that they must engage proactively rather than simply go through the
motions.   In contrast, complete flexibility, a mandate for performance regardless of circumstances, or guidelines
for negotiating rights would not accurately represent the intent and function of a best efforts clause, which is
focused on the active engagement and due diligence of the party involved.

6. What is the purpose of "equitable estoppel" in contract disputes?
A. To ensure that agreements are documented in writing
B. To prevent a party from changing their legal position after another party has

relied on their conduct
C. To enforce oral contracts against parties
D. To establish damages in a breach of contract case

The purpose of equitable estoppel in contract disputes is to prevent a party from changing their legal position
after another party has reasonably relied on their conduct or representations. This legal principle aims to
promote fairness and justice by holding a party to their implied promises or representations when the other party
has acted in reliance on those statements, thereby creating a situation where it would be unjust to allow the first
party to claim otherwise.  Equitable estoppel is particularly important in scenarios where formal agreements may
not exist, but the actions or statements of one party lead another to believe in a particular set of facts or future
conduct. For instance, if one party leads another to believe that a contract will not be enforced against them, and
the second party acts on that belief—perhaps by investing time or resources—it would be inequitable for the first
party to later assert a different position.  Other options do not address the role of equitable estoppel effectively.
While ensuring that agreements are documented in writing is a critical aspect of contract law, it falls outside the
scope of equitable estoppel. Similarly, enforcing oral contracts relates to the enforceability of agreements rather
than stopping a party from changing their position based on reliance. Establishing damages in a breach of
contract case pertains to the compensation aspect of contract law
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7. Who is a "third-party beneficiary" in contract law?
A. A party involved in the negotiation of a contract
B. A person or entity that benefits from a contract made between two others
C. A party that provides legal advice during contract formation
D. A government agency regulating contracts

A third-party beneficiary in contract law is defined as a person or entity that stands to benefit from a contract
made between two other parties. This concept is significant because it establishes that not all parties involved in
a contract need to directly participate in or negotiate the terms to have rights under that contract. In effect, a
third-party beneficiary can enforce the contract if it was intended to confer a benefit upon them.  In cases
involving third-party beneficiaries, courts often look to the intent of the original contracting parties to determine
whether the beneficiary has rights to enforce the agreement. This situation can arise in various contexts, such as
insurance contracts, where the insured party benefits the designated beneficiary.  The other options describe
roles that do not align with the definition of a third-party beneficiary. The first choice refers to a party actively
involved in the negotiation, which does not capture the essence of someone receiving benefit from a contract to
which they are not a direct party. Providing legal advice during contract formation is a supportive role and does
not indicate that the advisor is a beneficiary of the contract itself. Lastly, a government agency regulating
contracts pertains more to oversight and enforcement rather than benefiting from a contractual agreement.

8. In Texas, which statement is true regarding contracts for the sale of real
estate?
A. They can be oral but must be documented later.
B. They must be written to be enforceable under the Statute of Frauds.
C. They require both parties to have legal representation.
D. They can be formed through implied actions alone.

In Texas, contracts for the sale of real estate must be in writing to be enforceable under the Statute of Frauds.
This legal requirement exists to prevent potential disputes and misunderstandings about the terms of an
agreement involving such significant and complex transactions. The Statute of Frauds specifically dictates that
certain types of contracts, including those for the sale of land or real estate interests, must be written and signed
by the party to be charged or their authorized agent. This requirement serves to provide clear evidence of the
agreement and its terms, ensuring that parties are held to their commitments.  In contrast, the other statements
do not accurately reflect the law surrounding real estate contracts in Texas. While it might be suggested that oral
agreements could suffice in some contexts, they are generally unenforceable in the specific case of real property
without a written document. Legal representation is advisable in real estate transactions but not a legal
requirement for the validity of the contract itself. Also, contracts cannot be solely based on implied actions since
clear terms and conditions must be explicitly stated in writing.
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9. What is a potential outcome when there is a unilateral mistake?
A. The contract is automatically enforced
B. The mistaken party may not void the contract
C. Both parties must renegotiate
D. The contract can be enforced with adjustments

When there is a unilateral mistake, the mistaken party may not void the contract if the mistake is one of fact and
the other party is not aware of that mistake and did not contribute to it. In Texas contract law, a unilateral
mistake does not provide a sufficient basis to rescind or void a contract simply because one party made an error
regarding a material fact, unless the non-mistaken party knew or should have known about the mistake. This
principle reinforces the importance of diligence in understanding contract terms, ensuring that parties take
necessary precautions to avoid misunderstandings.  In contrast, automatically enforcing the contract disregards
the nuances of circumstances surrounding a mistake. If both parties must renegotiate, that would imply mutual
agreement and a significant change in contract terms, which is not a requisite under unilateral mistakes. Lastly,
while contract adjustments can sometimes occur in response to mutual mistakes, unilateral mistakes do not
typically warrant adjustments since only one party is aware of the error. Therefore, the circumstances
surrounding unilateral mistakes stand out in guiding the enforceability of contracts.

10. Under what condition must a seller provide property disclosures?
A. For any sale above $100,000
B. Only if the buyer requests it
C. When the sale occurs in the open market
D. When the seller has known issues with the property

A seller is generally required to provide property disclosures when they have known issues with the property.
This obligation is rooted in the principle of full disclosure within real estate transactions, which serves to protect
buyers from unexpected defects or problems they may encounter after purchase. Texas law specifically requires
sellers to disclose any material defects in the property's condition, known as "material defects," which include
significant issues like structural damage, plumbing problems, or any conditions that may affect the habitability
or value of the property.  This requirement is meant to foster transparency and build trust between the seller and
the buyer, allowing prospective buyers to make informed decisions regarding their purchase. If a seller is aware
of such issues but fails to disclose them, they may be held liable for misrepresentation or fraud in the event of a
dispute after the sale.  In contrast, the other options do not accurately capture the conditions under which
property disclosures are mandated. For instance, the price of the property or whether a buyer requests
disclosures does not exempt sellers from their duty to disclose known defects. Similarly, just because a sale
takes place in the open market does not inherently trigger disclosure obligations without the context of known
issues.
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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://txcontractlaw.examzify.com

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