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1. If the amount in the Alabama Recovery Fund drops below
$500,000, can AREC impose a fee on an inactive licensee?
A. Yes, at any time
B. No, but fees can be imposed upon reactivation
C. Yes, for all licensees
D. No, fees are never allowed

2. What is the primary function of licensing laws in real
estate?
A. To regulate market competition
B. To ensure that consumers are protected
C. To increase government revenue
D. To limit the number of real estate agents

3. What type of consent is required for a broker to represent
both parties in a transaction?
A. Verbal consent
B. Written consent from both parties
C. Implicit consent by default
D. Consent from the state agency

4. What is the main consequence of violating the Alabama
Realtor Code of Ethics?
A. A written warning from management
B. Potential fines and legal action
C. Loss of personal reputation only
D. No consequence, it's voluntary

5. How does Alabama law handle earned commissions upon
license expiration?
A. Brokers may still collect earned commissions post-expiration
B. Commissions are forfeited upon expiration
C. Only the state can collect on expired commissions
D. Expired brokers cannot enter new contracts
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6. What should brokers do if discrepancies are found during
the reconciliation process?
A. Ignore them as they are minimal
B. Document and investigate the discrepancies
C. Immediately close the trust account
D. Notify all clients about the errors

7. What service can a real estate company provide for a
buyer-client?
A. Advertise the property for sale
B. Negotiate the most favorable terms on the buyer's behalf
C. Conduct open houses
D. Perform appraisals

8. What does a "listing agreement" pertain to?
A. A contract between a property owner and a broker to sell

property
B. An agreement between brokers to share commissions
C. A document detailing the specifications of a property
D. A permit required for showing a home

9. A person acting under a power of attorney to carry out a
specific real estate transaction without compensation is:
A. Required to hold a real estate license
B. Exempt from licensing requirements
C. Subject to licensing penalties
D. Restricted from real estate activities

10. Where are appeal notices typically filed in Alabama?
A. Circuit court of Birmingham
B. Circuit court of Montgomery County
C. Circuit court of Mobile County
D. State Supreme Court
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1. B
2. B
3. B
4. B
5. A
6. B
7. B
8. A
9. B
10. B
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Explanations

7Sample study guide. Visit https://alreciprocalbroker.examzify.com for the full version

SA
M

PLE



1. If the amount in the Alabama Recovery Fund drops below
$500,000, can AREC impose a fee on an inactive licensee?
A. Yes, at any time
B. No, but fees can be imposed upon reactivation
C. Yes, for all licensees
D. No, fees are never allowed

The Alabama Real Estate Commission (AREC) has specific regulations regarding the
Recovery Fund, which is designed to protect consumers and ensure the integrity of real
estate transactions. If the fund's balance falls below $500,000, AREC is permitted to
impose a fee specifically on inactive licensees for the purpose of replenishing the fund.
This fee structure allows the commission to maintain the fund's adequacy without
placing undue burden on active licensees who are currently engaged in real estate
activities.  When an inactive licensee eventually seeks to reactivate their license, they
may be subject to a fee directly linked to the Recovery Fund in order to help restore its
balance. This approach ensures that those licensees who are not actively contributing to
the market are still held accountable for supporting the fund that protects consumers in
the industry. Consequently, inactivity does not exempt licensees from their financial
responsibility to the Recovery Fund when the fund's balance is below the stipulated
threshold.

2. What is the primary function of licensing laws in real
estate?
A. To regulate market competition
B. To ensure that consumers are protected
C. To increase government revenue
D. To limit the number of real estate agents

Licensing laws in real estate are primarily designed to ensure that consumers are
protected in their transactions. These laws establish standards for the education, ethical
behavior, and competency of real estate professionals. By requiring individuals to meet
specific qualifications and adhere to professional guidelines, licensing laws help
safeguard consumers from fraud, misrepresentation, and unprofessional conduct. This
framework not only instills confidence in the real estate market but also contributes to
the overall integrity of the industry.  While regulating market competition, increasing
government revenue, and limiting the number of real estate agents are important
considerations, they are not the primary purpose of licensing laws. The emphasis is
fundamentally on consumer protection to maintain a fair and equitable market
environment.
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3. What type of consent is required for a broker to represent
both parties in a transaction?
A. Verbal consent
B. Written consent from both parties
C. Implicit consent by default
D. Consent from the state agency

For a broker to represent both parties in a transaction, it is essential to obtain written
consent from both parties involved. This requirement is crucial as it ensures
transparency and protection for all parties. Written consent helps to clarify the broker's
role in the transaction, particularly in dual agency situations where there may be a
potential conflict of interest.   By having written documentation, the broker can clearly
outline the scope of their representation and the expectations of both parties. This not
only complies with legal obligations but also fosters trust and accountability. In many
states, including Alabama, dual agency laws mandate that brokers inform all parties of
their intention to represent both sides and obtain explicit permission, typically in writing,
to proceed.   Thus, written consent serves as a safeguard ensuring that each party
understands and agrees to the arrangement, thereby reducing the risk of
misunderstandings or disputes later in the transaction.

4. What is the main consequence of violating the Alabama
Realtor Code of Ethics?
A. A written warning from management
B. Potential fines and legal action
C. Loss of personal reputation only
D. No consequence, it's voluntary

Violating the Alabama Realtor Code of Ethics can lead to potential fines and legal action
as the main consequence. This code is designed to uphold the standards of practice
within the real estate industry, ensuring that agents act professionally and ethically in
their dealings. When members of the real estate community breach these established
ethical guidelines, they can be subject to disciplinary measures from regulatory bodies,
which may include fines as well as other legal consequences.  The importance of
maintaining ethical standards cannot be overstated, as they are crucial for protecting
consumers and maintaining trust in the real estate profession. In instances of violations,
it’s not merely a matter of personal conduct; it can also implicate the agency and
reputation of the broader real estate community. Undertaking legal action can serve as a
deterrent for unscrupulous behavior, reinforcing the importance of ethical compliance
within the industry.   The consequences of ethical violations extend beyond just personal
reputation, as they can also affect one's ability to practice as a real estate professional.
Additionally, the notion that adherence to the Code of Ethics is voluntary is a
misconception; it is a binding framework for all members of the real estate profession,
making compliance mandatory.
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5. How does Alabama law handle earned commissions upon
license expiration?
A. Brokers may still collect earned commissions post-expiration
B. Commissions are forfeited upon expiration
C. Only the state can collect on expired commissions
D. Expired brokers cannot enter new contracts

In Alabama, the law stipulates that brokers may still collect earned commissions even
after their licenses have expired. This means that if a broker completed work that
resulted in earned commissions prior to the expiration of their license, they retain the
legal right to collect those commissions. The rationale behind this regulation is that
commissions are typically tied to services rendered, and it would be unjust for a broker to
forfeit income from work that has already been completed.  This provision acknowledges
the effort and services provided by the broker before the license expiration, ensuring that
they are compensated for their prior work. It is important, however, for brokers to be
mindful of other legal obligations regarding their license status and to take appropriate
action to renew their license in a timely manner to continue engaging in brokerage
activities.   The other answer choices do not align with the enacted regulations regarding
earned commissions in Alabama, emphasizing the importance of understanding the
specifics of commission rights related to licensing status.

6. What should brokers do if discrepancies are found during
the reconciliation process?
A. Ignore them as they are minimal
B. Document and investigate the discrepancies
C. Immediately close the trust account
D. Notify all clients about the errors

Brokers must document and investigate discrepancies found during the reconciliation
process to ensure accuracy and integrity in managing client funds. This practice is
crucial because discrepancies could indicate potential issues such as accounting errors,
fraud, or mismanagement of trust funds, all of which could have significant legal and
financial implications for the brokerage.  Proper documentation allows brokers to
maintain a clear record of the issues encountered and the steps taken to resolve them.
Investigating the discrepancies ensures that any underlying problems are identified and
addressed, preventing future occurrences. This methodical approach is consistent with
best practices in the real estate industry and aligns with regulatory expectations to
safeguard client assets effectively.  Addressing discrepancies thoroughly fosters trust
with clients and helps maintain compliance with legal obligations that govern the
management of trust accounts. Neglecting discrepancies or taking hasty actions like
closing the trust account or notifying all clients without proper investigation could lead
to further complications or misunderstandings.
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7. What service can a real estate company provide for a
buyer-client?
A. Advertise the property for sale
B. Negotiate the most favorable terms on the buyer's behalf
C. Conduct open houses
D. Perform appraisals

A real estate company can provide various services to a buyer-client, and one of the
primary roles is to negotiate the most favorable terms on the buyer’s behalf. This
involves leveraging their expertise and knowledge of the local market, understanding the
buyer's needs and preferences, and using negotiation strategies to secure a deal that
aligns with the buyer’s best interests. This could include negotiating the price, closing
costs, contingencies, and other terms that are crucial to the buyer.  In contrast, while
advertising the property for sale, conducting open houses, and performing appraisals are
important services in the real estate industry, they are not specifically tailored to assist
buyer-clients in the same direct manner. Advertising and open houses are generally more
focused on sellers, helping them to market their properties effectively. Appraisals are
typically carried out by licensed appraisers and not provided directly by real estate
companies as a primary service for buyer-clients. Therefore, the distinctive role of a real
estate company in negotiating on behalf of a buyer-client underscores the importance of
having a dedicated agent who can advocate for the buyer’s needs in a transaction.

8. What does a "listing agreement" pertain to?
A. A contract between a property owner and a broker to sell

property
B. An agreement between brokers to share commissions
C. A document detailing the specifications of a property
D. A permit required for showing a home

A listing agreement is fundamentally a contract that outlines the relationship between a
property owner and a broker regarding the sale of real estate. This document specifies
the terms under which the broker will market and sell the property, including the
duration of the agreement, the commission rate the broker will earn upon a successful
sale, and any specific instructions or conditions set by the property owner.   The core
purpose of a listing agreement is to give the broker the authority to represent the seller
in the transaction, allowing them to promote the property, negotiate on behalf of the
seller, and handle related activities necessary for facilitating the sale, all while
establishing legal obligations for both parties involved.   Other options refer to different
types of agreements or documents that could be part of the real estate process but do not
specifically define the nature of a listing agreement. For instance, agreements between
brokers to share commissions or permits for showing homes serve different functions
within real estate transactions and do not encapsulate the essential purpose and
characteristics of a listing agreement.
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9. A person acting under a power of attorney to carry out a
specific real estate transaction without compensation is:
A. Required to hold a real estate license
B. Exempt from licensing requirements
C. Subject to licensing penalties
D. Restricted from real estate activities

When a person is acting under a power of attorney to perform specific duties in a real
estate transaction, particularly without receiving any compensation, they are considered
to be exempt from real estate licensing requirements. This is because the role they are
performing does not constitute engaging in a real estate business for profit.   The law
recognizes that individuals acting under a power of attorney are acting in a fiduciary
capacity for the principal and not as independent agents seeking to profit from the
transaction. This means they are not subject to the same licensing requirements that
would apply if they were conducting transactions on their own behalf or for
compensation. Therefore, in such cases, this specific exemption is in place to facilitate
individuals handling their own affairs or those of others without the need for a license,
provided that they are not engaging in broader real estate activities that would warrant
licensing.   In contrast, individuals who engage in real estate transactions with the
intention of making a profit or who represent others in a broader spectrum of services
typically must hold a valid real estate license.

10. Where are appeal notices typically filed in Alabama?
A. Circuit court of Birmingham
B. Circuit court of Montgomery County
C. Circuit court of Mobile County
D. State Supreme Court

In Alabama, appeal notices are generally filed with the circuit court for the county where
the original judgment or order was rendered, which in many cases will be Montgomery
County, as it is the state capital and central to various governmental functions, including
the judicial process.   Filing an appeal at the appropriate circuit court is essential
because that court has jurisdiction over the appeals from municipal and district courts in
Alabama. Montgomery County serves as a significant judicial hub, providing a centralized
location for many of these legal processes. Properly submitting an appeal to this court
ensures that the case is reviewed appropriately and is processed according to Alabama
law.  Other regions, such as Birmingham or Mobile County, may have their respective
circuit courts, but they would handle appeals arising from their local jurisdictions rather
than statewide matters typically directed to Montgomery County's circuit court. The
State Supreme Court plays a role in reviewing appeals but does not handle initial filings;
it tends to be the final appellate court for cases appealed from lower courts. Therefore,
the correct location for filing appeal notices is indeed the circuit court of Montgomery
County.
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