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1. Federal law requires sellers of homes built before 1978 to
provide the lead-based paint disclosure. When must it be
provided?
A. Before closing
B. When the contract is signed
C. Within 10 days after the contract is signed
D. Within three calendar days after the contract is signed

2. In real estate transactions, what role does earnest money
typically play?
A. Acts as a deposit for repairs
B. Confirms the buyer's intent to purchase
C. Serves as a commission payment
D. Ensures the seller's disclosure

3. When dealing with an escrow company, who generally
ensures that all financial obligations are met before property
transfer?
A. The seller's attorney
B. The buyer's attorney
C. The escrow officer
D. The real estate agent

4. Which party's agreement is critical for a real estate
contract to be enforceable?
A. Both parties must be legally competent
B. The buyer's income level must be verified
C. The inspection must be completed
D. The purchase must be conducted through an attorney

5. In Arizona, what is the minimum age for an individual to
legally sign a contract?
A. 17
B. 18
C. 21
D. 25
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6. When should the AAR purchase contract cover sheet be
provided to buyers?
A. After the seller accepts the buyer's offer
B. Before the buyer signs the buyer-broker agreement
C. Once the buyer has submitted an offer
D. Prior to submitting any offers

7. In the event of a breach of contract, what might be a
consequence specified in the purchase agreement?
A. Parties may seek damages in court
B. This might lead to automatic cancellation of the agreement
C. Look for arbitration options first
D. The buyer may get an extension of the inspection period

8. Which of the following statements is true regarding
purchase agreements in Arizona?
A. A purchase contract is not a binding agreement.
B. A purchase contract states the price and terms of the

agreement.
C. Disclosures are optional when it comes to purchase

agreements.
D. Only the seller is bound by the purchase agreement.

9. If Tanya is not complying with her purchase contract, what
does the cure period notice give her three days to do?
A. Comply or be in breach of the contract
B. Get her earnest money back
C. Sue Richard for specific damages
D. Undergo alternative dispute resolution

10. Which type of financing involves a seller helping to
finance by taking responsibility for a portion of the buyer’s
loan?
A. Assumable mortgage
B. Conventional mortgage
C. Seller carryback
D. USDA financing
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Answers
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1. A
2. B
3. C
4. A
5. B
6. D
7. A
8. B
9. A
10. C
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Explanations
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1. Federal law requires sellers of homes built before 1978 to
provide the lead-based paint disclosure. When must it be
provided?
A. Before closing
B. When the contract is signed
C. Within 10 days after the contract is signed
D. Within three calendar days after the contract is signed

The requirement for sellers of homes built before 1978 to provide a lead-based paint
disclosure is designed to ensure that buyers are adequately informed about the potential
risks associated with lead-based paint in older homes. This disclosure must be provided
before the closing of the sale, allowing buyers ample opportunity to review the
information and understand any implications prior to finalizing the transaction. Ensuring
that the disclosure is given prior to closing helps protect buyers and maintains
compliance with federal regulations, which aim to prevent lead poisoning and protect
public health.   Other options do not align with federal law, as disclosures must be made
well in advance of the closing, whereas the timeline indicated in those choices either
assumes a more immediate requirement or fails to provide the buyer with sufficient time
to consider the information before completing the sale.

2. In real estate transactions, what role does earnest money
typically play?
A. Acts as a deposit for repairs
B. Confirms the buyer's intent to purchase
C. Serves as a commission payment
D. Ensures the seller's disclosure

In real estate transactions, earnest money plays a crucial role as a demonstration of the
buyer's intent to purchase. This monetary deposit is typically provided by the buyer when
making an offer on a property, signifying that they are serious about their intent to
complete the transaction. By putting down earnest money, the buyer shows commitment
to the agreement and increases the seller's confidence in the legitimacy of the offer.  If
the transaction proceeds successfully, the earnest money is usually applied toward the
down payment or closing costs. Conversely, if the buyer decides to back out of the deal
without a valid reason outlined in the contract, they may forfeit this deposit. This
mechanism helps protect the seller and serves as an incentive for the buyer to follow
through with the purchase.  The other options do not accurately represent the typical
function of earnest money in real estate transactions.
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3. When dealing with an escrow company, who generally
ensures that all financial obligations are met before property
transfer?
A. The seller's attorney
B. The buyer's attorney
C. The escrow officer
D. The real estate agent

The escrow officer plays a crucial role in the property transfer process by ensuring that
all financial obligations are met before the transaction is completed. This professional
acts as an impartial third party, managing the escrow account and overseeing the
handling of funds related to the transaction. The escrow officer confirms that necessary
documents are received and that all contractual conditions, such as payments and
clearances, are satisfied. This ensures a smooth transfer of property ownership,
protecting all parties involved by ensuring that funds are not released until all terms of
the sale are fulfilled.   In contrast, while the seller's and buyer's attorneys may provide
legal advice and ensure that their clients' interests are represented, they do not have the
same direct oversight over the financial transactions that the escrow officer manages.
The real estate agent, on the other hand, primarily focuses on the marketing and
negotiation aspects of the sale rather than the financial specifics governed by the escrow
process. Therefore, the escrow officer is uniquely positioned to guarantee that all
financial obligations are correctly addressed before the property transfer occurs.

4. Which party's agreement is critical for a real estate
contract to be enforceable?
A. Both parties must be legally competent
B. The buyer's income level must be verified
C. The inspection must be completed
D. The purchase must be conducted through an attorney

For a real estate contract to be enforceable, it is essential that both parties involved in
the agreement are legally competent. This means that they must possess the legal
capacity to enter into a contract, which includes being of legal age, mentally sound at the
time of agreement, and not under duress or undue influence. If either party lacks this
competence, the contract may be deemed void or voidable.  Legally competent individuals
can understand the terms of the contract, the obligations it entails, and the
consequences of their agreement. Ensuring that both parties are competent protects not
just the integrity of the contract but also the interests of all parties involved in the
transaction.  While the other aspects mentioned—verifying income, completing
inspections, and involving an attorney—could play important roles in the transaction or
in best practices around real estate deals, they are not fundamental requirements for the
enforceability of the contract itself. The existence of mutual legal competence is a
cornerstone of contract law and is necessary for any binding agreement in real estate or
any other context.
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5. In Arizona, what is the minimum age for an individual to
legally sign a contract?
A. 17
B. 18
C. 21
D. 25

In Arizona, the minimum age at which an individual can legally sign a contract is 18
years old. This is consistent with the general legal principle that individuals must be
considered adults to enter into binding agreements. At age 18, individuals are typically
granted the legal capacity to make decisions regarding contracts, which includes the
ability to enter into leases, purchase agreements, and other legal contracts without
parental consent.  The reasoning behind this age limit is based on the understanding
that individuals at this age are generally deemed mature enough to understand the
implications and responsibilities of entering into contracts. Other age options presented
do not align with this legal standard in Arizona, as 17 years old is still considered a
minor, and ages 21 and 25 do not reflect the legal age of majority for contractual
agreements. Thus, 18 is the correct answer as it accurately reflects the statutory
guideline established in Arizona law.

6. When should the AAR purchase contract cover sheet be
provided to buyers?
A. After the seller accepts the buyer's offer
B. Before the buyer signs the buyer-broker agreement
C. Once the buyer has submitted an offer
D. Prior to submitting any offers

The correct answer indicates that the AAR purchase contract cover sheet should be
provided to buyers prior to submitting any offers. This is important because the cover
sheet contains essential information that helps buyers understand the purchase contract
they will be entering into. By providing this sheet upfront, buyers can make informed
decisions and fully grasp the terms and implications of the contract before they commit
to making an offer on a property.   This approach promotes transparency and allows
buyers to ask questions or seek clarification on any points they do not understand before
they engage in the offer process. Additionally, by having this information beforehand,
buyers are better equipped to evaluate their own readiness and ability to comply with the
contract terms if their offer is accepted.   Providing the cover sheet after an offer is
made, or at any later stage, would not serve the same purpose and could potentially lead
to misunderstandings or misinformed decisions on the buyer's part. Therefore, ensuring
that buyers receive the cover sheet before they submit any offers helps to safeguard their
interests and promotes a smoother transaction process.
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7. In the event of a breach of contract, what might be a
consequence specified in the purchase agreement?
A. Parties may seek damages in court
B. This might lead to automatic cancellation of the agreement
C. Look for arbitration options first
D. The buyer may get an extension of the inspection period

When a breach of contract occurs, one of the primary consequences often specified in a
purchase agreement is the right for the parties to seek damages in court. This is
grounded in the legal principle that parties to a contract are entitled to compensation for
losses suffered due to another party's failure to fulfill their contractual obligations.  
Seeking damages can encompass various forms of compensation, including direct
monetary losses and consequential damages that may arise from the breach. By allowing
parties to pursue legal remedies, the contract helps ensure accountability and
encourages the fulfillment of contractual duties. This consequence focuses on protecting
the rights of the aggrieved party and providing a means for remediation when a contract
is not honored as agreed.   The other options may relate to the broader consequences of
breach but do not encapsulate the primary legal remedy for breaches as comprehensively
as the ability to seek damages.

8. Which of the following statements is true regarding
purchase agreements in Arizona?
A. A purchase contract is not a binding agreement.
B. A purchase contract states the price and terms of the

agreement.
C. Disclosures are optional when it comes to purchase

agreements.
D. Only the seller is bound by the purchase agreement.

A purchase contract is indeed a binding agreement that outlines the terms of a
transaction. It specifies essential elements, including the price, which indicates what the
buyer agrees to pay and what the seller agrees to accept, alongside other terms such as
contingencies, deadlines, and the rights and obligations of both parties. This clarity
helps ensure that both the buyer and seller understand their roles and what is expected
of them, contributing to the enforceability of the contract in legal terms.  Understanding
that disclosures are generally required in Arizona real estate transactions reinforces why
other statements are inaccurate. Disclosures are not optional; they play a critical role in
protecting consumers and ensuring that buyers are fully informed about the property
they are purchasing. Additionally, both parties, the buyer and the seller, are bound by the
terms of the purchase agreement, which enforces mutual obligations. Thus, the assertion
that only the seller is bound is incorrect and misrepresents the contract's nature. The
purchase agreement establishes a reciprocal commitment where both parties have
responsibilities and liabilities.
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9. If Tanya is not complying with her purchase contract, what
does the cure period notice give her three days to do?
A. Comply or be in breach of the contract
B. Get her earnest money back
C. Sue Richard for specific damages
D. Undergo alternative dispute resolution

In the context of a purchase contract, a cure period notice is essentially a formal
notification provided to a party, in this case, Tanya, indicating that she is not in
compliance with the terms of the agreement. This notice typically allows her a specified
time frame—in this instance, three days—to rectify the situation.   Choosing compliance
during this cure period is crucial because it presents her with the opportunity to address
whatever issues have arisen, preventing the situation from escalating into a breach of
contract. If Tanya successfully complies within this three-day period, she can uphold her
obligations under the contract and maintain her standing in the agreement with the
other party. This understanding reinforces the importance of the cure period as a
mechanism designed to facilitate resolution and compliance, ultimately aiming to uphold
contractual relations without defaulting.   In contrast, the other answers focus on
alternative actions or consequences that are not directly related to the primary goal of
the cure period, which is to enable Tanya to correct her noncompliance and avoid a
breach of the contract.

10. Which type of financing involves a seller helping to
finance by taking responsibility for a portion of the buyer’s
loan?
A. Assumable mortgage
B. Conventional mortgage
C. Seller carryback
D. USDA financing

The correct answer is the type of financing where the seller assists the buyer by taking
responsibility for a portion of the buyer’s loan. This is known as a seller carryback. In
this arrangement, the seller provides a loan to the buyer to help cover a part of the
purchase price, which enables the buyer to secure the property even if they might not
qualify for the full loan amount through traditional financing methods. The seller
essentially acts as a lender, creating a second mortgage for the buyer which is often
negotiated as part of the transaction, allowing for more flexible financing options.  In the
context of real estate transactions, seller carryback financing can be particularly
beneficial in situations where the buyer faces challenges in obtaining sufficient financing
from banks or other lending institutions. This type of financing can not only facilitate the
sale of a property but also potentially lead to tax advantages for the seller, depending on
the structure of the agreement.  To contrast with the other options: an assumable
mortgage allows a buyer to take over an existing mortgage under its original terms,
without necessarily involving seller financing. A conventional mortgage is a standard
loan that is not insured or guaranteed by the government, while USDA financing is a
specific type of loan aimed at rural property purchases, typically backed by the
government. None of
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