


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://corecordkeepingtrustaccounts.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://corecordkeepingtrustaccounts.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. How should a broker respond to an auditor from the Colorado Division of
Real Estate?
A. Provide complete documentation, cooperate, and address any findings

promptly within required timelines
B. Ignore requests
C. Provide partial documentation
D. Delay response

2. What is the purpose of the Bank Reconciliation Worksheet?
A. To forecast future cash flows.
B. To verify that liabilities shown in transaction documents balance with cash in

the escrow bank account.
C. To track interest earned in the escrow account.
D. To record vendor payments.

3. Which of the following is a recommended combination of internal controls
for trust accounts?
A. Segregation of duties and regular reconciliations
B. Regular reconciliations only
C. Segregation of duties only
D. No controls

4. When a broker acts as closing agent, what must be verified before
disbursing closing funds?
A. Funds have hit the broker's bank
B. Funds are in escrow
C. Title clearance completed
D. The funds have been wired to the lender

5. In which situation may the landlord retain interest earned on security
deposits?
A. In a mobile home park.
B. In a multi-unit apartment building.
C. Never.
D. Only if the tenant agrees.
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6. What steps are involved in properly closing a trust account?
A. Close the account without review
B. Freeze the account for five years
C. Move all funds to an operating account and forget about it
D. Reconcile, ensure all funds have been properly disbursed or accounted for,

and close with the bank while preserving records

7. Which statement about separate client ledgers for each escrow is true?
A. They must be maintained for each escrow to prevent cross-crediting
B. They are optional and not required
C. They should be merged into a single ledger
D. They are only needed for large transactions

8. Which rule governs journal entries regarding receipts and payments?
A. Record only when a bank statement arrives.
B. Never record an entry unless the receipt and payments are actually received.
C. Always record when cash is expected.
D. Record monthly regardless of transactions.

9. How should interest on trust accounts be handled?
A. Interest must be donated to a charitable fund.
B. Interest automatically goes to the broker.
C. Interest accrues for the client or as otherwise directed by contract or law; it

must be kept separate from broker funds and disbursed as agreed.
D. Interest is not allowed to accrue in trust accounts.

10. Is it permissible to use trust funds to pay for brokerage marketing or
operating expenses?
A. Yes; trust funds can be used for general business expenses
B. No; trust funds must be kept for client use and cannot be used for operating

expenses
C. Only if approved by the seller
D. Only if the broker's license is in good standing
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Answers
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1. A
2. B
3. A
4. A
5. A
6. D
7. A
8. B
9. C
10. B
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Explanations
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1. How should a broker respond to an auditor from the Colorado Division of
Real Estate?
A. Provide complete documentation, cooperate, and address any findings

promptly within required timelines
B. Ignore requests
C. Provide partial documentation
D. Delay response

When an auditor from the Colorado Division of Real Estate arrives, the expected approach is to provide complete
documentation, cooperate fully, and address any findings promptly within the required timelines. This reflects
the obligation to maintain accurate records and to be transparent with regulatory authorities. By presenting all
requested records—such as trust account ledgers, reconciliation statements, bank records, escrow
documentation, disbursement logs, and related correspondence—you show that you keep precise, up-to-date
files and that you take compliance seriously.  Cooperating in this way also helps the auditor verify that your trust
accounts are being handled properly, that funds are being safeguarded, and that any discrepancies are identified
and corrected quickly. Addressing findings promptly demonstrates commitment to remedial action and
minimizes the risk of penalties, license actions, or enforcement steps. In contrast, ignoring requests, providing
only partial documentation, or delaying responses signals noncompliance and can lead to stricter
consequences. The right approach supports professional responsibility, protects clients’ funds, and maintains
public trust in the brokerage.

2. What is the purpose of the Bank Reconciliation Worksheet?
A. To forecast future cash flows.
B. To verify that liabilities shown in transaction documents balance with cash in

the escrow bank account.
C. To track interest earned in the escrow account.
D. To record vendor payments.

The Bank Reconciliation Worksheet is about making sure the trust account records match the bank’s records. In
trust accounting, client funds held in escrow are treated as a liability, so you want the ledger balance for the
escrow account to reflect the actual cash the bank says is there. The reconciliation process looks for differences
such as checks issued but not yet cleared, deposits recorded but not yet shown by the bank, bank fees, and any
errors. By identifying and adjusting for these items, you confirm that the recorded trust liabilities equal the cash
on hand in the escrow account, which is essential for accuracy, compliance, and safeguarding client funds.  It
isn’t primarily used to forecast future cash flows, nor is it a tool to track interest earned (even though interest
may appear on statements), and it isn’t simply about recording vendor payments, which belong to separate
accounts and processes.
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3. Which of the following is a recommended combination of internal controls
for trust accounts?
A. Segregation of duties and regular reconciliations
B. Regular reconciliations only
C. Segregation of duties only
D. No controls

Effective internal controls for trust accounts rely on both preventing misuse and catching errors, which is
achieved by combining segregation of duties with regular reconciliations. Segregation of duties means different
people handle cash receipts, disbursements, and recordkeeping, so no one has sole control over the entire
process. This reduces the opportunity for misappropriation or mistakes to go unnoticed. Regular reconciliations
involve comparing the trust ledger with bank statements on a consistent schedule, ensuring that all deposits,
disbursements, and balances are accurate and that any discrepancies are spotted and investigated promptly.
Together, these controls provide both deterrence and detection, creating a robust system for safeguarding client
funds.  Relying on reconciliations alone can allow someone to commit errors or fraud without a preventive check,
since the same person could both handle the funds and certify the records. Relying on segregation alone leaves
room for errors or irregularities to go undetected if no independent verification of the records occurs. No controls
at all would leave client funds vulnerable to theft, misallocation, or regulatory breaches.

4. When a broker acts as closing agent, what must be verified before
disbursing closing funds?
A. Funds have hit the broker's bank
B. Funds are in escrow
C. Title clearance completed
D. The funds have been wired to the lender

The key idea is that funds must actually be in the broker’s hands and available before any disbursement. When
the broker acts as closing agent, they have to confirm that the buyer’s funds and any loan proceeds have been
deposited into the broker’s bank or trust account and are cleared so they can be legally paid out. This verification
protects all parties and ensures there is money to cover the payoff to the lender, the buyer credits, and the
seller’s net proceeds. Without funds on hand and available, disbursing closing funds could lead to overdrafts,
failed settlements, or remittance errors.  Escrow status or title clearance are related steps in the closing process,
but they don’t by themselves prove that funds are actually available for disbursement. Funds being wired to the
lender or held in escrow may be part of the plan, but the critical gating factor is the actual availability of funds in
the broker’s bank.
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5. In which situation may the landlord retain interest earned on security
deposits?
A. In a mobile home park.
B. In a multi-unit apartment building.
C. Never.
D. Only if the tenant agrees.

Interest on security deposits isn’t treated the same in every rental situation. In Colorado, there is a specific
exception: for a mobile home park, the landlord may retain the interest earned on the security deposit. This
reflects the different legal treatment of security deposits tied to a mobile home site versus a standard dwelling
unit. In contrast, for typical multi-unit apartments, the general expectation is that the tenant receives the interest
(or the lease/statute governs how it’s handled), not the landlord. Therefore, the correct situation is that a
landlord may keep the interest in a mobile home park. The other options don’t fit because the exception exists
specifically for mobile home parks, and consent isn’t the controlling factor for that rule.

6. What steps are involved in properly closing a trust account?
A. Close the account without review
B. Freeze the account for five years
C. Move all funds to an operating account and forget about it
D. Reconcile, ensure all funds have been properly disbursed or accounted for,

and close with the bank while preserving records
When closing a trust account, you’re verifying that the account is truly settled and that every obligation tied to
the trust has been satisfied. The essential steps are to perform a final reconciliation to confirm the bank balance
matches the trust ledger, and to verify that all funds have been properly disbursed or accounted for according to
the trust terms. Only after these checks are complete should you close the account with the bank. Preserve and
organize all records—bank statements, reconciliation reports, ledgers, disbursement receipts, and related
correspondence—so you have a solid audit trail for compliance and future reference.  Closing without review can
leave unreconciled items or errors hidden, increasing the risk of misappropriation or regulatory problems.
Freezing the account for an extended period isn’t a legitimate closing method and can violate retention and
access requirements. Moving funds to an operating account and forgetting about them mixes trust funds with
non-trust funds and abandons proper recordkeeping, which violates segregation requirements. Following the
careful reconciliation, full accounting of disbursements, proper bank closure, and record preservation ensures
the trust is closed correctly and transparently.
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7. Which statement about separate client ledgers for each escrow is true?
A. They must be maintained for each escrow to prevent cross-crediting
B. They are optional and not required
C. They should be merged into a single ledger
D. They are only needed for large transactions

In trust accounting, each escrow is a separate set of funds with its own balance and obligations, so the records
must keep a distinct ledger for every escrow. This separation prevents cross-crediting, meaning you can’t
accidentally apply transactions from one client’s escrow to another’s. By maintaining a dedicated ledger for each
escrow, every deposit, disbursement, fee, and balance is tracked precisely for that specific client, creating a
clear, auditable trail and making reconciliations with bank statements straightforward.  If ledgers were merged
into one, or if ledgers weren’t required at all, it would be too easy to mix up funds belonging to different clients,
obscuring the true positions of each escrow and increasing the risk of misallocation or commingling. The rule
applies regardless of the size of the transaction; it’s about accurate separation of each client’s funds, not about
the magnitude of the escrow.

8. Which rule governs journal entries regarding receipts and payments?
A. Record only when a bank statement arrives.
B. Never record an entry unless the receipt and payments are actually received.
C. Always record when cash is expected.
D. Record monthly regardless of transactions.

The key idea is that journal entries for receipts and payments should reflect actual cash movements, not
promises, expectations, or the mere arrival of a statement. Recording only when the receipt and payments are
actually received keeps the ledger in line with the real cash position, which is essential for accurate bank
reconciliations and trustworthy trust accounting.  This approach is the best because it avoids recognizing
money that hasn’t actually moved yet, preventing inflated assets or mismatched balances. Waiting for a bank
statement to trigger a record can delay entries and distort timing. Recording when cash is merely expected
would imply funds that aren’t really available. Recording on a fixed monthly schedule regardless of activity
would hide real transactions and lead to misleading records.

9. How should interest on trust accounts be handled?
A. Interest must be donated to a charitable fund.
B. Interest automatically goes to the broker.
C. Interest accrues for the client or as otherwise directed by contract or law; it

must be kept separate from broker funds and disbursed as agreed.
D. Interest is not allowed to accrue in trust accounts.

Interest from trust funds belongs to the client and must be treated separately from the broker’s own money.
When funds are held in a trust account, the broker has a fiduciary duty to keep those client funds separate from
the broker’s operating funds, which protects the client and keeps clear records of the funds’ ownership.  The
accrued interest should go to the client unless there is a contract or law that directs otherwise. This means the
interest is disbursed according to what was agreed in the contract or what the applicable law requires. For
example, a contract might specify that interest go to the client, or it might say the interest should be donated to
a charity or remitted to a state program if permitted by law. In all cases, the broker cannot keep the interest for
themselves or automatically route it to the broker; it must be handled as agreed or required by law.  This
approach prevents commingling of funds and upholds the trust relationship, ensuring transparent and correct
accounting.
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10. Is it permissible to use trust funds to pay for brokerage marketing or
operating expenses?
A. Yes; trust funds can be used for general business expenses
B. No; trust funds must be kept for client use and cannot be used for operating

expenses
C. Only if approved by the seller
D. Only if the broker's license is in good standing

Trust funds are money that belongs to clients and must be kept in a separate trust account. They are to be used
only for the purpose for which they were received in the transaction, such as closing costs, earnest money as
agreed, or other client-approved disbursements. Using those funds to pay for brokerage marketing or general
operating expenses would be using client funds for the broker’s own business needs, which violates fiduciary
duties and Colorado rules. Therefore, trust funds cannot be used for marketing or operating expenses; those
costs must be covered by the broker’s own funds or the brokerage’s operating account. Misuse of trust funds
can lead to serious consequences, including disciplinary action and civil liability.
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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://corecordkeepingtrustaccounts.examzify.com

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