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1. What principle dictates that market value is influenced by
the available properties and buyers’ interests?
A. Principal of Competition
B. Principal of Supply and Demand
C. Principal of Consistent Use
D. Principal of Substitution

2. What do restrictive covenants impose on a property?
A. Financial claims for property improvements
B. Permissions for land use modifications
C. Restrictions on use or architectural details
D. Rights to share land with others

3. What does an equity access scheme aim to achieve for the
property owner?
A. Access to liquid cash without selling
B. Ownership transfer of the property
C. Utilization of accumulated equity for funds
D. Reduction of property taxes

4. What could be a potential outcome for a buyer involved in a
debt consolidation scheme?
A. Ownership of property without further payments
B. Unexpected loss of property title
C. Increased equity in the property
D. Reduction of monthly mortgage payments

5. What causes the quantity demanded for a product to shift?
A. Change in price
B. Change in tastes, expectations, and number of consumers
C. Government regulations
D. Changes in production costs

3Sample study guide. Visit https://realestatecouncilofalberta-fundamentals.examzify.com for the full version

SA
M

PLE



6. What is one example of a commission that can lead to
disputes?
A. A young couple moving into a 55+ building
B. A homeowner repainting their house
C. A landlord renewing a lease
D. A property sold below market value

7. What is the federal legislation that governs the protection
of personal information in electronic documents?
A. Personal Information Protection Act (PIPA)
B. Privacy and Protection Act (PPA)
C. Personal Information Protection and Electronic Documents

Act (PIPEDA)
D. Digital Privacy Act (DPA)

8. What ethical approach considers an individual's intentions
or motives?
A. Duty-based approach
B. Consequentialism
C. Comparative ethics
D. Legalism

9. What is the principle that states excessive profits lead to
opportunities that can diminish those profits?
A. Principal of Consistent Use
B. Principal of Competition
C. Principal of Increasing Return
D. Principal of Surplus Productivity

10. What is the definition of a referral in real estate?
A. The act of closing a sale
B. The act of recommending or directing a person for service to

another
C. The act of collecting commission
D. The act of conducting an appraisal
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Answers
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1. B
2. C
3. C
4. B
5. B
6. A
7. C
8. A
9. B
10. B
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Explanations
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1. What principle dictates that market value is influenced by
the available properties and buyers’ interests?
A. Principal of Competition
B. Principal of Supply and Demand
C. Principal of Consistent Use
D. Principal of Substitution

The principle that dictates that market value is influenced by the available properties
and buyers' interests is the principle of supply and demand. This principle holds that the
value of a property is determined by how much of a property is available in the market
(supply) versus how much interest there is from buyers (demand). When there is a high
demand for properties and limited supply, prices tend to increase. Conversely, if there is
an abundance of properties available but fewer buyers, the market value may decrease.  
This fundamental economic concept applies directly to real estate, where fluctuations in
market conditions, such as economic growth, demographic changes, and shifts in buyer
preferences, can significantly affect property values. Understanding the dynamics of
supply and demand helps real estate professionals assess market trends and property
valuation accurately, making it a crucial principle in real estate economics.   The other
principles mentioned relate to different aspects of real estate but do not specifically
address the relationship between the number of properties and buyers’ interests in
determining market value.

2. What do restrictive covenants impose on a property?
A. Financial claims for property improvements
B. Permissions for land use modifications
C. Restrictions on use or architectural details
D. Rights to share land with others

Restrictive covenants impose specific limitations on how a property can be used or
modified, which is why the correct answer is the one related to restrictions on use or
architectural details. These legal obligations are established within property deeds and
can dictate various aspects, such as the types of structures that can be built, aesthetic
elements like color schemes or architectural styles, and even maintenance obligations or
prohibitions on certain activities.   For example, a restrictive covenant might prevent a
homeowner from painting their house an unconventional color or might require them to
maintain their lawn in a certain manner. This is meant to preserve the character of a
neighborhood or uphold property values, as consistent aesthetics and use can enhance
the overall appeal of an area.   The other options involve financial claims, permissions for
modifications, or rights to share land, which do not align with the fundamental nature of
restrictive covenants. These covenants are specifically about imposing restrictions rather
than providing rights or permissions.
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3. What does an equity access scheme aim to achieve for the
property owner?
A. Access to liquid cash without selling
B. Ownership transfer of the property
C. Utilization of accumulated equity for funds
D. Reduction of property taxes

An equity access scheme is designed primarily to enable property owners to leverage the
accumulated equity in their property for financial benefit. This means that homeowners
can borrow against the value that has built up in their property over time without
needing to sell it.   For instance, if a property has increased in value, the owner can tap
into that value, obtaining access to cash that can be used for various purposes, such as
home improvements, paying down debts, or funding investments, all while still retaining
ownership of the property. This is particularly beneficial for individuals seeking financial
resources but who wish to maintain their residence and the long-term benefits of
property ownership.  Other options, while related to property ownership, do not capture
the primary goal of equity access schemes as accurately. Accessing liquid cash without
selling refers to a similar concept but does not emphasize the utilization of existing
equity. Ownership transfer of the property misrepresents the nature of equity access
schemes, as they are intended to keep ownership with the current owner. Lastly, while
there may be tax implications associated with accessing equity, the primary aim of these
schemes is fundamentally about utilizing equity rather than directly reducing property
taxes.

4. What could be a potential outcome for a buyer involved in a
debt consolidation scheme?
A. Ownership of property without further payments
B. Unexpected loss of property title
C. Increased equity in the property
D. Reduction of monthly mortgage payments

Involvement in a debt consolidation scheme can lead a buyer to experience an
unexpected loss of property title. This can occur if the scheme involves transferring
ownership of the property to a third party or an entity that claims to help manage or
consolidate the debt. Often, buyers might be misled into signing agreements that they do
not fully understand, which can result in them losing their legal rights to the property.  
In scenarios involving debt consolidation, the real implications of the agreements may
not be clear. Buyers might believe they are simply consolidating their debts, but the fine
print could disclose that the ownership of their property is being placed under someone
else's name or that liens could be placed against the property due to unpaid debts. This
scenario highlights the importance of understanding the terms and the potential risks
associated with debt consolidation schemes before proceeding.   Other potential
outcomes, such as the reduction of monthly mortgage payments, may not necessarily
align with what could happen in these schemes, and increases in equity typically would
require positive market conditions or good financial management rather than the risks
associated with debt consolidation.
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5. What causes the quantity demanded for a product to shift?
A. Change in price
B. Change in tastes, expectations, and number of consumers
C. Government regulations
D. Changes in production costs

A shift in the quantity demanded for a product occurs due to factors that influence
consumers' willingness to buy at various price points, but not solely due to price changes.
When we consider changes in tastes, expectations, and the number of consumers, these
factors can lead to a fundamental change in overall demand.  For example, if there is a
change in consumer preferences—say, a new trend emerges that increases the popularity
of a product—more consumers may wish to purchase that product even if its price
remains constant, leading to an increase in demand. Similarly, if consumers expect
prices to rise in the future, they may increase their current demand for the product.
Additionally, if the number of consumers in the market grows, this will naturally lead to a
higher demand as more individuals want to purchase the product.   In contrast, a change
in price causes a movement along the demand curve rather than a shift of the curve
itself, as consumers typically buy more or less of a product based on its price relative to
their budget. Government regulations can affect market conditions or costs of doing
business, but they do not directly cause a shift in the quantity demanded. Changes in
production costs primarily impact supply rather than demand, indicating a
differentiation in how and why demand shifts occur.

6. What is one example of a commission that can lead to
disputes?
A. A young couple moving into a 55+ building
B. A homeowner repainting their house
C. A landlord renewing a lease
D. A property sold below market value

The situation involving a young couple moving into a 55+ building can lead to disputes
primarily due to age-related restrictions that are typical in such communities. Many 55+
buildings enforce policies that limit residency to individuals above a certain age, often
resulting in conflicts when younger individuals attempt to enter the community. This
situation may lead to disputes over compliance with community regulations, potential
eviction actions, or misunderstandings about eligibility.  In contrast, the other scenarios
provided (homeowners repainting their house, landlords renewing leases, or properties
sold below market value) typically involve straightforward decisions without the potential
for significant disputes rooted in regulatory or community standards. Homeowners may
repaint their houses within certain guidelines, lease renewals usually follow established
law and agreements, and selling a property below market value, while it may raise
questions about valuation, does not inherently invite chronic disputes or regulatory
scrutiny like the occupancy of a 55+ building does.
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7. What is the federal legislation that governs the protection
of personal information in electronic documents?
A. Personal Information Protection Act (PIPA)
B. Privacy and Protection Act (PPA)
C. Personal Information Protection and Electronic Documents

Act (PIPEDA)
D. Digital Privacy Act (DPA)

The Personal Information Protection and Electronic Documents Act (PIPEDA) is the
federal legislation that governs how private-sector organizations collect, use, and
disclose personal information in the course of commercial activities. PIPEDA establishes
the principles for the protection of personal information, ensuring that individuals have
rights regarding their personal data. This act applies to electronic documents and
outlines the responsibilities of organizations in managing and safeguarding personal
information, thereby fostering trust and security in transactions and communications
conducted electronically.  In contrast, the other mentioned legislations do not cover the
federal scope of personal information protection in the same manner. The Personal
Information Protection Act (PIPA) is specific to certain provinces and does not have the
same nationwide application as PIPEDA. The Privacy and Protection Act (PPA) may
suggest a broader focus but is not an actual piece of legislation recognized under federal
law. Similarly, the Digital Privacy Act (DPA) is more of an amendment to PIPEDA,
focusing on specific aspects of privacy rather than being standalone legislation. Hence,
PIPEDA remains the comprehensive law governing the issue at a national level.

8. What ethical approach considers an individual's intentions
or motives?
A. Duty-based approach
B. Consequentialism
C. Comparative ethics
D. Legalism

The duty-based approach, also known as deontological ethics, emphasizes the importance
of an individual's intentions or motives when evaluating the morality of an action. This
perspective posits that the rightness or wrongness of actions does not solely depend on
their outcomes or consequences but rather on the underlying principles and intentions
guiding those actions. It holds that certain duties or rules must be followed regardless of
the potential results, thereby placing significant importance on the actor's motives.  In
contrast, consequentialism evaluates actions based on their outcomes, focusing on the
results rather than the intentions behind the actions. Comparative ethics involves
assessing different moral systems or traditions, and legalism strictly adheres to
established laws without necessarily considering the individual's intentions. Each of
these approaches has its own merits and focuses, but the defining characteristic of the
duty-based approach is its clear focus on the moral significance of intentions.
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9. What is the principle that states excessive profits lead to
opportunities that can diminish those profits?
A. Principal of Consistent Use
B. Principal of Competition
C. Principal of Increasing Return
D. Principal of Surplus Productivity

The principle that states excessive profits lead to opportunities that can diminish those
profits is known as the Principle of Competition. This concept suggests that when certain
enterprises or sectors experience high profits, it attracts new entrants into the market.
As a result, increased competition often leads to a reduction in prices and profits over
time.   In a competitive market, businesses are incentivized to innovate, reduce costs,
and improve efficiency to maintain their market position. This dynamic can lead to a
more equitable distribution of profits and benefits across the market, ultimately
stabilizing prices and profits for all participants.   Understanding this principle is crucial
for anyone studying real estate and market economics, as it highlights the natural
self-regulating nature of competitive markets. In contrast, other principles mentioned do
not specifically address the relationship between profits and market dynamics in the
same manner.

10. What is the definition of a referral in real estate?
A. The act of closing a sale
B. The act of recommending or directing a person for service to

another
C. The act of collecting commission
D. The act of conducting an appraisal

The definition of a referral in real estate pertains to the act of recommending or
directing a person for service to another. This process typically involves a real estate
professional referring a client to another agent or service provider who can assist the
client with their specific needs, such as buying, selling, or leasing property. Referrals
leverage personal networks within the industry to connect clients with professionals who
have the expertise and capability required for their situation.  This choice captures the
essence of how real estate professionals exercise their relationships and networks to
foster business opportunities. Referrals can lead to increased trust and business for the
agents involved, as clients often appreciate receiving a recommendation from someone
they know.  The other options relate to different aspects of real estate but do not define
what a referral is. Closing a sale specifically refers to the finalization of a real estate
transaction, while collecting commission pertains to the payment structure for real
estate services. Conducting an appraisal involves evaluating the value of a property and
is a distinct service that does not relate to the process of referral.
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