TREC Law of Agency
Practice Exam (Sample)

Study Guide

BY EXAMZIFY

Everything you need from our exam experts!

Sample study guide. Visit https://treclawofagency.examzify.com



Copyright © 2025 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 from reliable
sources accurate, complete, and timely information about this product.

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



Questions

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



1. What does the "Agent's Broker Compensation" clause
specify?

A. It defines the terms of service for the agent

B. It outlines how the broker will be compensated for services
rendered

C. It details the duties of both parties in a transaction
D. It describes the legal liabilities of the agent

2. What should an agent always do when working with a
client?

A. Offer discounts on services

B. Prioritize their own interests

C. Put the client's interests above all others
D. Minimize communication with the client

3. Which of the following accurately describes a broker's role
with regards to property pricing?

A. The broker solely decides the price

B. The broker makes recommendations but the seller decides
C. The broker has no role in pricing

D. The broker only advises after the sale

. Which agreement is commonly used as a legal and binding
contract for buyer representation?

A. TAR Residential Lease Agreement

B. TAR Residential Buyer/Tenant Representation Agreement
C. TAR Seller’s Listing Agreement

D. TAR Exclusive Right to Sell Agreement

5. What does 'agency termination' involve?
A. Only the agent can end the relationship

B. The conclusion of the agent-principal relationship
C. Automatically occurs after a fixed period
D. Requires a formal investigation to conclude
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6. Why is it essential for agents to understand local zoning
laws?

A. To effectively negotiate prices

B. To advise clients on property use and investment potential
C. To determine property value

D. To understand construction requirements

7. According to the law, who is the broker liable to for the
occupational conduct of the broker and his agents?

A. The commission, the public, and the broker's clients
B. Only the commission and the public
C. Only the clients

D. Clients, broker's agents, and local authorities

8. What does the Statute of Frauds require regarding certain
contracts?

A. They must be verbal

B. They must be notarized
C. They must be in writing
D. They must be audited

9. Which type of establishments are subject to the Deceptive
Trade Practices Act?

A. Only grocery stores
B. Only auto repair shops

C. A variety of retail stores including grocery stores and car
dealerships

D. Only online businesses

10. Which statement is true regarding a broker's obligations?

A. A broker must maintain a written policies and procedures
manual.

B. A broker can operate without any written policies.
C. Only certain brokers need to maintain this manual.
D. Policies are only needed if employees are present.
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Sample study guide. Visit https://treclawofagency.examzify.com for the full version



1. What does the "Agent's Broker Compensation" clause
specify?
A. It defines the terms of service for the agent

B. It outlines how the broker will be compensated for services
rendered

C. It details the duties of both parties in a transaction
D. It describes the legal liabilities of the agent

The "Agent's Broker Compensation" clause plays a crucial role in real estate agreements
by specifying how the broker will be compensated for their services. This clause typically
outlines the commission structure, including any percentage of the sale price or flat fees
that the broker may earn upon the completion of a transaction. Understanding this
compensation structure is essential for both the agent and the client, as it establishes
the financial expectations before any services are rendered. Meanwhile, the other
options cover different aspects of agency relationships but do not pertain specifically to
the clauses regarding compensation. While the terms of service and duties in a
transaction are important for understanding the overall responsibilities of the agent and
broker, they do not directly address financial compensation. Legal liabilities, while
critical in ensuring compliance with regulations and protecting both parties, also fall
outside the scope of what the compensation clause specifies. Therefore, focusing on how

the broker is compensated provides a clear and necessary understanding of the
agreement in place.

2. What should an agent always do when working with a
client?

A. Offer discounts on services
B. Prioritize their own interests
C. Put the client's interests above all others

D. Minimize communication with the client

An agent should always prioritize the client's interests above all others because this is
the fundamental duty established within the framework of agency law. This principle,
known as fiduciary duty, requires agents to act in good faith and with loyalty toward their
clients. By putting the client's interests first, the agent fosters trust and confidence,
which are essential components of a successful client-agent relationship. Moreover, this
responsibility ensures that the agent provides unbiased advice and takes actions that are
solely in the best interest of the client, rather than being swayed by personal gain or
outside influences. Upholding this standard is crucial in maintaining ethical standards in
real estate transactions and ensuring compliance with laws and regulations governing
agency relationships. In essence, an agent who prioritizes their client's needs
demonstrates professionalism and commitment to serving their client effectively, which
can lead to repeat business and referrals in the future.
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3. Which of the following accurately describes a broker's role
with regards to property pricing?

A. The broker solely decides the price

B. The broker makes recommendations but the seller decides
C. The broker has no role in pricing

D. The broker only advises after the sale

The selected answer accurately reflects the collaborative nature of the pricing process in
real estate transactions. A broker's role typically involves gathering and analyzing market
data, assessing the property's condition, and leveraging their knowledge of local market
trends to recommend a competitive and fair price for the property. However, it is
ultimately the seller who retains the authority to set and decide on the final price. This
dynamic underscores the broker's function as an advisor rather than a sole
decision-maker, highlighting the importance of the seller's agency in the transaction. In
contrast to this, other options lack acknowledgment of the necessary partnership
between the broker and the seller in pricing. For instance, saying the broker solely
decides the price overlooks the essential fact that it is the seller’s responsibility to agree
to any pricing decision. Claiming that the broker has no role in pricing misrepresents the
broker's expertise and the value they add by providing informed recommendations.
Lastly, stating that the broker only advises after the sale disregards the critical advisory
role they must play before the transaction occurs, particularly during the pricing stage
when strategic decisions are made to attract potential buyers.

4. Which agreement is commonly used as a legal and binding
contract for buyer representation?

A. TAR Residential Lease Agreement

B. TAR Residential Buyer/Tenant Representation Agreement
C. TAR Seller’s Listing Agreement

D. TAR Exclusive Right to Sell Agreement

The TAR Residential Buyer/Tenant Representation Agreement is specifically designed to
establish a legal and binding relationship between a buyer and a real estate agent or
broker. This agreement clearly outlines the obligations and responsibilities of both
parties, ensuring that the agent represents the buyer's interests during the purchasing
process. Key elements typically included in this type of agreement are the scope of
representation, the duration of the agreement, and the compensation structure for the
agent. By signing this agreement, the buyer is committing to work exclusively with that
particular agent, which helps to create a focused and effective partnership in finding and
acquiring a property. Other agreements mentioned here serve different purposes. For
instance, the TAR Residential Lease Agreement pertains to rental transactions rather
than property purchases, while the TAR Seller’s Listing Agreement and TAR Exclusive
Right to Sell Agreement focus on representing sellers rather than buyers. Therefore, the
buyer representation agreement is the most suitable choice for establishing a legal
relationship for buyer representation in real estate transactions.
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5. What does 'agency termination' involve?
A. Only the agent can end the relationship
B. The conclusion of the agent-principal relationship

C. Automatically occurs after a fixed period
D. Requires a formal investigation to conclude

Agency termination specifically involves the conclusion of the agent-principal
relationship. This concept encapsulates the various scenarios in which the relationship
between the agent and the principal can come to an end. These can include mutual
agreement, fulfillment of the purpose of the agency, expiration of a term, or even
decision by either party, among others. Understanding that 'agency termination' is
fundamentally about the ending of the relationship helps clarify why the other options do
not provide an accurate characterization. For instance, option A incorrectly suggests that
only the agent has the authority to end the relationship, ignoring circumstances where
the principal can also initiate termination. Option C implies that termination happens
automatically at the end of a specified period, which may not encompass all forms of
agency that can lead to termination. Lastly, option D introduces the idea of needing a
formal investigation, which is not a standard requirement for ending the relationship
between an agent and a principal.

6. Why is it essential for agents to understand local zoning
laws?

A. To effectively negotiate prices
B. To advise clients on property use and investment potential

C. To determine property value
D. To understand construction requirements

Understanding local zoning laws is crucial for agents because it directly impacts the
advice they provide to clients regarding property use and investment potential. Zoning
laws dictate what type of activities can take place on certain parcels of land, such as
residential, commercial, industrial, or mixed-use. This knowledge enables agents to
inform clients on whether their desired use of a property is permissible and what
limitations might affect their investment decisions. For example, if a client is interested
in purchasing a piece of land to build a commercial space, an agent must verify that the
zoning regulations allow for such a development. Additionally, this understanding helps
agents illustrate the potential for appreciation or depreciation in property value based on
zoning restrictions, which is vital for clients looking to invest wisely. The other aspects,
such as negotiating prices, determining property value, and understanding construction
requirements, while important, are secondary to the foundational knowledge of how
zoning impacts the viability of a property for its intended use. Therefore, the ability to
advise clients effectively hinges on a solid grasp of local zoning laws.
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7. According to the law, who is the broker liable to for the
occupational conduct of the broker and his agents?

A. The commission, the public, and the broker's clients
B. Only the commission and the public

C. Only the clients
D. Clients, broker's agents, and local authorities

The broker is generally held liable for the occupational conduct of both the broker
themselves and their agents to a broad range of groups, including the real estate
commission, the public, and the broker's clients. This encompasses a duty to uphold
professional standards and conduct that protects not only the interests of their clients
but also ensures compliance with regulatory standards set forth by the real estate
commission. The real estate commission is a governing body that oversees the conduct
of licensed professionals, ensuring adherence to laws and ethical standards within the
industry. By being accountable to the commission, brokers demonstrate a commitment to
maintaining integrity within the profession. Additionally, liability extends to the public,
reflecting the expectations for safe and fair interactions in real estate transactions. They
rely on brokers and their agents to act in good faith, fulfill their fiduciary duties, and
adhere to applicable laws, making it essential for brokers to maintain proper oversight
and conduct. Finally, brokers are accountable to their clients, who expect
representation that protects their interests in transactions. This obligation includes
ensuring that all agents operating under the broker's license conduct themselves
appropriately and legally. Together, this comprehensive responsibility underscores the
broker's role in fostering trust and accountability within the real estate market.

8. What does the Statute of Frauds require regarding certain
contracts?

A. They must be verbal

B. They must be notarized
C. They must be in writing
D. They must be audited

The Statute of Frauds is a legal principle that requires specific types of contracts to be in
writing to be enforceable. This requirement is designed to prevent misunderstandings
and fraudulent claims about the terms of a contract. For example, contracts involving
real estate transactions, contracts that cannot be performed within one year, and
contracts for the sale of goods exceeding a certain value generally must adhere to this
written requirement. The rationale behind this statute is to provide clear evidence of the
contract's existence and terms, thereby offering protection to all parties involved. A
written contract ensures that the obligations and rights of each party are clearly
delineated, reducing the risk of disputes over oral agreements that can be difficult to
prove. In contrast, the other options do not align with the fundamental tenets of the
Statute of Frauds. While verbal contracts can be valid in many instances, they do not
meet the requirements of the Statute of Frauds for the specified contract types.
Notarization is not a requirement of the Statute of Frauds, although certain situations
might benefit from this additional verification. Auditing is unrelated to the formation or
enforceability of contracts under this statute. Therefore, the correct understanding of
the Statute of Frauds is that it mandates that certain contracts must
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9. Which type of establishments are subject to the Deceptive
Trade Practices Act?

A. Only grocery stores
B. Only auto repair shops

C. A variety of retail stores including grocery stores and car
dealerships

D. Only online businesses

The Deceptive Trade Practices Act (DTPA) is designed to protect consumers from false,
misleading, or deceptive acts or practices in the conduct of any trade or commerce. The
correct answer encompasses a wide range of retail establishments, including grocery
stores and car dealerships, all of which can engage in or be subject to deceptive trade
practices. This broad applicability reflects the intent of the DTPA to cover various
business types that deal with consumers in a retail context. The act is not limited to
specific types of businesses, such as just grocery stores or auto repair shops, but instead
applies to any entity involved in the sale of goods or services to consumers. Therefore,
businesses that operate in a multitude of sectors, including but not limited to grocery
stores, car dealerships, and other retail outlets, fall under the jurisdiction of the DTPA.
This ensures consumer protection across the board. The other options imply a narrower
scope of applicability that does not accurately reflect the comprehensive nature of the
Deceptive Trade Practices Act. The DTPA's goal is to provide consumer protection
broadly and equally to all businesses that engage in trade and commerce, thereby making

option C the most accurate representation of which establishments are subject to the
DTPA.

10. Which statement is true regarding a broker's obligations?

A. A broker must maintain a written policies and procedures
manual.

B. A broker can operate without any written policies.
C. Only certain brokers need to maintain this manual.
D. Policies are only needed if employees are present.

A broker's obligation to maintain a written policies and procedures manual is rooted in
regulatory compliance and best practices within the real estate industry. This manual
serves as a vital tool for outlining the operational standards, ethical guidelines, and legal
responsibilities that govern the brokerage's activities. By having a documented set of
policies and procedures, a broker ensures that all agents and staff operate under a
consistent framework. This not only helps in managing risks but also aids in training new
agents and ensuring compliance with state and federal regulations. Such a manual helps
protect both the broker and clients by providing clarity and structure around processes,
decision-making, and ethical standards. The other options suggest that a broker may
function without such a manual or that it is only required under specific circumstances.
However, in many jurisdictions, maintaining a written policies and procedures manual is
considered a best practice and sometimes a requirement, regardless of the number of
employees or operational size of the brokerage. This underscores the importance of
having clear guidelines in place to foster a professional and legally compliant work
environment.
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