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DID YOU KNOW?

The number one problem that students have in successfully passing the state exam the first
time is in fact…TIME.

PASSING RATES OF STUDENTS TAKING THE STATE EXAM RELATIVE TO THE
NUMBER OF DAYS FROM THE LAST DAY OF PRE-LICENSING CLASS.

TTooookk  ssttaattee  eexxaamm  wwiitthhiinn  3300  ddaayyss  ooff  llaasstt  ccllaassss 8855%%**
TTooookk  ssttaattee  eexxaamm  wwiitthhiinn  3311  ––  6600  ddaayyss  ooff  llaasstt  ccllaassss 6622%%**
TTooookk  ssttaattee  eexxaamm  wwiitthhiinn  6611  ––  9900  ddaayyss  ooff  llaasstt  ccllaassss 4499%%**
* Information provided by NC Real Estate Commission

Frequently students will say they are not ready to take their class exam and they prefer to
wait.  As the above chart illustrates, if you wait to take the class exam you will greatly impact
the likelihood of passing the state exam on the first attempt.  Remember the number one
thing you can do to increase the odds you will pass the state exam is not to wait.



PROBLEM TOPICS ON THE
REAL ESTATE LICENSING EXAMINATION

PPrroovviiddeedd  bbyy

This information has been provided by the NC Real Estate Commission regarding student perform-
ance on state licensing exams. Performance on certain questions related to the listed topics is below
60% on the state licensing examination. It would appear that the following areas should receive
increased emphasis in prelicensing courses::

REAL ESTATE LAW AND BROKERAGE PRACTICE

11.. PPrrooppeerrttyy  CCoonncceeppttss,,  OOwwnneerrsshhiipp,,  RRiigghhttss  aanndd  IInntteerreessttss

• Definition and examples of an appurtenance. (Stress the concept that an appurtenance is a 
right or benefit that transfers with land.)

• Defeasible fee estate – examples and possibility of reverter interest.

22..    LLaanndd  UUssee  CCoonnttrroollss

• “Private” streets in subdivisions.
• Subdivision protective (restrictive) covenants – especially action necessary for enforcement.

33.. AAggeennccyy  DDuuttiieess  aanndd  RReellaattiioonnsshhiippss

• Differences between duties to principal and duties to third parties.
• Concept of dual agent. Whether an agent showing an in-house listing is a dual agent depends 

upon the agent’s relationship with the buyer – buyer’s agent vs. seller’s agent working with 
the buyer.

44.. BBaassiicc  CCoonnttrraacctt  LLaaww

• Damages that may be awarded for breach of contract; differences between compensatory, punitive and 
liquidated damages.

• Contract remedies – legal concept of specific performance.

55.. AAggeennccyy  CCoonnttrraaccttss

Differences between exclusive right to sell and exclusive agency listing contracts.

• Commission Rule A. 0104(a) – requirements and restrictions concerning oral buyer agency agreement. Note all 
details in paragraph (a) of this rule including the requirement that each oral buyer agency agreement be 
express. Permissible provisions in a written buyer agency agreement vs. permissible provisions in an oral buyer 
agency agreement. Circumstances in which use of oral buyer agency agreement is appropriate. Examples of 
rule violations.

• Essential elements of a buyer agency contract – including a provision concerning how broker is to be paid for 
his/her service. Distinguish between mandatory and optional provisions in a buyer agency contact.
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66.. RReessiiddeennttiiaall  SSqquuaarree  FFoooottaaggee  GGuuiiddeelliinneess

• Application of “living area” criteria when determining and reporting square footage of a house – including 
treatment of the common wall between a living area and a part of the structure that is not a living area.

• Agents’ responsibilities, especially differences between typical responsibilities of a listing agent and an agent 
working with a buyer (either as a buyer’s agent or as a seller’s agent) with regard to measuring and calculating 
square footage.

77.. SSttaannddaarrdd  OOffffeerr  ttoo  PPuurrcchhaassee  CCoonnttrraacctt  FFoorrmm

• Appropriate vs. inappropriate entries concerning the interest rate on the loan to be obtained.
• Proper methods for handling a seller’s counteroffer.
• Option money in either an option to purchase real estate or a standard offer to purchase with Alternative 2.

MISCELLANEOUS TOPICS

11.. EEnnvviirroonnmmeennttaall  HHaazzaarrddss,,  LLaawwss,,  aanndd  RReegguullaattiioonnss

• Real estate agents’ duties in regard to required disclosures relating to lead-based paint.

22.. NN..CC..  RReessiiddeennttiiaall  PPrrooppeerrttyy  DDiisscclloossuurree  AAcctt

• Properties subject to the act (and major exemptions).
• Deadline for seller to provide the required disclosure statement.

33.. FFeeddeerraall  IInnccoommee  TTaaxx  iimmpplliiccaattiioonnss  ooff  HHoommee  OOwwnneerrsshhiipp  aanndd  RReeaall  EEssttaattee  IInnvveessttmmeennttss..

• Homeowner’s deductible expenses during years of ownership
• Allowable deductions from gross income for real estate investments.

44.. BBaassiicc  ccoonnssttrruuccttiioonn  tteerrmmiinnoollooggyy,,  ssppeecciiffiiccaallllyy  tthhee  ddiiffffeerreenntt  ffuunnccttiioonnss  ooff  ccoommppoonneennttss  ssuucchh  aass  ssttuuddss,,  
jjooiissttss  aanndd  hheeaaddeerrss..

REAL ESTATE LAW AND COMMISSION RULES

11.. AAggeennccyy  ddiisscclloossuurree  ––  CCoommmmiissssiioonn  RRuullee  AA..00110044,,  eessppeecciiaallllyy  aapppplliiccaattiioonn  ooff  tthhee  pprroovviissiioonnss  ooff  tthhee  rruullee  
ccoonncceerrnniinngg  ddiisscclloossuurree  ooff  aaggeennccyy  ssttaattuuss  bbyy  sseelllleerr’’ss  aaggeenntt  ttoo  bbuuyyeerr

22.. PPrroohhiibbiittiioonn  aaggaaiinnsstt  bblliinndd  aaddss  ––  CCoommmmiissssiioonn  rruullee  AA..00110055  ((aa))..    TTrraannssaaccttiioonnss  ssuubbjjeecctt  ttoo  tthhiiss  
rreegguullaattiioonn..    FFaaccttss  rreeqquuiirreedd  ttoo  bbee  ccoonnssppiiccuuoouussllyy  iinnddiiccaatteedd..

33.. DDeelliivveerryy  ooff  IInnssttrruummeennttss  ––  CCoommmmiissssiioonn  RRuullee  AA..00110066((aa))..    MMeeaanniinngg  ooff  tthhee  tteerrmm  iinnssttrruummeenntt..    
IInnssttrruummeennttss  ssuubbjjeecctt  ttoo  tthhee  rruullee..
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44.. TThhee  NN..CC..  TTiimmee  SShhaarree  AAcctt  ––  ssppeecciiffiiccaallllyy,,  eexxaammpplleess  ooff  wwhhaatt  ccoonnssttiittuutteess  aa  ““ttiimmee  sshhaarree””  
((NNCCGGSS  9933AA--4411((99))  aanndd  tthhee  rreeqquuiirreemmeennttss  ttoo  pprroovviiddee  aa  ppuubblliicc  ooffffeerriinngg  ssttaatteemmeenntt..

REAL ESTATE FINANCE

11.. CChhaarraacctteerriissttiiccss  ooff  ccoonnssttrruuccttiioonnss  llooaannss..

22.. AAddjjuussttaabbllee  rraattee  llooaannss  ––  tteerrmmss  ssuubbjjeecctt  ttoo  ppeerriiooddiicc  cchhaannggee  bbyy  tthhee  lleennddeerr..

33.. BBaassiicc  ddiiffffeerreenncceess  aanndd  ccoommppaarraattiivvee  aaddvvaannttaaggeess  aammoonngg  ccoonnvveennttiioonnaall,,  FFHHAA  aanndd  VVAA  llooaannss..

44.. FFHHAA--IInnssuurreedd  LLooaannss  ––  ppuurrppoossee  ooff  tthhee  iinnssuurraannccee;;  pprrootteecctteedd  ppaarrttiieess..

REAL ESTATE VALUATION (APPRAISAL)

11.. UUssee  ooff  tthhee  vvaarriioouuss  aapppprrooaacchheess  ttoo  vvaalluuee  wwhheenn  aapppprraaiissiinngg  ddiiffffeerreenntt  ttyyppeess  ooff  pprrooppeerrttyy..

22.. CCoonncceepptt  ooff  ““aarrmm’’ss  lleennggtthh  ttrraannssaaccttiioonn””  wwiitthh  rreeggaarrdd  ttoo  sseelleeccttiinngg  ccoommppaarraabbllee  pprrooppeerrttiieess..

33.. CCoonncceepptt  ooff  ““eeffffeeccttiivvee  ggrroossss  iinnccoommee””..

REAL ESTATE MATH

11.. FFiinnaannccee  CCaallccuullaattiioonnss

• Principal and Interest Calculations – remaining principal balance after PITI payment.
• Calculation of lender’s effective yield on a mortgage loan with discount points using general 

“rule of thumb”.

22.. MMiisscceellllaanneeoouuss  CCaallccuullaattiioonnss

• Percentage increase in equity over time based upon a stated annual rate of appreciation.
• Percentage of profit on a sale.
• Calculating the area of a rectangular lot, to the nearest square foot, with length and width 

(or frontage and depth) provided in terms of feet and inches.
• Income Tax Calculations related to sale of home, more specifically, calculation of adjusted basis 

for tax purposes at time of sale and calculation of taxable gain on sale.

33.. CClloossiinngg  SSttaatteemmeenntt  PPrroorraattiioonnss//CCaallccuullaattiioonnss

• Mini closing statement problem. Net amount of cash owed by buyer at closing.


