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SUMMARY OF MATH FORMULAS 

Percentages 
Part = Whole X Rate% 
Whole = Part ÷ Rate% 
Rate = Part ÷ Whole X 100 
Percentage Change = (New Value – Old Value) ÷ Old Value X 100 

 

Mean, Median and Mode 
Mean (Average) = Add all Values & Divide by Number of Values. 
Median = Middle Value. Arrange values in ascending order. 
►Tip: (If Even values then Take 2 Middles and Divide by 2) 

Mode = Value that Appears Most Frequently. 

 

Area (Square Feet or Square Metres) 
Rectangle = Length X Width 
Area of Triangle = ½ X Base X Height 
Parallelogram = Length X Perpendicular Height 
Trapezoid = ½ X Sum of Parallel Sides X Perpendicular Height 

 

Volume (Cubic Feet or Cubic Yard) 
Volume of Driveway = Length X Width X Height    
Volume of Gable/Sloped Roof Building = Floor Area X Height 
Height = Wall height + ½ Roof Height + 0.5  
►Tip: If Cost is Per Cubic Yard ― Divide by 27 

 

Mortgage Math 
Liquid Assets = (Purchase Price + Closing Costs) ― Mortgage Loan 
GDS Ratio = (PI+ T) ÷ Annual Income X 100 
TDS Ratio = (PI + T + Other Debt) ÷ Annual Income X 100 
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Monthly Payment = Monthly Mortgage Payment Factor X Loan ÷ 1000 
Overall Average Interest Rate  
= (1st Mortgage X Int Rate) + (2nd Mortgage X Int Rate) ÷ Total Loan X 100 

 
To Calculate Payment (3 Steps) 

1. Multiply Income with GDS% (or TDS%) 
2. Subtract Annual Taxes (and Annual Loan, if TDS%) 
3. Divide by 12  ►Divide by 26 for Biweekly Payment 

Maximum Loan = Mortgage Payment ÷ Payment Factor X 1000 
Down Payment = Purchase Price – Mortgage Loan 
 

Capitalization 
1. Potential Gross Income  
2. Less: Vacancy and Bad Debt  
3. Effective Gross Income = Potential Income – Vacancy Loss 
4. Net Operating Income (NOI) = Effective Income – Operating Expenses 
Value (V) = Net Operating Income ÷ Cap Rate 
►  V = I ÷ R  ►  I = V X R   ►  R = I ÷ V 
 

Property Tax 
Tax Rate = Tax Budget ÷ Tax Base X 100 
Property Tax = Assessed Value X Tax Rate 
►Tip: Tax Budget is also written as ‘Amount of Taxes to be Collected’ 

 
------------------ 

Back to Table of Contents 
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PART I – SUMMARY NOTES 

1. THE REAL ESTATE CAREER 

1.1 The Real Estate Brokerage 

Terminology 

x Real Estate Trading: Any activity which is related to sale, purchase, acquisition, 
disposition, exchange, leasing, or any other transaction of real estate is called real estate 
trading. 

x Brokerage: A business operation which deals in real estate on behalf of others. 
x Agent and Client: An Agent is hired by a Client to represent it in a transaction with a Third 

Party. A real estate brokerage is considered the Agent of a Client/Principle (seller or 
buyer).  

x Salesperson/Broker: Salespersons and Brokers are considered Employees of the 
brokerage for trading purposes. 

x Ripple Effect: Series of events that occur as a result of new development. Examples – 
jobs for construction workers, new consumers for local businesses, tax revenue for the 
municipality, jobs for renovation people, business for professionals (lawyers, appraisers) 
and real estate salespeople. 

Real Estate Brokerage 

x A real estate brokerage may be a corporation, a partnership or a sole proprietorship 
business. 

x Every brokerage must have a Broker of Record and is treated as employee of brokerage. 
 

x A brokerage may be an independent brokerage or a franchise brokerage and, it may be 
a limited service brokerage or a full service brokerage. 
 

x Corporation: A Corporation brokerage provides distinction between the owners 
(shareholders) and the business. 
 

x Partnership: A brokerage owned by two or more partners who have a Partnership 
Agreement. A change in partnership is considered new partnership and new registration 
is required. Partnership is personal and every partner has several and joint liability. 
 

x Sole Proprietorship: A brokerage owned by a single person who owns all assets but is 
also responsible for all liabilities. The brokerage must run using the name of the owner 
and the owner must be its Broker of Record. the is a personal business, and all assets 
and liabilities are personal. 
 

x Branch Office: A branch must have a separate registration and a Branch Manager. The 
Branch Manager may be a broker or a salesperson with 2 years’ experience and under 
direct supervision of a brokerage. 
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1.2 Working with a Brokerage 

Employee vs. Independent Contractor 

x Salespersons and brokers must be employed by a brokerage either as an Employee or 
as an Independent Contractor. 

x The difference between an employee and independent contractor is only for tax 
purposes (Canada Revenue Agency). 

x For real estate trading purposes, both the Employees and Independent Contractors are 
treated as Employees. 

x In both cases, the brokerage is responsible for the trading activities of the salespersons 
and brokers. 

x The Canada Revenue Agency (CRA) uses Common Law tests to determine whether a 
salesperson is an Employee or an Independent Contractor. 
 

x Employee: The job is regulated under Employment Standards Act (ESA). 
¾ The employee salesperson does not pay any Desk Fee. 
¾ The brokerage bears operating expenses. 
¾ Paid a salary or salary plus commission and may be getting certain benefits such 

as Employment Insurance, Health Insurance, etc. 
¾ Taxes are deducted by the brokerage from salary. 

 
x Independent Contractor: The job is regulated under Real Estate and Business Brokers 

Act 2002 (REBBA 2002). 
¾ The salesperson works using his/her own judgment and method 
¾ The independent contractor salesperson typically pays a desk fee and/or other 

administration fees. 
¾ These salespersons are responsible for their own expenses such as advertising, 

car insurance, etc.  
¾ They are typically paid a commission through their brokerage which is subject to a 

Split or administration charges. 

Remuneration 

x Independent Contractor salespersons and brokers are typically paid commission. 
x Commission may be a percentage of sale price or a fixed amount (flat fee) or a 

combination of both. 
x The total commission is typically collected by Listing Brokerage from sellers’ lawyer. 
x Commission Sharing: Commission is divided into two parts – listing portion and selling 

portion.  
¾ Commission Distribution: Division of commission between listing and selling 

portions for different brokerages. 
¾ Commission Allocation: Division of commission between listing and selling portions 

within the same brokerage. 
 

x Commission Split: Division of commission between a brokerage and its salesperson. 
x Conventional Plans: In this case, the brokerage keeps a large part of the commission, 

such as 50/50 split or 60/40 split. 
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x Desk Fee or Split Plans:  Salespersons/brokers pay a monthly Desk Fee but pay smaller 
part of commission to brokerage, such as 90/10 or 95/5 split. 

1.3 Typical Listing and Selling Process 

x Listing: The Listing Brokerage (as Agent) and the seller sign a Listing Agreement. Real 
Estate and Business Brokers Act 2002 (REBBA 2002) makes certain disclosures 
mandatory before the brokerage obtains the Listing. The sellers must receive a copy of 
the agreement immediately. 
 

x Prospecting: This refers to searching the qualified buyers for the property who are looking 
for the same type of property, location and price range. 
 

x Qualifying and Showing: This refers to understanding buyers’ needs and wants. The 
activities depend on whether the buyer is represented by the broker age or is only being 
provided selected services. Required disclosures must be made to the buyer before 
entering into any agreement. 

 
x Offer Preparation: The salesperson has a responsibility to ensure that the offer and other 

documents include all terms and conditions required by the buyer. The offer must have 
all elements to create a binding contract.  
 

x Offer Presentation & Negotiations: This refers to conveying the buyers’ offer to the seller. 
The offer may be accepted, rejected or countered by the sellers. When accepted, the 
copies of offer are given to both parties. The buyers give a deposit which is kept by the 
Listing Brokerage in a Real Estate Trust Account until closing date.  
 

x Follow Up After Sale: This refers to follow up on fulfillment of conditions and related 
written notifications to the sellers to make the offer a legally binding agreement. In case 
the conditions are not fulfilled or waived by the buyer, the offer becomes null and void. 

1.4 The Real Estate Industry in Ontario 

Industry Organization 

x The real estate industry is organized in three main levels – National, Provincial and Local. 
x Membership in Organized Real Estate is not mandatory but if a real estate brokerage is 

a member, it may require all its salespersons and brokers to become members. 

National 

x Canadian Real Estate Association (CREA) looks after national activities in real estate. 
x It owns trademarks such as MLS® and REALTOR®. 

Provincial and Territorial 

x Ontario Real Estate Association (OREA)® is at provincial level. 
x Its main functions include – 

¾ Development and delivery of education, 
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¾ Lobbying with provincial government, 
¾ Arbitration among real estate boards, and 
¾ Standardization of forms. 

Local Boards 

x Local Real Estate Boards have pre-defined jurisdictions. 
x They manage day-to-day activities of the Multiple Listing Service (MLS)®. 
x They make board by-laws and provide arbitration service to member brokerages. 
x Board by-laws regulate co-operation between brokerage for showings, negotiating 

offers, etc. 

Related Professional Organizations 

x Appraisal Institute of Canada: Professional designations awarded by this institute are - 
Canadian Residential Appraiser (CRA), Accredited Appraiser Canadian Institute (AACI) 
and Professional Appraiser (P. App). 
 

x Real Estate Institute of Canada: This institution is an educational branch of Canadian 
Real Estate Association. It awards designations such as Fellow of Real Estate Institute 
(FRI), Certified Property Manager (CPM), Accredited Residential Manager (ARM), 
Certified Commercial Leasing Officer (CLO), etc. 
 

x The CCIM Institute: The Certified Commercial and Investment Manager (CCIM) 
designation is provided by this institute. 
 

x Society of Industrial and Office REALTORS®: The SOIR designation is provided to 
practitioners working in commercial and office real estate. 

1.5 Opportunities in Real Estate Market 

Residential Resale 

x Most salespersons go for residential resales where they find irregular working hours. 
x Most people like to view properties either during evenings or during weekends. 
x They deal with emotions of buyers and sellers and therefore people skills are extremely 

important. 

New Home Sales 

x These salespersons typically work on fixed office hours of builders/developers. 
x Their functions include showing fully completed or model homes to buyers, explain floor 

plans, optional upgrades and closing/possession dates. 
x They may also explain pre-packaged financing options to buyers. 
x These salespersons and are not involved in listing or selling of resale homes. 

 

Condominiums 
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x A Condominium Corporation is created after registration of Declaration and Description. 
x Condominiums buildings (apartments or townhouses) have Units and Common 

Elements. 
x Unit owners have exclusive ownership of their unit and also have Tenancy-in-Common 

ownership in Common Elements according to their proportionate share. 
x Unit owners pay a monthly maintenance fee to cover common expenses. 
x Unit owners are personally liable for the liabilities of the corporation. 

Rural, Recreational and Agricultural Sales 

x Salespersons working in rural areas need specialized knowledge of local by-laws, 
permitted uses of land and land use restrictions. 

x Knowledge of water wells, septic tanks, fuel tanks, etc. is required. 

Commercial Real Estate 

x Commercial real estate consists of Industrial, Commercial and Investment (ICI) 
properties. 

x Commercial buildings are classified into Single Purpose, Special Purpose and General 
Purpose. 

x Commercial real estate trading includes sale/purchase and leasing of retail, office, 
industrial properties and sale/purchase of investment properties 

x Commercial transactions usually involve complex negotiations and they take longer time 
to close. 

Property Management 

x A Property Manager works as an administrator for the property owners and assumes all 
executive functions on behalf of the owners. 

x He is responsible for dealing with tenants, keeping the property leased, maintaining the 
property, payment of expenses and collection of rents. 

x Property manager is not a Building Superintendent or a Leasing Agent. 

Mortgage Financing 

x A Mortgage Broker acts as intermediary between the lender (Mortgagee) and the 
borrower (Mortgagor). 

x They get Finder’s Fee from the lender or a Brokerage Fee from the borrower. 

Appraisal 

x Appraisers perform market valuation of properties. 
x Professional appraisers are usually members of Appraisal Institute of Canada (AIC) and 

are called Fee Appraisers. 

 

1.6 Commission Calculations 
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Typical Commission Calculation Process 

x Total Commission is received by the listing brokerage and divided into two portions: 
Listing Portion and Selling Portion. 

x If a Co-operating Brokerage is involved, it gets the selling portion. 
x Each brokerage splits the commission with its salesperson. 
x Gross to Brokerage is the commission before split. 
x Net to Brokerage is the commission after split. 
x A 70/30 split means that the Salesperson gets 70% of brokerage gross and the 

brokerage gets 30% of its gross. 

Straight Commission Calculation 
Example: Salesperson Kim of Power Realty Inc. lists a property for $309,900. The seller 

agreed to pay 5% total commission. The property is sold by salesperson Jim of a Cram Realty 
Inc. for $300,000. The listing brokerage has an even distribution policy for listing and selling 
portions. Kim works with her broker age on 80/20 split while Jim works on 70/30 split. 

Total Commission = 300,000 x 5% = $15,000 

Allocation between listing and selling portions is even (50/50). 

Gross Commission to each brokerage = 15,000 x 50% = $7,500 

Kim = 7,500 x 80% = $6,000 

Net to Power Realty = 7,500 x 20%= $1,500 

Jim = 7,500 x 70% = $5,250 

Net to Cram Realty = 7,500 x 30%= $2,250 

Reverse Calculations 
To calculate sale price of a property when you are given the commission received by a 

salesperson, his split with brokerage, the commission allocation and rate of total commission. 

►Sale Price = Salesperson Commission ÷ Split% ÷ Brokerage% ÷ Total% 
Example: Salesperson Kim of Power Realty Inc. gets a commission of $9,250 from her 

brokerage. Kim works on 85/15 split with the brokerage. The commission that Power Realty got 
was 60% of the total commission. The seller had agreed to pay 5.5% of sale price as total 
commission. What was the sale price? 

You have to work backwards. Keep dividing with percentage to go back to the sale price. 

Sale Price = 9,250 ÷ 85% ÷ 60% ÷ 5.5% 

= $329,768 
 

------------------ 
Back to Table of Contents 
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PART II – PRACTICE QUESTIONS  

SAMPLE EXAM 1 

Take a blank sheet of paper to write your answers. The Quick Answer Key is located after the 
last question followed by Detailed Answers. 

1. Which of the following statements is correct about organized real estate? 

A. OREA® is responsible for licensing of real estate salespersons in the province of 
Ontario. 

B. All registrants must abide by the CREA® Code of Ethics. 
C. REBBA 2002 does not require any registrant to become a member of organized 

real estate. 
D. It is mandatory for every registrant to become a member of organized real estate. 

2. Which of the following statements is correct about typical real estate commission? 

A. Commission is paid by the seller to the listing brokerage and then it is forwarded 
to lawyers for distribution. 

B. Commission split refers to division of commission between a brokerage and its 
salesperson. 

C. Commission allocation is decided by the seller's lawyer based on sale price.  
D. Gross commission to a brokerage is also known as the total commission paid by 

the seller.  

3. Which of the following statements correctly describes the role of a property manager? 

A. A property manager performs administrative activities on behalf if the owners.  
B. A property manager is essentially a building superintendent.  
C. Since the function of the property manager is to keep the property leased and 

collect rental income, he is essential a leasing agent.  
D. A property manager helps the owners in all financial matters including evaluation 

for the purpose of sale.  

4. Which of the following RECO insurance coverage does not have a provision for 
deductible when a salesperson makes a claim? 

A. Errors and omissions 
B. Commission protection 
C. Negligent representation 
D. Consumer deposit protection 

5. Which of the following is a correct statement regarding real estate market? 

A. When the number of properties available for sale roughly equals the number of 
buyers the values start increasing.  

B. When the market starts correcting itself, consumer confidence increases and 
demand for real estate suddenly goes up.  

C. Real estate market is rarely impacted by demographic changes as housing is 
primary necessity and everyone must have a house. 
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D. When many builders start new subdivisions resulting in excessive inventory of new 
houses, the prices may fall.   

6. Which of the following is an example of subjective value? 

A. An owner making a recreation room by spending $25,000. 
B. The cost of replacing the roof is $3,600. 
C. A builder spending $12,000 on upgrades to a home and asking for $15,000 more. 
D. A property sold a week ago for $285,000. 

7. Which of the following is a correct statement regarding statistical analysis of economy? 

A. When consumer confidence increases it is an indication that the demand will also 
increase. 

B. A decline in purchase power of dollar is an indication of decline in consumer prices. 
C. Consumer Price Index rarely helps analysts in study and identification of the 

changes in economy. 
D. The data about resource markets is essentially comprised of labour, finances and 

consumers.  

8. Which of the following statements is correct about real estate values? 

A. Value in use is same as objective value but it is for commercial properties. 
B. Subjective value is based on perception of future benefits of ownership. 
C. Market price is an estimate of value based on buyer’s interest in a specific property. 
D. Market value is an established value based on some specific improvements. 

9. Which of the following disclosures is mandatory for consumer protection when a 
salesperson presents an offer to his client for signing? 

A. The number of years the salesperson has been registered. 
B. Motivational information of the client.  
C. Commission split of the salesperson with his brokerage.  
D. The role of the brokerage in the transaction.  

10. In order to be successful in real estate trading, the salesperson: 

A. Needs to understand the needs and wants of clients. 
B. Must make sure that clients select only the houses made by a particular builder. 
C. Should be proficient in all information related to residential structures. 
D. Must make sure that any information that harms personal interests is not disclosed. 

11. Which of the following statements is incorrect regarding real estate marketing? 

A. Market segment is based on similar housing requirements of the consumers based 
on their interests and opinions. 

B. Marketing mix is typically employed by brokerages to enhance sales. 
C. Specific advertising is targeted to a particular community. 
D. Brokerage policies govern the advertising activities of salespersons. 

12. Builders usually hire a number of salespersons for marketing activities. Which of the 
following situations would permit a salesperson to sell new homes without being registered 
by RECO? 
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DETAILED ANSWERS 

SAMPLE EXAM 1 

1. C. The Real Estate and Business Brokers Act 2002 does not require membership of 
organized real estate. 

OREA® is not responsible for licensing salespersons as this is under RECO’s authority. 
CREA® Code of Ethics is for members of the Canadian Real Estate Association only and 
not for all registrants. It is not mandatory for all registrants to become members of 
organized real estate. 

2. B. In in a typical real estate transaction the gross commission to brokerage is split with its 
salesperson. 

Commission is first collected and distributed by the listing brokerage, not by lawyers. 
Commission is also not decided by lawyers but is mutually agreed between the listing 
brokerage and the seller during listing agreement. Gross commission to brokerage refers to 
commission it receives after distribution. 

3. A. The property manager takes up administrative functions on behalf of the owners.  

A property manager is not a building superintendent or a leasing agent for the owners. He 
may help the owners in some financial matters such as collection of rental income and 
payment of expenses. But he does not undertake market valuation the property for selling 
purpose. 

4. D. The Consumer Deposit Protection insurance does not have any deductible. 

Errors and Omissions insurance coverage has a deductible of $2,500 per claim and is 
incremental with each successive claim. Commission Protection insurance has a deductible 
of $250 per claim. Claims for negligent representation are included in Errors and Omissions 
coverage. 

5. D. When builders start many new developments without considering the demand there 
may be over supply of houses. As a result, prices may start falling. 

When supply and demand of housing is roughly equal prices do not increase. Consumer 
confidence usually falls due to increase in unemployment. Real estate market is impacted 
by many factors including demographic changes. 

6. C. This is an example of subjective value because $15,000 is, in fact, the value of 
upgrades.  

Other answers give examples of objective value which considers the cost. 

7. A. An increase in consumer confidence is a positive indicator for economy and generally 
results in increase in real estate demand. This is because consumers can afford to buy 
homes. 
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A decline in purchasing power of dollar indicates inflation and thus consumer prices 
increase. Consumer price index is an important factor in analysis. The date about resource 
market includes labour and finances but not consumers. 

8. B. Subjective value is related to present worth of future benefits of ownership of property. 
It is a perception of value based on an individual’s mindset. 

Value in use is different from objective value because objective value is based on cost of 
reproduction (land and improvements). Market price is an established value and not an 
estimate. Market value is an estimate of value based on certain assumptions made during 
evaluation process. 

9. D. As per REBBA 2002 Code of Ethics, the role of the brokerage in a particular real 
estate transaction must be disclosed to all parties. 

The salesperson does not have to disclose his experience to any party to the transaction. 
The motivational information about the client is confidential and must not be disclosed. 
Salesperson’s commission split with the brokerage need not be disclosed. 

10. A. A salesperson can provide better services if he has good understanding of the needs 
and wants of the clients. 

Salespersons must not force the clients to buy a home from a particular builder. They are 
not required to be expert in all matters related to building structures. Salespersons must not 
let their personal interests interfere with the interests of the client. The interests of the client 
must be protected. 

11. C. It is incorrect to say that specific advertising is targeted to a particular community. 
Specific advertising refers to advertising a specific product, which is a particular property in 
real estate. 

Other statements regarding market segment, marketing mix and brokerage advertising 
policies are correct. 

12. B. One of the registration exemptions under REBBA 2002 is for salespersons working 
with new home builders when they are full time salaried employees and sell only new 
homes of that builder. 

Just working full time with a builder, working as independent contractor and getting 
commission for each sale does not qualify for registration exemption. 

13. C. Partners have personal liability for the business operation of the brokerage.  

A sole proprietorship business lacks continuity after death of the owner. It is incorrect to say 
that a brokerage as corporation must hire a broker of record because the owner may 
designate himself as such. REBBA 2002 has different registration requirements for 
corporation, partnership and a sole proprietorship. 

 14. A. An Employee salesperson or broker does not typically pay operating expenses or 
desk fees to the brokerage.  
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and best use does not give maximum value to only commercial use but other factors are 
involved. The principle of change states that social, political and economic changes do 
affect real estate market as it is a part of total economy. 

22. B. The buyer did not consider the value of current structure and paid the land value 
only. 

This is not due to principle of change only because the use of property is being changed. It 
is also incorrect to say that the supply and demand or external factors are affecting value. 

23. D. The principle of increasing/decreasing returns states that continuously adding 
features to the property do not necessarily continue to add value. The value reaches its 
maximum level and after that the extra features become an over-improvement. 

Principle of contribution typically relates to the effect on value due to a specific feature. The 
principle of highest and best use and the principle of balance are not applicable in this 
scenario. 

24. B. Ego needs are related to someone’s social, financial or political status and he wants 
to exhibit it by having an entirely different house. 

The given scenario is not related to social, physiological or security need. 

25. D. The salesperson is trying to protect seller client’s interests by getting as much 
information as possible about the property. This helps in marketing efforts. At the same time 
the salesperson is disclosing the role of the brokerage to comply with REBBA 2002 code of 
ethics. 

Salespersons must not advise any buyer that new homes do not need inspection. Material 
facts about the property must be disclosed by sellers. The salesperson also must not force 
any client to hire a particular lawyer, home inspector or any other professional. The client 
should be given the choice to select himself. 

26. C. It is incorrect to say that cultural values rarely affect buying decisions or the buyers 
do not give importance to location. 

Purchasing a home from a particular builder only is an example of brand loyalty. Most 
buyers make buying decisions depending on their specific needs and wants during a 
particular stage of life. Market niche refers to a segment of market where most buyers have 
similar opinions, interests, backgrounds or cultural values. 

27. A. PIPEDA permits real estate brokerages and other businesses to convert paper 
documents to electronic format provided they can be reproduced when required. 

It is incorrect to say that salespersons cannot keep copies of trade related documents at 
home. Brokerages are not permitted to disclose personal, confidential or motivational 
information of clients to any third parties. Conversion of documents to electronic format is 
optional. 
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28. B. This statement gives an incorrect example of ‘product’ in marketing terminology. This 
in fact refers to ‘price’. 

Other statements are correct regarding methods of promoting services and products by real 
estate brokerages. 

29. B. 238,138; 237,200; 235,000 

►Mean: Add All Values and Divide by Number of Values, which is 13. 

= 3,095,800 ÷ 13 = 238,138 

►Median: Arrange Values in Ascending Order and Select the Middle Value 

 233,600; 234,500; 235,000; 235,000; 

 235,600; 236,800; 237,200; 238,300; 

 240,000; 242,900; 243,100 

Out of 13 Values the 7th Value 237,200 is in the Middle. 

Median = 237,200 

►Mode: The Most Repeated Value.  235,000 

30. D. Mini - $15,758.82; Skinny - $18,910.58; Brokerage - $7,354.12 
Sale Price = 795,900 X 96% = $764,064 

Total Commission = 764,064 X 5.5% = $42,023.52 

Listing and Selling Portions Are Even = 42,023.52 ÷ 2 = $21,011.76 

Listing Salesperson Split 

Commission to Mini = 21,011.76 X 75% = $15,758.82 

Commission to Brokerage = 21,011.76 X 25% = $5,252.94 

Selling Salesperson Split 

Commission to Skinny = 21,011.76 X 90% = $18,910.58 

Commission to Brokerage = 21,011.76 X 10% = $2,101.18 

Net Commission to Brokerage = 5,252.94 + 2,101.18 = $7,354.12 

31. A. Mini - $8,851.50; Kim - $13,136.75; Cram - $3,793.50; Power - $2,318.25 
Total Commission = 562,000 X 5% = $28,100 

Listing Portion 

Gross to Cram Realty Inc. = 28,100 X 45% = $12,645 

Commission Split 

Commission to Mini = 12,645 X 70% = $8,851.50 

Commission to Cram Realty = 12,645 X 30% = $3,793.50 
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Selling Portion 

Gross to Power Realty Inc. = 28,100 X 55% = $15,455 

Commission Split 

Commission to Kim = 15,455 X 85% = $13,136.75 

Commission to Power Realty = 15,455 X 15% = $2,318.25 

32. A. $550,000 
Since the brokerage kept 15% of its gross commission, the split is 85/15. 

Even distribution means 50/50 allocation for listing and selling parts. 

Sale Price = 11,687.50 ÷ 85% ÷ 50% ÷ 5% = $550,000 

►Note: Keep dividing with given percentages in order. 

33. B. $350,000 

Mortgage Loan is 8/10th of Value or 80% of value. 

This means the Down Payment (Equity) is 20%. 

The 20% Equity is $70,000. 

Value of House = 70,000 ÷ 20% = $350,000 

34. C. 23,141 Square Feet 
2.5 Acres = 2.5 X 43,560 = 108,900 Square Feet 

Less 15% = 108,900 – 15% = 92,565 Square Feet 

Each Parcel of Land = 92,565 ÷ 4 = 23,141 Square Feet 

35. D. Property C, Property A, Property B 

Sale to List Price Ratio 

Property A = 805,000 ÷ 824,900 X 100 = 97.59% 

Property B = 788,500 ÷ 799,900 X 100 = 98.57% 

Property C = 776,200 ÷ 809,900 X 100 = 95.84% 

Ascending Order: Property C, Property A, Property B 

36. B. 10%; 9.09%; $4,500 

Annual Rent Last Year = $12.50 

Annual Rent This Year = (12.50 + 1.25) = $13.75 

Annual Rent Next Year = (13.75 + 1.25) = $15.00 

Percentage Change from Last Year to This Year 

= (13.75 -12.50) ÷ 12.50 X 100 = 10% 

Percentage Change from This Year to Next Year 
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= (15.00 - 13.75) ÷ 13.75 X 100 = 9.09% 

Monthly Rent Next Year = 3,600 X 15.00 ÷ 12 = $4,500 

37. C. Yes, the lot meets requirements and Binny can build 647.48 Square Metres. 
Total Lot Area = 2 X 43,560 = 87,120 Square feet 

Convert to Square Metres 

= 87,120 X 0.0929 = 8,093.45 Square Metres 

YES, Binny’s Lot Meets Requirements.  
Extension Permitted = 8,093.58 X 8% = 647.48 Square Metres 

38. A. 2,196 Square Metre  

Area of the Right Angled Triangle = 197 X 240 ÷ 2 = 23,640 Square Feet 

Convert to Square Metre = 23,640 X 0.0929 = 2,196 Square Metre 

39. C. 5,305.53 Square Feet 
Convert the Height to Feet = 15.7 X 3.281 = 51.51 Feet 

Area of the Trapezoid = (86 + 120) X 51.51 ÷ 2 

= 5,305.53 Square Feet 

40. A. 210.12 Square Metre 

Area of Full Rectangle = 16.6 X 14.8 = 245.68 Square Metre 

Area of Upper Rectangle = (16.6 ― 4.6 ― 4.6) X 1.8 

= 7.2 X 1.8 = 12.96 Square Metre 

Area of Left Rectangle = (14.8 ― 7.2) X 1.5 

= 7.6 X 1.5 = 11.4 Square Metre 

Area of Bottom Rectangle = 5.6 X 2 = 11.2 Square Metre 

Area of Shaded Portion = 245.68 – 12.96 – 11.4 – 11.2 = 210.12 Square Metre 

41. B. $1,356 

Volume of Driveway = 45.5 X 24.75 X (4 ÷ 12) = 375.38 Cubic Feet 

Cost = 375.38 X 97.50 ÷ 27 = $1,356 

42. A. $109,000 

Wall Height = (2.89 X 3.281) + (7.5 ÷ 2) + 0.5 

= 9.48 + 3.75 + 0.5 = 13.73 Feet 

Volume = 1,460 X 13.73 = 20,045.80 Cubic Feet 

Cost = 20,045.80 X 146.80 ÷ 27 

= $108,989.75. Rounded to $109,000. 
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43. D. 2,672 Square Feet 
Area of the First Floor = 46.8 X 34 = 1,591.20 Square Feet 

Area of Second Floor = 46.8 X 22 = 1,029.60 Square Feet 

Area of Dormer 1 = 4.25 X 5.30 = 22.53 Square Feet 

Area of Dormer 2 = 4.70 X 6.10 = 28.67 Square Feet 

Total Area = 1,591.20 + 1,029.60 + 22.53 + 28.67 

= 2,672 Square Feet 

44. B. $1,543,872 

Height of Building = 21.5 Feet 

Volume = 136 X 64 X 21.5 = 187,136 Cubic Feet 

Cost = 187,136 X 8.25 = $1,543,872 

►Tip: Do not add 0.5 feet because it is already added. 

45. C. $87,300 

Annual PI Payments = 1,683.46 X 12 = $20,201.52 

Annual Loan Payment = 515.30 X 12 = $6,183.60 

Annual Income = (20,201.52 + 6,800 + 6,183.60) ÷ 38% 

= $87,329.26. Rounded to $87,300. 

46. A. $1,809.16 

Annual PI Payment = (78,000 X 32%) ― 3,250 = $21,710 

Monthly PI Payment = 21,710 ÷ 12 = $1,809.17 

47. B. $227,456 

Step 1: Calculate Monthly P & I Payment 

Annual Tax = 321.68 X 12 = $3,860.16 

Annual Loan = 340 X 12 = $4,080 

Annual PI Payment = (62,500 X 40%) – 3,860.16 – 4,080 = $17,059.84 

Monthly PI Payment = 17,059.84 ÷ 12 = $1,421.65 

Step 2: Locate Monthly Mortgage Payment Factor from the Charts 

Payment Factor for 5.75% Interest Rate, 25 Year Amortization = 6.250221 

Maximum Loan = 1,421.65 ÷ 6.250221 X 1000 = $227,456 

►Note: Mortgage Payment Factors are provided in exam. 

48. D. $790,740 

Total Closing Costs = 15,280 + 1,560 + 4,800 + 1,600 + 3,500 = $26,740 
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DETAILED ANSWERS 

SAMPLE EXAM 2 

1. A. The primary function of the Real Estate Council of Ontario (RECO) is to protect public 
interest, trust and confidence in real estate trading. RECO is an administrative which 
enforces the Real Estate and Business Brokers Act 2002 (REBBA 2002). 

Multiple Listing Service® is maintained by the local real estate board. The CREA Code of 
Ethics is for members of organized real estate and outside the jurisdiction of RECO. 
Standards of education are set by RECO but delivery of courses is currently undertaken by 
the Ontario Real Estate Education® (OREA®). 

2. C. Unit refers to a defined space in a condominium building. Common elements are all 
areas in the building except units. 

Unit owners usually do not participate in the registration process. Unit owners are not only 
responsible for their own unit but also for liabilities of the corporation. Declaration and 
Description are the two documents required for registration of a condominium corporation. 
An Article of Incorporation is for a business corporation in general. 

3. A. It is very important to have knowledge of local regulations in order to trade in rural 
properties because many provincial federal or local by-laws may restrict the use of property. 

The transactions in rural properties are not similar to transactions urban areas. It is not 
required that a salesperson joins a rural brokerage to trade in those properties. 

4. C. Subjective value is in the minds of buyers or sellers. It is a perception of value. Jenny 
thinks that painting the house will increase its value by $8,000. 

All other options are describing the cost, which is an objective value. 

5. B. This statement is false regarding mandatory continuing education requirements. Every 
salesperson and broker must complete mandatory continuing education after the initial 2 
years of articling period. If these courses are not completed the registrar may refuse 
renewal of registration. Completion of additional articling courses is not a substitute for 
mandatory continuing educational courses. 

6. B. Consumers consider various factors when deciding to buy a property. 

The decision is not just based on what friends and relatives are doing. Cultural values are 
not ignored. People of different mind sets or age groups typically have different choices for 
real estate. 

7. A. Real estate is immobile (fixed location) and local economy affects values. 

The real estate market is slow in adjusting to overall economic conditions. Data about 
transactions is not public but private matters. Real estate business cycles are different than 
typical business cycle. 
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8. A. The Multiple Nuclei Theory of urban development considers several central business 
district zones instead of just one. 

Other theories of urban development consider one central business district. 

9. D. A copy of consumer report (credit report) is not attached to the application for 
registration. Only disclosure has to be made.  

Other options are incorrect because all these documents are required with the application. 

10. C. The reason for declining values is the increase in listings. In other words, the supply 
of real estate has gone up while demand may not have increased. 

This explanation makes all other options incorrect. 

11. B. REBBA 2002 makes no difference between an employee and an independent 
contractor status for the trading purposes. Bothe are treated as employees. 

The brokerage is responsible for the activities of both employees and independent 
contractors. The employee does not work according to his own judgment or methods but it 
the independent contractor who does so. 

12. B. Being a permanent resident is not definitely a reason for refusal of registration. 

A proposal for settlement of debt, giving false information in application and any pending 
criminal charges may be a reason for refusal. 

13. D. In an agency relationship, the brokerage is the agent and the seller is a client.  

Salesperson Kim is only an employee of the brokerage Cram Realty Inc. A third party is a 
party who is not connected with this transaction for now. 

14. A. If a person himself sells an owned property, he is not required to be registered. 

A solicitor is exempted when the trade is made in the course of his regular activities. An 
employee of the builder is exempted from registration when he is working as a full time 
employee not as an independent contractor. Also he must be on salary (not on commission) 
and sells only new homes of that builder. 

15. B. It is the salesperson’s agreement with the brokerage which decides what happens to 
representation and customer service agreements in case the employee changes a 
brokerage. Additionally, the party to the agreement must also give their consent. 

The representation agreements procured by the salesperson do not automatically get 
terminated and do not always stay with the brokerage. 

16. D. Suspension of registration or imposition of a fine is not immediate. The action taken 
by registrar depends on the nature of the complaint. 


