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Section 4: Closing Preparations &  

Procedures Notebook Guide

1. Co-ordinates the process

2. Issues validity of title opinions

3. Prepares closing documents

4. Conducts the closing

5. Buyer

6. A copy of the seller’s deed

7. Accurate HOA information

8. Info on the seller’s title insurance

9. Current and accurate copy of contract

10. Bills and invoices to be paid at closing

11. 14 days

12. Attorney’s opinion letter

13. ALTA policy for the lender

14. Owner’s policy for the buyer

15. Buyer

16. One-time charge

17. When policy is issued at closing

18. Recording

19. All funds over $5,000

20. No sooner than 10 days prior to settlement

21. Disclosure

22. Eliminate kickbacks

23. Federally related loan (any loan government can regulate)

24. 1–4 family residential

25. Cash transactions

26. Vacant land

27. Commercial transactions

28. Seller carrybacks



Section 4: Closing Preparations &  

Procedures Notebook Guide (CONTINUED)

29. 3 days

30. Loan application

31. Required APR per TILA

32. Consumer Settlement Costs booklet

33. Lender

34. ONLY

35. Credit report

36. Anything of value

37. Settlement service providers

38. Referral fees between licensees

39. Crediting commissions to clients for costs

40. Receipt of bonuses by a licensee from someone other than settlement service provider

41. Affiliated business arrangements

42. Disclosure of relationship 

43. Cannot require use

44. Must disclose all fees to be charged

45. Settlement service providers

46. Consumer Financial Protection Bureau (CFPB)

47. TRID

48. TILA/RESPA Integrated Disclosures

49. Lender

50. Closing disclosure

51. Borrower

52. 3 days

53. Lender business days

54. 3rd day

55. Thursday

56. Monday
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Section 4: Closing Preparations &  

Procedures Notebook Guide (CONTINUED)

57. Not negotiable

58. Waived

59. Confidential

60. Separate

61. Accuracy 

62. Completeness

63. APR increases

64. Prepayment penalty added

65. Basic loan product changes

154 Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition



Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition 155

Section 5: 
The Closing Disclosures

Preparation & Review

Guide to Success



The Closing Disclosures

Costs and fees that are paid by the seller include 

all of the following:

1. __________________________________________

2. __________________________________________

3. __________________________________________

4. __________________________________________

5.__________________________________________________________________________

6.__________________________________________________________________________

Costs and fees that are paid by the buyer include all of the following:

7. __________________________________ 13.__________________________________

8. __________________________________ 14.__________________________________

9. __________________________________ 15.__________________________________

10. __________________________________ 16.__________________________________

11. __________________________________ 17.__________________________________

12. __________________________________

When fees are indicated to be 18.______________________, POC means that those fees

have been 19.___________________________________ and they are not collected at closing. 
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The Closing Disclosures (CONTINUED)

Mortgage Interest is
Paid in Arrears

Borrowers Pay Items 
in Advance to 
Lenders to Set Up
Reserve/Escrow
Accounts for Taxes,
Insurance, and
Mortgage Insurance

Handling Seller Paid Loan Costs

When the seller is paying portions of the buyer’s costs:

• Charge the costs to the 20. _________________________ on the 1st page.

• Debit the seller and credit the buyer on the 2nd page.
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The Closing Disclosures (CONTINUED)

Brokerage Retention of Earnest Money

When the brokerage is retaining the EM and not delivering it to the attorney:

• Reduce the 21._____________________________ on the 1st page.

• Deduct the amount of the earnest money from the 22._________________ on page 2.

When a Transfer Involves a Rental Property

The new owner must 23.________________________

all rental agreements. On Vacation Rentals only those

leases for 180 days.

• Security deposits appear as 24.__________________ for the 25.__________________.

• They appear as a 26.__________________ for the 27.__________________.

Rents May Have to Be Prorated per the Following Example

Example: A buyer is purchasing a rental property from the seller. The total rent collected each

month is $1,850. Closing is on September 14. The tenant has already paid the rent for the

month of September. What will be the Closing Disclosure entry?

Answer: $1,850 ÷ 30 (#of days in September) = $61.6667 per day in rent

Seller owned the property for 14 days and is entitled to rent of $61.667 × 14 = $863.33

Tenant paid $1,850 – $863.33 = Amount due to buyer $986.67

Debit the seller and credit the buyer $968.67
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Section 5: The Closing Disclosures

Notebook Guide

1. Commission

2. Deed preparation

3. Mortgage payoff

4. Lien release recording

5. Excise tax

6. Unpaid or double debit taxes

7. Loan origination fees

8. Discount points

9. Interest on loan

10. Mortgage insurance

11. Homeowner’s insurance

12. Reserves deposited with lender

13. Closing attorney fees

14. Title insurance premium

15. Recording of mortgage lien

16. Surveys/inspections

17. Courier fees

18. POC

19. Paid outside of closing

20. Buyer

21. Commission

22. Seller

23. Honor

24. Debit

25. Seller

26. Credit

27. Buyer
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Loan Costs

CLOSING DISCLOSURE LOAN ID # 0000000000

Borrower-Paid Seller-Paid Paid by  
Others

At Closing Before Closing At Closing Before Closing

A. Origination Charges

01        % of Loan Amount (Points)

02 

03 

04 

05 

06 

07  

08 

B. Services Borrower Did Not Shop For

01 

02 

03 

04 

05 

06  

07 

08 

09 

10 

C. Services Borrower Did Shop For 

01 

02 

03 

04 

05 

06 

07 

08 

D. TOTAL LOAN COSTS (Borrower-Paid)

Loan Costs Subtotals (A + B + C)

J. TOTAL CLOSING COSTS (Borrower-Paid)

Closing Costs Subtotals (D + I)

Lender Credits

Closing Cost Details

E. Taxes and Other Government Fees

01 Recording Fees               Deed:                Mortgage: 

02 

F. Prepaids 

01 Homeowner’s Insurance Premium (     mo.) 

02 Mortgage Insurance Premium (     mo.)

03 Prepaid Interest  (            per day from             to )

04 Property Taxes  (     mo.)

05 

G. Initial Escrow Payment at Closing

01 Homeowner’s Insurance per month for     mo.

02 Mortgage Insurance per month for     mo.

03 Property Taxes per month for     mo.

04 

05 

06 

07 

08 Aggregate Adjustment

H. Other

01 

02 

03 

04 

05 

06 

07 

08 

I. TOTAL OTHER COSTS (Borrower-Paid)

Other Costs Subtotals (E + F + G + H)

Other Costs

Loan Origination Fee

Appraisal Fee

Attorney's Closing Fee

Deed Preparation

Title Ins Premium (Lender's and/or Owner's policy)

Pest Inspection Report

Survey

Excise Tax

/Seller-Paid

NCREC, October 2015

Brokerage Commission

Credit Report Fee

Home Inspection

Home Warranty

Courier Fee for Seller's Loan Payoff

Courier Fee for docs to Buyer's Lender

Closing Disclosure Core (Page 1 of 2)
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Calculating Cash to Close 

BORROWER’S TRANSACTION

K. Due from Borrower at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 Closing Costs Paid at Closing (J) 

04 

Adjustments

05 

06

07

Adjustments for Items Paid by Seller in Advance

08 City/Town Taxes to  

09 County Taxes to

10 Assessments to

11 

12 

13

14

15

L. Paid Already by or on Behalf of Borrower at Closing 

01 Deposit 

02 Loan Amount 

03 Existing Loan(s) Assumed or Taken Subject to

04 

05 Seller Credit 

Other Credits

06

07 

Adjustments

08

09 

10 

11 

Adjustments for Items Unpaid by Seller

12 City/Town Taxes     to  

13 County Taxes to  

14 Assessments to

15 

16

17

CALCULATION

Total Due from Borrower at Closing (K) 

Total Paid Already by or on Behalf of Borrower at Closing (L) 

Cash to Close    From    To Borrower 

SELLER’S TRANSACTION

M. Due to Seller at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 

04 

05 

06 

07 

08

Adjustments for Items Paid by Seller in Advance

09    City/Town Taxes to  

10    County Taxes to

11    Assessments to

12 

13

14

15

16

N. Due from Seller at Closing 

01 Excess Deposit

02 Closing Costs Paid at Closing (J) 

03 Existing Loan(s) Assumed or Taken Subject to

04 Payoff of First Mortgage Loan 

05 Payoff of Second Mortgage Loan

06 

07 

08 Seller Credit 

09 

10

11

12

13

Adjustments for Items Unpaid by Seller

14      City/Town Taxes  to  

15      County Taxes to  

16      Assessments to

17 

18

19

CALCULATION

Total Due to Seller at Closing (M) 

Total Due from Seller at Closing (N) 

Cash    From    To Seller 

Summaries of Transactions

CLOSING DISCLOSURE   LOAN ID # 0000000000

Loan Estimate Final Did this change?

Total Closing Costs (J)

Closing Costs Paid Before Closing

Closing Costs Financed  
(Paid from your Loan Amount)

Down Payment/Funds from Borrower

Deposit

Funds for Borrower

Seller Credits

Adjustments and Other Credits

Cash to Close 

Use this table to see a summary of your transaction.

Use this table to see what has changed from your Loan Estimate.

Due Diligence Fee  Due Diligence Fee

NCREC, October 2015

Closing Disclosure Core (Page 2 of 2)
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Closing Disclosure Practice #1

Based on the fact situation presented below, complete
pages 1 and 2 of the Closing Disclosure Statement 
form provided to you for this exercise and answer 
questions 1 through 4. Your two pages of the Closing
Disclosure Statement form will not be scored but must
be completed. Indicate your answers to the questions
rounding to the nearest whole dollar. For prorated entries, 
use the 365-day year method, and for prorated entries involving the seller, consider the seller
responsible for the day of closing.

Facts: Seller’s home was listed and sold by a real estate company. The standard NCAR/NCBA
Offer to Purchase and Contract form was used. Pertinent facts about the transaction include 
the following:

• Settlement date: April 18

• Contract sales price: $285,400

• Earnest money: $3,800

• Due diligence fee: $500

• Financing: Conventional 30-year loan of $256,860 at a fixed rate of 4.75%, 

with a 1% loan origination fee. Seller has agreed to pay two discount points.

• Items paid outside of closing by buyer:

o Appraisal fee: $450

o Credit report: $35

• Interim interest on buyer’s new mortgage loan through April 30

• Private mortgage insurance: $840 for first year’s premium due at closing

• Buyer’s homeowner’s insurance premium: $650 due at closing

• Reserves deposited with lender:

o 2 months’ homeowner’s insurance premiums based on cost of first year’s premium

o 2 months’ private mortgage insurance premiums based on a monthly renewal 

cost of $65

o 2 months of real property taxes based on estimated taxes for the current year

• Seller’s brokerage commission: 7% of sales price

• Seller’s mortgage loan payoff: $212,300

• Real property taxes: Based on the previous year’s tax bill, real property taxes for the 

current year are estimated to be $2,860 and will be paid later in the year by the buyer
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Closing Disclosure Practice #1 (CONTINUED)

• Miscellaneous expenses: The expenses listed below should be charged to the seller 

or buyer according to standard practice when using the NCAR/NCBA standard 

contract form:

o Settlement or closing fee: $480

o Lender’s title insuranc: $468

o Owner’s title insurance: $78

o Deed preparation: $125

o Government recording and transfer charges:

• Deed: $20

• Buyer’s mortgage (deed of trust): $47

• Excise tax based on statutory rate

o Additional settlement charges

• Survey: $450

• Wood-destroying insect report: $230

• Homeowner’s warranty provided by the seller: $480

• Courier fee to pay off seller’s mortgage: $20
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Loan Costs

CLOSING DISCLOSURE LOAN ID # 0000000000

Borrower-Paid Seller-Paid Paid by  
Others

At Closing Before Closing At Closing Before Closing

A. Origination Charges

01        % of Loan Amount (Points)

02 

03 

04 

05 

06 

07  

08 

B. Services Borrower Did Not Shop For

01 

02 

03 

04 

05 

06  

07 

08 

09 

10 

C. Services Borrower Did Shop For 

01 

02 

03 

04 

05 

06 

07 

08 

D. TOTAL LOAN COSTS (Borrower-Paid)

Loan Costs Subtotals (A + B + C)

J. TOTAL CLOSING COSTS (Borrower-Paid)

Closing Costs Subtotals (D + I)

Lender Credits

Closing Cost Details

E. Taxes and Other Government Fees

01 Recording Fees               Deed:                Mortgage: 

02 

F. Prepaids 

01 Homeowner’s Insurance Premium (     mo.) 

02 Mortgage Insurance Premium (     mo.)

03 Prepaid Interest  (            per day from             to )

04 Property Taxes  (     mo.)

05 

G. Initial Escrow Payment at Closing

01 Homeowner’s Insurance per month for     mo.

02 Mortgage Insurance per month for     mo.

03 Property Taxes per month for     mo.

04 

05 

06 

07 

08 Aggregate Adjustment

H. Other

01 

02 

03 

04 

05 

06 

07 

08 

I. TOTAL OTHER COSTS (Borrower-Paid)

Other Costs Subtotals (E + F + G + H)

Other Costs

Loan Origination Fee

Appraisal Fee

Attorney's Closing Fee

Deed Preparation

Title Ins Premium (Lender's and/or Owner's policy)

Pest Inspection Report

Survey

Excise Tax

/Seller-Paid

NCREC, October 2015

Brokerage Commission

Credit Report Fee

Home Inspection

Home Warranty

Courier Fee for Seller's Loan Payoff

Courier Fee for docs to Buyer's Lender

Closing Disclosure Core (Page 1 of 2)
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Calculating Cash to Close 

BORROWER’S TRANSACTION

K. Due from Borrower at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 Closing Costs Paid at Closing (J) 

04 

Adjustments

05 

06

07

Adjustments for Items Paid by Seller in Advance

08 City/Town Taxes to  

09 County Taxes to

10 Assessments to

11 

12 

13

14

15

L. Paid Already by or on Behalf of Borrower at Closing 

01 Deposit 

02 Loan Amount 

03 Existing Loan(s) Assumed or Taken Subject to

04 

05 Seller Credit 

Other Credits

06

07 

Adjustments

08

09 

10 

11 

Adjustments for Items Unpaid by Seller

12 City/Town Taxes     to  

13 County Taxes to  

14 Assessments to

15 

16

17

CALCULATION

Total Due from Borrower at Closing (K) 

Total Paid Already by or on Behalf of Borrower at Closing (L) 

Cash to Close    From    To Borrower 

SELLER’S TRANSACTION

M. Due to Seller at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 

04 

05 

06 

07 

08

Adjustments for Items Paid by Seller in Advance

09    City/Town Taxes to  

10    County Taxes to

11    Assessments to

12 

13

14

15

16

N. Due from Seller at Closing 

01 Excess Deposit

02 Closing Costs Paid at Closing (J) 

03 Existing Loan(s) Assumed or Taken Subject to

04 Payoff of First Mortgage Loan 

05 Payoff of Second Mortgage Loan

06 

07 

08 Seller Credit 

09 

10

11

12

13

Adjustments for Items Unpaid by Seller

14      City/Town Taxes  to  

15      County Taxes to  

16      Assessments to

17 

18

19

CALCULATION

Total Due to Seller at Closing (M) 

Total Due from Seller at Closing (N) 

Cash    From    To Seller 

Summaries of Transactions

CLOSING DISCLOSURE   LOAN ID # 0000000000

Loan Estimate Final Did this change?

Total Closing Costs (J)

Closing Costs Paid Before Closing

Closing Costs Financed  
(Paid from your Loan Amount)

Down Payment/Funds from Borrower

Deposit

Funds for Borrower

Seller Credits

Adjustments and Other Credits

Cash to Close 

Use this table to see a summary of your transaction.

Use this table to see what has changed from your Loan Estimate.

Due Diligence Fee  Due Diligence Fee

NCREC, October 2015

Closing Disclosure Core (Page 2 of 2)
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Questions for Closing Disclosure Practice #1

1. On page 1 of 2 of the Closing Disclosure on line J, what are the total borrower paid 
closing costs rounded to the nearest whole dollar?

(A) $12,118
(B) $6,981
(C) $11,400
(D) $7,300

2. On page 1 of 2 of the Closing Disclosure on line J, what are the total seller paid closing
costs rounded to the nearest whole dollar?

(A) $26,311
(B) $21,174
(C) $20,603
(D) $18,300

3. At the bottom of page 2 of the Closing Disclosure what is the cash to close from borrower
rounded to the nearest whole dollar?

(A) $30,375
(B) $25,238
(C) $23,450
(D) $21,860

4. At the bottom of page 2 of the Closing Disclosure what is the cash to seller at closing
rounded to the nearest whole dollar?

(A) $24,600
(B) $22,500
(C) $45,443
(D) $15,680
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Closing Disclosure Practice #2

Based on the fact situation presented below, complete
pages 1 and 2 of the Closing Disclosure Statement
form provided to you for this exercise and answer
questions 1 through 4. Your two pages of the Closing
Disclosure Statement form will not be scored but must
be completed. Indicate your answers to the questions
rounding to the nearest whole dollar. For prorated

entries, use the 365-day year method, and for prorated entries involving the seller, consider the
seller responsible for the day of closing.

Facts: Seller’s home was listed and sold by a real estate company. The standard NCAR/NCBA
Offer to Purchase and Contract form was used. Pertinent facts about the transaction include
the following:

• Settlement date: March 13

• Contract sales price: $164,250

• Earnest money: $4,200

• Due diligence fee: $1,000

• Financing: Conventional 30-year loan of $150,500 at a fixed rate of 5.25%, 

with a 1% loan origination fee. Seller has agreed to pay 1 discount point.

• Items paid outside of closing by buyer:

o Appraisal fee: $375

o Credit report: $40

• Interim interest on buyer’s new mortgage loan through March 31

• Private mortgage insurance: $760 for first year’s premium due at closing

• Buyer’s homeowner’s insurance premium: $580 due at closing

• Reserves deposited with lender:

o 2 months’ homeowner’s insurance premiums based on cost of first year’s premium

o 2 months’ private mortgage insurance premiums based on a monthly renewal 

cost of $45

o 2 months of real property taxes based on estimated taxes for the current year

• Seller’s brokerage commission: 6.5% of sales price

• Seller’s mortgage loan payoff: $128,500

• Real property taxes: Based on the previous year’s tax bill, real property taxes for the 

current year are estimated to be $2,250 and have already been paid in full by the seller.
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Closing Disclosure Practice #2 (CONTINUED)

• Miscellaneous expenses: The expenses listed below should be charged to the seller 

or buyer according to standard practice when using the NCAR/NCBA standard 

contract form:

o Settlement or closing fee: $520

o Lender’s title insuranc: $425

o Owner’s title insurance: $65

o Deed preparation: $75

o Government recording and transfer charges:

• Deed: $30

• Buyer’s mortgage (deed of trust): $35

• Excise tax based on statutory rate

o Additional settlement charges

• Survey: $400

• Wood-destroying insect report: $215

• Homeowner’s warranty provided by the seller: $450

• Courier fee to pay off seller’s mortgage: $20
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Loan Costs

CLOSING DISCLOSURE LOAN ID # 0000000000

Borrower-Paid Seller-Paid Paid by  
Others

At Closing Before Closing At Closing Before Closing

A. Origination Charges

01        % of Loan Amount (Points)

02 

03 

04 

05 

06 

07  

08 

B. Services Borrower Did Not Shop For

01 

02 

03 

04 

05 

06  

07 

08 

09 

10 

C. Services Borrower Did Shop For 

01 

02 

03 

04 

05 

06 

07 

08 

D. TOTAL LOAN COSTS (Borrower-Paid)

Loan Costs Subtotals (A + B + C)

J. TOTAL CLOSING COSTS (Borrower-Paid)

Closing Costs Subtotals (D + I)

Lender Credits

Closing Cost Details

E. Taxes and Other Government Fees

01 Recording Fees               Deed:                Mortgage: 

02 

F. Prepaids 

01 Homeowner’s Insurance Premium (     mo.) 

02 Mortgage Insurance Premium (     mo.)

03 Prepaid Interest  (            per day from             to )

04 Property Taxes  (     mo.)

05 

G. Initial Escrow Payment at Closing

01 Homeowner’s Insurance per month for     mo.

02 Mortgage Insurance per month for     mo.

03 Property Taxes per month for     mo.

04 

05 

06 

07 

08 Aggregate Adjustment

H. Other

01 

02 

03 

04 

05 

06 

07 

08 

I. TOTAL OTHER COSTS (Borrower-Paid)

Other Costs Subtotals (E + F + G + H)

Other Costs

Loan Origination Fee

Appraisal Fee

Attorney's Closing Fee

Deed Preparation

Title Ins Premium (Lender's and/or Owner's policy)

Pest Inspection Report

Survey

Excise Tax

/Seller-Paid

NCREC, October 2015

Brokerage Commission

Credit Report Fee

Home Inspection

Home Warranty

Courier Fee for Seller's Loan Payoff

Courier Fee for docs to Buyer's Lender

Closing Disclosure Core (Page 1 of 2)
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Calculating Cash to Close 

BORROWER’S TRANSACTION

K. Due from Borrower at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 Closing Costs Paid at Closing (J) 

04 

Adjustments

05 

06

07

Adjustments for Items Paid by Seller in Advance

08 City/Town Taxes to  

09 County Taxes to

10 Assessments to

11 

12 

13

14

15

L. Paid Already by or on Behalf of Borrower at Closing 

01 Deposit 

02 Loan Amount 

03 Existing Loan(s) Assumed or Taken Subject to

04 

05 Seller Credit 

Other Credits

06

07 

Adjustments

08

09 

10 

11 

Adjustments for Items Unpaid by Seller

12 City/Town Taxes     to  

13 County Taxes to  

14 Assessments to

15 

16

17

CALCULATION

Total Due from Borrower at Closing (K) 

Total Paid Already by or on Behalf of Borrower at Closing (L) 

Cash to Close    From    To Borrower 

SELLER’S TRANSACTION

M. Due to Seller at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 

04 

05 

06 

07 

08

Adjustments for Items Paid by Seller in Advance

09    City/Town Taxes to  

10    County Taxes to

11    Assessments to

12 

13

14

15

16

N. Due from Seller at Closing 

01 Excess Deposit

02 Closing Costs Paid at Closing (J) 

03 Existing Loan(s) Assumed or Taken Subject to

04 Payoff of First Mortgage Loan 

05 Payoff of Second Mortgage Loan

06 

07 

08 Seller Credit 

09 

10

11

12

13

Adjustments for Items Unpaid by Seller

14      City/Town Taxes  to  

15      County Taxes to  

16      Assessments to

17 

18

19

CALCULATION

Total Due to Seller at Closing (M) 

Total Due from Seller at Closing (N) 

Cash    From    To Seller 

Summaries of Transactions

CLOSING DISCLOSURE   LOAN ID # 0000000000

Loan Estimate Final Did this change?

Total Closing Costs (J)

Closing Costs Paid Before Closing

Closing Costs Financed  
(Paid from your Loan Amount)

Down Payment/Funds from Borrower

Deposit

Funds for Borrower

Seller Credits

Adjustments and Other Credits

Cash to Close 

Use this table to see a summary of your transaction.

Use this table to see what has changed from your Loan Estimate.

Due Diligence Fee  Due Diligence Fee

NCREC, October 2015

Closing Disclosure Core (Page 2 of 2)
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Questions for Closing Disclosure Practice #2

1. On page 1 of 2 of the Closing Disclosure on line J, what are the total borrower paid clos-
ing costs rounded to the nearest whole dollar?

(A) $5,800
(B) $6,284
(C) $7,013
(D) $8,240

2. On page 1 of 2 of the Closing Disclosure on line J, what are the total seller paid closing
costs rounded to the nearest whole dollar?

(A) $10,900
(B) $11,550
(C) $11,800
(D) $12,325

3. At the bottom of page 2 of the Closing Disclosure what is the cash to close from borrower
rounded to the nearest whole dollar?

(A) $15,594
(B) $16,480
(C) $15,864
(D) $17,900

4. At the bottom of page 2 of the Closing Disclosure what is the cash to seller at closing
rounded to the nearest whole dollar?

(A) $19,560
(B) $20,435
(C) $22,680
(D) $23,501
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Closing Disclosure Practice #3

Based on the fact situation presented below, complete
pages 1 and 2 of the Closing Disclosure Statement 
form provided to you for this exercise and answer 
questions 1 through 4. Your two pages of the Closing
Disclosure Statement form will not be scored but must
be completed. Indicate your answers to the questions
rounding to the nearest whole dollar. For prorated entries, 
use the 365-day year method, and for prorated entries involving the seller, consider the seller
responsible for the day of closing.

Facts: Seller’s home was listed and sold by a real estate company. The standard NCAR/NCBA
Offer to Purchase and Contract form was used. Pertinent facts about the transaction include
the following:

• Settlement date: September 9

• Contract sales price: $232,500

• Earnest money: $3,500

• Due diligence fee: $500

• Financing: Conventional 30-year loan of $210,500 at a fixed rate of 4.25%, 

with a 1% loan origination fee and 2 discount points to be paid by the buyer

• Items paid outside of closing by buyer:

o Appraisal fee: $400

o Credit report: $40

• Interim interest on buyer’s new mortgage loan through September 30

• Private mortgage insurance: $820 for first year’s premium due at closing

• Buyer’s homeowner’s insurance premium: $680 due at closing

• Reserves deposited with lender:

o 2 months’ homeowner’s insurance premiums based on cost of first year’s premium

o 2 months’ private mortgage insurance premiums based on a monthly renewal 

cost of $45

o 2 months of real property taxes based on estimated taxes for the current year

• Seller’s brokerage commission: 6% of sales price

Note: At closing, the listing firm will retain the earnest money as part of its 

brokerage fee.

• Seller’s mortgage loan payoff: $178,300
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Closing Disclosure Practice #3 (CONTINUED)

• Real property taxes: The tax bill of $2,460 for the current year is outstanding and will 

be prorated between the parties at closing. For purposes of this exercise, treat the real 

property taxes to be paid at closing as additional charges. On page 1 of 2 in Section H 

(Other) Line 6, write in “Double Debit Taxes” and determine the amount to be paid 

by the seller at closing and the amount to be paid by the buyer at closing.

• Miscellaneous expenses: The expenses listed below should be charged to the seller 

or buyer according to standard practice when using the NCAR/NCBA standard 

contract form:

o Settlement or closing fee: $680

o Lender’s title insurance: $525

o Owner’s title insurance: $65

o Deed preparation: $120

o Government recording and transfer charges:

• Deed: $20

• Buyer’s mortgage (deed of trust): $30

• Excise tax based on statutory rate

o Additional settlement charges

• Survey: $475

• Wood-destroying insect report: $185

• Homeowner’s warranty provided by the seller: $650

• Courier fee to pay off seller’s mortgage: $25
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Loan Costs

CLOSING DISCLOSURE LOAN ID # 0000000000

Borrower-Paid Seller-Paid Paid by  
Others

At Closing Before Closing At Closing Before Closing

A. Origination Charges

01        % of Loan Amount (Points)

02 

03 

04 

05 

06 

07  

08 

B. Services Borrower Did Not Shop For

01 

02 

03 

04 

05 

06  

07 

08 

09 

10 

C. Services Borrower Did Shop For 

01 

02 

03 

04 

05 

06 

07 

08 

D. TOTAL LOAN COSTS (Borrower-Paid)

Loan Costs Subtotals (A + B + C)

J. TOTAL CLOSING COSTS (Borrower-Paid)

Closing Costs Subtotals (D + I)

Lender Credits

Closing Cost Details

E. Taxes and Other Government Fees

01 Recording Fees               Deed:                Mortgage: 

02 

F. Prepaids 

01 Homeowner’s Insurance Premium (     mo.) 

02 Mortgage Insurance Premium (     mo.)

03 Prepaid Interest  (            per day from             to )

04 Property Taxes  (     mo.)

05 

G. Initial Escrow Payment at Closing

01 Homeowner’s Insurance per month for     mo.

02 Mortgage Insurance per month for     mo.

03 Property Taxes per month for     mo.

04 

05 

06 

07 

08 Aggregate Adjustment

H. Other

01 

02 

03 

04 

05 

06 

07 

08 

I. TOTAL OTHER COSTS (Borrower-Paid)

Other Costs Subtotals (E + F + G + H)

Other Costs

Loan Origination Fee

Appraisal Fee

Attorney's Closing Fee

Deed Preparation

Title Ins Premium (Lender's and/or Owner's policy)

Pest Inspection Report

Survey

Excise Tax

/Seller-Paid

NCREC, October 2015

Brokerage Commission

Credit Report Fee

Home Inspection

Home Warranty

Courier Fee for Seller's Loan Payoff

Courier Fee for docs to Buyer's Lender

Closing Disclosure Core (Page 1 of 2)
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Calculating Cash to Close 

BORROWER’S TRANSACTION

K. Due from Borrower at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 Closing Costs Paid at Closing (J) 

04 

Adjustments

05 

06

07

Adjustments for Items Paid by Seller in Advance

08 City/Town Taxes to  

09 County Taxes to

10 Assessments to

11 

12 

13

14

15

L. Paid Already by or on Behalf of Borrower at Closing 

01 Deposit 

02 Loan Amount 

03 Existing Loan(s) Assumed or Taken Subject to

04 

05 Seller Credit 

Other Credits

06

07 

Adjustments

08

09 

10 

11 

Adjustments for Items Unpaid by Seller

12 City/Town Taxes     to  

13 County Taxes to  

14 Assessments to

15 

16

17

CALCULATION

Total Due from Borrower at Closing (K) 

Total Paid Already by or on Behalf of Borrower at Closing (L) 

Cash to Close    From    To Borrower 

SELLER’S TRANSACTION

M. Due to Seller at Closing 

01 Sale Price of Property 

02 Sale Price of Any Personal Property Included in Sale

03 

04 

05 

06 

07 

08

Adjustments for Items Paid by Seller in Advance

09    City/Town Taxes to  

10    County Taxes to

11    Assessments to

12 

13

14

15

16

N. Due from Seller at Closing 

01 Excess Deposit

02 Closing Costs Paid at Closing (J) 

03 Existing Loan(s) Assumed or Taken Subject to

04 Payoff of First Mortgage Loan 

05 Payoff of Second Mortgage Loan

06 

07 

08 Seller Credit 

09 

10

11

12

13

Adjustments for Items Unpaid by Seller

14      City/Town Taxes  to  

15      County Taxes to  

16      Assessments to

17 

18

19

CALCULATION

Total Due to Seller at Closing (M) 

Total Due from Seller at Closing (N) 

Cash    From    To Seller 

Summaries of Transactions

CLOSING DISCLOSURE   LOAN ID # 0000000000

Loan Estimate Final Did this change?

Total Closing Costs (J)

Closing Costs Paid Before Closing

Closing Costs Financed  
(Paid from your Loan Amount)

Down Payment/Funds from Borrower

Deposit

Funds for Borrower

Seller Credits

Adjustments and Other Credits

Cash to Close 

Use this table to see a summary of your transaction.

Use this table to see what has changed from your Loan Estimate.

Due Diligence Fee  Due Diligence Fee

NCREC, October 2015

Closing Disclosure Core (Page 2 of 2)
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Questions for Closing Disclosure Practice #3

1. On page 1 of 2 of the Closing Disclosure on line J, what are the total borrower paid clos-
ing costs rounded to the nearest whole dollar?

(A) $10,499
(B) $11,709
(C) $12,183
(D) $15,600

2. On page 1 of 2 of the Closing Disclosure on line J, what are the total seller paid closing
costs rounded to the nearest whole dollar?

(A) $13,408
(B) $14,620
(C) $14,930
(D) $15,200

3. At the bottom of page 2 of the Closing Disclosure what is the cash to close from borrower
rounded to the nearest whole dollar?

(A) $26,300
(B) $29,709
(C) $31,800
(D) $32,700

4. At the bottom of page 2 of the Closing Disclosure what is the cash to seller at closing
rounded to the nearest whole dollar?

(A) $36,792
(B) $38,421
(C) $38,892
(D) $39,430
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Section 6: Advanced 
Contract Issues & Addenda

Critical Reading Information

• Chapter 10 – Contract Law

• Chapter 11 – Sales Contract & Practices

• Rule 58A.0016 – Trust Accounts

• Rule 58A.0017 – Trust Accounts

• Rule 58A.0106 – Submission of Offers

• Rule 58A.0115 – Multiple Offers



A Matter of Signatures

All purchase contracts should be signed by 1. ______________________________________.

When identifying people in the contract, use their 2. ________________________________.

The signature line should indicate whether or not people are “married” or “husband and wife.”

The one to buy, two to sell rule in North Carolina means the following:

3.__________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

Spouses buying properties in their own name in North Carolina usually are required to:

4. ______________________________________________________________________ and

5. ________________________________________________________________________.

Electronic signatures are permitted and authorized by both a federal law dealing with 

interstate commerce and a state law dealing with intrastate commerce. These two laws are:

6.__________________________________________________________________________

__________________________________________________________________________

Electronic systems such as Docusign or Dotloop contain a mandated disclosure for the 

consumers that informs them of the extent of use and purpose of their electronic signature.
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The Modification or 

Amendment of Contracts

As an attorney state, North Carolina prohibits 

licensees from 7.__________________ a contract for

8. ________________________________________.

This does not prohibit any of the following:

9. ________________________________________________________________________

10. ________________________________________________________________________

11. ________________________________________________________________________

12. ________________________________________________________________________

When a contract is changed it is called an 13. ______________________________________.

Changing or editing existing terms of a contract is considered an

13. ________________________________________________________________________.

Adding additional terms or conditions to a contact is properly done with an

14. ________________________________________________________________________.

There are a total of 13 NCAR/NCBA jointly approved standard addenda for use with 

residential contracts.

Most of the forms have accompanying Guidelines. All of the following should be adhered to:

15. ________________________________________________________________________

16. ________________________________________________________________________

17. ________________________________________________________________________

18. ________________________________________________________________________

19. ________________________________________________________________________

20. ________________________________________________________________________
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Working With Addenda 

In groups or pairs, work through the following 
addenda and answer the respective questions for 
each of them.

Backup Contract Addendum

1.  What is the purpose and use of this form?

____________________________________________

____________________________________________

2.  How does the primary contract get terminated? 

____________________________________________________________________________

____________________________________________________________________________

3.  How does the buyer with the backup contract know that they are now in primary position?

____________________________________________________________________________

____________________________________________________________________________

4.  Does the buyer on the backup contract get to see the primary contract?

____________________________________________________________________________

____________________________________________________________________________

5.  How is the backup buyer to handle due diligence fees and earnest money deposits?

____________________________________________________________________________

____________________________________________________________________________

6.  How and when may the buyer terminate their backup contract?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Contingent Sale Addendum

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. When is the buyer required to have an Offer to Purchase and Contract on their existing 

property?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. Must the buyer provide a copy of the Offer to Purchase and Contract on their existing 

property to the seller? What if they don’t provide it?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. What happens if the buyer’s existing property does not close?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. How is the earnest money and due diligence fee handled under this Addendum?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

New Construction Addendum

1. When should a broker use this Addendum as opposed to

form 800-T – The New Construction Offer to Purchase and Contract?

____________________________________________________________________________

____________________________________________________________________________

2. When must the seller provide a Certificate of Occupancy?

____________________________________________________________________________

____________________________________________________________________________

3. Can improvements or additions to the property be made using this Addendum?

____________________________________________________________________________

____________________________________________________________________________

4. Who pays for the construction of additional improvements?

____________________________________________________________________________

____________________________________________________________________________

5. What happens if construction is delayed?

____________________________________________________________________________

____________________________________________________________________________

6. Does the buyer have the right to inspect the improvements?

____________________________________________________________________________

____________________________________________________________________________

7. Under what circumstances does the buyer have the right to cancel the Contract?

____________________________________________________________________________

____________________________________________________________________________

8. What is a building deposit and how is it handled?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

FHA/VA Financing Addendum

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. What is an amendatory clause and what is its effect?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. If additional inspections and certifications are performed, whose responsibility are those?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. What funds constitute “any penalty by forfeiture”?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. Why are agents required to sign this form when the Offer to Purchase and Contract is 

between the seller and the buyer?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Buyer Possession Before Closing Agreement

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

2. Who are the two professionals that a buyer and seller may want to consult with 

before using this form?

____________________________________________________________________________

____________________________________________________________________________

3. What is the earliest time under which a buyer can take possession using this form?

____________________________________________________________________________

____________________________________________________________________________

4. Does the buyer using this form agree to pay additional money to the seller?

____________________________________________________________________________

____________________________________________________________________________

5. What additional obligations does a buyer assume when they utilize this form?

____________________________________________________________________________

____________________________________________________________________________

6. What obligations does the seller retain regarding the property even though it is 

occupied by the buyer?

____________________________________________________________________________

____________________________________________________________________________

7. What happens if the buyer can’t or doesn’t close?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Seller Possession After Closing Agreement

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. Why is there a big warning to sellers about talking with an insurance professional?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. How long after closing can a seller occupy the home using this Addendum?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. How can the seller be required to maintain condition when they are no longer 
occupying the property?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. Who bears the risk of loss if the property is destroyed or damaged after closing?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

6. What must the buyer do to obtain occupancy if the seller remains beyond the 
time in the Addendum?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Lead Based Paint & Hazard Addendum

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. Where would the seller check for any records or reports to comply with paragraph (b) 

of the Seller’s Disclosure?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. Who is responsible for making certain that the buyer gets the pamphlet 

Protect Your Family From Lead in Your Home?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Additional Provisions Addendum

1. In which situations should a broker use 

this Addendum?

____________________________________________________________________________

____________________________________________________________________________

2. Why should a broker not use this form for a vacation rental property?

____________________________________________________________________________

____________________________________________________________________________

3. What makes something a vacation rental?

____________________________________________________________________________

____________________________________________________________________________

4. What is the best way to complete the agreed-upon repairs and/or improvement sections?

____________________________________________________________________________

____________________________________________________________________________

5. Does a seller have to use a licensed contractor for repairs and/or improvements?

____________________________________________________________________________

____________________________________________________________________________

6. What does “workmanlike manner” mean?

____________________________________________________________________________

____________________________________________________________________________

7. What other document should be obtained if the transaction involves a manufactured 

home?

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Owners’ Association Addendum

1. What is the use and purpose of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. Who completes this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. What if the Owner’s Association charges fees and costs for the completion of this 
Disclosure or the providing of any of the information? Who pays for that?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. How is this form different from the information that is provided in the RPOADS 
disclosure?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. Who pays all of the fees referenced in paragraph 5?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Agreement to Amend the Contract

1. Why was this form created? Can the parties just 

initial and change the original document?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. What specific items does this form allow to be altered in the original contract?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Working With Addenda (CONTINUED)

Due Diligence Request & Agreement

1. What is the purpose of this form?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. When should this form be completed?

____________________________________________________________________________

____________________________________________________________________________

3. How specific should the requests be in paragraph 1? Pick specific examples and write 

with the proper language.

____________________________________________________________________________

____________________________________________________________________________

4. Who can make the repairs? Can the seller make them?

____________________________________________________________________________

____________________________________________________________________________

5. When does the seller have to complete the repairs?

____________________________________________________________________________

____________________________________________________________________________

6. What are the consequences of the buyer releasing the inspection reports?

____________________________________________________________________________

____________________________________________________________________________
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Section 6: Advanced Contract Issues

& Addenda Notebook Guide

1. All owners of the property

2. Individual legal names

3. Both spousal signatures to sell, one spouse may buy on their own

4. Acknowledge deed of trust

5. Sign a free trader agreement

6. E-Sign Act

UETA – Uniform Electronic Transaction Act

7. Drafting contracts

8. Others

9. A person altering an agreement to which they are a party

10. Licensees own employment agreement with the firm

11. A listing agreement on behalf of the firm

12. A buyer broker agreement on behalf of the firm

13. Amendment

14. Addendum

15. Type or print legibly

16. Fill in all blanks

17. Be precise – avoid abbreviations and acronyms

18. Parties should initial and date every change, addition, or deletion

19. Rewrite offer if numerous changes

20. Review all contract provisions with parties and recommend legal advice
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Student Notes

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Section 7: Dealing with the
Funds in Contracts



Integrating the Contractual Handling 

of Money with Commission Rules

There is no law requiring a residential brokerage to maintain a trust account. 

A trust account is only required when a brokerage is holding money

1. ________________________________________________________________________.

In residential sales the earnest money may be held either in a:

2. ________________________________ or 3. ____________________________________. 

All monies that are received by a 4._____________________________________ must be

delivered to a 5._____________________ 6.______________________________.

BICs must deposit all client monies to the trust

account within 7.__________________________.

The counting of the three days can be delayed until

the date of 8._____________________________.

The only monies which a North Carolina licensee is authorized to accept for delivery are:

9. ________________________________________________________________________

10. ________________________________________________________________________

Licensees are not permitted to courier or deliver funds relating to any of the following:

11. ________________________________________________________________________

12. ________________________________________________________________________

13. ________________________________________________________________________

14. ________________________________________________________________________

When a licensee accepts due diligence fees or earnest money for delivery they must 

15. _______________________________________ until delivery.
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Integrating the Contractual Handling 

of Money with Commission Rules (CONTINUED)
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Integrating the Contractual Handling 

of Money with Commission Rules (CONTINUED)

Firms are permitted to earn interest on trust accounts so long as there is a written agreement 

specifying: 16. ______________________________________________________________.

In the event of a dispute regarding the earnest money, there are two options for the brokerage

prior to releasing the earnest money to either party:

17. ________________________________________________________________________

18. ________________________________________________________________________

Firms are permitted to transfer the earnest 

money from their brokerage account to the 

attorney/escrow agent: 

19. ________________________________________

It is prohibited for any licensee or brokerage to engage in the 

20. ________________________________________________________________________

or 21. ________________________________________________________ of client monies.

There is an exception to the commingling rule for 

real estate brokerages operating a trust account. 

The brokerage is permitted to keep 

22. ____________________________________ in 

the trust account without it being considered 

commingling of funds.

Trust accounts must be balanced every 23. ________________ days.
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Section 7: Dealing with the Funds in

Contracts Notebook Guide

1. Money belonging to another

2. Firm’s trust account

3. Escrow agent/attorney

4. Provisional broker

5. BIC

6. Immediately

7. 3 banking days

8. Acceptance of contract

9. Due diligence for delivery

10. Earnest money to an escrow agent/attorney

11. Inspection payments

12. Repair payments

13. Survey payments

14. Settlement distributions other than to them or their firm

15. Direction of the buyer

16. Written instructions with the client

17. Written consent between the parties

18. Deposit with clerk of courts

19. No more than 10 days

20. Conversion

21. Commingling

22. $100 or whatever the bank requires

23. Every 30 days



Student Notes

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

228 Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition



Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition 229

Section 8: 
Dealing with Multiple Offers



Dealing with Offers & Counteroffers

A licensee is required to submit 1. ________________ offers right up through and including 

the 2. ________________________________________.

All offers must be presented 3. ___________________________ but never later than 

4. _______________ days.

When multiple offers are created the offers should be presented to the seller at 

5. ________________________________________________________________________.

When multiple buyers exist, neither the buyers nor the buyers have any right to know 

of the existence of other offers because the existence of multiple offers is not a 

6. ________________________________________________________________________.

Because all buyers must be treated fairly and equally, 

a licensee may not disclose the conditions or terms of

any buyers offer without first obtaining the

7. _________________________________________.

The Proper Use of Addendum 340-T

Response to Buyer’s Offer

The form acts a 8.________________________________________________ of the buyer’s

offer. It does not create a 9. ____________________________________________________.

The form does invite the buyer to take the following action:

10. ________________________________________________________________________
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Practical Pointers for Handling  
Multiple Offers & Counteroffers

(See the NC Real Estate Manual, pp 384–385)

1. Initial and date each change.

2. Keep all communication prompt.

3. Consider starting over again with a blank form.

4. Seek out phones calls and conversations for clarification.

5. Make it clear the inquiries and questions are not creating a counteroffer.

6. Consider referral to an attorney for complex negotiations and changes.
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Helm Simulator

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Helm Simulator

The Real World Scenarios

The following scenarios occur often in the real world. There is no one right answer to these
scenarios, but your understanding the various forms, rules and contract provisions are essential
to protecting and promoting your client’s interest when they occur.
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Helm Simulator (CONTINUED)

Scenario #1 – Jack’s Lender Surprise

Jack, a buyer, had been fully preapproved for a loan program where bond money was being
used to supplement his down payment. He signed a standard Form 2T Offer to Contract and
Purchase, which was accepted with a due diligence date of March 10 and a closing date of
March 25. He tendered a $1,000 due diligence fee to the seller and provided his broker with a
$5,000 earnest money check. The purchase price of the property was $245,000. On March 16,
Jack was informed that the bond program had run short of funds, but that new funds would
come available in April and that the lender could close by April 30.

Discuss the various options and negotiate a resolution of the scenario referencing and 
utilizing the proper forms.

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Helm Simulator (CONTINUED)

Scenario #2 – The Reluctant Seller

Sally was initially excited about selling her home for $179,000. She even gave the buyer a very
long 120-day timeframe to close. She accepted a $250 due diligence fee and the buyer has a
$3,000 earnest money deposit. Since she signed the offer, Sally has learned that a new 
shopping center is moving into her neighborhood and it has already substantially increased
property values. Sally is having second thoughts and has informed the buyer and her agent
that because she now believes the house is worth more than $200,000 she does not think she
is going to honor the contract and is considering not closing.

Discuss the various options and negotiate a resolution of the scenario referencing and 
utilizing the proper forms.

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________



236 Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition

Helm Simulator (CONTINUED)

Scenario #3 – The Exuberant Inspector

Raphael signed a purchase contract and tendered a $500
due diligence fee and a $10,000 earnest money check
regarding a property he agreed to purchase for $289,000.
His due diligence date is May 20 and has not yet passed.
On May 10, Raphael received a very lengthy and detailed home inspection report that indicated
the home was in terrible shape. The inspector noted problems with the roof, the foundation and
the electrical system. Raphael has obtained estimates that indicate the cost of the repairs will be
approximately $28,000. The seller does not agree that all of the repairs are necessary.

Discuss the various options and negotiate a resolution of the scenario referencing and 
utilizing the proper forms.

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

Now renegotiate the resolution if the facts had been that Raphael’s due diligence date had
already passed and he did not receive the final home inspection report nor obtain the 
estimates until after May 20.

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________
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Helm Simulator (CONTINUED)

Scenario #4 – The Unfortunate Storm

Desiree agreed to sell her home to Barbara for
$189,000. Barbara tendered a $1,000 due diligence fee
and $2,500 in earnest money. Two weeks before the
closing date and after the due diligence period had

expired, a wind storm caused significant damage to the roof of the home. The damage will
cost about $22,000 to repair and is covered under Desiree’s home owner’s insurance policy.
However, due to a high volume of claims, the repairs are going to take approximately 6 weeks.

Discuss the various options and negotiate a resolution of the scenario referencing and 
utilizing the proper forms.

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Helm Simulator (CONTINUED)

Scenario #5 – The Delayed Construction Project

Jacob and Beth signed a purchase contract to sell their
home for a price of $424,000. They accepted a due 
diligence fee of $2,000 and the buyers’ have deposited
earnest money of $15,000 with a closing date of June 18.
Jacob and Beth have just been informed that the construction of their new home will not be
completed until August 1 and they would like to delay the closing date. 

Discuss the various options and negotiate a resolution of the scenario referencing and 
utilizing the proper forms. 

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Revelations, Insights, 
Ideas & To Do List

What are the best and brightest ideas you got 

from this section of the material?

1. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

2. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

3. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

4. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

5. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

6. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

7. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

8. __________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________
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Section 8: Dealing with 

Multiple Offers Notebook Guide

1. All

2. Through and including the day of closing

3. Immediately

4. 3 days

5. Presented at the same time

6. Material fact

7. Offeror’s consent

8. Express rejection of the offer

9. Not a counteroffer

10. Rewrite your offer on different terms
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MODULE 4: OTHER TYPES OF PURCHASE CONTRACTS
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MODULE 4: OTHER TYPES OF PURCHASE CONTRACTS



Section 9: Other Types 
of Purchase Contracts

Critical Reading Information

• Chapter 10 – Contract Law

• Chapter 11 – Sales Contract & Practices
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Dealing with Land Purchases &

Subdivisions

In North Carolina, the Vacant Land Contract 

should NOT be used to transfer parcels where 

1. _______________________________ is involved.

Subdivided land requires compliance with NC

Subdivision laws and statutes.

A subdivision in North Carolina exists when a parcel of 

land is divided into 2. ___________________________ lots.

There are two exceptions:

• No lot is smaller than 3. ______________________ acres

• A division of up to a 4. __________________________ lot

into as many as 3 lots by a single owner.

The NC Subdivision requirements mandate approval by the municipality or county where the

subdivision is going to be located. The final step in the subdivision approval process is issuance

of a FINAL PLAT APPROVAL. 

Prior to approval of a final plat map, the developer may do/not do the following:

What They Can Do What They Cannot Do

5. __________________________________ 6. __________________________________

____________________________________ ____________________________________

____________________________________ ____________________________________

____________________________________ ____________________________________

____________________________________ ____________________________________
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The Interstate Land Sales 

Full Disclosure Act

Applies when the sale of lots occurs 

7. ________________________________________. 

Only applies to developments of 

8. ______________________________ lots or more.

Requires that the buyers be provided with a HUD Property

report containing:

9. ________________________________________________

10. ________________________________________________

11. ________________________________________________

12. ________________________________________________

13. ________________________________________________

Buyer must be provided with the report 

14. ________________________________________________

There is a 15. _________________________ day rescission period on such transactions.

Failure to provide allows the buyer to revoke the contract and a full refund of all monies paid

for a 16. ______________________________________ period.
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Helm Simulator

In groups, identify one unique issue that occurs in 

regard to due diligence on vacant land.

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Reviewing the Offer to Purchase & 
Contract – Vacant Land

1. What is the purpose and use of this form?

____________________________________________________________________________

____________________________________________________________________________

2. Is there any limit on the size of the parcel?

____________________________________________________________________________

____________________________________________________________________________

3. Is there still a due diligence period?

____________________________________________________________________________

____________________________________________________________________________

4. How are the earnest money and due diligence fees handled?

____________________________________________________________________________

____________________________________________________________________________

5. What are 10 items of the buyer’s due diligence (paragraph 2b)?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

6. What are the items about which the seller makes representations (paragraph 5a)?

____________________________________________________________________________

____________________________________________________________________________

7. What are the seller’s obligations (paragraph 6a)?

____________________________________________________________________________

____________________________________________________________________________

8. Can a licensee still use with this contract the addenda we discussed for the Residential

Offer to Purchase and Contract?

____________________________________________________________________________

____________________________________________________________________________
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Working in New Construction

Working in new construction requires that you know whether you are working with a licensed

agent or not. NCREC Commission Rules allow unlicensed individuals who are W2 employees

to be involved in the sale of their employer’s own property without licensure.

Contractors are licensed by 17. __________________________________________________.
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Buying a Newly Constructed Home

1. What is the purpose and use of this form?

_____________________________________________

_____________________________________________

_____________________________________________

____________________________________________

2. What is the limitation on improvements and 

additional work?

____________________________________________

____________________________________________

____________________________________________

____________________________________________

3. Who pays for all labor, materials and costs under

this Addendum?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. What is a building deposit and how is it handled?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. What are the buyer’s options to cancel the Contract?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

6. What warranties does the builder make?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Review of Offer to Purchase &

Contract New Construction Form 800T

1. What is the difference between this form and 

Addendum 2A3-T?

____________________________________________

____________________________________________

____________________________________________

2. How does the building deposit differ from the earnest money and due diligence fee?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. What is a “Pre-construction Evaluation Period” and how is it used?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. Why is there a plans and specifications section?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. What are the buyer’s obligations?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

6. What are the additional contingencies for the seller?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

7. How are changes in construction handled?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

8. What happens if there are construction delays?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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The Art of Seller Financing

A seller can assist the buyer when traditional financing is not available by:

18. ________________________________________________________________________

19. ________________________________________________________________________

20. ________________________________________________________________________

All FHA, VA, and Conventional loans are 21. ______________________________________

so long as the borrower qualifies in the same manner and method as the original owner.

Approval by the lender is almost always required so as not to trigger the 

22.__________________________ or 23.______________________________ in most loans. 

Classroom Discussion

________________________________

________________________________

________________________________

________________________________

________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________
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Captain Training

1. When writing an offer and using this Addendum 

where does the licensee get all of the information 

on the first page?

____________________________________________

____________________________________________

2. Who is making the representations about the loan in this Addendum?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. Should the buyer and the buyer’s agent verify the representations? How?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. Who pays all of the assumption costs?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

5. What unique pro-rations have to occur when using this Addendum?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

6. What is unique about the property insurance?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

7. How is the seller’s ongoing liability for the loan handled?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

8. Is the seller relieved of liability under this Addendum?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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A Guideline to Understanding 

Seller Financing

All of the following are synonymous terms 

where the seller is simply acting as the bank. 

Transfers full title to the owner and has a lien 

for all or part of the home’s price. The buyer 

typically executes a Promissory Note and a 

Deed of Trust to the seller. The seller retains no ownership of the home.

24. ________________________________________________________________________

25. ________________________________________________________________________

26. ________________________________________________________________________

When subordinate financing is utilized the 27. _______________________ should always be

informed and all financing should appear on the 28. ________________________________.

In the event of a default in North Carolina, state statutes prevent the seller from obtaining 

29. ________________________________________________________________________.

Under What Circumstances Might the 

Parties Consider Seller Financing?

__________________________________

__________________________________

__________________________________

__________________________________

__________________________________

__________________________________

__________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition 279



280 Superior School Postlicensing 302: Contracts & Closing   •   © January 2019 Edition

Review of Seller Financing 

Addendum Form 2A5-T

1. Does the borrower obligate themselves to execute  

a Promissory Note and Deed of Trust to 

the seller?

____________________________________________

____________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

2. Should the drafted Promissory Note & Deed of Trust accompany the Addendum? 

Who must prepare these?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

3. Does this Addendum provide for subordinate financing?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

4. How are payments collected and handled? By whom?

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Installment Land Contract 

Vendor’s Deeds & Contracts for Deeds

Land Contracts in North Carolina have all of the following characteristics:

30. ________________________________________________________________________

31. ________________________________________________________________________

32. ________________________________________________________________________

33. ________________________________________________________________________

NC State law requires all of the following in a Land Contract or Deed of Trust:

34. ________________________________________________________________________

35. ________________________________________________________________________

36. ________________________________________________________________________
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Dealing with Options

Options in North Carolina must be in 

37._________________________________________ 

Options are 38._______________________________

because only one party is bound.

Helm Simulator

_________________________________________

_________________________________________

_________________________________________

_________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________
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Section 9: Other Types of Purchase

Contracts Notebook Guide

1. Subdividing

2. Two or more

3. 10 acres

4. 2 acre parcel into 3 lots by a single owner

5. Write contracts

Take reservations

Sign contracts

Hold deposits

6. Cannot transfer, convey, or close until after final plat approval

7. Across state lines

8. 25 lots or more

9. Distance to paved roads

10. Number of homes occupied

11. Soil conditions and septic

12. Type of title

13. Existence of liens

14. Prior to signing lease or purchase contract

15. 7 day

16. 2 years

17. NC Licensing Board for General Contractors

18. Assumptions

19. Seller financing & carrybacks

20. Contracts for deed

21. Assumable

22. Alienation Clause

23. Due on Sale Clause



Section 9: Other Types of 

Purchase Contracts Notebook Guide (CONTINUED)

24. Seller financing

25. Seller carryback

26. Subordinated seller mortgage

27. Lender

28. Closing disclosures

29. Deficiency judgment

30. Buyer provides downpayment

31. Seller retains title

32. Buyer makes payments

33. Sellers transfers title upon full payment

34. 3-day cancellation

35. Seller must record within 5 days of execution

36. Buyer must be given 30 days to cure any default

37. Writing

38. Unilateral contract
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Revelations, Insights, 
Ideas & To Do List

What are the best and brightest ideas you got from 

this section of the material?

1. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

2. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

3. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

4. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

5. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

6. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

7. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

8. _________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________



Student Notes

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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