FROM THE APPRAISER TO THE UNDERWRITER


(15 hour-course)








END-OF-COURSE EXAM











1.  THIS EXAM HAS 50 QUESTIONS.  EACH QUESTION IS WORTH TWO


     POINTS, FOR A TOTAL OF 100 POINTS.  MINIMUM PASSING GRADE IS 


     80 POINTS.  YOU MUST GET AT LEAST 40 QUESTIONS CORRECT TO


     PASS.  IF YOU ARE UNSURE OF A QUESTION, GUESS.  THERE IS NO


     PENALTY FOR GUESSING.  DO NOT LEAVE ANY QUESTIONS 


     UNANSWERED.





2.  SELECT THE BEST ANSWER OF THE FOUR CHOICES GIVEN FOR EACH  


     QUESTION AND INDICATE THAT ANSWER ON THE ANSWER SHEET, 


     WHICH IS ON THE NEXT PAGE.  





3.  THIS IS AN OPEN-BOOK EXAM.  YOU ARE ALLOWED TO USE COURSE


     MATERIALS TO ASSIST YOU IN ANSWERING THE QUESTIONS.





4.  WHEN YOU ARE DONE WITH THE EXAM, RECORD YOUR ANSWERS 


     ON THE ANSWER SHEET AND E-MAIL THE ANSWER SHEET TO US.   


     WE WILL GRADE IT AND E-MAIL BACK YOUR SCORE.





5.  THIS EXAM MUST BE COMPLETED THROUGH YOUR EFFORTS 


     ALONE.  YOUR E-MAILING THE ANSWER SHEET TO US FOR GRADING 


     IS YOUR AGREEMENT TO THIS CONDITION. 





6.  PLEASE GO TO THE ANSWER SHEET ON THE NEXT PAGE, FILL IN 


     THE INFORMATION REQUESTED AT THE TOP, AND PROCEED WITH


     THE EXAM STARTING ON THE FOLLOWING PAGE. 
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FROM THE APPRAISER TO THE UNDERWRITER


(15 hours)


END-OF-COURSE EXAM ANSWER SHEET	
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Date:_________________________________________________________





Put in the letter - ‘a,’ ‘b,’ ‘c,’ or ‘d’ - of your answer choice for each of the questions numbered below.





1.			16. 			31.			46.





2.			17.			32.			47.





3.			18.			33.			48.





4.			19.			34.			49.





5.		            20.			35.			50.





6.		            21.			36.





7.		  	22.			37.





8.			23.			38.





9.		            24.			39.


					


10.		           25.			40.


		


11.		           26.			41.





12.		           27.			42.





13.		           28.			43.





14.		           29.			44.





15.		           30.			45.





1.  A lender in need of cash borrows $800,000. from another lender and uses 


     $1,200,000. in outstanding loans as security for this loan.  In what mortgage 


     market has this transaction occurred?





      a.  Primary





      b.  Secondary





      c.  Tertiary





      d.  Quaternary








2.  If there is a “call” provision in a 30-year loan amortized monthly, what does the 


     lender want after the 120th payment?





     a.  The next loan payment due.





     b.  To refinance the loan.





     c.  The loan balance in full.





     d.  To shorten the time between loan payments.








3.  A contract used to finance the purchase of a property calls for the buyer to make 


     a down payment of $10,000. and to take possession of the property while the seller 


     remains the legal owner of this property until the $190,000. balance of the 


     $200,000. purchase price is paid off at the end of 15 years.  What is this financing


     instrument called?  





     a.  Conditional sales contract.





     b.  Installment sales contract.





     c.  Contract for deed.





     d.  All of the above.
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4.  Which of the following methods may be used to estimate a financing adjustment?





      a.  Paired sales





      b.  Discounting





      c.  Stabilization





      d.  Both ‘a’ and ‘b’








5.  The mortgagor in a mortgage transaction is the:





     a.  One who acts as a neutral third party.





     b.  Beneficiary.





     c.  Lender.





     d.  Borrower.








6.  What policy is being implemented when the discount rate at which banks borrow 


     is lowered to 5.50% and the reserve requirement is lowered 1/4%?





      a.  Fiscal





      b.  Financial





      c.  Monetary





      d.  Capitalization








7.  Which of the following is a criterion of reconciliation?





     a.  Subordination agreement





     b.  Market conditions





     c.  Conditions of sale





     d.  Quantity of evidence
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8.  When should the appraiser note in the certification section of the appraisal report


     that an appraiser who specializes in the selection and application of discount


     rates in yield capitalization played an important part in the appraisal process?





       a.  Only if environmental hazards were found and remedied





       b.  Always





       c.  Never





       d.  Only if other appraisers provided the assistance








9.    If the Federal Reserve buys back $100,000,000. of government securities, 


       mortgage interest rates will probably tend to:





       a.  Increase.





       b.  Decrease.





       c.  Be slightly lower than the prime rate.





       d.  Be about the same as the prime rate.








10.  The owner of a hotel uses the hotel and the furniture within the hotel as security 


       for a loan.  What type of loan is it?





        a.  Release





        b.  Mixed





        c.  Combined





        d.  Package
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11.  What is the decision making process called when an appraiser decides the gross 


       rent multiplier calculated from two comparables should be weighted equally 


       while the third comparable’s gross rent multiplier should be weighted only 


       20%?





        a.  Capitalization.





        b.  Recapitalizing.





        c.  Reconciliation.





        d.  Restructuring.








12.  The longest and most complete of the appraisal reports is the_________________


        report.





       a.  Letter





       b.  Form





       c.  Narrative


        


       d.  Correspondence








Use the following information to answer questions #13 and #14:





		Comparable			Adjusted sales price





     		        #1			         $125,000.





		        #2			         $114,000.





		        #3			         $122,000.





		        #4			         $116,500.





13.  If the appraiser decides to weight comparable #1 and #3 at 40% each and 


       comparables #2 and #4 at 10% each, what is the resulting value?





       a.  $121,850.





       b.  $122,250.
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       c.  $122,950.





       d.  $123,400.








14.  If the appraiser believes each of the comparables is equally applicable to the


       appraisal, what is the resulting value?





       a.  $118,500.





       b.  $119,375.





       c.  $120,100.





       d.  $120,600.





________________________











Use the following information to answer questions #15 through #20:


				Loan amount:	$330,000.


				Interest rate:		10%


				Term:			20 years


				Amortization:	Monthly		





15.  What is the monthly payment required to fully amortize this loan?  Use a loan


       constant of .009650.





        a.  $2,955.50





        b.  $3,004.80





        c.  $3,184.50





        d.  $3,309.05








16.  What is the balance after five years of payments?  Use a discount factor of 


       93.057439.    





       a.  $296,341.





       b.  $302,787.
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       c.  $313,008.





       d.  $314,256.








17.  What is the total interest paid over the first five years of the payments?





       a.  $142,380.





       b.  $148,702.





       c.  $154,746.





       d.  $157,411.








18.  What is the total principal paid over the first five years of the payments?





        a.  $33,659.





        b.  $36,328.





        c.  $42,372.





        d.  $48,694.








19.  If the market interest rate is 12%, the market value of this loan at the time of


       origination is:





       a.  Higher than the face amount of the loan.





       b.  Equal to the face amount of the loan.





       c.  Lower than the face amount of the loan.





        d.  Unaffected by the market interest rate.
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20.  If the market interest rate is 12% and it is assumed that this loan will be paid off


       at the end of four years, then the loan’s market value is:





       a.  Higher than if it were assumed it will be held to maturity.





       b.  The same regardless of when the loan is estimated to be paid off.





       c.  Lower than if it were assumed it will be held to maturity.





       d.  Lower only if the loan is paid off within the first year.





_______________________








21.  A reconstructed operating statement shows:





       a.  Major structural components of a building.





       b.  The sales history of a comparable.





       c.  Interest and principal paid on a loan.





       d.  Income and expenses for an income-producing property.








 


22.  A purchaser who is buying one of a developer’s 50 homes for $165,000. wants


       to ensure that the home is not encumbered by any claim from the developer’s


       lender who loaned the developer $5,000,000. in order to build the homes.  In so 


       doing the purchaser is seeking to avoid liability under the ___________________


       mortgage signed by the developer.





       a.  Subordination





       b.  Prepayment





       c.  Primary





       d.  Blanket
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23.  In what section of the appraisal report would an appraiser assure the reader 


       that the appraisal was conducted in conformity with the Uniform Standards of 


       Professional Appraisal Practice?





       a.  Assumptions and limiting conditions





       b.  Presentation of data





       c.  Premises





       d.  Certification








24.  An appraisal in which the effective date is 10 October and the report date is 10 


       August of the same year is known as a(n) ___________________ appraisal.





       a.  Retrospective.





       b.  Current.





       c.  Prospective.





       d.  Inverse.








25.  The monthly expense for principal, interest, taxes, and insurance on a 


       single-family home a purchaser is considering buying is $900.  The borrower’s 


       monthly income is $3,000.  The resulting ratio of 30%  is known as the 


       _______________ _______________ ratio.





       a.  Monthly underwriter





       b.  Housing income





       c.  Housing expense





       d.  Underwriter expense
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26.  The borrower who negotiated a first home loan of $225,000. to buy a $300,000.


        home most likely went to which of the following to obtain this loan?





        a.  Federal National Mortgage Association  (FNMA)





        b.  Government National Mortgage Association  (GNMA)





        c.  Federal Home Loan Mortgage Corporation (FHLMC)





        d.  None of the above








Use the following information to answer questions #27 through #30:





		Cash breakeven ratio:	                75%


		Operating expenses:			    $45,000.


		Net operating income:		    $75,000.


		Potential gross income:		    $140,000.


    		Effective gross income:		    $120,000.











27.  What is the operating expense ratio?





       a.  32%





       b.  38%





       c.  60%





       d.  5.50








28.  What is the debt service coverage ratio if annual mortgage payments total


        $60,000.?





       a.  $15,000.





       b.  -$15,000.





       c.  1.25





       d.  0.80
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29.  What is the name of the complement of the operating expense ratio that was


        calculated in question #27?





        a.  Net income ratio





        b.  Operating income ratio





        c.  Operating reserve ratio





        d.  Net reserve ratio








30.  What is the maximum vacancy and collection loss that could be suffered and still


        permit payment of the property operating expenses actually paid and the debt


        service?





        a.  5%





        b.  15%





        c.  25%





        d.  75%





___________________








31.  A $75,000. real property loan was originated on 24 January but was not 


       recorded.  Another loan of $25,000. secured by the same property was made


       on 24 February of the same year and this lender recorded the loan.  The 


       $75,000. loan is a(n) ____________________ loan.





      a.  Senior





      b.  Junior





      c.  Equivalent





      d.  Complementary
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32.  The top income tax bracket is increased from 33% to 35%.  This is a change in 


       what kind of policy?





      a.  Primary





      b.  Secondary





      c.  Monetary





      d.  Fiscal








33.  In evaluating a loan to be secured by real property the underwriter will likely


      take into consideration the:





      a.  Borrower.





      b.  Collateral property.





      c.  Current market.





      d.  All of the above








34.  According to Fannie Mae guidelines, how should the appraiser rate road quality


       for the subject if the subject is located on a dirt road and dirt roads are typical 


       for the area in which the subject is located?  





       a.  Good 





       b.  Average





       c.  Fair





       d.  Poor
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35.  What is the market value of a $135,000. loan made at 6% over a term of 15 years


       if the market interest rate is 7% and the loan is fully amortized with monthly


       payments?  Use a loan constant of .008439 (Column 6) and a discount factor


      (Column 5) of 111.255958.





      a.  $121,740.





      b.  $122,096.





      c.  $126,751.





      d.  $138,324.








36.  The client intends to file a property tax appeal and hence has asked an 


       appraiser to give an opinion on the market value of the fee simple interest in


       the subject real property.  The function of this appraisal is to:





       a.  File a tax appeal.





       b.  Give an opinion of market value.





       c.  Give an opinion of the market value of the fee simple interest.





       d.  Give an opinion of the market value of the fee simple interest in the 


            identified real property.








37.  An analyst concludes that the same number of people within the community 


       means there are more households in the community now than would have been 


      the case 20 years with the same raw population figures.  This analyst is dealing 


      with what kind of data?  





       a.  Social





       b.  Economic 





       c.  Governmental





       d.  Environmental
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38.  In which of the following loans would you find negative amortization?





       a.  $90,000. loan at 5% with a monthly loan payment of $500.





       b.  $110,000. loan at 6% with a monthly loan payment of $575.





       c.  $130,000. loan at 7% with a monthly loan payment of $800.





       d.  $150,000. loan at 8% with a monthly loan payment of $950.








39.  A State real estate appraiser board believed to be in violation of FIRREA


       would most likely be contacted by what regulatory agency in regard to this


       alleged violation?





       a.  FFIEC


        


       b.  NCEA





       c.  ASC





       d.  FIRREA








40.  What is the minimum living area requirement Fannie Mae sets for single-family


       homes?





       a.  500 square feet





       b.  700 square feet





       c.  900 square feet





       d.  None of the above








41.  In the “qualitative analysis” used in the Fannie Mae form 2065, what notation


       in the sales comparison grid would be made for a comparable has 2,000 in gross


       living area while the subject has 1,800. square feet?





       a.  +





       b.  -
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       c.  =





       d.  +/-








42.  Fannie Mae will consider buying a loan secured by which of the following?





       a.  Earth house





       b.  Geodesic home





       c.  Log house





       d.  All of the above








43.  What government agency within the U.S. Department of Housing and Urban


       Development buys loans and deals in mortgage-backed securities?





       a.  Fannie Mae





       b.  Freddie Mac





       c.  Ginnie Mae





       d.  Sally Mae








44.  A $330,000. loan has a remaining balance of $130,000. after the borrower has


       fulfilled the loan contract that calls for 20 years of payments.  This loan was 


       most likely:





       a.  Partially amortized.





       b.  Fully amortized.





       c.  Amortized monthly.





       d.  Amortized quarterly.
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Answer questions #45 through #50 using the following information:





       	Two units renting for $700./month/unit         


	Two units renting for $900./month/unit


            Vacancy factor:  8%


            Operating expense ratio:  36%


 


45.  What is the net operating income?





       a.  $20,985.





       b.  $22,610.





       c.  $35,328.





       d.  $38,400.








46.  What is the debt service coverage ratio if the monthly mortgage payment is 


       $1,400.?





       a.  1.25





       b.  1.35





       c.  2.10





       d.  2.29








47.  What is the net income ratio?





       a.  36%





       b.  46%





       c.  54%





       d.  64%
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48.  What is the cash breakeven ratio if reserves are 10% of total property operating


       expenses?





       a.  74%





       b.  76%





       c.  78%





       d.  80%








49.  What is the maximum vacancy and collection loss this property could suffer and 


       still be able to pay for its bills?





       a.  20%





       b.  22%





       c.  24%





       d.  26%








50.  What would be the effective gross income for this property if the vacancy and


       collection loss factor given above is doubled?





       a.  $32,256.





       b.  $34,211.





       c.  $36,864.





       d.  $38,400.





______________________








END OF EXAM








