PROBLEM SOLVING IN RESIDENTIAL REAL ESTATE APPRAISING








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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PROBLEM SOLVING IN RESIDENTIAL REAL ESTATE APPRAISING





END-OF-COURSE EXAM ANSWER SHEET	





Name of student:_______________________________________________





E-mail address:________________________________________________





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.





Use the following information to answer questions #1 through #4:





	Comparable sales price:			$150,000.


	Adjustments:


		Financing:				-5%


		Square footage:			-2%


		Location:				+$10,000.


		Market conditions:			+3%


		Property rights conveyed:		-$12,000.


	In answering the following questions make the adjustments in their proper


	sequence.





1.  What is the adjusted sales price of the comparable?





     a.  $142,000.





     b.  $142,080.





     c.  $412,140.





     d.  $142,332.








2.  What is the percent net adjustment of the comparable?





      a.  -5%





      b.  -19%





      c.  -24%





      d.  -25%








3.  What is the percent gross adjustment of the comparable?





      a.  5%





      b.  19%





      c.  24%





      d.  25%
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4.  The square footage adjustment should be taken of the comparable adjusted


      through:





      a.  Financing.





      b.  Location.





      c.  Market conditions. 





      d.  Property rights conveyed.





______________________








5.  An appraiser compares the sales of single-family homes located near a busy


     freeway with the sales prices of similar homes located not so near that freeway.  


     What category of depreciation is this appraiser apparently trying to estimate?





     a.  Physical





     b.  Functional





     c.  External





     d.  Determinational








6.  An 20-unit apartment building sold for $2,500. per apartment room.  If each unit


     contains five rooms, for how much per unit did the apartment building sell? 





     a.  $10,500.





     b.  $11,500.





     c.  $12,500.





     d.  $13,500.
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7.    If a property sold for $300,000. and its gross rent multiplier was 80, what was its


       monthly gross rent?





       a.  $3,650.





       b.  $3,750.





       c.  $3,850.





       d.  $4,050.








8.    The major difference between the economic age-life and modified economic age-


        life methods for estimating accrued depreciation is that the modified method


        separately estimates __________________ depreciation.





        a.  Curable





        b.  Physical





        c.  Functional





         d.  External








9.    What was the adjustment for property rights conveyed if the comparable sold 


       for $225,000., the financing adjustment was a downward $12,000., the market


       conditions adjustment of 5% was +$11,000. (rounded), there was no conditions 


       of sales adjustment, and the comparable was adjusted in the proper sequence


       (select the nearest answer)?





       a.  -1%





       b.  +1%





       c.  +2%





       d.  +3%
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10.  What are the annual property operating expenses indicated for a subject whose 


       annual debt service is $50,000., annual depreciation estimate is $17,500.,


       vacancy and collection loss is $6,000., and reserves for replacements $20,000.?





       a.  $20,000.





       b.  $26,000.





       c.  $43,500.





       d.  $93,500.








11.  What is the potential gross income for a subject whose effective gross income is


       $139,500. and the vacancy and collection loss factor is 7%?





       a.  $149,265.





       b.  $150,000.





       c.  $152,265.





       d.  $154,000.


  





Use the following information to answer questions #12 through #14:





	70 homes are being built in a subdivision in which the total costs are


	estimated at $4,200,000 and entrepreneurial profit at 20% of those costs.


            The homes will sell for $95,000. each.





12.  What is the indicated value of the land if the appraiser concludes there is no 


        need to discount for an absorption period?





        a.  $1,500,000.





        b.  $1,550,000.





        c.  $1,589,000.





        d.  $1,610,000.
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13.  What is the indicated value of the land if the appraiser concludes there will be 


        an even absorption of sales over two years and an appropriate discount rate


        is 15% annual (use discount factor of 1.625709 to calculate the present value)?





        a.  $1,309,000.





        b.  $1,314,000.





        c.  $1,319,000.





        d.  $1,324,000.








14.  The purpose of discounting in the valuation of this land, when appropriate, is to


        take into account the:





        a.  Entrepreneurial profit.





        b.  Construction costs.





        c.  Financing costs.





        d.  Time value of money.


_____________________








15.  Potential gross income for a subject property is $60,000., its vacancy and


       collection loss factor is 8%, and its operating expense ratio is 40%.  What is the


       value of this property if an appropriate capitalization rate by division is 


       10.50%?





       a.  $305,000.





       b.  $310,000.





       c.  $315,000.





       d.  $320,000.
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16.  Net operating income for a subject property is $20,000. and its property


       operating expenses are $16,000.  What is the value of this property if its


       monthly gross rent is $3,400. and an appropriate gross rent multiplier is 85?


  


       a.  $289,000.





       b.  $292,000.





       c.  $295,000.





       d.  $300,000.








17.  Use the observed condition/breakdown method to estimate the total accrued


       depreciation of improvements if the total economic life of the improvements is


       70 years, the effective age is 8 years, the cost new is $100,000., and the sum of


       the external and functional obsolescence is $25,000.





       a.  $34,220





       b.  $34,907.





       c.  $35,618.





       d.  $36,429.





Use the following data to answer questions #18 and #19:





	Comparable		Value as improved	         Value of land component only





	       #1			        $90,000.				$22,000.


	       #2			        $94,000.			            $25,000.


	       #3			        $83,000.			            $21,000.





	Value of improved subject:		$88,000.





18.  What is land indicated as a percent of improved value for this market if the 


       appraiser weights Comparables #1 and #2 at 40% each and Comparable #3 at


       20%, rounded to the nearest percent?





       a.  23%





       b.  25%
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       c.  27%





       d.  29%








19.  What is the value of the land component of the subject?





       a.  $20,240.





       b.  $22,000.





       c.  $23,760.





       d.  $25,520.





______________________








20.  What is the effective gross income multiplier for a property that sold for


       $195,000. if the potential gross income is $35,000., the vacancy and collection


       loss is 8%, and the annual operating expenses are $16,000.?





       a.  6.06





       b.  6.20





       c.  6.38





       d.  6.72








Use the following information to answer questions #21 and #22:





	$210,000. loan at 10% interest, loan term 15 years, fully amortized


	monthly payments.  Market interest rate:  11%





	Use mortgage constant of .010746 to calculate the loan payment.


	Use discount factor of 87.981937 to calculate the present value.





21.  What is the monthly loan payment at the 10% interest rate?





       a.  $1,932.59





       b.  $2,071.83
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       c.  $2,174.22





       d.  $2,256.66








22.  What is the downward financing adjustment if the appraiser concludes the 


        purchase price of a comparable purchased with this financing was inflated to


        compensate for the loss associated with the financing?





       a.  $10,270.





       b.  $11,455.





       c.  $12,019.





       d.  $13,306.





____________________








23.  What is the net income ratio for a property whose potential gross income is


        $60,000., vacancy and collection loss factor is 6%, and operating expense


        ratio is 44%?





       a.  44%





       b.  54%





       c.  56%





       d.  60%








24.  A financing adjustment should be made in the sales comparison approach when:





       a.  Below-market interest rates were used.





       b.  Above-market interest rates were used.





       c.  The prime rate was used.





       d.  Financing affected the sales price of the comparable.
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25.  Adjusting the potential gross income for vacancy and collection loss and then


       deducting property operating expenses will yield the:





       a.  Net operating income.





       b.  Net effective income.





       c.  Effective gross income.





       d.  Monthly gross rent.








26.  The real estate appraiser most likely estimates curable physical depreciation by:





        a.  Estimating the cost to cure the depreciation.





        b.  Capitalizing the income loss.





        c.  Applying the modified economic age-life method.





        d.  Calculating the replacement cost new.








27.  What is the adjustment that is made in the sales comparison approach to 


        account for appreciation or depreciation since the comparable sold?





        a.  Property rights conveyed





        b.  Financing





        c.  Conditions of sale





        d.  Market conditions





28.  A subject property is generating a potential gross income of $48,000. in a 


       market where a vacancy and collection loss factor of 7% is appropriate.  If an


       appraiser used an effective gross income multiplier of 6.55 in valuing this


       property, what would be the value?





       a.  $275,000.





       b.  $281,938.
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       c.  $292,392.





       d.  $314,400.








29.  If a property is valued at $350,000., its improvements new are estimated to cost


       $330,000., and accrued depreciation for those improvements is estimated using


       the economic age-life method with total economic life at 65 years and effective


       age at 12 years, what is the indicated value of the land?





       a.  $77,000.





       b.  $81,000.





       c.  $85,000.





       d.  $89,000.








30.  If the net operating income for a comparable is $55,000. and the property sold


       for $550,000., what is the indicated capitalization rate by division?





       a.  0.1000





       b.  10.00%





       c.  10.00





       d.  Both ‘a’ and ‘b’











31.  What adjustment is made for the difference in what the market may pay for a 


       fee simple interest versus a leased fee interest?





       a.  Property rights conveyed





       b.  Conditions of sale





       c.  Market conditions





       d.  Appeal
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32.  An appraiser is using paired sales to compare properties that were sold at arm’s-


       length and those sold where the buyer and seller were well known to each other.


       This appraiser is likely trying to estimate an adjustment for:





       a.  Property rights conveyed.





       b.  Conditions of sale.





       c.  Market conditions.





       d.  Appeal.





 


33.  Use the following information to reconcile to a final opinion of value.





		Sales comparison approach:  $200,000. value weighted at 60%


		Cost approach:		  $210,000. value weighted at 30%


		Income approach:	  	  $185,000. value weighted at 10%





        a.  $199,500.





        b.  $200,500.





        c.  $201,500.





        d.  $202,500.








34.  Calculate the annual operating expenses of a subject property from the 


       following data (all are annual):





			Real property taxes:		$25,000.


 			Owner’s income taxes:	    2,000.


		            Hazard insurance:		    1,500.


		            Depreciation:		                2,150.


		            Debt service:			    5,300.


			Capital addition:		  17,200.


			Utilities:			    4,400.


			Maintenance and repair:	    3,100.





         a.  $34,000.





         b.  $37,650.
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      c.  $42,950.





      d.  $60,150.








35.  What is the potential gross income multiplier for a property that sold for 


       $700,000. if the effective gross income is $90,000. and the vacancy and collection


       loss is $6,500.? 





       a.  6.90





       b.  7.12





       c.  7.25





       d.  7.78








36.  Management is generally considered in what classification of property operating


       expenses?





       a.  Fixed





       b.  Variable





       c.  Reserves





       d.  Other  








37.  Direct and indirect costs must be estimated in what method of land valuation?





       a.  Extraction





       b.  Land residual





       c.  Ground rent capitalization





       d.  Subdivision development
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Use the following information to answer questions #38 through #41:





	A comparable sold for $190,000. and is adjusted in the sales comparison


	approach using the proper sequence as follows:





			Square footage:		+$14,000.


			Conditions of sale:		+$  7,500.


			Market conditions:		+5%


   			Location:			-8%


			Financing			-$12,000.





38.  What is the adjusted sales price of this comparable?





       a.  $192,749.





       b.  $193,193.





       c.  $194,953.





       d.  $196,897.








39.  What is the percent net adjustment, to the nearest percent?





       a.  +1%





       b.  +2%





       c.  +3%





       d.  +4%








40.  What is the percent gross adjustment, to the nearest percent?





       a.  31%





       b.  32%





       c.  33%





       d.  34%
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41.  The adjustment of this comparable has exceeded what Fannie Mae guidelines?





       a.  Percent gross





       b.  Percent net





       c.  Both ‘a’ and ‘b’





       d.  Neither ‘a’ nor ‘b’





_____________________








42.  In order to estimate accrued depreciation by the economic age-life method, what


       age of the improvements must be estimated?





       a.  Actual





       b.  Effective





       c.  Physical





       d.  All of the above








43.  Physical deterioration and functional obsolescence may be:





       a.  Curable.





       b.  Incurable.





       c.  Both of the above.





       d.  None of the above.








44.  External obsolescence is generally considered to be:





       a.  Curable.





       b.  Incurable.
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        c.   Both of the above





        d.  None of the above.








45.  An appraiser is conducting a paired data set analysis of the following two


       comparables:





				Comparable #1		Comparable #2


		Sales price:	      $300,000.			      $325,000.





		Utility:	      Average			        Good





	            Location	     Westside			      Eastside





	            Condition	        Good			         Good





      If this appraiser believes the proper adjustment for utility is $5,000. in favor


      of good, what is the indicated adjustment for location?





      a.  $20,000. in favor of westside





      b.  $20,000. in favor of eastside





      c.  $25,000. in favor of westside





      d.  $25,000. in favor of eastside 








46.  What is the value of the land component of a subject property if the subject is


       valued at $240,000., the cost new of the improvements is $220,000., the total


       economic life of the improvements is 65 years, and the effective age of the


       improvements is 5 years (rounded to the nearest $1,000.)?





       a.  $35,000.





       b.  $37,000.





       c.  $39,000.





       d.  $41,000.
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Use the following information to answer questions #47 through #50:





	A comparable rental sold for $140,000.  Its potential gross income is $26,500.,


            its vacancy and collection loss factor is 6%, its annual operating expenses are


            $10,950., and its monthly gross rent is 1/12th of the potential gross income.





47.  What is the indicated gross rent multiplier?





       a.  63





       b.  65





       c.  70





       d.  72








48.  What is the indicated effective gross income multiplier?





       a.  5.01





       b.  5.29





       c.  5.62





       d.  5.99








49.  What is the indicated capitalization rate by division?





       a.  9.22%





       b.  9.97%


		


       c.  10.48%





       d.  11.13%
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50.  If the comparable’s potential gross income multiplier is used, what would be the


       value of a subject property generating $28,000. in potential gross income, 


       rounded to the nearest $1,000.?





       a.  $144,000.





       b.  $146,000.





       c.  $148,000.





       d.  $150,000.








____________________








END OF EXAM










































































