LET'S GIVE YOU EVEN MORE
QUESTIONS!!!

AFTER SPRUCE FINAL
TEST QUESTIONS AND MATH

I. Inwhich of the following types of loans is the loan
amountdivided intotwo parts, tobe paid offseparately
byperiodicinterest paymentsfollowed bypaymentof
the principal infullattheend of theterm?

A. Amortized
B. Straight
C. ARM

D. GEM

2. Priorto 1978, ashestos wasacomponent of more
than 3,000 types of building materials, and is currently
presentin what percentage of commercial and public
buildings in the United States?

A. 10 percent
B. 12 percent
C. 20 percent
D. 33 percent

3. Mr. Jones accepts an offer from Ms. Kieffer on his
vintage Victorian home, builtin 1892. Based on these
facts, all of the following statements are true, EXCEPT:

A. Mr. Jones must attach alead-based paint
disclosure statement to the sales contract.

B. If Mr.Jonesisaware ofanyled-based
paint on the premises, he mustdisclose that
factto Ms. Kieffer.

C. If Ms. Kieffer requests a lead-based paint
inspection, Mr. Joneshas 10days inwhich to
obtainoneathisexpense.

D. Ms. Kiefferisentitled toreceiveapamphlet
thatdescribesthe hazardsposed by lead-based
paints.

4. TheReal Estate Commission hastheauthoritytodo
anyofthefollowingtoalicensee EXCEPT:

A.. Downgrade of license.

B. Require additional education

C. Putthelicenseeinjail

D. Order the return of compensation
collected froman injured consumer.

5. Afterajudicial foreclosuresale, the courtwould most
likely arrange for the purchaser to receive which one of
the following?

A. Sheriffs deed

B. Bargain and Sale Deed
C. Quitclaim deed

D. Guardian's deed

6. A principal difference between a mortgage and a
deed of trust concerns which of the following?

A. Amortization
B. Acceleration
C. Redemption
D. Capitalization

7. When a developer obtains a ground lease and
intends to obtain a construction loan to build a
condominium project, what type of provision
regarding financing should be included in the lease?

A. Acceleration clause

B. Escalation clause

C. Subordination clause
D. Subrogation clause

8. Intheeventalessee, withoutgood reason,abandons
leased premises, leaving itin good condition, to
whatdegree isthe lessee normally liable tothe lessor?

A. Forrentpayabletothe datelessee leaves

the premises, plus security deposit

B. Forrentpayabletothedate lessee leaves, plus
security deposit and a percentage of rent

payable for balance of term

C. Forrentdueand payable forthe remaining
period of thelease

D. Forrentdueandpayable forthe remaining
period of the lease, plus the expense of
locating a new tenant

9. Under the provisions of the Uniform Residential
Landlord and Tenant Act, which of the following is
true? .

A Themaximumamountofmoneythetenantis
required to pay at the start of the lease is

equal to three months' rent.

B. Thelessor can putinthe leasearequirement
for lessor's consent prior to the lessee's
subletting the premises.

C. Thelessee hasaright of firstrefusal.

D. Thelessor mustplace securitydepositsinan
interest-bearing account for the lessor's account.

10. Theclause inalease that gives atenant the right to
purchase leased propertyataspecific priceisa:

A. Reversionaryright
B. Holdover tenancy
C. Lease option

D. Right of firstrefusal
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11. Duringtheterm of the lease, whose property isthe
security deposit?

A Lessor

B. Mortgagee

C. Lessee

D. Property manager

12. Whichofthefollowing must be containedina
commercial lease agreement for it to be valid?

A Amount of taxes on the leased premises
B. Nameofinstitutioninwhichthesecurity
deposit isheld

C. Assessed valuation of the property

D. Amountofrenttobe paidandthe method
of payment (monthly, quarterly and so on)

13. AIIEXCEPTwhichofthefollowingaretrueabout
selling interests in a Real Estate Investment Trust
(REIT)?

A Theantifraud provisions ofthe Securities
Actapply

B. Salespeopleneedtobelicensedunderthe
securities law

C. Violationofthelawisacriminal offense

D. Brokersneedtobelicensed underthereal
estate licensinglaw.

14. Assumethereisa five yearleaseat$5,000 peryear.
Thelessorinyearthreeusuallycannot:

A. Mortgage
B. Sell

C. Raiserent
D. Devise

15. Inatriple netlease, the tenant usually pays for all the
followingEXCEPT:

A. insurance

B. utilities

C. management fees
D. mortgage payments

16. Whenagroup of investorsand oneormore sponsors
acquirereal estate, thisisbestcalleda:

A Rental pool

B. Timeshare

C. Syndication

D. Group investment

17. The property management agreement typically
authorizesthe property managerdowhichoneofthe
following?

A. Prepare operating budgets and review the
credit rating of potential tenants

B. Listandselltheproperty

C. Collect security deposits and place them in
the manager's general account

D. Denyrentalstoformerdrugaddicts

18. Property managers need to recognize economic
conditionsthatgiverisetoanincrease indemand for
more expensive rental units. What economic
condition will cause such an increase in demand?

A. Decrease inmortgage interest rates
B. Increase indisposable income

C. Decrease in consumer price index
D. Increaseinsupplyofrental units

19. A person owns a four apartment complex. The
apartments rent for $500 each permonth. Ifthereisa
5%vacancy rateand expenses are $700 per monthand
debtservice is$1,500 per month, the cash flow would
be:

A $200
B. $ (Negative) 200
C. $300
D. $ (Negative) 300

20. Certainelements mustbe presentinareal estatesales
contract involving a single-family residence if the
contractistobevalid. Although thefollowing

elements are recommended, which one is NOT an
absolute necessity?

A. Description ofland
B. Type ofdeed

C. Names of theparties
D. Sales price

21. Abuilderagreesto build ahouse and sell ittoabuyer
in180days. The buyeragreestopaythenegotiated price
within 45 days after completion. The contract, before
completion of the house, may be referred toasa(n):

A.executory contract
B. implied contract
C. voidable contract
D. executed
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22. Howmany linear feetof fenceare needed alongone
sideofl.5milesofroadway?

A. 7,920
B. 8,250
C. 13,430
D. 16,450

23. Aneasement inadeed isdecided by

A. the attorney
B. the surveyor
C. the broker

D. the assessor

24. How isthe Real Estate Commission formed?

A. Seven people elected by the people.

8. Five people appointed by the Governor.

C. Threepeopleselected bythe Secretary of
State.

D. Five people selected by the National
Association of Realtors.

25. Ofthefollowing typesofliens, which hasthe highest
priority?

A. Property taxes and special assessments.
B. Properly recorded mortgages.

C. Mechanic's liens.

D. Creditor judgments.

26.Whichterm BEST describesacourtordertocarry
out thetermsofasigned real estate sales contract?

A. Specific performance
B. Lis pendens

C. Attachment

D. Subpoena

27. Motivation ofseller isused inwhich type of
appraisal?

a. Cost approach

b. Income approach

c. Sales comparison approach
d. Gross rentmultiplier

28. Allofthe following statementsabout deed
restrictions are true EXCEPT:

a. they are frequently encountered in residential
subdivisions.

b. they are called restrictive covenants.

c. theyterminate uponthe death ofthegrantor.

d. onceestablished, they run withthe landandare
limitationsonthe use of futuregrantees.

29. Which ofthe following life estates iscreated
by someone other than the owner?

a. Conventional lifeestate.

b. Ordinary lifeestate.

c. Legal lifeestate.

d. Community property life estate.

30. Onewho hastherighttosignthe name of the
principal toacontractofsaleis:

a. a specialagent.

b. an optionee.

c. anattorney-in-fact.
d. anattorney-at-law.

31, Ownership ofanundivided interestin land with
right of survivorshipis:

a. tenancy in common.
b. jointtenancy.

c. bothaandb

d. neitheranorb.

32 Functional obsolescence is classified as:

a. curable.

b. incurable

c. bothaand b
d. neitheranorb

33. Landisusually listed asall ofthe following
EXCEPT:

a. Square foot
b. Square yard
c. Acres

d. Front foot

34. A written acknowledgement that a mortgage has
beensatisfiedisBEST calleda(n):

a. Subordination

b. Promissory note

c. Release of lien

d. estoppel certificate

35. A sale contract stipulates that a buyer is to pay
theseller'stitle insurance expenses. Thispractice
isnot customary inthe area. In this case,

a. the buyerandseller mustamend the contract
before closing.
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b. the contract is voidable, since the seller must
pay the expense.

c. the buyer may payor not pay theexpense, at his

or her option.
d. the buyer must pay the expense.

36. Which of the following are examples of closing
items not prorated between buyer and seller?

a. Taxes andrents

b. Title insurance and inspection fees

c. Utilitiesand hazard insurance.

d. Condominium assessments and special
assessment payments.

37. Whichofthefollowingitemsarepaidinarrears?

a. Taxes andinsurance
b. Rents andinterest
c. Taxes andinterest
d. Rentsand insurance.

38. Whichofthefollowing itemsarepaidin
advance?

a. Taxesand insurance

b. Rents andinterest

c. Insurance andinterest
d. Rents andinsurance.

39. WhatisNOT covered inatitleinsurance policy?

a. Forged deeds

b. Improperly delivered deeds

c. Items listed in the schedule of exceptions.
d. Incorrect marital status.

40. Anewsales person hastheir license issued on
June 29th. Whendoesthe license expire?

a. Inoneyear.
b. OnDecember 31stofthe year itwasissued.
c. Thenextday.

. d. On June 30th of the following year.

41.- A Director of Human Resources from a large
corporation contactsabrokeraboutatransfer of
a large number of people into the broker's
market area. The Director says hewill give the
broker all of the business if the broker will agree
to pay a fee of 1% of the purchased property's
-value to the Director. Can the broker do this?

a. Yes, ifthe Director isalicensed real estate
broker.

b. Yes, iftheDirector doesnotdiscriminate in
who he refers

¢. No, not under any circumstances.

d. No, because itwould be unfairto the company's
personnel to limit them to one broker's services.

42. Abrokercannotdoanyofthefollowing
EXCEPTactas:

a anattorney
b. anappraiser
c. acommissioned office manager
d. asurveyor.

43. PMI is the acronym for Private Mortgage
Insurance often used by borrowers whose LTV
(loan to value) ratio is less than 20 percent.
LendersmustceasechargingPMIwhenthe LTV
reaches:

a. 22 percent
h. 27 percent
C. 29 percent
d. 35 percent

44, Courthouserecordsare maintained inwhichof
the following ways?

.a. by date property was actually transferred

b. bydate deed wasissued

c. bydatedeedwasrecorded

d. bydate ownertook possession ofthe property

45, Ifasalespersongetstheiroriginal licensein
March, how much continuing education must
they have to renew their license in July of that
year?

a. threeandahalfhours
b. seven hours

C. none

d. nine hours

46. West Virginia's Real Estate Lawsarecontainedin
WV Code

a Chapter 15, Article20
b. Chapter30, Article40
c. Chapter 174, Article 12
d. Chapter 12, Article 174

47. TheWestVirginia License Lawwas passedto

a raise revenue

b. protect the public

c. restrict competition

d. keep brokers from cheating each other
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48. Appointments to the Real Estate Commission are
made bythe

a. Superintendentof Public Instruction

b. Insurance Commissioner

c. Secretaryof State

d. Governorwiththeapproval ofthe Senate

49. Any person who collects a real estate commission
and isnot licensed is guilty of

a. duress

b. a felony

¢. a misdemeanor
d. fraud

50. Persons found guilty of operation in the real
estate business withoutalicense may be fined by

a. Acourtof law

b. The Governor

c. The District of Attorney
d. The Attorney General

51. Whenabroker dischargesasalespersonforany
reason, among otherthings, the brokershall

a close the salesperson's trustaccount

b. sendthesalesperson's license tothe Real Estate
Commission

c. publish a termination in the newspaper

d. chargethe personatermination fee

52. Everyperson licensedasareal estate broker shall

a. haveand maintainaPost Office Box

b. haveand maintainadefinite place of business
C. obtain an insurance license

d. beonactivestatus

53. The West Virginia License Lawwaschangedto
itscurrentcode citation in

a. 1998
b.1905
€.2002
d.2000

54. The monetary fine for afirst violation of the West
VirginiaReal Estate License Lawcould be

a. $1,000.00
b. $2,000.00
c. $3,000.00
d. $5,000.00

55.Under the provisions of the West Virginia Real

Estate License Law, a person violating the
provisions of this Article could be fined

a. Any amount determined by the Commission

b. The amount of compensation they received
from a real estate transaction.

c. $5,000.00

d. $2,000.00

56.Underthe provisionsofthe West VirginiaReal

Estate License Law the Real Estate
Commissionisauthorizedtochargeafeeof

a Up to $2,000.00 per day per violation

b. Upto$1,000.00 perdayperviolation

¢. Anyamountthatisdeemed reasonable under
the circumstances

d.An amount sufficient to prevent further
violations

57. Anypersonaccused undertheprovisions ofthe
West Virginia Real Estate License Law shall
fileananswertothechargeswithin

a Tendaysofdate ofservice

b. Fifteendaysofdateofservice
c¢. Twenty daysofdateofservice
d. Thirty days of date of service

58. Howmuch"equity" money mayabrokerkeepin
his "trust fundaccount"?

a. Any amount he deems appropriate

b. Any amount the depository institution requires
of any other depositor foran account

¢. Not more than $100.00

d. Not more than $500.00

59. Rules and regulations adopted by governmental
agencies

a. serveasgeneral guidelinesonly

b. areusedtoadministerandenforce legislative
acts

C. may not prescribe penalties for violations

d. donothave the force and effect of legislative
acts
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66. AMortgage Redwction Certificate is

60. Asalesperson's license generally must be
a. anout of pocket expense

a. keptinasafe place by the salesperson b. usedforataxbenefit

b. carried by the salesperson with him or her c. ataxdeduction

c. retained in the office of the employing broker d. larger at the beginning of the mortgage
d. retainedbythesalespersonathisorher

67. What isthe principal purpose underlying legal

residence
descriptions of real property?

61.Beforeareal estate license canbesuspended or

revoked, the licensee is usually entitled to a. To.create aconsistent, unchanging standard for
locating the property.

a. havethestate'sattorneyrepresentshimorherin b. Toeliminate all possible boundary disputes.
court ¢. Tocomply with federal laws.

b. ahearing before the jurisdiction’s licensing d. Toeliminate cumbersome metes and bounds
authority descriptions.

C. aprobationary period

d. make restitution forany financial misdealing’s 68. Zoning, building codes,andenvironmental

restrictionsare formsoflocal land use
62. The states have enacted real estate licensing laws control known as

forallofthefollowingpurposes EXCEPT to
a. forcemajeure

a. protect the public from dishonest individuals b. pre-emption
b. maintain minimum income levels for licensees c. police power
c. prescribe qualifications and standards for d. concurrency
licensees
d. maintain minimum educational levels for 69. Apromissory note createswhichofthe
licensees following?
63. When the license of areal estate broker is a. Secured mortgage
suspended or revoked, his or her salespeople b. Personal obligation
c. Specificlien
a. must find anew employing broker d. Generallien
b. must obtain their broker's license
¢. must stop listing and selling property 70. Whenatrustdeed isused, the lender isthe
d. may continue operating as before
atrustee
64. Whichlawallowsyoutocheckyourcredit b. beneficiary
history in the event you are denied credit? c. trustor
d. maker
a. Equal Credit Opportunity Act
b. Truth in Lending Act 71. WhyareSavings & Loans making lessloans?
c. Fair Credit ReportingAct
d. Regulation z a Deregulation
b. Proliferation ofother sources
65. How many Real Estate Commissioners were ¢. Increase in highriskloans
There in July of 2002? d. Improving government help
a. Three
b. Seven
C. nine
d. five
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72. Canasalesperson orabrokeraward orgive
door prizes to people who come toan open
house?

a Only under certain circumstances with the Real
Estate Commissions express consent.
b. No, not under anycircumstances.
¢. No, ifthe gift or door prize isover $25 in
value.
d. Yes, iftherulespublished bythe Real Estate
Commission arefollowed.

73. Adjustments for advantageous financing would
bemade inthe

a. Marketcomparisonapproach
b. Costapproach

¢. Incomeapproach

d. Capitalization approach

74. Whenproperlyrecordedinthe countywherethe
real estate of the defendant is located, ajudgment
becomes a(n)

a. Voluntarylien
b. Involuntary lien
c. Specificlien

d. Statutory

75. Whatarethethingsyouwould NOT consider
whenbuyingahome

a Culturalevents

b. Employment opportunities
c. Social services

d. Retirement prospects

76 An appraiser is applying the cost approach in
valuinganelegantbuilding that wasbuiltin 1894.
Which ofthe following ismost likely to be true?

a. Thebuilding's replacement cost is the same as
its reproduction cost

b. Thebuilding's replacement costisa better
indicator of its market value than its
reproduction cost

¢. Thebuilding's reproduction cost isabetter
indicator of its market value than its
replacement cost

d. Thebuilding's replacementcostis much greater
than its reproduction cost

77. Afterthe construction ofabuildingintheair

above a railroad right-of-way, the trains can

a. operate asusual.

b. nolonger usethetracksunderthebuilding

c. use the tracks under the building only if they
cause noproblemforthebuilding's occupant.

d. use the tracks under the building as long as they
first obtain the building owner's permission

78. In which of the following types of loans is the

loan amount divided into two parts, to be paid off
separately by periodic interest payments followed
by payment of the principal in full at the end of
the term?

a. Amortized
b. Straight

c. ARM

d. GEM

79. The lastdate of a loanis

Pricing date
Contract date
Maturity date
Settlement date

oo

80. The Real Estate Commission has the authority to

doanyofthe followingtoalicensee EXCEPT:

Downgrade of license

Require additional education

Putthe licensee injail

Order the return of compensationcollected
from an injured consumer

o o

81. Aloan that is paid off ata rate of $200 per month
with an 11% interest rate and at the end of the
loanthere isaballoonpaymentiscalled

a. Straight loan

b. Partially amortized loan
c. Fully amortized loan
d. Guardian's loan

82. Principal difference betweenamortgage anda
deed of trust concerns which ofthe following?

a. Amortization
b. Acceleration
c. Redemption
d. Capitalization
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83. Whenadeveloperobtainsagroundleaseand
intendstoobtainaconstruction loantobuilda
condominium project, what type of provision
regarding financingshouldbeincluded inthe
lease?

. Accelerationclause
. Escalation clause

. Subordination clause
. Subrogation clause

o0 o

84. Inthe eventofalessee, without good reason,
abandons leased premises, leaving it in good
condition,towhatdegreeisthelesseenormally
liable to thelessor?

a. Forrentpayabletothe date the lessee leaves
the premises, plus security deposit
b. Forrentpayabletothe date the lessee leaves,
plus security deposit and a percentage of rent
payable for balance ofterm
¢ Forrentdueand payable for the remaining
period ofthe lease
d. For rent due and payable for the remaining
period ofthelease, plusthe expense of locating
a new tenant

85. Under the provisions of the Uniform Residential
Landlord and Tenant Act,-which of the following
is true?

a The maximum amount of money the tenant is
required to pay at the start of the lease is equal
tothree months'rent.

b. Thelessorcan putinthe lease arequirement
for lessor's consent prior to the lessee's
subletting the premises.

c. Thelessee hasarightoffirstrefusal.

d. Thelessor must place security depositsinan
interest bearing account for the lessor's
account.

86. The Clause inalease that givesatenantthe right
topurchase leased property ataspecific price is
a

.a. Reversionary right
b. Holdover tenancy
c. Lease option

d. Right of first refusal

87. Duringthe termofthe lease, whose property is
the security deposit?

a. Lessor

b. Mortgagee

C. Lessee

d. -Property manager

88. In West Virginia, what type of deed does the
County Sheriff, after the redemption period has
expired, issue inhisactionsforunpaid real estate
taxes?

a. Sheriff's Deed
b. Quitclaim Deed
c. Tax Deed

d. Property Deed

89. How many days doesabroker have to notify the
Real Estate Commission of any change in
depository institutions used to hold trust fund
monies?

a. Five
b.Seven
c.Ten

d. Fourteen

90. Everything is correct about joint tenants
EXCEPT:

a. All parties have the same interest.

b. All parties have equal possession.

c. Everyone gottheirtitle onthe same
document.

d. Ownership canbe created foranewjointtenant
atadifferenttime.

91. UnderWV Real Estate License Laweverythingis
correct EXCEPT:

a.Things a Broker can deposit into a trust fund
account include, but not limited to, earnest
money deposits, security deposits, rental receipts,
auction proceeds and money held in escrow at
closing

b. Eachtrustfund accountmustbeestablished at
a financial institution which is insured against
loss byan agency of the federal government and
theamount deposited therein cannotexceed the.
amount that is insured against loss.

c.Each trust fund account must- provide for the
withdrawal of funds without notice ofthe WV
Real Estate Commission.

d.Notrustfund account may earn interest orany
other form of income, unless specifically
authorized by Commission rule.

92. Thedefinitionofrescindis

a. Tostartover

b. To cancel

c. To relinquish

d. To say "good bye"
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93. EverythingiscorrectaboutaWV real estate
license EXCEPT:

a. Canbetakentoanotherbroker

b. Must beinthe possession of employing broker

c. Canberevoked bythe WV Real Estate
commission

d. Must be renewed eachyear

94. Personsfound guilty inthereal estate business of
doingbusiness withoutalicense maybefinedby

a. the West Virginia Real Estate Commission.
b. the attorney general.

c. a courtof law.

d. the statedepartment.

95. A "Tennant at Sufferance"is:
a. Alicense
b. A legal tenant

c. Atrespasser
d. Aguest
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ANSWER KEY

52.b
) 54. b
3.C 55. b
4.C 56. b
5b 57.C
6.C 58. C
7.C 59. b
8.C 60. C
9.b 61. b
10.C 62. b
11.C 63.C
12.d 64. C
13.d 65. d
14.C 66. d
15.d 67. a
16.C 68. C
17.a 69. b
18.b 70. b
19.d 71. b
20.b 72.d
21.a 73.a
22.a 74. b
23.a 75.d
24.b 76. b
25.a 77.a
26.a 78 b
27.C /3 C
28.C 80. £
29.C 81. 0
30.C 82. C
31.b 83. C
32'C 84. C
33.b 85. b
34.C 86.c
35.d 87. C
366 88.C
37 89. C
38.d 90. d
39.C 91. C
40.C 92. b
41.a 93. a
42.C 94. C
43.a 9.C
44.C
45.C
46.b
47.b
48.d
49.C
50.a
51.b
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Your Math Problems

1. A custom home containing 4,320 square feet
was recently constructed on a $145,000-lot.
Construction costs were $80.25 per square foot,
and other fees and costs totaled $12,785. What
was the total cost of the property?

a. $145,000
b. $346,680
C. $395,465
d. $504,465

2. A 40-acre tract was sold for $2,200 per acre.
The seller realized a 14.5 percent profit from the
sale. What was the original cost of the tract?

a. $75,240.00
b. $76,855.90
C. $100,760.00
d. $102,923.98

3. A home valued at $168,500 has just had a 70%
mortgage loan placed on it. The interest rate is
11.25%. The monthly payment is $1,292.22
including principal and interest. What will the
principal balance of the mortgage loan be after
the monthly payment is made?

a. $117,560.28
b. $117,763.56
c. $117,913.56
d. $117,950.00

4. A property owner wishes to net $56,500 from
the sale of her small building. After paying an
advertising allowance of $160 and a 7%
commission, what must the selling price be,

rounded to the nearestdollar?

a. $60;455
b. $60,626
c $60,753
d $60,925

5. The effective gross income from an office
building is $73,500 and the annual operating
expenses total $52,300. If the owner expects to
receive an 11 percent return on his investment,
what is the value of the building?

a. $125,800
b. $192,727
C. $475,454
d. $668,181

6. If a residence is valued at $87,500 and its
assessment ratio is 50% of market value, what are
the annual taxes if the tax rate is $7.80 per $100 of
assessed valuation?

$3,187.75
$3,412.50
$5,608.96
$6,825.00

20 oo

7. A real estate licensee leased a building for 10
years at an annual rent of $48,000. She will
receive a commission of7.5% for the first 5 years,
5% for the next three years, and 3.5 % for the
final years. What will her income be from this
commission over the life of the lease?

a. $18,000
b. $25,200
C. $28,560
d. $30,000

8. A vacant lot that measures 100 feet wide by 125
feet deep is listed at a price of $250 per front foot

The broker will collect an 8% commission on the

sale. If the lot sells for the full asking price, how
much is the broker'sfee?

a. $2,500
b. $2,000
C. $1,500
d. $1,250

KEY:1.d,2.b,3.b,4.d,5.b,6.b,7.¢, 8. .
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Special Note

OnSeptember 21,2005, the West VirginiaReal Estate Commission, inresponsetoaU.S. Department of Justice
inquiry, unanimously determined that it would no longer enforce the "anti-inducement rule as previously
promulgated by C. S. R. § 174-1-11. On November 16, 2005, the Real Estate Commission determined that
amendingthecurrentlanguageof CSR8174-1-11, wasappropriate inthe circumstances. New language hasbeen
written and approved by the Legislative Rule Making Review Committee and has been incorporated in the law and
the Legislative Rules. It is now legal to induce people in a real estate transaction as long as specific rules are

followed.

Vocabulary that will help you answer questions.

Allodial System- Allowance by the government for private individuals to own land with relatively unrestricted
rights. This is the system we use in the United States.

Paid in Arrears - Paid After. The context of the question may relate to what items are paid inarrears. The two
itemsthatareusuallypaidinarrearsinReal Estateare Interestand Taxes.

Deed of Trust -A document used to secure loans with real estate. The parties to the deed of trust are the

TRUSTOR (borrower) TRUSTEE (aperson appointed by lender to hold the deed) BENEFICIARY (the lender)

Prospectus - a printed advertisement fora new enterprise, such asanew subdivision, rural land or any other

venture. Prospectusesarecommon inthe investment business. Theyare usually usedtodescribeaventureoran

investment so as to attract investors or purchasers.
Power of Attorney- A document executed by an individual giving another person the authority toacton his or her

behalf. The person appointed becomes an Attorney-In-Fact.

Blended Rate- A blended rate occurs whentwo loans are combined and the new interest rate is calculated based on
combining the calculated annual interest on both loans and dividing that amount by the new total loan amount.

Fair Credit Reporting Act- The federal "Fair Credit Reporting Act" requires, among other things, lenders and
creditreportingagenciestoinforman individual astowhyacreditwasdenied.

Intrinsic Value-An appraisal term referring to the value created by aperson’s personal preferences fora partlcular
type of property. Itisimportanttoconsider "Intrinsic Value" when making a Real Estate Investment.

Severalty - Ownership by one person only. A person canown property in Fee Severalty, which meansthe person
hasall of the rights to the property by him or herself.

ARM (Adjustable Rate Mortgage) - The interest rate will vary depending upon the Index Rate at the time of the
adjustment. The lender isrequired to give you atrue cost of borrowing based on Regulation Z (Truthin Lending
Law).

Tenants By The Entirety - This isaform of ownership by a married couple of their homestead in some states. If
the couple getsadivorce, thedivorce automatically makesthem "Tenants In Common™ inthe ownership of the
homestead.

Bilateral and Unilateral Contracts-A unilateral contract is when only ONE party is bound to act, such as in an
option. Bilateral contracts are when all parties are required to act. Most contracts are BILATERAL.

Lis Pendens- Arecorded document that gives notice thatan action (law suit) has been filed that may affect the title
toaparcel of real estate.

Doctrine of Prior Appropriation -In states where water isscarce, the .state controls the use of all water, except for
limited domestic use. A person who wishes to use water must apply forand obtain a use permit from the state's
water resource board.

Special Warranty Deed - A special warranty deed is used when the seller is not willing to warrant any defects
priorto hisor her ownership. The phrase "'Remise, release, alienate and convey™ is reserved for usein this type of
deed.

Voidable Contracts- Contracts that are entered into by minors, people under duress and who have been defrauded
-mayat their option declarethecontractvoidor valid.. Therefore, the only personwho canvoidacontractisthe
minor, the person under duress or the person who has been defrauded. The other party to the contract does nothave

therighttovoidthe contract.
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How the math is done

1. 4320 X $80.25 = 346,680 (b)
+12.785
359,465 (c)
+14S.000 (a)
Correct 504,465 (d)
2. $2,200 X 40 =$88,000

Cost + Profit = Sales Price

100cost + 14.4%cost = $88,000
114.5% cost = $88.000
114.5% 114.5%

| Cost= $76,855.90 (b)
3. $168,500 X 70% = $117,950
Interest = Principal X Rate X Time

1,105.78 = 117,950 X 11.25% X 1/12

Total Payment = Interest + Principal or
Total Payment-Interest= Principal
$1,292.22-1,105.78 = S 186.44

Loan Amount - Payment = Still Owe$117,950
-186.44 = $117, 763.56 (b)

4. Owner Wants $56,500
Owner Owes 160
Owner Needs $56,660

Total Sales Price = 100%
Brokers Percent = 7%
Owners Percent = 93%

Owner's need (divided by) Owners percent=
Total Sales Price
$56,660 /93% = $60,925 (d)
5. Gross $73,500
-Expenses  52.300
Net Income 21,200
Net Income (divided by) Rate of Return = Value

$21,200 / 11 % = $192,727 (b)

6. $87,500 Market Value
X 50% Assessment Percent
$43,750 Assessed Value (divided by) 100 =
Units to be taxed= 437.5 X $7.80 = Tax Amount=

$3,412.50 (b)

7. $48,000 X 7.5% X 5 = $18,000

48,000 X5% X3 = 7,200
48,000X 3.5% X2 = 3.360
Total Income =$28,560(c)

8. First measurement given is ALWAYS the
FRONTAGE.

100 x $ 250 = $25,000 x 8% = $2,000 (b)
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