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Read InstructioTrs care&llv

Question #l
Tlie notary tinalizes the transactio:r between the buyer, the seller and the appraiser.

a. True
EES-=

Question#2 h MI*
When rvill tlie norninal rate per snnum be greater than th\ (I'ective rate of return?

n there is no compcunding at all per annum
c. M:en the cornpounding period per annum is negalive
d. When the cornpounding period per annum is between zero and one
e. None of the above

Question #3

Which of the iollowing is a variable in the time value of money calculations'?

b. Purchase price
c. Down paymeni
d. aandb
e. None ofthe above

Question fi4
If the nominal rate is 8.00 percent every three montlrs, what is the effective annual rate?

a. 32%
b. 8.24

d. 25.97%
e. None of the above

Question #5
What is the present value cf an alnuity, of $2,000 per annum for 10 years, assuming end

of year payments? Interest rate is 8.10 percent per annum.

a. $15,526
b. $ 13,420
c. $28,973ffi' 
e. None ofthe above



FINAL EXAM (VA) Fina 210 Section CX (SUMMER 2013) {
THIS EXAM MUST BE RETURNED IN.lg.CT (Do not rernove siaple)

Read Instructions carefullv

Question #5
3re of the real estate pricing issues is due to ihe problerns with real estate data, such as,

the use ol appraisal values inslead of actual values; sho:t-run evaluations; srnall sarnple
size: and evaluating the real estate investments on a un-levered (nc- financing) basis.
Do you agree r,vith all the above reasons?

uryI:'

Question #7
The law of agency discusses the dift'eren1 types ol real estate Iistings permitted by law
and certified by the broker.

Wrrue
b. !alse

Question #8
The debt service schedule or loan amortization schedule is prepared by the .-- for
the

ffiMortgage lender; equity investor -i'

b. Mortgage lender; tenant
c. Mortgage lender; govem:nent
d. Accountant; mo.tgage lender
e. Non of the above

Question #9
The third party agrees with the principal to hire the same broker lo minimize the broker':
commission, which must be paid when broker brings in a ready, willing and able i*yer.

a. True

uffiFat."

Question #10
The notary does not have to payout the cornmissions if the trarsaction did na1 materialize
even if the buyer wants to buy and has the money lor it.

a. True

*'ffialse
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Question #l I

The exclusive right{o-sell listing rneans that the owrler can seli ihe property and does not
have to pay the commission to lhe agent.

a. True

ffiFalse

Qr:estion #12
Tlte company acquired a prope(y tbr $600,000. The building costs are 701ir of tlie value
and the balance is land. Wrat is the capital cost allowfrnce for Year 2 if the capital cost
allowance is 20% declining balance rnethodl half-year rules applies and put-in-use in
eflect (new rules)?.

a. $ 108,000
b. $67,200
c. $84,000

*qffi$zs,ooo
e. None of the aboye

Question #13
Use ihe informaiion below to answer the fullowing question.
Asking price $600,000
frcperty sold for 95% of asking price
Loan-to-value ratio (LVR) of 85%
Interest rale (nomi:ial) per &nnum is 7 .5AoA per annum compounded semi-annually
Mortgage payment paid annually
Term of loan l5 years
What is ihe rnortgage payment per annum?

nffi$ss,l6s
b. $66,292
c, 556,054
d. $56,521
e. None of the aboye
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Questiln #14
Use tlie inlonnation below to answer lhe follor.ving question.
Property lalue $750.000
Loan-to-value ratio (LVR) of 80%
Interest rate (no:riinal) per annurr is $.75oh per annum compounded semi-anr:xally
Mortgage payment paid ar-:nually
Term of loan 20 years

What is (he Ioan balance alter 3 rnortgage pay:nents?

a. $55 1,766

b. s556,713
c. $547,398

$ iffi$552,306
e. None ofthe above

Questiu #15
Use the information below to answsr the lollowing question.
Property valle $750, 000
Loan-to-value ratio (LVR) of 85%
Irilerest rate (nominal) per annurr are as follows: -
Year L 7.2A% per anxurn compounded semi-anrtually
Year 2. 8.35% per annum compounded se:ni-annually
Yaa: 3. 6.50% per annurn compounded serni-annually
Mortgage payment paid annually
Tenn olloan l0 years
What is the principal portion cf the 2nd mortgage payment?

,m$46,385
b. $45,437
c. $46,726
d. s50,470
e. None of the above
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Question #16
Use lhe irrformation below to answer the tbllowing question.
Property value $700,000
Loan-to-value ralio {LVR) of 65Yo

Interest rate (norninal) per annum are as follows: -
Year l. 8.15% per annum compounded semi-annually
Year 2. 7.20% per affturn compounded semi-annually
Year 3. 6.80% per annum cornpounded semi-annually
Mortgage payment paid annually
Tenn of loan l5 years
What is:he interesl portion of the 3'd mortgage payment?

c. $28,553
d. $32.171
e. None ofthe above

Question #17
Mrich of the twc of the following four
profitability of the project?

environments deals with the feasibility and

Legal & Market
Legal & Financin

Question #18
The equity investor could be an i:'rdividual and

What is another name for this equity inveslor?
/ or any forms of business organizalion.

a. Tenant

c. rcker
Notary
None ofthe above

a.

b.

d.
e.

Ilv{arket & Taxation
e. None ofthe above
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Question #i9
The participant called "government" could be any of the following:

a. Federal, Provincial, International

i.la* Federal, Provincial. Municipality' 
c. Provincial, Murricipality, District
d. Federal, Municipality, County
e. None ofthe above

Question #20
The rnortgage iender could loan you rnoney on a short-term basis or long-tenn basis

(inaturity). Wliat would you choose to avoid risk?

a. Higher rates comes with longer maturities

b. Higher rates cotnes with shorter maturities

..,}'$H$rlower rates c.omes with longer maturities
d, Lower rates comes with short-term maturities
e. None ofthe above

Question #21

The rnajor participant that deals with wealth taxation and incoine taxation is the:

a. Notary
b. Morlgage lender

3lG,SiGovemment
d. Tenant
e. None of the above

Question #22
What is the future value of an annuity, of $ I ,500 per annum for 9 years, assuming end of
year payments? lnterest rate is i0.50 percent per annum.

r,w$20,803
b. $23,31 I
c. $8,469
d. $ 17,468

e. None ofthe above
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Question #23

Using actual values rnay lead"to understating the expected retum because actual values
are usually understated.

Question #24
Cornpanies invest in real estates as part of their portfolios because there is limited number
of good stocks and bonds and appraisal values can be used to estimate the expected
return.

lffi
b. False

Question #25
Studies have shown that companies invest in real estate as part of their portfolios because

real estate investments are positively correlated with the markets.

a. True

@
Question #26
Rent incorne is less certain when compared with other income and that is probably one of
the reasons why real estate investments are less risky than the other investments in the
market.

a. True

dG
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Question #27
lJse the infbrmation below to answer the fbllowing question.

You liave cash on lrand
Property vaiue $500,000
Loan-to-value ratio is 70%
Interest rate (nominal) is 6.50% per annum compounded semi-annually
Processing t'ees is 1.50% of loan
Cancellation penaity is 1.80% of outstanding rnortgage balance

Mortgage payment paid annually
Tenn of loan l5 years

How much do you owe the bank if you leave at tlte end of Year 8?

a. $204,778
b. $230,927

:.r,:.dl$$208,462

d. $210,026
e. None ofthe above

Question #28
The construction of abuilding costing $12,0CI0,000 started i* Year I and was completed

and occupied in Year 2 (two years constructions). $8,000,000 of the construction costs

was incurred in Year I and the halance in Year 2.

Using the old rules or systern (5% CCA rate, declining balance method, full year rcrle and

no put-in-use)" what is the capital cost allowance {CCA) in Year 3?

:;ti*.i$551,000
b. $570,000
c. 556l ,000
d. $598,500
e. None ofthe above

Question #29
The construction of a building costing $12,000,000 staded in Year i and was cornpleted
and occupied in Ysar 2 (two years constructions). $8,000,000 of the construction costs

was incurred in Year I and the balance in Year 2.

Using the new rules or system (4% CCA rate, declining balance method, half-year ruIe

and put-in-use in effect), rvhat is the capital cast allowance {CCA) in Year 3?

a. $480,000
b. $467,200
c. $451,600

-:'t$$470,400

e. None ofthe abnve

10
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Question #30
Which of the tbllorving does consider the time value of rnoney, when applying the

clecision-rnaking criteria in the real estate investment process?

a" Rules of thurnb techniques
b. Cost approach

gry-fDiscounted payback period
d. Sales or market comparable approach
e. None of the above

Question #31

Ali costs are required to be accumulated befare tlte caleulations of capital cost allowance.
This concept is called:

a. Cross income multiplier
b. Deferred annuity
c. Overall capitalization rate

f.S$Put-in-use
e. None of the above

Question #32
The asking price is $240,000 and the property was sold at a 9 percent discount, The loan-

to-value ratio is 70 percent and ttre processing fees are 2 percent of loan. Haw much must

you borrow ifyou have cash on hand?

a. gl 57 ,7 14

b. $ 157,248
c. $154,560

ffi*#s l s2,8ao
e. None of the above

Question #33
You purchased a properly for 80 percent of the asking price af 5250,000" Ycu ptlt down
20 percent of the purchase price as down payment. Processing fbes is 1.60 percent of
loan. Horv much did the bank give you on signing the l*an agreement, assuming you

have cash on hand?

a. $ 160,000
'#',,.$st 57,44a
c. $ I 57,600
d. $ I 97,000
e. None of the above

ll

li
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Question #34
Use the intbnnation below to answer the followirlg question.

You have cash on hand
Property value $500,000
Loan-to-value ratio (LVR) af 7A%
Interest rate (nomirial) per annum is 7.50% per annum compounded semi-annually
Processing fees is 2.5Aa/o of loan
No canceliation penalty
Mortgage payrnent paid annually
Tenn of loan I 5 years

Mrat is the effective cost of borrowing (ECB)?

a.7.690/o
b.8.01%

:si{tli.,s:i8.05%
d.7.84%
e. None ofthe above

Question-#3s --
Wlrich two of the three traditional valuation rrethods are often used in the evaluation of
resident ial pro perties?

a. Income approach and cost approach

b. Gross income approach and retum on investment approach

&,iii;-s,.* Market comparable approach and income approach
d. Sales comparable approach and cost approach

e. None of the above

Question #36
Which of the following is not a type of real estate?

,$ffippraisal
b. Industrial
c" Office
d. Residential
e. None of the above

t,r



FINAL EXAM (VA) Fina 210 Section CX (SUMMER 2013) Il
THIS EIL{M MUST BE RETURNED INTACT (Do not reryove stanEe)

Rqad Ins$ructions car.efullv

Question #37
Tlie mortgage document rvill nr:t deal with which of the following?

a. Loan
b. Mode of paynent

,,;gffiSelling Price
d. Term and the interest rate
e. None of the above

Question #38

The lease agreement has nothing to do with:

a. Equity investor
b. The real estate property

ffiSr#ank
d. Covemment
e. None ofthe above

Question #39
Mortgage laws are there to protect the tenant, bank, landlord and government.

a. True
. b. iFalse

Question #40
Use the information belorv to answer the following question.

You have cash on hand

Property value $400,000
Down payment is $120,000 (i.e. LVR is 70%)
Loan #l = $200,000
Loan #2 = $80,000
Interest rate (nominal) for Loan #l is 8.40% per annum compounded semiannually
Interest rate for Loan #2 is 9% per annum compounded semi-annually

Frocessing fees is $2,500
No cancellation penalty
Mortgage payrnent paid annuallY

Term of loan I 2 years

What is the effective cost of borrorving (ECB)?

a. 8.89%

&i#*a.gax
c. 8.70%
d. 8.78%
e. None of the above

ll
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Question #41

Use the intbrination below to answer tl're fbllowing question.

You have cash on hand
Property value $800,000
Loan-to-value ratio is 71a/o

Interest rate (nominal) is 8,75% per annum cotnpounded semi-annually

Processing fees is $28,000
Cancellation penalty is 2.50% of outstanding mortgage balance

Mofigage payment paid arrnuallY
Tenn of loan l2 years

What is the effective cost ofborrowing (ECB), if you stayed for 5 years?

a.12.27%

ffio.t+.u'
c. 12.36o/a

d, 10.96%
e. None ofthe above

Question #42
Use the information below to answer the following q*estion.

a 25,000 rentable space
. $25 rent per square foot
. 8% vacancy and credit losses

. operating expenses (without depreciation or CCA) is 30% of effective gross

income
r Asking price is $750,000
r Property sold for 80% af asking price

\&rhat is the buyer's gross income multiplier (GIM)?

a. L20
b. 1.49

ffi.0+
d. 1.30

e. None of the above

t+
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Questiorr #43

Use the infbrrnation below to answer the following question.
r 28,000 reritable space
o $22 rent per square foot
r l0% vacancy and credit losses
c operating expenses (without depreciation or CCA) is 409t of effective gross

income
r Asking price is $800,000
r Propefty sold for 75% of asking priee

What is the seller's expected net income rnultiplier (NIM)?

a.2.21

Wl.ao
c. 1.44

d.2.41
e. None of the above

Question #44
Use the inforrnation below to answer the follorving question.

r 30,000 rentable space

. $24 rent per square fbot
r l29rir vacancy and credit losses

. operating expenses (without depreciation cr CCA) is 35% of effective gross

income
o Asking price is $840,000
r Property sold for 70% of asking price

What is the buyer's overall capitalization rate (OCR)?

ffioy.
b. 7s9b

c.49o/a
d. s8%
e" None ofthe above

t5
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Question #45

Use the informatiott below to answer the fbllorving question.

r 32,000 rentable space
c $23 rent per square tbot
r I0% vacancy and credit losses

e operating expenses (without depreciation or CCA) is 60% of eftbctive gross

income
c Asking price is $650,000

lf the buyer got his expected overall capitalization rate of 45%, how much did the seller

receive for the property?.

a. $331,200

i*4&$saa,tc0
c. S481,700
d. $357,500
e. None ofthe above

Question #46
A property has 21,000 square feet of rental space. The vacancy and credit losses is

expectecl at 8?.,o and operating cost (without capital cost allowance) is 28 percent of
effective gross iucome.
Financing details for this property is as follows: down payment is 30%; the loan is

$400,000; Interest rate is l0% per armurn compounded serni-annually; tennof loan is l2
years.

The cost of the down paynent is 6.50% above the effective cost of borrolving and 50% of
the capital gains is taxed.
What is the net operating income if the rate is $25 per square foot for the first 10,000

square feet ofspace and $28 per square feet for the balance?

a. $357,120

,ixli:#ffi36e,61e
e. $366,860
d. $401,760
e. None ofthe above

t6
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Question #47
A prope$y lias 20,000 square feet of rental space. The c*st of rerrt is $30 per square foot.
The vacancy and credit losses is expected at 8;o'b and operating cast (lvithout capital cost
allowance) is 30 percent of etlbctive gross income.
Financing details for this property is as fcllows: Loan-to-value ratio is 65%; the loan is
$325"000; lttierest rate is I2% per arutuilt compounded semi-annually; tenri of !oan is l0
years. There &re fto processing fees.
TIte cost ofthe down payment is 5.00% above the efflective cost cf borrowing and 5i)% of
capitalgains is taxed.
What is the rnarket value of the property using the net income approach?

a. $?,775,862

&B:,fu$2,738,483
c. $3,873.300
d. $3,546,125
e. None of the above

Question #48
The aski*g price of a property is $700,000 and you are given the foltowing intbnuation
for a sales comparable evaluation.

* Property prices increases at 2.6AYo per annurn (inflation rate)
e S55 per squar* foot
e $22,000 per year reduction for age
o Two-car garage valued at $42,000 compared to $25,000 for a one-car garage
c Corner property wan"ants a l5% premium
e Swimrning pool worlh $30,000 ccnsidered a good selling point in this

neighborhood

Comparable Subiect Pronertv
Sellins Price s6s0.000 See above
Sold 5 ffionttrs aso See above
Location iniddle comer
Size {sauare feet) t 5.000 r 5.200
Age (years) o t?
Caraee one-car two-car
Swimmine pool YCS no

What is the estimated value of the subject property using the sales cemparable appraach?.

a. $793,283
b. s621.342

#ti$m$742,742
d. $571,342
e. None ofthe above

t?
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Question #49
A property has 21,000 square feet of rental space. The vacancy and credit losses is
expected at 8Va and operating cost (without capital cost allowance) is 28 percent of
effective gross income.
Financing details fbr this property is as fbllows: down payment is 30%; the loan is
$400,000; Interest rate is l0% per annum compounded semi-annually; term of loan is l2
years.

The cost of the down payment is 6.50% above the effective cost of borrowing and 50% of
the capitalgains is taxed.
Wirat is the effective cost of borrowing
processing fees based on the loan?

a.lA.46%
#f.res{&{0.67%

c. I0.41%
d. ta.25%
e. None ofthe above

if you have cash on hand and there is a ZYo

Question #50
A property has 21,000 square feet of rental space. The vacancy and eredit losses

expected at 8% and operating cost (without capital cost allowance) is 28 percent

effective gross income.
Financing details for this property is as follows: down payment is 30%; the loan is

$400,000; Interest rate is l0% perannum compounded semi-annually; termof loan is l2
years.
The cost of the down payment is 6.50% above the effective cost of borrowing and 50"+ir of
the capital gains is taxed,
What is the weighted cost of capital if the tax rate is 40%; if there are no processing fees

and you have cash on hand?

t8

rs

of

a. 9.33%
{is" 2.20%

c.13.57Yo
d. 7sA%
e. None of the above

l*

I,
Ji
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ll'

j'}r

End of Exam
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