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1. What is the formula for determining the value of
investment property?
A. Net operating income divided by capitalization rate
B. Potential gross income divided by capitalization rate
C. Effective gross income multiplied by capitalization rate
D. Cost of replacing the property multiplied by capitalization

rate

2. What does "full-service brokerage" provide?
A. Basic listing services only
B. Independently operated sales without additional services
C. A wide range of services, including marketing, negotiation,

and managing transactions
D. Only property management services

3. Which of the following is the most important factor for a
lender in determining creditworthiness?
A. Applicant's age
B. Applicant's source of income
C. Applicant's credit history
D. Applicant's gender

4. When representing a buyer, which information does the
agent NOT need to disclose to the seller?
A. The buyer's motivating circumstances.
B. The agent's relationship with the buyer.
C. Any agreement to compensate the agent from the listing

broker's commission.
D. Any potential for the agent to benefit from

transaction-related services.

5. What is the primary purpose of an appraiser's assessment
of property value?
A. To establish the highest possible selling price
B. To ensure property taxes are accurate
C. To determine fair market value for various purposes
D. To assist in negotiation processes
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6. Which document is essential for transferring ownership of
real property?
A. Bill of sale
B. Lease agreement
C. Deed
D. Broker agreement

7. Who is primarily responsible for ensuring that closing
costs are paid in a real estate transaction?
A. The seller, unless noted otherwise
B. The agent overseeing the deal
C. The buyer, unless negotiated differently
D. The appraiser managing the transaction

8. A passenger gives instructions to a taxi driver regarding
their destination. What type of agreement have they entered
into?
A. implied agreement
B. designated representation
C. fiduciary agreement
D. limited agency

9. What do property disclosures typically include?
A. Market analysis and pricing strategy
B. Information regarding the property's condition, past repairs,

and any known hazards
C. Information on neighborhood demographics
D. Legal descriptions of the property

10. Which property valuation method considers the income
generated by the property?
A. Cost approach
B. Sales comparison approach
C. Income approach
D. Market value approach
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Answers

5Sample study guide. Visit https://amprealestatesalesperson.examzify.com for the full version

SA
M

PLE



1. A
2. C
3. C
4. A
5. C
6. C
7. C
8. A
9. B
10. C
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Explanations
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1. What is the formula for determining the value of
investment property?
A. Net operating income divided by capitalization rate
B. Potential gross income divided by capitalization rate
C. Effective gross income multiplied by capitalization rate
D. Cost of replacing the property multiplied by capitalization

rate
The correct choice is based on a standard formula used in real estate to value investment
properties, which is Net Operating Income (NOI) divided by the capitalization rate (cap
rate). This formula is a fundamental approach to assess the potential profitability of an
income-generating property.  Net Operating Income refers to the income generated from
the property after all operating expenses have been deducted but before financing costs.
The capitalization rate is a metric that reflects the expected return on investment and it
is calculated as the ratio of NOI to the property value.   Using the formula of NOI divided
by cap rate allows investors to determine the value of the property by assessing how
much income it generates relative to the perceived risk. Essentially, it offers a way to
translate income into valuation, which is critical for making informed investment
decisions in real estate.   In contrast, the other options utilize incorrect components or
calculations. Potential gross income does not account for expenses, and effective gross
income assumes captures all income but doesn't provide a direct valuation approach.
Meanwhile, the cost of replacing the property isn't relevant to income valuation, as it
reflects replacement costs rather than the income-producing potential of the property.

2. What does "full-service brokerage" provide?
A. Basic listing services only
B. Independently operated sales without additional services
C. A wide range of services, including marketing, negotiation,

and managing transactions
D. Only property management services

A full-service brokerage provides a comprehensive range of services to clients throughout
the real estate transaction process. This includes not only basic listing services but also
extensive marketing strategies to promote properties, skilled negotiation techniques to
secure the best deals for clients, and management of all transaction details, ensuring a
smooth process from start to finish. The goal of a full-service brokerage is to support
clients at every step, enhancing their experience and optimizing the outcome of their real
estate dealings.  In contrast, basic listing services might involve just posting properties
on a multiple listing service without the additional advantages of marketing or
negotiation support. Independently operated sales without added services may lack the
structure and resources that a full-service brokerage would offer, potentially resulting in
a less effective transaction. Similarly, focusing solely on property management services
does not encompass the broader scope of residential or commercial transactions, which a
full-service brokerage typically covers.
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3. Which of the following is the most important factor for a
lender in determining creditworthiness?
A. Applicant's age
B. Applicant's source of income
C. Applicant's credit history
D. Applicant's gender

The most important factor for a lender in determining creditworthiness is the applicant's
credit history. Lenders use credit history to assess how reliably a borrower has repaid
debts in the past, which is a strong indicator of their likelihood to repay a loan in the
future. A good credit history reflects an individual's financial behavior, including on-time
payments, the total amount of debt, and the mix of credit types previously utilized. This
information helps lenders gauge risk and make informed decisions about extending
credit.  While an applicant's source of income is also relevant, as it indicates the ability
to make payments moving forward, it does not provide the retrospective insight that
credit history does. Factors like age and gender are generally not used as indicators of
creditworthiness by lenders, as they do not directly correlate with an individual’s
financial responsibility or reliability in repaying debts.

4. When representing a buyer, which information does the
agent NOT need to disclose to the seller?
A. The buyer's motivating circumstances.
B. The agent's relationship with the buyer.
C. Any agreement to compensate the agent from the listing

broker's commission.
D. Any potential for the agent to benefit from

transaction-related services.
In the context of representing a buyer, a real estate agent must navigate the delicate
balance of confidentiality and disclosure. The correct answer, indicating that the agent
does not need to disclose the buyer's motivating circumstances to the seller, highlights
an important aspect of the agent's fiduciary duty to the buyer.  Agents have an obligation
to protect their clients' interests, which includes keeping sensitive information about
their motivations private. This could range from personal reasons for purchasing a home,
such as job relocation, financial constraints, or family needs. Revealing such details
could potentially weaken the buyer's negotiating position and lead to unfavorable terms.
Therefore, it is essential for the agent to maintain confidentiality regarding the buyer's
motivations.  In contrast, disclosing the agent's relationship with the buyer, any
agreements regarding compensation from the listing broker, and any potential benefits
the agent may gain from transaction-related services are all relevant to establishing
transparency and trust within the transaction. These disclosures support fair practice,
allowing the seller to understand any potential conflicts of interest and the dynamics of
the real estate transaction. This balance of transparency and confidentiality is crucial in
ensuring a fair and ethical real estate process.
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5. What is the primary purpose of an appraiser's assessment
of property value?
A. To establish the highest possible selling price
B. To ensure property taxes are accurate
C. To determine fair market value for various purposes
D. To assist in negotiation processes

The primary purpose of an appraiser's assessment of property value is to determine the
fair market value for various purposes. This valuation is essential in many contexts,
including buying and selling properties, refinancing loans, and settling estates. Fair
market value reflects what a property would sell for under normal market conditions,
taking into account factors such as location, condition, and comparable sales data.  By
establishing a fair market value, appraisers provide a balanced and unbiased estimate
that serves the interest of buyers, sellers, and lenders alike, which is crucial for making
informed financial decisions. This value is often used in assessments for obtaining loans
or creating listings for properties, ensuring that stakeholders have a realistic basis for
their transactions.  While establishing the highest possible selling price, ensuring
accurate property taxes, and assisting in negotiation processes are important aspects of
real estate transactions, they are secondary to the foundational role of an appraiser in
determining fair market value. This value serves as a critical benchmark for these other
activities.

6. Which document is essential for transferring ownership of
real property?
A. Bill of sale
B. Lease agreement
C. Deed
D. Broker agreement

The essential document for transferring ownership of real property is the deed. A deed
serves as the legal instrument that conveys title from one party to another and is integral
to the process of real estate transactions. It contains specific details including the
identity of the parties involved, a description of the property, and is typically signed by
the grantor (the party transferring the property).   Once a deed is executed and delivered,
it communicates the intention to transfer ownership. Furthermore, for this transfer to be
legally enforceable, the deed must be recorded in the public records, which protects the
rights of the new owner against claims from third parties.   In contrast, a bill of sale
pertains to the transfer of personal property and does not address real estate
transactions. A lease agreement establishes the terms under which one party can use
property owned by another but does not transfer ownership. A broker agreement outlines
the relationship and terms between a real estate agent and their client, focusing on
services provided rather than transferring property ownership. Therefore, the deed is the
only document that explicitly conveys ownership rights in real property.

10Sample study guide. Visit https://amprealestatesalesperson.examzify.com for the full version

SA
M

PLE



7. Who is primarily responsible for ensuring that closing
costs are paid in a real estate transaction?
A. The seller, unless noted otherwise
B. The agent overseeing the deal
C. The buyer, unless negotiated differently
D. The appraiser managing the transaction

In a real estate transaction, the responsibility for paying closing costs primarily falls on
the buyer, unless there has been a negotiated agreement that specifies otherwise.
Closing costs typically include fees such as loan origination fees, title insurance,
appraisal fees, and other related expenses that the buyer must pay upon the purchase of
a property.   It is common for buyers to be responsible for these costs, as they are directly
related to obtaining financing and finalizing the transaction. However, it is also common
for buyers and sellers to negotiate the division of closing costs during the sale process,
and this can be reflected in the purchase agreement. Therefore, while the buyer is
typically responsible, the final decision may vary based on negotiations.   Understanding
this allocation of costs is crucial for both buyers and sellers as it can impact their
financial responsibilities and the overall cash flow involved in the closing process.

8. A passenger gives instructions to a taxi driver regarding
their destination. What type of agreement have they entered
into?
A. implied agreement
B. designated representation
C. fiduciary agreement
D. limited agency

The situation described involves a passenger providing specific directions to a taxi driver
about their destination, which constitutes an implied agreement. In this context, an
implied agreement arises naturally from the interactions and conduct of the parties
involved, even if no formal or written contract exists. By getting into the taxi and
communicating their destination, the passenger and taxi driver establish an
understanding that the driver is to provide transportation to the specified location in
exchange for a fare.  The key element of an implied agreement is that it is formed
through the actions and behavior of the parties rather than through explicit verbal or
written terms. The taxi driver’s acceptance of the passenger's request implicitly conveys
consent to the terms of the journey, effectively completing the agreement without it
being formally articulated.  In contrast, the other options pertain to different types of
contractual relationships. Designated representation and fiduciary agreements typically
involve more formal responsibilities and obligations than what is expressed in a simple
taxi ride. Limited agency denotes a specific legal relationship that is also not applicable
in this straightforward transactional context, where the focus is merely on transportation
rather than on the complexities of agency law. Therefore, the passenger and the taxi
driver have indeed entered into an implied agreement based on their mutual
understanding and interaction.

11Sample study guide. Visit https://amprealestatesalesperson.examzify.com for the full version

SA
M

PLE



9. What do property disclosures typically include?
A. Market analysis and pricing strategy
B. Information regarding the property's condition, past repairs,

and any known hazards
C. Information on neighborhood demographics
D. Legal descriptions of the property

Property disclosures are essential documents that inform potential buyers about various
aspects of a property's condition and history. Typically, they include detailed information
regarding the property's physical condition, any past repairs that have been made, and
any known hazards or issues that could affect the property's value or safety. This
transparency is crucial in real estate transactions as it helps buyers make informed
decisions and understand what they might be facing upon purchasing the property.  By
providing this information, sellers are adhering to legal obligations and fostering trust
between themselves and potential buyers. Disclosures may cover areas such as plumbing
or electrical issues, the presence of mold, or even the history of pest infestations, all of
which can significantly impact a buyer's decision.  In contrast, options that mention
market analysis and pricing strategies pertain to valuation and negotiation rather than
the specific condition of the property. Information on neighborhood demographics might
provide context about the area but does not directly relate to the physical state of the
property itself. Legal descriptions, while important for defining property boundaries and
ownership, do not reflect the current condition or any issues associated with the
property.

10. Which property valuation method considers the income
generated by the property?
A. Cost approach
B. Sales comparison approach
C. Income approach
D. Market value approach

The income approach is a property valuation method that specifically focuses on the
income that a property can generate, making it particularly relevant for investment
properties. This method estimates the value of a property based on the income it
produces, typically through rental income. By analyzing the expected net operating
income (NOI) and applying a capitalization rate, appraisers can derive a value that
reflects the property's income potential.   This approach is especially useful for
commercial real estate or any property intended to generate revenue, as it provides a
direct correlation between the property's cash flow and its market value. In contrast,
other valuation methods like the cost approach focus on the cost to replace the property,
and the sales comparison approach relies on recent sales of similar properties, neither of
which directly considers the income aspect. The market value approach is a broader term
that generally incorporates various methods to estimate property value but does not
specifically emphasize income generation. Thus, the income approach stands out as the
only method intended to evaluate the worth of a property based on its ability to generate
income.
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