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1. What characteristic distinguishes a townhouse?
A. They have no shared walls
B. They often include a yard
C. They share common vertical walls
D. They are typically single-story homes

2. Which economic characteristic of real estate is associated
with limited supply?
A. Improvements
B. Scarcity
C. Permanence of investment
D. Location

3. What estate is defined based on the lifetime of an
individual?
A. Fee simple
B. Life estate
C. Fee simple defeasible
D. Easement by necessity

4. Which of the following types of funds is included among
primary mortgage market lenders?
A. Insurance companies
B. Mutual funds
C. Venture capital funds
D. Retirement accounts

5. Which type of lease allows for increases in rent during the
lease period?
A. Gross lease
B. Fixed lease
C. Variable lease
D. Renewable lease
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6. Under which circumstance can a listing agreement be
terminated?
A. The property is destroyed
B. The seller finds another broker
C. The market changes
D. The broker decides to no longer work

7. How many sections are there in a Township?
A. 30 sections
B. 36 sections
C. 40 sections
D. 42 sections

8. Which loan type enables additional financing while the first
loan remains in effect?
A. Open-end loan
B. Wraparound loan
C. Blanket loan
D. Equity loan

9. What does functional obsolescence refer to in real estate
appraisal?
A. A loss in value due to outdated building conditions
B. Depreciation caused by external factors
C. Increase in property value through renovations
D. Value loss due to economic downturns

10. Which act gives borrowers a three-day right of rescission?
A. Home Mortgage Disclosure Act
B. Truth in Lending Act
C. Equal Credit Opportunity Act
D. Real Estate Settlement Procedures Act
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Answers
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1. C
2. B
3. B
4. A
5. C
6. A
7. B
8. B
9. A
10. B
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Explanations
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1. What characteristic distinguishes a townhouse?
A. They have no shared walls
B. They often include a yard
C. They share common vertical walls
D. They are typically single-story homes

A townhouse is specifically characterized by the sharing of common vertical walls, which
is a defining feature of this type of dwelling. This architectural style allows for efficient
use of land and provides a relevant solution for urban housing, where homes are built in
close proximity to one another. Townhouses are designed to be side by side, with each
unit having its own entrance and ownership rights, while sharing walls that provide
structural support and insulation.  The other attributes listed are not consistent with the
typical characteristics of townhouses. For example, having no shared walls contradicts
the traditional design of a townhouse, where such walls are integral. Similarly, while
some townhouses might include a yard, this is not a defining feature, as many are built in
urban settings with minimal outdoor space. Lastly, townhouses can be multi-story, so the
notion of them being typically single-story does not accurately represent the variety
found in townhouse designs.

2. Which economic characteristic of real estate is associated
with limited supply?
A. Improvements
B. Scarcity
C. Permanence of investment
D. Location

The correct answer highlights the concept of scarcity as an economic characteristic of
real estate that directly relates to limited supply. In the context of real estate, scarcity
refers to the finite availability of land and properties. Unlike some goods that can be
produced in response to demand, land is a limited resource; there are only so many
parcels of land available in any given area. This limitation significantly influences
property values and market dynamics.   In terms of how this differs from other options:
improvements refer to the enhancements made to a property, which can be abundant but
do not alter the basic limitation of land supply. Permanence of investment describes the
lasting nature of real estate, indicating how investments are generally stable over time,
rather than addressing the supply issue. Location emphasizes the specific geographic
attributes of a property, which can affect demand and desirability but does not inherently
relate to the overall supply of real estate itself. Thus, scarcity stands out as the primary
economic characteristic connected to the limitation of real estate supply.
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3. What estate is defined based on the lifetime of an
individual?
A. Fee simple
B. Life estate
C. Fee simple defeasible
D. Easement by necessity

A life estate is a type of property interest that is specifically defined by the duration of an
individual's lifetime. When a person holds a life estate, they have the right to use and
control the property for as long as they live. Upon their death, the interest in the
property does not pass to their heirs but instead reverts back to the original grantor or a
third party, as specified in the agreement. This creates a unique ownership structure that
is distinct from other types of estates, such as fee simple estates, which are held
indefinitely and can be passed down through generations.  The nature of a life estate lies
in its temporary and conditional nature, as it ends with the life of the individual, making
the duration of ownership inherently tied to that person's lifespan. This distinguishes it
from fee simple estates, which provide the holder with complete ownership rights that
can last perpetually. It also differentiates life estates from fee simple defeasible, which
involves conditions that could lead to the loss of ownership based on specific events
rather than the death of an individual. An easement by necessity, on the other hand,
pertains to the right to use another person’s property for a specific purpose and does not
involve the ownership of that property. Understanding these distinctions helps clarify the
unique

4. Which of the following types of funds is included among
primary mortgage market lenders?
A. Insurance companies
B. Mutual funds
C. Venture capital funds
D. Retirement accounts

Primary mortgage market lenders are institutions that provide loans directly to
borrowers for purchasing real estate. Insurance companies are a significant part of this
landscape as they often engage in mortgage lending as part of their investment strategy.
They typically have substantial capital available for long-term investments, which aligns
well with the durations of mortgage loans.  Insurance companies not only issue life
insurance policies but also invest premiums in various assets, including mortgage loans,
to generate returns. Their involvement can help in providing a stable source of financing
for home purchases and real estate developments.  In contrast, mutual funds typically
pool money from many investors to purchase stocks, bonds, or other securities, but they
do not directly provide mortgage loans. Venture capital funds focus on investing in
early-stage companies with high growth potential, which is unrelated to the mortgage
market. Retirement accounts, such as IRAs or 401(k)s, are primarily designed for savings
and investment for retirement rather than being lenders in the mortgage market.
Therefore, insurance companies are the direct link among the choices provided to
primary mortgage market lending.
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5. Which type of lease allows for increases in rent during the
lease period?
A. Gross lease
B. Fixed lease
C. Variable lease
D. Renewable lease

A variable lease is specifically designed to allow for changes in rent over the course of
the lease term. This type of lease typically outlines predetermined intervals or specific
conditions under which the rent may increase. For instance, a variable lease may allow
for periodic rent adjustments based on inflation, a cost-of-living index, or specific
milestones in a property's value. Such adjustments help landlords maintain their
investment’s value relative to changing market conditions.  In contrast, a gross lease
typically establishes a fixed rental amount that encompasses a variety of expenses,
making it less flexible in terms of rent changes. A fixed lease, as the name implies,
maintains the same rental rate throughout the duration of the lease, providing stability
but no provisions for increases. Lastly, a renewable lease provides the option to extend at
the end of the lease term but does not inherently include rent adjustments within the
leased period.   Thus, the variable lease stands out for its ability to adapt rental rates in
response to market dynamics and specified terms, making it the correct answer.

6. Under which circumstance can a listing agreement be
terminated?
A. The property is destroyed
B. The seller finds another broker
C. The market changes
D. The broker decides to no longer work

A listing agreement can indeed be terminated if the property is destroyed. This scenario
falls under the legal principle of impossibility. When the property is no longer in
existence due to destruction—whether from a fire, natural disaster, or other significant
damage—fulfilling the terms of the listing agreement is rendered impossible. Therefore,
both the seller and broker can no longer proceed with the sale of a property that has
been rendered unmarketable.  In contrast, finding another broker, a change in market
conditions, or a decision by the broker to stop working do not automatically provide
grounds for termination of an existing listing agreement. The seller may choose to work
with another broker, but that would typically require the current agreement to be
terminated first, rather than offering a direct cause for termination. Changes in the
market may affect the strategy or pricing but do not alter the binding nature of an
existing agreement. Similarly, if a broker decides to no longer work, it does not void the
agreement unless defined conditions within the contract itself are met.

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

SA
M

PLE



7. How many sections are there in a Township?
A. 30 sections
B. 36 sections
C. 40 sections
D. 42 sections

A township is a specific division of land that is typically used in the context of the Public
Land Survey System (PLSS) in the United States, and it has a defined number of sections.
Each township is made up of 36 sections. Each section typically measures one square
mile, making the township cover a total area of 36 square miles.  Understanding the
layout of a township is essential for real estate professionals, especially when dealing
with property descriptions and land use planning. The fact that a township consists of 36
sections is foundational knowledge for anyone involved in land transactions, zoning laws,
or property assessments. This structure helps in organizing land and providing a
systematic method for identifying parcels.

8. Which loan type enables additional financing while the first
loan remains in effect?
A. Open-end loan
B. Wraparound loan
C. Blanket loan
D. Equity loan

A wraparound loan is a type of financing arrangement that allows a borrower to take on
additional financing while an existing first mortgage remains in effect. In this
arrangement, the new lender (the lender providing the wraparound loan) will create a
new loan that "wraps around" the existing loan. The borrower makes payments to the new
lender, who in turn takes care of the payments on the existing mortgage.  This method
enables the homeowner to access more funds without needing to refinance or pay off the
original mortgage, which can be beneficial in a variety of scenarios, such as when the
original loan has favorable terms that the homeowner wants to maintain. In essence, it
creates a secondary financing opportunity while the first mortgage is still active, which
can be advantageous in real estate transactions.  The other options each have distinct
characteristics: an open-end loan allows for additional borrowing against the initial loan
balance but does not focus on keeping an original loan intact in the same way; a blanket
loan covers multiple properties, typically used for investment purposes or development;
and an equity loan is based on the equity in the property but typically requires
refinancing the original mortgage to access that equity. Each of these options serves
different needs and purposes, which is why they differ from the functionality of a
wraparound
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9. What does functional obsolescence refer to in real estate
appraisal?
A. A loss in value due to outdated building conditions
B. Depreciation caused by external factors
C. Increase in property value through renovations
D. Value loss due to economic downturns

Functional obsolescence refers specifically to a loss in value stemming from aspects of a
property becoming outdated or less useful over time. This can occur because a building's
design, technology, or layout no longer meets the needs or preferences of current buyers
or tenants. For example, features such as a lack of modern amenities, inefficient layouts,
or outdated systems can reduce a property's desirability, thereby decreasing its overall
market value.  In contrast, depreciation caused by external factors, such as neighborhood
decline or adverse economic conditions, pertains to external obsolescence rather than
functional obsolescence. Similarly, an increase in property value through renovations
does not relate to obsolescence at all, as it reflects improvements that enhance the
property's appeal and utility rather than any decline. Lastly, value loss due to economic
downturns is indicative of market conditions affecting property values broadly, rather
than specific deficiencies within the property itself that constitute functional
obsolescence.

10. Which act gives borrowers a three-day right of rescission?
A. Home Mortgage Disclosure Act
B. Truth in Lending Act
C. Equal Credit Opportunity Act
D. Real Estate Settlement Procedures Act

The Truth in Lending Act (TILA) is the legislative act that provides borrowers with a
three-day right of rescission. This means that after entering into certain types of loans,
particularly those involving a home equity loan or a refinance of a primary residence,
borrowers have the right to cancel the transaction within three business days without
penalty. This is a consumer protection measure designed to ensure that borrowers have
sufficient time to understand the terms of the loan and make an informed decision.  The
right of rescission gives borrowers the opportunity to back out of the agreement after
considering the implications, fees, and commitments involved in the loan. This period
allows them to thoroughly review the loan's terms and ensure that it aligns with their
financial situation and needs. The three-day window plays a crucial role in promoting
transparency and protecting consumers from making hasty decisions.  Other acts
mentioned, while important in their own rights, do not provide for a right of rescission.
The Home Mortgage Disclosure Act primarily focuses on the collection and reporting of
mortgage loan data to ensure compliance with fair lending laws. The Equal Credit
Opportunity Act addresses discrimination in lending practices but does not offer a
rescission period. The Real Estate Settlement Procedures Act is aimed at providing
disclosures concerning the closing process and associated costs but does not
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