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1. What type of trust is created during the owner's lifetime?
A. Living Trust
B. Testamentary Trust
C. Revocable Trust
D. Irrevocable Trust

2. What does one point equal in terms of loan charges?
A. 1% of the loan amount
B. 0.5% of the loan amount
C. 2% of the loan amount
D. 0.1% of the loan amount

3. In appraisal, what is the term used for the loss of value of
property due to various causes?

A. Depreciation
B. Obsolescence
C. Amortization
D. Market decline

4. What is another name for the systematic approach of
determining a property's value?

A. Assessment
B. Valuation

C. Capitalization
D. Evaluation

5. What are common elements in a condominium?
A. Private balconies for each unit
B. Parts of the property shared by all residents
C. Individual storage units for owners
D. Excluded areas from ownership
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6. What is typically assessed on each condominium unit as an
individual property?

A. Ownership stakes
B. Real estate taxes
C. Development costs
D. Maintenance fees

7. What term refers to the third party or non-represented
consumer in real estate?

A. Client
B. Customer
C. Broker
D. Principal

8. What is the primary purpose of the Community
Reinvestment Act of 19777?

A. To regulate property taxes

B. To meet the deposit and credit needs of communities
C. To oversee real estate transactions

D. To manage public housing authorities

9. What type of judgement is levied against a borrower in a

foreclosure sale when the sale does not cover the full
mortgage debt?

A. Deficiency judgement

B. Liens judgement

C. Encumbrance judgement
D. Property tax judgement

10. Which of the following is NOT typically included in a
bargain and sale deed?

A. Transfer of Title

B. Warranties Against Liens
C. Right to Convey

D. Implied Ownership
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1. What type of trust is created during the owner's lifetime?
A. Living Trust

B. Testamentary Trust
C. Revocable Trust
D. Irrevocable Trust

A living trust is a type of trust that is established during the lifetime of the property
owner. This trust allows the grantor to manage their assets while they are alive and to
outline the distribution of those assets upon their death. One of the main advantages of a
living trust is that it helps avoid probate, making the transfer of assets smoother and
potentially more private after the owner passes away. Unlike a testamentary trust, which
is created through a will and comes into effect only after the owner's death, a living trust
is active as soon as it is established. Additionally, while revocable and irrevocable trusts
are types of living trusts, the term "living trust" encompasses both forms, allowing for
adjustments to be made during the grantor's lifetime in the case of a revocable trust. In
contrast, an irrevocable trust cannot be modified once it is created. Therefore, the
correct choice is a living trust as it represents a broader category of trusts that can be
established while the owner is still living.

2. What does one point equal in terms of loan charges?
A. 1% of the loan amount
B. 0.5% of the loan amount
C. 2% of the loan amount
D. 0.1% of the loan amount

One point in the context of loan charges is defined as equal to 1% of the loan amount.
This is a standard term used in the real estate and mortgage industry. Points are
typically used by lenders to adjust the interest rate of a loan. For instance, if a borrower
is taking out a loan of $200,000, one point would equate to $2,000. The borrower might
choose to pay points upfront to reduce the overall interest rate on the loan, leading to
lower monthly payments. Understanding this concept is crucial for both borrowers and
real estate professionals, as it directly affects financing costs and overall loan terms
during the home-buying process.
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3. In appraisal, what is the term used for the loss of value of
property due to various causes?

A. Depreciation

B. Obsolescence
C. Amortization
D. Market decline

In the context of appraisal, the term that describes the loss of value of property due to
various causes is depreciation. This concept encompasses several factors that can lead to
a decrease in a property's worth over time. Depreciation can result from physical wear
and tear on the property, changes in market conditions, external economic influences, or
functional obsolescence, where a property no longer meets the demands of the market or
has outdated features. Understanding depreciation is crucial for appraisers as it helps
them assess a property's current market value accurately. The term captures a broad
range of value loss, making it more comprehensive than specific types of depreciation,
such as obsolescence, which refers to loss of value due to outdated features or
technological advancements. Other terms mentioned, like amortization and market
decline, refer to different concepts and do not encompass the overall loss of value due to
various internal and external factors as effectively as depreciation does.

4. What is another name for the systematic approach of
determining a property's value?

A. Assessment
B. Valuation

C. Capitalization
D. Evaluation

The term "valuation" refers specifically to the systematic approach of determining a
property's market value. This process involves analyzing various factors such as location,
condition, comparable sales, and current market trends to arrive at an accurate estimate
of a property's worth. Valuation is foundational in real estate as it affects pricing,
investment decisions, and financing options. Other terms, like assessment and
evaluation, are often related but have different contexts. Assessment typically refers to a
method used primarily by government entities to determine property taxes, focusing less
on market value and more on standardized measures. Capitalization pertains to a
financial method used to estimate value based on expected income from a property, not a
broad value determination. Evaluation is more general and could refer to a variety of
assessments or appraisals but does not specifically address the structured methodology
of determining a property's market value as "valuation" does.
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5. What are common elements in a condominium?
A. Private balconies for each unit
B. Parts of the property shared by all residents
C. Individual storage units for owners

D. Excluded areas from ownership

The correct answer focuses on common elements in a condominium, which are parts of
the property shared by all residents. These elements typically include facilities and areas
that all unit owners have equal access to and rights over, such as hallways, elevators,
swimming pools, gyms, and other amenities. The concept of common elements is central
to condominium living, as it defines shared ownership and the communal aspects of the
property arrangement. Understanding common elements is crucial for anyone involved in
condominium transactions, as they significantly impact both the management and overall
living experience of the residents. Private balconies for each unit, while potentially part
of an individual condominium unit, are not classified as common elements since they are
exclusive to the particular unit owner. Individual storage units for owners are also
typically assigned to specific units and do not fall under common elements, as they are
not shared among all residents. Excluded areas from ownership refer to spaces that are
not owned or utilized by condominium residents, which also do not contribute to the
definition of common areas. Thus, the focus remains correctly on the shared aspects of
ownership within the condominium.

6. What is typically assessed on each condominium unit as an
individual property?

A. Ownership stakes
B. Real estate taxes

C. Development costs
D. Maintenance fees

The reason that real estate taxes are typically assessed on each condominium unit as an
individual property lies in the nature of property ownership and taxation. Each
condominium unit is treated as a separate piece of real estate for tax purposes. This
means that local governments calculate property taxes based on the assessed value of
each unit, allowing for specific accountability and funding for public services such as
schools, roads, and emergency services that benefit the residents. Each individual owner
of a condominium is responsible for paying property taxes on their own unit, which
reflects their ownership stake in the property. This is contrasted with other options such
as development costs and maintenance fees—these are costs associated with the overall
condominium project rather than directly tied to the individual ownership of each unit.
Ownership stakes refer to the percentage of ownership in the common areas and
amenities, but they do not pertain to how property taxes are calculated or assessed.
Understanding the individual assessment of real estate taxes underscores the importance
of property ownership in the context of condominiums, ensuring that each unit is
financially responsible for its share of communal services and infrastructure
improvements provided by local government.
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7. What term refers to the third party or non-represented
consumer in real estate?

A. Client

B. Customer
C. Broker
D. Principal

The term that refers to the third party or non-represented consumer in real estate is
"customer." In the context of real estate transactions, a customer is someone who is not
formally represented by an agent or broker but might engage with them during the
buying or selling process. This person may seek information or assistance regarding a
property but does not have a fiduciary relationship with the agent. In contrast, a client is
a person who has entered into a formal agreement with a real estate agent or broker,
establishing a fiduciary duty. This means the agent has a legal obligation to act in the
client's best interest. A broker is the licensed individual responsible for managing the
real estate firm and overseeing the agents working under them. A principal refers to a
party involved in a transaction, which could include clients and customers, but it does
not specifically denote a non-represented consumer. Understanding these distinctions is
crucial for professionals in the real estate field when navigating their responsibilities and
relationships with different parties involved in a transaction.

8. What is the primary purpose of the Community
Reinvestment Act of 19777?

A. To regulate property taxes

B. To meet the deposit and credit needs of communities
C. To oversee real estate transactions

D. To manage public housing authorities

The primary purpose of the Community Reinvestment Act (CRA) of 1977 is to meet the
deposit and credit needs of communities, particularly those that have been historically
underserved. The CRA encourages financial institutions to provide loans and other
financial services in low- and moderate-income neighborhoods, thus promoting economic
development and helping to revitalize communities. The act was established to address
the inequities in access to banking services and credit that affected certain populations.
By requiring banks to consider the needs of the community in their lending practices, the
CRA aims to eliminate the practice of redlining and ensure that all segments of the
population have access to affordable credit. This not only helps individuals and families
secure housing but also fosters community growth and stability. Understanding the
CRA's focus on community needs emphasizes the importance of fair lending practices in
the real estate industry and how financial institutions play a critical role in supporting
community development.
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9. What type of judgement is levied against a borrower in a
foreclosure sale when the sale does not cover the full
mortgage debt?

A. Deficiency judgement

B. Liens judgement
C. Encumbrance judgement
D. Property tax judgement

A deficiency judgment is a legal ruling that a borrower owes the lender the difference
between the amount still owed on a mortgage and the final sale price of the foreclosed
property. This occurs in situations where the foreclosure sale does not generate enough
funds to cover the full balance of the mortgage debt. In such cases, after the property is
sold, if the proceeds are insufficient to satisfy the outstanding loan amount, the lender
may seek a deficiency judgment to recover the remaining balance from the borrower.
This type of judgment is significant because it allows lenders to still seek repayment even
after a foreclosure. The borrower remains liable for the unpaid amount, which can have
lasting financial implications. Understanding the concept of deficiency judgments is
crucial for borrowers and real estate professionals alike, as it underscores the potential
continued financial responsibility associated with a mortgage loan, even after a property
has been foreclosed upon. Other types of judgments mentioned, such as liens
judgments, encumbrance judgments, and property tax judgments, do not specifically
address the circumstances surrounding foreclosure and remaining mortgage debt. They
pertain to different legal issues related to debts or obligations that may affect property

ownership or transfer but do not address the direct situation arising from a foreclosure
sale.

10. Which of the following is NOT typically included in a
bargain and sale deed?

A. Transfer of Title

B. Warranties Against Liens
C. Right to Convey

D. Implied Ownership

A bargain and sale deed is a type of real estate deed that conveys property from one party
to another without providing any warranties against liens or encumbrances. This means
that while the deed does transfer title from the seller (grantor) to the buyer (grantee), it
does not guarantee that the property is free from other claims or liens that may exist
against it. The absence of warranties against liens is what distinguishes a bargain and
sale deed from other types of deeds, such as warranty deeds, which provide greater
protection to the buyer. The transfer of title is a fundamental aspect of any deed,
including a bargain and sale deed, since it formally changes ownership of the property.
Additionally, the right to convey is inherent in the deed, confirming that the seller has
the legal authority to transfer ownership. Implied ownership in the bargain and sale deed
indicates that the seller possesses the ability and legal right to sell the property, even if
specific warranties are not stated. Each of these elements plays a critical role in the
transfer process, but warranties against liens are typically excluded, reflecting the nature
of this specific type of deed.
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