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1. A music store has sales of $925,000 and a net operating income of $110,000. Recent data 

shows comparable companies are valued at .8 times their sales and five times their net 

profits. What is the value range for the company? 

A. $550,000 to $740,000 

B. $740,000 to $880,000 

C. $660,000 to $840,000 

D. $680,500 to $800,000 

 

 

 

      2. The exterior measurements of the home are 92 ft x 60 ft including a garage that    

          measures 25 ft x 28 ft. What is the home’s gross living area? 

A. 5520 

B. 4820 

C. 4280 

D. 6220 

 

        3. The record store leases space in a mall and has a percentage lease. The base rent is     

            $120,000 annually and the percentage rent is 6%. If the sales last year were $2,600,000,   

            what is the Sales Threshold amount? 

A. $2,000,000 

B. $120,000 

C. $720,000 

D. $2,600,000 
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        4. A real estate brokerage company has 12 sales associates.  

            If expenses next year are estimated to be $265,000 and the broker wishes to make  

            profit of $80,000, how much must each sales associate earn in company dollars? 

A. $22,083 

B. $26,500 

C. $15,417 

D. $28,750 

 

 

       5. A small commercial property has a net income of $55,520 and an annual gross income of    

          $76,900. The property recently sold for $634,500. What is the gross income multiplier for  

          this property? 

A. 11.43 

B. 4.79 

C. 8.25 

D. 7.69 

 

 

       6. An investor bought office property last year for $2,000,000. In addition, the investor paid  

           $8,000 for an appraisal, $1,500 for a survey, $5,700 for title insurance and  

           $7,700 in documentary stamp tax and intangible taxes. The land is estimated to be 20% of  

           total value. What is the typical annual depreciation on this building? 

A. $58,848 

B. $41,495 

C. $51,869 

D. $73,560 
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       7. If net operating income is $115,000 and before tax cash flow is $12,700, how much down  

           payment would an investor be willing to make if she wanted a 9% equity dividend rate?  

A. $141,100 

B. $127,777 

C. $10,350 

D. $230,000 

 

 

       8. An income producing property has a projected effective gross income of $90,000.  

           Expenses are estimated at 35% of effective gross income. An appraiser has determined  

           that the appropriate capitalization rate is 7%. What is the estimated market value of this  

           property? 

A. $450,000 

B. $630,000 

C. $835,700 

D. $350,000 

 

 

       9. Net operating income is $101,800 and effective gross income is $151,940. Depreciation is  

           $11,550. If the debt service coverage ratio is 1.25, the lender will make the loan if the  

           annual debt service does not exceed 

A. $121,552 

B. $81,440 

C. $50,140 

D. $62,675 
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      10. An investor sells property he has owned for 6 years for $4.5 million. The investor is  

            taking depreciation of $33,826 for each of those 6 years. What is the amount of tax  

            owed because of depreciation recapture? 

A. $33,826 

B. $40,591 

C. $50,739 

D. $45,000 

 

 

      11. An owner agrees to list his property, he tells the broker he wants to get 

           $350,000 from the sale. The seller agrees to pay all other closing costs from the net  

           amount. If the broker wants a 6% commission at what price must the broker sell the  

           property to satisfy the owner and earn exactly the 6% commission? 

A. $329,000 

B. $371,000 

C. $372,340 

D. $271,000 

 

 

      12. A tenant signed a lease on office space last year for $17.50 per square foot. The lease  

            requires that the rent increase annually, based on the change to a published regional price  

            index. Last year the index was 178. This year the index has increased to 186. The tenant’s  

            rent per square foot this year will change to 

A. $16.75 

B. $18.92 

C. $18.29 

D. $17.65 
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      13. A buyer is purchasing a $360,000 home with an 80% LTV mortgage. The monthly loan  

            constant for a 6.00% interest rate for 30 years is .0059955. The buyer’s monthly payment  

            of principal and interest will be 

A. $2,158.38 

B. $1,440.00 

C. $1,726.70 

D. $2,038.39 

 

 

      14. The homeowner bought a home for $195,000 in 2010, financed with a $156,000   

            mortgage. This year the value of the home is $250,000 and the mortgage balance is  

            $148,000. How much can the homeowner borrow on a home equity loan if the owner  

            wants all the interest to be tax deductible? 

A. $47,000 

B. $94,000 

C. $100,000 

D. $102,000 

 

      15. A commercial property has a potential gross income of $240,000. Vacancy and collection  

           losses of 10% of PGI. Additional operating expenses total $60,000. Payments on the first  

           mortgage are $1,675 per month. Using a capitalization rate of 12%, which amount is an  

           accurate estimate of the property’s value? 

A. $1,300,000 

B. $1,132,500 

C. $1,312,000 

D. $650,000 
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      16. The broker projects that office expenses will be $200,000 this year. He has 2 employees  

             and 8 sales associates. In order for the broker pay projected expenses and earn an   

             additional $20,000 in profit this year, how much must each sales associate bring in       

             company dollars? 

A. $22,000 

B. $25,000 

C. $27,500 

D. $21,500 

 

 

      17. A business sold for $1,200,000 and sales of $550,000. The gross profit was $210,000  

            and the net operating income of $133,320. What was the capitalization rate for this  

            business? 

A. 5.71% 

B. 7.04% 

C. 11.11% 

D.4.58 % 

 

 

      18. If net operating income is $110,000 and before tax cash flow is $15,200, how  

           much down payment would an investor be willing to make if he wants a 12% equity  

           dividend rate? 

A. 126,667 

B. $162,000 

C. 13,200 

D. $28,400 
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      19. An investor bought an office property last year for $9,000,000. In addition to the price, he  

            paid $85,000 for an appraisal, $3,500 for a survey, $9800 for title insurance, and $37,550  

            in documentary stamp taxes and intangible taxes. Land is estimated to be 25% of total  

            value. What is the investor’s total annual depreciation on this building? 

A. $249,160 

B. $175,689 

C. $245,455 

D. $173.077 

 

20. A Broker’s home is assessed at $275,000. The county tax rate is 8.7 mills, the city tax rate is 

7.9 mills, and the school board tax rate is 6.5 mills. The Broker, a non-veteran and recently 

widowed, has not remarried and is rated 10% disabled by his doctor. What are the total annual 

real estate taxes? 

A. $5,336.90 

B. $5,348.45 

C. $5,232.95 

D. $3,232.80 

 

 

21. An investor paid $1,000,000 for a building. NOI is $110,000. Expenses, including Reserves 

for Replacements of $8,500, are $32,750. Annual Debt Service is $72,600. The annual interest 

on the debt service is $65,678, the annual depreciation is $20,513. The investor is in the 36% tax 

bracket. What is her After Tax Cash Flow? 

 

A. $4,650 

B. $23,809 

C. $25,769 

D. $37,400 
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ANSWER KEY 

1. A 

2. B 

3. A 

4. D 

5. C 

6. B 

7. A 

8. C 

9. B 

10. C 

11. C 

12. C 

13. C 

14. C 

15. A 

16. C 

17. C 

18. A 

19. B 

20. B 

21. C 
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