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The Fundamentals of Investing in Real Estate - Test

Directions:

1. Please complete the following test of your knowledge of the fundamentals of real estate investing by circling the one correct answer for each question.

2. Write your name at the top of each page.

3. Complete the Student Information section on the last page.

4. Fax all pages to 480-990-7017.

Begin test:

1. The term “Buy & Hold” refers to:

a. Not spending all your money. Holding some back for expenses

b. Investing in rental or other income producing property

c. Buying Property and holding it for another investor

d. Buying property and holding it for the previous owner

2. Buy & Hold is what type off strategy?

a. Income

b. Cash Flow & Wealth Building

c. Cash

3. Wholesaling in real estate investing is:

a. Acquiring a property and selling it to another investor below market value

b. Acquiring a property and selling it to an owner to occupy at market value

4. Wholesaling is what type of strategy?

a. Income

b. Cash Flow & Wealth Building

c. Cash

5. Fix & Flip means:

a. Acquiring a property below market value, adding value by repairing or rehabbing and selling at market value

b. Acquiring a property and immediately selling it to an owner to occupy at market value

c. Acquiring a property and trading it for another property

6. Fix & Flip is what type of strategy?

a. Income

b. Cash Flow & Wealth Building

c. Cash

7. It is illegal to invest in commercial real estate without a license in Arizona.

a. True

b. False

8. Any offer to purchase property as an investment must be written on the approved Arizona Real Estate Purchase Contract.

a. True 

b. False

9. All residential rental property in Arizona must be registered in the county where the property resides.
a. True

b. False

10. Rental property owners/Property Managers must pay sales tax on all rents collected in Arizona.

a. True

b. False

11. REO stands for:

a. Real Estate Owned

b. Residential Equity Objective

c. Real Estate Organizations

d. Rental Equity Objective

12. Which of the following are common causes of distress?

a. Property problems

b. Bad health

c. Loss of job

d. Divorce

e. B and C only

f. All of the above

13. Which of the following is considered an advantage of buying from the lender AFTER the Trustee’s sale?

a. Adequate time to obtain financing to close

b. Easy to get an interior inspection

c. Many competitors

d. Quick purchase with clean title

e. Three of the above

f. All of the above

14. What is a “short sale”?

a. A term applied to any purchaser under five feet tall

b. Negotiating a price for less than market value

c. Lender agreeing to accept less than what is owed on the property

d. A sale completed in less than normal time

15. What is the most significant difference between a “short sale” and a traditional market sale?

a. Motivation of buyer

b. Condition of title

c. Time allowed to obtain financing

d. Third party approval of the transaction

16. Which of the following is the most common requirement to a successful short sale?

a. Buyer’s overuse of credit cards

b. Borrower hardship as an approval condition of the sale

c. The title to the property would be an asset to the lender

d. None of the above

17. The foreclosure process in Arizona is primarily a:

a. Judicial procedure

b. Trustee procedure 

18. Title Insurance is required to close escrow on an investment property?

a. True

b. False

19. Which of the following is NOT true?

a. A “short sale” is a price less than is owed

b. A “wholesale” sale is a price less than market

c. A “trustee” sale is usually at fair market value

d. A “pre-foreclosure” sale may require lender approval

20. Which of the following are examples of using “other people’s money” to buy real estate?

a. A traditional new mortgage loan

b. A seller carry-back

c. Assuming the existing financing

d. Cash from your IRA

e. Three of the above

f. All 4 of the above

21. Passive investing usually means that you don’t make the major decisions, such as selection of the renters or tenants.

a. True

b. False

22. Which of the following services should you ALWAYS use?

a. Title insurance

b. An attorney

c. A real estate agent

d. A commercial banker

23. Lease Option is a common technique real estate investors use to control property. Which of the following is a viable time to Lease Option.

a. On the buying side of the transaction

b. On the selling side of the transaction

c. On both the buying and selling side of the transaction

d. Never, Lease Options are illegal in Arizona 

24. In taking a property “subject to” you are:

a. Taking the property subject to the current financing

b. Taking the property subject to the property being leased

c. Taking the property subject to the property being vacated

d. Taking the property subject to the property being re-financed

25. It is illegal in Arizona to pay a “birddog” to find investment property?

a. True

b. False

26. Hard Money should be used to finance a real estate transaction when:

a. Money is no object

b. Time is of the essence

c. A low Interest rates is required

d. Short term financing is needed

e. All of the above

f. A & C

g. B & D

27. Private Money differs from Hard Money in:

a. Interest rates are usually lower

b. May come from relatives or people you know

c. Can be sourced from self-managed retirement accounts

d. Terms are more easily negotiated

e. All of the above

28. To depreciate Real Estate:

a. It must be paid off

b. It must be multi-unit

c. It must be owned by an LLC

d. It must be improved property

29. Which is the primary lien?

a. 1st Mortgage

b. Property Tax

c. 2nd Mortgage

d. IRS

30. Capital Gains tax is lowered by:

a. Appreciation

b. Capital improvements

c. Tax depreciation

d. Appraised Value
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	27-30
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	Study areas of missed questions.
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