The term warehousing with regard to a mortgage means: 
· Accepting unsecured loans

· Making low interest rate loans

· Making long-term loans

· Selling loans on the secondary Market
Warehousing is when a Lender collects loans and puts them out as a package for sale. It is the process by which a mortgage banker or mortgage broker assembles mortgages that he or she has made and prepares the mortgages to be sold in the secondary mortgage market. By selling these mortgages the originator now has additional capital that can be used to make more mortgages which in turn may be sold in the secondary mortgage market.
A lien may be created by recording:
· A notice of non-responsibility

· An easement

· A restriction

· A mortgage
Liens are charges imposed against real property to provide security for the performance of some type of act, usually to provide incentive for, or satisfy a payment. A common example would be a trust deed or mortgage.

The Federal Truth-in-Lending Law (Regulation Z) gives the borrower a 3-day right of rescission when the loan is:
· A conventional purchase-money loan secured by a deed of trust on residential property.

· An FHA or VA loan to purchase a single- family, owner-occupied residence;

· A purchase-money loan secured by a deed of trust on commercial property;

· A loan secured by a second deed of trust on owner-occupied single-family residence when the money is borrowed subsequent to the purchase;
Truth-In-Lending Act: This Act was designed to protect the Borrower by requiring the Lender the make a meaningful disclosure of credit terms to the Borrower. The Truth-in-Lending Act would not cover Agricultural Loans. The right of rescission on a loan begins when Loan documents are signed by the borrower;

On home loans, the interest which is paid for the use of money borrowed is almost always:
· Discount interest

· Compound interest

· Annuity interest

· Simple interest
Simple Interest is the interest that is paid on the vast majority of Home Loans

Exclusive of the down payment, a home buyer would pay the lowest closing costs if he were to use: 
· A conventional loan.

· A VA loan;

· An FHA loan;

· A Cal-Vet loan;
Cal-Vet Loans are types of loans that are actually Land Contracts. As such, only Equitable Title (right to use and posses) is transferred to the buyer while the Department of Veterans Affairs retains Legal Title to the property in question. The buyer makes payments until fully paid off. Because there is no lender involved it has the lowest closing costs

A VA loan may be granted for the purchase of a one-family to four-family property if: 
· The down payment will be at least 10%.

· The loan will be amortized for not more than 20 years.

· The veteran certifies the rent collected will equal the mortgage payments.

· The veteran agrees to live there.
Although the rules and terms can fluctuate, the low down payment and below market interest features of VA loans come with the condition that the borrower live in the property.

Which of the following indicators would best define the purchasing power of the U.S. dollar:
· Interest rates on treasury notes; 

· Gold standards;

· Discount rate;

· Price indexes.
The price indexes is a measure of changes in the general level of prices. Three basic price indexes are used in the United States: the Consumer Price Index, the Producer Price Index, and the Implicit Price Deflator.

Jones sold his residence and took back a purchase money first trust deed, which he decided to sell. To do this, he would have to find a buyer in the: 
· Primary mortgage market.

· Business of arranging primary financing only.

· Real property securities business with a permit.

· Secondary mortgage market.
The marketplace in which existing securities (trust deeds, mortgages, land contracts) are sold is designated the "secondary mortgage market."

The FHA was primarily created to provide:
· To insure qualified borrowers incase of default

· Insurance for all banks and lenders on home loans to qualified borrowers

· A secondary mortgage marker for home loans

· Insurance for home loans made by approved lenders
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. An FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan.

How long does a loan broker have to record the assignment of a note secured by a trust deed?
· 7 days

· 30 days

· 60 days

· 10 days
A loan broker as only 10 days to record the assignment of a note secured by a trust deed

When obtaining a mortgage loan, the buyer often has to pay discount points. Those points are a percentage of:
· The selling price minus the agent’s commission.

· The loan amount plus closing costs;

· The selling price of the property;

· The loan amount;
If a Lender demand prepaid interest when the loan is negotiated, this interest is specified by “Discount Points”, with the cost of each Discount Point equaling one percent of the face amount of the loan. In the mortgage industry, this term is usually used in only in reference to government loans, meaning FHA and VA loans. Discount points refer to any "points" paid in addition to the one percent loan origination fee. A "point" is one percent of the loan amount.


The amount of a loan expressed as a percentage of the value of the real estate offered as collateral is the: 
· amortization ratio.

· debt to equity ratio.

· capital use ratio.

· loan to value ratio.
Loan-to-value, or LTV, is the first and usually most important lending consideration. Other problems, such as a borrower's poor credit, can often be overcome, but without an acceptable LTV, most deals won't go through.

A builder is seeking an agreement from a lender for a loan at an agreed-upon price for funds to be used for development of a parcel many months in the future. Such an agreement would best be termed:
· An interim commitment;

· A back-up commitment;

· An obligatory advance;

· A standby commitment 
A standby commitment is a commitment from a lender to make a loan in a specified period of time on specified terms, but without specific intent as to whether funds will be drawn down, or, it drawn, the time or times at which drawdown is to occur


What are the rights of a borrower who falls two months behind in making his or her trust deed payments? 
· He or she has the right of redemption.

· He or she has the right of refinance.

· He or she has no rights and will lose the property.

· He or she has the right of reinstatement.
Once back payments and fees are paid, reinstatement means that the loan will continue as if the borrower had never been late.

The Government National Mortgage Association (GNMA) issues pass-through securities. The phrase “pass-through” means that all interest and principal payments pass through Ginnie Mae to the investors. Ginnie Mae's role in this market is to:
· Qualify the properties that are used as security for the loans.

· Act as a go-between and verify that the transactions are documented; 

· Bring sellers and buyers together;

· Guarantee timely payment of interest on the mortgages;
Ginnie Mae is a federal government-sponsored enterprise that issues securities backed by a pool of mortgages and guaranteed by GNMA, which passes through to investors the principal and interest payments of homeowners.

The right or power to sell a property in the event of a default under the terms of the Trust Deed in the state of California is given by: 
· Buyer to the beneficiary

· Trustee to the trustor

· Buyer to the seller

· Trustor to the trustee
In the Trust Deed, the trustor (borrower) gives the trustee (holder of the title) the title to the property, with the right to sell the property in the event of a default.

When considering VA loans, the unique feature about down payments which are required is:
· They vary according to the amount borrowed.

· They are determined by the CRV;

· They are never more than 3% of the CRV;

· There may be no down payment;
With a VA Loan, no Down Payment is required, it is A loan guaranteed by the US Department of Veterans Affairs (VA). VA loans are made to honorably discharged veterans or their un-remarried widows or widowers. Such loans require a minimal or no down payment and offer lower interest rates.

Among the choices available to an investor, stocks and bonds, when compared with real property, are usually thought to be
· Less inclined to change in value; 

· More difficult to determine the current value;

· More difficult to sell; 

· More liquid in the market place.
Stocks and bonds are more liquid because of how easily it can be converted to cash.

Under Federal Truth-in-Lending Law, the cost of credit on certain loans is expressed as:
· A maximum percentage rate

· A monthly percentage rate

· A minimum percentage rate

· An annual percentage rate
The APR is the cost of credit that consumers pay, expressed as a simple annual percentage. If the ad only states the APR, then other disclosures are not necessary.

A veteran purchases a home under the Cal-Vet program. In such transactions, who holds title? 
· purchasing veteran.

· veteran, who in turn assigns it to the California Department of Veteran's Affairs.

· benficiary

· California VA.
Under the Cal-Vet program, funded through bond sales, the department of Veteran's Affairs pays cash to the seller and receives title in return. The department then sells the property to the approved veteran using a land sales contract.

Most lenders, when they are deciding whether or not to make a proposed real estate loan, try to minimize the:
· The borrowers difficulties which may arise in the future, such as a divorce or death

· Overall net yield

· Loan to value ratio

· Chance of a substandard loan becoming a part of their portfolio
Substandard Loans is a term for borrowers with a bad credit history so they are a high risk therefore lenders try to minimize them.

Of the following, which is the best definition of a balloon payment?
· A payment to prevent a prepayment penalty

· The tenth annual payment on a 30-year loan

· The required payment of the interest that has accumulated prior to the first regular installment

· The required payment of the entire balance due
A Balloon Loan is a partially amortized loan. It has a fixed rate of interest over a period of time. At the end of the balloon period, the borrower must refinance or pay off the remaining balance. In other words, the entire balance will be due.

A clause in a trust deed, which states that the lender’s right shall be secondary to a subsequent trust deed is called:
· A sub-mortgage clause

· An alienation clause

· An escalation clause

· A subordination clause
A clause which permits the placing of a mortgage at a later date which takes priority over an existing mortgage.

The term used by lenders “mortgage yield” Best describes:
· What a lender receives when a mortgage is paid off.

· All of the money received by a lender after deducting closing costs and loan fees

· An increase in the value of a property which has a mortgage

· The effective interest return obtained from a first trust deed by an investor
Mortgage yield is a the interest returns that a Lender gets from a mortgage or trust deed.

Which of the following pairs of words are synonymous:
· Construction loan - takeout loan;

· Take-out loan - progressive payment loan

· Take-out loan - interim loan;

· Construction loan - interim loan;
Interim Loan is a short-term loan usually made during construction of a building. After completion of the structure, a permanent loan (takeout loan) is customarily arranged.

When property is being purchased under the California Veterans Farm and Home Purchase Plan, legal title is held by the:
· Veterans Administration;

· Trustee;

· Veteran;

· Department of Veteran’s Affairs.
Cal-Vet Loans are types of loans that are actually Land Contracts. As such, only Equitable Title (right to use and posses) is transferred to the buyer while the Department of Veterans Affairs retains Legal Title to the property in question. The buyer makes payments until fully paid off. Because there is no lender involved it has the lowest closing costs

Mortgage in which the borrower receives a below-market rate of interest in return for agreeing to share part of the appreciation in the value of the underlying property with the lender in a specified number of years. If the borrower does not want to sell at that time, he or she must pay the lender its share of the appreciation in cash. If the borrower does not have that amount of cash on hand, the lender may force the borrower to sell the property to satisfy their claim. This is known as a:
· Mortgage stature

· ARM

· HELOC

· SAM
A shared appreciation mortgage or SAM is a mortgage in which the lender agrees as part of the loan to accept some or all payment in the form of a share of the increase in value (the appreciation) of the property.

Tim sold his home for $30,000 and took back a note for $15,000 with interest at 9% per annum. The note was secured by a first mortgage. The home had a fair market value of $29,000. Later he decided to sell the mortgage and note which he discounted to $13,000. He then sold it to Eric. On the back of the note, he wrote “I hereby assign the within note to Eric without recourse.” If the maker of the note defaults before any principal payments are made, Eric’s best legal remedy is to:
· Foreclose to recover the $13,000

· Recover from Tim based upon his $13,000 note

· Sue his assignor based upon the endorsees secondary liability

· Foreclose to enforce payment of $15,000
Foreclosure is a process that allows a lender to recover the amount owed on a defaulted loan. For example if a default on a $15,000 loan occurred, then the Lender would foreclose for $15,000.

When considering portfolio risk management, the lender needs to be concerned with which of the following:
· Reserves

· Diversification

· Liquidity

· Reserves, Diversification and Liquidity
When considering Portfolio Risk Management the lender needs to be concerned with Reserves, diversification and liquidity.

The federal right to cancel notice must be given to a borrower by the agent if:
· A commercial building is being used for the security for the loan

· The loan is not secured by the borrowers dwelling and more than $25,000 is being borrowed

· The money will be used for a business expansion

· The borrower’s residence is the security for the loan
The Borrower has a Right of Rescission regarding the loan agreement (right to cancel the loan agreement) until midnight of the 3rd business day after the note is signed if the primary residence is used as security for the loan. [This Right of Rescission is NOT applicable when the loan is used to purchase the Borrower’s residence.]

The real estate financing instrument which transfers equitable title to real property, but retains legal title in the seller, is called:
· A trust deed

· A mortgage

· A security agreement

· A real property conditional installment sales contract
In a Conditional installment sales contract (Land Contracts) the Vendor (Seller) becomes a Lender to the Vendee (Buyer). The Vendee gets to use the property (equitable title) as the seller retains legal title of land as a security device (the right to sell). In the event of a default by the Vendee (Buyer) in a Conditionals installment sales contract, the resulting Cloud on Title could be cleared if the Vendee (Buyer) has signed a Quitclaim Deed.

The clause in a trust deed or mortgage which permits the mortgagee to declare the entire unpaid sum due upon default by a mortgagor is called a (an):
· Elevator clause

· Escalator clause

· Forfeiture clause

· Acceleration clause
An acceleration clause is used in an installment note and mortgage which give the lender the right demand the payment in full upon the happening of a certain event, such as failure to pay an installment by a certain date, change of ownership without the lender's consent, destruction of the property, or other event which endangers the security of the loan.

You purchase a negotiable note and have no knowledge of any defects. You are known as: 
· The holder in blank

· The new mortgagor

· The new trustor

· The holder in due course
The Uniform Commercial Code (UCC) defines a holder in due course as one who takes an instrument for value in good faith absent any notice that it is overdue, has been dishonored, or is subject to any defense against it or claim to it by any other person.

If a seller wanted to relieve himself of the primary liability for payment of a trust deed and note, he must find a buyer who is willing to:
· Sign a release agreement

· Take title subject to the trust deed and note

· Execute a subordination agreement

· Assume the trust deed and note liability
When a buyer assumes a mortgage from the seller they are relieving them of any future obligations.

Federal Reserve Board Increases Cash Reserve Requirements to:
· Increase loan activity

· Raise taxes

· Sell bonds

· Decrease loan activity
Federal Reserve Board Increases Cash Reserve Requirements to decrease loan activity

When Jones purchased Brown's property on an installment sale, he assumed an existing loan, which exceeded Brown's basis in the property. The amount of the assumed loan over Brown's basis will be:
· Treated as part of the sales price.

· Deducted from Brown's basis.

· Added to Brown's basis.

· Treated as part of the down payment whether cash was received or not.
In an installment sale, the amount of an assumed loan which exceeds the seller's cost basis is treated as part of the down payment and is taxable in the year of the sale.

The liquidation of a financial obligation on an installment basis commonly termed:
· Acceleration

· Conveyance

· Condemnation

· Amortization
Amortization is the liquidation of a financial obligation in installments.

Which of the following is generally considered the best choice as a hedge against inflation? 
· Government-backed trust deeds on mortgages.

· Long-term government bonds.

· Savings accounts.

· Equity assets such as housing.
Inflation results when the value of money decreases relative to the things people want to buy -- with the effect being that prices go up. The kinds of investments generally viewed as the best hedges against inflation are durable assets of high perceived value… with houses, gold and investment-grade diamonds among the traditional favorites. For most people, housing is far and away the best of those options, since successful hedging with gold and diamonds generally requires specialized expertise.

Under a land contract (Conditional installment sales contract) for the sale of real property, legal title is held by the: 
· Trustee;

· Beneficiary;

· Vendee;

· Vendor.
Conditional installment sales contract (Land Contracts) the Vendor (Seller) becomes a Lender to the Vendee (Buyer). The Vendee gets to use the property (equitable title) as the seller retains legal title of land as a security device (the right to sell)

Of the following federal entities, which one would most likely be involved in buying and selling government securities in the open market:
· The Federal Housing Administration;

· The Securities and Exchange Commission;

· The U.S. Army.

· The Federal Open Market Committee; 
The Federal Open Market Committee is a 12-member committee consisting of the seven members of the Federal Reserve Board and five of the 12 Federal Reserve Bank presidents. The president of the Federal Reserve Bank of New York is a permanent member while the other Federal Reserve Bank presidents serve on a rotating basis. The committee sets objectives for growth of money and credit that are implemented through purchases and sales of US Government securities in the open market.

When there has been a default of a note and trust deed, the trustor is given a period of time to redeem the property. During this time, the right of possession belongs to the:
· Mortgagee

· Beneficiary

· Trustee

· Trustor
In a Foreclosure by Trustee Sale the trustee must wait 3 months before publishing (puts up for sale); the trustor has the right of reinstatement until 5 days before the sale goes through.


Which of the following defines a mortgage loan:
· An instrument that is used only in the exchange of real property

· A financial obligation which is unsecured but is used to buy a building

· A promissory note that is unpaid

· A loan collateralized with real estate.
The majority of money used for loans of real estate come from: 
· Government bonds

· Co-op savings

· Federal reserves

· Individual savings
Most of the funds used by financial institutions that specialize in residential real estate are derived from the individual savings of depositors.

Of the following government agencies, which one would most likely be a primary lender on large tracts of land:
· Federal National Mortgage Association.

· Federal Home Loan Bank Board; 

· Federal Reserve Board;

· Federal Land Banks;
Federal Land Banks are local banks providing long-term mortgages to farmers and owners of agricultural lands

The clause in a trust deed or mortgage that permits the lender to declare the entire unpaid balance immediately due and payable upon default is the: 
· forfeiture clause.

· escalator clause.

· judgment clause.

· acceleration clause.
This clause protects the lender's interest and is usually a preliminary step in the foreclosure process. Borrowers still have opportunities to re-establish monthly payments, however, and should understand their options.

Lenders know that the lower the loan-to-value ratio, the higher the:
· Amount loaned

· Probability of default

· Appraised value

· Equity
Loan-to-Value Ratio is a ratio of the percentage of the appraised value of a property that a lender will loan. The lower the Ratio, the Higher the Equity.

In order to secure an FHA home loan a new buyer would normally do all of the following, except: 
· Find a lender who will be willing to grant him the loan.

· Buy a home which meets the FHA requirements and restrictions.

· Agree to pay for mortgage insurance protection.

· Apply to the nearest office of the FHA for an appraisal.
An appraisal must be made on the property but this is not done by FHA.

The monthly payment on a mortgage loan is, by statute, considered late when received by the lender:
· 5 days after the due date

· 10 days after the due date

· 3 days after the due date

· More than 10 days after the due date
Payment is considered late if the Lender receives it more than ten (10) days after the due date.

When the amortized payment of a mortgage remains constant over the period of the loan but leaves an outstanding balance to be paid at the end, this payment is called: 
· an escalation payment.

· a satisfaction payment

· an acceleration payment.

· a balloon payment.
A Balloon Loan is a partially amortized loan, and will require the entire balance to be due

Jon is a mortgage loan broker. When setting up a loan, Jon differs from Carl, a mortgage banker, in which of the following ways:
· Carl deals primarily in loans which must be recorded; Jon's loans are normally not recorded.

· Jon is exempt from the Finance Code of California;

· Carl is authorized by law to make larger loans than Jon;

· Jon does not normally use his own funds in arranging a loan;
A mortgage broker (Jon) as do mortgage bankers (Carl), takes loan application and processes the necessary paperwork. Unlike a mortgage banker, brokers do not fund the loan with their own money, but work on behalf of several investors, such as mortgage bankers, S and L's, banks, or investment bankers.

Property is being sold whereby the purchaser is to continue the payments of an existing amortized loan secured by a first mort- gage. In order for the buyer to assume the existing mortgage without penalty, the real estate agent should check to be sure the mortgage does not include: 
· a subordination clause.

· a release clause.

· a requit clause.

· an acceleration clause.
If a loan has an acceleration clause that allows the lender to call the loan upon alienation of the title, then a buyer could not assume that loan.

When a borrower is required to keep a savings account in order to be granted a loan this would be:
· Earnest money binder

· Good faith deposit

· Down payment

· Compensating balances
Compensating balances is the balance required to be kept on deposit at a bank by a borrower when taking out a loan. Should the borrower fail to repay the loan either in full or in part, this balance would be forfeited. Compensating balances are typically 10% of the loan amount.

Which of the following statements, if any, is correct concerning the relationship between an effective interest rate and a nominal interest rate?
· The effective interest rate is always lower because the nominal interest rate includes charges other than interest

· The effective rate is the rate the buyer will pay; the nominal rate is the rate named in the loan application

· The nominal interest rate is the rate actually paid by the borrower for the use of the money; the effective interest rate is the rate specified in the note;

· The effective interest rate is the rate actually paid by the borrower for the use of the money; the nominal interest rate is the rate specified in the note;
Effective interest rate is the interest rate that the borrower actually pays on his loan. The nominal interest rate is the interest rate specified in the note.

When comparing a straight note with an installment note, the straight note:
· Will have a total effective interest rate greater then if the loan were an installment loan

· Will have all the principal payments during the term of the loan including the last payment.

· Will have equal annual principal reduction payments

· Will have no principal payments during the term of the loan except on the last payment
In a Straight Note there are no principal payments made. The entire principal amount of the loan is paid off at maturity or the end. [The interest is paid off either at the end or during note’s term.]

Which of the following is true about real estate loans made by commercial banks: 
· The discount rate is in direct proportion to the amortization period of the loan.

· These loans increase the bank's liquidity.

· The interest must be paid in advance.

· The bank usually charges discount points when making these loans.
Commercial banks usually charge discount points; there is no requirement that the interest be paid in advance, and they obviously do not increase the bank's liquidity.

A buyer wants to take out an FHA loan. The broker should refer the buyer directly to: 
· an FHA appraiser in the area.

· the Federal Housing Administration Office.

· the Federal National Mortgage Association

· any approved lending institution such as a bank or savings and loan association.
Lenders must be approved by the Federal Housing Authority before they can offer FHA loans. Part of the approval process includes waiving fees customarily charged on conventional mortgages.

When loaning money to two or more co-borrowers on a single promissory note, the lender would be best advised to increase the security on the note by inserting which of the following phrases after the names of the co-borrowers: 
· Individually and severally;

· Together as individuals;

· Personally and corporately;

· Jointly and severally.
If there are multiple debtors on a note a Lender would be advised to put the phrase “Jointly and Severally” in a Note

Usury MOST nearly means: 
· being capable of multiple usage.

· lending money at fluctuating interest rates.

· making loans without the benefit of co-signors.

· illegal interest.
Each state sets its own ceiling for the maximum interest rate lenders may charge. Rates above that ceiling are considered usurious and illegal. No reputable lender exceeds those rates and those that make a practice of it are commonly known as loan sharks.

Concerning the following, which would be correct: 
· the note must be recorded to perfect a lien on the property.

· a note is the security for a trust deed.

· a trust deed has more value than a note.

· a trust deed is security for a note.
The property held as collateral under the terms of the Deed of Trust secures the promissory note. A Trust Deed by itself has no value. It is the promissory note that is the negotiable instrument. A note cannot be recorded by itself, however a Trust Deed can be recorded which perfects the lien. If the Trust Deed is recorded the note may be recorded along with it as the Trust Deed secures the note.

What institution is the source of home loans? 
· Mortgage bankers

· Individuals

· Insurance companies

· Saving and Loan Associations
Savings & Loan Associates is the biggest source for home loans and/or residential financing. They have the most funds invested in real estate.

Which of the following does not buy loans in the secondary mortgage market?
· Government National Mortgage Association;

· Federal Home Loan Mortgage Corporation;

· Federal National Mortgage Association;

· Federal Housing Administration
The FHA is a federal agency that insures first mortgages, enabling lenders to loan a very high percentage of the sale price.

Mortgage money borrowed at a rate less than that of the net return on the unmortgaged property raises the rate of return on the owner's investment. This principle is known as: 
· Deficit financing.

· Capital turnover theory.

· Band of investment theory.

· Trading on equity.
Also known as leveraging. For example, if I borrowed money at 10% interest and the property is returning 15% on the total purchase price of the property, then I am making more than 15% on my equity.

An investor paid $300,000 for an apartment building, making a $75,000 cash down payment. One year later, the property increased 10% in value. This resulted in a $30,000 or 40% gain on the $75,000 equity. This is an example of
· Apreciation

· Plottage

· Highest and best use

· Leverage
Leverage is maximizing the use of borrowed money.

When the real estate market changes from a buyers market to a sellers market, which of the following results could naturally be expected:
· Prices would probably drop because of the increased supply and reduced demand

· Construction activity in a new subdivision would decline

· Prices would be unaffected, since every parcel is unique

· Prices would rise because of the increased demand and lagging supply
Seller’s Market: When there are more capable buyers then there are available properties, therefore the prices will rise

Which of the following statements is most accurate concerning mortgage bankers: 
· They are regulated solely by federal law

· They never lend their own money

· They never make government backed loan

· They negotiate loans which are readily saleable in the secondary mortgage market.
Mortgage Companies deal with loans that are readily sold in the secondary mortgage market; Secondary Mortgage Market refers to the “Resale Marketplace” for existing loans. It is a market of packaged home loans that are resold as securities to investors. Major players are Fannie Mae and Freddie Mac.

According to the bankruptcy code, the debts that are discharged are those that exist:
· On the day when the bankruptcy case is closed.

· On the day of the discharge;

· On the day of the publication of notice of bankruptcy;

· On the day when the bankruptcy petition was filed; 
Which of the following statements about real estate financing is incorrect :
· Although a mortgage does not transfer legal title to the property, it is still considered a lien.

· The owner of a property who borrows money and signs a mortgage is called a mortgagor.

· Discounting a note indicates that it is being sold at less than the face value, or amount still owing on the principal.

· A promissory note is security for a mortgage.
The mortgage is security for the promissory note; but the reverse is not true. Each of the other statements is correct.

Which of the following does not directly affect the level and movement of mortgage interest rates?
· The supply of funds;

· The demand for funds;

· The inflation rate.

· The rate of unemployment;
Unemployment DOES NOT directly affect the level and movement of interest rates.

The purpose of a “release clause” in a mortgage is to: 
· Releases the lender from liability.

· Allow a borrower to be released from liability

· Release the title company from liability

· Allow the release of some properties upon partial payment, when more than one property is used as security for the debt (D)
A Release Clause is often found in a Blanket Mortgage which allows portions of property to be released from a lien as payments are made.

Many people have described a land contract sale as a method of financing which is used in place of a deed and a deed of trust. Therefore, a land contract sale is said to be:
· The same as a mortgage

· A three party tool

· Identical to an option

· A security device
In a Conditional installment sales contract (Land Contracts) the Vendor (Seller) becomes a Lender to the Vendee (Buyer). The Vendee gets to use the property (equitable title) as the seller retains legal title of land as a security device (the right to sell). In the event of a default by the Vendee (Buyer) in a Conditionals installment sales contract, the resulting Cloud on Title could be cleared if the Vendee (Buyer) has signed a Quitclaim Deed.

On a $50,000 loan the borrower is required to pay two points. How much does the borrower have to pay the lender? 
· $49,000.00

· $50,000.00

· $52,000.00

· $51,000.00
One point equals one percent; thus two points are two percent of $50,000, or $1,000, which becomes part of the buyer's total obligation to the lender.

If there is no agreement to the contrary, all of the following would qualify as a negotiable instrument except:
· Bank Draft

· installment note

· personal Check

· A mortgage securing a promissory note
Which of the following loans would be most likely to qualify for FHA insurance?
· A loan to buy a small business

· A loan to buy farm equipment

· A loan to purchase a farm

· A loan to purchase 1-4 units of residential rental property
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan.

When a lender loans a borrower 100% of the purchase price of a house, and the loan is not government-related, the lender would be best protected by:
· Low monthly payments

· A low interest rate

· A downturn in the economy

· Appreciation
A Lender would best be protected by appreciation if he made a loan for 100% of the purchase price of the property. Because the value of the home should always be greater then the debt to the lender so if there borrowor defaults the lender can sell the property to get their money back.

When a lender loans a borrower 100% of the purchase price of a house, and the loan is not government-related, the lender would be best protected by:
· Low monthly payments

· A low interest rate

· A downturn in the economy

· Appreciation
A Lender would best be protected by appreciation if he made a loan for 100% of the purchase price of the property. Because the value of the home should always be greater then the debt to the lender so if there borrowor defaults the lender can sell the property to get their money back.

When the term “beneficiary statement” is used by those in real estate finance, it identifies a statement made: 
· By the property owner, listing the beneficial features of an assumable loan

· By the insurer, stating the amount that will be paid to the policyholder if the improvements are destroyed;

· Designating the one who will receive the property in the event of the borrower’s death;

· By the lender, as to the current balance due to pay off a real estate loan;
Beneficiary Statement: Document in which the Lender provides the present balance of a loan.

In an installment land contract, what type of title did the seller retain? 
· joint

· equitable

· record

· legal
Conditionals installment sales contract (Land Contracts) the Vendor (Seller) becomes a Lender to the Vendee (Buyer). The Vendee gets to use the property (equitable title) as the seller retains legal title of land as a security device (the right to sell)

Mortgage insurance on an FHA loan: 
· Is an expenses that is born by the lender

· Pays the borrower the loan balance in the event of a fire loss

· Protects the lender in the event of the trustor’s death

· Protects the lender against any deficiency in the event of a default
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan.

An increase in the availability of money would lead to which effect? 
· Interest rates would go up.

· Interest rates would NOT be affected due to RESPA guidelines.

· Interest rates would NOT be affected due to TRUTH IN LENDING.

· Interest rates would go down.
Just like most things in a free market economy, mortgage loans are subject to the laws of supply and demand. Thus, when there is more mortgage money in the market place "looking for a home," borrowers have more choices, which leads to increased competition among lenders, which leads to lower interest rates.

When a lender speaks of “discounting,” the lender is probably referring to: 
· The process of determining the effective interest rate;

· The difference between the nominal interest rate and the effective interest rate on a specific loan;

· The process of determining the actual yield of a given loan by adjusting the variable interest rate;

· The loan proceeds disbursed by the lender are less than the face value of the note.
Discounting is selling a note for an amount that is less than what is owed.

When a deed of trust is foreclosed by court sale, the action:
· Prevents a deficiency judgment

· Is not legal in California

· Is the same as a foreclosure by trustee’s sale

· Would allow the trustor a redemption period
In Foreclosure by Court Sale the Trustor has a one-year redemption period during which the trustor can maintain possession of the property,

In the field of real estate, a “prepayment penalty” is sometimes:
· Written into a trust deed for the protection of the trustor.

· Charged a buyer when he applies for a home loan

· Collected from a borrower who is late in his payment on his home loan

· Required from a trustor who makes advance payments on his home loan
Pre-Payment Penalty Clause proscribes the assessment of a Pre-Payment Penalty if advance payments are made on a loan.

When processing a real estate loan application, a lender would correlate characteristics of borrower, loan and property to make:
· A liability statement

· A credit rating

· A property appraisal

· A loan commitment
In determining whether or not to make a loan commitment, a Lender will examine the borrowers income, there character and the property.

An acceleration clause is inserted into a note that is otherwise negotiable. Adding this clause:
· Has no effect on negotiability, but also is of no benefit to the holder of the note.

· Is required to be negotiable

· Makes the note non-negotiable

· Does not limit the negotiability of the note
A acceleration clause is a clause that proscribes that the entire unpaid balance of a loan is due immediately upon default of the loan, adding this clause does not limit the negotiability of the note

The one who loans the money on a parcel of real property and secures that loan by means of a trust deed is known as the:
· Trustee

· Mortgagor

· Trustor

· Beneficiary
The Beneficiary loans the money and secures the loan via the Trust Deed. The consent of the Beneficiary should be acquired for Boundary Changes, Consolidation Agreements, and/or any New Restrictions pertaining to the property. If the loan is paid in full the Beneficiary will issue a “Request of Reconveyance” and the trustee will issue a Reconveyance deed. Beneficiary Statement is a document in which the Lender provides the present balance of a loan.

A clause in a mortgage that allows a lender to declare the loan balance due on default of the mortgage payment is a(n):
· alienation clause

· escalator clause

· subordination clause

· acceleration clause
An acceleration clause is the clause in a mortgage or trust deed that stipulates the entire debt is due immediately if the mortgagee defaults under the terms of the contract. Top of Form

The terms of some real estate loans provide that the interest rate may be increased or decreased depending on money market conditions. We call this type of loan: 
· An interim loan;

· A loan which is secured by a short-term land contract;

· A fluctuating market condition loan.

· A variable interest rate loan;
Variable Interest Rate Loan: Allows for increases or decreases in the interest rate on the loan.

A “GPAM” mortgage loan provides for:
· Adjustment of its interest rate as market interest rates change

· Renegotiation of the interest rate on the note

· A long-term loan consisting of a series of short-term notes

· Deferment of certain payments on the principal during the early period of the loan
Graduated Payment Adjustable Mortgage (GPAM) Allows for the deferment of certain principal payments.

A clause in a mortgage that allows a lender to declare the loan balance due on default of the mortgage payment is a(n):
· alienation clause

· escalator clause

· subordination clause

· acceleration clause
An acceleration clause is the clause in a mortgage or trust deed that stipulates the entire debt is due immediately if the mortgagee defaults under the terms of the contract. Top of Form

Insurance for a mortgage loan may be provided by:
· VA

· GNMA (Ginnie Mae)

· FNMA (Fannie Mae)

· FHA or private mortgage insurer
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office. Private insurers can insure loans when the borrower does not qualify for the FHA loan.

When the required payments on a real estate loan are insufficient to pay the interest due, the result is:
· A greater down payment

· Increased principal payments

· A reduced term of the loan

· Negative amortization
Negative Amortization Is when the required loan payments do not cover the principal and/or interest on the loan; this causes the loan balance to increase.

Which of the following describes a mortgage that requires principal and interest payments at regular intervals and is called the liquidation of debt by periodic installment until the debt is satisfied? 
· annuity loan

· acceleration loan

· assemblage loan

· amortized loan
This question is a formal description of amortized loans--the most common form of mortgage where monthly payments include both principal and interes (as opposed to balloon or interest-only seconds). Typically, monthly payment amounts remain constant, while the interest portion is higher in the earlier years, giving homeowners a larger tax deduction with higher percentages of principal paid in the later years.

The type of mortgage loan which permits borrowing additional funds at a later date is called: 
· A junior mortgage

· An equitable mortgage

· An extendible mortgage

· An open-end mortgage
Open-End Clause is a provision in mortgage contract that declares the mortgaged real estate may be used as security to borrow additional money

Insurance companies represent one of the major sources of convention loans. Insurance companies:
· Generally do not use the services of a loan correspondent

· Have only a minor portion of investments in mortgages and trust deeds

· Restrict their operations to the immediate area of their home office

· Primarily loans on large commercial properties
Insurance Companies favor long-term large loans on existing commercial property. [For example, Insurance Company would be the least likely lender for a 10 year, $10,000 home improvement loan, but might be the lender of choice for a 30 year, $5,000,000 loan to build a mall along side the highway.

The primary purpose of Truth in Lending is to: 
· Control interest rates on behalf of the consumer.

· Control the true costs to close a transaction.

· Disclose the true costs of only an FHA loan.

· Disclose the true costs of obtaining credit.
Truth in Lending, otherwise known as Regulation Z, is intended to do away with deceptive financing tactics, especially those involving hidden costs--for example, advertising a $250 car lease as zero-down and then tacking a $1,200 upfront payment at the time of contract disguised as an "incidental" acquisition fee.

In which of the following markets may a lender sell a loan that a mortgage banker has previously originated? 
· primary market

· mortgage market

· consumer market

· secondary market
Many homeowners are surprised the first time they receive a letter from a lender they've never heard of informing them that they now hold the mortgage on their home and that future payments should be sent to them. This secondary market is where lenders buy and sell mortgages to balance their portfolios according to market conditions and their internal needs and objectives. It should be noted that the terms of mortgages bought and sold cannot be changed by the new note holders.

Which of the following is true of a second mortgage?
· It is not negotiable.

· It cannot be used as a security instrument.

· It has priority over a first mortgage.

· It is usually issued at a higher rate of interest.
Second mortgages carry higher risk for lenders because they're "second" in line after the first mortgage holder. In case of foreclosure, that means the first mortgage holder is paid in full before any remaining monies are distributed. This added exposure typically results in higher interest rates.

Generally, as the employment rate and the GNP both rise:
· Sales of existing homes will remain level or increase

· New residential developments will increase in numbers

· The level of personal income rises

· All of the other options are correct
The Gross National Product (GNP) is an accounting of the number of goods and services produced by the country in any given calendar year. When the GNP and the rate of Employment rise, personal income also increases and home sales begin to rise.

If each of the following loans would otherwise require compliance with the Federal Truth-in-Lending ACT, which one would be exempt on the basis of the type of loan itself?
· $20,000 signature loan from a consumer finance company

· A VA loan from a federally-charted savings and loan association

· $25,000 loan from a credit union for home improvement

· An agricultural loan by a bank
Truth-In-Lending Act was designed to protect the borrower by requiring the lender to make a meaningful disclosure of credit terms to the borrower. The Truth-in-Lending Act would not cover Agricultural Loans. The right of rescission on a loan begins when Loan documents are signed by the borrower;

The net effect of a tight money policy implemented by the Federal Reserve Board would be the increasing of: 
· Supply of money available for real estate financing.

· Use of new first mortgages in real estate financing;

· New home sales;

· Use of junior loans in real estate financing;
In a Tight Money Market money is tight, therefore you will see more second trust deeds (junior loan) and sellers will have to carry back a second more often. Because money is “tight” the banks do not have the ability to lend the full loan amount in one loan.

A take-out loan in real estate financing is:
· A loan that calls for payments to be made at intervals

· The amount of net proceeds actually available to the borrower after the deduction of discount points and prepaid interest

· A short-term loan generally to finance construction

· A long term loan to replace a construction loan
Take-Out Loan is a long-term loan. It is a permanent mortgage loan which a lender agrees to make to a borrower upon completion of improvements on the borrower's land. The proceeds of the loan are used principally to pay off the construction loan.

A subordination clause in a trust deed may: 
· Allow for periodic renegotiation and adjustment in the terms of the obligation.

· Prohibit the trustor from making an additional loan against the property before the trust deed is paid off.

· Permit the obligation to be paid off ahead of schedule

· Gives priority to liens subsequently recorded against the property
A clause which permits the placing of a mortgage at a later date which takes priority over an existing mortgage.

Of the following types of real estate syndicates or "group investments," which requires participation by at least 100 investors? 
· A Corporation.

· A limited partnership.

· A general partnership.

· A REIT, or Real Estate Investment Trust.
REITS own, and in most cases, manage income-producing properties such as apartment buildings and shopping centers. Like securities, their shares are freely traded on stock exchanges. Like limited partnerships, an investor's risk is limited to his or her investment. However, unlike partnerships a REIT cannot pass tax losses on to its investors... while shares in a limited partnership are not traded like stocks and are therefore not as liquid.

More than one loan can be obtained by a borrower, in this case the “request of notice of Default” would be filed to protect the:
· The Beneficiary of the first loan

· The Trustee

· The Trustor

· The Beneficiary of the second loan
A Request for Notice of default is recorded In order to protect the Beneficiary of a second loan.

When purchasing with FHA financing, a new buyer would normally do each of the following, except:
· Buy a home which conforms with FHA requirements and restrictions

· Pay for mortgage insurance protection

· Apply directly to a bank or savings and loan

· Apply to a local FHA office for the FHA appraisal
Federal Housing Administration (FHA) insures Lenders against loss in the event of a default. FHA loan might approve a loan to buy 1-4 units of residential property to be used for rental purposes. To get an FHA loan you go to institutions that are authorized to deal with the FHA, there is no FHA office.

Jones is holding $300 in an impound account on a Trust Deed on which he has been receiving payments from Brown. Which of the following is true concerning the impound account?
· It cannot exceed by more than 5% the amount needed for one year's taxes and insurance.

· It should always have a constant balance equal to one year's taxes and insurance.

· He may draw interest on the account if placed in a savings and loan association.

· It benefits the trustor and the beneficiary.
Impound accounts are paid to the lender to build a fund of money so that they can pay the taxes and insurance when these large bills come due. It helps the lender, in that the borrower does not default on the loan if they cannot make these payments, and it helps the borrower by making small contributions each month to cover a one major expense.

The phrase “the secondary mortgage market” refers to:
· Investments that are not real estate related such as corporate or government bonds;

· All real estate loans which are secured by junior trust deeds or mortgages;

· Different kinds of loans which are made by insurance companies or pension funds;

· A resale marketplace for existing trust deed loans.
Secondary Mortgage Market refers to the “Resale Marketplace” for existing loans. After a loan is originated it will get baught and sold over and over again.

When the general level of prices decreases:
· It has no affect on the value of money

· The value of commodities increases

· The value of money decreases

· The value of money increases
A borrower bought a $74,000 house with no down payment. The loan was probably: 
· a conventional insured loan.

· an FHA loan.

· a conventional loan.

· a VA loan.
VA loans are zero-down instruments, while FHA loans permit low down payments in the 5% range.

A house sold for $42,000. The buyer made a 20% down payment. Monthly interest on the loan was $252. What was the interest rate on the loan? 
· 7%

· 11%

· 5%

· 9%
With a 20% down payment of $8,400, the buyer had a mortgage of $33,600. Since interest is expressed in annual terms, multiply the monthly payment of $252 times twelve. That yields an annual interest cost of $3,024, divided by the principal balance of $33,600, yields an annual rate of 9%.

The seller under a land contract is called: 
· the grantee.

· the vendee.

· the grantor.

· the vendor.
Land contracts are also known as installment contracts. In this type of arrangement, the buyer occupies the property, but the title is held in the name of the seller until some future point in time--often when the last payment is made.

The lender is required, under RESPA, to provide a detailed "GOOD FAITH ESTIMATE" statement at the time of loan application or within three business days to: 
· the seller.

· the buyer and seller.

· neither the buyer nor the seller.

· the buyer.
The "good faith" part of this requirement is the key element to consumers. By standardizing the forms and disclosures used by lenders, borrowers are no longer surprised by substantial and hidden costs at the time of closing.

The term “warehousing” as used in real estate financing, means: 
· Unregulated real estate loans

· The financing of industrial warehouses

· A large bank or savings and loan

· A mortgage company collecting loans prior to resale
Warehousing is when a Lender collects loans and puts them out as a package for sale. It is the process by which a mortgage banker or mortgage broker assembles mortgages that he or she has made and prepares the mortgages to be sold in the secondary mortgage market. By selling these mortgages the originator now has additional capital that can be used to make more mortgages which in turn may be sold in the secondary mortgage market.
The right or power to sell a property in the event of a default under the terms of the trust deed is given by: 
· Buyer to the beneficiary.

· Buyer to the seller.

· Trustee to the trustor.

· Trustor to the trustee.
In the trust deed, the trustor (borrower) gives the trustee (holder of the title) the title to the property, with the right to sell the property in the event of a default.

Property is being sold whereby the purchaser is to continue the payments of an existing amortized loan secured by a first mortgage. In order for the buyer to assume the existing mortgage without penalty, the real estate agent should check to be sure the mortgage does not include: 
· a release clause.

· a subordination clause

· a requit clause

· an acceleration clause
If a loan has an acceleration clause that allows the lender to call the loan upon alienation of the title, then a buyer could not assume that loan.

Property is being sold whereby the purchaser is to continue the payments of an existing amortized loan secured by a first mortgage. In order for the buyer to assume the existing mortgage without penalty, the real estate agent should check to be sure the mortgage does not include: 
· a release clause.

· a subordination clause

· a requit clause

· an acceleration clause
If a loan has an acceleration clause that allows the lender to call the loan upon alienation of the title, then a buyer could not assume that loan.

When a lender takes a deed in lieu of foreclosure from the borrower, the lender: 
· Must get court approval;

· Must first obtain the written consent of all other lien holders;

· Must get a writ of execution

· Will assume any junior liens;
A Lender assumes any junior liens present on the property if he has accepted a deed in lieu of foreclosure.

The Government National Mortgage Association (GNMA) issues pass-through securities. The phrase “pass-through” means that all interest and principal payments pass through Ginnie Mae to the investors. Ginnie Mae's role in this market is to:
· Qualify the properties that are used as security for the loans.

· Act as a go-between and verify that the transactions are documented; 

· Bring sellers and buyers together;

· Guarantee timely payment of interest on the mortgages;
Ginnie Mae is a federal government-sponsored enterprise that issues securities backed by a pool of mortgages and guaranteed by GNMA, which passes through to investors the principal and interest payments of homeowners.

According to the Truth-in-Lending ACT, consumers must be informed of credit terms by:
· Escrow

· The beneficiary

· The broker

· The lender
Truth-In-Lending Act was designed to protect the borrower by requiring the lender to make a meaningful disclosure of credit terms to the borrower. The Truth-in-Lending Act would not cover Agricultural Loans. The right of rescission on a loan begins when Loan documents are signed by the borrower;

Lenders use a “debt-income ratio” as a: 
· Method of setting escrow fees

· Government loan ratio;

· A way of calculating your net worth

· Loan qualifying tool
Debt-to-Income Ratio is used by lenders as a loan-qualifying tool. It is a method of calculating how much debt is owed in relation to how much income is coming in.

The document which is used to convey the title to real property from the trustee to the trustor when the trust deed is terminated:
· Quitclaim deed

· A warranty deed

· A grant deed

· A reconveyance deed
If the loan is paid in full the Beneficiary will issue a “Request of Reconveyance” and the trustee will issue a Reconveyance deed.

he finance fee charged by the lender to make the loan is a(n): 
· prepayment penalty.

· advance interest payment.

· prepayment of mortgage insurance.

· loan origination fee.
Even though typically financed, LOFs represent immediate revenue lenders receive to help offset the comparatively low-interest, long-term loan terms most mortgages represent.

term used by lenders, “mortgage yield” best describes:
· What the lender receives when a mortgage is paidoff.

· All of the money received by a lender after deducting closing costs and loan fees;

· An increase in the value of a property which has a mortgage;

· The effective interest return obtained from a first trust deed by an investor; 
When a notice of default has been recorded on a trust deed, the borrower is given a period of time to reinstate the loan. During this time, the right of possession belongs to the: 
· Mortgagee

· Beneficiary

· Trustee

· Trustor
A release clause in a mortgage:
· Releases a guarantor from further liability under specified conditions

· Provides for an option to extend its due date

· Creates a lien second only to the lien of taxes and assessments

· Allows portions of the property, given as security, to be released from the mortgage lien upon performance of a specified act.
A clause in a blanket mortgage which gives the property owner the right to pay off a portion of the indebtedness, thereby freeing a portion of his property from the mortgage.

A promissory note: 
· is a guarantee by a government agency.

· is an agreement to perform or not to perform certain acts.

· may not be executed in connection with a real estate loan.

· is the primary evidence of a debt.
When a borrower signs a promissory note, he or she acknowledges the debt and all its terms and conditions. It is the primary instrument in virtually every type of loan.

The measure of goods and services produced by the nation during any one calendar year” is called: 
· Cost of living index;

· National economic cycle.

· National income;

· Gross national product (gross domestic product);
The Gross National Product (GNP) is an accounting of the number of goods and services produced by the country in any given calendar year. When the GNP and the rate of Employment rise, personal income also increases and home sales begin to rise.

The “Open End” clause in mortgage would benefit the borrower the most if he:
· Prepaid the loan

· Allowed a subsequent buyer to assume the loan

· Had a loan subordinate to a construction loan

· Borrowed additional money
Open-End Clause is a provision in mortgage contract that declares the mortgaged real estate may be used as security to borrow additional money

Carol made an offer to purchase Greg's property. As part of the offer, Carol agreed to take title “subject to” an existing VA loan which Greg obtained when he purchased the property in the approximate amount of $39,000. If Greg sells to Carol under these conditions, which of the following is true concerning liability for a loss suffered by the government after a foreclosure on the VA loan: 
· Neither couple is liable because Carol took title “subject to” the existing loan.

· Greg and Carol will be equally liable;

· Carol will be primarily liable;

· Greg will be primarily liable;
If a property were sold “Subject to” an existing loan, the sellers would still be primarily liable for the loan.

Which of the following statements about real estate financing in California is INCORRECT?
· The owner of a property who borrows money and signs a mortgage is called a mortgagor

· Although a mortgage does not transfer legal title to the property, it is still considered a lien

· Discounting a note indicates that it is being sold at less than the face value, or amount still owing on the principal

· A promissory note is security for a mortgage
The mortgage is security for the promissory note; but the reverse is not true.


Using borrowed funds when available at rates that are below the equity yield of an investment property: 
· Increases the cash flow.

· Decreases the equity yield.

· Is illegal.

· Enhances the equity yield.
This is an example of leverage. Borrowing money at 6% interest and earning 8% interest on the investment enhances the equity yield.

Which of the following loans on a home would probably be made without requiring a down payment from the borrower?
· Conventional

· FHA

· Cal-Vet

· VA
With a VA Loan, no down payment is required, it is a loan guaranteed by the US Department of Veterans Affairs (VA). VA loans are made to honorably discharged veterans or their un-remarried widows or widowers. VA loans cannot be used to purchase rental property. You however rent the property later.

The term “security interest” Is best defined as
· The use of stocks and bonds or other securities as collateral for a loan against real property

· The interest payments on a conventional loan

· The interest on a insured mortgage

· The creditors interest in the debtors property
A creditor maintains a security Interest in the property of a debtor.

The beneficiary of a second trust deed sold his interest in the property for less than the unpaid balance of the note. This action is most commonly described as:
· Leveraging

· Subrogating

· Liquidating

· Discounting
Discounting is selling a note for an amount that is less than what is owed.

Which lender is the major source for junior loans negotiated today:
· Insurance companies

· Commercial banks

· Federal Land Bank

· Private lenders
When financing a home with a long-term loan, if equal monthly payments are made, the amount of each payment applied to the outstanding principal balance will:
· Decreases while the interest payment increases

· Decreases at a constant rate

· Increases by a constant amount throughout the life of the loan

· Increases while the interest payment decreases
On a Level Payment Loan the amount of each payment applied to interest decreases, and the amount of each payment applied to principal increases.

Why would a beneficiary have an appraisal on the property? 
· to determine the value of the property

· to protect the buyer from fraud

· to make sure the buyer did not pay too much

· to assure the property value is sufficient to cover the loan
Appraisals are third-party valuations of a property based on a wide range of variables. Lenders generally insist on this independent assessment to make sure the value of the property is at least sufficient to pay off the loan amount in case of default.

The appreciation in the value that is experienced by a mortgaged home accrues to the benefit of:
· The beneficiary

· The trustee

· Mortgagee

· The trustor
Appreciation in value of a property benefits of the Trustor. Because although the house value may increase the amount owed on the loan does not.


Joe failed to make payments on his trust deed loan for two successive months and a notice of default has been recorded. He has:
· Rights of reconveyance

· Rights of redemption

· Has lost all rights in regards to the property

· Rights of reinstatement
The trustor has the right of reinstatement until 5 days before the foreclosure sale goes through.

A buyer defaulted on a real property installment sales contract that had been recorded by the seller. If a quitclaim deed were to be used to extinguish the cloud on the title it must be executed by:
· Seller only

· Buyer and the Seller

· Niether the Buyer or the Seller

· Buyer only
In the event of a default by the Vendee (Buyer) in a Conditionals installment sales contract, the resulting Cloud on Title could be cleared if the Vendee (Buyer) has signed a Quitclaim Deed.

Which of the following is true concerning promissory notes?
· They are always used when real estate is sold;

· They are recorded at the county recorder’s office;

· They are used as security for trust deeds;

· They are the evidence of the debt.
Promissory Notes are negotiable instruments that serve as evidence of debt.

If a buyer of a 10-acre parcel has paid off two acres under a blanket mortgage, how would it effect their equity position? 
· There is no way to tell

· Their equity position would remain the same

· It would decrease their equity position

· It would increase their equity position
A Release Clause is a clause in a blanket mortgage which gives the property owner the right to pay off a portion of the indebtedness, thereby freeing a portion of his property from the mortgage. Making the payments would increase the owner’s equity in the property.

he discount points charged by a lender on a federal VA or FHA loan are a percentage of the: 
· appraised price.

· sales price.

· down payment.

· loan amount.
Like points, discount points are one-time charges equal to one percent of the loan amount for each point charged.

A mortgage clause which states that, should the borrower sell the property, the entire balance of her mortgage would be due immediately, is known as: 
· estoppel certificate.

· the satisfaction clause.

· the acceleration clause.

· the due-on-sale clause.
The due-on-sale clause is also known as an alienation clause or resale clause, and says that the balance must be paid in full if the property is sold. Don't confuse this term with an acceleration clause, which makes the whole debt due if the borrower defaults; a satisfaction, in which the debt is paid in full on a mortgage; or an estoppel certificate, which is not a clause at all but a document in a mortgage.

A note on which only the interest is paid during its term is called:
· An amortized note

· An installment note

· Void

· A straight note
In a Straight Note there are no principal payments made. The entire principal amount of the loan is paid off at maturity or the end. [The interest is paid off either at the end or during note’s term.]

The annual percentage rate (APR) is defined by the Federal Truth-in-Lending Law as: 
· The total of only the indirect costs of credit which the borrower must pay

· The total of only the direct costs of credit paid by borrower

· Total of all costs which the borrower must pay to get the loan

· Relative cost of credit expressed in percentage terms.
When the APR is used in Advertising by a Lender it reveals the particularities of costs in credit in percentage terms. [If the ad only states the APR, then other disclosures are not necessary.]

In deciding whether or not to make a specific home loan, a lender would consider which of the following factors most important:
· The availability of mortgage funds

· The general economic outlook

· Federal and state laws

· The degree of risk
Degree of risk is the most important factor for a Lender in determining whether or not to make a loan.

Which of the following defines the term “equity”: 
· The difference between the loan amount and the value or price of the property; 

· The initial down payment on the property; 

· The owner’s interest in real property, over and above all liens against it; 

· All of the other options are correct
Equity is the difference between the price for which a property could be sold and the total debts registered against it.

A balloon loan could also be described as a:
· Due- on-sale loan;

· Non-assumable loan;

· Fully-amortized loan;

· Partially-amortized loan;
A Balloon Loan is a partially amortized loan. It has a fixed rate of interest over a period of time. At the end of the balloon period, the borrower must refinance or pay off the remaining balance. In other words, the entire balance will be due.

A trustor defaults on his loans and refuses to reinstate the deed of trust. The most expedient thing for the beneficiary to do is to institute a:
· Sheriff’s sale

· Lien sale

· Court sale

· Trustee’s sale
In a Foreclosure by Trustee Sale the trustee must wait 3 months before publishing (puts up for sale); the trustor has the right of reinstatement until 5 days before the sale goes through. This is the most expedient method of sale for a Beneficiary to pursue if a trustor has defaulted.

A scale used by many mortgage lenders that use a risk-based system to determine the possibility that the borrower may default on financial obligations to the mortgage lender is known as a:
· Balance sheet

· Pre approval

· Preliminary report

· FICO score
FICO Score Reflects a buyer’s credit history. FICO is a credit score scale used by many mortgage lenders that use a risk-based system to determine the possibility that the borrower may default on financial obligations to the mortgage lender.

Which of the following items is a cost of home ownership: 
· Appreciation of improvements;

· Land appreciation;

· Amenity value;

· Loss of interest on owner’s equity.
One of the costs of home ownership is the interest lost on the owner’s equity.

A trustee legally began the process to sell property secured by a trust deed. After the notice of default is recorded, the trustee must wait at least three months before:
· Issuing the reconveyance deed

· Conveying title to the beneficiary

· The foreclosure is final

· Publishing the notice of sale
In a Foreclosure by Trustee Sale the trustee must wait 3 months before publishing (puts up for sale)

In making new real estate loans, institutional lenders often charge a fee for expenses incurred for such items as document preparation and related work. The fee charged is often a percentage of the face amount of the loan, and is referred to on the borrower’s closing statement 
· Prepayment fee;

· Mortgage loan broker’s fee;

· Loan discount fee;

· Loan origination fee;
Document Preparation Charges: Usually categorized as part of the loan origination fee.


A trust deed can have a provision that allows future loans on the property to have priority. This would be called:
· An acceleration clause

· A release clause

· An assignment clause

· A subordination clause
A clause which permits the placing of a mortgage at a later date which takes priority over an existing mortgage.

