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Whakamātautau Tuatahi: Te Whakamārama Whakatupuranga Hanganga 

Assessment 1: Understanding Property Investment 
Aromatawai Hua Akomanga (Learning Outcomes Assessed) 

Core Module Learning Outcomes

1. Demonstrate an understanding of the New Zealand property market and of the basic features of property as an investment strategy 

4. Demonstrate an understanding of using leverage to purchase property
5. Demonstrate an understanding of key considerations in, and components of, the process of purchasing investment properties

6. Demonstrate an understanding of key issues involved with maintaining and selling investment properties
If the Core Module Learning Outcomes are achieved, the following Literacy and Numeracy Learning Outcomes will also be achieved:

A. Demonstrate understanding of technical terms and phrases relating to property investment.

B. Locate and identify information of relevance in a case study and / or programme materials.
C. Plan and compose a comprehensible scenario which demonstrates understanding of a concept.
D. Write comprehensible sentences in response to questions.
E. Develop and perform calculations which demonstrate the use of leverage and leveraging percentages.*

F. Calculate net yields for property investments.* 
* These are numeracy learning outcomes.
Tohutohu (Instructions)

There are four parts to this assessment, each of which contains a number of tasks (predominately short-answer questions and activities). Instructions for completing these tasks are given throughout the handout. Please write your responses to these tasks on this handout. If you would like additional space to write your responses, you may write responses on a separate piece of paper and attach to this handout. Where possible, you should write your answers in your own words.  

When completing this assessment, make sure you refer to the Marking Schedule provided so as to ensure that you meet all criteria to achieve this assessment.

Wātaka Whakahoki Maaka (Marking Schedule)

Learning Outcome 1: Demonstrate an understanding of the New Zealand property market and of the basic features of property as an investment strategy
This learning outcome relates to Part One of the assessment.

	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1
	For Task One, three trends / features of the New Zealand property market are correctly identified and clearly and accurately explained. The response is written in comprehensible sentences.
	

	2
	For Task Two, the term ‘equity’ is clearly and accurately defined in at least one comprehensible sentence. 
	

	3
	For Task Two, a correct example of the meaning of equity is given, in relation to property ownership. This is written in at least one comprehensible sentence. 
	

	4
	For Task Two, two ways in which equity in a property can increase are correctly identified.
	

	5
	For Task Two, three types of commercial investment are correctly identified. In addition, a feature of each of these types of commercial investment is correctly identified.
	

	6
	For Task Three, eight of the ten statements are correctly classified as relating to either residential property investment or commercial property investment. 
	

	7*
	For Task Four, the net yields are correctly calculated for Property A and Property B.
	

	8
	For Task Four, two factors that may affect the final returns on investment (other than the yield) are correctly identified.
	


* indicates a compulsory item. This item MUST be achieved in order to achieve the learning outcome. 

To achieve this learning outcome, tauira must fulfil Item 7 PLUS at least 5 of the remaining 7 requirements outlined above.

Otinga (Result)

Learning Outcome 1:






Achieved/YTA

Demonstrate an understanding of the New Zealand property market and of the basic features of property as an investment strategy
Learning Outcome 4: Demonstrate an understanding of using leverage to purchase property
This learning outcome relates to Part Two of the assessment.
	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1*
	For Task Five, the tauira has correctly explained how multiple properties can be purchased using leverage. This explanation is written in comprehensible sentences. 
	

	2*
	The explanation for Task Five is correctly supported by calculations. All calculations and figures used accurately reflect the values of the properties shown in the assessment handout, the period over which the properties are to be purchased, and the assumption that up to 80% of the value of these properties may be borrowed.   
	

	3
	For Question 4 in Task Six, a factor which may restrict an investor from using leverage to build their wealth is correctly identified and explained. The explanation is written in at least one comprehensible sentence. 
	

	4
	For Question 5 in Task Six, the impact of leveraging on the rate of return on an investment is correctly identified. The response for the entire question is written in comprehensible sentences.  
	

	5
	For Question 5 in Task Six, example calculations are provided which correctly demonstrate the way in which returns on investment may vary depending on whether leveraging is used.  
	


* indicates a compulsory item. These items MUST be achieved in order to achieve the learning outcome. 

To achieve this learning outcome, tauira must fulfil Items 1 and 2 PLUS at least 1 of the remaining 3 requirements outlined above.

Otinga (Result)

Learning Outcome 4:






Achieved/YTA

Demonstrate an understanding of using leverage to purchase property
Learning Outcome 5: Demonstrate an understanding of key considerations in, and components of, the process of purchasing investment properties 
This learning outcome relates to Part Three of the assessment.
	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1
	For Task Seven, relevant factors have been identified, and written in a comprehensible sentence, for at least eight of the items listed.
	

	2
	For Task Eight, a correct reason as to why the given statement is inaccurate is provided. A relevant and accurate example is given to support this reason. The explanation is given in comprehensible sentences. 
	

	3
	Question 6 in Task Nine is correctly answered. The response is given in at least one comprehensible sentence.
	

	4
	All three statements shown in Question 7 in Task Nine are correctly identified as being either true or false.
	

	5
	Question 8 in Task Nine is correctly answered in at least one comprehensible sentence. 
	

	6
	Question 9 in Task Nine is correctly answered in at least one comprehensible sentence.
	

	7
	Three relevant and accurate tips are given for Question 10 in Task Nine.
	


To achieve this learning outcome, tauira must fulfil at least 5 of the 7 requirements outlined above.

Otinga (Result)

Learning Outcome 5:






Achieved/YTA

Demonstrate an understanding of key considerations in, and components of, the process of purchasing investment properties
Learning Outcome 6: Demonstrate an understanding of key issues involved with maintaining and selling investment properties
This learning outcome relates to Part Four of the assessment.
	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1
	Question 11 in Task Ten is correctly answered in at least one comprehensible sentence. 
	

	2
	For Question 12, two relevant factors are identified. Accurate explanations, written in comprehensible sentences, are given for each factor.
	

	3
	Question 13 in Task Ten is correctly answered. Advantages are written in comprehensible sentences. 
	

	4
	Question 14 in Task Ten is correctly answered. Advantages are written in comprehensible sentences.
	

	5
	Question 15 of Task Ten is correctly answered. 
	

	6
	For Task Eleven, at least five tenant obligations are correctly identified as being either True or False. 
	

	7
	For Task Eleven, at least seven landlord obligations are correctly identified as being either True or False.
	

	8
	For Task Twelve, at least four steps are correctly identified. It is not compulsory to identify steps in the order that they are usually followed. For each of these four steps, at least one relevant tip is identified and written in a comprehensible sentence.
	

	9
	For Question 16 in Task Thirteen, at least four costs are correctly identified.
	

	10
	Question 17 in Task Thirteen is correctly answered.
	

	11
	Question 18 in Task Thirteen is correctly answered. 
	


To achieve this learning outcome, tauira must fulfil at least 8 of the 11 requirements outlined above.

Otinga (Result)

Learning Outcome 6:






Achieved/YTA

Demonstrate an understanding of key issues involved with maintaining and selling investment properties
Literacy and Numeracy Learning Outcomes

If you have achieved all four core learning outcomes, you will have also achieved the four literacy learning outcomes for this assessment. 

If you have achieved Learning Outcomes 1 and 4, you will have also achieved the two numeracy learning outcomes for this assessment.

Part One
Aromatawai Hua Akomanga (Learning Outcome Assessed)
· Learning Outcome 1: Demonstrate an understanding of the New Zealand property market and of the basic features of property as an investment strategy
Tohutohu (Instructions)
Task One
Identify and explain at least three trends / features in the New Zealand property market over the past 50 years. 
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Task Two
Answer the following questions: 

1. What is ‘equity’? Give an example of equity in relation to property ownership.

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
2. What are two ways in which equity in a property can increase?

· _____________________________________________________________________________________________________________________________

· _____________________________________________________________________________________________________________________________

3. What are three types of commercial investment? Identify a feature of each of these types of investment:

· Type of investment: ______________________________________________

Feature: _______________________________________________________

· Type of investment: ______________________________________________

Feature: _______________________________________________________

· Type of investment: ______________________________________________

Feature: _______________________________________________________

Task Three
Complete the table below by identifying: 
· which five statements relate to residential property investment, and 
· which five statements relate to commercial property investment. 
(Place a ‘tick’ in the relevant column)
	Statement
	Residential
	Commercial

	Tenants are more likely to change frequently
	
	

	The maximum you can borrow for this type of investment is usually only 60% - 70% of the value
	
	

	Demand by tenants is strongly affected by economic conditions
	
	

	Usually easier to find a tenant
	
	

	The amount of money required to participate in this type of investment is usually lower
	
	

	Interest rates are usually higher
	
	

	The landlord pays costs and repairs
	
	

	It is reasonably common for investors to be able to borrow 80% of the value of the investment 
	
	

	The financial returns on this type of investment are usually higher
	
	

	The tenant usually has more freedom to conduct renovations  
	
	


Task Four
Complete the table below to calculate the net yields for Property A and Property B and then answer the question that follows.
	
	Property A
	Property B

	Value of Property
	$260,000
	$160,000

	Gross Annual Rent
	$13,520
	$9,880

	
	
	

	Annual Expenses
	
	

	· Rates
	$1,850
	$1,600

	· Repairs & Maintenance
	$400
	$400

	· Insurance
	$730
	$700

	· Management Fees
	$680
	$500

	· Two Weeks’ Vacancy
	$520
	$380

	Total Annual Expenses
	$4,180
	$3,580

	
	
	

	Total Annual Rent less Total Annual Expenses
	$9,340
	$6,300

	
	
	

	Net Yield (before tax)
	
	


Question: What are two other factors (in addition to the yield) that may affect the final returns on investment for Property A and Property B? Hint: Refer to Section 4.1.1.2 of the Module. 
· Factor 1: 
_________________________________________________________

_________________________________________________________

· Factor 2: 
_________________________________________________________

_________________________________________________________

Part Two
Aromatawai Hua Akomanga (Learning Outcome Assessed)
· Learning Outcome 4: Demonstrate an understanding of using leverage to purchase property
Tohutohu (Instructions)
Task Five
Use the following information to write an example of how someone could use leverage to purchase three properties over time. 

Key points:

· This person has $60,000 to go towards a deposit on a house.

· They want to buy the properties within 10 years. 

· Their bank will let them borrow up to 80% of the value of each property. 

· They wish to purchase the following properties:

· Property 1: Valued at $300,000

· Property 2: Valued at $240,000

· Property 3: Valued at $350,000

When writing your example, you are required to refer to specific amounts. 
IMPORTANT: You are to make your own assumptions. For example, what do you assume the values of Property 1 and Property 2 to be when Property 3 is purchased? 
You can assume anything you want. For example, when the person buys Property 2, you could assume that:  
· property prices have only slightly increased, or

· property prices have increased by a lot, and

· the person has paid nothing off their mortgage, or

· they have paid (for instance) $20,000 off their mortgage. 
Refer to the example of Steve and Tiari given in Section 4.2.3 of your Module for guidance. 
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Task Six
Answer the following questions about leverage:
4. If an investor has already used leverage to purchase several properties and they are currently still paying the mortgages on these properties:  
What may stop this investor from continuing to use leverage to buy properties? Explain your response.
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

5. What impact does leveraging have on the rate of return on your investment? 
Support your response by giving an example in which you calculate the rate of return in two different scenarios – one in which leveraging is used, the other in which it is not used.    
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Part Three
Aromatawai Hua Akomanga (Learning Outcome Assessed)
· Learning Outcome 5: Demonstrate an understanding of key considerations in, and components of, the process of purchasing investment properties
Tohutohu (Instructions)
Task Seven
Before purchasing an investment property, you should do a careful inspection of the condition of that property. 
For each of the 10 factors listed below, identify at least one factor that you should make note of during an inspection. An example of how to complete this task is given for you:

Example: Flooring – check under furniture for stains or worn patches in the carpet.
· Water:
_________________________________________________________

__________________________________________________________________________________________________________________

· Toilet:
_________________________________________________________

__________________________________________________________________________________________________________________

· Walls and ceilings:
______________________________________________

__________________________________________________________________________________________________________________

· Doors and windows:
______________________________________________

__________________________________________________________________________________________________________________

· Boundaries:
____________________________________________________

__________________________________________________________________________________________________________________

· Drainage:
_________________________________________________________

__________________________________________________________________________________________________________________

· Security:
_________________________________________________________

__________________________________________________________________________________________________________________

· Power:
_________________________________________________________

__________________________________________________________________________________________________________________

· Underneath the Building:
_________________________________________

__________________________________________________________________________________________________________________

· Bathrooms:
____________________________________________________

__________________________________________________________________________________________________________________

Task Eight
The statement below is not correct. Explain why.
Statement: “If you are buying a property for investment purposes, it is always best to get an interest-only loan.”
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Task Nine
Answer the following questions / complete the following tasks relating to methods of purchasing a property.

6. What is the main disadvantage of buying a property via a tender as opposed to buying at an auction?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

7. Identify whether each of the statements below, relating to purchasing a property via a tender process, are true or false.
· There is no reserve price





True / False
· You cannot put conditions into your tender offer

True / False

· The final price paid by the buyer is communicated to
everyone who submitted a tender offer 



True / False

8. Some properties are advertised for sale with the price being ‘by negotiation’. Why may it be of benefit to you to make an offer on a property being sold in this way? 
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

9. If you are bidding for a property being sold by auction, when may the auctioneer or the vendor bid against you? 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

10. Assume that someone you know wants to try to purchase a property that is being sold by auction. What are three useful tips you could give that person about the auction process? 

· ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Part Four
Learning Outcome Assessed

· Learning Outcome 6: Demonstrate an understanding of key issues involved with maintaining and selling investment properties
Tohutohu (Instructions)
Task Ten
Answer the following questions relating to property management:

11. When might the Tenancy Tribunal get involved in setting the amount of rent you charge your tenant?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

12. Identify and explain two factors that should be taken into consideration when deciding how much rent to charge for a property.
· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

13. What are two advantages of using a property manager? Note: identify advantages, NOT services provided by a property manager. 
· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

14. What are two advantages of self-managing a property investment?

· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

15. What are four services / tasks that a property manager is likely to provide?

· ______________________________________________________________________________________________________________________________

· ______________________________________________________________________________________________________________________________

· ______________________________________________________________________________________________________________________________

· ______________________________________________________________________________________________________________________________

Task Eleven
Identify whether the statements in the table below, relating to responsibilities of a tenant, are true or false.
	Tenant Obligations
	True
	False

	A tenant must inform the landlord of any damage to the property as soon as possible.
	
	

	A tenant may only sublet without informing the landlord if they get a written guarantee from the sub-lessor that rents will be paid on time.
	
	

	A tenant must allow the landlord reasonable access to the property.
	
	

	A tenant must be present every time a landlord conducts an inspection.
	
	

	A tenant may not make any alterations to the property without the landlord’s permission.
	
	

	A tenant must pay for any intentional or careless damage that they cause.
	
	


Identify whether the statements in the table below, relating to responsibilities of a landlord, are true or false.

	Landlord Obligations
	True
	False

	A landlord must provide a receipt if the tenant pays in cash.
	
	

	A landlord must provide the tenant at least 60 days’ written notice of a rent increase.
	
	

	A landlord must provide the tenant with at least 24 hours’ notice of an inspection.
	
	

	If repairs are required to a property, the landlord may enter the property at any time.
	
	

	The landlord must pay for the rates and the house insurance.
	
	

	The landlord must tell the tenant if they intend to sell the property.
	
	

	The landlord must make sure locks and fastenings on the property are working properly. 
	
	

	The landlord must pay for all electricity and gas used by the tenant.
	
	


Task Twelve
Identify five steps commonly followed in the process of selling a house. For each of these steps, identify one ‘tip’ that you would offer a vendor.
	Step
	Tip

	
	

	
	

	
	

	
	

	
	


Task Thirteen
Answer the following questions / complete the following tasks relating to the financial management and taxation of property investments. 

16. Identify five costs relating to property investment that can be claimed as expenses for tax purposes.
· ______________________________________________________________

· _______________________________________________________________

· ______________________________________________________________

· _______________________________________________________________

· _______________________________________________________________

17. Identify two expenses relating to property investment that CANNOT be claimed as expenses for tax purposes.

· ______________________________________________________________

· _______________________________________________________________

18. In what situation would the profit from selling a house be taxable? That is, if you bought a house and then later sold it for a higher price, in what situation would you have to pay tax on the profit you earned? 
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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