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THIS COURSE MEETS FOR A MINIMUM OF 32 CLASS OR CONTACT HOURS.

II.
PREREQUISITE: 


RES 131 or RES 140 or Associate Appraiser’s License or consent of department coordinator.

III. COURSE DESCRIPTION: 

Course introduces methods and techniques of capitalization applied to income producing properties. Content includes gross and net operating incomes, expenses, debt service, direct capitalization, financial function tables, lease analysis, cash flows, discounting, evaluation and applications. Use of financial calculator required.  MANDATORY course for Illinois certified real estate general appraiser applicants.  (DBRE course IL V) 
IV.
LEARNING OBJECTIVES:
1. To be thoroughly familiar and confident in the capitalization method of appraising real estate properties;

2. To understand the difference between gross and net operating incomes and the items responsible for the differences;

3. To comprehend the various cash flow analysis methods;

4. To be able to evaluate different lease interests as to their cash or market value;

5. To be aware of a lenders perspective in financing real estate;

6. To understand discounting and discounted cash flow analysis;

7. To be able to use other measures of investment analysis besides capitalization;

8. To have a working knowledge of a financial calculator.

V. ACADEMIC INTEGRITY:

Students and employees at Oakton Community College are required to demonstrate academic integrity and follow Oakton’s Code of Academic Conduct. This code prohibits: 

· cheating, 

· plagiarism (turning in work not written by you, or lacking proper citation), 

· falsification and fabrication (lying or distorting the truth), 

· helping others to cheat, 

· unauthorized changes on official documents, 

· pretending to be someone else or having someone else pretend to be you, 

· making or accepting bribes, special favors, or threats, and 

· any other behavior that violates academic integrity. 

There are serious consequences to violations of the academic integrity policy. Oakton’s policies and procedures provide students a fair hearing if a complaint is made against you.  If you are found to have violated the policy, the minimum penalty is failure on the assignment and, a disciplinary record will be established and kept on file in the office of the Vice President for Student Affairs for a period of 3 years. 

Details of the Code of Academic Conduct can be found in the Student Handbook.
VI.
OUTLINE OF TOPICS: 

1. Introduction, course requirements, gross operating income, vacancy, collection losses, operating expenses, reserves, NOI;

2. Debt service, various cash flows, yield capitalizations, finance mathematics, financial function tables & financial calculator(s);

3. Lease interests & analysis, ratios, multipliers, residual techniques;

4. Mid-term exam and review;

5. Financing, lender’s perspective, debt coverage;

6. Cash equivalency, equity, problem solving;

7. Reversion, discounting, applications;

8. Additional measures of investment analysis, course review;

9. Final examination on above subject matter, multiple choice questions.

VII. METHODS OF INSTRUCTION: 

Lectures will be supplemented with handouts.  Overhead transparencies are used.  Discussion of case studies will occur and textbook reading assignments are required.  Class discussion and questions are encouraged.  Students are expected to answer all questions at the end of each assigned text chapter.  

VIII. COURSE PRACTICES REQUIRED: 

Students should have a comprehensive reading level of the English language expected of a high school graduate.  Simple arithmetic skills are assumed.  Although class participation is expected, oral presentations are not required.  Good study habits and retention abilities prove very helpful.

IX. INSTRUCTIONAL MATERIALS: 

Required Text:  Principles of Capitalization (latest edition), J. D. Vernor, S. F. Crowell, Appraisal Institute, Chicago.

An HP12C or similar financial calculator is required

X. METHODS OF EVALUATING STUDENT PROGRESS: 

There will be two exams, a midterm and a final.  Exams will be of the multiple choice answer type, similar in structure to the Illinois licensing exams.  Attendance is required (roll will be taken) as demanded by the Illinois Department of Financial and Professional Regulation for those students expecting to take state licensing exams.  The final grade will be primarily determined by averaging the scores of the two exams.

XI.
OTHER COURSE INFORMATION:

1. Attendance will be taken daily.

2. Cheating will not be tolerated (refer to college catalog).

3. Make-up exams will not be of the same type as the missed exam.

4. Incomplete grades, as well as all grades, will be issued according to school policy (refer to college catalog).

5. Reference books and video tapes are available at both campuses, as supplementary materials, from the library and audio-visual departments. 

6. Uniform Real Estate Transcripts, which indicate successful completion of this course and are required for licensing examination, will be mailed ten days after the end of the course to the student at the address recorded at the time of registration.  Students should plan their licensing exam dates accordingly.

7. If you have a documented learning, psychological, or physical disability you may be entitled to reasonable academic accommodations or services.  To request accommodations or services, contact the ASSIST office in Instructional Support Services.  All students are expected to fulfill essential course requirements.  The College will not waive any essential skill or requirement of a course or degree program.
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