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Directions:  Complete all parts of the problem below.  You may use a calculator, but you need 
to show the steps that you took to solve the problem and what you plugged into the calculator 
to get your answer.  Circle the answer to each part of the problem and don’t forget your labels! 
 
A couple plans to buy a new house and get a loan from the bank.  The value of the house the 
couple decided to buy was determined by the bank to be $309,000 (this is called an appraisal).  
The couple is only able to put down a 10% down payment on the house.  If anyone places a 
down payment on a house that is less than 20%, then they are required to pay Privatized 
Mortgage Insurance (PMI).  PMI is an extra fee, payed as part of your mortgage, until 20% of the 
loan has been paid off (meaning that there would be 80% balance remaining).    
 

a. How much was the down payment on the house? 
 
 
 
 
 

b. What is the remaining balance needed in the couple’s account to remove PMI? 
 
 
 
 
 

c. After three years, the balance in the couple’s account is $260,616.  How much more 
money needs to be put in the account before they can remove PMI? 

 
 
 
 
 

d. Another way of removing PMI is to get a new appraisal on the house to see if it is worth 
more now than when it was originally purchased.  The extra money that the house is 
worth counts towards money the couple has payed.  The current balance, $260,616, 
would have to be 80% of the new appraisal value for the couple to get rid of their PMI.  If 
they have reached their goal and $260,616 is 80% of the new appraisal, how much 
money was the house appraised for? 

 
 

 


