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Preparing to Buy a Home

Renting or Buying:  Whatõs Best for You?

Buying a home is one of the biggest ýnancial decisions most people 
will ever make.  But is it the right decision for you?  Under certain 
circumstances, renting might be the best option ð but it takes some 
careful consideration and research to ýnd out which is the better route 
to take.

To determine if buying a home is the better choice for you, review your 
current housing costs and compare them to the potential costs of being 
a homeowner.  In all likelihood, buying a home is the wiser choice if 
you plan on remaining in the home for at least ýve years and if the 
monthly payments would be similar to your rent each month.  If you 
plan on moving sooner, you are unlikely to recover the closing costs 
that you must pay when you buy a home, so renting would be the better 
option.  

As a homeowner, you can reasonably expect the build equity in your 
home over the years as your mortgage is paid down.  Combined with 
the likelihood that your home will also go up in value, there is a good 
chance that owning your own home will prove to be proýtable.  On the 
other hand, someone who rents for the same amount of time might have 
lower monthly expenses but he or she did not have the opportunity to 
build a ýnancial investment either.
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When comparing the pros and cons of owning to renting, take into 
consideration all of the expenses, including the cost of the home, the 
size of your down payment, utilities, taxes, cost of repairs, insurance 
rates etc. and compare these ýgures with how much you are currently 
spending on rent.  

Itôs a good idea to go online and ýnd a ýnancial calculator ð this handy 
program will let you plug in your wages and your costs to determine 
how much you can reasonably spend on housing each month.  Only 
then will you know for sure if you can really afford to buy ð or if renting 
is your only option.

Advantages and Disadvantages of Renting

If you are a bit of a gypsy and like to move often, renting will be the 
better route to take ð when your lease is up, you can just move again.  
Renting a home requires a smaller amount of ñup frontò cash, usually 
just ýrst and last monthôs rent.  And if any repairs are needed, itôs up to 
the landlord to pay for these.  Your costs will also remain more stable, 
as your rent wonôt increase for the duration of your lease and you are 
not required to pay property taxes.

Renters can expect to pay an amount each month that will increase at 
roughly the rate of inþation, meaning that their housing costs will never 
decrease in real terms.  
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Generally speaking however, renting means a lower ýnancial burden 
with lower monthly costs, which can allow you to invest your extra 
money in other endeavours.  Renting may be a wise choice if you plan 
to move in the near future or if your ýnancial situation isnôt totally secure 
ð if youôve just graduated or youôre recently divorced, renting might be 
your only option for a while.

Although there are good points about renting, the hard truth is that 
no matter what happens, you will never build any equity ð you are 
basically throwing away your money every month and have nothing to 
show for it in the end.  

Advantages and Disadvantages of Buying 

The obvious advantage to buying a home is that the mortgage balance 
decreases over time, allowing you to build equity, even if the value 
of the home doesnôt increase.  Owning a home is a very rewarding 
experience for most people, and brings about a sense of pride.
However, owing a home is a huge responsibility ð you must save a 
substantial down payment ýrst, there are taxes to pay, repairs to do and 
þuctuating interest rates to consider.  

And your monthly income must allow you to maintain a comfortable 
standard of living after paying all of these costs.  Will you be able to 
still afford all your regular expenses, such as food, transportation and 
clothing?  If your mortgage payment and other obligations, such as 
loan payments and other debts, approaches 40% of your gross monthly 
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income, the major Banking institutions say you are still ýnancially 
capable of taking on a mortgage.  

Home ownership isnôt for everyone, so think carefully about the 
advantages and disadvantages before committing to anything.  In the 
end though, most people want the security that only owning a home 
can provide.  If this sounds like you, youôre ready to begin the home-
buying adventure.

Budgeting to Buy a Home

Budgeting is an important part of preparing yourself for the purchase 
of a home.  Although itôs not fun, keeping track of all your income and 
expenditures gives you a true picture of your ýnancial health.  When 
you pay attention to everything you spend money on each week (those 
trips to the coffee shop really add up!) you may be surprised at how 
much you waste on unimportant things.

And sticking to a budget makes it much easier to save for your down 
payment.  Ideally, you want to have 25% to put down, but you can buy 
a home today with a much lower down payment. Keep in mind you will 
need extra cash for up-front costs such as closing fees, an emergency 
reserve, moving costs, and utility hook-ups etc.
Once you have a budget in place, you can begin a regular savings 
routine.  This pattern of savings will help you when it comes time to 
apply for a mortgage, making your application stronger and more likely 
to be approved.  
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Getting into the habit of living by a budget will continue to help you after 
you buy a home as well.  You will be in the habit of saving regularly, and 
this emergency fund will come in handy if and when something needs 
repaired.  Replacing a hot water heater, a furnace or a roof can run 
into the thousands of dollars and if you donôt already have the funds on 
hand, you will be forced to go deeper into debt to pay for the repairs.  

As a homeowner, you will also be responsible for paying your own 
utilities, and without enough money on hand to pay the bills, you risk 
having your services cut off.  Budgeting also helps you differentiate 
between wants and needs and helps you resist putting the next frivolous 
purchase on a credit card.  If you absolutely must buy something, pay 
cash whenever possible to avoid using up your available credit on non-
essentials ð save your credit limit to cover true emergencies instead.

How to Create a Budget

For the next month, write down every expense you have each day.  
Include everything you buy, no matter how inconsequential the item 
may seem.  Carry a small, spiral notebook and keep a pen with you 
at all times to write down each purchase as it happens so you donôt 
forget.  

Next, keep track of all of your large monthly expenses, such as car and 
life insurance premiums.  Figure out how much your average utility bills 
are each month and set that money aside so you have it when itôs time 
to pay the bills.  
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Next, work your savings goal directly into your budget ð if you donôt 
budget for savings, it probably wonôt happen!

Now add up your total monthly savings and expenses, then calculate 
your net (or after-tax) monthly income, including any other money 
you regularly receive, such as the Child Tax Credit or child support 
payments.  

Compare your savings and expenses with your total income.  If you 
donôt like what you see, look for ways to cut back on spending, so you 
have more money available to put into a savings account.  Do you need 
to eat out every week or could you have more meals at home?  Could 
you buy fewer pieces of clothing or visit a second-hand shop instead?  
Remember ð the money you save now brings you that much closer to 
buying your dream home.  Talk about motivation!

Once youôve created a budget and found ways to increase your savings 
each month, you can begin to create a separate ñhomeowners budgetò, 
which is similar to your regular budget but takes into consideration the 
unique costs youôll have as a homeowner.

Talk to your banker and get an estimate on what your mortgage 
payment would be, including the cost of the principal, interest, taxes 
and insurance.  Then ýnd out from your utility companies how much 
their average payment plan costs per month ð based on previous 
monthly costs, you can estimate how much you will need to set aside 
for gas and hydro payments.  
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Next, set aside at least 1% of the homeôs value to cover future 
maintenance expenses for a year and divide by 12 to ýnd the amount 
you need to save each month to cover unexpected repairs.  Donôt 
forget to budget in savings for an extra emergency fund to cover car 
repairs, medical costs etc.  

Saving for a Down Payment

You can buy a house for as little as 5% down, but the larger the down 
payment you can make, the less your mortgage will cost in the long run 
and you will have more money available to cover other costs.  Again, 
itôs a good idea to use an online calculator to ýgure out how much you 
can afford to buy.  Even though the numbers say that you can afford 
a certain amount, itôs never a good idea to max yourself out ð buy a 
slightly cheaper home than the bank says you can afford and have a 
little ýnancial cushion available instead.
Now open a separate bank account just for your down payment and 
make it a habit to pay into this account on a regular basis.  Any extra 
money you ñýndò, either by cutting back or through employment 
bonuses etc., should go directly into this account.  

First-time homebuyers can also withdraw up to $20,000 for their RRSP 
to buy or build a home.  This amount is then treated like a loan and 
must be repaid with ýfteen years, starting in the third year after the 
withdrawal.  
Determining what you can afford to pay for a home is essential ð it 
narrows down what homes you can look at and prevents you from 
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falling in love with a place that you canôt buy after all.  The general rule 
is that your household expenses should not equal more than 40% of 
your total household income, before taxes.  These expenses typically 
include property taxes, heating costs, mortgage payments, as well as 
any existing loans, lines of credit, leases or credit card debt.  

Additional Costs to Remember

While a mortgage is the main expense you will pay in order to buy the 
home, there are several other costs that you should be prepared for.  
Some of these will occur at the beginning your house-buying process, 
while others will take place at closing.  Then there are additional 
costs such as moving fees and decorating costs ð make sure youôve 
budgeted for these as well to prevent getting caught unprepared.  All 
costs are approximate; your actual fee may differ from those listed 
below.

Å Mortgage Application Fee ð $165 
Covers the cost of processing your mortgage application.

Å Appraisal Fee ð $150
Ensures the value of the home matches the amount of the 
mortgage.

Å Home Inspection Cost ð $300
A home inspection evaluates the structural and mechanical condition 
of the property and identiýes problems before you purchase the 
home.
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Å Property Survey Cost ð $1,000
Veriýes the propertyôs boundaries, measurements and structures.  
Identiýes any easements, rights-of-way or encroachments on your 
property or adjacent properties.  In lieu of a survey, you might 
consider buying title insurance.

Å Insurance Costs RE: Low Down Payment Mortgages ð
0.50%-3.75% of the mortgage amount
insures your low down payment mortgage, enabling you to buy with 
as little as 5% down.  This amount varies depending on the size of 
your down payment and can be worked into the mortgage amount.

Å Home insurance ð $450/year
insures the home and its contents.

Å Land Transfer Tax ð $2,000
This tax is collected in some provinces when a property changes 
hands.  The actual amount varies with the purchase price.

Å Interest Adjustment ð $100
Covers any gap between the closing date of the purchase and the 
ýrst payment date of the mortgage.

Å Prepaid Property Tax and Utility Adjustments ð $1,100
Reimburses the person selling the home for any prepaid property 
taxes or utility bills.
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Å Goods and Services and Sales Taxes (if applicable) ð
Variable Amount will depend on the type of property purchased 
ð always ask if sales taxes apply, before you sign an Offer to 
Purchase.

Å Real Estate Agent Fees ð Variable
This might already be included in the purchase price of the home 
ð ask before you sign an Offer to Purchase.

Å Moving Expenses ð $1,000
to hire movers or to rent a truck to move yourself.

Å Service Charges ð $50 each
to hook up utilities, such as electricity, gas, telephone.

Å Immediate Repairs ð Variable
These repairs may have been identiýed in the home inspectorôs 
report and can be added to the amount of the mortgage.

Å Appliances ð Variable
May not be included with the purchase of the home.

Å Decorating ð $800
Covers the cost of any changes you would like to make to the home

These prices are subject to change and may not be correct in your city 
or area.
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Get Pre-Approved for a Mortgage

Before you can start house shopping, visit your bank and get pre-
approved for a mortgage.  Getting pre-approved locks in your interest 
rate for a set period of time (usually 30 days), so if you ýnd a place 
you love you can buy it at the interest rate listed on your pre-approval 
certiýcate. 

Being pre-approved before you start house hunting gives you 
guidelines to follow ð it basically tells you how much you can spend.  
That way, you are only looking at houses in your approved price range, 
saving you the heartache of falling in love with a house but ýnding out 
you canôt afford it after all.
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The House-Hunting Process

How to Choose a Real Estate Agent

Now that you know how much youôre able to spend on a home, itôs time 
to roll up your sleeves and get busy.  Finding a real estate agent to 
help you can be fairly simple ð start by asking friends and family or co-
workers who they have used.  Referrals are a big part of any real estate 
agentôs business, so be sure to tell your agent who recommended him 
or her to you.  

If you donôt have any contacts in the city where you wish to purchase, 
you can also check out the local real estate publications and get some 
names of busy real estate agents that way.  

Meet with a potential agent face-to-face and discuss your needs.           
A good agent will sit down with you and learn all about your family, your 
interests and your goals.  In short, your real estate agent is a sort of 
combination personal advisor, consultant and negotiator.  

First off, the agent will need to know the basics ð how many bedrooms 
you want, what sort of heating system you prefer, the desired 
neighbourhood, whether you want a bungalow or multi-storey etc.  With 
this information in hand, he or she can search through the Multiple 
Listing Service (MLS) postings and narrow down the possibilities for 
you.  That way, when the agent suggests a certain property, you have a 
good chance that it will be close to what youôre looking for.  
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You will also need to discuss fees.  Generally speaking, a typical 
real estate agent collects a 6% commission on the purchase price of 
home, Some agents offer a lower percentage to repeat customers or 
even a þat fee ð it pays to do some research before signing a formal 
agreement, as this can potentially save you thousands of dollars.

Your real estate agent will guide you through the entire home-buying 
process, from showing you homes that match your ideal to negotiating 
on your behalf and closing the deal.

Hunting for the Perfect House

Buying a home can be an emotional decision but knowing exactly what 
you want and need before you start looking at houses can simplify 
the whole process.  As you begin, think about your immediate needs, 
such as ýnding a house in a particular area of town, and then add in 
your future needs ð will you be having children?  If so, make sure the 
houses you look through will ýt a growing family.  Donôt forget to look at 
the property as a whole, the quality of the neighbourhood schools, the 
size of the lot and the surrounding homes.  Does this house offer the 
things that are most important to you?

In the end, you will need to strike a balance between your wishes and 
the reality of the house, such as its location or the number of square 
feet it offers.  Although you might be tempted to buy the darling cottage 
with the view of the lake, if you know deep down that it wonôt be big 
enough in the long run, youôll need to do the practical thing and keep 
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on looking.  Donôt despair though ð your real estate agent will help you 
ýnd just the right place to match both your wants and your needs.

Understanding Market Conditions

The real estate market changes all of the time and market conditions 
can affect you as youôre looking for the perfect home.  Because of this, 
you need to know a little about these market conditions and use them 
to your best advantage.

Buyerõs Market

This is the ideal situation for you.  In a buyerôs market, the supply 
of home on the market is greater than the demand.  This is good 
news, since it gives you a high number of homes to consider and less 
competition in bidding.  In a buyerôs market, the average home will take 
longer to sell and in many instances, prices tend to drop.  This gives 
you more time to look for just the right home to suit your needs and 
gives you more negotiating leverage.

Sellerõs Market

In a sellerôs market, the number of buyers looking for homes is greater 
than the supply of houses on the market.  There is a smaller inventory 
of houses to choose from and many competing buyers. Homes sell 
quickly in a sellerôs market and prices often go up because the seller 
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can get more ð the old law of supply and demand.  As a buyer, you 
may have to end up paying more than you had originally planned to 
get the house you want.  You may also have to make a quick decision 
about a house, because it might be sold if you take too much time.  If 
you need to make a conditional offer (i.e. the purchase of the house is 
conditional on the sale of your existing place), this offer may be rejected 
and the house sold to another buyer without conditions.

Should You Have a Home Inspection?

Your home will probably be the most important ð and most expensive 
ð purchase you will ever make.  It makes sense then to take your time 
and really make sure your new home will be everything you expect it to 
be ð unfortunately, thereôs no ñmoney-back guaranteeò when you buy 
a house.  Once you buy a house, itôs up to you to maintain it, repair it 
and make the best of it.  Thatôs why itôs so important to know as much 
as possible about a house before you make the commitment to buy it.

The best way to ýnd out about a homeôs true condition is to hire a 
professional home inspector.  A properly trained home inspector will go 
through the entire property and perform an in-depth visual inspection 
of the house and all of its systems: rooýng, heating, cooling, plumbing 
and electrical.  An inspector will determine what areas arenôt functioning 
properly, as well as what systems are unsafe or need to be repaired or 
replaced.
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A typical home inspection takes about three hours to complete and 
costs under $500.  After the inspection is ýnished, you will be presented 
with a thorough written report that outlines the details of the inspection, 
although itôs recommended that you be present during the inspection 
to see things ýrst hand.  

Whatõs Involved with a Home Inspection?

Your home inspector will give a visual inspection of the entire home, 
including rooýng, þashing, chimneys, gutter, wall surfaces, foundation 
and the surrounding grading.  For safety and insurance purposes, the 
home inspector doesnôt have to climb onto the roof to examine it but 
should make all efforts to visually inspect it from the ground.  

If the inspector ýnds problems with the house, they may recommend 
that you get a further inspection on the area completed by a qualiýed 
plumber, roofer etc.  

The home inspector will also check the electrical, heating, air 
conditioning, ventilation, plumbing, insulation, þooring, ceiling, windows 
and doors.  Some home inspectors are also Wood Energy Technology 
Training (WETT) certiýed, meaning they are qualiýed to inspect a 
wood-burning appliance ð if your potential new home has a wood-
burning ýreplace or wood stove, check ýrst to make sure the inspector 
is qualiýed to inspect it for you.
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A proper home inspection doesnôt include appraisals for repair costs 
or exact quotes for repairs ð and it doesnôt point out building code 
infractions.  Under their professional code of ethics, a home inspector 
is not allowed to be associated with any construction or house related 
trade.  While they may give you a personal opinion based on their 
past experience, an inspector cannot suggest you use a particular 
company to do any necessary repairs ð get quotes on your own from 
qualiýed contractors.  And remember ð a home inspection is intended 
to help you make an informed decision; it should not be mistaken for a 
warranty on the house.

Selecting a Home Inspector

Currently, there are no uniform certiýcation programs to take or special 
requirements to perform to become a home inspector ð anyone 
can say that they are a home inspector, without having any special 
qualiýcations.  

The recently formed Canadian Association of Home and Property 
Inspectors (CAHPI) is currently working towards the implementation of 
national accreditation and certiýcation standards for the industry, which 
should be in place by 2005.  Once these standards are set, Canadian 
consumers will have a recognizable private home inspection industry 
to provide them with reliable advice.

In the meantime, reputable home and property inspectors usually 
belong to a provincial or regional industry association, which has set 
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standards of practice to follow.  In some cases these standards are 
recognized by provincial governments, but standards can vary from 
province to province.  To become a member of these associations, an 
inspector must meet the professional and educational requirements of 
a particular association and they are usually required to have errors or 
omissions insurance.

There are several ways too ýnd a trustworthy home inspector.  Begin 
by checking with any area association websites near you, research 
home construction trade magazines or the go through the yellow 
pages.  You can also ask friends and family who they have used in the 
past.  Because of certain provincial regulations, your real estate agent 
may not be able to give you any particular recommendations (i.e. they 
canôt refer all of their clients to the same inspector over and over again) 
but they should be able to give you a list of possible home inspectors 
to consider.  

When you have a list of potential home inspectors in hand, call them 
up and ask them some questions.  Be sure to ýnd out how long the 
inspector has been in business, as a more experienced inspector will 
be more apt to detect less obvious problems that a ñless-seasonedô 
inspector might miss.

Look for an inspector who belongs to a provincial association and 
ýnd out if they have taken any training to formally learn about the 
business.  Although anyone can join a home inspection association, 
many associations have different levels of membership ð make sure 



FINDING THE PERFECT HOME: A BUYER’S  GUIDE 19

É 2004 WebTechDezine Inc.

the person you select is a full member and that they have completed 
whatever certiýcation process is required by that association.

As an extra precaution, you may wish to get references.  Any qualiýed 
home inspector will be happy to provide you with the names of some of 
their past clients.  When you call these references, be sure to ask them 
if they were satisýed with the service they received and if they would 
recommend this person to others.

Your home inspector should give you a detailed written report reviewing 
every major aspect of the house within 24 hours of the inspection.  
Areas to be inspected should include the following:

Exterior Components:

Å Rooýng

Å Flashing

Å Chimneys

Å Gutters

Å Downspouts

Å Wall surfaces

Å Foundation

Å Surrounding grading

Interior Components:

Å Electrical

Å Plumbing

Å Heating

Å Air conditioning

Å Ventilation

Å Insulation

Å Flooring

Å Ceiling and wall ýnishes

Å Windows and doors
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Getting Financing

Applying for a Mortgage

If you are satisýed with your home inspection and want to proceed, 
itôs time to apply for a mortgage.  When you meet with your lender, 
you will be asked to ýll out a loan application.  This application shows 
information about the type of mortgage loan you wish to receive, as 
well as details about your personal ýnancial situation.  To ýll out the 
application, you will need to give the lender the following information:

Å Income, including overtime and bonuses, if applicable

Å Debts

Å Employment history

Å The source of your down payment and closing costs

Å Current rent

Å Bank account information (account numbers and balances)

Å Bankruptcy history, if any

Å Any legal actions youôre involved in
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Å Citizenship status

Å Alimony or child support payments

Å History of foreclosure

Å Value of investments, such as stocks and bonds

Å Value of whole life insurance policies

Å Value of owned automobile

Å Value of any other major assets (boats, cottage etc.)

Do You Qualify for a Mortgage?

When considering a mortgage application, lenders look at ýve factors:

Å Income

Å Debts

Å Employment History

Å Credit History

Å The Value of the Property
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If you understand how a lender thinks, you will be able to see the 
strengths and weaknesses of your own application.  To be considered 
a strong prospect, your application must have the following features:

Å Housing expense ratio no greater than 32% ð the lower the ratio, the 
better.

Å A secure, steady income ð at the same job for two years or longer.

Å Debt-to-income ratio no greater than 40% ð the lower the ratio, the 
better.

Å Good credit rating ð bills have been paid on time.

Å The house is worth what the buyer is paying.

Income

When applying for a loan, the lender will look at your gross income 
ð all your pre-tax income, including overtime, commissions, bonuses 
and any other sources.  For the strongest application, you must be able 
to show a secure history of these extra sources of income, for example, 
wages from a long-term part time job that youôve had for at least two 
years.

The lender will also consider how much of your total income will be 
needed for housing costs.  This helps the lender determine if you can 
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really afford to buy a home.  If your house payment will consume the 
main chunk of your income, youôre more likely to have trouble making 
your payments because of other ýnancial obligations, such as car 
expenses, groceries, etc.  But if your mortgage payment represents 
only a small amount of your total income, this is encouraging and 
means you can actually afford the house.

The lender will also compare your current housing costs to the proposed 
costs of buying a home.  The smaller the difference you will need to pay 
each month, the stronger your application appears.

Debts

Your lender will also look at your debts, which include your proposed 
house payment, as well as payments for any loans, credit cards, car 
leases or child support that you must pay each month.  

Employment History

A history of steady income is also an important factor that lenders 
consider.  Mortgage lenders are more apt to lend to people who have 
worked at one place continuously for several years or have stayed in 
the same ýeld.   But donôt worry ð you can still receive a mortgage 
if youôve changed jobs recently as long as you donôt have any 
unemployment gaps during the past two years.
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Before your mortgage application can proceed, the lender will need to 
verify your place of employment and will usually ask your employer to 
sign a statement showing how long youôve worked there and how much 
your income is.  If youôre self-employed or youôve worked at a place for 
less than two years, you may be asked to submit further information, 
such as federal income tax statements, to verify your income.

Credit History

To qualify for a mortgage, itôs essential to have a good credit rating.  
Besides looking at your debt and income, a mortgage lender will also 
need to see your credit report, which details your payment history and 
shows exactly how well youôve paid your past obligations.  Itôs a good 
idea to get a copy of your credit report before you apply for a mortgage, 
so you can verify its accuracy or correct any errors before applying for 
a loan to buy a house.

The Value of the Property

Before granting youôre a mortgage loan, the lender will want to verify 
that the house in question is actually worth the amount that you have 
applied for ð the amount of the mortgage will be based on the value of 
the property.  The propertyôs value is the lenderôs best guarantee that 
they will be able to get back the money they have lent you, should you 
default on your mortgage payments.  The lender has the right to sell the 
house if you stop making payments (foreclosure) and the lender must 
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know that they can make back the value of the foreclosed mortgage 
by selling the property at a price equal to the amount of the mortgage 
loan.

Understanding Your Credit History

Credit can be a blessing when used properly or a curse if your debt 
load becomes too great of a burden.  In order to qualify for a mortgage 
loan, your credit rating must show that you have faithfully paid your 
debts, as expected.  When you apply for a mortgage, the lender will 
look at your credit report to see if you have been paying your debts on 
time.  By law, you are allowed to see your credit report, so get a copy 
from a credit bureau.  This report will give you an overall history of your 
credit payments, including your current debts.  

Tips to Improve Your Credit Report

Å Pay down existing debts and make sure bills are paid on time, 
especially minimum payments on credit cards.

Å Postpone major purchases until you can save the money needed 
instead of creating more debt.

Å Use credit carefully ð establish a track record of timely payments to 
improve your credit rating.
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Å Donôt skip bills to make other payments ð missed payments appear 
on your credit report.

Å Donôt default on payments ð delinquent payments, collection items 
and court judgments stay on your credit report for six years, even if 
you pay them at a later date.

Making an Offer to Purchase

As youôre looking for the ideal home, your real estate agent will show 
you many homes in your price range.  This house hunting process can 
go very quickly, if you ýnd the house of your dreams right away, or it 
may take several weeks to ýnd just the right ýt.  Either way, your agent 
is ready and willing to help you make the right choice, no matter how 
long it takes.

When you do have a certain home in mind, your next step is to make a 
formal Offer to Purchase.  Your real estate agent will present this offer 
to the owners of the home and their agent ð the owner can then accept 
your offer, make changes to the offer and present you with a counter-
offer or reject your offer outright.

If the house has been on the market for an extended period of time, the 
seller may be very motivated to close the deal ð you may decide to 
make an initial offer that is lower than what you would actually be willing 
to pay as a way to begin the bargaining process.  If youôre lucky, the 
seller will accept your offer at this lower price.  More likely however, you 
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will receive a counter-offer and you will continue to go back and forth 
until one side either agrees to one of the offers or decides to quit.

The Offer to Purchase is a legally binding agreement between you and 
the person selling the house.  You may want to have your real estate 
lawyer review the offer with you ýrst before it is presented to the seller 
ð if you decide to cancel an offer after the seller accepts it, you could 
lose your deposit money and the seller could sue you for damages.  If 
the seller does not accept your offer, your deposit will be returned.  Your 
offer will indicate in detail:

Å Your name

Å The sellerôs name

Å The address and legal description of the house and property

Å The price you are willing to pay, which may differ from the asking 
price

Å The amount of your cash deposit, which shows your good faith.  This 
deposit is usually no more than 3-5% of the purchasing price and will 
be applied against the purchase of the home when the sale closes.  

Å Your mortgage ýnancing particulars
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Å The closing date, which is generally the day the title of the property, 
is legally transferred and the transaction of funds is ýnalized.  This is 
generally 30-90 days after the date of the offer.

Å Terms and conditions (if any) that must be met as part of the purchase, 
such as ñsubject to home inspectionò etc.

Å Inclusions or exclusions, such as appliances or decorative items, i.e. 
window coverings or certain ýxtures.

Å The time limit for meeting these conditions

Your offer can either be ýrm or conditional.  Sellers usually prefer 
to receive a Firm Offer to Purchase because it shows that you are 
prepared to buy the house without any conditions.  If the offer is 
accepted, the place is yours.  

A Conditional Offer to Purchase means that you have place one or 
more ñconditionsò on the purchase, such as ñsubject to ýnancingò or 
ñsubject to the sale of buyerôs existing homeò.  The home is not sold 
until all of the conditions are met. 

The Deposit

Your deposit shows your ýrm intention to purchase the property ð itôs 
your show of good faith which will be applied against the purchase of 
the home.  Deposits are usually no more than 3-5% of the purchase 
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price, but a larger deposit will show the seller that youôre serious and 
committed to buying.  You may wish to stipulate that some interest 
be paid on the amount of your deposit from the time of your Offer to 
Purchase to the actual closing date.
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Final Steps

When Your Offer is Accepted

Congratulations, youôre almost ýnished!  Now youôre on the last legs of 
the home buying process ð ýnalizing the details of your mortgage and 
closing the purchase of your soon-to-be new home.

If your offer has been accepted, you will need to have a meeting 
with your lender to discuss the deal.  Bring along your pre-approved 
mortgage certiýcate, if you have one, as well as a copy of the real 
estate listing, a copy of the accepted Offer to Purchase, proof of 
employment/income and the details about your down payment.

Finishing your Mortgage Application

Your lender will need to verify the value of the property you wish to 
buy, as well as your ýnancial situation and credit history.  If your down 
payment will be less than 25% of the purchase price, you will need to 
qualify for a low down payment mortgage ð which means you have to 
pay an insurance premium.  

This insurance premium can be paid in full immediately or added to 
the life of the mortgage.  Low down payment mortgages are insured by 
either the Canada Mortgage and Housing Corporation (CMHC) or GE 
Capital Mortgage Insurance Company (GEMICO).  The amount of the 
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fee will depend on the amount you are borrowing and the percentage 
of your own down payment, but these fees typically range from 1.00% 
to 3.25% of the principal amount of your mortgage.

Closing Day

The typical closing process takes a few days to complete, so be patient.  
Arrange a meeting with your real estate lawyer before the closing date 
to review and sign any documents relating to the mortgage.  Donôt 
forget to bring along a certiýed cheque to cover the closing costs and 
any other fees that might still need to be paid.  You should receive the 
keys to the house at this time.

When all of the paperwork is complete, your mortgage and the deed 
for the property will be recorded in the land registry ofýce; when thatôs 
done, you are ofýcially the owner of the house.  Congratulations and 
welcome home!


