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A MANUAL FOR HOMEOWNERS

DECIDING TO BUY A HOME (OR AT LEAST THIS

BOOK)

If you’ve picked up this book and you don’t already own a

home, you’re probably thinking about buying one. But

buying a home can take a long time and you’ve got the itch

to buy something right away. So now you’re thinking about

buying this book. We want to encourage you to do that. You

may think that we are acting only out of self interest, but in

fact we’re doing you a tremendous service. After all, if

you’re going to buy something on impulse, it’s better to buy

a book about buying a home than it is to buy a home.

Actually, even a lot of people who put a great deal of time

and effort into finding a home might as well be buying on

impulse, for all they really know about buying, owning and

eventually selling a home.



That’s where this book comes in. You wouldn’t buy a car

without researching the available models, their features and

price, and you wouldn’t drive the car without first having a

look at the owner’s manual. A car only costs a fraction of

what a home costs, yet the kind of information that you can

easily get about cars is difficult, or even impossible, to get

about homes. We think that you should have access to at

least as much information about your home as about your

car.

ONCE YOU OWN A HOME

If you already own a home, you still need this book. Your

relationship with your home is a complex one and is just

beginning when you buy a home. Buying is the first stage,

but it’s followed by owning and then selling. Each stage has

its joys, problems, and concerns. You don’t need our help to

experience your own kind of joy, and you don’t need our

help to find the problems either—they’ll find you. But this

book should help you cope with the problems as they arise,

and help you identify and deal with the important concerns.

Some of the problems and concerns of home ownership

are legal, some are practical, and some are both. Practical

books on home ownership tend to focus on hands-on

matters like financing or plumbing. Legal books on home

ownership are written for lawyers, and even lawyers don’t

always understand them. This book, on the other hand, is

both legal and practical. It’s designed to help you to avoid

problems as much as to solve them. And it’s designed to

give you the information you need all in one place and in

language that you can understand.

However, this book is not a substitute for legal or other

professional advice. There are times when you need a real



estate agent, home inspector, mover, insurance broker,

contractor, exterminator—even a lawyer. We try to tell you

when it’s time to hire a professional. And we try to send you

off with enough knowledge to make sure that the person

you hire serves you well.



QUESTIONS THIS BOOK ANSWERS

Here’s a sampling of some of the questions this book

answers.

About Buying a Home

• When’s a good time to buy a home?

• What does it cost to buy a home?

• How much can you afford to pay for your home?

• How large a down payment will you need, and where

on earth will you find the money?

• How much will you have to pay for your home each

month?

• What should you look for in a neighbourhood and a

home?

• What can a real estate agent do for you, and can you

do it yourself instead?

• How do you make an offer to purchase a home?

• Do you need a lawyer to buy a home?

• What is a mortgage and how do you get one?

• How can you survive moving day?

• What do you do if there are problems with your new

home?

About Owning a Home

• What kind of home insurance do you need and how do

you get it?

• How do you make an insurance claim?



• What renovations will increase the value of your

home?

• How do you find a reliable contractor?

• How do you live through a renovation?

• What are construction or builders’ liens and how do

you avoid them?

• What steps can you take to make your home secure

against break-ins?

• How can you prevent accidents in your home?

• What happens if someone gets hurt on your property?

• Who is a trespasser and what can you do about one?

• How do you get rid of stray and wild animals?

• What do you do about noisy neighbours?

• Can you get your neighbour to pay for part of your

fence?

• Can your neighbour cut down your tree?

• Can you object to your neighbour’s construction

project?

• Can you do anything if your property taxes are too

high?

• What happens if you can’t pay your mortgage?

About Selling a Home

• When is the best time to sell?

• Should you buy first or sell first?

• Do you need a real estate agent, or can you sell your

home yourself?

• How do you make your home attractive to potential

purchasers?

• Do you need a lawyer to sell your home?

• What must you leave behind when you move?

• How much money will you get from your sale?



Having the answers to these and other questions dealt

with in this book should help you prevent many potential

problems and solve others, either on your own or with

professional help.

IT’S GREAT TO LIVE IN CANADA . . . BUT . . .

Canada is a big country and the law may vary considerably

from province to province. (And don’t even get us started

about the weather.) Because we’ve tried to write a book for

all of Canada, we’ve often had to talk in very general terms.

This means that we haven’t been able to take provincial

variations into account on every topic. If you need specific

legal advice, don’t just rely on this book. Speak to a lawyer.
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WHAT CAN YOU AFFORD?

No matter how much money you have, the home of your

dreams will always cost more than you can afford. That’s

one of the universal truths of looking for a new home. You

can take comfort from knowing that while the place you end

up buying may not be your dream home, it is probably the

dream home of someone who has even less money than

you do.

We know it’s hard to put up with someone telling you to

be realistic when you are all set to climb ev’ry mountain and

follow ev’ry rainbow in search of your dream, and a lot of

people don’t listen. But a lot of people also buy their dream

home only to have it turn into a nightmare—when they wake

up and realize how much they have to keep paying for it.

You can avoid the nightmare of buying a home that’s too

expensive for you by knowing what you can afford before

you start looking. This will help you concentrate your

hunting efforts on homes in your price range. A good way to

keep yourself from buying a home you can’t afford is not to



look at homes you can’t afford. In this chapter we’ll help you

figure out what you can afford.

WHEN IS THE BEST TIME TO BUY?

People often wonder whether they can get a deal on a home

—or, put another way, afford a home that they couldn’t

otherwise afford—if they buy at a certain time of year. The

answer is maybe yes, maybe no. There are times (like

Christmas vacation) when almost no one wants to go house-

hunting. If you find something you like at that time of year,

you may be able to buy it for a good price because there are

very few purchasers competing with you for it. There are

other times of the year when almost everyone is out

looking. The home you find at that time of year may cost

you more because other purchasers are interested in it too.

You may think, then, that it makes sense to shop when no

one else is shopping. But sellers also know that they may

get less for their home during slow periods, so there will

probably be fewer properties on the market for you to

choose from. Sellers are more likely to put their homes up

for sale when they think there will be a lot of buyers. So you

can choose between a smaller selection of homes at

(maybe) a lower price, and a larger selection at (maybe) a

higher price. If you want to try to buy during a slow sales

period, ask a real estate agent for advice about when that

might be in your area.

Whatever the time you’re looking, you may be lucky

enough to find a “motivated seller,” someone who has to

sell quickly for their own personal reasons. The reason is

often divorce (and a split-up of family property) or a job-

related move to another city. You can ask your real estate



agent if he or she knows of any sellers who are anxious to

make a deal.

Finding a suitable home can take a while, so even if you

think you know when to buy to get the best price, you have

to start looking before then. The best time to start looking

for a home is when you’ve decided you want to buy a home.

And if you find a home that you like at a price you can

afford, that’s the home to buy and that’s the best time to

buy it.

KNOWING WHAT YOU CAN AFFORD

To know what you can afford, you have to know

• what it costs to buy and maintain a home

• how much money you have for a down payment

• how large a mortgage you can afford

The most complicated of these three things is calculating

how large a mortgage you can afford. This means preparing

a budget...something you’ve probably put off longer than

cleaning your oven—and you’re probably moving to get

away from that dirty oven. Well, you can run, but you can’t

hide. It’s either cleaning your oven and staying put, or doing

a budget.

WHAT DOES IT COST TO BUY AND OWN A

HOME?

The cost of buying and running a home is probably higher

than you think. The actual cost of buying a home includes

more than the purchase price, and the ongoing monthly

costs of owning it include more than your mortgage



payments. If you make the mistake of failing to take these

additional costs into account, you will end up buying a more

expensive home than you can afford.

What Are the One-Time Costs of Buying a Home?

The one-time costs of buying a home are all the things you

pay for at the time the home is purchased. They include

• the purchase price

• sales taxes

• lawyer’s fees and related expenses

• professional home inspection

• mortgage costs

• adjustments

• new home warranty costs (optional in most provinces),

if you’re buying a newly-constructed home

• relocation costs

• renovation costs

Some of the money you thought you could use for a down

payment has to be used to pay these one-time costs. So

you’ll either have less money for your down payment than

you thought, or you will have to borrow more money than

you planned.

The Purchase Price

The purchase price is what you agree to pay for the home

itself. Many people think of this amount as the entire cost of

their home. While it is the major part of the cost, it is not the

only cost—as you’ll see if you keep going.

Sales Taxes



In several provinces there is a special kind of sales tax

charged on the sale of real estate, called a land transfer tax.

This tax is calculated as a percentage of the purchase price

and can be several hundred to several thousand dollars.

You pay this tax to the provincial government at the time

you close the deal for your home. Ask your lawyer or your

real estate agent if there’s such a tax in your province, and

for an estimate of what it would be for a home in your price

range.

The purchase price of your home may include things like

appliances and curtains which are being sold with the home.

(These things are called chattels.) If so, you will also have to

pay provincial retail sales tax (H.S.T. where applicable) on

the value of the chattels.

If you are buying a newly constructed home, you will have

to pay G.S.T. (G.S.T. is often included in the purchase price

and not calculated separately—ask your builder whether it’s

included). But if your house costs less than $450,000, you

can apply for a G.S.T. rebate of up to 2.5 per cent of the

purchase price. Your builder will help you with the

paperwork.

Lawyer’s Fees and Related Expenses

Your lawyer will charge you for legal services provided in

helping you buy your home. The amount of lawyer’s fees

varies greatly, but you can expect to pay at least several

hundred dollars, and up to several thousand dollars if there

are problems with completing the deal. We’ll discuss the

role of the purchaser’s lawyer in more detail in Chapter 6.

Inspection Fees



Some people have their home inspected by a qualified

home inspector before they complete the purchase, to make

sure that it’s in good structural condition and has no

plumbing, wiring, or other problems. An inspection can cost

several hundred dollars or more.

Mortgage Costs

If you are borrowing money by taking out a mortgage, the

mortgage lender may insist on having the property

appraised (inspected to decide its value). Sometimes

mortgage lenders charge an appraisal fee in the range of

$100 to $200. If you get your mortgage through a mortgage

broker instead of an institutional lender like a bank or trust

company, the broker may charge a brokerage fee. The fee

charged could be 1 to 2 per cent of the amount borrowed.

Monthly mortgage payments are usually due on the first

of the month. If your home purchase is closing (being legally

completed) on another day of the month, the mortgage

lender may deduct, from the mortgage money that is being

given to you to close the deal, an amount to cover the

interest for the time from the closing date to the first day of

the next month. (That means you may have to come up with

some extra money on closing day to cover any shortfall in

the amount of money that the mortgage lender actually

gives you.)

If your mortgage is for more than 75 per cent of the

purchase price, you’ll almost certainly have to get mortgage

insurance, which is arranged through the Canada Mortgage

and Housing Corporation (CMHC). If you need CMHC

mortgage insurance, you will have to pay an insurance

application fee of $75 if your mortgage lender provides an

appraisal, or up to $235 if your lender does not. You will also

have to pay a premium for the mortgage insurance. The



amount of the premium varies with the value of the house

and the size of the loan, but the highest rate charged is 4.25

per cent of the amount of the mortgage loan. You can make

a one-time payment of the premium or have it added to

your mortgage and pay it on a monthly basis.

There’s much more about mortgages in Chapter 7. Flip

there now if you can’t stand the suspense.

Adjustments

If the person selling the home (the vendor) has paid such

things as property taxes and utilities in advance, you may

have to pay the vendor back for your share of these

expenses. You have no way of knowing how much this will

be at the time you make your offer to buy the home. Your

lawyer will tell you the exact amount just before the deal

closes.

New Home Warranty Costs

All provinces have warranty programs for newly constructed

homes. Participation in these programs is optional in most

provinces. If your new home comes with a warranty, there

will be an enrolment fee that the builder will pass on to you,

either by including it in the purchase price or as a separate

charge. If you are buying a newly constructed home, be sure

to find out whether there is an additional charge for a

warranty. Depending on the province and the purchase price

of the home, the charge can be between about $200 and

$1200.



Extra Charges Associated with Newly-

Constructed Homes

If you’re buying a house in a new development, you may

have to pay an extra charge for a lot that’s wider or deeper

than the standard lot, or that backs onto green space or that

has a west-facing backyard or that’s on a corner. If you’re

buying a condo in a high-rise, you’ll pay an extra charge for

a suite that’s on a higher floor or that has a good view.

These charges are typically a few thousand dollars.

You’ll also have to pay more to upgrade from standard

features. The model you look at may be full of upgrades

(high quality carpeting, hardwood floors, expensive tiles and

countertops, built-in kitchen appliances, luxury bathroom

fixtures, central air), and you may not be thrilled with what

the base purchase price will buy you. The upgrades you

want could cost several hundred to several thousand dollars

(although they could be less expensive if you arrange

purchase or installation on your own later).

Relocation Expenses

You should budget for your moving costs, unless you’ll be

arriving at your new home with nothing but a suitcase and a

can opener. The amount will depend on whether you hire a

mover or boldly go yourself. If you hire a mover, the cost

tends to go up the more things you have to move and the

further you have to move them. Moving with a mover can

cost several thousand dollars. We tell you all about moving

with a mover in Chapter 9. If you’re a do-it-yourself type,

you can rent a small moving van or a trailer if you or your

friends don’t have a suitable vehicle. The rental cost varies

with the length of time you need the van or trailer and the

distance you drive it.



Once you are in your new home, you will have to get

telephone and cable television service, not to mention hydro

and water service and maybe natural gas or oil service.

You’ll have to pay a fee to open a new account or to transfer

the services (you can probably figure on $25 to $50 per

service). You may also have to pay installation fees for

telephone and cable TV.

Renovation Expenses

Not many people move into a home that is in perfect

condition, so don’t forget to budget for renovations, repairs,

redecoration, painting, and cleaning. Also, be sure that you

have left yourself enough money to pay for any new

appliances or furniture that you may need.

What Does All This Mean?

It means you need more money than you were planning to

spend on your new home—maybe several thousand dollars

more than you had planned on. It’s a good thing you’re

reading this before you made an offer on a home that was

calculated to take every penny you have! (At least we hope

you’re reading this before.)

What are the Monthly Expenses of Owning a Home?

Everybody knows there will be monthly mortgage payments

after they buy a home, but many people forget about the

other regular monthly expenses. These expenses include

• property taxes

• utilities



• home insurance

• maintenance and repairs

Mortgage Payments

A mortgage is a loan that is repaid in instalments, usually on

a monthly basis. The monthly payments include an amount

to repay the amount borrowed and an amount to pay

interest. The amount of the payment will therefore depend

on how much you borrow and the interest rate. If you had to

get mortgage insurance and you elected not to make a one-

time payment, the monthly payment will also include the

insurance premium.

Property Taxes

Every municipality charges property taxes that are used to

pay for municipal services and in most provinces for local

schools. They are payable in instalments over the course of

the year, sometimes monthly and sometimes at other

intervals. Annual property taxes can be many thousands of

dollars, depending on the value of your home and the tax

rate set by the municipality. Some mortgage lenders pay

property taxes for you and require you to repay them on a

monthly basis with your mortgage.

Utilities

You should find out the approximate monthly cost of

heating, water, and electricity for any home you are

interested in buying to make sure you can afford these

utility payments. Since they can vary greatly from home to

home (especially heating costs), it’s a good idea to find out


