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Closing Made Easy

This document includes some simple tips and information to improve the experience of buying, selling or re-financing a home.
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Closing Made Easy

Expert advice & guidance provided by the law firm of 

Rutman & Rutman

Daniel L. Rutman

INTRODUCTION

Hi, my name is Daniel Rutman. I am a lawyer specializing in real estate law for the firm, Rutman & Rutman. Over the years, I have helped numerous clients with the purchase, sale, or refinancing of a home. When new clients come to me, often they are apprehensive. After all, home ownership is usually the biggest financial decision a person makes in a lifetime. Based on my experience, the frequently asked questions of my clients, and input from financing and real estate experts, I have assembled this video to provide an overview of the process of buying, selling, and refinancing, to help make closing easier with fewer surprises.

This DVD will cover topics in the areas of:

· Financing
· Real Estate
· And of course, Legal
Before delving into each area, it is helpful to know how they connect together. For example: 

When purchasing a home the simplified process would be: 
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When selling a home the simplified process would be:
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When re-financing a home the simplified process would be: 
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You can see that these 3 areas work closely together, depending on each other to complete the process. At Rutman & Rutman, we work cooperatively with the best financial lenders and real estate agents. Our established relationships result in a smoother, easier closing for clients. So let me walk you through the process beginning with financing.

BUYING

The Financing

Unless you have enough money on hand to pay cash for your new home, you'll need financing from an outside source. A good mortgage representative will use their experience and creative thinking skills to create a custom financing solution that suits you.  It could include using rebate programs or an accelerated amortization. Ask your representative for recommendations.
	TOP 3 FINANCING QUESTIONS:

· Should I use a Banker or Broker?

· How can I get the lowest rate?

· How large of a mortgage can I get?


Should I use a Banker or Broker?

The main difference between a mortgage broker and a bank is that a bank is governed by the Bank Act and can only offer you the mortgage products that their bank carries. A mortgage broker on the other hand, can shop around to different lending institutions to find the mortgage rate and type that suits you best. A mortgage broker or a bank receives their payment from the lending institution; their services are free to you.

QUICK TIP

You can check your credit before going for your pre-approval and correct things in advance. Your mortgage specialist can also advise you on how to get your credit in
 to good shape.  

To obtain your credit rating contact:

	Equifax Canada Inc.

Tel: 1-800-465-7166

Web: www.equifax.com
	Trans Union

Tel: 1-800-663-9980

Web: www.transunion.ca


How can I get the lowest rate?

When choosing a mortgage representative, choose someone that you are comfortable with, who has proven experience and creative thinking skills.  

Sometimes the type of mortgage you get is more important than the lowest rate and a rep with lots of experience and creativity will be able to put together the best mortgage for your unique situation. Your mortgage professional can also discuss ways to get the lowest possible interest rate, like improving your credit rating, and having an appropriate down payment.

How large of a mortgage can I get?

Next step is to find out how much mortgage you can get. The ‘pre-approval’ as it's called, is arranged by your broker or bank. 

To pre-approve you, your lender will have to check your credit rating, so be prepared to help them by bringing the following items to your initial meeting:

· Personal identification

· Social Insurance Number

· Work history

· Employment letter and/or pay stub.

QUICK TIP

An employment letter is a letter from your employer that states your length
 of service, your salary or hourly rate with average hours per week. If you 
are self-employed, you need to bring your Notice of Assessment for the past 
2 years to show there are no outstanding taxes owed.
Once you are successfully pre-approved, the lender commits to a maximum loan amount and guarantees the interest rate, usually for 4 months. This 

should give you enough time to find your new home. The broker or bank will give a copy of this pre-approval to you and your real estate agent.

After you find a home and make an offer, the real estate agent gives the broker or bank a copy of the ‘Offer to Purchase’ and listing. The mortgage broker or bank then obtains the letter of employment from you (if you haven’t already provided it) and proof of down payment and also forwards these to the lender.  If you are seeking a high-ratio mortgage - which is a mortgage that is greater than 75% of the total purchase price or appraised value of a home - then you must get high ratio mortgage insurance.

QUICK TIP

High ratio mortgages must be insured through Canada Mortgage and Housing Corporation (CHMC) or GE Capital Mortgage Insurance Canada (GEMI), to protect lenders in case the mortgage is not paid.

The premium depends on the amount of the mortgage and on the loan to value ratio and is usually added to the mortgage amount.

	Loan to Value
	Premium

	75.1 – 80%
	1.00%

	80.1 – 85%
	1.75%

	85.1 – 90%
	2.00%

	90.1 – 95%
	2.75% (non-borrowed down-payment)

	90.1 – 95%
	2.90% (borrowed down-payment)


Other high ratio financing costs include an application fee (approx. $165) and in Ontario PST (8%) must be paid on the premium at closing.

*This information was accurate as of January 2006.

RESOURCES:

For more information visit these web sites:

	Canadian Institute for Mortgage Brokers and Lenders

www.cimbl.ca
	Canada Mortgage and Housing Corporation

www.cmhc-schl.gc.ca


Next, you sign the Statement of Mortgage and afterwards a copy goes to your lawyer, along with the Mortgage Commitment.

Real Estate Overview

While each stage of the closing is important, the whole reason for the closing is the actual real estate. So it makes sense to have a property expert on your side – a real estate agent. Regardless of what type of real estate agent you are looking for, the process of finding the best agent is the same.  

You may want to start with referrals from friends or family based on their successful experiences. You can also contact the local Real Estate Board for information. Also, since it is important that your agent has extensive knowledge of your market, consult the local papers and look for consistent flyers and signs for your area of interest. 

Choose an agent that you are comfortable working with and ask them questions such as: 

· How many years experience do they have?  

· How often can you expect updates (feedback regarding the showings of your house)?  

· For seller’s agents, how do they plan to market your home? Where will it be advertised?

Put everything in writing so your expectations of each other are very clear.

What does an agent do?

There are 3 roles of an agent:

1 Seller’s agent (also called Listing agent)

2 Buyer’s agent

3 Dual Agent (is both the Seller’s & Buyer’s agent)

Agent types

Seller’s agents represent people selling property. They evaluate the property and the marketplace, and attract qualified buyers to the property through marketing. A seller’s agent represents the homeowners and will work with the 

Buyer’s agent to complete the sale. The Seller’s agent negotiates all offers coming in on a home. They will help facilitate the transaction to closing.

The Buyer’s agent represents people looking to buy property. They will show buyers properties and negotiate all offers that the buyers make on properties. They too will help facilitate the transaction to closing.

Buying a home

Once you have selected a Buyer’s agent they will take you through the following steps:

1 Confirming Financing. If you aren’t already qualified, your agent can refer you to a financing source.

2 Signing a Buyer’s Agent Contract. This contract states that the agent will be representing you and working for you over a set period (i.e. 2 – 3 months) and in this time you agree that any home purchase in this period will be handle by this agent. There is no cost to the Buyer for the Buyer’s Agent services.

3 Creating a needs & wants list. This helps your agent better understand what type of property you are looking for (moving-in condition, swimming pool).

4 Considering available properties and market conditions. Your agent will send you listings that match your needs/wants. They should also educate you about what is available in the market and what the sale prices have been for similar properties.

5 Visiting properties. When you want to view a property, your agent will book an appointment for you to visit the property together. 

6 Preparing the purchase offer. Your agent will draw up the offer with your desired terms and then negotiate with the seller’s on your behalf.  You may be advised to make the offer conditional on financing and a having a professional home inspection conducted. 

7 Facilitating the closing. A good agent will help to make sure everything is completed smoothly including financing and the legal requirements. This includes faxing the confirmed offer to your bank or broker and lawyer.  

QUICK TIP

Buying and selling agents usually split the commission 50/50. Make sure that the buyer’s agent is not making less than ½ of the commission or else they may be less motivated to sell your property. Your lawyer coordinates the payments to the seller and the commission payments to the agent’s company.

Resources:

	Multiple Listing Service

www.mls.ca
	Toronto Real Estate Board

www.torontorealestateboard.com 



	Canadian association of home & property inspectors

www.cahi.ca 
	Ontario association of home inspectors

www.oahi.com 


The Legal

When you are buying, your lawyer brings everything together, tying up all the loose ends in order to get you the keys to your new home. This process is called the closing. The closing process varies for buying, selling or refinancing. Let’s look at the closing steps for buying a home.

The Closing

	TOP 3 CLOSING QUESTIONS:

· How much does the closing cost?

· What is involved in closing?

· What is title insurance?


How much will it cost?

The closing generally costs about 2 – 3% of the Purchase Price. Although, your lawyers’ fees may only be in the $500 range, you provide your lawyer with the payments for all of the other closing costs and they handle the payment 

distribution. The act of paying these monies out on your behalf is more commonly referred to as disbursements.

What does the closing involve?

There are certain things you need to do and provide your lawyer with in order to facilitate a closing without delays.

1 Transfer the utilities into your name. To make sure you take over the utility payments at the right time, you must arrange to have the meters read on closing day.

2 Provide mortgage financing details. Provide your lawyer's details to your lender so they can forward mortgage details at least two weeks before the closing date.

3 Obtain fire insurance. Prior to closing, you must forward to your lawyer proof of fire insurance coverage for replacement value of the house, or at least of the mortgage amount, effective on the closing date.

4 Title insurance. Title insurance essentially protects both the buyer and the lender from title defects, survey defects and fraud or forgery.  For more detailed information, please watch the ‘Title Insurance Explained’ video contained on this DVD.

5 Adjustments. The adjustments reflect the amount that needs to be paid in order to compensate or reimburse a vendor for payment towards taxes or utilities which cover the period of the new ownership, but were paid by the previous owner. 

6 New Home Warranty Program. If yours is a newly constructed home, you must also arrange through the sales or construction site office for an Ontario Home Ownership Warranty Program (now called ‘Tarion’) inspection prior to closing day. One of the closing costs to the builder will be to enroll your house in the Tarion program. 

When you do your inspection, the builder’s representative will give you a copy of the Certificate of Completion and Possession under the Tarion Program, and you forward this warranty and the Pre-Delivery Inspection Report to your lawyer.  

This must happen before any funds are released, so advise your builder to give you a copy at the time of your inspection. Your mortgage company may also require one of their representatives to inspect the property with you.
7 Sign closing documents. A few days prior to the closing you must visit your lawyer to sign the documents and provide the funds to complete your purchase transaction. These funds are paid by certified cheque, money order or bank draft, in trust to your lawyer. 

QUICK TIP

Even if a property is being registered in one spouse’s name, both spouses must attend to sign the documents for closing, together with all other purchasers and any guarantors required for mortgage purposes.

8 Pickup the keys. The property keys will be given to you once the transaction is closed. Normally keys are not available until late afternoon (between 4:30 and 5:00 pm, on the closing day). Therefore, please make your moving arrangements accordingly. Unless you are purchasing a new home, keys will be available to pick-up at your lawyer’s office. It is sufficient is only one of the purchasers picks up the keys.

QUICK TIP

Keys for newly constructed homes/builders’ deals. Keys are usually released to you from the sales office or construction site office on the date of closing. It is customary that the builder’s staff will not release the keys to you until the house is paid for and the closing at the Registry Office is complete. Please confirm with the builder when you attend for your house inspection exactly where you pick up your keys and at what time the site office closes.

RESOURCES:

	Rutman & Rutman

www.rutmanlaw.com 
	First Canadian Title

www.firstcanadiantitle.com 


Conclusion

So that is an overview of what you can expect when buying a home. You may also want to watch the other videos contained on this DVD to learn about the process of selling or refinancing a home.

We hope you have found the information contained in this video helpful and that you will use the tips to make you’re closing a stress-free experience. If you have any questions about this video or if we can be of further assistance, please contact us at:

Rutman & Rutman

184 Queen Street West

Brampton, ON L6X 1A8

Tel: 905.456.9969

www.rutmanlaw.com
SELLING

Real Estate Overview

While each stage of the closing is important, the whole reason for the closing is the actual real estate. So it makes sense to have a property expert on your side – a real estate agent.

Regardless of what type of real estate agent you are looking for, the process of finding the best agent is the same.  

You may want to start with referrals from friends or family based on their successful experiences. You can also contact the local Real Estate Board for information. Also, since it is important that your agent has extensive knowledge of your market, consult the local papers and look for consistent flyers and signs for your area of interest.

Choose an agent that you are comfortable working with and ask them questions such as: 

· How many years experience do they have?  

· How often can you expect updates from them (i.e. feedback regarding the showings of your house)?  

· For seller’s agents, how do they plan to market your home and where will it be advertised?

Then, put everything in writing so that everyone’s expectations are very clear.

What does an agent do?

There are 3 roles of an agent:

1 Seller’s agent (also called Listing agent)

2 Buyer’s agent

3 Dual Agent (is both the Seller’s & Buyer’s agent)

Agent types:

Seller’s agents represent people selling property. They evaluate the property and the marketplace, and attract qualified buyers to the property through marketing. A seller’s agent represents the homeowners and will work with the Buyer’s agent to complete the sale. The Seller’s agent negotiates all offers coming in on a home. They will help facilitate the transaction to closing.

The Buyer’s agent represents people looking to buy property. They will show buyers properties and negotiate all offers that the buyers make on properties.  They too will help facilitate the transaction to closing.

Selling a Home

Once you have selected a Seller’s agent they will take you through the following steps:

1 Listing Presentation. This is where the agent basically applies for the job of selling your house. This marketing presentation usually includes a comparative market analysis that includes the value of your home, and information on listings of other similar homes on the market, as well as, their agent profile.

2 Signing a Listing Agreement. The Listing Agreement says that you will list your property for sale through the agent's company for a specific time frame. It also states the list price and the agent’s commission.

3 Signing a Data Contract. This contract lists the amenities of the homes such as 6” upgraded baseboards and appliances.

4 Staging the property. The property is prepared to look as attractive as possible to potential buyers. Your agent may make some suggestions such as moving furniture or painting a room.

5 Installing a lockbox. This is a secure way to allow agents to access the house when you are away.

6 Publishing the listing. The house listing is added to MLS (Multiple Listing Service), the local Real Estate Board, the agent’s personal website and their company website.

7 Install a ‘For Sale’ sign. At this time the agent will likely drop off feature sheets for your home that can be used in showings.

8 Scheduling showings and inspections. A showing is when an agent brings some through from the public. It takes about 5 – 20 minutes for a showing and it is best if you (the homeowner) are not present at the time. An inspection is when only an agent comes through the house. This takes about 2 – 5 minutes and you (the home owner) can be there and you don’t need to make any special preparations for the inspection. The ratio is about 20 showings to 1 inspection. 

9 Providing weekly updates. This update to the homeowner should include a progress report of the marketing and the feedback from the agents and the public.

10 Presentation of the buyer’s offer to purchase. Your Seller’s agent negotiates the offer with you (the homeowner) and takes your decision back to the buyer’s agent.

QUICK TIP

Buying and selling agents usually split the commission 50/50. Make sure that the buyer’s agent is not making less than ½ of the commission or else they may be less motivated to sell your property. Your lawyer coordinates the payments to the seller and the commission payments to the agent’s company.

Resources:

	Multiple Listing Service

www.mls.ca
	Toronto Real Estate Board

www.torontorealestateboard.com 



	Canadian association of home & property inspectors

www.cahi.ca 
	Ontario association of home inspectors

www.oahi.com 


The Legal

When you are buying, your lawyer brings everything together, tying up all the loose ends in order to get you the keys to your new home. This process is called the closing. The closing process varies for buying, selling or refinancing. Let’s look at the closing steps for buying a home.

The Closing

Now let’s walk through the steps of closing as a seller.

1 Provide Required Documents. You must provide the following items to your lawyer as soon as possible in order to initiate the closing process:

· Copy of Transfer/Deed

· Details of any existing mortgages, including:

· Name of Mortgage Company

· Address and telephone number

· Mortgage account reference number (if applicable)

· Current year’s realty tax bills (including any existing property tax bill and any future bill received prior to closing) as well as details of payments being made by you prior to closing date. (We also require total amount of property taxes paid for the prior year.)

· Copy of survey (if property is not a condominium);

· Your forwarding address and future telephone number (if available) after closing your sale.

2 Close Accounts for Utilities, Cable, Telephone, etc. You must confirm that utility meters will be read or service accounts closed on the closing day so that you will only be responsible for payment up until that date.

QUICK TIP

If the residence you are selling is heated by oil, have the fuel tank filled as of the date of closing and when signing your final papers, give your lawyer a copy of the final fill receipt. On closing, you will be given credit for a full tank of fuel oil in the Statement of Adjustments. If a full tank is not provided, a dispute might arise as to the actual amount of fuel oil in the tank on closing.

3 Payments due prior to closing and Postdated Cheques. You must make all payments due prior to closing (property tax, mortgage payments). Any necessary adjustments will be made on closing for any prepaid payments that cover a time period beyond closing. 

It is also your responsibility to stop any pre-authorized chequing plans or post-dated cheques for payments falling due after the closing date for items such as property tax payments or common area expenses.

4 Cancel Fire Insurance. do not cancel your fire insurance until you lawyer has confirmed that your sale has been completed. Also, if the property being sold will be vacant for more than 30 days, you must arrange coverage for this increased risk.

5 Sign Closing Documents. About 2 days prior to closing you will meet with your lawyer to sign the closing documents. To this meeting, bring photo identification and a key for the sold property.   

6 Payment of Proceeds. Please be aware that, typically, the net sale proceeds are available by certified cheque payable to the registered owner(s) at about 5:30 pm on the day of closing. Should a purchaser’s deposit, which is being held by the realtor (in trust) until the sale closes, be greater than the realtor’s commission (plus G.S.T.), any excess funds from such deposit will be refunded to you directly from the realtor after the transaction is completed. 

If two or more persons are selling a property, you must confirm in writing, prior to closing, how proceeds should be paid. Otherwise, the entire net sale proceeds will be provided by one certified cheque payable to all registered owners.   

If ownership of the sold property is only in one spouse’s name but the home has been a matrimonial home, the other spouse must sign a Consent For the Sale Completion and sign a direction that all net sale proceeds are to be payable to the spouse who is the registered owner; otherwise, the net sale proceeds will be paid to both spouses.   This rule does not apply to investment properties.

If a power of attorney is signing closing documents for you, all net sale proceeds will be payable to the registered owner(s) unless the registered owner(s) provides different instructions in writing.

RESOURCES:

	Rutman & Rutman

www.rutmanlaw.com 
	First Canadian Title

www.firstcanadiantitle.com 


Conclusion

So that is an overview of what you can expect when selling a home. You may also want to watch the other videos contained on this DVD to learn about the process of buying or refinancing a home.

We hope you have found the information contained in this video helpful and that you will use the tips to make your closing a stress-free experience. If you have any questions about this video or if we can be of further assistance, please contact us at:

Rutman & Rutman

184 Queen Street West

Brampton, ON L6X 1A8

Tel: 905.456.996
www.rutmanlaw.com
REFINANCING

The Financing

When you refinance your mortgage, your lender will recheck your credit and therefore again requires the following current information:

· Personal identification

· Social Insurance Number

· Work history 

· Employment letter and/or pay stub

QUICK TIP

Before committing to a new mortgage, the lender needs the property's value confirmed with a current property appraisal. Although you are required to pay for the appraisal, usually the lender will select the independent appraisal company.  Sometimes the lender will accept a new Title Insurance policy instead of an appraisal, which can save you hundreds of dollars.

RESOURCES:

	Canadian Institute for Mortgage Brokers and Lenders

www.cimbl.ca  
	Canada Mortgage and Housing Corporation

www.cmhc-schl.gc.ca  


The Closing

The closing when refinancing is less involved than buying or selling. 

	TOP 3 CLOSING QUESTIONS:

· How much does the closing cost?

· What is involved in closing?

· What is title insurance?


How much will it cost?

A closing generally costs about $700.00. Although, your lawyers’ fees may only be in the $500 range, you provide your lawyer with the payments for all of the other closing costs to handle the payment distribution. The act of paying these monies out on your behalf is commonly referred to as disbursements.

What does the closing involve?

There are certain things you need to do and provide your lawyer with in order to facilitate a closing without delays.

1 Provide mortgage financing details. Provide your lawyer's details to your lender so they can forward mortgage details at least two weeks before the closing date.
2 Lawyer’s office will contact you to obtain information and schedule an appointment. The information they will need from you includes:

· Marital status

· Existing mortgage company and reference number

· Tax information, namely the yearly taxes and how much has been paid
They will also ask you to bring in two pieces of ID (one photo) and any updated credit card/loan balances on the commitment, when you come for your appointment with your lawyer.

3 Fire insurance. Prior to closing, you must forward your lawyer proof of fire insurance coverage for the replacement value of the house, or the mortgage amount, effective on the closing date.

4 Title insurance. Title insurance essentially protects both the buyer and the lender from title defects, survey defects and fraud or forgery.  For more detailed information, please watch the ‘Title Insurance Explained’ video contained on this DVD.

5 Conduct title searches and executions. These searches are done to ensure that the property is not subject of any liens or other defects on title.

6 Sign closing documents. A few days prior to the closing you must visit your lawyer or your lawyer will come to your home to have you sign the closing documents and provide the funds to complete your purchase transaction. These funds are paid by certified cheque, money order or bank draft, in trust to your lawyer. 

QUICK TIP

Even if a property is being registered in one spouse’s name, both spouses must attend to sign the documents for closing, together with all other purchasers and any guarantors required for mortgage purposes.

7 Register charge. This involves placing a lien over the property.

8 Send payouts to mortgage company. Ensure that the prior mortgage is paid out and that the old mortgage is discharged from the property.

9 Send remainder of funds to the client and any credit card debt payouts. 

10 Reporting package to client. 

11 Discharge any mortgages we receive discharge authorization on.
RESOURCES:

	Rutman & Rutman

www.rutmanlaw.com 
	First Canadian Title

www.firstcanadiantitle.com 


Conclusion

So that is an overview of what you can expect when refinancing a home. You may also want to watch the other videos contained on this DVD to learn about the process of buying or selling a home.

We hope you have found the information contained in this video helpful and that you will use the tips to make your closing a stress-free experience. If you have any questions about this video or if we can be of further assistance, please contact us at:

Rutman & Rutman

184 Queen Street West

Brampton, ON L6X 1A8

Tel: 905.456.9969

www.rutmanlaw.com
TITLE INSURANCE EXPLAINED

Title is your ownership interest, your title to the land. Title insurance essentially protects both the buyer and the lender from title defects, survey defects and fraud or forgery.  

Even with the most careful investigations, title defects could surface somewhere along the way. Liens, easements, estate issues, and restricted covenants are just a few possible defects.  In the case of a lien, someone may have the right to hold or sell your property as security or payment for a debt such as unpaid property taxes. Title insurance offers protection against unknown title defects as well as by providing a duty to defend your title or ownership interest if it is being challenged.  

An example of a Survey Defect would be if something were built on your land in contravention of the zoning bylaws. This could have serious consequences, however, title insurance often provides protection. 

You are also protected in the case of fraud or forgery. If, for example, a thief steals your identity they may be able to steal your title and pledge it as security to obtain financing like take out a second mortgage. Title insurance can protect you from a duped lender who may try to recover against you even if you are totally innocent of any wrongdoing.  

When you buy title insurance, there is a policy for the purchaser and the lender. If you are refinancing with a new lender, the lender may only request a title insurance policy rather than conducting an up-to-date survey. This can save you hundreds of dollars.   

You pay the title insurance premium once and the policy lasts for as long as you own the property. As of January 2006, for properties valued at $500,000 or less, the base premium is $250 for a resale home, $200 for a new home, and $150 for a condo. Getting title insurance also reduces the amount of title searches your lawyer needs to do and therefore can save you on disbursement costs. You cannot buy a policy directly from the insurer; you must get it through your lawyer.

FINAL CONCLUSION

So that is an overview of what you can expect when buying, selling or refinancing a home. We hope you have found the information contained in this video helpful and that you will use the tips to make your closing a stress-free experience. If you have any questions about this video or if we can be of further assistance, please contact us at:

Rutman & Rutman

184 Queen Street West

Brampton, ON L6X 1A8

Tel: 905.456.9969

www.rutmanlaw.com
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