
Solutions to Educate People (STEP):
Home Purchase

NORTHWEST TERRITORIES 
HOUSING CORPORATION



Home Purchase

© 2006—NWTHC
Page 28

Produced by the Northwest Territories Housing Corporation
Programs Section, Headquarters
P.O. Box 2100
Yellowknife, NT X1A 2P6
Phone: (867) 920-8671

This manual is the property of the Northwest Territories Housing Corporation
(NWTHC). No portion of it may be reproduced, stored in a retrieval system
or transmitted in any other form of by any means, mechanical, electronic,
photocopying or otherwise without the prior written permission of the NWTHC.



Home Purchase

© 2006—NWTHC �

Home Purchase
Workbook

A course designed to help you learn about the 
responsibility of homeownership as well as the 
process and pitfalls of the home-buying process.
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Instructor Workbook
Home Purchase

Purpose of Course:

This one day course combines lecture, discussion and hands-on exercises to teach
the basics of purchasing a home in the Northwest Territories. Participants will learn
about the responsibility of home ownership as well as the process and pitfalls of the
home-buying process.

Student Objectives:
• Determine your readiness to become home owners and choose the right

mortgage that works for you
• Understand the responsibility of owning a home (including

legalities, wills, etc.)
• Learn the steps involved in buying or building a home
• Understand the mortgage application and approval process
• Learn how to choose a mortgage that will work best for you
• Be aware of the additional costs involved in buying a home

Workbook
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Introduction

Long ago, the people of the north lived a nomadic lifestyle, moving from
place to place according to their food sources. They lived in temporary
shelters such as skin tents, sod houses and snow houses in order to be
close to the game and fish they needed to survive.

In recent years, opportunities have increased for northern residents to build
or buy their own houses. Although many people living traditional lifestyles
still have camps close to their hunting and fishing areas, they also own 
homes in their communities where they can settle their families for the long
term.

In this workshop, we are working with a fictional couple, Daniel and Frieda.  
Daniel and Frieda have decided that they would like to own their own home
in their small community in the Sahtu region. In this workshop, we will be
looking at the steps involved in buying or building a home, and will need to
help Daniel and Frieda make a number of big decisions as we learn about
this process.
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Homeownership – Is It For You?

Buying a home is one of the biggest decisions you will make in your lifetime.  
Before you take this step it is important to decide if this is the right decision
to make at this point in your life.

Daniel and Frieda live in public housing in a small community in the
Sahtu region. They have 3 young children aged 6 mos. 2 yrs and 5 yrs
old. Daniel works full time as an equipment operator while Frieda stays at
home with the kids. They plan to stay in their community for many years,
and are thinking about buying or building a home of their own, rather than
continuing to rent. Before they make this decision, they need to look at the
advantages and disadvantages of homeownership.
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Advantages

There are many advantages to owning a home vs. renting. How many can
you think of?

1. ____________________________________________________________

____________________________________________________________

2. ____________________________________________________________

____________________________________________________________

3. ____________________________________________________________

____________________________________________________________

4. ____________________________________________________________

____________________________________________________________

5. ____________________________________________________________

____________________________________________________________

Disadvantages

Buying a home, however, is not always better than renting. There are some
disadvantages to homeownership as well:

1. ____________________________________________________________

____________________________________________________________

2. ____________________________________________________________

____________________________________________________________

3. ____________________________________________________________

____________________________________________________________

4. ____________________________________________________________

____________________________________________________________
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Making the decision to buy

Before you decide to buy or build a home, answer the following questions:

1. Why do I want to own my own home?

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

2. How will this affect me and my family?

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________



Home Purchase

© 2006—NWTHC  8

1. I know how much I can afford as a downpayment for a home

2. I know how much money I can borrow to buy my home

3. I know how much of a house I can afford to buy (purchase price)

4. I understand what it means to be pre-approved by my bank for a
mortgage

5. I understand what extra costs (“closing costs”) are involved in buying
a home

6. I understand what extra costs I will have to pay as a homeowner

7. I understand what options I have when it comes to choosing a
mortgage

8. I know why it is important to use a realtor and/or lawyer when I buy a
home

Yes No

Am I Financially Prepared?

This chart will help you find out what areas you may need additional 
information in before you begin the process of buying a home. If a lot of
your answers are ‘No’, don’t worry - we will look at many of these areas
throughout the workshop, and give you guidance about where you can get
even more information.
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Roles and Responsibilities 
of the Homeowner

Renters and homeowners have different responsibilities. When you are
renting a home the landlord looks after most aspects of the property, but
when you own the home, you are the landlord!

Maintaining the property

As the owner of the home, you are responsible for looking after the property
– inside and out. Areas you will have to look after include:

1.

2.

3.

4.

5.

Why is it important for a homeowner to take care of their home and keep it
in good repair?

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________
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Legal Issues

Buying a home is a complex financial transaction.  There are many legal 
issues to consider, and it is always best to find experts who are experienced 
in dealing with home purchases.

Some of the areas you will need help with include:

a. Insurance
Insurance is something you buy in order to protect yourself
and the things you own. The basic types of insurance you
may need are:

• Mortgage Life Insurance

• CMHC Mortgage Insurance

• Homeowner Insurance

b. Liability

Another legal aspect to consider is the liability (legal responsibility)
you carry as a home owner.

For example, you are responsible for making sure that people who
enter your property are safe from harm. You can ensure this, to
some extent, by keeping the property in good repair. In the winter
you should keep stairs shoveled and free of ice. In the summer,
walkways need to be kept clear so people don’t trip. If you own a
pet, you need to make sure that people entering or traveling near
your property aren’t hurt by your pet.

Of course there are times when accidents happen, so in order to
avoid a costly lawsuit it is wise to have liability insurance for your
property. This is usually arranged through an insurance agent and
can be combined with your homeowner insurance policy to insure
against losses from things like fire and theft.

c. Land Tenure

In the Northwest Territories, there are different types of land tenure,
or rights to land.

Fee Simple or Freehold Title – In larger centres, it is likely that you
will buy or build a house on land that is owned by you. When you
buy the property, the title of that land will be transferred into your
name, and you will own the property for as long as you choose.

Leasehold Title – In other cases, especially in smaller communities
or land claim regions, you may be buying a house that is located on
leased land.  You will need to check carefully to find out whether or 
not you can lease that land, or how long you would be allowed to
lease the land before you decide to buy or build a home there. There
are usually other conditions that come with leasing, so be sure to get
some expert advice before you sign any agreements.
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d. Why Use a Lawyer?

You will need legal assistance for many parts of the homebuying process.
Even the most sophisticated home buyers seek professional advice and
help in this process. Legal fees will add to the cost of buying your home,
but it is not something you should attempt to do on your own. Protect
yourself by hiring a qualified legal professional to help you through this 
process.

Even if you live in a community where there are no lawyers, there may be
times when you need to have a legal professional witness your signature
(for swearing an affidavit for example) on certain documents.  In most 
cases, if you can’t get a lawyer to do this, you may be able to use a Notary
Public instead.

Costs of Homeownership vs. Renting

There are different expenses associated with renting and owning a home. 
Consider the differences as you complete this chart:

Monthly Cost Public Housing Private Market 
Rental Units

Owning

Rent/Mortgage

Taxes

Maintenance

Repairs

Utilities
(heat, power,

water)
Insurance
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The Home Buying Process

Choosing the Right Home for You

Whether you decide to buy an existing home or build a new one, it is one of
the biggest purchases you will make in your life, so you want to get it right!

You need to decide on the type of home you want to buy. This will give you
an idea of the amount of money you will need for a downpayment and the
amount you will need to borrow from the bank. Then you can talk to your
banker about pre-approving your mortgage. From there, you pick out your
specific property.

We have included a home-buyers checklist on the following page for you to
use. Take a moment to go through it and place a star beside any items that
would be “must-haves” for you.
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Home Buying Checklist 1 2 3
Property Address
Asking Price $ $ $
Property Taxes $ $ $
The Neighborhood
Near Work
Near School
Near Store(s)
Garbage Collection
Well-lit Street
Road/Alleys Well Maintained
Traffic – Quiet Street
Neighbour’s Property Well Maintained
Serviced Land
Area Zoned Residential
Any Potential for Flooding
Underdeveloped Areas Nearby for Future
Development
The Home
Age of Home
No. of Stories
Wood Frame
Mobility/Modular Home
Aluminum Siding
Roof Condition
Foundation Condition
Overall Exterior Condition
Facing Direction (N,S,E,W)
No. of Bathrooms
No. of Closets
No. of Bedrooms
Oil Heat
Gas Heat
Electric Heat
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Home Buying Checklist 1 2 3
Hot Water Heat
Insulation
Energy-Conservation Features
Age of Heating System
Age of Water Heater
Age of Electrical Wiring
Plumbing condition
Estimated Water Bill $ $ $
Estimated Heating Bill $ $ $
Estimated Electric Bill $ $ $
Living Room
Fireplace
Separate Dining Room
Family Room
Drapes/Blinds – No. of Rooms
Carpeting – No. of Rooms
Kitchen Eating Area
Refrigerator
Stove/Oven (Gas/Electric)
Washer/Dryer
Dishwasher
Broken Windows/Evidence of Leaks
Screens in Windows/Doors
Laundry Space
Sump Pump/Drainage
Connected to Sewer System
Patio/Deck
Backyard Fence
Landscaping
Security (Dead Bolts, Smoke Detectors)
Ability to Expand/Enlarge House
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A few other things to keep in mind:

• What properties are available in my community?

• Is the house in a good location?

• What is the potential resale value of the house?

• How much room do you need for storage?

• Is the house the right size for you now? Will it be in the future?

• Do you want a home that is old or new?

• What type of home do you want – mobile, or modular or other?
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Type of Home Comparison

Type of Home Stick Built Modular Mobile/Manufactured
Description This is a home that is

built entirely on site.
Much of the work may
be done by a builder,
although if you have the
skills, you may be able
to do some of the work
yourself.

A modular home is one
in which 80 – 95% of
the home is built in a
factory. The home is
then shipped to the site
and installed.

A mobile home is
completely built in
a factory, and then
shipped to the site
and can sometimes be
put on a foundation or
permanently attached to
the ground using
tie-downs.

Cost Varies, can be quite
expensive depending
on the location and
availability of builders,
and the cost of
transporting building
materials.

Varies, may be less
expensive for the house
itself, but transportation
costs can be high.

Varies, may be less
expensive for the house
itself, but transportation
costs can be high.

Time Required
to Build

Varies, approximately 4
– 6 months, depending
on location and
availability of builders

Varies, approximately
1 – 2 months for a new
building, then additional
time to transport to site
and install.

Varies, approximately
1 – 2 months for a new
building, then additional
time to transport to site
and install.

Subject to
building

standards/
codes

Yes Yes, (same standards as
stick-built homes)

Yes, but not to the same
standards as stick-built
and modular homes

Choices
available

Yes Yes Yes



Home Purchase

© 2006—NWTHC 17

If You Choose to Build

Once you decide on the type of home that is right for you and your family,
you can begin the task of finding a home to buy.  But what if you can’t find 
the right property?

You may decide instead to build your own home so you can get exactly
what you want, in the location of your choice. Building a home is a lot of
work, but you can get help with the process from the Northwest Territories
Housing Corporation. Here are the major steps involved in building a
house.

The Canadian Home Builder’s Association website at www.chba.ca is 
an excellent source of information for new home purchasers. 

Home Building Process Chart

Make periodic visits to
inspect progress at the

construction

Welcome Home

Choose a
house design

Choose a
builder

Sign a sales
Agreement

Finalize arrangements
with lender

Choose ‘finishings’, make 
colour selections (if an option)

Make final selection on placements 
of cable, TV, electric outlets

Closing day! Make final 
payment to builder, title

transferred to you

Begin
construction

Sign certificate of 
completion, noting any work

still to be done
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Money Matters –Downpayments & Financing

Once you decide what type of a house you want to buy or build you will
need to arrange for the money to do so.

Downpayments

Once you have determined the total cost of your house, it will be time to
arrange for financing.  The banks will want you to pay for part of the cost 
of the house (downpayment).  They want to share the risk of financing 
the property and usually ask you to pay between 5% and 25% of the total
purchase. The banks feel that if you have to put some of your own money
into purchasing a house, you will be more likely to make sure you pay back
the money you borrow.

Although most banks will allow homebuyers to put as little as 5% of the
purchase price as a downpayment, this is not always a good idea. The more
money you can put down, the less you will need to borrow, and the smaller
your monthly mortgage payments will be.

When you calculate the amount of money you can put towards the purchase
of the house, remember that there will be other costs. These include things
like legal fees, appraisals and the actual move into the house. Make sure
you set aside enough money for those additional costs.

Financing

In addition to the downpayment, you may need to borrow a large amount of
money from a bank to pay for the property. It is a good idea to talk to your
banker before you choose a house or pick out plans with a builder. Your
banker may even pre-qualify or pre-approve you for a mortgage.

When a bank pre-qualifies a borrower, they do not go through a full
approval process and no commitment is made to lend you the money.
They only do calculations to determine how much money you could afford
to borrow for the purchase of a house. A better step to take is to get pre-
approved for a mortgage. In addition to calculating the amount of money
you can afford to borrow, the bank also takes some of the other steps
involved in the mortgage approval process, such as completing credit
checks and verifying employment. If you meet the bank’s requirements,
your mortgage will be pre-approved prior to you choosing a home to buy.

The interest rates in effect at the time you get pre-approved or pre-qualified 
will be guaranteed, usually for a period of 90 days from the date of your
mortgage application, so if interest rates go up before you find a house, 
you will not have to pay the higher rates. Final approval of your mortgage
is given once you choose a house to buy and a satisfactory appraisal is
obtained. Another advantage to getting pre-approved is that it may even
give you more power to negotiate a purchase price on the home you buy.
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Interest Rates

Be sure to check on the interest rates your bank offers for mortgages.
Many banks are competing to get your business and they may offer lower
interest rates. Look at the “Lower rates save money” chart below to see
what a difference interest rates can make. Even if you have been dealing
with one bank for many years, it may be worth a lot of money to change to a
different bank for your mortgage. You can have a mortgage with any bank
you want without even having a bank account there.

Lower rates save money!

Daniel and Frieda are starting to check into getting a mortgage as they
prepare to buy a home. They have found that different banks offer different
interest rates on mortgages, but are not sure if it would be worth it to
change banks. Their bank has told them that they would charge 6.5%
interest on their mortgage. Look at the tables with the different interest
rates and payment amounts. Calculate how much money Daniel and Frieda
would save in interest if they chose a bank with lower mortgage interest
rates.

They have asked the banks to provide them with a chart for a mortgage of
$160,000.00 to be repaid over 25 years.

Chart 1:  Interest rate of 6.5%

Payment Frequency Regular Payment 
Amount

Interest Cost

Monthly $1071.72 $161,515

Chart 2:  Interest rate of 6.75%

Payment Frequency Regular Payment 
Amount

Interest Cost

Monthly $1,096.08 $168,824

Chart 3:  Interest rate of 7.0%

Payment Frequency Regular Payment 
Amount

Interest Cost

Monthly $1,120.67 $176,197
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Home Buying Process Flow Chart

We have now reviewed the first three activities in the process of buying a home.

Look	at	potential	
homes	and	home	

plans

Arrange	pre-
approval	of	a	

mortgage

Choose	an	existing	
home	or	choose	house

plans	from	a	builder

Negotiate	an	accepted
offer	from	the	vendor

Negotiate	an	agreement	
to	purchase/contract

with your	builder

OR

Lawyer	raises	title	or	transfers	title	of	property	from	
the	vendor	to	the	purchaser	and	files	mortgage	

against	the	property.	

Welcome to your new home!

Take your signed offer or agreement to the bank and arrange
for mortgage financing.  The bank and your lawyer will look 
after things like arranging an appraisal, obtaining a survey
certificate and land title search and ensuring property taxes 
are paid up to date. You will need to arrange for insurance
on the house and the bank will arrange for insurance on the
mortgage.

Once title is in place, money is exchanged
between the vendor/builder and the purchaser
(you!). This is usually done through a lawyer.
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Finalizing the Deal

Once you have chosen the specific home you want to buy, it is time to 
negotiate an Offer to Purchase contract with the vendor (seller) .

Offers

The Offer to Purchase is a legal agreement between you and the person
selling the house. It’s a good idea to have a lawyer or realtor review the
offer with you before it is presented to the seller. The offer to purchase sets
out:

1.

2.

3.

4.

5.

6.

7.

8.

9.

When your offer is presented to the seller there are three possible
responses they can make:

1. Accept the offer as is.
2. Reject the offer.
3. Make a counter-offer.

If a counter offer is made, you will have a specific amount of time to 
respond. It is quite usual for offers and counter-offers to go back and forth
several times until a satisfactory deal is accepted by both the purchaser and
the seller.

Important points to keep in mind: 

• Many buyers make it a condition of purchase that they must see and
approve a home inspection report before they agree to buy the
property.

• Once you and the vendor have agreed to all the terms in your Offer
and all your conditions are met, the offer becomes legally binding.
This means you can no longer change your mind.

• It is important to seek advice from a lawyer or realtor before making
your offer to the seller.
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The Closing Process

Once your offer is accepted, you will be able to finalize your mortgage with 
the bank. There are several steps that are involved to finalize a mortgage.  
Not everyone is required to do all of these steps. It will be up to your bank
to decide which of the following things they will want you to do.

Appraisals

An appraisal is an expert opinion on what the property is worth. The bank
relies on this opinion to make sure their loan is secure. The cost of the
appraisal will vary according to the area.

The bank usually makes the arrangements for an appraisal, but expects you
to pay for it, although in some situations will do the appraisal at their own
expense.

If you know of other people who need appraisals done in your community
outside of Yellowknife, let your bank know as you may be able to share the
cost of bringing in the appraiser with other home buyers.

Title Search

The title search shows the bank whether or not there is any money owing
against the property, and that the seller has the legal right to sell the
property. If there is no title for what you want to buy, a title will have to
be created for the property. This is done by a lawyer and will mean an
additional cost to you.

If you are buying a house on leased land, a title search will not be required.

Survey Certificate

The survey certificate shows that the home and/or outbuildings are not 
trespassing on anyone else’s property.

If you are buying an existing home, it is usually up to the seller to provide
this document. The previous or existing owner may already have this
document. If it has been done within the last 10 years and no major
changes have been made to the property, a new certificate is not usually 
required.
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Title Insurance

Title insurance is an insurance policy that protects you and the bank if
your property is found to be trespassing on someone else’s property at
some time in the future. (For example, if you were to learn a few years 
after purchasing the property that the driveway was actually located on 
your neighbour’s property, you might have to pay a lot of money to move 
the driveway.  Title insurance would help cover the cost of moving the 
driveway.)

Even if you have a survey certificate prepared, arranging title insurance is a 
good idea.

Once you have satisfied your bank, your mortgage documents will be 
prepared by your bank and sent to your lawyer to file.  

You will need to meet with your lawyer who will explain the mortgage
documents to you. Then the lawyer will file the mortgage with the Land 
Titles office.  

Your lawyer may look after other things during the home buying process
such as preparing the Offer to Purchase or Agreement of Purchase and
Sale and raising or searching the title of the land you plan to buy. The cost
of your legal fees for these services will vary depending on how much work
your lawyer has to do for you.

Closing Adjustments

Certain bills get paid by the owner of a house ahead of time, such as
property taxes and heating oil. (This is similar to a renter who pays their
rent at the beginning of every month, rather than at the end of the month.)
When you buy a house from someone else, there may be adjustments
needed so the prepaid expenses can be refunded to the seller and billed to
the new purchaser as of the date you take over possession of the house.
Fuel and property tax adjustments may mean you have to pay more money
for the purchase of your house. You need to make sure you have enough
extra money to pay for these extra costs.

Additional Moving Expenses

If you are buying a home for the first time, you may have to get utilities 
(telephone, heat, power, water, cable, etc.) hooked up in your own name.
Often the utility companies ask you to pay a deposit if you have never had
an account with them before. The deposit is held on your account and
refunded to you if you move away to another region. These deposits range
between $100.00 and $200.00, so be sure to set aside some money for
these extra costs. You may also have to pay some costs for moving into
your new home if you have to hire a professional mover or rent a moving
truck/trailer. When you calculate how much it will cost you to buy a house,
don’t forget to consider these types of costs as well.
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The closing process involves several steps and the costs will vary from one
situation to the next. As a general guideline, you should prepare to spend
between 1.5% and 4% of the appraised value or purchase price of the home
on these additional costs.

Case Study #1

Daniel and Frieda want to buy an existing home. They live in a small
community in the Sahtu region. They have been approved for $60,000
through a homeownership program, and they will use this money for the
downpayment. In addition, they have saved $10,000 of their own money.
$3,000 will be used for downpayment and the remaining $7,000 will be
used for closing costs and for other moving expenses. They have met with
the seller and have a verbal agreement to buy the house for a total cost of
$225,000.00.

1. What steps will they have to take to complete the purchase?

2. Before they decide how much of their own money to put as an
additional downpayment, what other costs associated with the
purchase will they have to consider?
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Mortgage Basics

Applying for a mortgage

A mortgage is one of the more ‘cut and dried’ types of financing to arrange.  
Banks use a number of calculations to determine if you will be approved for
a mortgage.  They will ask you to fill out an application form that will include 
such information as:

1.

2.

3.

4.

5.

6.

7.

The bank will look at how much money you will need. This is based on the
purchase price and appraised value of the house.

Your mortgage will most likely need to be insured by the Canada Mortgage
and Housing Corporation (CMHC). This insurance protects the bank in the
event that you are not able to pay back the mortgage. There is an extra
cost for this insurance and it is usually added on to your mortgage.
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Next the bank will do some calculations to see if you can afford the mortgage
payments on your home. They will calculate what your total monthly costs for
shelter will be if you buy the home. This total includes the mortgage payment,
property taxes and utilities (heat, water and power). The total of your shelter
payments cannot exceed 32% of your gross monthly income (income before
taxes). This calculation is called the gross debt service ratio. 

Shelter costs
(Monthly mortgage payment + monthly tax payment

+ monthly utility costs) x 100 = Gross debt
Gross monthly income	 service ratio

They will also add up your existing monthly payments for things like other
loans and credit card payments. The combined total of your shelter costs and
monthly debt payments cannot exceed 40% of your gross monthly income. This
calculation is called the total debt service ratio.

Shelter cost + Monthly debt payments	 x 100	 = Total debt service ratio
Gross monthly income

Let’s look at an example:

Case Study #2: Daniel & Frieda have gone to the bank to get a mortgage for
their new home. They have decided to put $3,000.00 of their own money as a
downpayment, along with the $60,000.00 they are receiving through a NWTHC
homeownership program on their $225,000.00 house. This means they will
need to get a mortgage of $162,000.00. They will also need CMHC mortgage
insurance. This will add another $1,053.00 on to their mortgage, for a total of
$163,053.00. The monthly payments on this mortgage will be approximately
$1,207.00 per month including taxes and their utility costs will average $700.00
per month. In addition to this, Daniel and Frieda pay a total of $425.00 in other
monthly debt payments. Their gross monthly income is $6,000.00/month.

1. Calculate their gross debt service ratio and total debt service ratio
based on this information.

2. Would Daniel & Frieda qualify for (be able to afford) this mortgage
amount?
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Credit Checks

Another important step in the mortgage application process is a credit check.
This is a report that the bank will obtain from a credit reporting agency such as
Equifax. This report tells the bank whether or not you have paid your debts and
worked well with creditors (lenders) in the past.

If the bank is sure that you can afford the mortgage, your credit check shows your
credit history is good and that they will be well-secured with your choice of home,
your mortgage will be approved.

Pre-approval or Pre-qualification

As mentioned earlier in this workbook, some of these steps may be done before
you choose a house. Remember that there is a difference between getting
pre-qualified and pre-approved.  If you get pre-qualified, this means that your 
banker has only done calculations to see how much you can afford to borrow. If
you are pre-approved, the bank has also done credit checks and verified your 
employment to make sure you will be approved for the mortgage amount you
need.

If you are not approved for a mortgage, be sure to ask the bank why you were
not approved. They are required by law to tell you if you are turned down for
financing. 

Interest rates, payments & amortization

Most banks offer a confusing variety of mortgage, and it can be difficult to 
choose. Before you make a choice be sure that you thoroughly understand the
terms and conditions of your mortgage.

The terms and conditions include things like:

• How much it will cost you to borrow the money (interest rate)

• How much you will pay every month and how often you will make
your payments: monthly, weekly, semi-monthly (twice a month) or
bi-weekly (every 2 weeks).

• How long it will take to pay back the mortgage (amortization)

Don’t be afraid to ask a lot of questions. The banker should be able to explain
everything in such a way that you feel comfortable with the choices that you
make.
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Interest rates

The interest rate is the annual cost of borrowing money from the bank. Your
regular payment will include a portion that goes toward paying down the principal 
(original amount borrowed) and another portion that goes toward interest.

At the beginning of your mortgage, most of your payment will go towards interest,
but as time goes by more and more of your payment will go to pay down the
principal amount.

• The interest rate you have to pay will vary depending on the type of
mortgage you choose and the length of time you want to ‘lock-in’ (or
guarantee your rate will not change).

• The ‘term’ is the length of time your interest rate and/or monthly
payment will stay the same. At the end of each term, you will need to renew
your mortgage.

• You can choose whether or not you want a ‘fixed rate’ or ‘variable
rate’ mortgage.

Fixed rate – interest rate is guaranteed to stay the same for a specific length
of time.

Variable rate – interest rate changes as Prime Rate goes up and down

• Another choice you will have to make is whether you want an ‘open’
or ‘closed’ mortgage.

Open – you can make extra payments or pay off the mortgage in full any
time you want without an extra fee.

Closed – you can make some extra payments but if you pay the mortgage
off before the end of the term, you will have to pay an extra fee.

• The choice you make as to the terms and type of mortgage you get
will depend on many things. Be sure to talk to your banker about your
situation before you decide.
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Why it pays to get a lower interest rate:

If Daniel & Frieda borrowed $163,053.00 for their mortgage and chose a 2
year fixed mortgage at an annual interest rate of 6.5%, their monthly mortgage 
payments would be $1,092.00. They would repay their mortgage in 25 years and it
would cost them a total of $164,596.00 in interest. This means that the actual cost
of their house would be $163,053.00 plus $164,596.00, for a total of $327,649.00.  

If they could get a mortgage at 6% interest, their payment would drop to $1,043.00
per month and they would pay $149.912.00 in interest – a saving of over
$14,600.00!

It pays to shop around to find the best interest rates when you to get a mortgage for 
your new home

Interest Rate Monthly Payment 
Amount

Interest Paid

6.5% $1,092.00 $164,569.00
6.0% $1,043.00 $149,912.00
DIFFERENCE with
lower interest rate:

$49.00 less each
month

$14, 684.00 less
interest paid
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Payments

There are three basic payment options available to you for mortgage
payments. These options may not be the same at all banks, so check with
your own bank to see what options they offer.

Option 1 – Monthly Payments

Option 2 – Weekly, Semi-monthly (twice each month) or Bi-weekly 
(every two weeks) Payments
In this option, your regular monthly payment is multiplied by 12 and divided
by 52 (for weekly), 24 (for semi-monthly) or 26 (for bi-weekly) to determine
your payment amount. This option is sometimes chosen by people who
want to make smaller payments more frequently rather than making a large
payment once each month. This may make it easier to follow a budget,
especially if you get weekly, semi-monthly or bi-weekly paycheques.
Another advantage to making payments this way is that money gets paid
against the principal (original amount borrowed) of the mortgage more
frequently, and means that you will save in interest costs and pay your
mortgage off a little more quickly than with monthly payments.

Option 3 – Accelerated Weekly, Semi-monthly or Bi-weekly payments
In this option, your payments are a little higher to give the equivalent of
making an extra monthly payment every year. The way this is calculated
is that the bank takes your regular monthly payment and multiplies it by 13
rather than 12 (to give you the equivalent of an extra monthly payment).
Then that extra payment amount is spread out across the year by dividing
that total by 52 (for weekly), 24 (for semi-monthly) or 26 (for bi-weekly) to
determine your payment amount. This option will not only save you more
money in interest, it will also allow you to pay your mortgage off much faster.  

Take a look at the charts on page 59 to see the difference these options can
make.
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CHART ONE - REGULAR PAYMENT OPTIONS

This chart shows how much the regular mortgage payments (monthly, semi-
monthly, bi-weekly or weekly) would be for Daniel and Frieda assuming
they borrowed $163,053.00 at an interest rate of 6.00% for 25 years. It also
shows how much money in interest they would have to pay.

CHART TWO - ACCELERATED PAYMENT OPTIONS
The second chart shows how much Daniel & Frieda would pay if they chose
an accelerated payment, (where payments are increased slightly to give the
equivalent of an extra monthly payment each year). As you can see, they
would save a lot of money in interest and they would pay their mortgage off
sooner than 25 years.

Payment Frequency Regular Payment
Amount

(Principal & Interest)

Total Interest Cost Saving Interest

Monthly $1,043.23 $149,912 $0
Semi-Monthly $520.97 $149,528 $383
Bi-Weekly $479.54 $149,490 $422
Weekly $239.63 $149,320 $592

Payment
Frequency

Regular Payment
Amount

(Principal &
Interest)

Total Interest Cost Saving Interest Amortization
Period(Years)

Semi-Monthly $565.08 $122,222 $27,689 21.0
Bi-Weekly $521.62 $121,397 $28,515 20.9
Weekly $260.81 $121,078 $28,833 20.8
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Amortization

Amortization is the length of time it takes to pay off your mortgage. Many
people choose an amortization time of 25 years to keep their monthly
payments low. Although this may make it easier to afford the cost of buying
a home, the longer you take to pay off the mortgage, the more interest you
pay to the bank.

It really doesn’t cost much more each month to choose a shorter
amortization period.  Consider how much money our fictional couple could 
save by paying off their mortgage in 20 or even 15 years instead.

Case Study #3: Daniel & Frieda have decided to make weekly payments
on their mortgage.  At first they were planning to take 25 years to pay off 
their mortgage, but now they have decided to see how much it would cost
them to pay the mortgage off more quickly.

Their banker has told them that their weekly payments over 25 years will
be $239.63 per week and the total cost (mortgage plus interest) will be
$312,373.00. If they choose to shorten their amortization to 20 years, and
use the accelerated payment plan, their weekly payment will increase to
$290.31, they will pay off their mortgage in 17.2 years and will pay a total
cost of $259,577.00.

If they choose a 15 year amortization period, their accelerated weekly
payments will be $342.37 per week. They will pay off their mortgage in 13.1
years and will pay a total of $234,663.00.

1. Calculate the amount of money Daniel and Frieda will save by
shortening the amortization period and making weekly accelerated
payments.

2. Calculate the difference in weekly payment amounts for these
amortization periods.



Home Purchase

© 2006—NWTHC 33

As you can see, there are many options to consider when choosing a
mortgage. Take your time and ask lots of questions. It may also be helpful
to talk to friends and relatives who have gone through the process already.
If you are still not sure, you are probably best to start with a shorter term.
You can change your type of mortgage, interest and payment when it is time
to renew at the end of the term.

Questions to Ask

Getting a mortgage is a big financial commitment, and most people are 
very excited at the prospect of owning their own home. You may feel
overwhelmed at all the steps involved with purchasing a home. Despite
this, it is important to ask some key questions of your banker before you
obtain your mortgage:

1. _________________________________________________________

2. _________________________________________________________

3. _________________________________________________________

4. _________________________________________________________

5. _________________________________________________________
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E. Getting Help

Choosing a Lawyer

Keep these tips in mind when choosing a lawyer:

1.

2.

3.

4.

5.

Working with realtors and mortgage brokers

Depending on where you live, you may be able to use the services of a
realtor or mortgage broker.

A realtor helps you:

• By acting as the negotiator during the buying process.
• Because they are trained and licensed to sell real estate and are

aware of the current laws associated with buying and selling real
estate in your area.

• By acting as a go-between to remove some of the personal contact
required in a purchase, especially when you are buying from friends
or neighbours in your community.

A mortgage broker helps you:

• Find a bank or lending agency that is willing to finance the purchase
of your home.

• Negotiate for better interest rates and terms
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On-line Resources

There are many websites that can provide additional information about
the home-buying process. Information is available about the home buying
process, building a new home, even reducing the costs of home-ownership.  
Here are a few websites you might want to check out:

www.cmhc-schl.gc.ca – Canada Mortgage and Housing Corporation

www.crea.ca – Canadian Real Estate Association

www.chba.ca – Canada Home Builders Association

www.aea.nt.ca/tips/hometips.html – Arctic Energy Alliance (tips for
saving energy at home)

Whether you decide to build new or buy an existing home, you now have
the knowledge to help you through this process. The Housing Corporation
has an interest in your success. We are there as a resource for you going
forward. Please call us if you have questions.
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Congratulations on completing the Home Purchase 
workshop.  You now have the information you need to 
make one of the biggest decisions of your life! Good luck!
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Home Purchase
Appendix



Enter the
unattached items 
you want to buy
with the house:
fridge, stove, 
washer, dryer, etc.

This section is
for the details
of how much 
money you
will pay, the 
amount of
your deposit 
and the 
manner in
which you will 
pay for the
house.

Indicate
who
deposits are 
payable to: 
realtor,
lawyer in
trust, etc.

i

Offer to Purchase Form



This is where
you enter the
‘closing’ date –
the date you plan
to take
possession of
the house.

ii



What else has to
happen before the 
purchase becomes 
final? Enter those 
conditions in this
section.

iii



Enter the time
given to accept or
reject the offer.  

This section
will be signed 
by the vendor
if they accept
your offer.

iv




























