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A
acceleration clause, 177
account, monitoring, 175
“Act of Waste” clause, 182–183
additional insured, 183
administration fees. see fees
administrators. see trustees
advanced amount, 112–113
advertising, 127–129, 222–223
advice

confl ict of interest, 27–29, 32–33
independent, 173–174
unbiased, 34–35
see also fi nancial advisors

agreements
assessment of, 142, 150–151
registering, 174
terms of, 153–176

Alberta
fi nancial planner survey, 30
foreclosure process, 186, 188, 189, 

190–194
locked-in plans, 54

appraisals
determining value, 72–73, 130, 

142–146
fees, 79
from fi rst mortgage holder, 221
requirements for, 119

arm’s length mortgages
for fi rst mortgages, 212
lender on title, 215
overview, 74–78
trustees allowing, 98–99
violation of, 171–172

Assef, Kourosh, 101
assets, liquidation of, 102–106, 209–210
attorneys. see lawyers
Australia, 56
aversion to loss, 11–14

B
B2B Trust, 98
Bank of Canada, 92
banks

allowing second mortgages, 169–170
appraisal reports, 221
borrowing down payment, 87–88
failed payments, 190
fees, 24, 79
fractional reserve system, 24–26
house products, 32
lending rates, 23–24
loan-to-value, 92
mortgage insurance, 212–213
prepayment penalties, 91, 164–165
as registered account trustee, 61–62
rental properties, 90
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beginner’s luck, 15
behavioural fi nance, 10–15
biases, 11
bilateral lending agreements, 171–172, 174, 

213–214
Bill C-19, 25
blame, 6, 10
blanket mortgages, 153–154
Borkowski, Barry, 207–208
Borkowski, Daniel, 205–206
borrowers

additional mortgages, 221
appraisal payment and, 145–146
assessment of, 141, 147–150, 202
benefi ts to, 82–84, 117
borrowing own registered funds, 78, 

172–173, 214
causing value decline, 180–183
fees, 79, 111–112, 130–131, 185
fi nding lenders, 122–123
interest rate focus, 90
lending rates to, 23–24, 90–92
motivations of, 131–132, 155–156
multiple properties, 217
non-payment, 175, 177, 179, 184–186, 203
payments, 80
relationship with lender, 132–133

Boston College, 48
British Columbia

foreclosure process, 186, 189
locked-in plans, 54

brokerage commissions, 47
Buffett, Warren, 30, 43

C
Canada Mortgage and Housing Corporation 

(CMHC), 78
Canada Revenue Agency (CRA)

on arm’s length, 74–76, 171–172, 
213–214

commercially reasonable deals, 157
minimum interest rate, 115
registered accounts, 56

Canadian Western Trust, 98
cash for investment, 134–136
CFPs (Certifi ed Financial Planners), 30, 35
classifi ed ads, 127–129, 222–223

CMHC (Canada Mortgage and Housing 
Corporation), 78

collateral, 153–154, 173
commercial properties

appraisal complexity of, 144
zoning, 146

commissions
to mortgage brokers, 130–131
for mutual funds, 47

confl ict of interest, 27–29, 32–33
contacts, personal, 133–134
contamination risk, 181–182
contractual power of sale, 194
contributions, 81
control, illusion of, 14–15
corporations, arm’s length and, 75
correct, need to be, 11–14
CRA. see Canada Revenue Agency
credit reports, 148–150, 219–220
Criminal Code of Canada, 156

D
deals

assessment of, 142, 150–151
terms of, 153–176

debt obligations, 74
defaults, 175, 177, 179, 184–186, 203
deferred charges, for mutual funds, 48
deferred interest strategy

annual interest payment, 77, 113, 
158–160, 215

end of term interest payment, 115–117, 
160–161, 217–218

defi ciency judgment, 188
deposits, lending rates and, 23–24
discounted mortgages, 139–141
discounts, 112
diversifi cation, 220
dividends, in RRSPs, 60
“The Do and Get Principle,” 31
documentation

agreement registration, 174
arm’s length mortgages, 76
deferred interest mortgages, 116
importance of, 174
Mortgage Direction and Undertaking 

Document, 107–110, 112–113, 116
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Mortgage Extension Agreement, 163
multiple lenders, 121
second mortgage example, 114
Solicitor’s Certifi cate of Disclosure and 

Undertaking, 117–118
Transfer Form, 100
using samples, 111

down payment, 87–88, 212–213
driver overconfi dence, 14
due diligence, 106, 141–151, 180, 201
due-on-sale clause, 178

E
Edith, 17–21
education

Lifelong Learning Program, 59
RESPs, 54, 57

emotions, management of, 15–16
environmental contamination, 181–182
Equifax, 148–149
equity

refi nancing, 87, 88–90
risk and, 199–201
see also loan-to-value

evaluation of investment opportunities, 
141–151

existing mortgages, purchase of, 136–141
Experian, 149

F
family, arm’s length and, 74–76
fee-only advisors, 34–35
fees

for borrowers, 79, 185
fi nder’s, 222
to mortgage brokers, 130–131
mutual funds, 40–41
points, 94–95
registered amount of mortgage and, 

112–113
for self-directed accounts, 111–112
of trustee, 168–169, 210

fi nancial advisors
advice of, 4–6, 9
categories of, 21–22
compensation, 40–41
confl ict of interest, 27–29, 32–33

expertise of, 29–30
fee only, 34–35
fi nancial success of, 30–31
fund transfer and, 101–102
integrity of, 20–21
quotas, 33–34
registered accounts and, 63
role of, 26, 27

fi nancial institutions. see banks
fi nancial overwhelm loop, 4–6, 42
fi nancial planners

certifi ed, 30, 35
role of, 26, 27

Financial Planners Standards Council, 35
fi nancial services industry

complexity of products, 31–32
fractional reserve system, 24–26
independent advice, 32–33
marketing by, 29–30
motivations of, 22–23, 35–36
mutual fund sales pitch, 37–38
service fees, 24
see also banks

fi nder’s fees, 222
fi nding investment opportunities, 125–141
fi rst mortgages

as arm’s length, 212
defi nition, 77
in foreclosure, 193, 197
interest rates, 151, 157
with second mortgage, 169–170

fl exibility
repayment schedule, 85–86
structuring to meet borrower needs, 83

foreclosure
in Alberta, 190–194
defi nition, 178
lender rights, 73
notifi cation of, 185–186
in Ontario, 194–195
process, 186–196
second mortgages and, 197–201
timeframe, 188–189
types of, 186–188

401Ks, 56
fractional reserve system, 24–26
friends, as investment source, 133–134
front-end loads, for mutual funds, 48
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Fund Research Report (Morningstar), 40, 46
funds

sources of, 125–151
using non-registered, 134–136

G
GDP (gross domestic product), 23
grow-ops, 181
guaranteed returns, 129

H
high-ratio mortgage insurance, 212–213
historical returns for mutual funds, 50–51
Home Buyers’ Plan, 59, 211
home equity line of credit, 224
homeowners, 127–128
Hope and Pray (H.A.P.) Investing 

Strategy, 8

I
improvements to property, 183–184
Income Tax Act

arm’s length rules, 74, 171–172
documentation, 76
maximum interest rate, 156–157
minimum interest rate, 156, 218–219
over-leveraged property, 119
real estate in RRSP, 196–197
registered asset as collateral, 173

independent advice, 32–33, 173–174
Individual Retirement Accounts (IRAs), 56
Individual Savings Accounts (ISAs), 56
inspections, personal, 147, 180, 220
instincts, 10–15
insurance

loan-to-value ratio and, 93
on mortgage, 201, 212–213, 214
on mortgage for self, 78

insurance clause, 183
interest

deferred payment, 77, 113, 115–117, 
158–161, 215, 217–218

stepped rate, 161–162
interest rate differential (IRD), 164–166
interest rates

borrower motivation and, 155–156
factors affecting, 150–151

focus on, 90
loan-to-value and, 93–94
maximum, 156–157
minimum, 115, 156, 160, 174, 218–219
prime rate and, 155
for private lenders, 90–92, 157–158
risk and, 157

interest reserve, 218
interest-only agreements, 158
Investment Funds Institute of Canada, 39, 50
investment groups, 126–127
investment strategies, 8
investments

evaluating opportunities, 141–151
fi nding opportunities, 125–141

investor biases, 10–15
Investor Economics, 48
investors

emotions involved, 15–16
knowledge, 3–6, 15
taking responsibility, 7–10

investors, real estate. see borrowers
investors, RRSP. see lenders
IRAs (Individual Retirement Accounts), 56
IRD (interest rate differential), 164–166
ISAs (Individual Savings Accounts), 56

J
Joint Venture Agreements, 223–224
judicial sales, 186, 187–194
junior mortgages, 195, 197–198, 221
justifi cation, 6, 10

L
Laurentian Bank, 98
lawyers

advice from, 173–174
confi rmation of involvement, 117–118
drawing up mortgage, 113, 202
fees, 79, 185
importance of, 201

legal actions. see foreclosure
lenders

account monitoring, 175
allowing refi nancing, 170–171
allowing second mortgages, 169–170
appraisal payment and, 145–146
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benefi ts to, 78–82
borrowing down payment, 87–88
fees, 79, 87, 185
fi nding, 122–123
legal process notifi cation, 185–186
motivated, 136–137
multiple, 119–123, 216
options available, 91–92
protection strategies, 166–169, 201–204
relationship with borrower, 132–133
on title, 216–217

lending rates. see interest rates
length of term, 162–163, 202–203
leverage

negative cash fl ow and, 217–218
use of, 13

Lifelong Learning Program, 59
line of credit, 224
LIRAs (Locked-In Retirement Accounts), 54
lis pendens, 178
loans. see mortgages
loan-to-value

appraisal payment and, 145
interest rates and, 150–151, 157
overview, 92–94
risk and, 199–200

Locked-In Retirement Accounts (LIRAs), 54
Locked-In Retirement Savings Plans 

(LRSPs), 54
loss, aversion to, 11–14
lotteries, 14–15
LRSPs (Locked-In Retirement Savings 

Plans), 54

M
Madoff, Bernie, 22
managed RRSPs, 63–64
management expense ratios. see MERs
Manitoba

foreclosure process, 186, 189
locked-in plans, 54

market impact costs, for mutual funds, 48
market value, 180, 201
MERs (management expense ratios)

about, 39–40
lack of knowledge of, 7
rates, 46–47
true cost of, 44–45

monthly income, 85
Morningstar, 40, 46
mortgage brokers

fees, 94–95
as investment source, 129–132

Mortgage Direction and Undertaking 
Document, 107–110, 112–113, 116

Mortgage Extension Agreement, 163
mortgage insurance, 78, 201, 212–213, 214
mortgages

actual dollar amount received, 
112–113

borrower benefi ts, 82–84
buying at discount, 139–141
carried by seller, 137–138
equity refi nancing, 88–90
fl exibility of, 83
multiple lenders, 119–123
overview, 70–73
purchase of existing, 136–141
qualifying for, 216–217
renewal, 163–164
repayment schedule, 85–86
simple interest, 114
wealth creation and, 70
see also arm’s length mortgages; fi rst 

mortgages; second mortgages
mortgages, blanket, 153–154
mortgages, deferred interest, 77, 113, 

115–117, 158–161, 215, 217–218
mortgages, non-arm’s length, 78, 

172–173, 214
motivated lenders, 136–137
motivated sellers, 136
multiple lenders, 216
mutual funds

about, 39
advertised benefi ts of, 41–43
disadvantages of, 46–51
fi nancial industry sales pitch, 37–38
lack of knowledge of, 7
liquidation penalties, 103–106
other fees, 47–48
see also MERs

N
negative investment outcomes, 6–7
networks, personal, 133–134
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New Brunswick
foreclosure process, 187, 189
locked-in plans, 54

Newfoundland and Labrador
foreclosure process, 187
locked-in plans, 54

newspaper classifi ed ads, 127–129, 222–223
non-arm’s length mortgages, 78, 172–173, 214
non-registered funds, 134–136
Nortel, 13
Northwest Territories, 55
notice of sale, 195
Nova Scotia

foreclosure process, 187, 189
locked-in plans, 54

Nunavut, 55

O
Olympia Trust, 98
online advertising, 127–129
Ontario

foreclosure process, 187, 188–189, 
194–195

locked-in plans, 54
Ontario Mortgages Act, 194, 195
opportunities

evaluating, 141–151
fi nding, 106, 125–141

order nisi, 191–192
overconfi dence, 14–15
over-leveraged property, 119

P
pain, avoidance of, 11–15
paperwork. see documentation
payments

automatic, 80
late, 179, 184–186, 203
as returns, 81
trustee responsibilities, 118–119
see also deferred interest strategy

PayScale Inc., 30
penalties

points and, 95
prepayment, 91, 164–167

personal networks, 133–134
pleasure, desire for, 11–15

points, 94–95, 167–168
power of sale, 187–190, 194–195
pre-authorized payments, 118–119
prepayment penalties, 91, 164–167
primary residence

non-arm’s length mortgages, 214
private lending for, 127–128

prime rate, 155
Prince Edward Island

foreclosure process, 187
locked-in plans, 55

problems. see risk
“Profi le of the Profession” (report), 35
properties

assessment of, 141, 142–147
declining values, 106–107, 179–184
eligible investments, 86–87
identifi cation of mortgage opportunity, 

106, 125–141
improvements, 183–184
inspection of, 147, 180, 220
legal processes against, 185–186
market value, 201
new, 169–170
renovate and fl ip, 83, 86, 91, 165
rental, 90, 147, 180, 220
in RRSPs, 196–197, 215–216, 224–225
security of, 72–73, 78–79
value of, 119

property investors. see borrowers
Property Market Matrix, 180
property titles, registered mortgages, 71
prospectuses, 31–32
protection strategies, 166–169, 201–204

Q
Quebec

foreclosure process, 186
locked-in plans, 54

quotas, 33–34

R
real estate. see properties
real estate investment clubs, 126–127
real estate investors. see borrowers
real estate markets, 180, 200
redemption period, 178
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refi nancing equity, 88–90, 170–171
registered accounts

creation of, 61–62
disadvantages of, 62–63
in foreclosure, 196–197
funding account, 99–100
overview, 53–65
self-directed, 99
taxes, 56–57
see also RRSPs

registered amount, 112–113
Registered Education Savings Plans (RESPs), 

54, 57
Registered Retirement Income Funds 

(RRIFs), 55
Registered Retirement Savings Plans. see RRSPs
rehab investors, 83, 86, 91, 165
REIN (Real Estate Investment Network) 

Canada, 126–127
relationships

for arm’s length, 74–76
borrower and lender, 132–133

renewal, 163–164
renovate and fl ip, 83, 86, 91, 165
rental properties

fi nancing by banks, 90
inspection of, 147, 180, 220

repayment schedule, 85–86
residential properties, appraisal complexity 

of, 144
responses, to negative events, 6–7
responsibility, for investment role, 6–10
RESPs (Registered Education Savings Plans), 

54, 57
returns, for mutual funds, 50–51
risk

borrower non-payment, 175, 177, 179, 
184–186, 203

diversifi cation and, 220
equity and, 199–201
homeowners, 127–128
interest rates and, 157
in mortgages, 71–72
property value and, 119, 179–184
protection strategies, 201–204

Roseman, Ellen, 7
RRIFs (Registered Retirement Income 

Funds), 55

RRSP investors. see lenders
RRSPs (Registered Retirement Savings Plans)

about, 54
benefi ts of, 59–61
benefi ts of mortgages, 78–82
borrowing by account holder, 172–173
consolidation of accounts, 210
contributions, 81
conversion to RRIF, 55
deregistering, 60–61, 100
eligible investments, 73–74
in foreclosure, 196–197
fund transfer, 100–102
liquidation of assets, 102–106, 

209–210
overcontribution, 58
as personal income deductions, 57–58
for personal mortgage, 78, 172–173, 214
programs, 59
real estate in, 196–197, 215–216, 

224–225
types of, 63–65
withdrawals, 58

S
sales charges, for mutual funds, 48
Saskatchewan

foreclosure process, 186
locked-in plans, 54

second mortgages
for equity refi nancing, 87, 88–90
example, 114
fl exibility of, 91
in foreclosure, 193, 197–201
interest rates, 107, 151, 158
for new properties, 169–170
priority of, 77

security
collateral, 153–154
of properties, 72–73, 78–79

self, mortgage for, 78, 172–173, 214
self-directed RRSPs

about, 64–65
choosing a trustee, 98–99
fees, 111–112
funding account, 99–100
see also RRSPs
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sellers, motivated, 136
seniority, 197–198, 221
simple interest mortgage, 114
Solicitor’s Certifi cate of Disclosure and 

Undertaking, 117–118
Statistics Canada, 135
statutory power of sale, 194
stepped interest rate strategy, 161–162
stock brokers, 26, 27
stocks, 60, 62
superannuation, 56
survivorship bias, 51

T
tax attorneys, 173–174
taxes

progressive system, 58
refunds, 58
on registered account withdrawals, 

55–56, 60
Tax-Free Savings Accounts (TFSAs), 54, 57
TD Waterhouse, 98
10/80/10 Rule, 21–22
term (length), 162–163, 202–203
terms

fl exibility in, 83, 86
negotiations, 107

TFSAs (Tax-Free Savings Accounts), 54, 57
Tharp, Van K., 12
third mortgage, in foreclosure, 193
time constraints, 174–175
title insurance policy, 201
Toronto Star, 7
Trade Your Way to Financial Freedom 

(Tharp), 12

trading costs, for mutual funds, 47–48
trailer fees, 40
transfer fees, 210
Transfer Form, 100
TransUnion, 148–149
trustees

choosing, 97–99
due diligence, 117–118
fees, 168–169, 210
maximum interest rate, 156–157
minimum interest rate, 115, 156, 

218–219
payments, 80, 118–119, 184
proof of market value, 119
for registered accounts, 61–62

turnover, in mutual fund portfolios, 49

U
United Kingdom, 56
United States, 56, 92–93
University of Virginia, 48
usury, 156–157

V
value, 73
victims, 7, 8
Virginia Tech, 48

Y
Yukon, 55

Z
zoning, 146
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