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Home Finance Outcomes Overview 
 
The following are the outcomes we will be learning in this unit.  Check off each box once 
you feel confident with each outcome: 
 
 Calculate a person’s Gross Debt Service Ratio. 

o Explain how the GDSR can affect both the maximum mortgage payment 
and the maximum mortgage amount offered by a bank. 

 Calculate a monthly mortgage payment. 
o Calculate the total amount of interest paid on a mortgage. 

 Fill in a mortgage schedule for a minimum of three months. 
o Calculate the interest due and payment on principal for a single month at a 

time. 
 Calculate property insurance for a tenant or a homeowner. 

o Be able to distinguish how differences in area, type of insurance, and 
deductible chosen affect the cost. 

o Calculate insurance premiums when the insured amount is higher than 
what is shown on the table provided. 

 Calculate the portioned value of a property when given the assessed value and 
the portion percentage for that property type. 

 Calculate the municipal property tax due for a given property. 
 Calculate the total property tax due for a given property. 

o Include all taxes, credits, and local improvements. 
 State and describe additional costs when purchasing a home. 

o Calculate the land transfer tax due on a new property. 
o Calculate the property insurance adjustment for a portion of a year. 
o Calculate the property tax adjustment for a portion of a year. 

 Distinguish between “one time” and “ongoing” costs involved in the upkeep of a 
home. 

 Distinguish between preventative maintenance and emergency repair on a 
property. 
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Lesson One: Gross Debt Service Ratio 

 
Can I afford a Mortgage? 
Many people are unsure of whether they can afford to purchase a property or not.  Financial 
institutions have developed a formula that helps answer this question.   
 
Financial institutions in Manitoba use the following rule:  Your three main housing expenses (mortgage 
payment, property taxes, and heating bill) should not exceed 32% of your gross income.  
 

Example 1 
Your friend has a monthly gross income of $4000 and says that he can afford monthly housing costs of 
$2000.  Explain why this is not true. 
 
 
 
 
 
 
What is the maximum amount he should be spending for housing costs (mortgage payment + taxes + 
heat)? 

 
 
 
 
 
 
 

  

Goals:    

 Calculate the maximum monthly housing costs for a given monthly gross income 

 Use monthly housing costs and gross income to calculate the value of the Gross Debt 
Service Ratio 

 Use the Gross Debt Service Ratio to determine whether or not a mortgage is affordable 
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Calculating the Gross Debt Service Ratio 
When determining if a mortgage is affordable, financial institutions use a formula to calculate your 
Gross Debt Service Ratio (GDSR).  The formula is: 
 

 
 
If the GDSR is under 32%, financial institutions will consider you for the mortgage (although other 
issues such as credit rating will also be considered).  
 
If the GDSR is over 32%, the financial institution will definitely not approve the mortgage.  A GDSR over 
32% means that the housing costs will use up too much of your income; the mortgage is not 
affordable. 
 

Example 2 

a) You would like to buy a house with a monthly mortgage payment of $775.75, monthly property tax 
of $125 and an average monthly heating cost of $150.  Your gross monthly income is $3000.  Use 
the formula to calculate the GDSR. 

 
 
 
 
 
 
 
 
 
 
 
 
b) Would the bank be likely to grant you a mortgage?  Justify your answer. 
 
 
 
 
 
c) Explain how a person could lower their GDSR. 
 

  

𝑮𝑫𝑺𝑹 =  
𝑴𝒐𝒏𝒕𝒉𝒍𝒚 𝑴𝒐𝒓𝒕𝒈𝒂𝒈𝒆 𝑷𝒂𝒚𝒎𝒆𝒏𝒕 + 𝑴𝒐𝒏𝒕𝒉𝒍𝒚 𝑷𝒓𝒐𝒑𝒆𝒓𝒕𝒚 𝑻𝒂𝒙 + 𝑴𝒐𝒏𝒕𝒉𝒍𝒚 𝑯𝒆𝒂𝒕𝒊𝒏𝒈

𝑮𝒓𝒐𝒔𝒔 𝑴𝒐𝒏𝒕𝒉𝒍𝒚 𝑰𝒏𝒄𝒐𝒎𝒆
 × 𝟏𝟎𝟎 
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Example 3 
Sebastian would like to purchase a house.  The monthly payment for the house will be $1280.  
Sebastian’s gross annual income is $45 900.  The annual property taxes on the house cost $2530.  The 
house’s average monthly heating cost is $190.  Calculate Sebastian’s GDSR and determine if the bank 
will be likely to grant Sebastian a mortgage for this house. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Using the Recommended GDSR to Determine Maximum Monthly Payment 
 

Example 4 
Suppose you have a gross monthly income of $3400.00.  You wish to purchase a property that has 
monthly taxes listed at $185.00 and monthly heating listed at $175.00.  What is the maximum monthly 
mortgage payment you can afford? 
 
 
 
 
 
 
 
 

  



4 

Essential Math 40S  Home Finance 

Practice Assignment 1 
 
1. Eliza earns $3600 a month (gross pay).  Determine the maximum amount she should be spending 

on housing costs. 
 
2. Tabatha earns a gross monthly salary of $3950.  She is looking to purchase a house where the 

heating on the house costs $150 per month, the property taxes are $180 per month, and the 
monthly mortgage payment is $765.  Calculate Tabatha’s Gross Debt Service Ratio (GDSR). 

 
3. Explain why a bank usually limits the Gross Debt Service Ratio to 32% when determining if a 

homebuyer will be approved for a mortgage. 
 
4. Kelsey is applying for a mortgage at her bank.  The property she is interested in has a monthly 

mortgage payment of $950, monthly heating cost of $120 and monthly property taxes of $235.  
Kelsey has a gross monthly income of $2800.  Will the bank be likely to grant her the mortgage?  
Justify your answer. 

 
5. Jan is interested in buying a property that will involve annual heating costs of $1840, monthly 

property tax of $225, and a monthly mortgage payment of $830.  Her gross monthly income is 
$4250. 
a) Calculate Jan’s GDSR. 
b) Explain whether the bank would consider this an affordable home for Jan. 

 
6. Mika’s monthly mortgage payment is $1100.  His annual heating bill is $2160, his annual property 

tax bill is $3600, and his annual income is $66 000.  The bank calculated his Gross Debt Service 
Ratio (GDSR) as follows: 

 

𝐺𝐷𝑆𝑅 =

(
Monthly

mortgage
payment

+
Monthly
property

taxes
+

Monthly
heating

costs

)

Gross monthly income
× 100 

 

𝐺𝐷𝑆𝑅 =
($1100 + $300 + $2160)

$5500
× 100 

=
$3560

$5500
× 100 

= 64.73% 
 

a) State the error made by the bank. 
b) Calculate the correct GDSR. 

 
(assignment continues on next page…)  
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7. Conner has a gross monthly income of $4100.  He is interested in taking out a mortgage to 
purchase a house.  The house he wants has average monthly heating costs of $210, and the 
monthly property tax is $200.  Use the maximum allowable GDSR (32%) to calculate the maximum 
monthly payment he can afford. 

 
8. Camille wants to know if she can afford a house.  The monthly heating and monthly property tax 

costs together total $510.  If she has a gross annual income of $41 400, calculate the maximum 
monthly payment that she can afford. 

 
9. Jerry already has a mortgage.  His Gross Debt Service Ratio (GDSR) is 28%.  His monthly heating bill 

and taxes add up to $360.  His gross monthly income is $3900.  Calculate his mortgage payment. 
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Lesson Two: Mortgage Payments 

 

A mortgage is defined as: 
 

An arrangement to finance the purchase of real estate, usually with specified payment 
periods and interest rates.  The borrower (mortgagor) gives the lender (mortgagee) a 
lien on the property as collateral for the loan.  

 

 
 
This means that the property being purchased is used as collateral and if the borrower forfeits on the 
loan (stops making payments), the lender can take the property. 
 
Here are some important definitions that we must understand when dealing with mortgages.  
 

Amortization Period 
The length of time it will take to repay the entire mortgage.  It is usually a period of between 15 and 25 
years. 
 

Term 
The length of the agreement with the lender.  A common term is 5 years.  When the term is over, a 
mortgage must be renegotiated or paid off completely. 
 

Amortization Rate 
A number that states how much the monthly payment will be for each $1000 borrowed.  This value will 
be given as part of a question where you have to calculate the monthly payment.  

Goals:    

 Develop vocabulary related to mortgages 

 Calculate monthly mortgage payments for different interest rates and amortization periods 

 Calculate the total amount paid in monthly payments over the life of a mortgage 

 Calculate the total amount paid in interest over the life of the mortgage 

http://www.investorwords.com/1940/finance.html
http://www.investorwords.com/3952/purchase.html
http://www.investorwords.com/4057/real_estate.html
http://www.investorwords.com/3634/payment.html
http://www.investorwords.com/3669/period.html
http://www.businessdictionary.com/definition/and-interest.html
http://www.businessdictionary.com/definition/rate.html
http://www.investorwords.com/3146/mortgagor.html
http://www.investorwords.com/2767/lender.html
http://www.investorwords.com/3132/mortgagee.html
http://www.investorwords.com/2800/lien.html
http://www.investorwords.com/3900/property.html
http://www.investorwords.com/929/collateral.html
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Down Payment 
When you want to purchase a house you are required to make a large cash investment up front.  
Normally, the minimum down payment is 10% of the cost of the property you are purchasing.  (On a 
$200 000 home, 10% is $20 000.)  This is required so that you have a financial stake in the home – you 
are less likely to default on your mortgage and just ‘walk away’ if you have already invested a lot of 
money in the home.  Down payments can be any amount – even up to 100%!  A 100% ‘down payment’ 
would be paying cash for the house without the need for a mortgage. 
 

Mortgage Payment 
The regular instalment paid on the mortgage.  A portion of the payment goes toward paying interest 
charges and a portion of the payment goes toward paying off the outstanding portion of the loan.  
Payments are commonly monthly or bi-weekly (but can be anything the bank agrees to).  In this course, 
all mortgage payments will be monthly. 
 

Interest 
The amount you pay to the lending institution (bank) for the privilege of borrowing money. 
 

Principal Owing 
The amount of the mortgage that is still owed to the bank.  This is also called the outstanding amount. 
 

Equity 
The amount of the property you have paid for; the total of the down payment and the principal paid 
each month.  Equity = the value of the property – the balance owing. 
 
There are several different types of mortgages available; there are open and closed mortgages, fixed 
rate and variable rate mortgages, and different timelines available. When negotiating a mortgage you 
need to be aware of what each bank offers, and remember that interest rates and housing prices 
change frequently. Your final decision depends on your financial circumstances at the time of signing 
and the economic climate of the day.  
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Example 1 
Ken purchases a house for $205 900 at an annual interest rate of 5% amortized over 20 years.  He plans 
to make a $20 000 down payment. 
 
a) Calculate the amount borrowed for the mortgage. 
 
 
 
 
 
b) Calculate the monthly mortgage payment if it costs $6.57 per month for each $1000 borrowed.  
 
 
 
 
 
 
c) Calculate the total amount that Ken will pay in monthly payments over the life of the mortgage.  
 
 
 
 
 
 
d) Calculate the cost of financing (interest) paid over the life of the mortgage. 
 
 
 
 
 
 
 

Example 2 
That is a large amount of interest in example 1!  There are three main ways that a person can pay less 
mortgage interest overall.  State three ways to reduce interest below. 
 

1. ________________________________________________________________ 
 

2. ________________________________________________________________ 
 

3. ________________________________________________________________ 
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Example 3 
Janice and Elmo found a house to purchase with a price of $225 000.  They are going to make a 5% 
down payment.  They will finance the remainder of the purchase price with a mortgage at an annual 
interest rate of 4.75% amortized over 25 years.   
 
a) Calculate the required mortgage amount. 
 
 
 
 
 
 
b) Calculate the monthly mortgage payment if the amortization rate is $5.67 per $1000. 
 
 
 
 
 
 
 
c) Calculate the total amount paid in monthly payments over the life of the mortgage. 
 
 
 
 
 
 
 
d) Calculate the total amount of interest paid over the life of the mortgage. 
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You have been calculating mortgage payments when given the amortization rate, but where does the 
amortization rate come from?  This is the formula to calculate an amortization rate – you won’t ever 
need to use this formula – it is provided for your interest only: 
 

 
 
That is one ugly formula!  Most people that work at financial institutions would not use that formula – 
they would look up the amortization rate on a computer or in a table.  Since we don’t have a banking 
program handy, let’s look at a table to find the amortization rate: 
 

Blended payment of principal and interest per $1000 of loan 
 

Amortization Period of Mortgage Loan 

Interest Rate 5 years 10 years 15 years 20 years 25 years 

4.00% 18.40 10.11 7.38 6.04 5.26 
4.25% 18.51 10.23 7.50 6.17 5.40 
4.50% 18.62 10.34 7.63 6.30 5.53 
4.75% 18.74 10.46 7.75 6.44 5.67 
5.00% 18.85 10.58 7.88 6.57 5.82 
5.25% 18.96 10.70 8.01 6.71 5.96 
5.50% 19.07 10.82 8.14 6.84 6.10 

 
The table would normally cover more possible interest rates, we are looking at a partial table to save 
paper. 
 

Example 4:  Determining the Amortization Rate 
Kezia is looking to purchase a house.  The cost of the house is $280 000, and she will make a 15% down 
payment.  Her bank offers her a mortgage for the remaining amount at 4.25% for 25 years. 
 
a) Determine the amortization rate for Kezia’s mortgage and write it here:  _____________ 
 
b) Calculate Kezia’s monthly mortgage payment 
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Example 5:  Putting It All Together  
Jazmin and Lenny Montgomery are looking to purchase a house.  They are looking at a house that costs 
$318 000.  They have saved enough money to make a 5% down payment. 
 
a) Calculate the amount of the mortgage that the Montgomerys require. 
 
 
 
 
b) The Montgomery’s bank offers them a mortgage at 4.75% for 20 years.  Determine the 

amortization rate for this mortgage. 
 
 
c) Calculate the Montgomerys monthly payment if they accept this mortgage. 
 
 
 
 
d) Calculate the amount that the Montgomery’s will pay back to the bank over the life of the 

mortgage. 
 
 
 
 
e) Calculate the total amount of interest paid to the bank for this mortgage. 
 
 
 
 
f) The Montgomerys decide to go with a different bank, who offered them a 20-year mortgage at 

4.25%.  The amortization rate for this mortgage with a better rate is $6.17 per $1000.  Calculate 
how much interest the Montgomery’s save by going with this new mortgage. 
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Practice Assignment Two 
 
1. Find the monthly mortgage payment for a $165 000 mortgage amortized over 20 years at 4.5%.  

The amortization rate is $6.30 per $1000 of loan. 
 

2. Cindy Langdon is looking to buy a house worth $233 500 with a down payment of $25 000.  The 
bank offers her a 25-year mortgage at 4.75%.  The amortization rate for this mortgage is $5.67. 
a) Calculate the amount of mortgage Cindy needs to borrow from the bank. 
b) Calculate Cindy’s monthly mortgage payment. 

 
3. Darlene Snell is looking to purchase a small house in Winnipeg.  She finds one she likes that costs 

$68 500.  She has saved up $21 000 for a down payment.  Her bank offers her a 15-year mortgage 
at 6.5%.  The amortization rate for this mortgage is $8.66. 
a) Calculate Darlene’s monthly mortgage payment. 
b) Find the total amount paid to the bank in monthly payments over the life of the mortgage. 
c) Find the total amount of interest paid to the bank over the life of the mortgage. 

 
4. Rachel Garrison is looking to purchase a house for $278 400 with a 10% down payment.  The 

interest rate of the mortgage was 5.5% and the mortgage was amortized over 10 years. 
a) Calculate the amount of the mortgage borrowed from the bank. 
b) The monthly payment for the mortgage offered is $2711.06.  Rachel cannot afford to pay this 

much each month.  Give two suggestions to Rachel that she could pursue to lower her monthly 
payment. 

c) If Rachel lowers her monthly payment, will that make the total interest paid over the life of the 
mortgage increase (go up) or decrease (go down)? 

 
5. Charlotte Byrd is moving – she just sold her house for $230 000.  She wants to move into a house 

that costs $410 000.  She plans to use all of the money from her house sale as a down payment on 
the new house. 
a) Calculate Charlotte’s monthly mortgage payment if the bank offers her a mortgage at 4% 

interest over 20 years.  (Hint:  Use the table on page 10 to find the amortization rate.) 
b) Calculate the total interest paid by Charlotte over the life of her new mortgage. 

 
6. Danny is looking to borrow $200 000 from a bank for a mortgage.  Royal Bank offers him a 20-year 

mortgage at 4.25%.  Bank of Montreal offers him a 25-year mortgage also at a rate of 4.25%. 
a) Determine the amortization rate for the Royal Bank mortgage. 
b) Calculate the monthly mortgage payment for the Royal Bank mortgage. 
c) Calculate the total amount of interest paid for the Royal Bank mortgage. 
d) Determine the amortization rate for the Bank of Montreal mortgage. 
e) Calculate the monthly mortgage payment for the Bank of Montreal mortgage. 
f) Calculate the total amount of interest paid for the Bank of Montreal mortgage. 
g) How much money would Danny save by going with the Royal Bank option? 
h) Give one reason why Danny might go with the more expensive mortgage option.  
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7. State 3 ways to reduce the amount of interest paid over the life of a mortgage. 
 
8. Explain the difference between the term of the mortgage and the amortization period. 
 
9. James owns a house and is looking to purchase a duplex that he can rent out to two different 

tenants.  The monthly payment on his house is $1158. 
 

James needs a mortgage for the duplex – he will need to borrow $177 000 from the bank.  The 
amortization rate for the mortgage on the duplex is $7.12 per $1000 of loan. 
 
a) Calculate the monthly mortgage payment on the duplex. 
b) James would like the income from his two renters to cover the mortgage payments for BOTH 

his house AND the duplex.  How much will each renter have to pay to cover James’s mortgage 
costs for both properties? 
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Lesson Three:  Blended Payments 

 
When the financial institution receives your mortgage payment for the month, they will split the 
payment into two parts: 
 

 One part goes straight to the bank, without being counted against your loan. 
o This amount is the interest part of your payment. 

 The remaining part of your payment goes toward paying down your loan – this “leftover” part 
lowers your unpaid balance. 

o They call this leftover amount your payment on principal. 
 
This is why mortgage payments are often referred to as blended payments; the payment is a blend of 
interest payment and principal payment. 
 

Example 1 
Kendra arranges a mortgage for $195 000 at an annual interest rate of 5% over 20 years. 
 

a) Calculate Kendra’s monthly mortgage payment if it costs $6.57 per month for each $1000 
borrowed. 

 
 
 
 

b) Calculate the amount of interest that will be taken from her first payment. 
 
 
 
 
 
 

c) How much of Kendra’s first payment will go toward paying down the principal owing? 
 
 

  

Goals:   

 Calculate the portion of the regular monthly payment that will go towards interest 

 Calculate the portion of the regular monthly payment that will go towards principal 

 Calculate the unpaid balance and the equity after one month and two months 
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Example 2 
Rosa wants to buy a house worth $231 000.  She has saved enough money to make a 10% down 
payment.  Her bank offers her a mortgage at a rate of 4.85% over 25 years. 
 
Calculate the amount of interest that will be taken from Rosa’s first monthly mortgage payment.  (Hint:  
You don’t need to know the amount of the monthly payment to know how much interest will be 
charged in the first month!) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Example 3 
Gina just bought a house.  She took out a $285 000 mortgage from her bank that charges 4.5% annual 
interest over 25 years.  Her monthly payment is $1576.05.  Calculate the total amount of money she 
will still owe the bank after she makes her first payment. 
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Let’s take a look at what happens with the payment in the second month.  When you get to the second 
month, you will owe the bank (slightly) less money.  Because of this, they will take (slightly) less 
interest from your second month’s payments. 
 

Example 4 
Adrian bought a house for $308 000.  She made a $50 000 down payment, and then borrowed the 
remainder from her bank at 5.25% interest over 25 years. 
 
a) Calculate her monthly payment if the amortization rate for her mortgage is $5.96 per $1000 

borrowed. 
 
 
 
 
 
b) Use the table below to help you determine how much she still owes the bank after her second 

payment is made. 
 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
  

 
 
 

    

 
 
 

    

 
 
 
 
 
 
 She still owes the bank:  ____________________________ 
 
 
 

If you would like to see the declining interest in more detail over the life of a mortgage, you could 
watch the video here: 

 
http://waecmathfaq.wordpress.com/essential-math/essential-math-40s/home-finance/mortgage-

schedule-exploration/ 
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Practice Assignment Three 
 
1. A down payment of $27 000 was placed on a house with a $263 000 purchase price.  The mortgage 

was amortized over 25 years at 6%.  Calculate the amount of interest that will be taken from the 
first mortgage payment.  (HINT:  You can find the interest in the first month without knowing the 
monthly payment.) 

 

2. Kevin and Ray were recently married and purchased a house for $381 000.  They made a 5% down 
payment on the house.  The bank granted them a mortgage for the remainder amortized over 20 
years at 4.25%. 
a) Calculate the monthly mortgage payment if the amortization rate for their mortgage is $6.17 

per $1000 borrowed. 
b) Calculate the interest paid from the first month’s mortgage payment. 
c) Calculate the amount of the first month’s mortgage payment that goes towards paying down 

the principal. 
 
3. Jake and Amy borrowed $210 000 from their bank for a mortgage.  The mortgage was amortized 

over 15 years at 4%.  The amortization rate was $7.38 per $1000 of loan.  Calculate the amount of 
the first payment that was paid towards the principal owing. 

 
4. Terry and Sharon recently bought a house for $270 000.  They had made a down payment of 

$70 000.  The mortgage was amortized over 25 years at 5.25% interest.  The table below has had 
the first line filled in for you.  Fill in the remainder of the table with the appropriate values for the 
second month’s payment. 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
$200 000 $70 000 

$1192 $875 $317 $199 683 $70 317 

     

 
5. Lynn and Darlene were just married late in life and have purchased a condo worth $172 000.  They 

made a 10% down payment.  The bank gave them a 20-year mortgage at 5.5% for the remainder. 
a) Calculate the monthly mortgage payment.  (Hint:  Use the table on page 10 to determine the 

amortization rate.) 
b) Fill in the table below for the first two payments. 
c) How much do the Linettis still owe the bank after their second payment? 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
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Lesson Four: Property Insurance 
 

 
Property insurance protects the owner of the property from financial loss in the event of damage to or 
complete loss of their house and/or belongings.  Banks will not release the money for a mortgage until 
proof of property insurance is given.  In short, the bank wants to be sure that the property is insured 
while they are still owed money from it – if it burns down the bank will want the house rebuilt! 
 
It should be noted that tenants (renters) might also wish to insure their belongings with property 
insurance.  The main difference is that the tenants are only insuring the contents of the building while 
homeowners must cover the building itself as well as the contents.  Charts showing annual rates for 
different types of insurance are provided on pages 19 and 20. 
 
Several factors come into play when determining the correct type and amount of insurance to 
purchase.  These include: 
 

 Location:   The closer you are to fire hydrants or fire stations, the less you pay in insurance 
premiums. 

 

 Coverage:   Can be standard or comprehensive.  Comprehensive insurance provides coverage 
against more hazards and therefore has a higher premium. 

 

 Deductible:   The insurance deductible is the amount that you have to pay before the insurance 
company will pay your claim.  In real life there are many deductible levels.  
Common deductibles include $1000, $500, and $200.  A lower deductible makes 
your insurance premium increase. 

 

 Discounts:   Many policies include different types of discounts.  Some of these include installed 
fire alarm, burglar alarm, carbon monoxide detector, claims free discount, or age 
discount.  Make sure to ask about discounts when buying insurance for yourself. 

 
NOTE: PST (currently 7%) is applied to all property insurance premiums. 

  

Goals:    

 Understand how the type of policy  and the  amount  of property insurance affects the cost of 
property insurance 

 Calculate the annual premium for a tenant’s insurance policy 

 Calculate the annual premium for a home owner’s insurance policy 

 Understand the difference between different deductibles 

 Determine the amount paid for an approved claim 
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Table 2: Tenant’s Package Policy 
 

Tenant’s Package Policy - $500 Deductible 
All Areas – Manitoba 

Coverage Amount Standard Form Comprehensive Form 

$25 000 $158.00 $200.00 
$30 000 $174.00 $226.00 
$35 000 $199.00 $252.00 
$40 000 $212.00 $269.00 
$45 000 $235.00 $298.00 
$50 000 $254.00 $324.00 
$55 000 $272.00 $346.00 
$60 000 $293.00 $373.00 
$65 000 $315.00 $400.00 
$70 000 $337.00 $427.00 
$75 000 $359.00 $454.00 

Each Additional $1000 $4.50 $5.50 

 

$200 Deductible – Increase Premium by 10% 
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Table 3:  Manitoba Homeowner’s Insurance Rates 
 

Manitoba Homeowner’s Insurance Rates ($500 deductible) 

 Metro Winnipeg Area 2 Area 3 Area 4 

Amount Standard Comprehensive Standard Comprehensive Standard Comprehensive Standard Comprehensive 

$75 000 294 314 210 231 285 314 379 417 
$80 000 310 323 221 243 302 332 402 462 
$85 000 318 333 226 249 313 344 416 458 
$90 000 324 349 231 254 324 356 431 474 
$95 000 348 370 244 268 345 380 459 505 

$100 000 364 393 260 286 361 397 480 528 
$105 000 390 417 278 306 378 416 503 553 
$110 000 402 441 293 322 393 432 523 575 
$115 000 418 464 299 329 409 450 544 598 
$120 000 436 487 309 340 424 466 564 620 
$125 000 451 510 319 351 444 488 591 650 
$130 000 472 543 339 373 466 513 620 682 
$135 000 498 557 345 380 477 525 634 697 
$140 000 523 580 358 394 496 546 660 726 
$145 000 538 596 375 413 508 559 676 744 
$150 000 550 604 385 424 520 572 692 761 
$155 000 557 613 398 438 551 606 733 806 
$160 000 565 622 413 454 569 626 757 833 
$165 000 572 629 425 468 589 648 783 861 
$170 000 590 647 441 485 609 670 810 891 
$175 000 607 668 451 496 624 686 830 913 
$180 000 620 686 466 513 648 713 862 948 
$185 000 636 702 478 526 667 734 887 976 
$190 000 652 717 492 541 705 776 938 1032 
$195 000 678 742 504 554 720 792 958 1054 
$200 000 692 771 519 571 726 799 966 1063 
Additional 

amounts per 
$1000 

coverage 

Add: 
$3.15 

Add: $3.50 Add: 
$2.75 

Add: $3.03 Add: 
$3.55 

Add: $3.91 Add: 
$4.72 

Add: $5.19 

$200 deductible – Increase premium by 10%
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A Closer Look at Three Important Insurance Terms 
 

Premiums 
An insurance premium is the amount that you pay in order to be covered by insurance.  Your premium 
is normally an annual (once a year) cost – you pay it in advance!  Your home insurance premium may 
go up or down from year to year, as the value of your house and belongings change.  It will normally go 
up a little bit each year to cover the increased cost of construction to replace your house if the worst 
should happen. 
 

Deductibles 
A deductible is the amount of money that you have to give to your insurance company FIRST before 
your insurance company will honour any claim made.  Deductibles exist so that people do not make 
claims for small amounts of money.  If your house burns down, you would definitely pay $500 to have 
your house replaced.  However, if there is a fire that does $300 worth of damage to your bathroom, 
you would NOT pay $500 to get the insurance company to repair that damage.  You would arrange to 
have the damage repaired itself for the $300, because it’s cheaper! 
 
This way, the insurance company does not have to pay for ‘every little thing’ that may go wrong in your 
house – they only pay the bigger claims.  This saves them a LOT of money, which means that your 
premiums are lower than they could be. 
 

Claims Free Discount 
You will usually get a discount on your insurance if you are “claims free”, meaning that you have not 
made an insurance claim before.  This also deters people from making claims for small amounts of 
damages; if they do make a claim, they lose the discount!  After some amount of time (typically 5 
years) if you do not make any further claims you go back to being claims free. 
 

 

Example 1 
Shanaya owns a home.  Shanaya did not move, but in 2018 her house insurance premium was $150 
less than what she paid in 2017.  Provide as many reasons you can think of to explain why the 
premiums were lower in 2018. 
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Example 2 
Sophia-Rose pays $1350 each year for her home insurance.  She has a $500 deductible.  If she makes 
no claim during any single year, she receives a 15% discount on her next year’s premium. 
 
In the first year, she made no claims.  In the second year, she had to make a claim.  Calculate the total 
amount that she had to pay to the insurance company over the two years. 
 
 
 
 
 
 
 
 
 
 

Example 3 
Menachem has $40 000 worth of tenant’s insurance on his belongings in his apartment. 
 
a) If a fire does $6000 worth of damage to his belongings, how much will the insurance company give 

him after he pays his deductible? 
 
 
 
 
b) If a fire does $50 000 worth of damage to his belongings, how much will the insurance company 

give him after he pays his deductible? 
 
 
 
 
 

Example 4 
Walter and Jesse live in two houses that are right beside each other.  They pay different amounts for 
their insurance premiums.  Brainstorm reasons why they pay different amounts for their home 
insurance. 
 
 
 
 

  



23 

Essential Math 40S  Home Finance 

The next examples will explore how an insurance company determines the insurance premium for one 
of their customers.  The company will have made a table that shows premiums for different areas and 
coverages – one table for tenant’s insurance, and a different table for house insurance. 
 

Notes on Calculating Premiums 
 The tables that we use in class show the premiums for a person who selects a $500 deductible.  If a 

person would like a lower deductible, it will cost them more.  The table shows that any person can 
pay more to have a $200 deductible – it costs 10% more than the premium for a $500 deductible. 

 Don’t forget that PST (7%) is charged on all insurance premiums.  Your final step for every question 
where you calculate the insurance premium is to apply PST to the cost. 

 
 
 

Example 5 
Joan rents an apartment and is looking to purchase $65 000 worth of standard insurance coverage with 
a $500 deductible.  Calculate her annual tenant’s insurance premium. 
 
 
 
 
 
 
 
 

Example 6 
Jin-woo is renting a large apartment.  His insurance broker helps him determine that he requires 
$90 000 in tenant’s insurance.  Jin-woo chooses comprehensive coverage, and a $200 deductible.  
Calculate Jin-woo’s annual premium. 
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Example 6 
Kwame owns a house in Metro Winnipeg and requires $175 000 worth of house insurance.  He chooses 
a comprehensive insurance policy with a $200 deductible.  Calculate his annual insurance premium. 
 
 
 
 
 
 
 
 
 
 

Example 7 
Jill has just applied for a mortgage to purchase a house, which is located in Pine Falls, MB (Area 3).  The 
bank approves the mortgage, but requires her to purchase house insurance before they release the 
money.  She requires $310 000 of house insurance coverage.  She selects standard insurance and has 
decided on a $500 deductible. 
 
Calculate Jill’s annual insurance premium. 
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Practice Assignment 4 
 
Don`t forget to factor in 7% PST on every question where you calculate a person`s insurance premium. 
 
1. State two factors that influence the cost of a homeowner’s insurance premium. 
 
2. Explain why the insurance premium would be lower for tenant’s insurance rather than 

homeowner’s insurance for the same property. 
 

3. Explain, in your own words, why a bank requires a person to procure home insurance before they 
will issue the mortgage money. 

 
4. Jack rents an apartment and wants to insure his belongings.  He requires $55 000 in tenant’s 

insurance.  Calculate the annual insurance premium if he chooses comprehensive insurance with a 
$500 deductible. 

 
5. Calculate the annual insurance premium to insure an apartment for $45 000 if the tenant chooses 

standard insurance with a $200 deductible. 
 
6. Sanjeev is renting an apartment and would like to purchase $90 000 worth of tenant’s insurance 

with a $500 deductible.  He chooses comprehensive coverage.  Calculate his annual insurance 
premium. 

 
7. A homeowner in Area 2 chooses standard insurance and requires $120 000 coverage with a $500 

deductible.  Calculate the homeowner’s annual insurance premium. 
 
8. Calculate the annual insurance premium for Claude who lives in a home in Area 3 and requires 

$195 000 of coverage.  He has chosen comprehensive insurance with a $200 deductible. 
 
9. A family lives in a large house just outside of Winnipeg (Area 2).  They require $410 000 worth of 

home insurance.  They select comprehensive coverage with a $200 deductible.  Calculate the 
annual insurance premium for this family. 

 
10. Joe has a home in Metro Winnipeg.  He has $160 000 Standard coverage with a $200 deductible. 

a) Calculate how much Joe pays for insurance each year. 
b) If he makes a claim for $6000 and the claim is approved, how much money will he receive from 

the insurance company, after he pays his deductible? 
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Lesson Five: Municipal Property Taxes 
 
 

Property Tax is the responsibility of each municipality in Manitoba.  It is a tax based on the value of 
your property.  The more valuable the property, the more tax you pay. 
 
Some important concepts related to property tax are: 
 

1) The Assessed Value of the Property. 
In each municipality, an assessor physically reviews each property every year and gives the 
property an assessed value.  This assessed value should reflect a fair market price.  That is to say, if 
the person living in the property was motivated to sell, and a buyer was motivated to buy, the 
assessed value should be close to the price the two parties would arrive at.  This assessed value 
ultimately dictates how much property tax the owner will pay. 
 
Sometimes the land and any buildings (houses, barns, stores, etc.) on the property are assessed 
separately.  If this is the case, just add the values together to get the total assessed value for the 
property. 
 

Example 1: Determining Assessed Value 
Thad lives on a farm.  His land has an assessed value of $1 200 000.  His barn has an 
assessed value of $95 000, and his house has an assessed value of $210 000.  Calculate 
the assessed value for the property. 

 
 
 
 
 
 
 
 
 

  

Goals:    

 Develop vocabulary needed to understand property tax bills 

 Calculate  the portioned assessment value, given the assessed value and the portion 
percentage 

 Use a mill rate to calculate the municipal property tax due 

 Understand how local improvement taxes are calculated 
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2) The Portioned Value of the Property. 
Before the calculation of property tax, the assessed value of the property is reduced to a portion of 
its assessed value.  Currently in the city of Winnipeg, they ‘portion’ residential properties to 45% of 
the assessed value.  This portioned value is the amount used in the actual tax calculation.  
Portioned value is also known as the taxable value. They do this to encourage or discourage certain 
types of property growth within the municipality. 

 

Example 2:  Calculating Portioned Value 
John and Sheila purchase a home in St. James assessed at $380 000.  The portion 
percentage for this type of property is 45%.  Calculate the portioned value of this home. 

 

 

 

3) Calculating the Municipal Property Tax Owing 
It costs money to provide municipal services and much of this money is collected through property 
taxes. The property tax rate in Winnipeg is expressed as a mill rate.  (percentage rates are per 100, 
while mill rates are per 1000.) 

 
Every year, the municipality sends each property owner a tax bill.  The amount of tax owing  
is calculated using the formula: 
 
 

 
 
 

Example 3:  Calculating Municipal Property Tax 
Robert lives in a municipality with a tax rate of 17.34 mills.  His property has a portioned 
assessed value of $170 000.  Calculate Robert’s municipality property tax for the year. 

 
 
 
 

Example 4:  Calculating Portioned Assessment and Municipal Property Tax 
Kayla owns a property in the same municipality (same mill rate) with an assessed value 
of $360 000.  The portion percentage for this property is 45%.  Calculate Kayla’s 
municipal property tax for the year. 

 

  

𝑷𝒓𝒐𝒑𝒆𝒓𝒕𝒚 𝑻𝒂𝒙 =  
𝑻𝒂𝒙 𝑹𝒂𝒕𝒆 (𝒊𝒏 𝒎𝒊𝒍𝒍𝒔)

𝟏𝟎𝟎𝟎
 × 𝑷𝒐𝒓𝒕𝒊𝒐𝒏𝒆𝒅 𝒂𝒔𝒔𝒆𝒔𝒔𝒆𝒅 𝒗𝒂𝒍𝒖𝒆 𝒐𝒇 𝒑𝒓𝒐𝒑𝒆𝒓𝒕𝒚 
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4) Local Improvements 
The municipality will often make improvements in the neighbourhood, for example, the installation 
of a sidewalk, extra lighting, etc.   Property owners will be charged  a local improvement tax to pay 
for these changes.  A list of sample local improvements and their costs is shown on the next page. 
 
To make it fair for everyone on the street, property owners pay a share as determined by the 
frontage of the property.  Frontage is defined as the width of the property on the side that faces 
the ‘front’ (usually the street side). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

Example 5:  Calculating Local Improvement Costs 
Robert owns a lot that has a frontage of 40 ft.  This year, he has to pay for the following 
local improvements:  Lane Paving and Watermains.  Calculate how much he will be 
charged for these improvements. 

 
 
 
 
 
 
  

Local Improvement Costs for Municipal Property Tax 

Property Improvement Term Cost per Frontage Foot per year 

 
Asphalt surfacing roadways 

 
10 years 

 
$  28.48 

Boulevard construction 3 years $ 12.99 

Concrete sidewalk 5 years $ 12.47 
Concrete street paving 10 years $ 39.87 

Granular surface lane 3 years $ 9.35 
Land drainage system 20 years $ 9.14 

Lane lighting 3 years $ 0.47 

Lane oiling 1 year $ 3.75 

Lane paving 20 years $ 16.60 

Ornamental lighting (lane) 3 years $ 4.09 

Ornamental lighting (street) 3 years $ 3.52 
Road oiling 1 year $ 8.00 

Wastewater sewers 20 years $ 9.62 

Watermains 
 

10 years $ 11.39 
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Practice Assignment 5 
 

Calculate Portioned Value (See Example 2) 
 
1. A house has a market value assessment of $270 000 with a land assessment of $8000.  If the 

portion percentage is 45%, what is the portioned value of the property? 
 

2. Andy decides to move to a farm property.  The house is assessed at $325 000 and the land is 
assessed at $230 000.  What is the portioned value of the property if the portion percentage for 
farms is 30%? 

 
3. Julie decided to invest in some property.  She purchased an empty lot for $45 500.  What is the 

portioned assessment amount if it is assessed at 45%? 
 
 

 
Calculate Municipal Property Tax for a Single Property (See Example 3 and Example 4) 
 
4. The portioned value of Jarrod’s property is $112 000.  If the tax rate is 33 mills, find Jarrod’s 

municipal property tax due. 
 
5. Kayla lives in a city with a mill rate of 48 mills.  Her property’s portioned value is $85 500.  Find her 

municipal property tax due. 
 

6. Delanor lives in a municipality where the tax rate is 89.4 mills.  The assessed value of her house is 
$210 000 and the assessed value of her land is $21 000.  The portion percentage for this type of 
property is 45% 
a) Calculate the portioned value of Delanor’s property. 
b) Calculate the municipal property tax due. 

 
 

 

Calculate Local Improvements (See the chart on page 28 and Example 5) 
 
7. This year, Cynthia has to pay for the following local improvements:  Concrete Sidewalk and Lane 

Lighting.  If her property’s frontage is 35 feet, how much will she pay for these local improvements?   
 

8. On Skyler’s street, the city recently finished putting in a new road, which required a Land Drainage 
System and Asphalt Surfacing.  If Skyler’s frontage is 50 feet, how much will these improvements 
cost on her property tax bill? 

  



30 

Essential Math 40S  Home Finance 

Lesson Six:  Calculating Total Property Tax Due 
 

 
A property tax bill in Winnipeg shows a lot of information – you can see a sample on the next page.  
You will be asked in this course to calculate the total property tax on a property.  In order to calculate 
the total property tax owing, you will need to: 
 

 Determine Portioned Assessment:  (see Lesson 5 Example 2) 

 Calculate the Municipal Property Tax:  (See Lesson 5 Example 3 and 4) 

 Calculate the Education Tax:  You have not seen this yet – properties are charged an education 
tax, which goes to the local school division.  It is given as a mill rate, and is calculated the same 
way as municipal property tax. 

 Calculate any Local Improvement Costs:  (see Lesson 5 Example 5) 

 Deduct any Provincial Tax Credits:  A tax credit reduces your tax bill.  In the last few years, the 
Province of Manitoba has given a $700 credit on everyone`s property tax bill. 

 
 
 
 

 
 

  

Goals:    

 Calculate the net property taxes due, including 
o municipal taxes 
o school taxes 
o tax credits  
o local improvement fees 
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Example 1 
Jim’s property (land and house) has an assessed value of $215 500 and the portion percentage for his 
type of property is 45%.  His property has 50 ft. of frontage. 

a) Calculate the portioned value of Jim’s property. 
b) Calculate Jim’s municipal property tax due if the municipal mill rate is 12.15 mills. 
c) Calculate Jim’s education tax due if the education tax rate is 14.76 mills. 
d) There is a local improvement levy of $8.00 per foot for Road Oiling.  Calculate Jim’s local 

improvement levy. 
e) Calculate the total property tax due if the provincial tax credit is $700. 
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Example 2: 
A property has a portioned assessment of $109 350.  The municipal tax rate is 20.8 mills.  The 
education tax is $2765.  The property has a frontage of 40 feet.  There are two local improvements; 
watermains (at $11.39 per foot) and wastewater sewers (at $9.62 per foot).  The provincial tax credit is 
$700. 
 
Calculate the total taxes due. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Example 3 
Makayla owns a house that has an assessed value of $339 000.  The portion percentage for her 
property is 45%.  The municipal property tax is $1650.  The education tax rate is 21.95 mills.  She also 
has to pay for local improvements that have a total cost of $933.50.  There is a provincial tax credit of 
$700. 
 
Calculate Makayla’s total property taxes due. 
 
 
 
 
 
 
 
 
 

  



34 

Essential Math 40S  Home Finance 

Practice Assignment Six 
 
1. Miriam just received her property tax bill from her municipality.  Her municipal tax is $906, and her 

education tax is $1354.  Local improvements total $399.44.  She receives a provincial tax credit of 
$700.  What is the total property tax that she has to pay? 

 
 
2. Halima owns a property with a frontage of 60 ft that has a portioned value of $122 850.  The tax 

rate for her municipality is 8.74 mills.  The education tax rate is 12.37 mills.  She has to pay for one 
local improvement:  concrete sidewalk at $12.47 per foot. 

 
Calculate Halima’s total tax owing if there is a provincial education credit of $700. 

 
 
3. Jake and Elwood own a house that has an assessed value of $285 000.  The portion percentage for 

this type of property is 45%.The frontage of their property is 35 feet.  The municipal tax is $1580.  
The education tax rate is 23.06 mills, and there is a provincial tax credit of $700.  There are no local 
improvements. 

 
Calculate the net property tax owing. 

 
 
4. Marianna and Saxon are neighbours – they live in two different houses that are side by side.  They 

live in the same municipality, and the same school division.  Give at least two reasons why the 
property tax owing on their properties might be different. 

 
 
5. Frank Beardy owns farm that has 800 ft of frontage.  The assessed value of his land and his 

buildings is $2 300 000.  The portion percentage for farms is 30%.  The municipal tax rate in his 
municipality is 8.07 mills.  The education tax rate is 17.43 mills.  There is a provincial credit of $700.  
Frank is going to have the municipality oil the lane running past his farm at a cost of $3.75 per foot.  
Calculate the net taxes for the property. 
 
 

6. A property has a 50 ft frontage and is assessed at $190 000.  The portion percentage is 45%.  
Education taxes are 9.71 mills, and there is a $700 property tax credit.  The municipal tax rate is 
7.59 mills.  There are local improvement charges for two items:  concrete street paving and lane 
lighting.  Calculate the total property tax owing.  (The table for the local improvement costs is on 
page 28) 

 
  

 
 

0 

 
 



35 

Essential Math 40S  Home Finance 

Lesson Seven: Additional Costs 
 

When people purchase property, they must consider the purchase price and down payment.  However, 
it is important to know that there are several additional costs incurred when purchasing or moving in 
to a new property.  The list below gives examples of several of these expenses: 
 

Mortgage Application Fee 
Some financial institutions charge a fee to open up a mortgage.  Many will often waive the fee in order 
to get your business, but it is possible that you will need to pay it. 
 

Appraisal Fee 
Banks will not lend thousands of dollars unless they are certain the investment is worth their money.  
They will often have an appraisal of the property done to ensure it is worth what you say it is.  This 
appraisal usually involves an appraiser simply driving by the property to ensure the actual property 
exists and is worth their investment. 
 

Home Inspection 
Although it is not necessary to get a home inspection, it is a wise idea to do so.  A signed document by 
an engineer (with a seal) can act as security for you should something go wrong with the house in the 
future. It can also point out current problems with the house that need immediate attention. 
 

GST 
GST (5%) is charged on new homes, but not on resale properties. 
 

Service Charges 
Hookup fees for hydro, cable or telephone may be added to your first bill at the new property. 
 

Legal Fees 
You will need a lawyer to act for you during the purchase of the property.  The lawyer will look after 
the cost adjustments and will finalize the sale.  The lawyer will also be responsible for giving you the 
keys on the possession date.  Legal fees vary widely from one place to another so it is advisable to shop 
around. 
 

Land Survey 
The purpose of a land survey is to provide property owners with an accurate determination of the size 

and shape (dimensions) of their property.  

Goals:    

 Explain the types of additional costs incurred when purchasing a property 

 Calculate the land transfer tax for a property 

 Calculate the total additional costs for a case study 
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Moving Costs 
Whether you use a professional moving company or rely on friends (do-it-yourself), there will be costs 
associated with the move.  Such things as truck rental and food for friends should be included in your 
calculation. 
 

Renovations/Repairs 
If you are moving into a new property, it is unlikely that you will have these costs.  However, if you are 
moving into a resale property, there will likely be some things to do.  Even if there are no apparent 
repairs, it is likely you will want some rooms painted, carpeting added or removed or some other 
details changed.  All of these should be considered with your additional costs. 
 

Property Insurance Adjustment 
A financial institution will require you to have insurance on the property before the mortgage will be 
finalized.  If you have previous insurance coverage, your new coverage will result in an increase or a 
decrease for the remainder of the year.  The lawyer will calculate the difference and add it (or subtract 
it) with your other costs. 
 

Property Insurance Adjustment Calculation Example 
The Chartrand Family just bought a new house.  They had insurance on their old house, 
but need to make sure the new house is covered.  Their insurance will increase from 
$600/year to $720/year.  If they move into their new home on October 1st, calculate 
how much extra they will have to pay the insurance company. 

 
 
 
 
 
 

Property Tax Reimbursement 
All properties in Manitoba are taxed by the municipality.  These taxes were explored in Lessons 4 and 5 
of this unit.  If the previous owners have already paid property tax for the year, you will be responsible 
for reimbursing them for the portion of the year that you live in the house.  The lawyer will make this 
calculation and add it to your costs.  
 

Property Tax Reimbursement Calculation Example 
The Eddi family just bought a new home. The previous owners paid $2400 in property 
tax for the entire year. The Eddi family move into their new home on May 1st, calculate 
their amount of property tax reimbursement. 
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Land Transfer Tax 
In Manitoba, the Manitoba Land Titles Office charges the land transfer tax on all home purchases.  It is 
charged according to the following scale: 

 
The cost of property has risen dramatically in Manitoba over the last decade.  As a result, the land 
transfer tax can be a considerable additional cost. 
 
Land Transfer Tax Calculation Examples 
 
a) Calculate the land transfer tax due on the purchase of a $225 000 home. 
 
 
 
 
 
 
 
 
 
 
 
 
 
b) Calculate the land transfer tax due on a home purchased for $163 600. 
 
 
 
 
 
 
 
 
 
 
c) You just bought an empty lot for $28 500.  Calculate the land transfer tax due on this purchase. 
 
  

First $30 000  0% 
Next $60 000  0.5% 
Next $60 000  1.0% 
Next $50 000  1.5% 
Over $200 000  2.0% 



38 

Essential Math 40S  Home Finance 

Practice Assignment 7 
 
1. Identify which of the following costs is an ongoing home ownership cost. 
 

Land Survey  Heating Bill  Home Insurance Adjustment  GST 
 
 
2. Pick two of the one-time costs we discussed in this lesson, and explain the purpose of the cost in 

your own words. 
 
3. When purchasing a home a homeowner must consider one-time costs as well as on-going 

expenses.  State whether the following are one-time or on-going expenses. 
 

i) Mortgage payment:    ONE-TIME  ONGOING 
ii) Hiring Movers:    ONE-TIME  ONGOING 
iii) Land Survey:     ONE-TIME  ONGOING 

 
 
4. Jake is purchasing a property valued at $290 000.  As shown in the chart, he has found that for the 

first $150 000, the land transfer tax will total $900.  The land transfer tax is calculated as follows: 
 

Land Transfer Tax Table 

Value of Property Rate (%) Tax Amount ($) 

On the first $30 000 0% $0 

On the next $60 000 

(i.e., $30 001 to $90 000) 
0.5% $300 

On the next $60 000 

(i.e., $90 001 to $150 000) 
1.0% $600 

On the next $50 000 

(i.e., $150 001 to $200 000) 
1.5%  

On amounts in excess of $200 000 2.0%  

Total Land Transfer Tax Due:  

 
Fill in the boxes with the correct amounts and determine Jake’s land transfer tax due. 
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5. Calculate the land transfer tax due on a property worth $185 000.  Use the land transfer tax table 
on the previous page to remind you of the land transfer tax rates. 

 
6. Stefon and Marlene Diggs live in a large house, but all of their kids have moved out.  They are 

selling their current house, and are going to move into a smaller house.  They paid $1350 a year in 
their old house for house insurance.  In their new house, the annual premium is only $870.  
Calculate the amount of money that will be refunded to the Diggs if they move into their new 
house on June 1. 

 
7. You are moving into a house on August 1.  The previous owners have already paid $2775 in 

property tax for the year.  Calculate the amount of property tax adjustment that you owe to the 
previous owners. 

 
8. The Nguyen family recently purchased a home for $175 000.  They had a down payment of 

$20 000.  They moved in on September 1st.  In addition to the cost of the house, they incurred the 
following costs: 

 $150 for an appraisal of the property. 

 $650 for a home inspection. 

 Moving expenses cost $1200. 

 Legal fees cost $600. 

 They purchased the appliances already in the home for $800. 

 They had the bedrooms painted at a cost of $550. 

 Their home insurance increased from $660 per year to $804 per year and the Nguyens had 
to pay the increase for four months. 

 The previous owners had paid the entire $2400 bill for property tax and the Nguyens had to 
reimburse them for the last four months of the year. 

 They had to pay land transfer tax. 
 

a) Calculate the property insurance adjustment for the remainder of the year. 
b) Calculate the amount of property tax the Nguyens will owe the previous owners. 
c) Calculate the amount of land transfer tax. 
d) Calculate the total of all of the additional costs. 
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Lesson Eight:  Other Home Ownership Issues 
 

 
 
Along with all the other costs to consider when purchasing a home, there are a few costs that will be 
ongoing.  You already know about a few of these ongoing costs: 
 

 Mortgage payment 

 Property tax 

 Home insurance premiums 

 Heating 
 
In this lesson we will discuss other costs that you will encounter regularly when you own a house. 
 

Costs Associated with Maintaining Your House  
 
Before we go any further – what does maintenance mean? 
 
For our purposes, the word maintenance means keeping in good condition by checking or repairing 
regularly.  Maintaining your house is very important because it helps you protect your financial 
investment.  In addition to this, it also keeps your house looking good and it creates a safe 
environment.  It has been recommended that you set aside 1 to 3% of your annual income so that you 
have money for any maintenance costs you may incur.   

 
Daily Maintenance 
Daily home maintenance includes tasks that you perform on a regular basis (daily or at least weekly).  
Some examples of daily maintenance include the following tasks: 
 

 Turn off dripping faucets 

 Check for leaking shower heads 

 Toilets flushing correctly 

 Repair damage to walls (plaster) 

 Windows open and close properly 

 Windows are not cracked or broken 

 Replace damaged baseboards 

 Tighten loose stair railings 

 Adjust locks that are not functioning 
properly 

 Clean off stove and kitchen counters 

 Check smoke alarms and carbon dioxide 
detectors.

Goals:    

 Explain different types of maintenance required 
o  daily maintenance 
o  preventative maintenance 
o emergency repairs 

 Compare the advantages and disadvantages of owning vs renting a home 

 Describe energy efficient and environmentally friendly options for the home 
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Performing these maintenance tasks on a regular basis can actually lower your insurance premiums in 
two ways.  First, daily maintenance can reduce your premiums because, if you are familiar with your 
property, you can predict and correct issues before they become problems that involve the insurance 
company.  This is a good thing because it can reduce the amount of coverage that you require – and 
less coverage means a lower cost.  Second, insurance companies assess you when you are buying a 
property – are you a risk?  If you can prove that you are not only not a risk, but that you rarely (if ever) 
make insurance claims, you are likely to have a lower premium than if you had a history of making 
many claims. 
 

Preventative Maintenance 
In addition to daily maintenance, there are other tasks that you can do infrequently so that you can 
avoid major repair costs later on.  These tasks are called preventative maintenance, and can include: 

 Clearing debris and garbage 

 Checking siding for damage 

 Repairing small driveway and sidewalk 
cracks 

 Checking fence and gates 

 Trimming trees 

 Improving grading for water  drainage 
away from your house 

 Inspecting the roof 

 Insuring that the chimney and vents are 
clear 

 Fixing caulking and weather-stripping on 
windows and doors  

 Check basement walls for cracks and 
condensation 

 
When you own your own house, it is good practice to have a maintenance binder and keep records of 
the different maintenance procedures you do or have done to your house 
 
You should note that you can sometimes avoid emergency repairs (and the costs that go with them) by 
performing preventative maintenance.  Typically preventative maintenance targets areas of the house 
that could lead to large problems which cost a lot to fix. 
 

Emergency Repairs 
As the name implies, emergency repairs occur when the system or item that breaks must be fixed 
immediately.  Examples of emergency repairs include:  

 Repairing a furnace or heater that is not 
working (especially in winter!) 

 Replacing a leaking  hot water tank  

 Fixing broken doors or windows 

 Repairing a leaky roof 

 Fixing burst water pipes 

 Repairing flood damage 
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Energy Efficiency and Environmentally Friendly Options  
It makes sense to use all resources wisely.  Not only does buying environmentally friendly products 
help the planet, but these products can also help reduce costs around the house.  Some ‘eco-friendly’ 
ideas are listed below: 

 CFL or LED light bulbs 

 Enviro-friendly cleaning products 

 Eco-friendly paints 

 Recycled furniture 

 Triple pane windows 

 High efficiency furnace 

 Solar panels 

 Geothermal heating 

 Proper insulation 

 Low-flow shower heads 

 Pop bottle in toilet tank 

 Wood burning stoves 
 
There are lots of things you can do to live in a more environmentally friendly way.  You could buy a 
house close to work or bus routes so you don’t have to drive.  You can donate old building supplies 
whenever you make a renovation (or use other people’s old supplies). 
 
As environmentally friendly technology continues to advance, there is sure to be lots more options in 
the future to help out our planet. 

 
 
Owning Versus Renting 
We have seen that the costs of buying and maintaining a house are significant.  A financial advisor will 
always advise you to buy a house, not rent – but there are benefits to both buying AND renting that 
you should be familiar with. 
 
Benefits of renting 
No property tax bill, no large down payment, most maintenance costs are not your responsibility, it is 
easier to re-locate (because the financial commitment is usually 1 year or less), utility costs are lower, 
insurance costs are lower and, in some cases, you may have access to amenities (pool, weight room, 
tennis court, etc.) 
 
Benefits of owning 
ability to personalize your living space, modify or create your own residence, provide a more 
permanent place to raise children, opportunity to build equity. 
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Practice Assignment 8 
 
1. Explain three jobs that would be considered preventative maintenance for a house. 

 

Preventative Maintenance Explanation 

  

  

  

 
 
2. Describe three jobs that would be considered emergency repair for a house. 
 
 
3. Complete the chart, giving at least three advantages and three disadvantages of renting vs. owning 

a home. 

 Renting a Home Owning a Home 

Advantages   

  

  

  

  

  

  

Disadvantage 

  

  

  

  

  

  

 
 
4. a)  State a specific example of an energy efficient option for a home. 

b)  State one advantage and one disadvantage for the option you chose in part a). 
 
 
5. List three types of recycled material that could be used in the construction of a new building. 
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Lesson Nine:  Unit Review 
 
This review is not meant to cover every single aspect of the outcomes presented in this unit.  It is 
meant as a refresher and a reminder only – when you are studying for the test you should look back at 
all of the examples and practice assignments completed throughout the unit. 
 
1. Joel wanted to get a mortgage to buy a house.  He figured out that his monthly payment for the 

house would be $900, the monthly heating bill was $85 and the property tax was $2300 annually.  
If his gross pay is $32 000 annually, find his GDSR and state whether or not the bank would give him 
the mortgage and why. 

 
2. Primrose Welsh is looking to purchase a house.  The house she wants costs $272 000, and she is 

prepared to make a 15% down payment. 
a) The bank offers Primrose a mortgage at 5.25% for 20 years.  Calculate Primrose’s monthly 

mortgage payment if the amortization rate for the loan is $6.71 per $1000 borrowed. 
b) Calculate the amount that Primrose will pay back to the bank over the life of the mortgage. 
c) Calculate the amount of interest Primrose will pay over the life of the mortgage. 

 
3. The Wallabies buy a house for $230 000 with a $50 000 down payment.  They take out a 25-year 

mortgage at 4.25% interest.  Their monthly payment is $972. 
a) Calculate the amount of interest that will be taken out of the first month’s payment. 
b) Fill out the mortgage schedule below for the first two months of the mortgage. 

 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
  

     

     

 
4. Sam is renting an apartment and wishes to purchase $100 000 of tenant’s insurance with 

comprehensive coverage and a $200 deductible.  Calculate his annual premium. 
 
5. Stacey just purchased a cottage near Hecla Island (AREA 4).  The replacement value of the cottage 

is $170 000.  She wishes to purchase standard insurance with a $500 deductible.  Calculate her 
annual premium. 

 
6. The Williams family live in a house that has an assessed value of $225 000.  The portion percentage 

for this type of property is 45%, and their property has 60 ft of frontage.  The municipal tax rate is 
9.13 mills.  The education tax is $1564.31.  They also have a local improvement levy for lane paving 
at $16.60 per foot.  They will also receive a provincial tax credit of $700.  Calculate the total 
amount of taxes due for the Williams’s property.  
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7. State four additional costs that people may incur when they are purchasing a house. 
 
8. Fiona is moving into a house that is valued at $240 000.  Use the table below to help you calculate 

the amount of land transfer tax owing on this property. 
 

Land Transfer Tax Table 

Value of Property Rate (%) Tax Amount ($) 

On the first $30 000 0%  

On the next $60 000 

(i.e., $30 001 to $90 000) 
0.5%  

On the next $60 000 

(i.e., $90 001 to $150 000) 
1.0%  

On the next $50 000 

(i.e., $150 001 to $200 000) 
1.5%  

On amounts in excess of $200 000 2.0%  

Total Land Transfer Tax Due:  

 
 
9. Arandeep is moving into a small house on November 1.  The previous owners have already paid 

$2150 for property tax for the year.  Calculate the amount of property tax that Arandeep would 
have to reimburse to the previous owners. 

 
10. State two examples of things a person should do for daily (regular) home maintenance. 
 
11. State one example of an emergency house repair, and explain why your choice would be 

considered an emergency. 
 

12. State three examples of energy efficient improvements a homeowner could make to their house. 
 
13. State two reasons why a person might want to rent a place to live instead of purchasing a house. 
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Practice Assignments Answer Keys 
 

Practice Assignment 1 
1.  $1152  2.  27.72% 
3.  The bank limits the GDSR to 32% to insure that 68% of the homeowner’s income is free to use for 

other things (like food).  If a person is spending more than 32% of their income on their house costs, 
they may not be able to keep paying their mortgage payment. 

4.  The bank will not grant Kelsey a mortgage because her GDSR of 46.60% is higher than 32%. 
5.  a)  28.43%      b)  The bank would consider the home affordable since the GDSR is less than 32% 
6.  a)  The bank forgot to divide the annual heating costs by 12.     b)  28.73% 
7.  $902  8.  $594  9.  $732 
 

Practice Assignment 2 
1.  $1039.50  2.  $1182.20  3.  a)  $411.35     b)  $74 043     c)  $26 543 
4.  a)  $250 560     b)  Answers will vary     c)  Lowering monthly payment makes total interest increase. 
5.  a)  $1087.20     b)  $80 928  
6.  a)  6.17     b)  $1234     c)  $96 160     d)  5.40     e)  $1080     f)  $124 000     g)  $27 840 
 h)  One reason might be a lower (more affordable) monthly payment. 
7.  Larger down payment, lower interest rate, shorter amortization period. 
8.  The amortization period is how long it will be until your mortgage is completely paid off.  The term 

is the length of the agreement with your current bank.  The term is typically shorter than the 
amortization period, until you get close to the “end” of your mortgage. 

9.  a)  $1260.24     b)  $1209.12 
 

Practice Assignment 3 
1.  $1180  2.  a)  $2233.23     b)  $1281.91     c)  $951.32  3.  $849.80 
4.   

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
$200 000 $70 000 

$1192 $875 $317 $199 683 $70 317 

$1192 $873.61 $318.39 $199 364.61 $70 635.39 

5.  a)  $1058.83     b)  below     c)  $154 099.74 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
$154 800 $17 200 

$1058.83 $709.50 $349.33 $154 450.67 $17 549.33 

$1058.83 $707.90 $350.93 $154 099.74 $17 900.26 
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Practice Assignment 4 
1.  Answers will vary but may include:  location , deductible level, amount of coverage, discounts. 
2.  The premium would be different for a tenant as they are only insuring their belongings, not the 

entire building. 
3.  The bank has made an investment (in YOU – they make money off of the interest you pay).  They 

want to make sure that their investment is protected. 
4.  $370.22  5.  $276.60  6.  $574.06  7.  $330.63 
8.  $932.18  9.  $1420.99  10.  a)  $665.01     b)  $6000 
 

Practice Assignment 5 
1.  $125 100  2.  $166 500  3.  $20 475 4.  $3696 5.  $4104  
6.  a) $103 950  b)   $9293.13  7.  $452.90 8.  $1881 
 

Practice Assignment 6 
1.  $1959.44  2.  $2641.56  3.  $3837.45 
4.  Answers may vary, but could include:  houses have different assessed values, frontage could be 

different. 
5.  $19 895  6.  2796.16 
 

Practice Assignment 7 
1.  Heating bill  2.  Answers will vary.  3.  i)  ongoing   ii)  one-time   iii)  one-time 
4.  Values (from top to bottom box):  $750, $1800, $3450   LTT due is $3450. 
5.  $1425  6.  $280   7.  $1156.25 
8.  a)  $48     b)  $800     c)  $1275     d)  $6073 
 

Practice Assignment 8 
Answers will be discussed in class. 
1.  Answers may vary, but could include: 

Preventative Maintenance Explanation 

Checking roof  -look for missing or broken shingles, clear debris (leaves, twigs, etc.)  

Caulking/weather stripping around 
windows 

- this ensures that the window is sealed properly against heat loss or water 
damage 

Repairing lifted sidewalk blocks - helps prevents people from tripping or falling/ makes sweeping and snow 
removal easier 

2.  Answers may vary, but could include:  Fixing a broken furnace in winter, repairing broken water 
pipes, replacing a  leaking hot water tank. 
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3.  Answers may vary, but could include: 

 Renting a Home Owning a Home 

Advantages   

 Don’t have to sell if you 
want to move 

 Monthly payment may be 
lower than mortgage 
payment 

 Only need to buy tenant’s 
insurance (cheaper) 

 You build equity 

 You can customize the 
house 

 Can move whenever you 
want 

Disadvantage 

 You do not build equity 

 Cannot customize the home 

 May have to move out if 
landlord does not renew 
lease 

 Mortgage payment may be 
more expensive 

 Responsible for yard, fence, 
outbuildings, furnace, 
appliances, etc. 

 Can be a hassle to sell 
house 

4.  a)  Answers will vary     b)  Answers will vary 
5.  Recycled windows, tile, doors.  Many other answers possible. 
 

Practice Assignment 9 
1.  His GDSR is 44.13%.  The bank would not give him the mortgage since the GDSR is over 32% 
2.  a)  $1551.35     b)  $372 324     c)  $141 124 
3.  a)  $637.50     b)  below 

   Unpaid Balance Equity 

Monthly 
Payment 

Interest  Principal Paid 
$180 000 $50 000 

$972 $637.50 $334.50 $179 665.50 $50 334.50 

$972 $636.32 $335.68 $179 329.82 $50 670.18 

4.  $696.20  5.  $866.70  6.  $2784.72 
7.  Answers will vary – choices are found in Lesson 7 (like “lawyer” or “moving costs”). 
8.  $2450  9.  $358.33 
10 – 13.  The answers to these questions will vary from person to person.  You can find more 
information in Lesson 8, and you can check with your teacher if you want to make sure your answer(s) 
to any of these questions is/are sufficient. 
 
 
 
 
 
 
 
 



 

 

Home Finance Outcomes Summary 
 
These are the outcomes we will be learning in this unit.  Check off each box once you 
feel confident with each outcome: 
 
 Calculate a person’s Gross Debt Service Ratio. 

o Explain how the GDSR can affect both the maximum mortgage payment 
and the maximum mortgage amount offered by a bank. 

 Calculate a monthly mortgage payment. 
o Calculate the total amount of interest paid on a mortgage. 

 Fill in a mortgage schedule for a minimum of three months. 
o Calculate the interest due and payment on principal for a single month at a 

time. 
 Calculate property insurance for a tenant or a homeowner. 

o Be able to distinguish how differences in area, type of insurance, and 
deductible chosen affect the cost. 

o Calculate insurance premiums when the insured amount is higher than 
what is shown on the table provided. 

 Calculate the portioned value of a property when given the assessed value and 
the portion percentage for that property type. 

 Calculate the municipal property tax due for a given property. 
 Calculate the total property tax due for a given property. 

o Include all taxes, credits, and local improvements. 
 State and describe additional costs when purchasing a home. 

o Calculate the land transfer tax due on a new property. 
o Calculate the property insurance adjustment for a portion of a year. 
o Calculate the property tax adjustment for a portion of a year. 

 Distinguish between “one time” and “ongoing” costs involved in the upkeep of a 
home. 

 Distinguish between preventative maintenance and emergency repair on a 
property. 

 
  



 

 

Ongoing Self-Assessment for Mathematics Students 
 
Understanding 
How confident are you in your ability to demonstrate understanding of the outcomes of 
this unit? 
  
 My ability to demonstrate understanding is a:  STRENGTH      CHALLENGE  
 

Attendance 
Did you have consistently good attendance during this unit? 
 

 My attendance is a:  STRENGTH      CHALLENGE  
 

Out of Class Practice 
Did you feel that when you needed to practice a math skill outside of class, you were 
able to do so? 
 

 My ability to practice outside of class time is a:  STRENGTH      CHALLENGE  
 

 

Accessing Help 
If you answered CHALLENGE to any of the questions above, consider the following 
options for accessing help in order to be more successful in this course: 
 

 Talk to your TEACHER.  

 Make time to visit the RESOURCE ROOM (ROOM 104).   

 Get help / support / materials from a CLASSMATE.   

 Use any resources provided on a CLASS BLOG (if available).   
   
You have completed a unit in this Math course. Please take some time to reflect on 
your thoughts regarding your academic strengths and challenges as they relate to the 
outcomes of this unit. You can also reflect on any previous outcomes of this course.  
 
__________________________________________________________________ 
 
__________________________________________________________________ 
 
 
 
 


