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Hello September!

This month we are covering what you need to know about condition-free offers, plus since
the kids are headed back to school, now is a great time to teach them about money.
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Market Beware: Condition-Free Offers

When it comes to purchasing a home, most offers include “conditions” (or "subjects” if you
are in the pravinces of British Columbia or Manitoba), which are requirements or criteria to
be met before the sale can be finalized and the property is transferred,

Some of the most common conditions include:

» Financing appraval

= Home inspection

= Firefhome insurance protection

+ Strata documant review if applicable

The purpose of these conditions is to protect the buyer from making a poor investment and
ensure that there are no hidden surprises when it comes to financing, Insurance, or the
state of the property.

These conditions are written up In the purchase offer with a date of removal. This is agreed
to by the seller before the sale is finalized, Assuming the conditions are lifted by the date of
removal, the sale can go through, If the conditions are not fited (perhaps financing falls
through or something is revealed during the home inspection), the buyer can waive the offer
and the purchase becomes void.

In some cases, homebuyers choose to approach an offer without conditions. Below we
have outlined the impact of what this means for buyers and sellers to help you better
understand the risks and outcomes:

Pros of Condition-free Offers

Buyers: The main benefit of a condition-free offer for a buyer is the abifity to “beat
the competition” in & heated market, However, it is not without risks.

Sellers: Typically, a condition-free offer will include a competitive price, willingness
to work with the dates the seller prefers, and evidence that the buyer has already
done as much research as possible. If time is sensitive for the seller because they
are trying to purchase another home or want to move as soon as possible, they
may also choose your offer over conditions offers to expedite the process,

Cons of Condition-free Offers

« Buyers: As a buyer submitting a condition-free offer, you are assuming a great
deal of risk In several areas including financing, inspection, and insurance:

« Finaneing: While huyers may feel that they have a pre-approval and so they don't require a
condition to financing, it is important to gnize that a pre-app iis nota of
financing. If you are submitting a condition-free purchase based on a pre-approval, buyer
beware. The financing is subject to the lender approving the property and the sale; from the
price ‘and location to type of property or other variables the lender deems important. By
submitting a condition-free offer without a financing guarantee (or an inspection. fitle check,
etc.). there is a risk that the deal can fall through. Even when you do not include conditions on
the offer, you still are required to finance your purchase. In addition, as deals are submitted
typically with a deposit, there is a risk that if the condition-free offer falls through the buyer will
lose their deposit. This amount can range vary in the thousands and is typically a percentage
of the purchase price or down payment.

Inspection & Insurance: If a buyer is also opting 1o skip the home inspection and home
insurance protection conditions to have the offer accepled. then they assume huge risk as they
do not know what they are getting and whether or not the property |5 up to code for insurance.
Due Diligence: With condition-free offers, there is no opportunity for due diligence aler the
offer has been made, This requires the buyer to do all their research before their initial bid,
Because It is firm and binding, a buyer who decides to back out will likely be met with serious
legal ramifications. Submitting an offer without conditions is not due diligence and It is at the
buyer's bahest,

For Sellers: When it comes to the individual selling the property, there is less risk with condition-free
offers but not zero. While the benefit is essentially there is no wait to accept the offer on the seller's side,
they do not know for sure if financing will come through.

Financing Around Condition-free Offers

When submitting a condition-free offer, it is essentially up to the buyer to do as much due
diligence as possible before submitting. They will need to identify what the lender is looking
for to make sure they walk away with a mortgage. Though approval is never certain,
prospective buyers placing a condition-free offer should do their very best to secure
financing beforehand.

Contractual Obligations

Be mindful when it comes to purchasing offers versus purchase agreements. While your
purchase offer is a written proposal to purchase, the purchase agreement is a full contract
between the buyer and seller. The purchase offer acts as a letter of intent, setling the terms
you propose to buy the home. If financing falls through, fer example, then the contract is
breached and this is where the buyer may lose the deposit.

It s also important to be aware of a breach of contract in the event that a seller chooses to
take action. For example, if you submit a condition-free offer of $500,000 and cannot secure
financing for that offer and the seller turns around and is only able (o get a $400,000 deal
with another buyer, they could potentially sue the initial buyer for the difference due to
breach of contract.

Preparing a Condition-free Offer

If you have decided to go ahead with a condition-free offer, regardiess of tha risks, there are
some things you can do to mitigate potential Issues, including:

Get Pre-Approved: Again, this is not a guarantee of financing when you do make
an offer, but it can help you determine whether you would be approved or nol.
Financing Review: |dentify what the lender is looking for to make sure they walk
away with a morigage. Though approval is never certain, prospective buyers
placing a condition-free offer should do their very best to secure financing
beforehand.

Do Your Due Diligence: Look into the property and determine if there have been
major renovations or a history of damage. This could come in the form of

a Property Disclosure Statement. While this statement cannot substitute a proper
inspection, it can help identify potential issues or areas of concern. if possible,
conduct an Inspection before submitting your bid/offer.

Get Legal Advice: This can help you determine your potential risk and
ramifications of the offer should it be accepted, or otherwise.

Title Review: Be sure to review the title of the property.

Insurance: Confirm that you are able to purchase insurance for the home. Keep in
mind, an inspection may be required for this but in some cases, you can substitute
for a depreciation report if it is recent.

Strata D ts (if applicable): Thoroughly review strata meeting minutes and
any related documents to determine areas of concem.

While there are things that can be done to help with condition-free offers, it is still risky.
Ultimately submitting an offer with conditions gives you the time and ability to gather
information on the above, as well as access o the property or home for inspections.

If you are intent on submitting a condition-free offer, be sure to discuss it with your real
estate agent as they can determine if a condition-free offer is necessary, or if perhaps a
short closing window would suffice to seal the deal. A good realtor will keep you Informed of
potential interest and other bids during the process as well. Their goal should be to
maximize your opportunity and minimize your risk. In addition, before making any offers, be
sure to contact me to discuss your mortgage and financing so you can make the best
decislon.
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Back to School: Teaching Kids About Money

Financial independence is a critical skill for future success that your children will not leam
anywhere else. Not only does financial literacy help your children have more success in life,
but It allows them to move out sooner and it aveids delaying your retirement with additional
expenses o support them,

S0, how do you teach your children about money?

. Review Your Attitude Towards Money: Tha first and most important thing is to
examine your own attitude towards money. Are you a penny pincher? Frivolous
spender? Do you buy on impulse, or take a long time to make a purchase? How
much debt do you have? Your financial habits will shape your children, To ensure that
you are setting them up for their best financial future, parents need to consider what
messages they are sending with their own money habits,

. Give Your Children an Allowance: Providing an allowance to your children
(especially one in exchange for chores) is an age-old way of teaching your kids about
money. A good guideline is $1.00 per year of your child's age. For a 10-year-old, this
would be 310 per week.

. Teach Your Child to Save: If you are giving your child $10 per week in allowance for
chores, encourage them to put even just $1 per week into a piggy bank. In six
months, show them how much money they have saved and talk to them about why it
is important, and what they can do with that larger amount now.

. Encourage Kids to Think Before They Buy: While it's hard 1o get & 10-year-old

excited about an RRSF, there are other ways to help them plan ahead. One is to

encourage them to think about their purchases before they commit. They saw a toy
on TV and they have to have it - teach them about how advertisements are designed
to make you want something. Ask them to wait a week. Do they still want it?

Involve Your Children in the Family Finances: It is more valuable than you might

think to let your kids see and hear you discuss financial planning; let them be part of

opaning and paying bills or planning vacations. Explain why and how much you pay
for certain things and discuss affordable choices. This helps them be part of the
conversation and will work to instill a sense of financial responsibility as they grow up.
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Remember, you are the best example to your children about money. Don't be afraid to
share the ups and downs with them. Be patient with your kids, but don't give up! The best
thing you can do as a parent is to promaote financial security and independence.
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