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MATERIAL RISKS DISCLOSURE		      APPF-__________	
This document will indicate and explain the risks associated with the financing being arranged. The following specific risks associated with this particular transaction have been discussed and are fully understood by the borrower(s):

	
	MATERIAL RISK
	INITIALS

	
	Arrears or Default: In the event of late payments or non-payment the lender can exercise their right to recover their funds through the process of foreclosure or power of sale. If such proceedings are started you could be responsible for any costs such as legal costs, maintenance costs, or administrative costs that the lender incurs in addition to the outstanding balance owed plus accrued interest, discharge and processing fees, and prepayment penalties. 
	

	
	Prepayment Penalties: If the mortgage is paid out prior to the maturity date a penalty may be applicable. The amount of the penalty can be based on a calculation or either (a) an Interest Rate Differential (IRD); (b) three (3) months of interest; (c) a set percentage of the outstanding balance (d) a set dollar amount or administrative fee. It is highly recommended that the lender always be contacted prior to early payout to determine the amount. It is also important to understand that prepayment penalties are subject to change and can be impacted by various factors for example changes in current rates, the number of months till maturity, the balance, and/or the rate of the equivalent remaining term to name a few.

	

	
	Extended Amortization: The mortgage being recommended has an extended amortization of 30 years. If you do not reduce this amortization period on renewal of the mortgage, you will pay substantially more in interest over the lifetime of this mortgage than you would on a mortgage with a 25-year amortization. If you decide to keep the extended amortization over the life of this mortgage and do not make any additional prepayments, you will pay significantly more than you would have on a mortgage with a 25-year amortization.
	

	
	Shortened Amortization: The mortgage being recommended has an amortization period less than that for which you qualify. While this will decrease the amount of interest that you pay the lender over the life of this mortgage, you may be at risk of financial hardship due to the impact of a higher mortgage payment on your cash flow. If your financial situation changes during the term of this mortgage and you are unable to meet your payment obligations you may not be able to decrease your mortgage payment without refinancing this mortgage, which may result in additional costs to you such as prepayment penalties, legal fees and/or other cost associated with refinancing.
	

	
	High TDS Ratio: The mortgage being recommended allows you to have a higher total debt service ratio than typically allowed in the mortgage industry. By having a high total debt service ratio you may be at risk of financial hardship due to a reduced amount of cash flow and /or disposable income than you would have had if you had taken a mortgage with lower payments and /or if you had fewer monthly obligations.

	

	
	Interest-Only Mortgage: The mortgage being recommended is an interest-only mortgage. This means that you will not be reducing the amount of your outstanding principal during the term of this mortgage, resulting in the same amount owing at the end of the term as was borrowed at the beginning of the term. By not reducing the principal outstanding, you may be at risk of having less equity in your property than you would have had if you had taken an amortized mortgage if the value of your property remains the same or decreases.
	

	
	Interest-Only Line of Credit: The product being recommended is an interest-only line of credit. This means that the minimum payment due monthly is the interest only, as such you will not be reducing the amount of your outstanding principal if only the minimum payments are made. By not reducing the principal outstanding, you may be at risk of having less equity in your property than you would have had if you had taken an amortized mortgage if the value of your property remains the same or decreases. This may not be the case if you have or add a fixed portion on some or all of the outstanding balances.
	

	INITIALS:                    

	
	Line of Credit with a Fixed Rate Portion(s): The product being recommended consists of an interest-only line of credit with at least one fixed portion (sometimes called a sub account or a locked-in portion) that operates like a standard mortgage product. Depending on the product and loan to value the available credit on the line of credit could increase by paying down the principal on the fixed portion(s). The payment on the fixed portion(s) have an amortized payment which means you have a committed payment of principal and interest which would typically be more than the interest only payment if funded were not in a fixed portion, as such this can affect your cash flows. The minimum payment of the line of credit portion (sometimes called a revolving portion) is interest only based on the outstanding balance calculated daily and charged monthly. By paying interest only you will not be reducing the balance owing. By not reducing the principal outstanding, you may be at risk of having less equity in your property than you would have had if you had taken an amortized mortgage if the value of your property remains the same or decreases. This may not be the case if you have or add a fixed portion on some or all of the outstanding balances.
	

	
	Private Mortgage: There a risks to a borrower that can be associated with private mortgages which can include but not be limited to (1) the lender may be primarily focused with the property as a qualifying factor with only secondary consideration to the borrower’s finance situation (2) rates that are high due to the high risk the lender assumes which could results in higher payments affecting the borrower’s cash flow (3) additional costs such as lender and broker fees, administrative, processing and/or additional legal fees (4) changes in the lender(s) financial position and/or risk tolerance can prompt early redemption of the mortgage funds (5) private lenders can initiate power of sale or foreclosure quicker than institutional lenders in the event of arrears or default (6) most private lenders only offer shorter term financing (a year or two) after which if the borrower cannot obtain institutional financing may have to stay indefinitely in short term, higher rate private mortgages (7) many private mortgages are interest only (see Interest Only Mortgage section herein) which will result in no repayment of principal over the term of the mortgage. While these risks are the most typical risks associated with private mortgages there could be additional risks based on the specifics of the lender and their term. It is always recommended that the borrower consult their legal representative to determine if any additional risks are present.
	

	
	Cash Back Option: The mortgage being recommended has a cash back option which provides you with a lump sum of cash on closing. This option may put you at risk of having to repay some or this entire amount if you repay, refinance or transfer this mortgage prior to the end of the term. Additionally, the interest rate for a mortgage with a cash back feature may be higher than that of a mortgage without it which would increase your payments and interest cost.
	

	
	B20 Non-Complaint Approval: The mortgage being recommended is qualified based on criteria that are not compliant with B-20 federal guidelines; as such there are limited lenders that will underwrite mortgages under the non-compliant rules. This can result in limited or no options to refinance or transfer this mortgage to other lenders at a future time.
	

	
	Accelerated Mortgage Payment: The mortgage being recommended has an accelerated mortgage payment, which is a payment that is higher than that of a non-accelerated mortgage payment. This may put you at risk of financial hardship due to a reduced amount of cash flow and/or disposable income than you would have had if you had taken a mortgage with lower payments.
	

	
	Collateral Charge: The mortgage being recommended is registered as a collateral charge. Unlike a standard (conventional) charge, a collateral charge can be registered for an amount equal to or greater than the financing amount being approved/advanced. Therefore, in the future you could borrow more money through a mortgage, line of credit, credit card, or loan without additional legal & registration costs, however a default on any of those could constitute a default on the mortgage. This could limit the amount of additional financing you can get from the same or other lenders and/or could affect the rate that you may get and/or have additional costs if switching to a different lender.
	

	
INITIALS:                    	

	
	Variable Rate Mortgage: The mortgage being recommended is a variable rate mortgage. This type of mortgage is one where changes in the lender’s prime rate will change the amount from your payment that goes towards interest and principal while keeping the payment static. There are risks to this type of mortgage including the possibility of the interest rate rising without notice, based on market conditions. To prevent the possibility of negative amortization, an increase in the interest rate may require you to increase the amount of your periodic payment when the rate approaches the lender’s trigger rate; reduce the total amount of the loan then owing by making a lump sum payment sufficient to reduce such total amount to a point below the designated amount; or convert the mortgage to a fixed rate mortgage having equal monthly payments. If you are unable to take any of these actions then the mortgage, at the lender’s option, may immediately become due and payable. You can convert to a fixed mortgage based on the lender’s policy which in most cases is the greater of 3 years or the remaining term of the mortgage.
	

	
	Adjustable Rate Mortgage: The mortgage being recommended is an adjustable rate mortgage. There are risks to this type of mortgage including the possibility of the interest rate rising without notice, based on market conditions. In cases of changes to the lender’s prime rate, your interest rate will change accordingly and so will your payment to ensure you are paying down your mortgage at the same pace based on the amortization at the start of the term. In an increasing rate situation, the increased payment can affect your cash flow and budgeting which could make the affordability of your mortgage difficult. You can convert to a fixed mortgage based on the lender’s policy which in most cases is the greater of 3 years or the remaining term of the mortgage. Other options to maintain your payment could include reducing the total amount of the loan owing by making a lump sum payment sufficient to reduce such total amount to a point below the designated amount. If you are unable to take any of these actions then the mortgage, at the lender’s option, may immediately become due and payable.
	

	
	Bona-fide Sale: The mortgage being recommended is closed. This means that you can only repay the mortgage before the term expires if you sell your property. You cannot refinance the mortgage prior to the expiration of the term. This option may put you at risk of not being able to refinance this mortgage if interest rates decrease, if you wish to refinance your mortgage with another lender during the term, or if you need to repay this mortgage for any other reason other than the sale of the property during the term of this mortgage.
	

	
	Non-Portable / Non-Blendable: The mortgage being recommended does not have portability and/or rate blending options. This means that if the current property is sold, the mortgage cannot be ported to another property and can only be paid out which will incur pre-payment penalties. In many cases variable rate mortgages are not portable; however, there are some fixed mortgage products that do not have a portability feature. 
	

	
	Property Tax Holdback: The lender for the mortgage being recommended requires a holdback from the advance of funds as security to ensure there are no property tax arrears. As such, there could be a shortfall at closing that your will need to cover. The lender may, at their sole discretion, refund the hold back to your at a later date or apply it to the mortgage balance if not used to cover outstanding property taxes. You are advised to budget for this to ensure adequate cash flow.
	

	
	Property Tax Installments: The lender for the mortgage being recommend requires that they collect the property taxes to be remitted on the municipality. Some lenders will collect installments for a period of time from the advance of the mortgage funds till the end of the year to be used toward the next year’s installment payment. During that time you will be required to also make any property tax payments due until the lender starts remitting payments in the new year. The amount collected by the lender is not always 1/12th of the annual taxes, but maybe calculated on a formula based on then the mortgage started and when the next payment is due to the municipality. You are advised to budget for this to ensure adequate cash flow.
	

	
	Non-Renewal At Maturity: A risk on the mortgage being recommended is that on maturity the lender may choose not to offer a renewal. This is often in the cases of private mortgages; however can also result from missed or late payments or a change in the borrowers’ financial situation or credit. In the event of non-renewal, the mortgage will have to be paid out in full or transferred or refinanced with another lender which can result in additional fees.
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	Reverse Mortgage: The mortgage being recommended is a reverse mortgage. This means that you will not be reducing the amount of your outstanding principal or paying interest during the term of this mortgage, resulting in the interest owing being added to the final payout balance. By not reducing the principal outstanding & having the interest accrued and added to the principal, you may be at risk of having less equity in your property than you would have had if you had taken an amortized mortgage even if the value of your property changes.
	

	
	Existing Lender Consent: Some lenders on title may require that their consent be granted for additional mortgages to be registered behind their charge. The homeowner is responsible to obtain such consent if necessary. Failure to do so may affect the existing mortgage and that of the new mortgage being registered. If an existing lender refuses consent or triggers full repayment any mortgages on title, any and all cost will be yours. 
	



	
	Disbursement of Funds: The net proceeds from refinances, equity take-outs, and/ or private mortgages as approximated based on information available at the time of calculation. The borrower acknowledges that the final net proceeds are calculated by their lawyer and disclosed on the trust ledger or statement of adjustments and may vary from the amount calculated by the mortgage agent/ broker. 
	

	
	Failure to abide by terms and conditions of the Standard Charge Terms:  Every mortgage has terms and conditions which a borrower must abide by. You understand that this mortgage contains a set of standard Charge Terms that govern your rights and obligations under this mortgage contract. There is a risk to you if you fail to meet these obligations which may include penalties assessed by the lender or an action to remedy the contravention by the lender’s use of the power of sale process.
	



ADDITIONAL DISCLOSURES: The following in included as additional disclosures that may or not apply to the specific mortgage being arranged, however, it is prudent to disclose these to ensure that borrowers are aware in the event that it could apply to them in a future time.		
												INITIALS
	If my circumstances change prior to my closing, I may not qualify for the mortgage, even if the conditions of the mortgage have been met.
	

	For me to port, transfer, refinance or renew a mortgage, I may be required to re-qualify at that time.
	

	My mortgage may not be renewed at the end of the term under the same terms and conditions

	

	Service fees may be applicable for some administrative services provided by the lender, such as NSF fees, changing payments and other changes.
	

	If my mortgage is a variable rate mortgage, and if I “lock in” to a fixed rate mortgage later on, I will be locking into interest rates that are available at that time and not necessarily those interest rates available today.
	



By signing below I/we declare that the risks associated with the mortgage being recommended for me/us have been clearly explained and I/we understand these risks.
Borrower 1: _____________________________________                Date: ______________________
Borrower 2: _____________________________________                Date: ______________________
Borrower 3: _____________________________________                Date: ______________________
Borrower 4: _____________________________________                Date: ______________________
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