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GRADE 12 ESSENTIAL 
UNIT F - HOUSE FINANCE 
UNIT REVIEW 
 
MULTIPLE CHOICE 
 
1. Ethan’s gross monthly income is $4,869. He has no debts. What is the 
maximum amount that Ethan can afford for monthly housing costs? Use the 
Gross Debt Service Ratio (GDSR). 
 
 A. $1558.08  B. $1200.00  C. $4869.00  D. $1947.60 
 
2. Which costs are called housing costs when determining debt service 
ratios? 
 

A. mortgage payment + property taxes  
B. only mortgage costs 
C. mortgage payment + property taxes + heating costs 
D. mortgage payment + utility costs 
 

3. Ingrid and Jesse want to buy a home that costs $235 000. They need 5% 
of the purchase price for the minimum down payment. How much will they 
need for the down payment? 
 

A. $11 750  B. $1175  C. $5000  D. $205 000 
 
4. Which closing cost helps home buyers identify repairs they might need to 
make in a home they plan to buy? 
 

A. moving expenses   B. home inspection  
C. lawyer’s fees    D. house insurance 

 
5. Which closing cost will protect the buyer for property damage or theft? 
 

A. land transfer tax   B. lawyer’s fees  
C. home inspection   D. house insurance 
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6. Hudson takes possession of his new home on Aug 1. The property tax is 
$2430/yr. The vendors have already paid the property tax for the year. How 
much must Hudson pay for his share of the tax when the deal closes? 
 

A. $1417.50   B. $1215.00    C. $202.50   D. $1012.50 
 
7. Which of these factors could affect the cost of home insurance? 
 

A. the location of your home 
B. the distance to the nearest fire station 
C. the age of your home 
D. all of the above 

 
8. Riley wants to buy a house in Thompson that costs $174 000. How much 
is the land transfer tax? 
 

Manitoba Land Transfer Tax 
 

Value of property 
 

Rate 

on the first $30 000 0% 

on the next $60 000 ($30 001 to $90 
000) 

0.5% 

on the next $60 000 ($90 001 to 
$150 000) 

1% 

on the next $50 000 ($150 001 to 
$200 000) 

1.5% 

over $200 000 2% 

 
A. $1260.00   B. $1062.50   C. $1650.00   D. $10 625.00 
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9.  The interest rate for Debbie and 
Mark’s mortgage is 2.45%. They can 
choose a 20 yr or a 25 yr 
amortization period. How much less 
is the interest cost for the shorter 
amortization period?  
 

A. $5387.55   
 
B. $17 483 
 
C. The interest cost is the same 
for both amortization periods. 
 
D. $196.54 

 
 
 

 

 
10. Why might someone choose a long amortization period for a mortgage 
loan instead of a short one? 
 

A. The mortgage payments are lower. 
B. The borrower will pay less interest over the life of the loan. 
C. Banks reduce the interest rates for longer amortization periods. 
D. The loan can be paid off more quickly. 

 
11. What changes when you increase the down payment for a mortgage 
loan? 
 

A. If the down payment is more than 10% of the purchase price, you do 
not need to pay mortgage default insurance. 
B. Nothing changes. The loan terms remain exactly the same. 
C. You borrow more money so your payment increases and you pay 
more interest over the loan period. 
D. You borrow less money so your payment decreases and you pay less 
interest over the loan period. 
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12. Sasha needs to borrow $210 000 for a 
mortgage. The online calculators show 
interest rates from two different lenders. 
How much money will Sasha save in 1 yr if 
she chooses the lower interest rate? 
 
 A. $82 001.96  B. $2.40   
 
 C. $11305.20  D. $3280.08 
 

 
 
13. Which of these is a benefit of owning a home instead of renting? 
 

A. You do not need to pay property taxes directly. 
B. It costs less for maintenance and repairs. 
C. You can use the equity in your home as an asset to borrow money. 
D. It is easier to move if you get a job in another location. 

 
 
14. Brad and Janet's home is assessed at $227 750. 

• Their property taxes are based on 35% of the assessed value. 
• The mill rate is 10.075 for municipal taxes and 13.095 for school-
division taxes.  
 
How much are the property taxes on their home? 
 
A. $1309.26   B. $79 712.50  
C. $5430.50   D. $1846.93 
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15. Which statement best describes how a mortgage changes as the 
amortization period progresses? 
 

A. You repay increasing amounts of the principal each year because you 
have less interest to pay as the balance decreases. 
B. You pay increasing amounts of interest each year because the 
principal keeps increasing. 
C. Your regular payment decreases every year. 
D. Your regular payment increases every year. 
 

 
OPEN Answer 
 
1. Manny has just moved into an apartment block. How much will he have to 
pay per year to insure his belongings for $65 000 per year with 
Comprehensive coverage and a $200 deductible?  (Tables at end) 
 
 
 
 
 
 
2. The Johnson’s have purchased a house with a replacement value of $215 
000. They want a Comprehensive policy and live in a town with the nearest 
fire station 4 kilometres away. (Area 3). Find their premium if they choose a 
$500 deductible. 
 
 
 
 
 
3. Anne takes out a mortgage of $165 000 from the bank for 20 years at 
5.5%. What is her monthly payment? 
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4. Al borrows $155 000 at 6.25%. What interest will he pay in the first month? 
 
 
 
 
 
5. Larry pays $1037.00 per month on his mortgage. This month $251.62 
goes to equity. What will be the amount he pays towards the interest this 
month? 
 
 
 
 
 
6. Stephanie inherited a cottage from her uncle. The cottage has an 
assessed value of $175 000. Property taxes are based on a portioned 
assessment of 47.2% of the assessed value. What is the portioned 
assessment of Stephanie's cottage? 
 
 
 
 
 
7. The budget requirement for Warren, Manitoba is $2 660 000. The taxable 
portioned assessment of the town is $75 000 000. What is the mill rate for 
Warren properties? 
 
 
 
 
 
 

 
 
8. Why does it make sense to look for a home that costs less than the 
maximum amount you can afford? 
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9. What happens to the amount of interest you pay on a mortgage loan when 
you increase the down payment? Explain. 
 
 
 
 
 
 
 
10. Shauna owns a house that has an assessed value of $289 500. 

• The residential property taxes are based on 45% of the assessed 
value. 
• The mill rate is 15.48 for municipal taxes and 12.9 for school-division 
taxes. 

How much does Shauna pay each year for property taxes? 
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11. Complete the first 2 months of the following mortgage spreadsheet given 
that Margo purchased her home for $215 000 and placed a $55 000 down 
payment. She borrowed the rest from the bank at a rate of 4.75% for 25 
years. 

Selling Price:_______________ Down Payment:_________________ 
Principal:__________________ Interest Rate:_________________ 
Amortization Period:_________ Monthly Payment:_______________ 

 
Payment 

 # 
Due 
Date 

Monthly 
Mortgage 
Payment 

Interest 
Portion 
(month) 

Principal 
Portion 
(month) 

Unpaid 
Balance 

(SellingPrice-
Down Payment) 

Owner’s 
Equity 

(Principal 
Paid + 
Down 

Payment) 

   (Rate x 
Balance÷12) 

(Payment – 
Interest) 

(Previous  
Balance-Principal) 

(Previous  
Balance+ 
Principal) 

1 
 

      

2 
 

      

 
 
 
12. Karen wants to buy a house worth $190 000. She makes a down 
payment of $25 000. Monthly property taxes are $265 and heating costs are 
$195 per month. 

Calculate Karen’s Gross Debt Service Ratio if her gross monthly income 
is $3,200 and her bank is offering 4.75% over 20 years. 
 
Can Karen afford this house? 

 
 
 
 
 
 
 
 
13. Mr. Johnson's family has decided to buy a larger home for work 
purposes, and the date of possession is March 1. The price of the home is 
$185 000 and he has $50 000 as a down payment. The following additional 
costs are related to the purchase of the home:  
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The Johnson's decide to have an inspection done on the home to ensure that 
there are not any issues with the structure of the building. The inspection fee 
is $400.00. The bank charges $150.00 for the mortgage application fee. The 
new home is appraised, and the fee is $250. 
The bank requires a land survey which costs $550. 
The legal fees are $575. The land transfer tax is calculated using the chart 
below.  
The interest adjustment that the Johnson's must pay is $498.03. The 
Johnson's will buy homeowner's insurance on the new home for $859, but 
will receive a refund of $500 from the previous home insurance policy. 
The previous owner had paid the entire year’s property taxes of $4,350, and 
the Johnson's will have to pay for their share of the taxes from March to 
December. 
The movers charged $1 200 for moving his furniture and other belongings, 
and the company he works for paid half of this. 
The family decided to install new carpets into part of the house at a cost of 
$2 400 plus PST and GST. The cost of hooking up telephone, TV and 
Internet are $195. 
Examine the Johnson family's situation and determine the additional costs for 
Mr. Johnson and his family.  
 

Manitoba Land Transfer Tax 

Value of property Rate 

on the first $30 000 0% 

on the next $60 000  
($30 001 to $90 000) 

0.5% 

on the next $60 000  
($90 001 to $150 000) 

1% 

on the next $50 000  
($150 001 to $200 000) 

1.5% 

over $200 000 
 

2% 

TOTAL LAND TRANSFER TAX  
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CLOSING COSTS TEMPLATE / CHECKLIST 

Initial Fees:   

Inspection Fee    

Mortgage 
Application Fee  

 
 

 

Appraisal Fee    

 Total Initial Fees: Total  

 

Lawyer’s 
Disbursement and 
Fees: 

  

*Land Transfer Tax    

Property Survey    

Other Legal 
Disbursements  

  

Legal Fees 
_______________ 

  

Total Lawyer’s Disbursement and Fees: 
Total 

_______________ 

Adjustments:  

Interest Adjustment    

*Property Tax 
Adjustment  

  

*Home Insurance 
Adjustment  

  

Total Adjustments: Total 
 

_______________ 

Other Additional Costs:  

Service Charges    

Moving Expenses    

Immediate 
Expenses  

  

Appliances    

Decorating Costs    

 
Total Other Additional Costs: Total 
 

________________ 

GRAND Total Closing Costs and Extras: 
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14. Maria decided to buy a house worth $175 000. The down payment will be 
$19 000 and the bank will finance the mortgage at 6.50% for 20 years. 
 

a) Determine Maria’s GDSR if the monthly property taxes are $320, the 
heating costs are $250 per month, and her gross monthly income is 
$4500. 
 
b) Unfortunately, there is a bidding war, several other families are 
making offers on the house so the price may go up!  Using the following 
chart, calculate the maximum affordable price. 

 

Template to calculate the maximum price of a house for a given 
monthly payment.  (Really just undoing the GDSR formula, doing 

algebra) 
 

Gross monthly household 
income: 

=   

Multiply: (Gross Debt Service 
Ratio)  

 x 0.32 

Total affordable household 
expenses 

=   

Subtract:   

Monthly property taxes  -  

Monthly heating costs  -   

Monthly affordable mortgage 
payment  

=   

 
Use a TVM Loan Calculator to 
determine the maximum price 
she can pay for the house if she 
has to make a higher bid. 
 
Do a hand-drawn ‘screenshot’ of 

the calculation  → 
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