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Special Feature

I Can Afford 
That House
(Or Not) By Amy Ozamiz

BUYING YOUR FIRST HOME is not only a thrill, it’s also a lifestyle commitment 

and probably creating the largest debt you will ever take on. But when is large 

too large? How much house can you really afford?

That’s a tricky question with no easy answers. Your lender determines your eligibility 

for a loan through two simple calculations: 

The Gross Debt Service Ratio considers your monthly income versus 

your proposed new housing costs (including mortgage payments, property taxes 

and/or 50 per cent of condominium fees).

The Total Debt Service Ratio measures your gross monthly income 

versus your total debt obligations, such as loans, car payments and credit card bills.

These are useful loan eligibility indicators, but they don’t give you an accurate 

assessment of the mortgage amount you can realistically afford. Here are some 

tips to help make sure your dream home is a fi nancially comfortable fi t.

Look to the long-term. You’re going to be in your home for many years and your 

fi nancial obligations will change over time. Assess your current annual household 

income and consider the fi nancial impact of changes like having children or one 

day moving from a dual-income to single-income situation.

Look at all the costs. When you’re caught up in the home buying process, it’s 

easy to overlook costs like closing costs, homeowner’s insurance, home maintenance 

costs and even the new furniture you’ll need to buy. At the time of purchase, 

the assessed value of the home is typically increased to match the purchase 

price. If the previous assessed value was low, the new assessment can materially 

increase the amount of property tax you’ll have to pay versus what was paid by 

the previous owner.

Look at your purchase realistically. Once you’ve got an accurate fi x on the 

real cost of your dream home, consider the fi nancial trade-offs you’re willing 

to make. Maybe a smaller house would give you more lifestyle and spending 

fl exibility? Or are you willing to put your family on a tighter budget in order to 

afford a bigger home?

Look to your plan. Work with your professional advisor and a mortgage planning 

specialist to incorporate your housing costs into your overall, long-term fi nancial 

plan. Determine which mortgage options and payments work best for you. Look 

at your current spending and lifestyle, how your earning power will change over 

time and how much you’ll need to save for retirement.

Following the steps above, you’ll feel perfectly comfortable in your new home. 

You’ll feel safe in the knowledge it’s a home you can really afford, both now and 

in the future.

This article was written by Amy Ozamiz, Division Director, Investors Group. 

She can be reached via telephone at (905) 306-0031 ext. 216 or by e-mail at 

amy.ozamiz@investorsgroup.com

Year-End Tax Tips For Small 
Business Owners By Ali Raza Jaffer, CGA

HAVE YOU EVER WONDERED why a profi t and loss statement may be positive, 

but the business is still struggling to meet its cash fl ow obligations? The answer 

lies in the bank statement of any business. Month-end procedures result in a 

few accounting adjustments, but often overlooked are items in the balance sheet 

and income statement that can make it or break it for a small to medium sized 

enterprise (SME). 

Cash fl ow is defi ned as the money coming in (infl ows) less the money 

going out (outfl ows). A simple way to analyze the cash fl ow in a business is 

by reviewing accounts receivable collection period (in days), inventory turnover, 

monthly budget variances and headcount overages. This can be accomplished via 

a simple spreadsheet or larger enterprise accounting applications. 

Here are some tips on how to overcome some of these cash fl ow issues:

1. Receivables: ensure procedures are in place to collect receivables on a timely basis.

2. Payables: take advantage of all discounts from vendors and do not make payments earlier than required.

3. Prepare monthly and annual budgets and forecasts and measure the variances to actual.

4. Review controllable expenses such as supplies, utility plans and postage or courier costs.

5. Develop a monthly key driver dashboard. This will identify any changes to key indicators for the business immediately.

6. Inventory levels should be at moderate levels. A business should not have too high or too low inventory levels. 

7. Invest excess cash within the corporation. There are many investment options available to ensure lower tax rates are maintained and most investment 

vehicles will pay higher returns than a typical bank account.

8. Seek three quotes on every purchase. Comparing different quotes will ensure certain items are not overlooked on any purchase.

9. Set short-term and long-term goals ensuring they are realistic and achievable.

And most importantly:

10. Ensure you are taking advantage of all tax deductions and often overlooked credits available for entrepreneurs. 

One may wonder why simplifying the monthly cash fl ow cycle can ensure long term success of any SME. These are only a few of the ideas. The key is ensuring a 

conservative but realistic approach in measuring the cash fl ow of the business.

This article was written by Ali Raza Jaffer, CGA, President, AR Jaffer Professional Corporation. For more information please visit www.alicga.ca or call (905) 629-7720
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is one of the biggest 
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Ensure compliance and reduce the risk of audits and 
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seminars from Canadian Payroll Association (CPA).

CPA offers seminars for all levels from beginner to advanced. On 

a variety of topics covering Learning Payroll, Taxable Benefits, 

Employment Standards, Pensions and more. Check our calendar for 

a seminar in your area.

Learn more at payroll.ca. 

Call 416-487-3380 ext 118 or 1-800-387-4693 ext 118.

Become a CPA member and get preferred rates on seminars. Stay Current Stay Compliant 
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