
Given the trying times, we are 
seeing a large number of homes 
that are being sold by power of 
sale.  On some occasions, these 
properties could have been sold by agents 
on behalf of a client prior to the property 
going power of sale using a technique 
called a "Short Sale".  A Short Sale 
occurs when there is insufficient equity in 
the property to pay out the existing 
mortgages, taxes, registered liens, 
commissions, and legal fees.
 
When arranging a Short 
Sale, there are ways to protect 
your client, your commissions, and 
be assured the transaction closing 
without issues:  The following steps 
should be followed if you are selling a 
property for a client and you have 
suspicions that there may be a shortfall 
on closing to pay out the necessary debts 
of the seller.
 
Determine the debts of the client:  
This can be done by obtaining a 
statement of taxes from the seller to 
confirm they are up to date and by 

searching title to the property owned by 
the seller. We receive numerous requests 
from agents requesting a search title of a 
property prior to an agent listing a 
property for sale. We are happy to do a 
search for you.
 
Contact the mortgagee:  If the search 
of title reveals that there may be a 
shortfall, contact the existing mortgagees 
and ask whether or not they would be 
willing to accept a reduced payout 
amount.  You'd be surprised at how many 
times a mortgagee would be willing to do 
this, especially in cases when the seller is 
already in arrears, or if the property is 
about to go power of sale.  If the 
mortgagee is willing to accept a reduced 
payout, you must get it in writing from 
the lender to ensure a smooth closing.
 
Get a large deposit from the buyer:  
If you end up getting an accepted offer, 
you must get a large deposit from the 
buyer's agent.  The deposit should be 
sufficient to cover the total commissions 
payable.  That way, on closing, your 
commissions are protected.
 

When there is insufficient equity to pay 
commissions, the mortgages, liens, 
or outstanding taxes, we always take 

every step possible to negotiate 
reductions in the balances owing to the 
creditors, in order to protect the 
commissions for the agents.  However, 
sometimes the registered mortgages or 
lien holders will refuse to reduce the 
balances owed to them, and if that's the 
case, the commissions payable on closing 
may be significantly reduced.  As such, 
by taking the above steps, you 
could protect your commissions, 
ensure the transaction closes, and 
save your client's credit by 
preventing a power of sale.
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