























large sums of money are involved. But if helping
out a child means providing them with housing,
an option may be a “bare” trust, in which the child
becomes the “beneicial owner” while the parent
has legal title to hold the property. This allows the
parent to retain control over their asset in case a
child’s marriage breaks up or is pursued by creditors.

Hold a mortgage

If a child wishes to buy a home, you can take the
role of the bank — if you have the means — and lend
the child money through a registered mortgage. The
parent would have legal documents drawn up so
that the child is legally obliged to pay back the loan
while the parent has the assurance of knowing that
they hold equity in the home should any problems
arise. Again, the asset is protected from inancial
problems if the child has any. As with a certiied
loan, the mortgage can be forgiven in the Will.

Jointly purchase a home

Dawson points out several problems with this
method of helping out a child, starting with the
fact this arrangement can complicate the principle

residence exemption for both parties. That could
trigger a large tax bill down the line. Secondly, once
you become joint owners, the decision can't be
changed. If either party disagrees over the terms of
their arrangement, neither can sell the home without
permission of the other. Additionally, Dawson says
that if a parent is a joint owner of a property, and
the child’s marriage ends, the ex-spouse will have a
claim on the property, further complicating matters.

Some parents may consider being a guarantor to
the mortgage if the child has a poor credit history.

Dawson says that also comes with risks: If the child
defaults on the loan, creditors could come after the

parent if they don’t take responsibility to pay down

the mortgage.

Ultimately, helping out your kids in a time of need
can be a labour of love but it shouldn't jeopardize
your own inancial plans, says Dawson. “It's best to
get help from a inancial advisor and lawyer any
time you are giving away large sums of money,” she
says, “that way they can help to ensure the inancial
well-being of the parties involved are being looked
after.”

— Don Sutton, MoneyTalk Life
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