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In a tightening credit environment marked by rising defaults and receivership proceedings, real 
estate lenders in Ontario face heightened counterparty risk. Traditional diligence i.e. corporate 
profiles, PPSA and title searches, litigation checks, zoning and environmental reviews, remains 
indispensable, but often leaves a blind spot: the undisclosed connections among principals and 
their broader real estate portfolios. General search engine queries on the individuals behind a 
borrower group fill this gap, surfacing distress signals across affiliated properties that 
transaction-specific searches miss.

The Problem of Fragmented Ownership and Opacity in Real Estate Structures
Real estate ownership structures commonly separate assets into single-purpose vehicles with 
neutral or unrelated names. Principals may hold interests in numerous property-holding entities 
not disclosed in the loan structure, and a diligence program confined to the borrower, guarantor, 
and known affiliates can miss critical risk indicators. A principal involved in one distressed 
development may signal liquidity constraints or governance issues affecting the borrower 
group's capacity to complete construction, service debt, or execute a disposition.

How General Searches Add Unique Value to Real Estate Financing Diligence
General search engine queries against principals' names, combined with geographic markers, 
property addresses, or project names, can surface information that formal registries will not. 
Receivership websites, monitors' portals, court notices, and industry publications frequently 
disclose project names and timelines that reveal:

 Affiliated properties and development projects not disclosed in the loan structure.
 Current or recent receivership, CCAA filings, power of sale proceedings, or mortgage 

enforcement within the principals' broader portfolio.
 Patterns of distress e.g. construction lien claims, cost overruns, contractor disputes, or tenant 

litigation not captured in property-specific searches.
 Third-party references to financial strain, joint venture disputes, or regulatory actions.
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Where such signals appear, they warrant verification through official channels and may justify 
covenant enhancements or structural protections.

Red Flags and Risk Implications for Real Estate Lenders
Red flags warranting closer scrutiny include ongoing or recent receivership appointments 
involving connected entities; multiple projects under distress within a compressed timeframe; 
repeated construction lien disputes or cost overrun litigation; allegations of misappropriation of 
construction advances or Construction Act breaches; abrupt director resignations tied to project 
setbacks; and stalled condominium registrations or Tarion warranty claims. These indicators 
materially affect underwriting assumptions around completion risk, cash flow resilience, cross-
default exposure, and exit strategy enforceability.

Integrating Findings into Real Estate Loan Structure
Where general searches reveal potential distress, lenders can respond proportionately. 
Common responses include requiring supplemental guarantees or enhanced liquidity covenants; 
tightening construction monitoring and reporting obligations on affiliate lien claims or insolvency 
events; incorporating cross-default triggers tied to insolvency or enforcement within the 
sponsor's portfolio; adjusting loan-to-value ratios, reserves, and milestones; requiring 
completion or cost overrun guarantees; and expanding conditions precedent to include 
searches on newly identified affiliates. The objective is calibrated risk control, acknowledging 
that sponsor ecosystems are interconnected and distress seldom remains siloed.

Conclusion
In Ontario's current market, limiting diligence to the property and entities named in the loan 
stack is no longer sufficient. General search engine queries on borrower principals add visibility 
across the sponsor's broader holdings, often uncovering distress that formal searches miss. 
When validated through official channels, these searches help lenders identify early warning 
signs, tailor structures to real risk, and make more durable credit decisions.


