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PART A:
A SURVEY OF NOT-FOR-PROFIT NEW HOME WARRANTY
PROGRAMS IN CANADA

PREFACE

The information in this report is based upon information provided by the various new
home warranty programs. No attempt has been made to verify the claims made as
to coverages or program scope. The reader is advised that the sole purpose of this
report is to collect and synthesize publicly available information without making or
implying any evaluation.

Descriptions of program features are taken directly from written information or have
been provided by the new home warranty programs. In some cases there is
considerable variation in how the programs may express an essentially equivalent
program feature.
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1.0 PURPOSE OF THE REVIEW

New home warranty programs have been a feature of the new housing industry for
the past two decades. Now all regions of Canada except the North-West Territories
(Atlantic Canada, Quebec, Ontario, Manitoba, Saskatchewan, and British Columbia
and the Yukon) have an industry-supported program designed to provide the
purchaser of a new home with coverage against a number of workmanship and
structural defects. Industry-supported programs are organized into not-for-profit
corporations or are affiliated with provincial home builders associations. In most
cases, they are also affiliated with the National Home Warranty Council. Until 1982,
industry-supported New Home Warranty Programs were the only source of available
warranty coverage for new homes. In 1982, ’Association de la construction du
Quebec also began offering a new home warranty plan.

Canada Mortgage and Housing Corporation engaged Prairie Research Associates Inc.
(PRA) to prepare a description of the current programs available across Canada.
The overview is designed to be factual and detailed, without commentary or analysis.

This report is divided into three sections. The first (chapters 2 and 3) provides a
brief outline of the methodology used in the report and of the major features of the
not-for-profit new home warranty programs. The second section (chapter 4) provides
a description of the objectives, coverage, and various procedures used by the not-for-
profit new home warranty programs in Canada. The third section (chapter 5)
provides a statistical and financial summary of program activity of the seven New
Home Warranty Programs affiliated with the National Home Warranty Council.
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A3
20 METHODOLOGY

This review is based on public information published by each of the programs. We
consulted with the industry to determine the extent of detail desirable in this
publication. Each program (except ACQ) was contacted by letter to explain the
nature of the research and was provided with a detailed specification of the desired
information. ACQ was contacted initially by telephone.

Information was categorized and summarized in a series of tables. These were then
sent to each program for verification and correction.

Wherever possible, similar information categories and definitions were used to ensure
that information was comparable across programs. The methodology descriptions
relevant to each table outline some of the constraints of this approach.
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3.0 OUTLINE OF THE MAIN FEATURES OF NOT-FOR-PROFIT NEW
HOME WARRANTY PROGRAMS

31  Program Configuration

There are currently eight not-for-profit new home warranty programs operating in
Canada. Seven of these programs are affiliated with the umbrella National Home
Warranty Council, and generally take the name "New Home Warranty Program".
There is currently a New Home Warranty Program in every western Canadian
province, Ontario, Quebec, and the four atlantic provinces as a region:

Atlantic New Home Warranty Corporation

La garantie des maisons neuves de ’Association provinciale des constructeurs
d’habitations du Quebec (GMN de 'APCHQ)

Ontario New Home Warranty Program

New Home Warranty Program of Manitoba Inc.
New Home Warranty Program of Saskatchewan Inc.
The Alberta New Home Warranty Program

New Home Warranty Program of British Columbia and the Yukon

L’Association de la construction du Quebec (ACQ) is an independent builders’
association operating only in Quebec. The association operates a new home warranty
program (Plan de garantie de maisons neuves (PGMN)) through which its builders
may warranty new homes. ACQ is not affiliated with the National Home Warranty
Council.

3.2  General Features of New Home Warranty Programs

° Except in Ontario where comprehensive coverage was legislated, warranty
coverage was initially (mid 1970s) limited to a small range of structural
defects. As the programs matured they expanded coverage, adding such
things as deposit, completion and building envelope protection. Warranty
coverage is now differentiated among the not-for-profit new home warranty
programs.
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° In the first year (and second, depending on the program) the warranties
generally ensure that a builder will correct, verify and qualify defects which
arise as a result of faults in either workmanship or materials. For the balance
of the warranty period, the warranties are limited to correcting Major
Structural Defects (MSD). In this warranty period, the responsibility for
repair is in most jurisdictions the sole responsibility of the applicable new
home warranty program, with only narrow and limited rights of recovery back
to the builder.

° An important component of the warranty programs is the indemnity
protection they provide to builders. After the builder’s warranty expires,
consumers have limited recourse back to the builder in the event of poor
workmanship or materials. For MSD claims, consumers may have recourse
back to the warranty program, but this option expires with the warranty
coverage, usually after five years (seven in Ontario).

° The deposit loss coverage offered by all programs also provides a form of
builder indemnity because builders are protected from loss of consumer
deposits. In the case of builder failure, the consumer is directed to the
warranty program to recover the lost deposit. This indemnity relationship is
most clearly presented in Alberta, where deposit loss protection is provided
through a separate payment indemnity certificate. In other provinces, deposit
loss protection is covered on the main warranty certificate.

° The programs have a direct interest in maintaining high construction and
service standards to ensure customer satisfaction and a reduction in claims
costs. To guarantee that these standards are met, the programs have all
adopted strict registration and membership requirements.! Except in Ontario,
membership in the programs is only offered to those builders who are able to
demonstrate both technical expertise and financial stability. Each program has
established its own standards for builder qualification.

° Two types of coverage are offered by the warranty programs:
Financial loss coverage varies from program to program, but generally

encompasses the following: purchaser deposit coverage (which expires on
date of possession), purchaser contract completion, completion of deficiencies

Note that in Ontario, all builders are required to register in the program by law. As
a result, Ontario is not able to exclude builders from the program on the basis of
builder quality. However, the program can impose higher security requirements,
more frequent inspections, or other methods to ensure that builders provide quality
homes.
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recorded at closing, lien protection, and off-site living allowances. Financial
loss coverage is offered for one or two years, depending on the program.

Structural coverage is offered by every program and generally applies to a
failure in the load-bearing portion of the home. Structural coverage applies
for a minimum of five years; Ontario’s coverage is for seven years. Several
programs also offer extended structural warranty coverage.

Once a builder firm is accepted as a member of a new home warranty
program, it agrees to be bound by program regulations and guidelines.
Builders who fail to comply with regulations and guidelines are generally
subject to de-registration.

Builders which are members of a new home warranty program are usually
required to enrol every unit constructed with the program; failure to do so is
often punishable by fine or de-registration.

Housing eligible for enrolment (and hence for warranty coverage) varies
widely from one new home warranty program to another.

Each program has established a fee schedule for housing enrolment.
Enrolment fees are based on a variety of factors, from house price and builder
experience, to a flat rate assessed according to the type of structure built.

Enrolment fees are due at the date of enrolment. In this way, the initial cost
of the warranty is borne directly by the builder. It is usually assumed,
however, that the warranty cost is passed on to the consumer through the
house price or on a statement of adjustments.

In the event of builder failure prior to the sale of enrolled units, the program
usually continues warranty protection. In the case of builder failure, some
programs reserve the right to cancel warranty protection on unsold units.

All programs have indicated as a goal the provision of an equitable
mechanism for the resolution of customer complaints. As a result, all have
established dispute handling processes.

In most programs, initial customer complaints are directed to the builder for
resolution. If the builder is unable or unwilling to resolve the dispute, or if the
customer is not satisfied with the builder’s proposed solution, the customer has
recourse to binding conciliation provided by the Program.

The conciliation procedures are similar across the programs. In all cases, the
customer approaches the respective new home warranty program for the
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appointment of a conciliator. In most cases, the request for conciliation must
be accompanied by a conciliation fee which is refunded in the event of a
successful conciliation. The conciliator meets with the parties and conducts
any inquiries or inspections as deemed necessary. The conciliator then
presents a written report which is usually binding on all parties.

In some provinces, conciliation may be followed by arbitration or direct
recourse to the legal system.

Over the years the warranty programs have expanded the range of services
they provide to builders and the public. The programs have taken an active
role in builder and consumer education. These non-warranty activities have
grown as the programs have responded to market pressure or local initiatives.
In addition to education seminars and courses, most programs are now
involved in varying aspects of promotion and public relations ranging from the
coordination of television and radio campaigns, to the provision of point-of-
sale information and brochures.

In accordance with their expanding activity, some programs opened up
membership on their Boards of Directors to "associates” and non-builder
member. These new Board members have been drawn from all parts of the
building community. Most programs now provide for membership by
mortgage lenders and insurers, representatives of consumer associations, and
government. This is in contrast to earlier programs where only builders acted
as directors of the programs.

A number of programs have established builder performance awards to
encourage high standards and proficiency.

Ontario’s program is distinct from that offered in other provinces. First,
Ontario’s coverage is legislated. Every builder is required to register with the
program. Builders who do not register are subject to fines and other
measures, including the refusal by municipalities to issue them building
permits. Every home constructed in the province receives warranty coverage.

Second, warranty disputes are handled by an independent arbitrator. This
tends to increase claims costs relative to what they would be if the program
itself was responsible for dispute resolution.

Third, although the program is responsible for most aspects of its operation,
some aspects (notably builder registration criteria) are set by Order-in-Council.
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40 ORGANIZATION OF NOT-FOR-PROFIT NEW HOME WARRANTY
PROGRAMS

4.1  Stated Goals and Objectives

Methodology: The goals and objectives listed in the tables on the following pages
have been drawn from Memoranda of Association, promotional pamphlets, and
public information provided by the new home warranty programs. The programs
have all had the opportunity to review and amend the descriptions of their goals.
However, since some goals that a program may pursue in its day-to-day activities are
not codified or communicated publicly, these may not be represented here. For
example, all programs have an interest in maintaining ongoing financial viability, but
this goal may not be included in the "stated goals and objectives". The language used
to express the goals has (wherever possible) been quoted directly from its source to
prevent ambiguities or misinterpretation.

The categories by which the goals and objectives are classified have been chosen to
facilitate the comparison between the programs, not to indicate priority. As a result,
the ordering of goals may not reflect the degree of importance attached to each by
the respective programs. Because these categories are artificial (in the sense that the
goals were stated without view to such a classification scheme), there may be some
incongruence between a stated goal and its category. Similarly, a stated goal may
overlap two or more categories.

Comments/Summary: The degree to which the stated goals and objectives are similar
among the new home warranty programs is probably a result of their common history
and of the willingness of the programs to share information and advice. In some
cases, for example, the wording of Memoranda of Association is nearly identical
between two or more programs. Stated goals which have no counterpart (like
BCNHWP’s commitment to builder self-regulation or the Atlantic NHWP’s
commitment to be market driven by 2000) reflect individual experiences and
responses to specific initiatives or problems. Despite these occasional exceptions
however, there remains a large degree of consistency among the stated goals.

L As stated above, all programs have a goal (either privately or publicly) of
continued financial viability.

L All programs make commitments to foster and improve communication
between all interested parties.

L All programs (except that in Ontario) have indicated their goal of working
with regulatory authorities and the public. Ontario’s program is provincially
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legislated and the program must provide regulatory advice to the government;
this is therefore an implicit goal in Ontario as well.

Note also that since Ontario’s program is legislated, new home buyers are
provided with financial loss and warranty coverage even if the vendor or
builder is not registered with the program. To this extent, the Ontario
program is unique.

All programs have indicated a goal of working to improve quality by
improving or fostering builder training and consumer education.

PRA

Prairie Research Associates Inc.




"ou| 10SSY 2sot d

vdd

]84

"POPMOI] 10N

‘slaquiew
Jepjing sy Jo Ayjenb uononysuod

ey} Bumoidw) epym ssewunsuod pue
sJopjinq ueemieq sendsip WNWIUIL B8

o} Bupnpes Aq weysAs [eioipnf eyy jo peo)
oy} ueyyBy 0} sxyees osje ueld 6y| ‘seese
JUBABI8) [[B Ul MO Jo Julod s Japjing

oy} Bugueseid Aq Ansnpul uoponisuod
oy} jo sjseJeju| ey} puejep pue

ojowoud o} 8x3ees ueld 6y} ‘DOVY ybnoay

‘POpWOL 10N

'$80UMnoId
spuepy eyy ul Asnpuy Buipiing ewoy
MBU 0Y} JO sisessju) pue JuaweJinbel

oy} enses Ajejenbepe aiow 0} suoismnoid

AiojeinBai pue Aloinjels [ejuseluIOA0D
0} suogippe pue suogeseye ‘seBueys
senpuoyine ejeudoidde eyy uodn eBin o]

uopowold Aisnpu)

"§10UMO PUB SIOPUBA UGOMIBQq
sendsip Jo UORB|[IOUCD By} U} }S|S58 O]

'geoueloyIp Jjey) emes Ajejenbepe
0} 8JOP|INQ PUB SJBWINSUOD UBEMIEq
0inpecold eAjoelje 9se} B umueW O

‘sjure|dwod JBPJING pUE JBLUNSUOD |8
Jo uopnjosel ey pue fegiedwi spunosd o

'siseq ojqelinbe pue pides 8 uo pajpuey
oq Aew sesoueasuB pue sjujejdwos
4ons By} OS S8OUNOI] STUEBRY oY)

U} PeONRSUOCS sewoy meu o) Buwreped

seejuerenb Bupoaul olgnd ey jo
sJjequiew Aq seoueaeuB pue sjure|dwos
yum Buyeep 1o} poyjew e eproid o

sjueidwo)

"$10UMO PUB BIOPUBA UGOMeq
suofesunwwod Buposdwy jo esodind
ey} Joj sBuppepepun uj eBeBue o]

"SI6P|ING pUE SIBWNSUOD
UeeMeq UORBOIUNLILLIOD BAIOE 8INSUB O]

‘sopsed
lle Uaemieq UCHBOUNWIWOD Bjeioe) O

‘POUIBOUOD Bfe SOy
MBU SB JBj 08 U| 580UN0Id dQUBRY BY)

jo olignd BuiAng eieueB ey pue siepjng
eLI0Y JOqUIeW UeeMIBq UOLBOJUNLUWOD
pue Buipuejsiepun ejowoud o]

uopesUNWWOD

"816UMOBLLOY
pUB $10pjiNg 1o} 90JAISS JOLLOISND
Arenb yByy Bujnuguos epwpoid of

"JOp|inq 8y} PUE JBUNSUOCD By} 10}
90168 [BUOIssejo.d ‘jeuosied B Jeyo o]

*$10WINSUOS O} PUB $16p|ING O} 8ONIOS

uadxe pue |eucissejoid epwoid o) ‘POPMOI JION LTINS
‘posjuesend pue
‘snoJoBu peinsuj ‘peinoucy eq |im d1qnd ayj o}
eJoW oM 8sey) eseym sepoo Bulpjing siepjing SeoUIN0Id dpuepy ey} Aq epew
feoo| o0 epo) Buipjing jeuoneN ey} ‘painoucy oq jiim olignd ey) seojuelenb pue spiepuels UORONYSUOD
‘uogenbe. sepjng PesoXe 1o 6w s1ep|ing jJey) einsue o 0} SJUBLUJWIWIOD JOpPJING JeY) 0Insse o) ‘SjuUeINWIWIOS Auelirep jey) 8insse o] spiepueis

‘uogoejoid Quelem

ewoy meu jo uoisinosd ey} uj 8ouejeoxy
‘sewoy

Mmeu u) spejep Bugsuiwlje spremo |

*s)yB seyy pus siewnsuod yejoud o
*$10)0BHUOD

Buipjing jo wsijeucissejoid pue ‘esyiedxe
Jesjuyoey ‘Aoueajos eyy ezuBooes o

‘PUBLLGP JO)JBLL YUM 80UBPIODDE
U} sueew aARoe)e pue Jueye YBnoiyy
$JOINSUOD pUB $16p|INQ BWIOY [BRUBPISSS
ueemiaq suopejes eAsod sejeyioe)
yoiym aswues jenseduu) ue epwold o)

‘ueid

uonoejoud Jewnsuos pebeuslu-Agsnpuy
ue yBnouy) epeuey oyuepy up siehng
ewoy mou o} AQuesrem e spwmoid o)

Juswajels uolssiy

+dMHN OIJYINO

«DOV.1 30 NWBd

{OHOdV.1 30 NWO

S3A

;- $POUINOId UIe)ee] :
103r80 aNY:STVRO QALYLS

sdMHN OLINVLY




QUp 9@jEI00SsY YulEesdl anivid

vdd

v

‘dMHNO Aq peytiep "dMHNO Aq pepioid uojewiojul punoibxoeq pus oY ueld SeRUEIIEp) OWOH MON OlBjuQ oY)

82inog ,

DOV Aq payle veqenyd Np UORONLSUOD €] op uonelossy,] AQ pepiolid uoew .ol punoibyoeg 921N0S
‘OHOdY Aq peutie A (OHOdY) 299enD np suoReuqey,p siNejNsuoo sep efejpumold uoneoossy,  Aq papmold uogewiojul punolbyoeq :90In0sg ,
‘dMHN onuepy Aq peie A "dMHN 2HUERY ‘UORBISOSSY JO WINPUBIOWSY [80IN0S |

"‘Ruelisem ewoy Jenogred B 0} ojqedydde jou s) ,e)qedijddy 0N, se paxiew uopewsoju) ‘weiboid AQuelrrem swoy eagoadsel ayy Aq pepiroid Jou sem ,pepinold JION, SB pajyiew Uofew jojul

"pepwold 10N

‘aiqesyddy oN

'spefoid o spelqo

Aynom Aue u) eBebBue pue poddns oy
AjleseuaB pue spelqo eaoqe ey jo Aue jo
JusWUERE 8y} O} SANPUOD JO jejuspIdu)

‘pPapnold IoN | o8 se sBupy jnpwe) 4ons Jeyio ffe op o} BYIO
'sBuipjoy sy jo esueinsuiel ejajdwos
*SWIBJO JO 1500 [[BISBAO 64} 6ZIWIUJW O] pue spuny Aguwepu; Buiueyurew Aq
‘dMHNO ous Jo Ajiqen §1OWNSU0D 106}04d 0} BNURUOD |IM puUB ‘0002 Jeeh ey
jejousuy Bujnuguoo eyy einsue o) ‘DOV AQ peis)o ao1Ids © S Ueld 9Y) ‘usALpAe3Iew Ajn} eq 0} 8NURUOD O Aq weiBoid ueaup-exsew Ajnj e eq o) Anqelp

'uUoREBONPO JOPHING PUB JOWNSUOD

'$1OQUIGW SY JO) S85IN0D Jep|ing Jeyjo
pus Bujujes uewebeusw Buuegyo Aq
DOV ybBnouy ssepying jo wsteuoissejoid
o} 0} seINqIquUod ue|d 6yl

‘onqnd BuiAng ey} jo uopeonps ejowoid
0} pue siepjing 1o} suojdo Bulujes
pue uoneonpe jo ebues B 6pwnoid o)

‘oBue| ye BpBUEB) U] Alsnpu)
Buip|ing-ewoy ey} jo Weueq eyy o}

6q YBiw Yyoym sjeuejew [euoyeonpse pue
SUONEDIUNWLWOD 8L} 6)8UIPIO-00 O} puB
Auedwos) ey) jo siequiew ey} 0} s8olAles
jeuogeonpe pue uoewojul epinoid o)

juswdojena
Jjeuoissajold - Buiuges)

vdMHN OIHVINO

{DOV.1 30 NWbd

WOHOdV.T 30 NWO

wWJdMHN OLUNVLLY

SIALOINEO ONY STVOP GaLVL:

800UA01] UleyseT




‘U 0sSYy 1S9y d

vdd

v

‘uopejnBes Agsnpuy pue

uogoejoxd Jewnsuod jo seese uj weibold
oy) Aq pewioped 3iom ey} jo eseme

0.8 §184)0 puB sjuewulerod einsue o]

‘soned [eulssixe |8
Yum ebBLu) 19)Jely JUB||eOXD UB SPIBMO ]

‘welibold ey} pue JUBWIUIBACY)

ueemeq M pooB, jo aduenuluod

8y ajowoud 0} sjuswpedep juswulonob
YHM UOSiel} 8AROB UlejUlew O]

‘eqojluepy

ul Alisnpui Buipjing ewoy ey) jo s}seleiut
1s6q 8y} ul palepisuod eq ybiw yoiym
suone|nBel 1o uone|sibe| jo uoyowoid
8y} poddns o} pus juswuleacd

jo seyouelq |8 Yim suopeles Buwmoidw
18 spoye yoddns pue ejowoud o]

uogowold Apsnpuj

‘Aqeunbe pus ‘Ajeagoeye
‘Appinb peajose. ere siepyng pue
8JOWINSUOCO Ueemjeq sendsip eINsUd O]

'slequew pue s1eAnq
ewoy mou o} eopies Aejdwexe spremo]

'$JoWO}SNd JI8Y} pue siaquuiel-1epjing
ueamjaq sesuensiiB pue spure|dwod
yum Buieep 10} einpesoid uoneipew
PUB UOKEIIOUCD BAROeYe ue apwmoid O]

'siseq o|qeynbe pue
pidels ® uo pejpuey eq Aew seoueAeld
pue sjule|dwod Yons 1By} 03 BOHUBKY

Ul PejoNIISUod sewoy meu o} Buureped
seajusiend Buwoau) o)qnd ey} jo
s1equew Aq seousnsuB pue sjuejdwos
yum Buiresp jo poyiew e epwoid o)

sjurejdwo)

'$10p|INQ pue SIWNSUOD

0} 6AIsUOdSes pUR UBAJIP-18}/BU
uBWwes jm weiBold ey) einsue ey}
sepjjod eBsunwWwos pue equosesd o]

‘sefued (|8 0} uopBOIUNLUWOD
Ajewun pue Jeejo Joellp splemo]

'sweiBoid Queliiem
[ejouinold 18Yjo pue ‘suofeloosse
s 'VEHO OU} yum uosrel} usjulew 0

"POUIEOUOD
@8 SOLIOY MBU SB I8} 03 U] BQONUBY

jo oiiqnd BuiAnq [eieueb ey pue siep|ing
9LIOY JOqUIeLU UGEMIS] SUOREBIIUNILIOD
pue Bulpuejsiepun ejowoid o]

UOnEOUNWIWOYD

‘s1equuew pue sieAnq

‘weiboly
ey Aq pepwoid seoinies pue Aueliem

‘@A0QB JUBLLOIBIS UO|SSIN 005 | Bwoy meu o) eowses Aseldwexe spiemo] |  peywl ey jo Buipuejsiopun ejowoud o] "9AOQE JUBLUGIBIS UOISSI 909G ERIIVETS
‘splepue}s
'sepoQ Buipjing jeuoneN pue pue seonoeld sseuisnq pue ‘eloueuy ‘Alueliem y) Jepun peinouoy ele
08 oW uj pequoseld sprepues Buipiing ‘Buipiing peydesoe Ajeiouef o) eieype | oignd ey} o} siepjing eqojuepy Aq spew
Oy} pue sprepue)s Auelilep) S}08Ww 'uonoNNSUod 0} slequew-lepyng |ie Buibeinooue seejuelend pue splepue)s UORONJSUOD
uogoNRSUOD s1ep|ing jey; eansue o] | ewoy meu u) Ayenb Bupowoid spremo] Aq wreo jo edueploul 8onpes o] 'sjueWwLIOD AuBliem jey} 8insse O] splepuels

‘uonejnBes-pes ybBnoiy) Jepio Apsnpul jo
uopenjedied ey 6B |om 88 'UORONJSUOD
Buisnoy uj esue|eoxe ‘eonsos
18WNSUOD Uj 85UB|I0OXO 8INEUS O]

"BUOq|Y ul s1eAnq swoy
Mmeu 1o} uonoejoxd yuewyseaul epinoid o]

‘Asnpu) ey} pue olqnd ey 0} a|qeidedsos
Auelrem pajwl| 8 Aq pelenod ele pue
spiepue}s Buipiing peydesoe Ajjsiousb

0} PeIONNISUOD 1B SBLWIOY JI8Y) Jey)
S9WOoY Meu o|qiBije jo s1eumo ainsse O]

'spiepue}s Buiping ui

9oUue||@oXe aAsIyoR 0} [BoB sy u) Ajsnpul
Buip|ing ey) poddns o} pue sieAnq ewoy
MeU 10} uonoejold Auelrem epwnoid o]

JuswelelS UOISSIN

vIMHN NOXNA % O8

«dMHN NVM3HO1WASYS

«dMHN ViH3a1v

FOOUNQI] UIB}SOM

. SIAILOIFE0 ONY SIVOD QILVIS

«dMHN VHOLINYW




"DU| $BIBIDOSSY Yoieasay sulkld

vdd

4

"dMHNOS Aq pelieA fenuep ,S10pINg dMHNOE 901nos ,
"dMHNY Aq peyliep 'sjBoD 81810d100) pue JUBWBIE}S UOISSIN dMHNY (801n0S
"dMHNS AQ peyliep “lenueyy s1epjing dMHNS :021n0S ,

"dMHNW Aq peyuep juejed s1ene] dMHNIN :92n0S

‘Ruesrem swoy Jenopied B o} eiqeoiidde jou s| e|qeoljddy JoN, s8 peylew uogewojul ‘weiBoid Auelrem ewoy eapdcedses ey} AQ pepwoid Jou sem ,pepinold 0N, S pejylew co_«m.EhoE_

no peyses ese suogebiqo
Aueiem s1epjing jey} einsue o]

‘papuoid 10N

'spiepue)s
weiBoid Yym Jueysisuoo siepiing
ewoy meu 0} diysiequew pueyxe o]

‘BQOjuByy U} 8618

18 alqnd ey Jo yseuejut pue uogoejoid
oy} 10} Alesseseu ewooeq JyBjw se swy
0} swp woy sweiBoid uogeoyiues 1o
sue|d jeuonippe Jo Jeyyn) jo uogowosd

pus juewdojerep ey} uj eBeBuad o] 1410
"Peysiujwitp jou s) jJuewuleaoct
pue ‘sunoo ey} ‘siepjinq 's1eWwnNsuod ‘JeuuewW ejqeln
woyy uopuBooes peuses JBY} BINSUS O] *Aoueioyns-j|es |ejoueuly SpIemo | Ajferoueuy e Ui weiBoiy oy} eyesedo o] | -leuusw e|qe AjBlOUBUY B U} B)BIdO O] Aqeip

'seApoe{qo Ino Aumeo

0} Wee) |Buoissejoid ey} umelufew o]
'plooe. yoen peysiqeise pue

‘AjlIqe)s [elousul ‘eousjedwiod EoIUYOe)
jo seeus ewd ey) uj uonens|Bel
Aueliiep 10} BujAidde siep|ing 1o} eI
9|QBYIOM pUB 8|qQBUOSEe INQ ‘YAs 188 O]

‘sweysAs Juewebeuew

Ino Bupoidwy Ajlenuluod spremo|
"wee)

oouswoped yBiy eAiseyoo 8 spiemo|

‘weiboid ey} pue ‘sJaWINSUOD ay)
‘Ansnpuy ey} 0} Jjeueq e J0 8q |IIm Yoym
Yoseases ejowoid pue ul ejedpped o]

‘oBJe| Je BQOjIUBYY Ul A}snpul

Buipiing ewoy ey jo Weueq ey; 0}

8q YBiw yolym [eielBW BUOJEBONPE pUB
SUORBOIUNWIWOD JjoY)} 8}BUIPIO-00 0} puE
Auedwos ey} jo slequew ey} 0} seownies
Jeuogeonpe pue uogewIojul epwold o
‘a|qesmpe pue Alesseoeu

lepisuoo b diysiequiew ayy yoiym
ewi o} ewf woy sweisboid jeuoneonpe
pue Aolqnd ‘yoseeses yons no Aues o]

yuewdojere(g
leuoissajoid - Buiuies]

wIMHN NOMNA % 0d

xdMHN NVMIHOLWYSYS

1dMHN YEOLNWN

«JMHN V14387V

. S3NLOIME0 ONV SIVOD GILVIS

SOOUNOIY UIGISOM




Al4
4.2  Organization and Legal Structure

Methodology: The information provided in the tables below on the organization and
legal structure of the not-for-profit new home warranty programs was (wherever
possible) taken directly from the respective program’s Memorandum of Association,
Articles of Incorporation, or similar incorporating document. Recent amendments
to these documents have been incorporated so that the information is as current as
possible. Both legal stipulations and current practice have been provided so that the
description reflects both what may occur and what does occur. The "Committees"
category includes only those committees of the Board of Directors; where a non-
Board committee is listed, this is noted.

Comments/Summary: Again, the relative similarity between the programs’ legal
structures reflects their common history and development. The size of the Board
usually reflects the size of the program, as determined by total housing enrolments.
All programs are incorporated as not-for-profit companies; the terms "corporation"
and industry-supported "program" are generally used interchangeably throughout this
report.

o All programs provide for Home Builder Association participation on the
Board of Directors. In the case of the programs in Quebec, the warranty
programs are actually divisions of the two builder associations.

° All programs (except for Atlantic NHWP and ACQ) now provide for
~ consumer participation in the Board of Directors (usually through the
appointment of a representative of the local consumers’ association). In a
number of cases this participation has been formalized through amendment

to the Memorandum of Association.

o Some programs (Atlantic, Saskatchewan, and Alberta) provide for geographic
representation on the Board of Directors;

o As the only legislated program, the Ontario NHWP is required to submit its
annual report to the Minister of Consumer and Commercial Relations. The
Minister must table the report in the Legislature. However, the program has
the power to pass regulations affecting all of its operations except for those
regulations concerning the registration of builders. These regulations must be
approved by Order-in-Council.

® Quorum requirements for the Board of Directors vary across the country.

PRA

Prairie Research Associates Inc.
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43  Warranty Information

Methodology: In all cases, information was taken directly from warranty certificates
or from builder agreements. We interviewed officers of the programs to clarify
terms/definitions where appropriate. Existing technical/legal information has been
preserved wherever possible in order to make accurate comparisons between
programs. Ease in presentation, however, has required the exclusion or modification
of some of the legal construction of warranty provisions.

As with the section on "stated goals and objectives," the comparisons made in the
tables below are for ease in presentation only; they do not reflect the order in which
these phrases appear in the warranty certificates. The categories were chosen to
provide a broad description of the warranty coverage, but these descriptions were not
meant to be exhaustive. All relevant components of the warranty coverages have
been reported.

The information presented on the Quebec programs has been translated from
French. The translation is meant to be descriptive only and should not be considered
to be final.

Comments/Summary: The warranty coverage varies significantly across the country,
both in terms of the level of coverage (maximum liability to the program) and the
nature of the coverage (what components of the house are covered). This variation
is to be expected due to the differences in the housing market across the country.
The breadth of the coverage is somewhat correlated with the size of the programs,
but only marginally so, to the extent that Saskatchewan is able to offer a warranty
which is comparable to that of Ontario. The definition of key warranty ingredients
(like "major structural defect") is less variable than is the warranty coverage itself; this
would tend to be expected in light of the legal nature of warranty certificates and the
common history of the programs.

° All warranty programs offer a basic one- or two-year builder warranty on work
and materials combined with a longer, five- or seven-year warranty for Major
Structural Defects.

° All warranty programs offer protection in varying degrees against builder
default on a deposit or prepayment.

° All warranty programs (except Atlantic NHWP, APCHQ, and ACQ) provide
for off-site living and moving expenses in the event that warranty work
displaces home occupants. In Ontario, the builder is responsible for off-site
living expenses.

PRA

Prairie Research Associates Inc.
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Some warranty programs (Saskatchewan, Alberta, and BC) offer extended
warranty coverage for Major Structural Defects. In all cases, coverage applies
for an additional five years.

In all cases, the cost of the initial warranty is borne by the builder, who passes
the cost on to the consumer. The extended warranties are purchased through
a registered builder and usually must be in place by the date of possession.

In all cases, the new home warranties are transferable in the event that the
home is sold. The new home owner receives coverage for the remainder of

the initial and extended warranty periods as applicable.

ACQ’s warranty requires the payment of a $250 deductible.

PRA

Prairie Research Associates Inc.
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A32
44  Membership/Builder Registration

Methodology: Membership/Builder registration refers to the process whereby a
builder firm becomes eligible to enrol its units in the respective provincial new home
warranty program. Both phrases (membership and builder registration) are used by
different warranty programs and, for the purpose of this document, bear the same
meaning. The information in the following tables is drawn from Builder Registration
Kits and background information provided by the programs. Using registration kits
as the common reference point allows for a more accurate comparison between the
programs than would another reference point since it provides the same perspective
of each program: "What criteria are needed to become a member?" Note, however,
that some of this information is not directly comparable. The more subjective
information (like registration criteria) presents particular difficulties. Each program,
for example, may have a different definition of "sufficient technical expertise." The
information presented, however, should allow for an accurate comparison of the
programs.

Comments/Summary: Like the warranty coverage, there is a variability in the
procedures and criteria in place for builder registration. Despite these variations,
however, all of the registration criteria are designed so that builders in every program
must meet an established standard of technical proficiency and financial stability.

° The cost of application varies widely across the country, from $250 in Quebec
(ACQ) to $970 in Saskatchewan.

° Some programs require letters of credit as a pre-condition to registration
(Manitoba, Saskatchewan, Alberta) while others require security for some or
all builders (BC and Ontario). These requirements arose as a consequence
of the on-going review of claims experience.

° Most programs provide an automatic review mechanism to review builder
registration.
° Most programs have implemented levels of membership usually based both

on builder experience and history with the program.

° The means of determining technical and financial qualifications vary widely
across the country.

PRA

Prairie Research Associates Inc.
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A42
45  Housing Enrolment

Methodology: Housing enrolment refers to the process whereby a builder registers
a home for coverage with the respective provincial program. The information
presented in the tables below was drawn from Builder Registration Kits and from
background information provided by the new home warranty programs. To ensure
comparability between the programs, eligible housing units were defined both in
terms of the kind of structure involved (single detached, duplex, etc...) and the kind
of ownership involved. This distinction between type of structure and type of
ownership accommodates those programs in which type of ownership is an issue.

For the purpose of this study, type of ownership refers to the description used in the
initia] construction and marketing of the home. For example, those units classified
under the rental housing ownership category identify those units which are
constructed and marketed as rental units. A duplex is listed as an eligible unit under
this category if it remains eligible for warranty coverage while being marketed as a
rental unit. If the same duplex is only eligible for coverage if it is offered for sale
only, then it is listed under the "private ownership" category. Where a program does
not make a distinction based on ownership type, but does make a distinction on type
of structure, it has been assumed that a given structure is covered under all kinds of
ownership.

Comments/Summary: The most significant differences between the programs in
terms of housing enrolment lie in the difference in fees charged for enrolment.
There exists a large variety of pricing arrangements, from a flat rate per unit
(Atlantic Canada), to a rate based exclusively on builder ratings (BC), to differential
rates based on type of ownership (APCHQ and ACQ). Most of the programs lie
somewhere between these three extremes, usually also factoring house price into
enrolment fees.

o All programs require builders to enrol every eligible unit. BC and Ontario
exempt not-for-sale units which are built by a builder for his/her personal use.

° In the event of builder failure, most programs automatically assume warranty
responsibility for enrolled units which are unsold at the time of the failure.

® All programs offer warranty coverage on privately-owned single detached,
semi-detached, duplex and row housing units.

o Condominium coverage varies by program.

PRA

Prairie Research Associates Inc.
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A49

4.6 Construction and Inspection

Methodology: Since work up to the applicable construction standard is usually
exempted from a warranty claim, the reliance of the new home warranty programs
on different construction standards (local and provincial codes as well as national
standards) potentially has the effect of varying their warranty coverage as well.

Comments/Summary: All the programs rely on either the National Building Code or
on their own respective provincial building codes. This reliance provides the
programs with a widely accepted external standard upon which to base warranty
claims. All programs have reserved the right to make inspections to see that this
standard is being upheld.

® Most programs reserve the right to inspect at least three times during the
construction of a new home. Usually these inspections are performed before
backfill, after framing but before drywall, and after completion of interior
finishing.

L Some programs (BC and Saskatchewan) have developed their own standards
which are either more stringent than the respective provincial or national
code, or which include areas not covered by the code.

® BC subjects its builders to a mandatory inspection fee; others charge a fee on
a case-by-case basis (Atlantic, Ontario, Manitoba, Saskatchewan).

PRA

Prairie Research Associates Inc.
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47  Dispute Mechanisms

Methodology: The information presented below is drawn from warranty certificates
and background information provided by the new home warranty programs. Just as
the information in the section on Membership/Builder Registration was presented
with the individual builder as the point of reference, the information presented here
is designed using the individual consumer as the point of reference. The categories
chosen for comparison follow the natural consumer progression from complaint, to
conciliation, to arbitration (if applicable), to builder discipline or sanction.

Comments/Summary: Most of the programs have as one of their stated goals the
quick resolution of customer complaints or claims. It is not surprising, therefore, that
the programs have developed similar procedures for handling disputes. In most
cases, the consumer’s first point of recourse is with the individual builder. If
satisfaction is not forthcoming from the builder, the consumer is then directed to the
respective program which intervenes in the complaint and may proceed to
conciliation. In some provinces, conciliation represents the last stage of appeal. In
others, consumers have recourse to arbitration or the legal system (or both).

o Complaints in Saskatchewan are taken initially by the program and forwarded
directly to the builder. In BC and Ontario complaints may be initially directed
to either the builder or the program, but in Ontario the complaint must be
filed with the program within a set time limit.

o All programs offer a conciliator service.

o All programs (except BC) require a conciliation fee which is subsequently
refunded in case of a successful conciliation.

o Arbitration is available in Ontario, Quebec, Alberta and BC.

° All programs reserve the right to suspend or cancel builder registration in the
event of continued violation or disregard of program guidelines and
requirements.

PRA

Prairie Research Associates Inc.
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48 Non-Warranty Activities

Methodology: The information listed in the tables on the following pages has been
drawn from promotional pamphlets, public information, or background information
provided by the new home warranty programs. As a result, some activities which a
program may pursue in its day-to-day operations, but which are not codified or
communicated publicly, may have been omitted. Furthermore, since the classification
used to categorize the non-warranty activities was designed for ease in presentation
rather than comprehensiveness, activities may be excluded. It should not be assumed,
therefore, that a program with little information listed has no non-warranty activities.

Comments/Summary: Education and training represents the most common non-
warranty activity performed by the programs. Each program undertakes (either on
its own or in conjunction with the local builders’ association) to develop and present
builder training and education courses. Marketing and publicity represents the
second largest non-warranty activity. Activities here range from the coordination of
large scale campaigns to the provision of point-of-sale information and signage.

® Some programs (APCHQ, ACQ, Ontario, and Saskatchewan) provide
incentives to builders for after sales service.

° Some programs (BC and Ontario) provide ongoing advice to regulatory
authorities.
° All programs either fund or provide training workshops, seminars, or forums.
PRA

Prairie Research Associates Inc.
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5.0 STATISTICAL AND FINANCIAL OVERVIEW OF NEW HOME
WARRANTY PROGRAMS

Methodology: The statistical summaries were compiled on the basis of information
provided by the New Home Warranty Programs. The information itself provides a
general overview of the warranty programs and is meant to be descriptive only. The
information consists of annual series from 1987 to 1992. Since the information
corresponds to the respective program’s annual fiscal year, in some cases direct
comparisons may not be possible. Wherever possible, data has been adjusted so that
a given category has the same meaning across the various warranty programs. This
has not always been possible; direct comparisons should be made carefully in all
categories. Furthermore, because of changes in reporting methods and categories,
some series may not be directly comparable from year-to-year.

Financial information provided is usually drawn from annual reports. Again,
comparisons should be made carefully since differences in accounting procedures exist
among the programs. '

ACQ was unwilling to provide such information.

Comments/Summary: Based on the information provided in the statistical summaries,
the late 1980s were a turbulent time for most New Home Warranty Programs. In all
cases, the number of claims rose substantially during 1987-1990, and levelled off or
declined thereafter. The value of claims followed a similar pattern.

® The amount of enrolment fees collected during the period fluctuated
dramatically for most programs, in keeping with the trend in housing starts
and the generally depressed housing market over that time.

L The number of builders registered in most programs followed the same
pattern as enrolment fees.

PRA

Prairie Research Associates Inc.




Al
5.1 Atlantic New Home Warranty Corporation

TOTS/AVGS
Fiscal Year Ending Feb 28. 1987 1988 1989 1990 1991 1992 1993 1987-93
REGISTRATION/ENROLMENT
Number of New Builders Registered 257 233 173 158 111 82 128 1142
Number of Builders Deregistered 96 126 141 154 147 171 101 936
Net Builders on Register 858 965 997 2001 965 896 928 1087
Number of Homes Enrolled (Gross) 4151 4607 4425 4051 3546 2821 4250 27851
Number of Homes De-Enrolied 292 474 828 683 632 710 523 4142
Warranty Certificates Issued Not Provided.
Net Homes Enrofled 3859 4133 3597 3368 2914 2111 3725 23707
Number of Homes Still at Risk N/A 13296 15372 16688 16956 16577 16054 13563
Average Enrolment per Builder 4.8 4.8 4.4 2.0 3.7 3.1 4.6 3.93
FINANCIAL INFORMATION
Enrolment Fees (less insurance) $323,423 $381,375 $403,480 $406,104 $386,515 $443,699 $547,369 $2,891,965
Registration and Renewal Fees $128,500 $115,500 $85,500 $77,000 $55,500 $40,000 $63,000 $565,000
Program Expenditures $472,215 $595,496 $616,699 $598,822 $902,727 $740,576 $783,933 $4,710,468
COMPLAINTS
Tota! Complaints Received 613 617 875 799 591 419 480 4394
Total Congciliations Performed 65 110 135 119 116 71 57 673
Complaints/1000 Enrolments 147.7 133.9 197.7 197.2 166.7 148.5 1129 157.8
Congciliations/1000 Enrolments 157 239 30.5 294 32.7 25.2 134 24.2

For the period from September 30, 1988 to September 30, 1993, complaints were received in the following proportions. The Program has indicated that this pattern is lairly stat

Interior Finishing 41.5% Exterior Finishing 32.6% Mechanical Systems 10.0% Basement 8.8% Structural 1.8% Contractual 5.3%
CLAIMS

Number ol Claims (Total) 31 36 56 86 94 92 63 458
Number of First Year Claims 16 15 32 64 52 54 26 259
Number of MSD Claims 15 21 24 22 42 38 37 199
Number of Deposit Claims 1 0 0 1 0 0 0 2
Value of Claims (Grossed Up) $143,163 $126,763 $174,319 $208,623 $328,693 $371,702 $245,181 $1,598,444
Value of First Year Claims $90,527 $93,601 $102,573 $155,583 $190,915 $195,513 $73,944 $902,656
Value of MSD Claims $47,636 $33,162 $71,746 $48,040 $137,778 $176,189 $171,237 $685,788
Value of Deposit Claims $5,000 $0 $0 $5,000 $0 $0 $0 $10,000
Claims Recovery (L/C's, etc.) $20,594 $16,273 $22,663 $30,801 $13,693 $40,346 $14,039 $158,409
Number ol Claims/1000 Enrolments 7.5 7.8 127 21.2 26.5 32.6 14.8 16.4
Average Cost of Claims (combined) $4,618 $3,521 $3,113 $2,426 $3,497 $4,040 $3.892 $3,490
Average First Year Claim $5,658 $6,240 $3,205 $2,431 $3,671 $3,621 $2,844 $3,485
Average MSD Claim $3,176 $1,579 $2,989 $2,184 $3,280 $4,637 $4,628 $3,446
Average Deposit Claim $5,000 $0 $0 $5,000 $0 $0 $0 $5,000

Information marked as "Not Provided” was not provided by the respective home warranty program. Information marked as *Not Applicable” is not applicable to a particular home
warranty.

Source: ANHWP Annuaf Reports and Background information provided and verified by ANHWP.
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A63
5.2  La Garantie des Maisons Neuves du Quebec (APCHQ)

TOTS/AVGS
Fiscal Year ending September 30. 1987 1988 1989 1890 1991 1992 1987-92
REGISTRATION/ENROLMENT

Number of New Builders Registered 461 607 576 546 999 5§70 3759

Number of Builders Deregistered 275 342 379 374 418 640 2428

Net Builders on Register 1364 1546 1616 1716 2159 1907 1718

Number of Homes Enrolled (Gross) 20649 16736 13752 14696 15644 16738 98215
Number of Homes De-Enrolled Not Provided.

Warranty Certificates Issued 18811 17667 16745 14723 11722 20074 99742

Net Homes Enrolled 20649 16736 13752 14573 15519 16442 97671

Number of Homes Still at Risk N/A 88228 82906 82247 80737 76734 68475

Average Enrolment per Builder 15.1 10.8 8.5 8.5 7.2 8.6 9.8

FINANCIAL INFORMATION
Enrolment Fees Collected $5,723,000 $5,026,000 $4,135,000 $3,814,000 $4,084,000 $4,395,000 $27,177,000
Builder Registration Fees Not Provided.
Registration Renewal Fees Not Provided.
Program Expenditures $2,357,000 $2,854,000 $3,298,000 $3,452,000 $3,712,000 $3,376,000 $19,049,000

COMPLAINTS
Total Complaints Received 1164 981 1028 881 1024 N/A 5078
Total Conciliations Performed 611 593 658 473 556 N/A 2891
Complaints/1000 Enrolments 56.4 58.6 74.8 59.9 65.5 0.0 51.7
Conciliations/1000 Enrolments 29.6 354 47.8 32.2 355 0.0 29.4

For the longer period from 1977-1991, complaints were received by the program in the following proportions. The Program has indicated that this patterr
is relatively stable.

Exterior Cladding 11.7% Mech./Elec./Plumb. 13.1% Doors/Windows 17.5% Major Structural 2.0%
Water Penetration 11.6% Finishing - 13.7% Drywall/interior 20.5% Others 9.9%
CLAIMS
Number of Claims (Total) 1442 981 1028 881 1024 1200 6556
Number of First Year Claims Not Provided.
Number of MSD Claims Not Provided.
Number of Deposit Claims Not Provided.
Value of Claims (Grossed Up) $908,825 $945,765 $1,099,760 $1,517,954 $1,986,039 $2,891,781 $9,350,124
Value of First Year Claims $683,035 $746,515 $952,944 $1,295,245 $1,829,086 $2,787,744 $8,294,569
Value of MSD Claims Not Provided.
Value of Deposit Claims $203,890 $147,563 $87,985 $180,277 $84,151 $39,862 $743,728
Claims Recovery Not Provided.
Number of Claims/1000 Enrofments 69.8 58.6 74.8 60.5 66.0 73.0 67.1
Average Cost of Claims (combined) $630 $964 $1,070 $1,723 $1,939 $2,410 $1,426
Average First Year Claim Not Provided.
Average MSD Claim Not Provided.
Average Deposit Claim Not Provided.

Information marked as *Not Provided' was not provided by the respective home warranty program. Information marked as "Not Applicable® is not applicable
to a particular home warranty.

Source: Background information provided and verified by APCHQ

PRA
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Fiscal Year Ending December 31.

REGISTRATIONJENROLMENT
Number of New Builders Registered
Number of Builders Deregistered
Net Builders on Register

Number of Homes Enrolled (Gross)
Number of Homes De-Enrofled
Warranty Certificates Issued

Net Homes Enrolled

Number of Homes Still at Risk

Average Enrolment per Builder

FINANCIAL INFORMATION
Enrolment Fees
Registration Fees
Registration Renewal Fees
Program Expenditures

COMPLAINTS
Total Complaints Received
Total Conciliations Performed

Complaints/1000 Enrolments
Conciliations/1000 Enrolments

CLAIMS
Number of Claims (Total)
Number of Builder Claims
Number of MSD Claims
Number of Deposit Claims

Value of Claims (Grossed Up)
Value of Builder Claims

Value of MSD Claims

Value of Deposit Claims

Claims Recovery (L/C's, etc.)
Number of Claims/1000 Enrolments
Average Cost of Claims {(combined)

Average Builder Claim

Average MSD Claim
Average Deposit Claim

Information marked as *Not Provided" was not provided by the respective home warranty program. Information marked as "Not Applicable® is nét applic

to a particular home warranty.

1987

1870
690
5959

74300

Not Provided.

49714

Not Provided.
Not Provided.

12.5

$26,289,044
$684,600
$400,200
$5,256,719

16000
2762

201.9
37.2

1507
787
77
643

$3,502,728
$1,226,630

$235,377
$2,040,721

$437,223
20.3
$2,324
$1,569

$3,057
$3,174

Ontario New Home Warranty Program

1988

207
7068
72300

63706

10.2

$28,328,506
$723,100
$470,900
$9,028,922

16594
4082

228.5
56.5

1125
842
78
205

$7,973,256
$2,952,019

$291,700
$4,729,537

$800,000
16.6
$7,087
$3,506

$3,740
$23,071

1989

N/A
1270
8173

76500

63057

9.4

$28,801,435
$779,800
$583,000
$16,222,240

15940
5146
208.4

67.3

1300

$5,956,818
$3,778,294
$207,231
$1,971,293
$2,000,000
17.0

$4,582

1990

N/A
N/A
7193

41398

50745

5.8

$8,516,150
$473,200
$531,300
$17,299,017

12600
2600

304.4
62.8

1550
Not Provided.
Not Provided.
Not Provided.

$16,200,000
Not Provided.
Not Provided.
Not Provided.

$2,800,000
37.4
$10,452

Not Provided.

Not Provided.
Not Provided.

Source: ONHWP Annual Reports and Background information provided and verified by ONHWP.

N/A

N/A
6176
31402

34000

5.1

$3,229,417
$419,850
$985,400
$17,897,822

12236
2073
389.7

66.0

2010

$22,700,000

$7,100,000
64.0

$11,294

PRA

1992

N/A

N/A
5462
24200

N/A

4.4

$9,327,000
$511,000
$1,367,000
$17,685,000

9675
1740
399.8
71.9

1270

$15,700,000

$4,700,000
52.5

$12,362

TOTS/AVGS
1987-02

N/A
hsa
(3

320100

$104,491,552
$3,691,€
$4,337,¢

$83,389,720

82(
18403

87

$72,032,¢

$17,837,cc
>

$8.2c.

Prairie Research Associates Inc.
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5.4 New Home Warranty Program of Manitoba Inc.

Fiscal Year Ending December 31.

REGISTRATION/ENROLMENT
Number of New Builders Registered
Number of Builders Deregistered
Net Builders on Register

Number of Homes Enrolled (Gross)
Number of Homes De-Enrolled
Warranty Certificates Issued

Net Homes Enrolled

Number of Homes Still at Risk

Average Enrolment per Builder

FINANCIAL INFORMATION
Enrolment Fees
Registration and Renewal Fees
Program Expenditures

COMPLAINTS
Total Complaints Received
Total Conciliations Performed
Complaints/1000 Enrolments
Conciliations/1000 Enrolments

1987

$438,040
$39,800
$376,309

132
&9
471
21.1

1988

66
a4
244
2412

2703
2405
12730

9.9

$414,420
$49,400
$359,569

146
87
60.5
36.1

Complaints can be broken down for each year as follows:"

Basement

Site & Preparation

Floors

Doors/Windows
Painting/Ceiling/Cabinets/Walls
Exterior Finishing (including Garages)
Structural (including Framing)
Mechanical/Heating/Electrical/Plumbing

CLAIMS
Number of Claims (Total)
Number of Builder Claims
Number of MSD Claims
Number of Deposit Claims

Value of Claims (Grossed Up)
Value of Builder Claims

Value of MSD Claims

Value of Deposit Claims

Claims Recovery

Number of Claims/1000 Enrolments

Average Cost of Claims (combined)
Average Builder Claim

Average MSD Claim

Average Deposit Claim

4.2%
2.9%
8.7%
8.7%
32.8%
24.4%
5.9%
11.4%

31
21
9
1

$102,285
$58,840
$38,445
$5,000
$20,549
111

$3,300
$2,802
$4,272
$5,000

4.0%
5.0%
9.0%
18.0%
34.0%
16.0%
3.0%
11.0%

60
54
4
2

$178,500
$158,103
$10,397
$10,000
$14,800
24.9

$2,975
$2,928
$2,599
$5.000

1989

196

2145
24
2148
2121
12858

10.9

$352,505
$29,850
$422,155

101
51
47.1
23.8

5.3%
2.5%
51%
10.0%
32.4%
27.1%
7.8%
9.8%

$135,200
$113,151
$22,049
$0
$44,000
233

$2,704
$2,460
$5,512

N/A

1990

25
183

1800
70
2110
1730
12743

9.8

$296,865
$29,120
$432,114

103
60
57.2
33.3

7.0%
4.0%
9.0%
18.0%
28.0%
19.0%
3.0%
12.0%

$176,955
$136,210
$12,295
$28,450
$88,752
32.8

$2,999
$2,619
$4,098
$7,113

1991

19
164

930
39
905
891
10743

5.7

$155,390
$25,350
$287,583

227
2
2441
45.2

7.2%
1.5%
N/A
N/A
39.0%
19.0%
17.5%
15.8%

204
186
13
5

$340,061
$254,191
$80,870
$5,000
$215,989
219.4

$1,667
$1,367
$6,221
$1,000

1992

23
28
189

1357

1167
1349

8.5

$231,670
$22,950
$227,980

100

737
16.2

9.6%
3.0%
N/A
N/A
32.3%
22.1%
16.8%
16.2%

108
98
9

1

$228,660
$205,910
$21,750
$1,000
$155,984
79.6

$2,117
$2,101
$2,417
$1,000

A65

TOTS/AVGS
1987-92

210
264
195

11445

163
11893
11282
11715

9.6

$1,888,890
$196,470
$2,105,710

809
321
70.7
28.0

512
457
42
13

$1,161,661
$926,405
$185,806
$49,450
$540,074
447

$2,269
$2,027
$4,424
$3,804

Information marked as *Not Provided" was not provided by the respective home warranty program. Information marked as "Not Applicable* is not applicable

to a particular home warranty.

' Due to a change in the reporting method in 1991, comparisons should be made carefully.

Source: MNHWP Annual Reports and Background information provided and verified by MNHWP.
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5.5 New Home Warranty Program of Saskatchewan Inc.

Fiscal Year Ending December 31.

REGISTRATION/ENROLMENT
Number of New Builders Registered
Number of Builders Deregistered
Net Builders on Register

Number of Homes Enrolled (Gross)
Number of Homes De-Enrolied
Warranty Certificates Issued

Net Homes Enrolled

Number of Homes Still at Risk
Average Enrolment per Builder

FINANCIAL INFORMATION
Enrolment Fees Collected
Builder Registration Fees
Registration Renewal Fees
Program Expenditures

COMPLAINTS
Total Complaints Received
Total Conciliations Performed
Complaints/1000 Enrolments
Conciliations/1000 Enrolments

1987

14
21
174

1848

2054
1843
10608
10.6

$421,130
$22,875
$18,161
$433,375

157
33
85.2
17.9

1988

8
33
149
1129
1"
1224
1118

10431
7.5

$196,795
$6,650
$17,479
$402,903

189
36
142.2
322

Complaints can be broken down for each year as foliows:*

Interior

Exterior

Concrete
Mechanical/Electrical/Plumbing
Ext. Finish/Eaves/Roofs/insul./Site
Int Finish/Stairs/Fire & Sound Prot
Structural
Windows/Doors/Skylights

CLAIMS
Number of Claims (Total)
Number of First Year Claims
Number of MSD Claims
Number of Deposit Claims

Value of Claims (Grossed Up)
Value of First Year Claims
Value of MSD Claims

Value of Deposit Claims
Claims Recovery (L/C's, efc.)

Number of Claims/1000 Enrolments
Average Cost of Claims (combined)
Average First Year Claim

Average MSD Claim

Average Deposit Claim

205
140
N/A
N/A
N/A
N/A
N/A
N/A

21

N/A

N/A
1

$69,489
$48,991
$18,498

$2,000
$13,913

11.4

$3,309
N/A
N/A

$2,000

218
201
N/A
N/A
N/A
N/A
N/A
N/A

37
31

1

$46,703
$24,427
$13,265

$9,011
$58,123

331
$1,262
$788
$2,653
$9,011

1989

4
39
114

755
27
861
728
7590
6.4

$127,900
$3,800
$27,034
$332,947

164

225.3
65.9

325
190
N/A
N/A
N/A
N/A
N/A
N/A

98
75
12
11

$139,657
$41,192
$15,966
$82,500
$82,589

134.6
$1,425
$549
$1,331
$7,500

$148,445
$3,350
$19,271
$267,821

100
15
189.5
23.9

150
N/A
N/A
N/A
N/A
N/A
N/A

$58,319
$45,469

$2,350
$10,500
$24,223

60.6
$1,535
$1,299
$2,350
$5,250

1991

15
70

337

361
328
5251
4.7

$87,627
$950
$17,644
$208,652

54

13
164.6
39.6

115

N/A
N/A
N/A
N/A
N/A
N/A

- a»RY

$49,068
$38,342
$6,233
$4,494
$29,856

82.3
$1,817
$1,743
$1,558
$4,494

1992

24
13
81

722

582
717
3518
8.9

$202,696
$20,800
$14,156
$271,854

46
10
64.2
13.9

N/A
N/A
12
24

10
32

29
23
5
1

$31,455
$18,681
$5,274
$7,500
$19,719

40.4
$1,085
$812
$1,055
$7,500

TOTS/AVC
1987-

55
15
1"

5425

575

5361

3772
7.

$1,184,593
$58,42
$113,74

$1,917,552

68
155
126.8

28.

25(

18¢
27
17

$394,69.
$217,102

$61,58¢€
$116,00¢
$228,420

46.€
$1,57¢
$1,167
$2,281
$6,824

Information marked as "Not Provided® was not provided by the respective home warranty program. Information marked as "Not Applicable® is not applic:

to a particular home warranty.

' Due to a change in the reporting method in 1992, comparisons should be made carefully. Note also that the number of complaints here adds to more t
the number reported above due to multiple problems for the same complaint

Source: Background information provided and verified by SNHWP

PRA
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5.6 The Alberta New Home Warranty Program

Fiscal Year Ending September 30.

REGISTRATION/ENROLMENT
Number of New Builders Registered
Number of Builders Deregistered
Net Builders on Register

Number of Homes Envolled (Gross)
Number of Homes De-Enrolied
Warranty Certificates Issued

Net Homes Enrolied

Number of Homes Still at Risk

Average Enrolment per Builder

FINANCIAL INFORMATION
Enrolment Fees
Registration and Renewal Fees
Program Expenditures

COMPLAINTS
Total Complaints Received
Total Conciliations Performed

Complaints/1000 Enrolments
Conciliations/1000 Enrolments

CLAIMS
Number of Claims (Total)
Number of Builder/1st Year Claims
Number of BP| Claims'
Number of MSD Claims
Number of Deposit Claims

Value of Claims (Grossed Up)
Value of Builder/First Year Claims
Value of BPI Claims

Value of MSD Claims

Value of Deposit Claims

Claims Recovery (L/C's, etc.)
Number of Claims/1000 Enrolments

Average Cost of Claims (combined)
Average Builder/First Year Claim
Average BP| Claim

Average MSD Claim

Average Deposit Claim

126
110
476

5617

4327
5610
29711

$788,008
$148,800
$1,016,877

471
405

83.9
721

293

233
N/A
31
29

$570,077
$344,322
N/A

$134,355

$91,400

$258,127
522

$1,946
$1,478
N/A
$4,334
$3,152

1988

e&8

4

4399
27611

14.5

$1,443,245
$140,930
$847,523

303
237

455
35.6

240

171
N/A
33
36

$635,358
$327,023
N/A

$160,540

$147,795

$166,047
36.0

$2,647
$1,912
N/A
$4,865
$4,105

1989

$1,443,630
$145,355
$885,563

421
373

52.7
46.6

250
216
N/A
10
24

$496,281
$298,777
N/A

$125,772

$71.732

$251,224

313

$1,985
$1.383
N/A
$12,577
$2,989

1990

61
481

10547
87
9822
10460
37027

219

$2,588,778
$155,325
$1,201,499

441
387

41.8
36.7

188
154

N/A
33
1

$370,289
$236,649
N/A

$131,862

$1,778

$186,868
17.8

$1,970
$1,537
N/A
$3,996
$1,778

1991

72
497

6401
61
7510

35504

12.9

$2,127,205
$160,039
$1,556,544

948
881

148.1
137.6

633
528
18
57
30

$1,909,678
$931,744
$282,592
$308,314
$387,028

$1,067,207
98.9

$3,017
$1,765
$15,700
$5,409
$12,901

1992

72
57
529

9581
199

9382
43351

18.1

$3,434,745
$177,033
$1,655,701

316

34.8
33.0

368
215
12
127
14

$1,574,820
$535,835
$182,114
$779,389
$77,482

$283,159
38.4

$4,279
$2,492
$15,176
$6,137
$5.534

TOTS/AVGS
1993

47
576

11586

9473
11526
48097

20.1

$4,734,233
$163,341
$1,714,103

451
426

38.9
36.8

287
151
56
72
8

$1.622,971
$63,172
$1,287,786
$200,937
$71,076

$1,137,168
248

$5,655
$418
$22,996
$2,791
$8,885

A67

1987-93

501
498

58392

523
51138
57869
35997

$16,559,844
$1,090,823
$8,877,810

3368
3025

57.7
51.8

2259
1668
86
363
142

$7,179,474
$2,737,522
$1,752,492
$1,841,169

$848,291

$3,349,800
38.7

$3,178
$1,641
$20,378
$5,072
$5.974

Information marked as "Not Provided" was not provided by the respective home warranty program. Information marked as *Not Applicable®is not applicable to a particular home

warranty.

! Buikier Performance indemnity

Source: Background information provided and verified by ANHWP and ANHWP Annual Reports
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5.7 New Home Warranty Program of British Columbia and the Yukon

TOTS/AVGS
Fiscal Year ending February 28, 1987 1988 1989 1990 1991 1992 1993 1987-93
REGISTRATION/ENROLMENT
Number of New Builders Registered 256 302 252 202 160 126 269 1567
Number of Builders Deregistered 213 220 243 198 220 97 104 1295
Net Builders on Register 719 801 810 814 754 783 948 5629
Number of Homes Enrolled (Gross) 7369 10942 9642 10066 6181 7308 12291 63799
Number of Homes De-Envolled 352 145 290 683 474 19 8 1971
Warranty Certificates lssued 6399 9202 7416 9383 7827 6382 8218 54827
Net Homes Envolled 7017 10797 9352 89383 5707 7289 12283 61828
Number of Homes Still at Risk 27257 35833 41429 46515 45949 45943 49106 41719
Average Enrolment per Builder 9.8 13.5 1.5 115 7.6 9.3 13.0 10.9
FINANCIAL INFORMATION
Enrolment Fees Collected Not Provided
Builder Registration Fees Not Provided
Registration Renewal Fees Not Provided
Program Expenditures Not Provided
COMPLAINTS
Total Complaints Recetved 628 654 1288 1728 1836 1537 1119 8790
Total Conciliations Performed 124 111 168 182 250 198 153 1186
Complaints/1000 Enrolments 89.5 60.6 137.7 184.2 321.7 210.9 91.1 142.2
Conciliations/1000 Enrolments 17.7 10.3 18.0 19.4 43.8 27.2 12.5 19.2
CLAIMS
Number of Claims (Total) 134 137 127 306 304 427 332 1767
Number of First Year Claims 114 120 89 235 203 301 185 1247
Number of MSD Claims 13 14 31 68 100 123 147 496
Number of Deposit Claims 7 3 7 3 1 2 0 23
Value of Claims {Grossed Up) $181,142 $173,981 $187,717 $399,145 $465,781 $811,440 $734,179 $2,953,385
Value of First Year Claims $111,072 $94,015 $96,445 $213,337 $153,325 $509,702 $394,816 $1,572,712
Value of MSD Claims $40,070 $64,966 $56,272 $170,808 $311,656 $273,738  $339,363 $1,256,873
Value of Deposit Claims $30,000 $15,000 $35,000 $15,000 $800 $25,000 $0 $120,800
Claims Recovery (L/C’s, etc.) $20,895 $58,313 $37,260 $57,476 $83,165 $166,720 $52,983 $476,812
Number of Claims/1000 Enrolments 19.1 12.7 13.6 32.6 533 58.6 27.0 28.6
Average Cost of Claims (combined) $1,352 $1,270 $1,478 $1,304 $1,532 $1,900 $2,211 $1,671
Average First Year Claim $974 $783 $1,084 $908 $755 $1,693 $2,134 $1,261
Average MSD Claim $3,082 $4,640 $1,815 $2,512 $3,117 $2,226 $2,309 $2,534
Average Deposit Claim $4,286 $5,000 $5,000 $5,000 $800 $12,500 ERR $5,252

Information marked as "Not Provided” was not provided by the respective home warranty program. Information marked as “Not Applicable” is not applicable to a particular home
warranty.

Source: Background information provided and verified by BCNHWP,
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PART B:
A SURVEY OF THE NEW HOME CONSTRUCTION
QUALITY GUARANTEE

PREFACE

The information in this report is based upon information provided by J. Folk &
Associates and verified by PAFCO Insurance Company. No attempt has been made
to verify the claims made as to coverages or program scope. The reader is advised
that the sole purpose of this report is to collect and synthesize publicly available
information without making or implying any evaluation.

Descriptions of program features are taken directly from written information or have
been provided and approved by J. Folk & Associates or by PAFCO Insurance

Company.

PRA
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1.0 PURPOSE OF THE REVIEW

Home warranty programs have been a feature of the new housing industry for the
past two decades. All regions of Canada except the North-West Territories have
industry-supported programs designed to provide the purchaser of a new home with
coverage against a number of structural and systems defects. Traditionally, these
warranty programs have only been offered by not-for-profit programs affiliated with
the National Home Warranty Council or with a provincial builders association.

More recently, however, PAFCO Insurance Company has entered into the new home
warranty market in Alberta with a for-profit new home warranty plan called the New
Home Construction Quality Guarantee.

Canada Mortgage and Housing Corporation engaged Prairie Research Associates Inc.
(PRA) to prepare a description of the current programs available across Canada.
The overview is designed to be factual and detailed, without commentary or analysis.

This report is divided into two sections. The first (chapters 2 and 3) provides a brief
outline of the methodology used in compiling the report and of the major features
of PAFCO’s New Home Construction Quality Guarantee. The second (chapter 4)
provides a description of the objectives, coverages, and various procedures used by
the New Home Construction Quality Guarantee.

PRA
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2.0 METHODOLOGY

This review is based on information provided by J. Folk & Associates and by PAFCO
Insurance Company. J. Folk & Associates was contacted initially by telephone to
explain the nature of the research. Basic information about the New Home
Construction Quality Guarantee (public information kits, builder registration
packages, sample warranty certificates, etc ...) at was requested that time.

The information received was categorized and summarized in a series of tables.
Once the preliminary tables were prepared, additional contacts were made requesting
missing information. The tables were reviewed and supplemented by J. Folk &
Associates and PAFCO Insurance Company representatives prior to publication.

PRA
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3.0 OUTLINE OF THE MAIN FEATURES OF THE PAFCO NEW HOME
CONSTRUCTION QUALITY GUARANTEE

3.1 Program Configuration

The New Home Construction Quality Guarantee (NHCQG) is currently sold as a
construction insurance policy on new homes in Alberta. The warranty is underwritten
by PAFCO Insurance Company, but is administered and sold by J. Folk & Associates
which operates as an insurance broker for PAFCO. I. Folk & Associates is also
responsible for line administration of the warranty, including the enrolment of homes,
registration of builder members, and the conciliation of disputes between
homeowners and builders.

3.2 General Features of the New Home Construction Quality Guarantee

° The seven New Home Warranty Programs and ACQ’s Plan de garantie des
maisons neuves were traditionally the only source of construction/structural
warranties on new homes. In each case, these programs are operated by not-
for-profit companies set up in close affiliation with provincial home builders’
associations.

° In 1990, PAFCO Insurance Company introduced the NHCQG. The NHCQG
is the first for-profit home warranty offered in Canada, and is administered
and sold by J. Folk & Associates. The NHCQG is currently only available in
Alberta.

° In the first year of the NHCQG, the warranty ensures that the builder will
correct, verify, and qualify defects which arise as a result of faults in either
workmanship or materials. In the second through fifth years, the warranty is
limited to correcting Major Structural Defects (MSD). In this warranty
period, the responsibility for settling claims lies with PAFCO, with limited
rights of recovery back to the builder, as is typical for most insurance
programes.

o The NHCQG also covers consumers against possible loss of a prepayment or
deposit and provides for off-site living expenses in the event that warranty
work displaces the home’s occupants.

° The NHCQG also indemnifies builders against construction defects which
become apparent beyond the first year of possession.

PRA
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PAFCO has implemented a builder registration process which screens builders
for financial security, construction quality, and managerial expertise. PAFCO
has established its own criteria for determining builder suitability. These
criteria are applied by J. Folk & Associates, which is responsible for the actual
screening process.

Once a builder firm is accepted as a member of the NHCQG, it agrees to be
bound by program regulations and guidelines. Builders which fail to comply
with regulations or guidelines are subject to de-registration.

Once a builder is registered with the NHCQG, he/she must enrol all eligible
units. Enrolment fees are due at the date of enrolment.

PAFCO assumes responsibility for warranty coverage in the event of builder
failure.

Homeowner complaints are directed initially to J. Folk & Associates, who acts
as a facilitator between the builder and the consumer. If the builder fails to
address a customer complaint, PAFCO has the authority to appoint a claims
adjuster to settle the dispute.

Warranty claims are made in a similar manner as are regular insurance claims.

PRA
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40 ORGANIZATION OF THE NEW HOME CONSTRUCTION QUALITY
GUARANTEE

41 Stated Goals and Objectives

Methodology: The goals and objectives listed below have been provided directly by
PAFCO on the basis of a sample table provided to it. In most cases, the language
used by PAFCO to express its goals has been quoted directly to prevent ambiguities
or misinterpretation.

Comments: According to its Mission Statement, the NHCQG is committed to
providing builders and consumers with a dependable new home warranty program
the protects the investment of the individual and encourages builder integrity.

° The NHCQG cites as a goal the encouragement of the highest possible ethical
standards for its program administrators and builder members.

° PAFCO conducts face-to-face annual meeting between member builders and
program administrators to encourage open lines of communication. The
program also encourages consumers to contact J. Folk & Associates with any
of their concerns or questions.

PRA
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Mission Statement

it is the goal of PAFCO Insurance Company and NHCQG to offer member builders and their
customers/consumers access to a viable, refined, dependable New Home Warranty
program that protects the investment of the individual and encourages builder integrity and
the long term commitment to the development of high quality affordable housing.

Standards Construction standards at a minimum to meet those enunciated by the National Building
Code of Canada. Encourage the highest possible ethical standards on behalf of program
administrators member builders.

Service Member builders and individual consumers are provided with details to ease program

access.

Communication

Face to face annual meetings between member builders and the program and regular
newsletter mailings to member builders. Consumers are encouraged to contact the
program administrators with any concerns or questions regarding the warranty program.

Complaints

Consumers receive detailed information on the program's preferred method for dealing with
consumer complaints. Builders are apprised at time of membership on the recommended
procedure to follow for program enquiries and complaint registration.

Industry Promotion

PAFCO Insurance Company will strive to restrict lobbying to a level of open communication
between the government bodies and the program administrators.

Training - Professional
Development

PAFCO Insurance Company requires that its inspectors be current in developments
concerning the National Building Code of Canada.
Developing self-help/education programs.

Viability PAFCO Insurance Company has nation-wide expertise as a guarantor of programs and as
an insurance underwriter and administrator. PAFCO has completed 10 years of research
and development to the new home warranty market and is committed to being a long-term,
stable insurer.

Other Not Provided.

Information marked as "Not Provided® was not provided by PAFCO insurance Company. Information marked as "Not Applicable’

is not applicable to the NHCQG.

' Source: PAFCO Insurance Company.
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4.2  Organization and Legal Structure

Methodology: The information presented below on the organization and legal
structure of PAFCO Insurance Company was provided directly by PAFCO on the
basis of a sample table provided to it.

Comments: The NHCQG is an insurance policy offered by a private insurance
company. As a result, it does not have an "organizational structure" that is
comparable to the not-for-profit home warranties which are all organized for the
express purpose of providing a single home warranty.

[ The NHCQG was established in 1990.

L PAFCO Insurance Company is organized as a private insurance company. As
an insurance company, PAFCO is regulated by the Superintendent of
Insurance (or equivalent position) in each province in which it operates and
is also required to comply with any regulations or legislation pertaining to
insurance in that province.

L The warranty is administered jointly by PAFCO Insurance Company and its
broker J. Folk & Associates.

PRA
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Year Established

1890

Relevant Legisiation

Reievant provincial Insurance Act;
Relevant provincial Condominium Property Act or similar legislation.

Corporate Structure

Private Insurance Company.

Board of Directors
Term
Elected/Appointed
Restrict'ns
Quorum & Approval

Committees

Not Applicable.
Not Applicable.
Not Applicable.
Not Applicable.
Not Applicable.
Not Applicable.

Fiscal Year End

December 31.

Program Administration

The warranty is administered by a committee comprised of representatives from PAFCO
Insurance Company and the designated broker.

Information marked as "Not Provided" was not provided by PAFCO Insurance Company. Information marked as *Not Applicable*

is not applicable to the NHCQG.

' Source: PAFCO Insurance Company.

PRA

Prairie Research Associates Inc.




B10

43  Warranty Information

Methodology: Warranty information was taken directly from the NHCQG warranty
certificate or from Builder Agreements provided by J. Folk & Associates. This
information was confirmed by PAFCO Insurance Company. Clarification of
terms/definitions was obtained directly from the program where appropriate. Existing
technical/legal information has been preserved wherever possible in order to make
accurate comparisons between programs. Ease in presentation, however, has
required the exclusion or modification of some of the legal construction of warranty
provisions.

Comments/Summary: The NHCQG protects the consumer against defects in
workmanship or materials during the first year after the date of possession and
against Major Structural Defects for the first five years after the date of possession.
The warranty also covers consumers against builder failure by providing
deposit/prepayment loss protection and completion insurance.

° Responsibility for defects in workmanship or materials and major structural
defects during the first year lies with the builder. Warranty claims in the
second or subsequent years are the responsibility of PAFCO Insurance
Company.

. Homes covered by the NHCQG are not presently eligible for CMHC-backed
mortgage loan insurance under the National Housing Act.

o The NHCQG does not provide for extended warranty coverage.

PRA
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Year Coverage First Offered

Geographic Coverage

At present, warranty is only offered in Alberta.

Relevant Definitions
Defects

Major Structural Defects

*Defect’ means work or material which is inferior to the standards of work and material
prescribed under the Alberta Building Code in force at the time of construction.

*Structural Defect’ means a defect in one or more of the following load-bearing components
of a Residential Unit which impairs the overall structural integrity and stability of the
Residential Unit: the piles, footings, foundation walls, grade beams, teleposts, bearing wall,
floor joists, posts and beams, and roof trusses.

Application

Prepayment or Deposit
Loss

Completion
Substitution

Workmanship and Materials

Building Envelope
Major Systems
Major Structural Defects

The Home Warranty Applies to:
Default by the builder of the return of a deposit or prepayment. (!)

Uncompleted work as set out in the Purchase Agreement in the event of builder failure. (!)
Not Applicable.

Defects in workmanship and materials for a one-year period beginning on the date of
possession. (*)

Not Applicable.
Not Applicable.

Major Structural Defects for a five-year period beginning on the date of possession. For the
first year, contractual responsibility for correcting defects lies with the builder. (!,*)

Exceptions

Purchaser-Supplied
Materials

Normal Cracks

Shrinkage
Insufficient Maintenance

Alterations

Subsidence
Visible Defects

Acts of God or beyond
Builder control

Secondary Damage
Other

The following items shall not be considered Defects in workmanship or materials:

Defects in design, workmanship or materials supplied by the purchaser.

Normal cracks in plaster, paint, drywall, masonry, stucco, and concrete work including
without limitation, cracks in basement floors, garage floors, retaining walls, patios, sidewalks,
and driveways.

Normal shrinkage or warping of materials.
Normal deterioration or wilful neglect or criminal act of the purchaser.

Any alteration, modification or addition to the Residential Unit made following the date of
possession.

Soil subsidence resulting from excavation or backfilling.
Defects apparent to and accepted by the purchaser on the date of possession.

Not Provided.

Consequential loss of any description.
Not Provided.

PRA
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Prepayment or Deposit Loss

Maximum Liability to the $50,000
Program
Completion Liability $25,000

Warranty Term

Builder's warranty expires after one year.
PAFCO's warranty expires after five years.

Oft-Site Living Expenses

$5,000 Emergency Living Expenses

Deductible

Not Applicable.

Extended Warranty
Term
Maximum Liability
Cost

Not Applicable
Not Applicable
Not Applicable
Not Applicable

Transferability

Yes

Information marked as “Not Provided"' was not provided by PAFCO Insurance Company. information marked as *"Not Applicable’

is not applicable to the NHCQG.

Note: Provisions marked by (!) are the responsibility of PAFCO Insurance Company.
Provisions marked by (*) are the responsibility of the builder.

Note: In all cases, PAFCO Insurance Company warrants that should the builder be unable or unwilling to honour the builder
warranty, it will be honoured by PAFCO.

1 Source: New Home Construction Quality Guarantee Insuring Agreement and background information provided by J. Folk &

Associates. Verified by PAFCO insurance Company.
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44  Builder Registration

Methodology: Builder registration refers to the process whereby a builder firm
becomes eligible to enrol its units in the NHCQG. The information in the following
table is drawn from Builder Registration Kits and background information provided
by J. Folk & Associates. Using registration kits as the reference point allows for a
better description of the warranty since it answers the basic question: "What criteria
are needed to become a member?"

Comments/Summary: J. Folk & Associates review builder suitability according to
criteria established by PAFCO. The process consists of a review of application
material, credit checks, and a review of reports from consumers, subtrades and
building inspectors.

° The initial application fee for the NHCQG is $500; renewal fees are
$300/year.

o PAFCO reserves the right to conduct interviews with applicants as part of the
review process.

° Registration must be renewed annually. Builders with complaints or claims
are interviewed as part of the renewal process.

PRA
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Application Materials
Application Form
Application Fee
Builder Agreements
Guarantees
Banking Information

Financial Statements

References

Other Information

Application must include:
Application Form

$500 + 7% G.S.T.

Builder Assurance Agreement
Not Provided.,

Bank Reference.

Most recent Financial Statements
Personal Net Worth statements of all principals.

List of all sub-trades and suppliers.

Completed business plan including cash flow projections and work in progress reports for
next twelve months.

Confirmation of Provincial Corporate Registry.

Copy of liability insurance coverage and Workers' Compensation number.

Review Process

Application is reviewed by PAFCO to determine builder suitability. The review process
includes a credit check and the consideration of reports from subtrades, building
inspectors and consumers. Interviews and inspections may be carried out to determine
the strength of the application.

Criteria for Registration

Technical Criteria

Financial Criteria

Other Criteria

Builder must demonstrate sufficient technical and managerial expertise. Technical
competence of the builder is established through inspections of ongoing projects, and
discussions with owners, support staff, and focal building inspectors. The expertise of
current management is assessed based on reports from inspectors, subtrades and
consumers.

Data submitted (financial statements, bank references, building activity, etc.} is assessed
according to specific parameters that reflect the geographic area of the applicant's
operations. Builders must demonstrate sufficient financial stability and liquidity to fulfil their
warranty obligations to the public. Where deemed necessary, letters of credit, personal
guarantees, or security bonds are established to ensure that the financial criteria are
satisfied. '

The builder must demonstrate an awareness of prevailing market conditions (as
determined by an interview) and must display a sound business reputation. Credit
investigation, other members, and the Canadian Home Builders Association are used to
establish the reputation of the builder.

PRA
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Term of Registration Membership is for one year.
Appeal Process Not Applicable.
Renewal of Registration
Renewal Process Renewal is automatic for builders without complaints or claims. Other builders are
interviewed prior to renewal.
Renewal Fee $300 + 7% G.S.T.

Information marked as *Not Provided™ was not provided by PAFCO Insurance Company. Information marked as *"Not Applicable*
is not applicable to the NHCQG.

! Source: Background information provided by J. Folk Associates. Verified by PAFCO Insurance Company.
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45  Housing Enrolment

Methodology: Housing enrolment refers to the process whereby a builder registers
a home for coverage with the NHCQG. The information presented in the table
below was drawn from the NHCQG Builder Registration Kit and from background
information provided by J. Folk & Associates.

Eligible housing units are defined both in terms of the kind of structure involved
(single detached, duplex, etc...) and the kind of ownership involved. This distinction
between type of structure and type of ownership is important because the type of
ownership affects the warranty coverage.

For the purpose of this study, type of ownership refers to the description used in the
initial construction and marketing of the home.

Comments: The NHCQG’s warranty coverage applies only to condominiums and
those units sold for private ownership. Rental properties and non-market housing are
not eligible for warranty coverage.

° Enrolment fees are based on a sliding scale using purchase price of the home
(including land) as a guide. The NHCQG has 13 different pricing levels, with
enrolment fees varying from $215-$485 per unit.

® Builder must enrol all units when they issue a deposit receipt or obtain a
Building Permit, whichever is earlier.

° The NHCQG does not apply to rental units.

PRA
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NEW HOME CONSTRUC'I’!ON QUALITY GUARANTEE‘ '. :
S Housing Enrolment - S

Responsibility for Enrolment

Builder must enrot all units at the earlier of issuing a deposit receipt or obtaining a

Semi-Detached
Duplex

Row Housing
Factory Buitt

Rental Housing:
Single Detached
Duplex
Row Housing
Apartment Blocks

Condominium Ownership:

Non-Market/Public Ownership:
Seniors Complexes
Public Housing

Other Buildings:

Yes

Not Provided.

Building Permit.
Eligible Units
Private Ownership:
Single Detached Yes

Yes (by special application)
Yes (by special application)
Yes (by special application)
Yes (by special application)

Not Applicable.
Not Applicable.
Not Applicable.
Not Applicable.

Not Applicable.
Not Applicable.

Ineligible Units

Not Provided.

Home Enrolment Fees

the price.

House Price
< 90K
80,001-100K
100,001-110K
110,001-120K
120,001-130K
130,001-140K
140,001-150K

Enrolment fees are based on purchase price and assume that land is included in

Note: All home enrolment fees are subject to 7% G.S.T.

Enrolment Fee
$215
$230
$245
$265
$280
$295
$325

House Price Enrolment Fee
150,001-160K $350
160,001-170K $380
170,001-180K $400
180,001-190K $420
190,001-200K $445

> 200K $485

Cancellation of Home Enrolment

of the builder.

In cases of builder failure, PAFCO Insurance Company assumes the responsibilities

Information marked as *Not Provided" was not provided by PAFCO Insurance Company. Information marked as *Not Applicable®

is not applicable to the NHCQG.

! Source: Background information provided by J. Folk & Associates. Verified by PAFCO Insurance Company.
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4.6  Construction and Inspection

Methodology: The information presented below is drawn from the NHCQG warranty
certificate and from background information provided by PAFCO Insurance
Company.

Comments: Since work up to the applicable construction standard is exempted from
a warranty claim, this standard directly affects home warranty coverage.

o NHCQG builders must comply with the minimum standards in the National
Building Code.

o PAFCO reserves the right to conduct inspections at its discretion.
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Construction Standard All units must comply with the minimum standards detailed by the National Building Code of
Canada.

Inspection Performed at PAFCO's discretion. Inspections are undertaken at the foundation, framing,
and completion prior to possession stages of home construction.

Information marked as "Not Provided* was not provided by PAFCO insurance Company. Information marked as *Not Applicable®
is not applicable to the NHCQG.

' Source: PAFCO Insurance Company.
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4.7 Dispute Mechanisms

Methodology: The information presented below is drawn from the NHCQG warranty
certificate and background information provided by J. Folk & Associates. Just as the
information in the section on Builder Registration was presented with the individual
builder as the point of reference, the information presented here is designed using
the individual consumer as the point of reference. The description of the dispute
mechanism follows the natural consumer progression from complaint, to conciliation,
to builder discipline or sanction.

Comments: Since PAFCO administers the NHCQG as an insurance policy, the
mechanism it has built to deal with customer claims and complaints is typical of its
other insurance policies.

L Under the NHCQG, initial complaints are directed to the broker who in turn
contacts the builder.

L If the builder is unable or unwilling to address the homeowner’s complaint,
J. Folk & Associates notify PAFCO Insurance Company. The company
advises the builder in writing that he/she has 120 days to satisfy the
homeowner’s complaints. If the dispute is not resolved within the 120 days,
PAFCO appoints an arbitrator/adjuster to rectify the defect.

o PAFCO reserves the right to de-register builders who do not comply with
program guidelines. '

PRA
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Purchaser Complaints Upon occupancy, the homeowner is advised of the broker's name and means of
contacting said broker. Initial complaints and queries as to coverage are handled by the
broker. M, in the broker's opinion, the customer has a justified complaint, the broker acts
as facilitator to ease rectification. Should the complaint be judged as unjustified, the
customer is so advised by the broker.

Conciliation Yes

Method of Conciliation In cases where the builder fails to rectify a defect to the customer's satisfaction, the
customer is asked to detail the complaint in written form to the broker's office. PAFCO
Insurance Company is advised of the situation at that point Before any action is taken by
the broker or by PAFCO, the builder is contacted and advised that there is a 120-day time
limit to satisfy the homeowner’s complaints. K the problem has not been rectified after the
120-day period has expired, PAFCO appoints an adjuster/arbitrator. The adjuster/arbitrator
is empowered to require the builder to rectity the defect or in the alternative to have the
defect corrected directly.

Arbitration See above
Method of Arbitration See above
Discipline of Builder Members if a builder fails to live up to obligations on a recurring basis, having previously been

warned, membership in the program may be cancelled or not renewed. The builder is
advised of this decision by Registered Letter from PAFCO Insurance.

information marked as *Not Provided" was not provided by PAFCO Insurance Company. Information marked as "Not Applicable®
is not applicable to the NHCQG.

' Source: Background information provided by J. Folk & Associates. Verified by PAFCO Insurance Company.
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48 Non-Warranty Activities

Methodology: The information presented below has been provided directly by
J. Folk & Associates and confirmed by PAFCO. Note that this information may not
fully express the extent of non-warranty activities undertaken by the either PAFCO
or J. Folk & Associates.

Comments: As previously indicated, PAFCO is operating the NHCQG as a for-profit
insurance program. As a result, its non-warranty activities are limited.

° PAFCO is developing builder seminars and public information sessions to
acquaint builders and consumers with the NHCQG.

[ PAFCO’s broker, J. Folk & Associates, is reported to be enrolled as a
member of the Calgary and Edmonton Home Builders’ Associations.

PRA

Prairie Research Associates Inc.




B23

Builder Incentives Not Provided.

Education and Training PAFCO Insurance Company is developing Builder Seminars and public information sessions.
Plans are currently being formatted pending a decision by CMHC.

Marketing/Publicity Not Provided.

Other Activities According to J. Folk & Associates, the program administrators are enrolled members of the

Canadian Home Builders Association.

Information marked as *Not Provided" was not provided by PAFCO Insurance Company. Information marked as "Not Applicable’
is not applicable to the NHCQG.

' Source: PAFCO Insurance Company.
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PART C:
A SURVEY OF RESALE HOME WARRANTY PROGRAMS
'IN CANADA

PREFACE

The information in this report is based upon information provided by the various
home warranty programs. No attempt has been made to verify the claims made as
to coverages or program scope. The reader is advised that the sole purpose of this
report is to collect and synthesize publicly available information without making or
implying any evaluation.

Descriptions of program features are taken directly from written information or have
been provided and approved by the warranty programs. In some cases there is
considerable variation in how the programs may express an essentially equivalent
program feature.

PRA

Prairie Research Associates Inc.




C2
1.0 PURPOSE OF THE REVIEW

Home warranty programs have been a feature of the new housing industry for the
past two decades. All regions of Canada except the North-West Territories have
industry-supported programs designed to provide the purchaser of a new home with
coverage against a number of structural and systems defects. Traditionally, these
warranty programs have only been offered by programs affiliated with the National
Home Warranty Council. Warranty coverage offered by these programs has also
been generally restricted to new housing construction.

More recently, however, private insurance companies have entered into the home
warranty market by providing warranties on existing homes for resale. Note that in
this context, a "resale home" is a home on which new home warranty coverage has
either expired or is not applicable. In most cases, this refers to a home which is older
than five or seven years and for which new home warranty coverage would have
expired. In the case where a home covered by a new home warranty is sold, warranty
coverage continues on that home as if there had been no change in ownership.

Canada Mortgage and Housing Corporation engaged Prairie Research Associates Inc.
(PRA) to prepare a description of the current programs available across Canada.
The overview is designed to be factual and detailed, without commentary or analysis.

This report is divided into two sections. The first (chapters 2 and 3) provides a brief
outline of the methodology used in compiling the report and of the major features
of the resale home warranty programs. The second (chapter 4) provides a
description of the objectives, coverages, and various procedures used by the resale
home warranties in Canada.
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20 METHODOLOGY

This review is based on information provided by each of the warranty programs.
Each program was contacted initially by telephone to explain the nature of the
research. Basic information about the programs (public information kits, registration
packages, sample warranty certificates, etc ...) was requested at that time.

The information received was categorized and summarized in a series of tables.
Once the preliminary tables were prepared, additional contacts were made requesting
missing information. The tables were reviewed and supplemented by program
representatives prior to publication.

Wherever possible, similar information categories and definitions were used to ensure
that information is comparable across programs. The methodology descriptions
relevant to each table outline some of the constraints of this approach.
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3.0 OUTLINE OF THE MAIN FEATURES OF RESALE HOME
WARRANTY PROGRAMS

3.1 Program Configuration

A number of resale home warranties are currently offered in Canada. A resale
warranty usually covers the major systems (heating, plumbing, electrical) of a used
home. Resale warranties are typically offered by real estate or finance companies as
incentives to purchase or finance a used home. Resale warranties in Canada are
currently underwritten by Continental Insurance Company and by PAFCO Insurance
Company. PAFCO Insurance Company offers more than one individual resale home
warranty plan.

3.2  General Features of Resale Home Warranty Programs

° Two private insurance companies recently began to offer warranties on resale
homes. Resale warranties are sold by real estate agencies, mortgage lenders
and trust companies largely as financing incentives. Resale warranties do not
apply to new homes, rather they cover the major systems (electrical, heating,
and plumbing) of existing used homes.

o Dominion Home Warranty administers (but does not actually sell) the resale
warranty underwritten by Continental Insurance Company. Real estate agents
and mortgage companies act as brokers for Dominion.

° PAFCO Insurance Company underwrites more than one resale home
warranty. Each warranty has slightly different coverage on systems and
components. The real estate and mortgage companies which act as PAFCO’s
brokers decide individually which warranty they will provide to their
customers.

o Most homes are eligible for resale warranty coverage, providing they were
constructed within the previous 50 years.

° Warranties on resale homes are renewable indefinitely, subject to the approval
of the insuring body. The first year’s cost is generally borne by the real estate
agency or trust company. The second and subsequent years’ coverage is
usually the responsibility of the homeowner.

PRA
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40 RESALE HOME WARRANTY PROGRAMS

41  Stated Goals and Objectives

Methodology: The goals and objectives listed below have been provided directly by
the warranty programs on the basis of sample tables provided to them or have been
approved by the warranty programs prior to publication. The language used by the
respective program to express its goals has been quoted directly to prevent
ambiguities or misinterpretation.

The sample tables were designed to facilitate comparison between the programs, not
to indicate priority. As a result, the ordering of goals may not reflect the degree of
importance attached to each by the respective program.

Comments: While the two resale home warranty programs (Dominion and PAFCO)
share comparable goals (high quality service, customer satisfaction), they express
these goals in different fashions:

® Dominion Home Warranty’s mission statement refers to providing insurance
on home systems in a cost-effective and profitable manner. PAFCO’s mission
statement refers instead to providing the consumer with peace of mind and
security in purchasing or owning a resale home.

® Dominion Home Warranty adopts as a goal the timely and fair resolution of
customer complaints. PAFCO encourages customers to contact its customer
service representatives.
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42  Organization and Legal Structure

Methodology: The information presented below on the organization and legal
structure of the resale home warranties was provided directly by the warranty
programs on the basis of sample tables provided to them.

Comments: The resale home warranty plans are underwritten by private insurance
companies and administered either directly by the company (PAFCO) or by a
separate administrative/management company (Dominion). This distinction in
warranty delivery accounts for the difference in legal structure between Dominion
and PAFCO.
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4.3  Warranty Information

Methodology: In all cases, warranty information was taken directly from warranty
certificates provided by the insurers or underwriters. Clarification of terms/definitions
was obtained directly from the insuring body where appropriate. Existing
technical/legal information has been preserved wherever possible in order to make
accurate comparisons between programs. Ease in presentation, however, has
required the exclusion or modification of some of the legal construction of warranty
provisions.

The comparisons made below are for presentation only, and neither reflect the order
in which these phrases appear in warranty certificates, nor the degree of importance
attached to a particular provision by the respective warranty program. The categories
were chosen to provide a broad description of warranty coverage and program
procedures, but these are not meant to be exhaustive.

For the basis of the tabular presentation below, the warranty sold by First Line Trust
has been chosen as an example of a PAFCO-sponsored resale home warranty. The
First Line Trust warranty is a "basic" PAFCO warranty. Other resale home
warranties offered by PAFCO provide greater coverage. It should not be assumed,
therefore, that PAFCO coverage is "Not Applicable" on wells, swimming pools,
appliances, or other areas in the First Line Trust warranty below.

Comments/Summary: The two warranties described below provide coverage for
major systems (plumbing, heating, electrical) and for some appliances, but do not
apply to the structural elements of a used home.

o Each warranty is underwritten by a major insurance company.

° Both warranties listed require a $50 deductible/service feel per problem or
visit.

o Warranty coverage is limited to major systems; structural components are

excluded from coverage.

o The resale warranties are renewable indefinitely, subject to the approval of the
insuring body.
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44  Inspection Procedures

Methodology: The information presented below is drawn from warranty certificates
and background information provided by the resale home warranties.

Comments: Because the resale home warranties apply to homes which are already
built, the home warranty plans are not able to exercise any quality control measures
on the homes they are insuring. Much of the responsibility for limiting the plan’s
liability, therefore, rests with the real estate agent or trust company official who
insures the home.

Neither of the resale home warranty programs conducts its own inspection of the
houses it insures. Instead, the programs require the homeowner to sign a declaration
that all systems are in working order at the time of purchase.
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C16
45  Dispute Mechanisms

Methodology: The information presented below is drawn from warranty certificates
and background information provided by the resale home warranties. The
information presented here is designed using the individual consumer as the point of
reference. The categories chosen for comparison follow the natural consumer
progression from complaint to settlement.

Comments: The procedures established for addressing warranty complaints are based
on the traditional mechanism by which most insurance claims are handled. For both
programs, complaints are made initially to claims adjusters. If the adjuster is unable
to resolve the complaint, he/she directs to customer to a claims supervisor. If the
supervisor is unable to resolve the complaint, the customer is directed to a senior
administrator.
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4.6 Non-Warranty Activities

Methodology: The information presented below has been provided directly by the
resale home warranties. Note that this information may not fully express the extent
of non-warranty activities undertaken by the warranty programs.

Comments: The resale home warranty programs engage in relatively few non-
warranty activities. This is probably because each program has a specific mandate
to provide warranty insurance.

° Dominion’s non-warranty activities largely consist of providing training and
information to the real estate industry.

° PAFCO’s warranty program does not engage in any non-warranty activities on
its own, although PAFCO Insurance Company as a whole does.
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APPENDIX A

Terms of Reference
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SCHEDULE A -- TERMS OF REFERENCE

NO CHANGES TO THIS SECTION AND THE FOLLOWING UNLESS WRITTEN PERMISSION OF THE

CORPORATION IS GIVEN.

1. PROJECT MANAGEMENT:

Principal Investigator: Greg Mason

CHHC Project Officer: Anne Price

2. STATEMENT OF WORK:

The contractor will prepare a state-of-the-art paper on Canada's experience
with home warranty today and in the past. It will be a factual report,
documenting as comprehensively as possible, the activities and performance of
all warranty program sponsors since their introduction.

The report will contain sufficient background material to give readers with
little or no knowledge of home warranty a good understanding of the concept,
the major differences between the warranty plans, and the way they have

evolved over time.

3. SCHEDULE OF TASKS:

NATURE OF REPORT

The data and information for each of the Canadian warranty program sponsors
will based on documented facts. Presenting the views held by individuals,
institutions and groups in the industry, and identifying and discussing

warranty issues, are beyond the scope of the project.

DATA/INFORMATION GATHERING
Data and information will be presented for each of the following programs,
from the time of program implementation to 1993:
A) The New Home Warranty Programs (NHWPs) affiliated with the home building
industry:
o NHWP of British Columbia and Yukon
o Alberta NHWP
o NHWP of Saskatchewan

o NHWP of Manitoba Inc.



[} Ontario NIWP
(o) NHWP of Association provincial des coenstructenrs d'habitations du
Québec (APCHQ)
[} Atlantic NUW Corporation
B) Other industry based programs:
[} ACQ (Associstion de la construction dn Québec)
C) Non-industry-based programs:
[} Pafco Insurance Company Limited

] All others (existing or former)

Fact-finding will be extensive and will include, but will not be limited to,

the following types of data and information:

Overview

[} Home warranty concept

[} History of Programs (e.g. date of introduction, rationale, major changes
in)

o Purpose and objectives

[} Government legislation

Descriptive Program Profiles

[} Organizational and legal structure

[} Registration and Inspection procedures

o Housing Activities (e.g. new homes, renovation)

o Non-insurance Program activities (e.g. builder training and education,
industry promotion, public awareness, builder counselling)

[ Program administration

o Construction standard

[} Eligibility requirements and builder screening process

[} Dispute Procedures

o Geographical coverage

Statistical Program Profiles

o Coverage .details (e.g. house/tenure type, amount of Iiability; protection
type, term)

[} Fees (e.g. enrollment, registration, renewal)

[} Claims (e.g. applicetions, payments, type)

o Builder and unit enrollment

o Builders rejected



o Warranties issued by house type

[} Financial Position (e.g. information contained in Auditor's report )
o Market Share (i.e. enrollments as proportion of starts)

[} Purchaser Complaints (numbers, nature of)

o Builder bankruptcies

FORMAT

The basis of the written text will be a series of tables that present the
information and data. To that end, the data will be standardized to the
largest extent possible to facilitate comparisons across time and hetween
warranty program sponsors. When standardization is inappropriate or not
feasible, the written text will complement the tabular format to ensure
clarity of the data.

Summary tables facilitating both the presentation of data for specific
warranty program sponsors, and data comparability across different programs,

will be used whenever feasible.

PIASES

The paper will be completed in two phases. Phase T will involve the
preparation and submission of & draft report bhased on the specifications
described in Schedule A. Phase II will involve the preparation of a final

report based on the Corporation's comments on the draft report.



