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CHAPTER ONE
EXECUTIVE SUMMARY
1.1 BACKGROUND

In 1983 the president of the Canadian Home Builders®™ Association (CHBA,
formerly the Housing and Urban Development Association of Canada) agreed to
provide the Federal Minister responsible for housing with a preliminary
report investigating the Tfeasibility of establishing a warranty to cover
residential renovation.

The preliminary report, released in October 1983, indicated that a
renovation warranty was both possible and practical under specified
conditions and that further study was necessary in order to resolve a number
of outstanding items.

Canada Mortgage and Housing Corporation subsequently agreed to fund the
National Warranty Council of the Canadian Home Builders®™ Association to
complete the feasibility analysis and to prepare a model that could be used
to implement a renovation warranty.

A steering committee composed of representatives from the Renovators”
Committee of the CHBA, the National Warranty Council of the CHBA, and Canada
Mortgage and Housing Corporation was established to work with the selected
consultants.

There are a number of elements which must be asessed to determine
feasibility. They are addressed in detail in the main report and are
outlined below:

- The requirements of the public for protection. The objective is to
identify the problems which consumers have experienced in undertaking
renovation projects, including, if possible, the cause of problems
encountered and types of financial loss which result. This element is
designed to establish the coverage requirements for protection and to
determine if the public requirements are capable of being met by a
warranty.

- The willingness of consumers and/or renovation contractors to
purchase protection. This area deals with the perception of need by
consumers planning renovations, the volumes of complaints regarding
renovation being received by various agencies, and an examination of
the experience of the New Home Warranty Programs in Canada and the
Home Owners Warranty Remodeler Program in the United States. This
step is designed to evaluate the need, if any, for support by
lenders, mortgage insurers, and/or Governments of a warranty program
to protect consumers who will not voluntarily protect themselves.

- The number and value of renovation projects undertaken and projected
for the near future in Canada. This involves the measurement of the
activity in this sector and a correlation of the activity to the
requirements and demands of the public in order to determine the
potential amount of business a renovation warranty program could
expect and the minimum market required for financial viability.
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- The extent of losses which a warranty program for renovations could
expect. This involves projecting losses using available data from New
Home Warranty Programs and estimating the cost of obtaining insurance
to cover the risk of a program. These steps yield a unit cost for
risk management that can be used in the feasibility analysis.

- Projection of the viability of operating a renovation warranty. Using
a number of operating secnarios and various levels of activity the
cost per project of a warranty can be determined.This step will

indicate the circumstances, if any, under which a warranty is
feasible. The Steering Committee selected a 3$50 average enrollment
fee for analysis purposes, because they Tfelt this level would

stimulate demand.

In addition to the financial aspects of feasibility the structural aspects
were also examined. A review ofthe legal structures of the New Home
Warranty Programs was conducted and the Income Tax effects of a number of
alternative structures were also examined.

The terms of reference for the study also included the preparation of a set
of model documents that could be used as the basis for starting a renovation
warranty program. The documents were based upon those in use by the New Home
Warranty Programs, modified by those in use by the Home Owners Warranty

Remodeler Program in the United States and the non-insured, voluntary
program being implemented in Nova Scotia by the Renovators Committee of the
Nova Scotia Home Builders’' Association. In most instances actual sample

documents have been produced, inother instances the particular clauses
which relate specifically to the renovation warranty have been detailed so
that they could be included in existing contract forms. These documents are
not intended to be definitive.They are presented as a guide and a starting
point for design of a documentation package to meet the needs of a specific
program.

The limited data obtained by the Steering Committee regarding the exact
nature of consumer complaints and losses should be expanded in order to
establish the specific protection required by the public in any area.

In preparing the Financial Projections a number of broad assumptions were
made. They do not address the different logistical and structural
circumstances of the industry which would require different overhead
structures in the various regions of Canada. These considerations would have
to be dealt with specifically by any Provincial or regional group prior to
the implementation of a program.

Since the Steering Committee Tfirst met in April of 1984 a Renovation
Warranty Program in Quebec has commenced operations (January 1, 1985). The
implementation of this Program will set the initial parameters for coverage
and create a model which any subsequent programs can follow. The Quebec
Program differs from the concept of the "stand alone” type of program dealt
with in this study 1in that it 1is operated as a division of the Home
Builders®™ Association in conjunction with the New Home Warranty Program and
shares overhead with both existing organizations.
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The study did not undertake any original research but was confined to the
search for relevant data from a variety of recognized sources. The sources
of data and the limitations resulting from lack of data are outlined in each
chapter of the report. All of the data collected was reviewed and discussed
in detail by the steering committee. The recommendations and conclusions
were made by the committee based on a consensus reached after four meetings
held during 1984.

1.2 RECOMMENDATIONS AND CONCLUSIONS REGARDING FEASIBILITY

The committee has concluded that at the present time voluntary, provincially
or regionally based renovation warranty programs are not feasible for the
following reasons:

1. Based on current indications of market demand it could not be
reasonably expected that administrative and claim costs of such a
program could be recovered from enrollment income.

2. Insurance underwriters are reluctant to offer coverage to a separate,
voluntary program without asurances that the program is able to meet
its financial obligations.

3. There 1is 1insufficient documented evidence of consumer need for
protection.

1.3 PROPOSED RENOVATION WARRANTY MODEL

Should future evidence indicate that a warranty would be desirable, the
Steering Committee has identified several possible types of coverage.

The following coverage outline was derived from incomplete data (see part 4
of Chapter 3). It is designed to permit adjustemnt to meet needs that would
be more clearly identified after specific experience in consumer complaints
and claims has been documented.

The need for protection differs across the country. Specific limits and
types of protection offered by any renovation warranty program should be
designed to meet those specific requirements.

Based upon the experience of the New Home Warranty Programs and the limited
data available, the following types of coverage could be offered by a
renovation warranty program.

1. Deposit coverage
In order to encourage consumers to act responsibly in advancing funds
to renovators limited deposit coverage should be offered. Limitation

could be accomplished by restricting coverage to a percentage of the
value of the renovation contract to a maximum amount.

2. Workmanship and Materials Warranty

This coverage could be for one year and would stand behind the
renovator, 1i.e., only taking effect if the renovator fails to honour
his warranty.

Performance guidelines that renovators will be required to meet must
be established.
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In designing warranty coverage consideration should be given to the
possible effects of the new workmanship and materials on the existing
structure. One method that could be used to clarify coverage is to
limit it to the new workmanship and materials specified in the
contract between the renovator and his client.

3. Major Structural Defects

This coverage would follow the one year workmanship and materials
warranty for a further one year period. It could be subject to the
same Tfinancial coverage limits as the first year of warranty. The
major structural defects warranty would provide protection in the
event that a failure occurs in the load bearing elements of the home
as a result of alterations or additions specified in the renovation
contract

Specific guidelines relating to the nature of major structural
defects and the renovators obligations must be developed.

The warranty would be the responsibility of the warranty program
except in circumstances of negligence on the part of the renovator.
For this purpose negligence refers to actions by a renovator that he
could reasonably have expected would lead to defects and which he
took no steps to correct.

4. Complaint Resolution

The warranty would also include a conciliation service which either
the homeowner or the renovator could institute by paying a fee. The
fee would be refundable in the event the dispute was not frivolous.

5. Renovator Membership Requirements

Procedures should be developed to establish the qualifications of
renovators for membership in a warranty program, giving consideration
to technical and financial capacity and other relevant data.

The size and diversity of this complex industry will make the
screening process difficult.

The TfTollowing points should be considered prior to the implementation of a
renovation warranty program:

1. Detailed operating and loss projections should be carried out for
each program established so that the amount necessary to fund
administration, losses, and insurance premiums can be set aside out
of each enrollment fee collected.
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2. To the extent possible renovation warranty programs should negotiate
an umbrella insuring agreement to reduce the amount of premiums paid
by each program by offering an insurer a larger total premium. Since
it is likely that separate legal entities would come into existence
at different times in the various areas of the country this concept
could only be pursued after at least two renovation warranty programs
have started. The amount of the total premium and the increased
spread of risk that would result from a number of programs
participating in one 1insuring agreement should yield considerable
savings to the participants whille still being attractive to the
insurer.

3. The preferred type of insuring agreement is one which stipulates that
only the cost of the insurance and not the amount of the losses be
paid to the insurers. This will result in the renovation warranty
program being able to earn interest on funds which are set aside for
future losses.

4. Any renovation warranty program should endeavour to ensure a minimum
of at least 5,000 enrollments annually so that it could offer an
acceptable fee scale.

Total 1industry support may be necessary in order to achieve this
minimum level of activity.

5. Federally incorporated companies should be used to provide
consistency in structure across the country.

Since Part 2 of the Canada Corporations Act is consistent with the
wording of the Income Tax Act regarding non-profit companies, the
potential for problems in connection with income tax status should be
reduced.

The committee recognizes the difficulties that were encountered in
attempting to create a national new home warranty system and
therefore recommends that a system employing regional Federally
incorporated companies would be the most workable alternative.

1.4 OTHER RECOMMENDATIONS AND COMMENTS

The efforts to educate the public as evidenced by the publication of the
booklets "How to hire a contractor” by Canada Mortgage and Housing
Corporation and '"Plans, Permits ¢& Payments - Home Renovations and
Improvements"™ by the Ontario Ministry of Municipal Affairs and Housing
should be expanded and coordinated to make maximum use of the available
resources throughout the country.

Consideration should be given by agencies which receive consumer complaints
in the renovation area to classifying the complaints in a way which would
indicate the need for consumer protection in specific areas. With this
evidence the need for a warranty system could be evaluated more specifically
in the future.
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The series of training courses produced by Canada Mortgage and Housing
Corporation which are now being offered by numerous community colleges
throughout Canada should be made available to as many renovation contractors
as possible and be coordinated with any other courses available to maximize
the use of resources.

Consideration should be given by any warranty program established to using
the courses as part of the criteria for membership in a way that would
encourage members of the industry to take advantage of the courses.

The committee is of the opinion that industry self-regulation with
Government support and cooperation is perferable to a legislated warranty
program that may not have full industry support.

In designing any sales contract for use by renovators, consideration must be
given to applicable Provincial legislation regarding sales made in consumers
homes as opposed to the renovator®s place of business. Different rules apply
in many Provinces and they must be recognized in contract forms.

The documents included in this report have been reviewed by Mr. W. A.
Johnson, the legal consultant to the project, but are not intended for use
in any jurisdiction without detailed review by Jlegal counsel to insure
conformity with applicable statutes.
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CHAPTER TWO

STUDY OUTLINE

2.1 OBJECTIVES OF STUDY

The primary objective of this study is to complete the examination of the
feasibility of a renovation warranty based on the following assumptions
which were outlined in the Preliminary Report to the HUDAC National Warranty
Council of October 1983:

A.

The other

A.

The renovation warranty will be administered by the existing New
Home Warranty Programs in each of their current areas of
operation.

Separate insuring agreements will be negotiated for each area of
the country and contact will be made with insurers only to
establish that insurance will be available and to outline a format
that would be acceptable to insurers. (It was subsequently agreed
that the concept of one insuring agreement for the whole country
with separate loss pools would also be examined.)

For warranty purposes a renovation will be defined by dollar value
rather than by a technical definition. It will, therefore, be
assumed that the renovation warranty program(s) will seek
membership from a broad group of businesses involved in
renovations.

The two-tier system for renovation and sub trade warranty outlined
in the October 1983 preliminary report will not be examined as
part of this study.

The discussions regarding support from mortgage insurers and
lenders will be carried out by the HUDAC National Warranty
Council. (The consultants engaged in discussions with the mortgage
insurers who operate nationally and the council dealt with the
lenders.)

objectives of the study are:

To make recommendations on the type of legal structure best suited
to operating a renovation warranty in Canada.

To produce a documentation package which may be used as a model in
the actual establishment of renovation warranty programs subject
to resolution of existing copyrights.

To make any other recommendations regarding either the feasibility
of a renovation warranty or other matters that come to the
attention of the steering committee during the conduct of the
research necessary to complete this report.
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2.2 DEFINITION OF RENOVATION

In order to examine the feasibility of a warranty system to provide consumer
protection combined with industry self-regulation it is necessary to
identify of what is to be warranted.

There are a number of approaches that can be used in attempting to define
renovation. One is to attempt to identify the nature of the work being
carried out by means of a technical description. A second is to approach the
problem by trying to define a renovation contractor. The third method is to
simply ignore any technical or process definition and use an arbitrary
definition which deals with the value of the work carried out.

There are two possible approaches to a technical definition. The first is to
apply a broad simplistic definition and then 1list the specific technical
functions which are excluded. The second is to attempt to 1list both the
functions which are included and those which are excluded. Both approaches
create confusion by being extremely difficult to express in simple language
and are deficient as a result of not dealing with all possible inclusions
and/or exclusions. This approach also would require constant modification to
deal with changing circumstances and technology in the marketplace.

Defining the process by defining the person who does the work suffers from
the weaknesses outlined for the technical definition and simply add one
further possibility for confusion.

After reviewing the above alternatives and the definition in use by the
Home Owners Warranty Remodeler Program in the United States the committee
agreed that for warranty purposes the best definition was one that included
all work done on an existing residential unit under a contract with a third
party. It was further agreed that it would be necessary to establish a
minimum contract value that would be subject to warranty. This would ensure
that only contracts of a reasonable size would be warranted and that best
trade off of value for money (the amount of the fee per renovation relative
to the value of the contract) and economies of scale (making coverage
available to a sufficient number of units to allow as low a fee as possible
to be charged) could be obtained.

2.3 STEERING COMMITTEE

The steering committee was comprised as follows:

Representing the National Warranty Council of the Canadian Home Builders'
Association

Mr. Bill Briggs, Chairman, National Warranty Council

Mr. Larry Kelly, Chairman, Renovation Warranty Steering Committee
Mr. David Verge

Mr. Bruno Nantel

Mr. Rod McKenzie



2.4 STUDY METHOD

The study generally followed the following steps in relation to each element
of the study outlined in Chapter One:

Identify the sources of information available and obtain as much data
as possible without undertaking any original research to generate raw
data.

Review the data with the Steering Committee in order to form opinions
as to the effect of the data on the Tfeasibility of a renovation

warranty.

Make recommendations regarding feasibility and any other appropriate
matters indicated by the data or deficiencies in the available data.

Prepare the report for review by the committee prior to release.

The above methodology applied specifically to Chapters Three through Five of
the report and the following comments relate to Chapters Six through Nine:

Chapters Six and Seven were prepared by the consultants based on
their experience in the field of New Home Warranty using the coverage
outline agreed upon by the Steering Committee.

Chapter Eight consists of recommendations made by the committee after
the Ilegal consultant presented the alternatives taking into account
the structure of the industry and the New Home Warranty Programs in
Canada.

Chapter Nine was prepared by the consultants to give effect to the
coverage outline recommended 1in Chapter Three using the New Home
Warranty model adjusted to reflect the legal and other differences in
the renovation sector.

2.5 FEASIBILITY CRITERIA

The Steering Committee Tfelt that in order to be feasible a renovation
warranty program:

1.

would have to be sure of sufficient enrollment revenue that it could
offer coverage for a fee in the range of $50 per project for smaller
projects. This was considered the fee which would be acceptable to
both consumers and renovation contractors,

woulld have to Ffill a need for consumer protection that could be best
filled by warranty,

would have to have evidence that consumers and/or renovation
contractors are willing to purchase protection, and

would have to be able to attract an insurance underwriter to provide
the necessary coverage.

2-3



2.4 STUDY METHOD

The study generally followed the following steps in relation to each element
of the study outlined in Chapter One:

Identify the sources of information available and obtain as much data
as possible without undertaking any original research to generate raw
data.

Review the data with the Steering Committee in order to form opinions
as to the effect of the data on the Tfeasibility of a renovation

warranty.

Make recommendations regarding feasibility and any other appropriate
matters indicated by the data or deficiencies in the available data.

Prepare the report for review by the committee prior to release.

The above methodology applied specifically to Chapters Three through Five of
the report and the following comments relate to Chapters Six through Nine:

Chapters Six and Seven were prepared by the consultants based on
their experience in the field of New Home Warranty using the coverage
outline agreed upon by the Steering Committee.

Chapter Eight consists of recommendations made by the committee after
the legal consultant presented the alternatives taking into account
the structure of the industry and the New Home Warranty Programs in
Canada.

Chapter Nine was prepared by the consultants to give effect to the
coverage outline recommended in Chapter Three using the New Home
Warranty model adjusted to reflect the legal and other differences in
the renovation sector.

2.5 FEASIBILITY CRITERIA

The Steering Committee Tfelt that in order to be feasible a renovation
warranty program:

1.

would have to be sure of sufficient enrollment revenue that it could
offer coverage for a fee in the range of $50 per project for smaller
projects. This was considered the fee which would be acceptable to
both consumers and renovation contractors,

would have to fill a need for consumer protection that could be best
Ffilled by warranty,

would have to have evidence that consumers and/or renovation
contractors are willing to purchase protection, and

would have to be able to attract an insurance underwriter to provide
the necessary coverage.

2-4



CHAPTER THREE
CONSUMER REQUIREMENT FOR PROTECTION
3.1 INFORMATION SOURCES

The Steering Committee concluded that useful data could be obtained from the
following sources:

The Provincial Departments of Consumer Affairs
Canada Mortgage and Housing Corporation

The Better Business Bureau

The Consumers Association of Canada

The New Home Warranty Program of Quebec

The Nova Scotia Home Builders® Association

The committee felt that the Ffirst four agencies would have some specific
data regarding consumer complaints that would indicate the type and
magnitude of the need for a renovation warranty program. The Quebec New Home
Warranty Program has been investigating the establishment of a renovation
warranty in their province since early 1984 and have done considerable
research in that regard. The Nova Scotia Home Builders®™ Association is in
the process of implementing a voluntary, non-insured, warranty system and
have also researched the area in detail.

The two primary reasons for collecting this data were:

To confirm that there were sufficient losses or other problems being
suffered by consumers to indicate a need for protection.

To i1dentify the types of losses which consumers were experiencing in
order to design the forms of protection to be offered. The attempt to
categorize complaints in the questionnaire on the next page Iis
directed at the 1identification of specific types of consumer
problems.

3.2 SUMMARY OF DATA COLLECTED

In order to obtain data from the Provincial Departments of Consumer Affairs,
a meeting was held with officials of the Alberta Department to design a
questionnaire that would provide sufficient information and be reasonably
compatible with the statistics gathered by each of the Provinces. The
questionnaire was then forwarded to the chief executive officer of each of
the New Home Warranty Programs for circulation to the Provincial Departments
of Consumer Affairs, Canada Mortgage and Housing Corporation, the Better
Business Bureau, the Consumers Association of Canada, and a number of
municipalities in their area.

The questionnaire is reproduced on the following page.
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HOME RENOVATION QUESTIONNAIRE

Respondent . . Date 1984

Do you maintain statistics regarding consumér complaints yes, no?

If you receive complaints in areas other than home renovation (automotive,
etc.) please indicate the ranking of renovation problems relative to other
complaint categories in terms of number of complaints.

1983
Ranking 1 2 3 4 5 6 7 8 9 10 (circle ome)
Percentage of total number of complaints received Ze
1982 : : .
Ranking 1 2 3 4 5 6 7 8 9 10 (circle one)
Percentage of total number of complaints received Z.
1981 :
Ranking 1 2 3 4 5 6 7 8 9 10 (circle one)
Percentage of total number of complaints received Ze

If the data is available please categorize the complaints regarding
renovations according to the following list indicating the percentage in each
category.
‘ _ 1983 1982 1981

Contractual disputes (details of work to be done,

disagreements over specifications etc.) . z Z
Failure to deliver according to contract by:

Not commencing work after contract signed

e

and deposit taken. Z Z %
Not completing work after work started. A ) 4 y 4
Poor quality of workmanship and materials. Z y 4 %
Failure of contractor to pay his trades and suppliers Z A yA
Cost overruns. : % % 7
TOTAL 100Z 100% 100%

Comments regarding any specific points you feel need to be addressed in
designing a warranty which will provide reasonable protection to the public.




The questionnaire was designed to indicate both the ranking of renovation
relative to other complaint areas and to identify the specific nature of the
complaints. The purpose was to indicate potential demand by consumers based
on the frequency of complaints and to identify particular types of problems
in order to assist in the design of specific types of coverage.

Unfortunately most of the agencies replies indicated that they were unable
to reply in the format of the questionnaire.

The Tollowing table summarises the replies from those Provinces which were
able to respond and compares the Provinces' data with that received from the
Better Business Bureau.

1983 1982 1981
Rank % Rank % Rank %
Newfoundland 3 10 3 9 3 8
P.E.I. 10 2 10 2 10 2
Manitoba 1 23 2 15 2 15
Alberta 5 9 8 10 2 10
British Columbia 0 7 0 * 10  * insignificant
Average 5.8 8.8 6.6 7.2 5.4 7
Better Business
Bureau 4 4 6 3 10 2

Only two provinces were able to respond to the second part of the
questionnaire. Both replies indicate that there are problems in the areas of
poor quality of workmanship and materials, failure to complete work after
work started, and cost overruns. Only one Province indicates problems in
contractual disputes, and in not commencing work after contract signed and
funds taken. Neither Province indicated that there were any problems
resulting from the failure of contractors to pay trades and suppliers.

While the data available indicates that there are problems in the renovation
field it does not pinpoint their specific nature. It also tends to suggest
that different problems may exist in different parts of the country. The
relative volume of complaints has been steady except in Manitoba where there
was a significant increase in 1983. The priority of renovation complaints
has been consistent except in Alberta where it has fluctuated.

The Better Business Bureau receives inquiries and complaints at its offices
throughout the country. The inquiries can take the Tform of requests for
general information regarding members or can be preliminary to formal
written complaints. Because of the broad nature of inquiries and the
specific nature of complaints there is no direct relationship between the
two categories of data. The following chart summarizes the complaint and
inquiry data in the categories that relate to renovation on a national basis
for the years 1981 to 1983.
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Electrical contractors

Heating and air
conditioning contractors

Home remodeling contractors

Insulation contractors

Plumbing contractors

Roofing contractors

Siding contractors

Other home remodeling/
construction/maintenance
contractors

RENOVATION TOTAL

% of Total Inquiries

New home contractors

% of Total Inquiries

Total all Categories
of Inquiries and
of Complaints

BETTER BUSINESS BUREAU

INQUIRY AND COMPLAINT STATISTICS

1983
Complaints
Total Percent
Inquiries Number Settled
4,165 50 72.0
9,186 187 62.0
26,458 781 64.2
15,866 117 66.6
4,726 110 56.3
16,176 322 40.3
11,593 321 75.3
33,353 1,255 56.8
121,523 3,143 59.8
21.6%
10,253 128 63.2
1.8%
561,387 19,072

Percent of
Total
Complaints

3 4,440
0 11,572
1 20,141
6 26,210
6 4,608
7 14,723
7 10,634
6.6 29,791
16.5 92,328

16.4%

6,516

1.2%

563,744

Inquiries

1982 1981
Complaints Complaints
Percent of
Total Percent Total Total Percent
Number Settled Complaints Inquiries Number Settled
50 56.0 .3 4,984 57 54.4
226 71.0 1.2 8,545 153 70.6
586 60.0 3.0 8,635 385 63.4
179 68.0 .9 17,857 173 59.5
144 59.0 7 4,846 118 54.4
256 52.0 1.3 12,558 213 47.4
234 71.0 1.2 8,387 150 71.3
761 50.0 4.0 14.174 381 61.6
2,436 58.6 12.6 79,986 1,567 60.9
15.3%
98 73.0 .5 5,317 176 73.9
1.0%
19,259 522,026 17,716

Percent of
Total
Complaints

w
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The Better Business Bureau statistics do not identify the specific nature of
the complaint. For example, cost overruns, failure to complete, or taking a
deposit and not doing any work could all be the reasons for a complaint.

There are, however, several significant facts demonstrated by the
statistics:

The large number of inquiries would indicate a significant demand for
information regarding renovation by the public. There is no detail in
the statistics to indicate the nature of the information requests.
However, an interview with the manager of one Better Business Bureau
office indicated that a large number of the inquiries were related to
efforts to locate contractors or to qualify ones already located.

There has been a significant increase in inquiries in both renovation
and new home categories but only renovations have shown an increase
in complaints in the 1981 to 1983 period. Renovation complaints have
almost doubled.

The large number of complaints in the renovation area relative to new
home contractors would suggest that there 1is a potential of
approximately 1000 claims for a renovation warranty program per year
and only 50 claims for the new home warranty programs. (Based on an

average of the number of unresolved complaints over the years 1981 to
1983)

The Better Business Bureau has slightly less success in settling
renovation complaints than new home complaints.

In summary, the Better Business Bureau data indicates a need for consumer
education and information plus a need to resolve complaints whose nature is
not specifically identified.

A further source of information in this area is the Canada Mortgage and
Housing Corporation which has been involved in the renovation market since
1974 with the Residential Rehabilitation Assistance Program(RRAP).

The following information taken from a 1979 evaluation of RRAP indicates
some of the problems encountered by homeowners who participated in the
program:

20% of the homeowners surveyed experienced at least "some difficulty”
in locating a general «contractor. Difficulties in locating
contractors in specific trades were considerably less.

"297% reported major or minor problems with the contractor or with
getting repairs done to their satisfaction.”

"Poor quality work was by far the problem most often encountered ...
eeoees Sometimes the contractor 1left the job before completion,
in which case the homeowner would have the trouble of trying to find
another contractor willing to carry on for the same money. Or, in
some cases the contractor may have already been paid fully by the
homeowner, and the homeowner then had to pay additional money to get
the original job completed.” (Approximately 10% of homeowners
surveyed had "major problems with their contractor or with getting
repairs done to their satisfaction”.)
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"A full 24% experienced higher costs than anticipated, usually paying

these costs "out of pocket™.

One homeowner commented: ''Taking the cheapest estimate is foolish.
Need help in ascertaining which contractor will do the job well,
rather than simply do the job."

As few as 40% of the homeowners had written contracts with the
renovator in Quebec while 77% had written contracts in British
Columbia. There is a higher degree of dissatisfaction in regions were
contracts are less common.

The fTollowing recommendations made in the 1979 RRAP evaluation are relevant
to this study:

RRAP guidelines should require that agents supply clients with more
information about contractors and more guidelines about how to deal
with contractors. Clients should also receive written information
outlining their responsibilities in dealing with contractors.

New materials developed for RRAP should place greater emphasis on
client rights and responsibilities, and legitimate expectations of
inspectors. (Some clients were pressured into paying for work they
did not feel satisfied with, but that they paid, under pressure from
contractors or inspectors, or because they didn"t feel certain about
their rights not to pay for a poor job.)

Some more recent surveys conducted by the Canada Mortgage and Housing
Corporation for a subsequent evaluation (not available at the time of
writing) show that there were workmanship and material problems in 479 of
2,725 dwellings inspected. The survey indicated that of 18,291 elements
dealt with under the RRAP program in those dwellings 639 demonstrated

substandard workmanship and materials. (RRAP  elements are specific
components dealt with in a vrehabilitation such as plumbing, heating,
roofing, etc. - usually items affecting health and safety) This indicates

that 18% of the dwellings and 3% of the items dealt with were subject to
substandard workmanship and materials.

The Quebec Home Builders®™ Association recently conducted a survey of
homeowners who had completed renovation or rehabilitation work on their
homes with assistance from the Canadian Home Renovation Program. They found
that 55.6% of respondents were familiar with New Home Warranty. Of the
respondents that were familiar with the concept of warranty, 78% could see
merit in a renovation warranty. The survey also found that 51% of consumers
who undertook projects under $5,000 were aware of warranty while 80% of
those doing work from $20,000 to $50,000 were aware of it. 60% of those in
the last group were in favour of a warranty.

It should be pointed out that those respondents who supported the renovation

warranty concept had already completed a renovation. The survey did not
address the same question to persons who have not done a renovation.
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The Renovators Committee of the Nova Scotia Home Builders® Association is
currently in the process of implementing a non insured, voluntary, warranty
system to cover renovations. The coverage proposed is similar to New Home
Warranty coverage, excluding deposit protection. The reasons for the
introduction of the warranty are to improve the credibility of the members
in the eyes of the public and to provide the members with a marketing tool.

The Quebec Home Builders' Association introduced a renovation warranty on
January 1, 1985. The reasons are the same as in Nova Scotia plus some
indications from the Provincial Government that this form of protection is
required to protect Quebec consumers. The warranty will provide limited
deposit and completion protection as well as warranty covering workmanship
and materials for one year and major structural defects for a further two
years.

3.3 NEW HOME WARRANTY COVERAGE SUMMARY

The coverage offered by the New Home Warranty Programs consists primarily of
three types of protection and one service. It is summarized here in order
that elements which may be transferrable to a renovation warranty can be
identified.

The three types of protection are as follows:

Deposit. This coverage offers protection against loss of deposits
paid to builders in the event the purchaser is unable to obtain title
to the property purchased due to bankruptcy, insolvency, or fraud on
the part of the builder. The coverage limit is $5,000 in some
provinces and $20,000 in others. There 1is also special coverage
available with higher limits on a limited basis to purchasers of
condominium units in some provinces. Generally a deposit is defined
as earnest money paid to bind a contract but in some areas the
definition is expanded slightly to cover some monies paid after the
signing of the purchase contract. In some provinces and in some
cases, such as homes built under a contract, the coverage will be
extended to complete an unfinished unit.

First year warranty. The warranty covers all workmanship and
materials supplied by the builder for a period of one year after the
date of possession of the home by the purchaser. It excludes items
such as items supplied by the purchaser, defects arising from
improper maintenance by the purchaser, defects caused by alterations
made by the purchaser, surface defects apparent and accepted by the
purchaser at the date of completion, normal cracks in plaster, paint,
masonry, drywall, stucco, and concrete, normal soil subsidence of the
land around the building or around utility lines. This warranty is
offered by the builder and the program acts only in the event of a
failure by the builder to honor the warranty. The [limits of this
coverage vary from $20,000 in most provinces to an amount equal to
the original amount of the contract in Quebec.

3-7



Major structural defects. This warranty is in effect from the start
of the second year after possession until the end of the Tfifth year.
It covers the load bearing portions of the structure and excludes
items such as driveways, basement floors and other concrete elements
which are not load bearing. Some of the programs accept all of the
risk for this type of coverage except in cases of builder negligence
others only act only after the builder fails to honor the warranty.
The Tlimit ranges from $20,000 to the amount of the original
contract.

The service offered is a conciliation or dispute settlement service. In the
event of a disagreement over the warranty obligations of a builder either
the homeowner or the builder may request that the warranty program provide a
conciliator to complete a physical inspection and rule on the disputed
items. A TfTailure of a builder to perform work required by a conciliation
report will lead to a claim against the program and usually an action to
recover the cost of the remedial work against the builder. Most programs
charge a fee to the party instigating the procedure which is refundable if
the items under dispute are not frivolous in nature.

Most of the changes in coverage that have taken place since the inception of
the first new home warranty program in Alberta in 1975 have been to clarify
the intent of the original coverage. The two primary exceptions are changes
to alter the terms of the deposit coverage in respect of condominium units
in Ontario and to reduce the limit on single family deposit coverage in
Alberta. Both changes were made to eliminate or reduce the opportunities for
abuse in the system. It was recognized that the coverage must be designed to
provide legitimate protection while eliminating abuse resulting from either
dishonest or irresponsible parties to purchase transactions.

All of these forms of protection and the dispute settlement service could be
transferred to the renovation context.

There are a number of features present in the renovation process which may
present problems in the the administration of a warranty. In addition, there
may be other forms of protection required which are not relevant in the new
home context.

While the contracting process for renovation is similar to that used for a
contracted new home there are complications in the renovation process which
could cause difficulty in designing a warranty. The First complication is
that resulting from combining existing components with the new materials
added by the renovation. A warranty can only apply to the new work but it
must deal with the effects the new work may have on the existing structure.
A further problem is that certain aspects of a renovation project may not
become clear until a certain amount of demolition 1is carried out. This
presents problems in specifying the work to be done under the contract and
can often result in increased project costs. Another factor is that the
building permit and inspection procedures differ across the country. It may,
therefore, be necessary for a renovation warranty program to engage in
inspections of projects during construction where no local procedures exist.
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3.4 LIMITATIONS IN DATA AVATILABLE

It was noted in a number of areas in part 2 of this chapter that the process
of collecting data in the area of consumer complaints in Canada is somewhat
fragmented and, unfortunately not consistent from one province to another.

This presents two problems in attempting to define the types of coverage
that should be offered by a renovation warranty program:

The lack of data dealing with specific types of complaints makes the
measurement of the quantity of demand for each of the possible types

of coverage difficult.

The lack of data also presents problems in setting the limits of
coverage that will meet the need.

This problem can be resolved by either of two approaches:

Changing the information gathering system prior to giving further
consideration to the implementation of a renovation warranty.

Or, starting the warranty system and keeping detailed statistics
regarding complaints so the coverage can be adjusted as required.

3.5 OTHER ASPECTS OF CONSUMER DEMAND

The data indicated a number of consumer requirements that are not
specifically related to the demand for warranty. They are outlined here
because they could form the basis of extra services offered by a warranty
program or, alternatively, they could be provided to the public by other
means.

The first area is locating contractors. This problem is indicated by the
large number of inquiries received by the Better Business Bureaus and
confirmed by the 1979 RRAP evaluation. The problem could be addressed by a
warranty program providing information on members who are qualified to do
various types of work or by the Canadian Home Builders' Association or some
other group setting up a consumer referral service.

The second is assistance to consumers in dealing with contractors. The
assistance could take the form of pamphlets such as Canada Mortgage and
Housing Corporation's "How To Hire A Contractor"” or the Ontario Ministry of
Municipal Affairs and Housing's "Plans, Permits, and Payments"” or it could
be expanded to include contract forms and detailed instructions regarding
their use. The RRAP evaluation indicated that more problems were experienced
by homeowners in dealing with contractors when there was no written
contract. A further type of assistance could be the development of seminar
material that could be presented to persons contemplating renovation
projects as part of evening programs presented by school boards or community
colleges.



3.6 COVERAGE RECOMMENDATIONS AND CONCLUSIONS

The committee has concluded that at the present time voluntary, provincially
or regionally based renovation warranty programs are not feasible because
there is insufficient documented evidence of consumer need for protection.

The following coverage outline was derived from incomplete data (see part 4
of this Chapter). It is designed to permit adjustment to meet needs that
would be more clearly identified after specific experience 1in consumer
complaints and claims has been documented.

The need for protection differs across the country and the specific limits
and types of protection offered by any renovation warranty program should be
designed to meet those specific requirements.

Based upon the experience of the New Home Warranty Programs and the limited
data available the following types of coverage could be offered by a
renovation warranty program.

1. Deposit coverage

In order to encourage consumers to act responsibly in advancing funds
to renovators limited deposit coverage should be offered. This could
be accomplished by limiting the coverage to a percentage of the value
of the renovation contract to a maximum amount.

2. Workmanship and Materials Warranty

This coverage would be for one year and would stand behind the
renovator, only taking effect if the renovator fails to honour his
warranty .

Performance guidelines that renovators will be required to meet must
be established.

In designing warranty coverage consideration should be given to the
possible effects of the new workmanship and materials on the existing
structure. One method of clarifying coverage is to limit it to the
new workmanship and materials specified in the contract between the
renovator and his client.

3. Major Structural Defects

This coverage would follow the period of the one year workmanship and
materials warranty for a further one year period and would be subject
to the same Tfinancial coverage limits as the first year of warranty.
The major structural defects warranty would provide protection in the
event that a failure occurs in the load bearing elements of the home
as a result of alterations or additions specified in the renovation
contract

Specific guidelines relating to the nature of major structural
defects and the renovator®s obligations must be developed.
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The warranty would be the responsibility of the warranty program
except in circumstances of negligence on the part of the renovator.

4. Complaint Resolution

The warranty would also include a conciliation service which either
the homeowner or the renovator could institute by paying a fee that
would be refundable in the event the dispute was not frivolous.

5. Renovator Membership Requirements

Procedures should be developed to establish the qualifications of
renovators for membership in a warranty program giving consideration
to technical and financial capacity and other relevant data.

The size and diversity of this complex industry will make the
screening process difficult.

The committee also explored the possibility of coverage to protect against
the failure of a renovation contractor to complete projects after they are
started. While this type of coverage meets a need that was indicated in the
questionnaires and in the RRAP evaluation it was not 1included in the
coverage above because:

1. It could provide coverage to an imprudent consumer who pays an amount
to the renovator which is excessive relative to the value of a partly
completed renovation.

2. 1t could provide protection in cases where the renovator under bid
the project and abandonded it to limit his losses. This could provide
some encouragement of this undesirable practice rather than attempt
to eliminate it.

3. It falls into the realm of performance guarantee and insurers would
classify it as surety. At present the vast majority of renovation
contractors could not qualify for surety bonds and the insurers
contacted in connection with this study indicated grave concerns
regarding the insurability of a renovation warranty program which
offers this type of coverage.

The Program which has been introduced in Quebec has dealt with these
concerns by offering completion coverage which is limited to 10% of the
value of the contract.

The efforts to educate the public as evidenced by the publication of the
booklets "How to hire a contractor”™ by Canada Mortgage and Housing
Corporation and "Plans, Permits & Payments - Home Renovations and
Improvements"™ by the Ontario Ministry of Municipal Affairs and Housing
should be expanded and coordinated to make maximum use of the available
resources throughout the whole country.

Consideration should be given by agencies who receive consumer complaints in
the renovation area to the classifying the complaint statistics in a way
which would indicate the need for consumer protection in specific areas.
With this evidence the need for a warranty system could be evaluated more
specifically in the future.
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The series of training courses produced by Canada Mortgage and Housing
Corporation which are now being offered by numerous community colleges
throughout Canada be made available to as many renovation contractors as
possible and be coordinated with any other courses available to maximize the
use of resources.

Consideration should be given by any warranty program established to using

the courses as part of the criteria for membership in a way that would
encourage members of the industry to take advantage of the courses.
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CHAPTER FOUR
CONSUMER/RENOVATOR ACCEPTANCE OF (DEMAND FOR) PROTECTION
4.1 INFORMATION SOURCES

The sources of iInformation in connection with consumer acceptance of or
demand for protection are the New Home Warranty Programs and the Home Owners
Warranty Remodeler Program in the United States (HOW). Due to the nature of
this topic all of the data is more subjective than the data related to the
need for protection.

This chapter will attempt to measure the willingness of consumers and/or
renovators to purchase protection. It also discusses the need, if any, for
support from lenders, mortgage insurers, and/or Governments.

4.2 PRICE-VALUE CONSIDERATIONS

There is no doubt that price has a major bearing on consumer demand for a
product. Demand should increase as price declines at least until the price
becomes so low that the consumer begins to question the value of the product
or service offered.

There are, however, two factors which affect the normal demand patterns when
dealing with a warranty which is offered to the consumer through an
intermediary, 1in this case the renovator. The first is that the perception
of value to the renovator is perhaps more important than that to the
consumer since it is the renovator who actually pays the unit enrollment fee
to initiate the coverage. Although the renovator would include the fee in
his contract price he would not join a voluntary program if he did not feel
the consumer wanted, or would receive good value, from the warranty. The
second is that if the warranty program is seen as a further complication
rather than either a benefit the renovator offers to his customers or a
benefit to the renovator himself, he will not see any advantage in offering
the warranty to his customers.

The initial fee schedule introduced by the HOW Program in the United States
required a fee of approximately $200 for each renovation of $5,000 for their
insured, voluntary program. At this fee level most renovators were reluctant
to join the program. A subsequent reduction in the fee schedule of
approximately 50% has not improved the number of renovators applying for
membership in the HOW Program. This result would indicate that renovators
will not join a voluntary program unless there is consumer demand.

A further adjustment made by the HOW Program was to increase the limit for
mandatory enrollment of projects. This limit now requires members to enroll
all renovations in excess of $10,000 rather than the previous $5,000. All
renovations under the limit are enrolled at the option of the renovator.

The enrollment fees charged by the New Home Warranty Programs in Canada vary
from Province to Province and according to the value of the home but the
range is from $125 to over $500 for protection which spans a period of
approximately five and one half years.
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Another comparison from the consumers point of view would be to compare the
cost to that of either homeowners insurance or automobile insurance. Both of
these forms of consumer protection cost in the upper portion of the
new home warranty enrollment fee range for annual protection for the average
home or automobile. Yet, the suggested term of the renovation warranty is
two years.

The Quebec survey mentioned in Chapter 3 indicated that persons who had
completed renovation projects were prepared to pay $100 for warranty.
Unfortunately demand depends upon the willingness to purchase protection
before the project starts.

A Turther comparison of costs which are of direct interest to a homeowner
contemplating a renovation would be the charges related to borrowing under
the RenoLoan Program in Ontario. The charges are listed below:

Appraisal fee $ 150
Lender processing and inspection fee 300
Insurance application fee 75
Legal fee (approximately) 1% of loan
Mortgage insurance fee 2% of loan

It would appear that the perception of value in the mind of the renovator is
perhaps the most significant single consideration in the price-value area.

The Quebec renovation warranty has been instituted more because of a
percieved consumer demand as expressed in surveys and by the Provincial
Government than because of demand from renovators. The Nova Scotia voluntary
scheme results from efforts of a small number of renovators who feel that
there are marketing and related credibility benefits that flow from offering
a warranty. Neither of these programs demonstrate a willingness on the part
of the majority of renovators to purchase coverage.

The New Home Warranty Programs experience indicates that unless a
requirement for warranty is 1imposed by lenders and mortgage insurers,
builders resist joining the programs and enrolling units. The level of
resistance grows as fees increase.

4.3 EXTERNAL SUPPORT REQUIREMENT AND ALTERNATIVES

Efffective July 1978 Canada Mortgage and Housing Corporation introduced a
regulation stipulating that new units built by builders (as opposed to
homeowners) must have to have a warranty to qualify for mortgage insurance.

Subsequent to July 1978 in cooperation with Canada Mortgage and Housing
Corporation and various Provincial Government agencies and mortgage
insurance entities, the requirement was extended to cover a number of social
housing programs as well as new homes.

In the case of a number of the smaller New Home Warranty Programs it was

this support that ensured their survival during the recessionary period
subsequent to 1979.
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Many of the New Home Warranty Programs found that efforts on the part of
builders to avoid enrolling units or membership in the Programs increased
during difficult financial times. Apparently, in spite of the length of time
the New Home Warranty has been available in Canada, many consumers are
either not aware of the Program or are not sufficiently concerned to require
that new homes they purchase be covered by warranty.

The prime motivator for most people contemplating a renovation is cost.
Human nature generally dictates that people assume problems will only affect
"the other guy", therefore, the motivation to request a warranty on the part
of the average consumer is not very strong.

In contrast to the foregoing indication of a lack of demand, the Quebec
survey mentioned in Chapter 3 and discussions the author has had with
persons who had already undertaken renovation projects indicated a high
support for a warranty. This would tend to indicate that the complications
inherent in the process and the need for protection do not become apparent
to consumers until after the fact.

All of the above and the experience of the HOW Program indicate that some
form of support 1is required from external sources to ensure sufficient
business for a renovation warranty program. The four alternative types of
support examined by the committee are detailed in the following paragraphs:

l. Support from mortgage insurers and the lending sector.

This type of support has been most beneficial to the New Home
Warranty Programs but it would appear to be of more limited benefit
to a renovation program. There is a wider diversity of financing used
for renovations: a large number of renovations are funded either out
of the homeowners resources without debt or by loans which are not
secured by the property renovated.

Since it is anticipated that there would be a larger number of
renovation projects subject to warranty than new homes the
administrative efforts required to ensure that the rules were being
followed would be considerably greater than for the New Home Warranty
Programs.

2. Support in the form of a Provincially legislated warranty program.
This is the method presently used in Ontario for the New Home
Warranty Program. :

It would ensure that each renovation is covered by the warranty
because it would be illegal for a contractor to do a renovation
without offering a warranty. The use of this method would have the
benefit of maximizing enrollment revenue with a minimum of costs. It,
however, has the disadvantage of being perceived by the industry as
an additional level of bureaucracy which renovator must deal with.

The requirement for amendments to be either legislated or approved by
cabinet may result in delays that could prove costly during the
waiting period prior to the adoption of changes.

Another problem is that the quasi-judicial process used to resolve
disputes by either consumers or program members is costly both in
terms of legal fees and time required by senior warranty program
staff.



3. Support in the form of Provincial legislation requiring licensing of
renovation contractors with an exemption from licensing for members
of an approved warranty program.

This system would also ensure that each renovation was subject to
some form of consumer protection.

It would provide a legal structure similar to the New Home Warranty
Programs in the Provinces other than Ontario which could be amended
by passage of a resolution by a volunteer board of directors. This
would result in a shorter reaction time to necessary change.

Since a refusal or termination of a membership would not effectively
put a renovator out of business (he could still obtain the alternate
license if he could meet the requirements) a procedure which allowed
an appeal to a board of directors followed by a judicial appeal, if
necessary, would ensure that members and applicants were treated
fairly.

Any consumers who were disatisfied with program conciliations would
have the right to have the courts reslove the problem.

4. Policies requiring warranty for Federal and/or Provincial
rehabilitation programs.

4.4 LIMITATIONS IN DATA AVAILABLE

The New Home Warranty Programs do not have specific data indicating the
number of enrollments which could be directly attributable to the support
requirements of CMHC and other agencies.

The reduced enrollment fee in the United States has not resulted in a
significant increase in either membership or enrollments.

There is very little hard data available in this area but the experience of
the New Home Warranty Programs in Canada and the HOW Remodelers Program in
the United States would indicate that some form of support is an absolute
necessity given the low voluntary enrollment volume expected in most regions
of Canada.

4.5 CONCLUSIONS AND RECOMMENDATIONS

The committee has concluded that sufficient demand from consumers and
renovators has not been clearly demonstrated and that some form of support
would be necessary to ensure reasonable volumes of enrollments.

The committee feels that the most desirable form of support is that from
lenders, mortgage insurers, and agencies such as Canada Mortgage and Housing
Corporation, who are part of the industry.

The committee is of the opinion that industry self-regulation with

Government support and cooperation is preferable to a legislated warranty
program that may not have full industry support.
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CHAPTER FIVE

RENOVATION MARKET ANALYSIS

5.1 INFORMATION SOURCES

In order to measure the size of the renovation market in Canada both in
terms of the number and value of projects undertaken on an annual basis a
number of sources were identified. The first is Statistics Canada which
produces data in this area using both building permit surveys and data taken
from the periodic surveys of family expenditure. The second source is Canada
Mortgage and Housing Corporation statistics in connection with the
Residential Rehabilitation Assistance Program (RRAP). There has been a
considerable amount of work dome by a number of Government agencies and
consultants to measure the market and future potential but virtually all
research is based on the data sources listed above.

After measuring the volume of activity it was then correlated to the
requirements and demands of the public in order to establish the amount of
business a renovation warranty program could expect.

5.2 MARKET SIZE

There are two aspects regarding the size of the market that must form the
basis of a feasibility study: '

The first is the minimum size of the market. This aspect will
determine whether there is sufficient revenue to ensure that a
renovation warranty program can provide a warranty service at a cost
that does not outweigh the value (or the perceived value) of the
protection offered. '

The second is to determine the maximum market potential. This aspect
will provide information on the effects of economies of scale as well
as as the likelihood of success.

One measure of the minimum size of the market is the number of renovations
carried out under the Canada Mortgage and Housing RRAP program. While there
is no certainty that CMHC would adopt a policy that would ensure that all
RRAP renovations would be required to be covered by a warranty the numbers
provide a useful reference point for the minimum market.

The following summary of the 1981 and 1982 RRAP Trends Reports indicates the
number of loans made under the program in the various areas of the country.
The 1983 statistics have not been used because there was a one time budget
increase during 1983 which would tend to distort the figures.



SUMMARY OF RRAP ACTIVITY

1981 1982 Two year average
HO R Total HO* R*  Total HO R Total
NFId. 341 59 400 250 70 320 296 64 360
P.E.I. 178 100 278 115 96 211 147 98 245
N.S. 1272 438 1710 1270 459 1729 1271 449 1720
N.B. 416 608 1024 548 645 1193 482 627 1109
Que. 796 4103 4899 644 3351 3995 720 3727 4447
ont. 876 705 1581 1458 1727 3185 1167 1216 2383
Man . 404 7 411 654 57 711 529 32 561
Sask. 1043 166 1209 868 156 1024 956 161 1117
Alta. 968 273 1241 1018 298 1316 993 286 1279
B.C. 2169 296 2465 2084 431 2515 2127 364 2491
Canada
Totals 8463 6755 15218 8909 7290 16199 8688 7024 15712
@

* Home Owner Loan
** Rental Loan (Private plus Direct)
(1) There were 2466 loans made in respect of the 7290 units.

The number of units has been used for rental projects, rather than the
number of loans involved, because it is contemplated that any warranty would
apply enrollment fees to all units involved.

The Trends Reports do not indicate the breakdown between contractor and
owner input of labour and materials.

In addition to the numbers of renovation projects outlined above it is also
necessary to examine the value of the work being done so that the proposed
enrollment fee structure can be established and the cost-benefit aspects of
a warranty from the consumer®s point of view can be examined. The following
summarizes the data in the Trend Reports in this area.
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1982
Home Rental Home
Owner Oowner
Average cost
per unit (Canada) 4892 6692 6147
Province with
highest average
-Quebec 10498 10183 13737
Province with
lowest average 4020(Alta) 2657 (Alta)
Loan Ranges
0-3750 57 .6% 47 . 2% 26.9%
3751-5999 29.0% 13.7% 53.9%
6000-7999 5.9% 14.2% 9.1%
8000-9999 3.9% 2.7% 5.5%
10000+ 3.4% 21.9% 4._6%
Per unit loan as
% of unit cost 83% 32% 78%
Interpolated
unit cost ranges 1982 1983
0-4518 0-4808
57 .6% 26.9%
4519-7228 4809-7691
29.0% 53.9%
7229-9637 7692-10255
5.9% 9.1%
9638-12047 10256-12819
3.9% 5.5%
12048+ 12820+
3.4% 4.6%
The loan amounts are lower

project amounts may be
forgiveable.

In rental RRAP 50% financing by the landlord

The average is high

The rental

unit.

influenced by the

loans were excluded from the
rental loan is higher as a result of some

than the project cost amounts and the total
loans

in Quebec because of a Provincial
which provides further financial assistance to the owner or landlord.

1983

fact that the

is required.

Rental

8438

13073

45_9%

6.1%

14.1%

4_6%

31.2%

29%

4468(Alta) 3569(B.C.)

assistance program

interpolations because the average
loans representing more than one
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The interpolation on the previous page indicates that a warranty 1limit of
$ 5,000 would make 73% (in 1983) homeowner renovations under RRAP eligible
for warranty; the remaining 27% would be enrolled on an optional basis only.
A limit of $3,000, however, would exclude very few of the RRAP units.

The selection of a $3,000. minimum value for renovations subject to
coverage would result in a minimum guaranteed market equal to the RRAP
volumes if CMHC imposed a warranty requirement as a condition of their
program.

It is, however, unlikely because of its national mandate that CMHC would
require a renovation warranty until it is offered in all parts of the
country.

Statistics Canada building permit data (Statistics Canada and CMHC starts
survey; Construction in Canada, 64-201 Statistics Canada catalogue; CANSIM;
1984 forecast by Construction Division, Statistics Canada) is a primary
source of data that can be used to measure the maximum potential market for
a renovation warranty. This data provides information regarding the number
and value of building permits issued under the "Improvements"”(these include
alterations, cottages, and conversions) classification and the estimated
value of "Repairs”. A second source is the 1982 Statistics Canada family
expenditure survey data (compiled detailed income and expenditure patterns
for almost 11,000 family spending wunits) which provides information
regarding the amounts spent by Canadian families in numerous categories of
repairs(minor and major) and in categories covering additions, remodelling,
and new installations. This source also includes data on the amounts spent
on work done under contract and by homeowners, as well as the numbers of
households requiring major repair.

By combining and interpreting the above data calculations can be made
regarding the number of contract renovations done in each Province. Chart
1 on the second following page indicates the amount of contract renovation
work that occured in each Province in 1982 based on the following
methodology:

By using the totals for numbers and values of building permits which
Statistics Canada collects from various 1locations in Canada in order to
project the total value of activity, the number of permits in the
improvement clasification is calculated. The repair amounts are the
Statistics Canada estimates of activity and the number of repair projects is
derived by calculating the average value of a repair from the family
expenditure data.(see Chart 2)

The following summarizes the proportion of repairs and improvements that
are contracted according to the family expenditure data:

Number Amount
Repairs 427 607
Improvements 477 567%
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These percentages were applied to the data in Chart 2 to calculate the
numbers and amounts in each category in Chart 1. The total number of
repairs and improvements 1in Chart 1 is calculated by taking 100% of the
repair number plus 33% of the improvements. The improvement numbers are
reduced by 67% because 67% of the households reporting repairs are also
reporting improvements. While it is recognized that not all improvements
would occur in households reporting repairs it is a conservative
approach.

Chart 1, therefore, represents an estimate of the potential market in 1982
for a Renovation Warranty. While a large number of vrenovation or repair
projects are of too low a value to be covered by a warranty program,the
number of projects which would be subject to coverage is still very large.

Chart 3 shows the value of building permits and the estimated value for
1984 (Source: Statistics Canada) covering both renovation (repairs plus
improvements) and new housing. It is significant to note that the trend to
increasing expenditures in the renovation sector, while slowed by the
recession, 1is clear. The numbers also indicate a much more stable range of
activity 1in renovation than 1in new housing. The potential of 1,636,419
renovation projects is approximately 10 times the number of new housing
starts expected in 1984.

The realization of the potential will necessarily depend on decisions
taken regarding the nature of support, if any, given by CMHC and the
mortgage insurance and lending sector and/or by Provincial Governments in
the form of legislation, on the lower limit adopted for projects elgible for
coverage, and the success of efforts to educate consumers and renovators
regarding the benefits of warranty.

5.3 LIMITATIONS IN DATA AVAILABLE

The two major limitations in the data used to produce the estimate of the
potential market in Chart 1 are:

There is an 1inconsistency between the average value of each
building permit calculated by dividing the total value of permits
by the number of permits under $25,000 and the average expenditure
for additions, renovations and new iInstallations taken from the
family expenditure data. The average derived from the building
permit data is $3,610 whereas the family expenditure data
indicates an average of $2,459. |In calculating the number of
repair projects for Chart 1 the average contracted repair was
increased by the proportion by which $3,610 exceeds $2,459.

The repair amounts provided by Statistics Canada are estimates
based upon the family expenditure survey and there is no method of
verifying the data. The average cost of individual renovation or
repair projects reported in the family expenditure survey appears
low when compared to the building permit data.

In addition to the above, there are limitations resulting from using

national averages 1in respect of the proportions of repairs that were
contracted.
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RENOVATION MARKET POTENTIAL CHART 1

1982
Repairs Improvements__ __ Total
All Sizes Under $25,000 $25,000+ All Sizes

Number Amount Number Amount Number Amount Number Amount

(Estimate) (000s) (000s) (000s) (Estimate) (000s)

Nf1d 27,570 36,290 7,161 15,248 16 752 29,938 52,290

P.E_I. 5,502 7,243 800 5,121 20 1,170 5,773 13,534

N.S. 41,968 55,241 6,966 47,391 105 5,619 44,301 108,251

N.B. 31,671 41,688 7,425 25,716 87 5,799 34,150 73,203

Que 439,126 578,009 66,403 249,538 1,629 128,002 461,577 955,549

ont 608,753 801,284 66,726 304,739 1,696 115,012 631,332 1, 221,035

Man 52,374 68,938 6,193 33,904 197 11,974 54,483 114,816

Sask 44,353 58,381 8,124 40,113 211 9,841 47,104 108,335

Alta 135,980 178,987 16,439 80,503 632 37,884 141,613 297,374

B.C.* 177,457 233,581 25,206 124,785 1,131 69,584 186,148 427,950

Totals 1,564,754 2,059,642 211,443 927,058 5,724 385,637 1,636,419 3, 372,337
SUMMARY OF BUILDING PERMIT DATA CHART 2

1982
Repairs Improvements Total
All sizes Under $25,000 $25. 000+ All Sizes

Number Amount Number Amount Number Amount Number Amount
(Estimate) (000s) (000s) (000) (Estimate) (000s)
NFld 65,643 60,483 15,237 27,229 35 1,343 80,915 89,055
P.E.I. 13,101 12,072 1,703 9,144 43 2,089 14,847 23,305
N.S. 99,923 92,068 14,821 84,627 223 10,034 114,967 186,729
N.B. 75,408 69,480 15,797 45,921 185 10,355 91,390 125,756
Que 1.045,539 963,349 141,282 445,603 3,466 228,575 1,190,287 1,637,527
ont 1,449,411 1,335,473 141,971 544,176 3,609 205,378 1,594,991 2,085,027
Man 124,699 114,896 13,176 60,543 420 21,382 138,295 196,821
Sask 105,602 97,301 17,285 71,630 449 17,573 123,336 186,504
Alta 323,763 298,312 34,977 143,756 1,345 67,650 360,085 509,718
B.C.* 422,516 389,302 53,629 222,830 2,407 124.258 478,552 736,390
Totals 3,725,605 3,432.736 449,878 1,655,459 12,182 688,637 4,187,665 5,776,832

* Includes Yukon and N.W.T.

By using the totals for numbers and values of building permits which Statistics Canada collects from
various locations in Canada in order to project the total value of activity, the number of permits in
the improvement clasification is calculated. The repair amounts are the Statistics Canada estimates
of activity and the number of repair projects is derived by calculating the average value of a repair
from the family expenditure data.(see Chart 2)

The following summarizes the proportion of repairs and improvements that are contracted according to
the family expenditure data:

Number Amount
Repairs 42% 60%
Improvements A47% 56%

These percentages were applied to the data in Chart 2 to calculate the numbers and amounts in each
category in Chart 1. The total number of repairs and improvements in Chart 1 is calculated by taking
100% of the repair number plus 33% of the improvements. The improvement numbers are reduced by 67%
because 67% of the households reporting repairs are also reporting improvements. While it is
recognized that not all improvements would occur in households reporting repairs it is a conservative
approach.

Chart 1, therefore, represents an estimate of the potential market in 1982 for a Renovation Warranty.

While a large number of renovation or repair projects are of too low a value to be covered by a
warranty program, the number of projects which would be subject to coverage is still very large.
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VALUE OF ACTIVITY 1977-1984 CHART 3
(In Thousands of Dollars)

1977 1978 1979 1980 1981 1982 1983 1984

Newfoundland

New 125,634 98,314 122,620 173,685 152,075 120,818 168,327 146,820

Renovation 68,722 80,391 96,378 116,964 105,696 89,055 122,953 143,995
P.E_I.

New 24,941 38,778 42,419 22,285 12,908 6,145 23,260 28,200

Renovation 17,413 24,684 28,207 21,141 23,042 23,305 27,669 27,744
Nova Scotia

New 182,969 199,123 166,113 145,369 177,507 156,128 280,278 276,485

Renovation 109,290 126,326 155,866 167,342 183,525 186,729 231,933 245,755
New Brunswick

New 140,848 173,360 201,632 124,257 104,960 69,480 200,039 197,636

Renovation 92,489 110,317 131,402 133,306 134,019 125,756 167,293 187,029
Quebec

New 1,967,525 1,614,467 1,633,054 1,347,961 1,624,720 1,086,091 2,012,371 1,735,965

Renovation 1,062,282 1,221,541 1,399,372 1,485,960 1,602,750 1,637,483 2,031,764 2,180,812
Ontario

New 2,855,603 2,748,549 2,503,020 2,219,286 2,735,830 2,261,127 3,164,758 3,021,072

Renovation 1,565,401 1,744,514 1,990,746 1,988,455 2,189,215 2,085,027 2,401,707 2,692,835
Manitoba

New 341,870 417,769 273,251 139,957 180,085 97,934 282,830 327,555

Renovation 139,012 158,255 168,233 192,102 180,204 196,881 250,144 265,548
Saskatchewan

New 452,078 413,086 476,132 381,785 312,543 282,684 412,552 355,219

Renovation 119,465 132,444 162,946 170,891 157,892 186,504 211,184 233,666
Alberta

New 1,415,387 1,929,958 2,041,422 1,875,581 2,177,179 1,684,322 1,155,273 753,520

Renovation 332,879 403,237 510,209 522,956 538,086 509,718 545,285 541,719
B.C.

New 1,220,872 1,228,300 1,274,434 1,776,396 2,528,065 1,598,862 1,522,035 1,379,042

Renovation 474,606 560,659 610,796 700,411 865,222 736,390 842,831 780,461
Canada

New 8,727,727 8,861,704 8,737,097 8,206,762 10,005,872 7,363,591 9,231,723 8,221,514

Renovation 3,981,559 4,562,368 5,254,155 5,499,528 5,968,651 5,776,832 6,832,763 7,299,564

Note: Renovation includes Repairs, Improvements(alterations & cottages), and Conversions

Chart 3 shows the value of building permits and the estimated value for 1984 (Source: Statistics Canada) covering both
renovation (repairs plus improvements) and new housing. It is significant to note that the trend to increasing expenditures
in the renovation sector, while slowed by the recession, is clear. The numbers also indicate a much more stable range of
activity in renovation than in new housing. The potential of 1,636,419 renovation projects 1is approximately 10 times the
number of new housing starts expected in 1984.
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5.4 CORRELATION OF REQUIREMENT FOR PROTECTION WITH DEMAND AND TOTAL
MARKET POTENTIAL

While Chapter 3 is not specific in identifying the exact nature of problems
being encountered by consumers in Canada it does demonstrate that there
would appear to be, proportionately, at least as many consumer problems
being experienced in the renovation sector as there were in the new home
sector prior to the introduction of the New Home Warranty Programs in the
1970s.

Chapter 4 concluded that, in spite of the problems consumers are having in
the renovation area, generally they will not require that their contractors
provide a warranty. This apparent contradiction can be explained by the fact
that most people think that problems happen to "the other guy” and that most
people are motivated by the best price in priority to all other factors.
A further problem on the demand side of the equation, as outlined in
Chapter 4, is that it is actually the renovator, not the consumer who buys
the warranty.

This chapter has shown that the market volume for renovation warranty is
potentially better than the volume of new home construction eligible for
warranty. The limited evidence outlined in Chapter 3 indicates that the
incidence of problems in renovation exceeds that for new construction.
However, the uncertain demand on the part of consumers and renovators makes
the realization of this potential questionable.

One major consideration in the area of market acceptance is the reaction of
renovators to a warranty system. While opinions vary across the country from
positive in Nova Scotia to negative in Ontario with the other Provinces in
between, the state of organization of renovators is currently far Iless
advanced than that of new home builders when the New Home Warranty Programs
were introduced. This lack of organization could prove to be a major problem
in the establishment of renovation warranty programs in Canada. The lack of
success the HOW Remodelers Program in the United States has suffered as a
result of the fragmentation of the industry and the price—value perception
of renovators gives some indication of the potential problem.

5.5 CONCLUSIONS AND RECOMMENDATIONS

The committee has concluded that the potential market size as outlined in
this chapter is more than sufficient market to support a renovation warranty
program to provide protection to consumers in Canada. However, the current
indications of market demand are such that it could not be reasonably
expected that administrative and claim costs of such a program could be
recovered from voluntary enrollments.
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CHAPTER SIX
INSURANCE / RISK ANALYSIS
6.1 INFORMATION SOURCES

In order to estimate the cost of funding the risk undertaken by a warranty
program offering protection based on coverage outlined in Chapter Three, a
number of sources of iInformation were identified. The Ffirst, most useful,
source is the New Home Warranty Programs in Canada. They represent the
model that was used in designing the coverage recommended and now have
between eight and ten years experience since their inception. In addition to
the New Home Warranty Programs themselves discussions were held with the two
insurance companies which 1insure the risks of six of the seven New Home
Warranty Programs. The final source is the Homeowners Warranty Remodelers
Program in the United States.

6.2 "WORST CASE"™ LOSS PROJECTIONS

There are two primary elements to the loss data collected by the New Home
Warranty Programs which form the basis Tfor projections of future Ilosses
(which they prepare on a regular basis as part of their financial planning
process).

The first aspect is claims frequency. This 1is a measure of the number of
claims that occur in relation to the number of units protected by the
program. Most of the programs calculate the claims frequency in relation to
each '"'generation'" (units enrolled in a particular period, usually a year) of
homes in order to determine trends. It is often expressed in terras of the
number of claims per thousand units enrolled as follows:

Number of Claims 17

Number of Units Enrolled 5,129

Frequency = 17 = 3.314
5,129/1000

An analysis of the trends including a review of the economic conditions
during the periods covered leads to a frequency range which is then combined
with the severity levels to produce a loss projection.

The second element is severity. This is a measure of the average cost per
claim in respect of units enrolled by a program. It is a simple average but
can be calculated in two different ways. The Tfirst is the cost per claim
paid from all generations during any given period such as a fiscal year. The
second is the cost per claim in respect of units enrolled during any
generation. Experience has shown that the trend resulting from accumulating
data based on claims paid during a particular time period seems to be the
best measure for projection purposes because it reflects changes in controls
and procedures as well as changes in the economy.

Total cost of Claims $ 35,475 = $958.78 Severity
Number of Claims 37
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An analysis of severity trends leads to a severity range which is then used
to project losses.

The examples are illustrations only and are not intended to portray any
actual data.

The New Home Warranty Programs then utilize the frequency and severity data
to establish a range for losses which they expect in the future. Since there
is no historical data available for a renovation warranty the most
conservative approach in projecting losses is to examine the available New
Home Warranty data and prepare a projection based wupon the worst
experience.

The following summary indicates the worst experience in each claim category
which one of the Atlantic, Alberta, or B.C. New Home Warranty Programs have
had:

Deposit First Year Major Structural
Frequency per 1000 units 1.7 16 20
Severity per claim $ 3,840 $ 2,800 $ 4,800

There is no reason to expect that the renovation warranty would experience a
better loss frequency than a New Home Warranty in both the deposit and first
year categories. However, since only a small number of renovations are
structural in nature, and recognizing the two year coverage recommendation
it is reasonable to assume that the renovation warranty will experience a
claims frequency of 10% of the worst indicated above. It should be noted
that in excess of 90% of renovations are under $25,000 and average
approximately $4,100 in value.

The severity for deposit claims should be lower than the New Home Programs
because an upper limit of $1,000 has been used and because the average
renovation is under $5,000. Thus, a coverage limit of 10% would result in a
$500 claim. For these reasons the severity has been projected at $750.

The highest claim cost experienced in the first year claim category occured
a number of years ago. Since then the combination of improved controls, the
availability of more contractors, and the introduction by one New Home
Warranty Program of an internal repair division have reduced the average
claim by more than 60% to less than $1,000. The New Home Warranty experience
plus the more limited scope of the majority of renovations would indicate
that a claims severity of $500 should be reasonable for a "worst case"”
projection.

There is no reason to adjust the major structural severity of $4,800 for
this projection.
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The above frequency and severity, therefore, result in the following
estimate of losses:

Deposit First Year Major Structural Total
Frequency 1.7 16 2 n/a
Severity $ 750 $ 500 $ 4,800 n/a
Claim cost per 1000
enrolIments $ 1,275 $ 8,000 $ 9,600 $ 18,875

This results in a cost per unit subject to warranty of $18.88.

While this projection estimates the amount that must be collected to cover
losses as part of the enrollment fee it does not deal with the effects the
actual time of payment of claims may have on the amounts set aside for
future obligations. It also assumes that the warranty program would have
gained sufficient public recognition so that a normal claims incidence
would occur rather than the slightly lower claim cost that can be expected
during the first one or two years of a new warranty program"s existence.

6.3 INSURING OPTIONS

There are only a limited number of choices for negotiating an insuring
agreement to ensure that any new warranty program is able to meet its future
claim obligations.

Since the responsibility to pay losses rests with the warranty organization,
any insuring agreement is more appropriately described as a form of
financial guarantee or support obtained by a warranty company to enable it
to withstand the effects of a catastrophic loss experience occurring early
in its history. The sooner a warranty program can have sufficient funds on
hand to cover all reasonably expected losses, the greater its ability to
survive a catastrophe and the less its reliance on its insurers. This means
that warranty programs attempt to become increasingly self sufficient and,
therefore, to reduce the amount of premium income to an insurer over a
period of years.

The experience of the New Home Warranty Programs in Canada, plus a recent
survey of the market and discussions with the New Home Program insurers,
indicates that only a very limited number (perhaps only two and no more than
five) of insurance companies will even discuss the possibility of insuring
the risks of new renovation warranty companies. The reducing income
potential and the unusual nature of the risk, which to insurers is partly
property and casualty and partly financial guarantee, make it difficult to
attract widespread interest.
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All of the Insuring agreements used by the New Home Warranty Programs to
date have included provisions wherein the insurers would pay all or some of
a Program®"s claims under specified circumstances. Normally these
circumstances would only occur after a Program had paid a considerable
amount of the losses incurred in any particular period. After payment by
the insurer the Program is obligated to repay at least a portion of these
amounts in accordance with a predetermined formula. |In most cases the
Program can not cancel the agreement while any of these amounts are unpaid.

Within the agreement framework outlined above there are two Tfurther
alternatives. The first is that the premium paid to the insurer includes
the amount of claims that the Program is obligated to pay. In this case the
insurers will refund any difference if claims are Ilower than an agreed
amount. The second alternative is that the Program pays a premium and pays
all losses. If the losses exceed the stipulated amount the Program will
call on the insurer to pay the execss. Generally the second form of
agreement has been one which some Programs have changed to after they had
some experience and sufficient funds on hand.

This results, therefore, in only a limited number of options for a new
warranty program both in terms of the number of insurers to deal with and
the type of contract available.

The most likely format for an insuring agreement for a new warranty program
requires the program to pay an amount to the insurer which includes both the
insurance premium and the estimated claims amount. The reason that insurers
prefer this system during the early years of a new program"s development is
that they are able to ensure that sufficient funds will be available to
settle claims. Since most warranty programs have Boards of Directors
comprised of volunteers this system gives the insurers time to develop a
working relationship with the organization and be confident that the claim
obligations will be met.

6.4 PROJECTED INSURANCE / RISK COSTS

The Home Owners Warranty Remodelers Program in the United States has had
only extremely limited market penetration and has not been in business for a
sufficient length of time to be considered a representative example of the
loss experience that could be expected in Canada.

Discussions with the insurers of the New Home Warranty Programs have
indicated that they will need to be assured any new renovation program
can demonstrate sufficient enrollments to ensure its administrative
obligations can be met. They require this assurance because the system
outlined in this report contemplates that the program will be obligated to
provide the claim settlement process and other administrative support, while
the insurers are only required to cover the out of pocket cost of the
claims. This means insurers must be satisfied that the program can meet its
obligations so that they would not be required to administer claim payments
in the event of a financial failure by the program.
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Based upon the experience of the New Home Warranty Programs and the
discussions with their insurers, it is estimated that the average cost of
insuring each unit enrolled for the first few years of a new program would
be in the $6. to $10. range.

The combination of the projected losses in section 6.2 of $18.88 and the
estimated cost of insurance above of $6. to $10. indicate that between $25.
and $29. of each enrollment should be set aside to adequately fund the
expected losses.

6.5 RECOMMENDATIONS AND CONCLUSIONS

Insurance underwriters are reluctant to offer coverage to a separate
voluntary program without assurances that the program is able to meet its
financial obligations . '

Detailed operating and loss projections should be carried out for each
program established so that the amount mnecessary to fund losses and
insurance premiums can be included in each enrollment fee collected.

To the extent possible, renovation and new home warranty programs should
negotiate an umbrella insuring agreement to reduce the amount of premiums
paid by each program, by offering an insurer a larger total premium. Since
it is likely that separate legal entities would come into existence at
different times in the various areas of the country, this concept could only
be pursued after one or two renovation warranty programs have started or if
an agreement could be reached between a number of renovation and new home
warranty programs. The amount of the total premium and the increased spread
of risk that would result from a number of programs participating in one
insuring agreement should result in considerable savings to the participants
while still being attractive to the insurer.

The preferred type of insuring agreement 1is one which stipulates that only
the cost of losses and not the cost of claims be paid to the insurers. This
will result in the renovation warranty program being able to earn interest
on funds which are set aside for future losses.
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CHAPTER SEVEN
FINANCIAL PROJECTIONS
7.1 INFORMATION SOURCES

The New Home Warranty Programs were the only source of data used in
preparing the projections included in this chapter. The model for the
documentation and the protection offered is based on the New Home Warranty
system and it was felt that no other data was as representative of the
operating conditions a renovation warranty program could expect.

The projections were prepared to assess the results of operating a
renovation warranty program at various levels of activity. They attempt to
determine the conditions under which a program using the minimum enrollment
fee selected by the committee could operate successfully.

7.2 BASIS OF PROJECTIONS

In order to assess the economic Tfeasibility of a warranty program for
renovations, and to attempt to measure the impact of the alternative
possibilities regarding outside support for such a program, a cash flow
model has been prepared to illustrate the fee structure required at
different levels of activity.

The minimum level selected was based upon the lowest level of activity in
any of the regions in which the New Home Warranty Programs operate. It is
intended to provide information regarding the enrollment fee required by a
program operating at a low level of activity.

The second level selected is based wupon the market potential for
improvements in Manitoba. It is 80% of the total number of improvement
projects as shown in Chart 1 in Chapter 5. Manitoba was chosen because it
represents the smallest market potential for improvements in any of the
seven regions where the New Home Warranty Programs operate.

The third level is presented to illustrate the effects of a further increase
in volume on the unit costs.

The enrollment fee of $50 was considered a fee which would attract a
reasonable level of volume.

The following assumptions were made in preparing the cash flow:

The renovator registration (initial membership in the program, annual
renewal would be in the $200-300 range) fee would be $400. It is
intended that this rate be used during the start up period and then
increased later. Ultimately registration would be in $450 - $700 range,
depending on the cost of administration.

The registration cost factor is based upon the out of pocket cost of

printing and supplies of the Alberta New Home Warranty Program
increased slightly to allow for contingencies.
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The enrollment cost factor is based upon the out of pocket cost of
printing and supplies of the Alberta New Home Warranty Program of
$4.00 plus an allowance for the cost of printing standard contracts and
a pamphlet similar to CMHC"s "How to Hire a Contractor™ or the Ontario
Government®"s '"Plans, Permits, & Payments".

The 1insurance cost is estimated at $25 per enrollment subject to
warranty.

The other overhead 1is based on the current overhead levels of the
Manitoba New Home Warranty Program for the 1,000 enrollment level plus
$25,000 per 1,000 aditional enrollments.

The number of members is based on an assumption that each renovator
would have to do at least 15 projects per year at an average of
approximately $5,000 to survive economically.

The overhead levels are based on a system which does not examine plans in
order to accept enrollments and conducts inspections only in connection
with membership approval, conciliations, and claims, as is the case with
the New Home Warranty Programs.

It is assumed that the overhead does not include the cost of any

programs or servicesin addition to the  basic processing of
enrol Iments, applications or renewals, and the conciliation-claims
function.

The shared overhead factor is based on an estimate of the savings that
could be accomplished by contracting with a New Home Warranty Program
for management rather than operating on an independant basis. It is
calculated as follows:

Total Saving to Saving to
Enrollment level Annual Renovation New Home

Saving Program Program

$ $ $

1,000 30,000 15,000 15,000
3,000 60,000 30,000 30,000
5,000 90,000 45,000 45,000
7,000 120,000 60,000 60,000
9,000 150,000 75,000 75,000

The projections show that there are extremely significant effects on the
breakeven cost per unit as the volume increases; however, in the model used,
the benefits level off once the 5,000 level of enrollments is reached.
Overhead should not continue to increase on the straight line basis used in
the projections indefinitely. Further benefits of larger volume should be
achieved at volumes above those illustrated.

The cost of providing protection to each renovation will likely have a

significant impact on the decision making process of all parties who might
provide support to a renovation warranty program.
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7.3 PROJECTIONS

Enrollment level
Number of members
REVENUE

Membership fees
Enrollment fees

EXPENSES

Membership
Enrollments
Insurance costs
Other overhead

CASH FLOW

Units
1,000

67

$ 400
50

50
10
25

(DEFICIENCY) BEFORE

OVERHEAD SHARING
Overhead sharing

NET CASH FLOW

BREAK EVEN ENROLLMENT FEE

Before overhead sharing

After overhead sharing

Dollars

26,800
50,000

76,800

3,350
10,000
25,000

150,000

188,350

(111,550)

15,000

(96,550)

$ 162

147

RENOVATION WARRANTY

CASH FLOW PROJECTIONS

Units
5,112

341

$ 400
50

50
10
25

Dollars

136,400

276,700

413,100

17,050
51,120
127,800

250,000

445,970

(32,870)

45,000

12,220

$ 56

48

Units
7,500

500

400
50

50
10
25

Dollars

200,000

375,000

575,000

25,000
75,000
187,500

312,500

600,000

(25,000)

63,750

_38,750

$ 53

45



7.4 CONCLUSIONS AND RECOMMENDATIONS

Any renovation warranty program should endeavour to ensure that it could
expect at least 5,000 enrollments so that it could offer an acceptable fee
scale.

Total industry support may be necessary in order to achieve this minimum
level of activity.

Since economic and logistical conditions differ in each region of the
country no program should commence operations without preparing detailed
operating projections which will adequately take into account those local
circumstances.
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CHAPTER EIGHT

LEGAL STRUCTURE

8.1 ALTERNATIVES

There are a number of legal structures which could be used to operate a
renovation warranty program in the various regions of the country:

Federally incorporated company
Provincially incorporated company
Society

An Act of a Legislative Assembly

There are also two operating systems that can be adopted.

A. Federally Incorporated Company, licensed to do business in all Provinces
and Territories structured as follows:

A Board of Directors consisting of one member from each operating area of
the country plus the Chairmen of the New Home Warranty (Certification)
Program or other agency which provides management services in each region.
Board members who do not represent managing agencies must be Renovator
Members of the Program and will be the Chairmen of each Regional Executive
Committee. Operating areas are.

. Atlantic Canada
« Quebec

Ontario
Manitoba
Saskatchewan

. Alberta

« British Columbia

~Noounm B~ =
*

The Board will operate in a fashion similar, to the current New Home
Warranty National Warranty Council but will have the added responsibility
to oversee the national insuring agreement, which will be structured as
follows:

a) Each region will be responsible for providing sufficient funds to
cover reasonably expected losses plus insurance premiums to a
central account maintained by the Board.

b) The Board will negotiate a single insuring agreement and will
have the right to transfer funds contributed by one operating
area to pay losses of another providing interest is credited to
the area making the contribution and a repayment scheme is
established.

c) The ability to transfer funds and the negotiation of a single
agreement will reduce the cost of insurance significantly.



The Board will also:
Ensure that information regarding changes made in any region resulting
from decisions of a Regional Executive Committee will be conveyed to

the other regions.

Ensure that research into areas of national concern is carried out in
a cost effective manner.

Negotiate management contracts for each of the operating areas with
the applicable New Home Warranty (Certification) Programs or other

acceptable parties. ~ ok

Delegate other policy and management decisions applicable to a region
to the appropriate Regional Executive Committee.

The Regional Executive Committees will have total operating responsibility
for their division of the Company except as outlined above.

The makeup of the Regional Executive Committees will be established by the
applicable Renovators Councils of the Canadian Home Builders Association.

There are a number of advantages to the structure which are listed below:
The cost of insurance will be minimized.
The Board of Directors will be the equivalent of the New Home Warranty
National Warranty Council but will have the authority to act and raise
funds directly rather than be subject to the constraints which affect

the National Warranty Council.

The single company could obtain an Income Tax ruling and simplify the
process of ensuring the non-taxable status.

As a result of improved communication links each region of the country
will have greater certainty of benefiting from the experience of the
others

Research can be conducted on a coordinated basis nationally.

The overall operating costs should be lower.

The disadvantages of the structure are:

History has shown that the industry could not agree on a national system
for New Home Warranty.

There may be problems resulting from varying financial strengths of the
regional groups.

The size of the Board and the executive committees may prove unwieldy.
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B. Incorporate a number of identical Federal Companies to operate in the
various regions.

The Boards of Directors would be selected by a similar process to that used
by the New Home Warranty Programs in each region. All of the renovation
warranty programs could belong to the National Warranty Council of the
Canadian Home Builders® Association.

The advantages of this structure are:

This would result in a consistent form of organization for Income Tax
purposes.

It permits regional autonomy.

This structure is so similar to the existing New Home Warranty
Programs that it will not cause any confusion or misunderstanding on
the part of the public or the members.

The disadvantages are:
The national body will be weaker than if alternative A is chosen.

There will be less exchange of operating information and no potential
for sharing of resources which would vresult in reduced costs,
particularily to the smaller programs.

The 1implementation of a national insuring agreement, while still
possible, is unlikely. The lack of a national insuring agreement will
result in higher insurance costs.

Coverage is more likely to vary from region to region.

8.2 RECOMMENDATIONS

Federally incorporated companies should be used to provide consistency
across the country.

\
Since the wording pf: Part 2 of the Canada Corporations Act is consistent
with the wording of” the Income Tax Act regarding non-profit companies the
potential for problems in connection with income tax status should be
reduced. v

The committee vrecognizes the difficulties that were encountered in
attempting to create a national new home warranty system and therefore
recommends that a system using regional Federally incorporated companies
would be the most workable alternative.
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CHAPTER NINE

DOCUMENTATION

9.1 INFORMATION SOURCES

The three sources of information used to develop the documentation package
are: '

The New Home Warranty Programs

The Nova Scotia Home Builders'Association
Home Owners Warranty Remodelers Program

9.2 HIGHLIGHT COMMENTS

The sample documents which follow have been designed using the New Home
Warranty Programs model and making changes based upon a review of those
prepared by the Nova Scotia Renovations Committee and HOW.

The Deposit Receipt and the Limited Warranty Certificate both contain
references to the Agreement with Renovator because they form part of that
document as well as being separate documents which are given to consumers as
evidence of protection.

The documents do not include a detailed membership qualification criteria
because the committee feels that membership standards must be set
differently in each region of the country. Generally they will include
measures of financial responsibility, technical competence, and reputation.

The committee recommends that the series of training courses produced by
Canada Mortgage and Housing Corporation which are now being offered by
numerous community colleges throughout Canada be made available to as many
renovation contractors as possible and be coordinated with any other courses
available to maximize the use of resources. Consideration should be given by
any warranty program established to using the courses as a part of the
criteria for membership in a way that would encourage members of the
industry to take advantage of the courses.

The documents may seem complicated in some instances but the wordings have
proven necessary in the experience of the New Home Warranty Programs both to
ensure that the intent of the warranty is clear and so that proper recourse
can be maintained where necessary.

The documents included in this report are not intended for use in any
jurisdiction without detailed review by legal counsel to insure compliance
with applicable statutes.

No examination of existing copyrights has been undertaken. Sample documents
may be subject to prior copyright claims .and should not be used for public
protection without proper licensing clearance. The committee sees no
difficulty in obtaining any necessary licensing agreements from the New Home
Warranty Programs.
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9.2.1 DEPOSIT RECEIPT

THIS IS THE FORM OF RENOVATION DEPOSIT RECEIPT BEING SCHEDULE "B™ WHICH IS
ATTACHED TO AND FORMS PART OF THE AGREEMENT WITH RENOVATOR HEREUNTO ANNEXED,

RENOVATION WARRANTY PROGRAM OF renovation deposit

receipt number
deposit receipt between:

CONSUMER R#
. phone
RENOVATOR no.

for the renovation of

a home located at: H#
deposit receipt amount /100 $
total contract price $ under contract dated 19
expected start date 19 expected completion date 19

coverage of this receipt is limited to a maximum of $1,000 paid as a
deposit as defined and subject to the provisions on the reverse side
hereof., confirmation of this coverage will be issued by the program
when the original copy of this receipt is received by the program from
the consumer.

mailing address
of consumer

street city ( postal code
renovator consumer
signature signature

white - program copy (to be mailed or delivered by consumer to the program)
pink - renovator copy canary — consumer

SAMPLE SAMPLE SAMPLE SAMPLE SAMPLE SAMPLE SAMPLE SAMPLE SAMPLE



IN THIS Deposit Receipt a "deposit" means earnest money paid at the time of
signing to bind a contract confirmed by the Program in writing. Without
limiting the generality of the foregoing the term "deposit™ shall be deemed
not to include considerations such as: work or materials provided; part
payments and conditional payments; payments made subsequent to the date of
signing of the contract; payments made which are subject to a setoff in
favour of the Renovator to the extent of the amount of the setoff.

WHEREAS the Renovator named on this Deposit Receipt has entered into a
written contract with the Renovation Warranty Program of ,
a body corporate carrying on business in the of
(hereinafter called "the Program”), the terms and conditions of which
written contract govern and apply to this Renovation Deposit Receipt;

AND WHEREAS under the said written contract, the Program has agreed to carry
out some obligations of the Renovator in the event of the Renovator's
bankruptcy, insolvency or fraud;

NOW THEREFORE the Program hereby acknowledges and agrees that in the event
the deposit paid by the consumer to the Renovator named on the face hereof
should become refundable to the Consumer and is not otherwise excluded above
and ‘in the event such deposit monies cannot be recovered by the purchaser
from the Renovator due to bankruptcy, insolvency or fraud of the Renovator,
the Program shall repay the same to the Consumer, subject always to the
following conditions:

1. The Consumer shall perform all of his obligations or shall be ready,
willing and able to complete all of his obligations to the Renovator
pursuant to the contract between them; and

2. The Consumer shall in the event of payment of any deposit monies by the
Program to such Consumer, forthwith assign and transfer to the Program to
the extent of such payment any security position, judgement, or cause of
action the Consumer may hold against the Renovator relating to the same
transaction; and

3. The Program copy of this Deposit Receipt must be registered with the
Program by the Consumer promptly following the execution of this receipt,
and deposit coverage will become effective only when confirmation of
coverage has been issued by the Program;

4. The following limitations shall apply:

a) The protection offered by the Program against loss of a deposit
shall end, subject to the further conditions contained in paragraph 4. c),
at the commencement of any warranty provided by the Program on the same
residential unit and for purposes of clarity completion of a renovation
means the date when the work specified in the contract to which this receipt
attaches is capable of being used for the purpose intended as evidenced by a
Certificate of Completion signed by the Consumer and the Renovator.

b) Any legal proceeding or action against the Program under the
conditions and agreements of this Deposit Receipt must be instituted before
the expiration of a period of one (1) year from the date upon which the
bankruptcy, insolvency or fraud of the Renovator has occurred;

c¢) Deposit coverage shall cease when value, to the amount of the
initial deposit, has been installed in the Renovated Residential Unit to the
benefit of the Consumer.
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5. The 1limit 1liability of the Program for refund of a deposit to any
Consumer shall be equal to 10% (ten percent) of the Contract Price hereon to
a maximum of DOLLARS and in the case of
warranties, such limitations as set forth 1in any Limited Warranty
Certificate of the Program shall apply.

6. The information provided on this receipt must correspond exactly with the
Contract.

7. The Consumer will be required to demonstrate that a loss has been
incurred in accordance with the provisions of this receipt and will be
subject to the claim and settlement process established by the Program.



9.2.2 LIMITED WARRANTY CERTIFICATE

Form to be designed so that it can be mailed without requiring an
envelope.

Description of Renovated Residential Unit(s):

Legal; Lot: ' Address:
Block:
Plan:
Type:
Number of units:
Date of Contract with Registered Renovator 19
Total amount of contract and addenda reported to Program $ .
RENQOVATOR
IMPORTANT
Name: ' Peel off this sticker and
Address: place it on the electrical

panel in your home.

THIS HOME IS PROTECTED BY
RENOVATION WARRANTY

Date of Completion
19

Dear Consumer:

Congratulations on having your renovation completed by a Registered
Renovator!

Attached is your Two Year Limited Warranty Certificate. This Certificate is
an important document and should be safeguarded. Please read it carefully.

The Limited Warranty on your newly renovated home became effective on the
date of completion shown on the Limited Warranty Certificate. Attached is a
warranty sticker which is to be peeled off and placed on the electrical
panel in your home to show that your home is covered by the Program's
Limited Warranty. If you have any questions about your new home, contact
your renovator first. If it is necessary to contact the Program, please
quote the R and H numbers which appear on the upper right of the Warranty
Certificate and on the panel sticker above.

IT IS NOT NECESSARY TO NOTIFY THE PROGRAM OF CHANGES IN OWNERSHIP. THE
LIMITED WARRANTY IS AUTOMATICALLY TRANSFERRED TO SUBSEQUENT OWNERS.

The Program can be contacted at

Renovation Warranty Program of

Per Per
Chairman of the Board President




9.2.2 LIMITED WARRANTY CERTIFICATE

THIS IS THE FORM OF LIMITED WARRANTY CERTIFICATE BEING SCHEDULE "A™ WHICH IS
ATTACHED TO AND FORMS PART OF THE AGREEMENT WITH RENOVATOR HERETO ANNEXED

RESIDENTIAL RENOVATION WARRANTY INTERPRETATION
l. In this Residential Renovation Limited Warranty Certificate:

(a) "Renovator"” means the Registered Renovator named in this Warranty

Certificate;

(b) The "Program"” means the Residential Renovation Warranty Program
of »y a body corporate carrying on
business in the of 5

(¢) "Date of Completion” means the date when the work specified in the
Contract is substantially complete in accordance with the Contract
specifications.

(d) "Defects in Workmanship or Materials" means any construction carried out
by the Renovator below the building standards prescribed by (name code
applicable in local area and/or the Program) in force at the time of
renovation that govern the work specified in the Contract;

(e) "Major Structural Defects” means Defects in Workmanship or Materials
which have or are likely to have a material adverse effect on the load
bearing portion of the home. It is strictly a condition that, excluded
as Major Structural Defects, are defects in driveways, basement floors,
garage floors, patios, sidewalks, retaining walls, all concrete
constructions which are not load bearing and defects which occur in
portions of the structure not affected by the renovation.

(f) "Load Bearing Portion" shall, so as not to limit the generality of the
foregoing, mean footings, piles, basement walls, grade beams, teleposts
or columns, beams of timber or steel, load bearing walls, floor joists,
and roof trusses provided the foregoing support an integral part of the
home or garage and were affected by the work carried out under the
Contract;

(g) "Home" means the Renovated Residential Unit described in this Limited
Warranty Certificate including, mnot to limit the generality of the
foregoing, condominium wunits, condominium common property (use
applicable local terminology or delete, as applicable) apartment units
and - public areas of apartment buildings; but excluding attached or
detached garages or outbuildings, driveways, sidewalks, and patios;

(h) "Consumer" means the party named in this Warranty Certificate as
Consumer and any subsequent purchaser who may become a - legal or
equitable owner of the home during the term of this Warranty;

(i) "Contract"” means the contract in writing between the Renovator and the
Consumer the date of which is entered on the face of this Limited
Warranty Certificate. The Contract excludes Major Structural Defects
resulting from Defects in Workmanship or Materials supplied by the
Consumer, or from dimproper maintenance by the Consumer, or £from
alterations made by the Consumer.
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RENOVATOR LIMITED WARRANTY (by the terms of an agreement between the
Renovator and the Program as evidenced by the signature of the Program
hereto)

2. The Renovator warrants that the Home was renovated in accordance with
construction standards prevailing in (name code applicable in local area and
/or tha Program) at the time of renovation and without Defects in
Workmanship or Materials.

3. The Renovator agrees to repair Defects in Workmanship or Materials in the
Home and to repair or replace defective materials and appliances supplied by
the Renovator where defects become apparent within One (1) year from the
Date of Completionm.

4. The Renovator shall, to the extent permitted by manufacturers and
suppliers, assign to the Consumer the benefit of any guarantee or warranty
provided by any manufacturer or supplier for a period in excess of One (1)
year from the Date of Completion.

5. The following items shall not be considered defects in workmanship and
materials:

(a) defects in materials, appliances, design and workmanship supplied by the
Consumer;

(b) defects arising from soil subsidence - if the Contract specifies work
which involves changes or additions to the Load Bearing Portion of the
structure and the Consumer does not grant the Renovator permission to
conduct soil tests;

(c) defects arising from improper acts or maintenance by the Consumer
including dampness or condensation due to failure of the Consumer to
maintain adequate ventilation in the Home;

(d) defects in Workmanship or Materials in alterations by the Consumer and
Defects in Workmanship or Materials supplied by the Consumer arising

from such alterations made by the Consumer;

(e) surface Defects in Workmanship or Materials apparent and accepted by the
Consumer at the Date of Completion;

(f) normal cracks in plaster, paint, drywall, masonry, stucco and concrete;
(g) normal shrinkage or warpage of materials;

(h) normal soil subsidence of the lénd around the building or along utility
lines;

(i) modifications or alterations to existing heating and cooling systems,
equipment and appliances, where the orininal heating and/or cooling

equipment (appliance/equipment) was not replaced by the Renovator.

(j) any loss or damage which the Consumer has mnot taken timely action to
minimize.

(k) Renovations to portions of the Home not used for residential purposes.

(1) Defects in swimming pools and other recreational facilities.
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(m) Solar panel systems or their installation.

(n) Tailure of the renovator to complete the work outlined in the plans and
specifications to the Contract.

CONCILIATION PROCEDURE

6. If any dispute arises between the Renovator and the Consumer on any
question regarding the performance by the Renovator of the Renovator®s One
Year Limited Warranty which cannot be settled between the Renovator and the
Consumer the dispute shall be submitted to the Program for conciliation
within sixty (60) days of the end of the Renovator"s One Year Limited
Warranty. The conciliation procedure shall be deemed to be mandatory upon
the Renovator and the Consumer as a condition of the Program®s accepting any
responsibility whatsoever to carry out any remedial work or repairs as set
forth in clause 14(a).

7. Either the Renovator or the Consumer may submit the dispute to the
Program with a conciliation application fee in an amount to be set from time
to time by the Program.

8. The Program shall provide a conciliator who shall make any inspections he
considers necessary and who shall receive representations in a form approved
by the Program from both the Renovator and the Consumer within the time
prescribed by the conciliator.

9. Within a reasonable time of commencement of the conciliation proceedings,
the Program shall cause the conciliator to provide the Consumer and the
Renovator with a decision in writing setting forth the actions, if any,
required to settle the dispute, provided such decision shall not be
delivered until all unpaid funds under the Contract have been paid into
trust under conditions satisfactory to the Program.

10. If the conciliator determines that remedial work is necessary, the
conciliator shall continue to conduct inspections of the Home he deems
necessary until the work has been completed to the satisfaction of the
conciliator.

11. The decision of the conciliator shall be final and binding on both
parties unless varied, revoked, or altered by an order or judgement of a
court of competent jurisdiction.

12. 1f¥ the award of the conciliator is in favour of the party submitting the
matter to conciliation or if the conciliator rules that the request for
conciliation was justified in any event, the conciliation fee paid by such
party shall be refunded by the Program. In all other cases the fee shall be
retained by the Program.

13. If the award of the concilaitor is made against the party submitting the
dispute to conciliation, the said application fee shall be forfeited to the

Program unless otherwise directed by a Court of Law.

PROGRAM LIMITED WARRANTY
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14, (a) If a Renovator fails to fulfill the terms of the Renovator's
Limited Warranty, the Program shall fulfill the terms of the
Renovator's Limited Warranty.

(b) The Program shall repair to the limit of 1iability under this
Limited Warranty Certificate any Major Structural Defects in the
construction of the Home which become manifest during the One (1)
year period commencing on the first anniversary date of the Date of
Completion until the end of the second year next following the Date
of Completion.

(c) Decisions of the Program regarding the correction of Defects in
Workmanship or Materials or Major Structural Defects shall be final
and binding wunless varied, revoked, or altered by an order or
judgement of a court of competent jurisdiction.

(d) In the event that a Home is rendered untenantable by Defects in
Workmanship or Materials or Major Structural Defects which the Renovator
or the Program are obligated to repair, the Program shall pay any
necessary increase in living expenses together with moving expense, if
necessary, of household furniture and personal effects incurred by the
Consumer to continue as nearly as practicable the normal standard of
living of the Consumer's household for the time required with the
exercise of due diligence and dispatch to repair the Home up to a
maximum of , and not to
exceed ' per day for board and
lodging in aggregate for all claims resulting from one Contract during
the term of the Limited Warranty.

CONSUMER OBLIGATIONS

15. (a) The Consumer shall promptly advise the Renovator in writing of any
Defect in Workmanship or Materials which the Renovator has failed to
rectify under the Renovator's Limited Warranty. If the Renovator
then fails to respond to the written request of the Consumer within
15 days the Consumer shall promptly advise the Program in writing
providing full details of the situation.

(b) If the Consumer wishes to claim under the Program Limited Warranty
for Major Structural Defects the Consumer shall promptly advise the
Program in writing. The Consumer may be required to pay a fee to
initiate a claim, the amount of the fee and the conditions governing
it are to be determined from time to time by the Program.

(c) If the Consumer has any dispute with the Renovator concerning the
performance of the Limited Warranty obligations of the Renovator,
the Consumer shall, before utilizing any other remedy available to
him, proceed to conciliation in accordance with the conciliation
procedure in this Limited Warranty Certificate.

(d) In the event the Home subject to this Limited Warranty is sold (resold)
by the original Consumer during the term of this Warranty,
(i) all of the foregoing obligations shall be binding upon any
_ subsequent purchaser and in particular, any previous acts,
comissions, defaults or agreeemnts of any kind made by the
Consumer with the Renovator or Program shall be binding on any
subsequent purchaser.



(ii) any subsequent purchaser shall inquire of the Program to
determine the balance of current coverage remaining on the Home,
if any.

LIMITATION OF WARRANTY

16. There are no warranties or guaranties given by the Renovator or the
Program pertaining to the Home binding upon the Program except as contained
in this Limited Warranty Certificate.

17. In cases of Defects in Workmanship or Materials becoming apparent during
the Renovator®"s Warranty but not resulting in loss, damage, or an adverse
effect on the Home the Program shall be entitled to defer the correction of
the defect(s) until a loss, damage, or adverse effect occurs provided the
occurence takes place within a reasonable period of time.

18. Major Structural Defects resulting from Defects in Workmanship or
Materials supplied by the Consumer, or from improper maintenance by the
Consumer, or from alterations made by the Consumer are not included in the
Program Limited Warranty.

19. No proceedings, claims or actions may be taken for the repair of
defects, the replacement of materials or otherwise under this Limited
Warranty where any proceedings, claims or actions have been taken under any
deposit receipt issued by the Renovator on behalf of the Program respecting
the Contract described herein.

20. The Warranties contained in this Limited Warranty Certificate apply to
Defects in Workmanship and Materials and resultant damage to the Home.
Neither the Renovator nor the Program shall have any liability other than to
repair the defects and resultant damage, and in particular, shall not in any
way, directly or indirectly, be liable for the resultant physical injury or
damage to a person or persons, or to property other than the Home covered by
this Limited Warranty Certificate.

21. The limit of liability of the Program under this Limited Warranty
Certificate shall be:
(i) in the case of individual homes the amount listed opposite the
ranges of the Contract price below, including any addenda which
have been reported to the Program in the prescribed manner, to a
maximum of

(ii) for each multi-unit building the amount of the Contract price,
including any addenda which have been reported to the Program in the
prescribed manner, to a maximum of -—————-—————
—————————————————————— per Home affected by the work specified in
accordance with the schedule in 21.(i) by the Contract up to a limit

of —477"F77-7-+-——4—"-"---"—F———————F—FC—F——-—-C—C—C—C—CC—C—CC, ., —,—,————— per
Contract.
(iii) the amount of increased expenses, if any, provided under Clause

14(d) for each Home subject to the Contract.

9-10



22. Any legal proceeding or action against the Program under the conditions
and agreements of this Limited Warranty Certificate must be instituted
before the expiration of a period of One (1) year from the date 1loss
occurs.

23. If at the time of a loss caused by a defect covered by this Limited
Warranty such loss or resultant damage was insurable or qualified for other
coverage available both before or after such loss by any third party,
government authority or otherwise which would have provided payment for any
such loss or resultant damage the Program shall be 1liable only for the
excess, if any, to Program limits.

TERMINATION OF LIMITED WARRANTY

24, This Limited Warranty shall terminate and become null and void without
notice in any of the following events:

(i) Should the Consumer default in any of the requirements or terms of
Clause 15 of this Limited Warranty;

(ii) Should the Consumer fail to keep the Home in a clean and sanitary
condition;

(iii) Should the Consumer allow any use of the Home other than as a
permanent residence;

(iv) Should the Consumer allow the removal of the Home from the lands
described in this Limited Warranty Certificate;

(v) Should the Consumer take any other legal recourse or proceedings

with respect to this Limited Warranty without first proceeding to
the conciliation proceeding herein contained.

9-11



9.2.3 AGREEMENT WITH RENOVATOR

(hereinafter called the "Renovator")
1. INTERPRETATION
In this Agreement:
(a) "Consumer” means a person who pays a deposit to, or contracts with the

Renovator for the purchase of Workmanship or Materials to be used to
Renovate a Residential Unit in the of .

(b) "Renovated Residential Unit" means a building or part of a building
used or intended to be used for residential purposes, renovated by the
Renovator and permanently, or through another part or parts of the building,
attached to a permanent foundation located in (name jurisdiction) which may
comprise:

(1) a single detached unit,

(ii) a duplex unit,

(iii) a semi-~detached unit,

(iv) a row housing unit,

(v) a mobile home on a permanent
foundation,

(vi) a Renovated Residential Condominium Unit and related Common Property

as defined by (name applicable legislation),
(vii) an apartment unit,
(viii) an apartment building,

(c) "Renovation” means the application of Workmanship or Materials to an
existing residential unit to produce a "Renovated Residential Unit™ under a
contract between a Registered Renovator and a Consumer which is elgible for
enrollment with the Program.

(d) "Common Property"” means (as defined in applicable legislation) .

(e) "Condominium Corporation” means (as defined in  applicable
leglislation) .

(f) "Date of Completion"” means the date set forth as the Date of
Completion in the Certificate of Completion as confirmed to the Consumer by
the Program.

(g) "Limited Warranty Certificate” means the certificate to be issued by
the Program to a Consumer immediately following the Date of Completion
setting forth the warranty obligations of the Program and the Renovator in
respect of the Renovated Residential Unit described in such certificate,
which certificate shall be in a form hereto annexed as Schedule "A" or as
may be determined by the Program from time to time.

(h) "Deposit Receipt” means the receipt of the Program to be issued by
the Renovator to a Consumer upon receipt of earnest money paid to bind a
contract at the time of signing in a sum not exceeding Program limits and in
a form hereto annexed as Schedule "B" or as may be determined by the Program
from time to time.
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(i) "Renewal Date" means a date established by the Program not later than
five months from the end of the fiscal period of the builder.

(k) '"Major Structural Defect” means those Major Structural Defects as
defined in Schedule "A" annexed hereto. ‘

2. RENOVATOR COVENANTS

(a) The Renovator covenants that he has read and understands the Letters
Patent and By-Laws of the Program and he agrees that he shall be bound by
such Letters Patent and By-Laws and he further agrees that if in the opinion
of the Board of Directors of the Program he, in any way, contravenes the
said Letters Patent and By-Laws his membership in the program shall cease
and he shall no longer be deemed a member in good standing of the Program.

(b) The Renovator covenants that all information supplied by him is complete
and accurate in respect to any applications, renewals or any other material
provided to the Program.

(¢c) The Renovator shall complete each Renovation in accordance with the
(name applicable legislation or code), and in accordance with the building
standards prescribed by the local authority having jurisdiction in the
municipal district in which the Renovated Residential Unit is located or as
prescribed in the plans and specifications where the standards included in
the plans and specifications exceed the above requirements. In the event
that the (name legislation or code) has not been adopted and/or enforced and
there are no municipal building standards then the Renovation. shall be
completed in accordance with the building practise prevailing from time to
time in the applicable municipal district or in accordance with the plans
and specifications where they exceed the prevailing practise.

(d) The Renovator agrees that he will enter into written contracts with
Consumers for all Renovationms.

(e) The Renovator agrees that the warranties set forth in the Limited
Warranty Certificate shall be fully binding.and of full force and effect
upon the Renovator, notwithstanding title may not have passed to the
Consumer.

(f) The Renovator agrees that the warranty obligations arising against him
shall survive any termination of this Agreement.

(g) The Renovator agrees that all material provided to the Program shall
remain the property of the Program.

(h) The Renovator shall not make representations to the public requiring the
Program to do anything beyond the coverage and limits of the Program.

(i) The Renovator agrees he will request permission to conduct soil tests if
the Renovation will result in changes or additions to the load bearing
portion of the structure and if permission is refused will advise the
Consumer of the limitation contained in Paragraph 5(b) of Schedule "A".
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(k) The Renovator undertakes and agrees that he carries on the Renovation of
residential units only under the name of the Registered Renovator named in
this Agreement, and the Renovator covenants and agrees that he will not in
any capacity carry on Renovation of residential units in any other company,
partnership, joint venture, Ffirm or any other name unless he Tfirst makes
full disclosure forthwith of such residential Renovation enterprise to the
Program and undertakes to make application to the Program for a separate
membership for such other outside residential Renovation entrprise.

3. INSPECTIONS

(3) If requested to do so the Renovator shall advise the Program upon the
completion of such stages of construction as may be specified by the
Program.

(b) The Renovator shall grant to the Program™s inspectors full access to
each Renovation at all reasonable times prior to the Date of Completion.

(c) If the Renovation is not carried out in a municipality in which the
Program maintains an office, the Renovator may be required to pay an
inspection fee for each inspection which the Program conducts.

4. ENROLLMENT

(a) The Renovator shall enroll with the Program each Renovation which it
commences after the date of this Agreement.

(b) The Program may require the Renovator to enroll with the Program all
incomplete Renovations which it commenced prior to the date of this
Agreement.

(c) All Renovations shall be enrolled with the Program upon the signing of
a contract with a Consumer for a Renovation which is elgible for enrollment
under Program Regulations by submitting to the Program:

(i) A completed enrollment form as may be prescribed by the Program from
time to time;

(ii) An enrollment fee as established from time to time by the Program.

(d) Where a Deposit Receipt is issued by the Renovator prior to signing a
contract the Renovator shall submit forthwith to the Program the designated
copies of the Deposit Receipt with the appropriate enrollment form and fee.
(e) In the event the Renovator fails to enroll a Renovation within the time

prescribed by the Program, the Program upon written notice may assess, an
administration fee against the Renovator, the amount of which the Program

may determine from time to time.

5. ISSUE OF DEPOSIT RECEIPTS

(a) The Program may furnish the Renovator with a supply of Deposit
Receipts.
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(b) Upon the receipt if any deposit with respect to any Renovation, the
Renovator shall complete and execute a Deposit Receipt not exceeding Program
limits and shall have the Consumer execute the same and shall countersign on
behalf of the Program.

(c) The Renovator shall deliver two copies of such Deposit Receipt to the
Consumer who shall submit the designated copy to the Program.

(d) The Renovator shall not, under any circumstances, issue a Deposit
Receipt in respect of a Renovation which is not enrolled in the Program
except as provided under 4(d) above.

6. COMMENCEMENT OF PROGRAM WARRANTY
(a)

(i) Upon completing a Renovation ,the Renovator shall, duly complete and
execute a Certificate of Completion in such form as may be prescribed by the
Program from time to time. The Renovator shall furnish the Consumer with a
copy of such Certificate of Completion and shall immediately forward the
designated copy of the Certificate to the Program.

(ii) Upon receipt of the foregoing documents, the Program undertakes to
honor the terms of its Warranty if the Renovator fails to do so, and to
evidence such undertaking the Program shall issue to the Consumer a Limited
Warranty Certificate in the same form as Schedule "A™ or as may be
prescribed by the Program from time to time;

(b) The Renovator hereby authorizes the Program to execute the Limited
Warranty Certificate on its behalf.

7. RENOVATOR INDEMNIFICATION

(a) The Renovator shall indemnify and save harmless the Program from any
loss which the Program incurs:

(i) As a result of any liability of the Program to a Consumer under a
Deposit Receipt:

(ii) As a result of default by the Renovator in the performance of its
obligations arising under the Limited Warranty Certificate during the first
(1) year period commencing on the Date of Completion;

(iii) By warranting the Renovated Residential Unit against Major Structural
Defects as set forth in the Limited Warranty Certificate arising during the
second year inclusive after the Date of Completion, PROVIDED ALWAYS that
this indemnification shall apply only in cases where Major Structural
Defects result from a provable act of negligence on the part of the
Renovator.

(iv) Any loss which the Program incurs as a result of administrative costs

and legal costs to the Program arising from litigation against the Renovator
including solcitor and client costs.
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(b) Notwithstanding any termination of this Agreement, the foregoing
indemnities by the Renovator shall nevertheless remain in full force and
effect.

(¢) Should any 1loss occur to the Program arising out of a default or
negligent act of a third party, the Renovator hereby agrees that it shall
subrogate its right of action, if any, against any third party to and in
favour of the Program.

8. CONCILIATION

(a) The Renovator agrees to postpone its right of recourse to the Courts on
any Warranty dispute between the Renovator and the Consumer until completion
of the conciliation' procedure set forth in the Limited Warranty
Certificate.

(b) The Program shall appoint a conciliator to act in any dispute arising
between the renovator and the Consumer in any matter relating to the
warranty of the Renovator as contained in the Limited Warranty Certificate.

(e) If conciliation procedures are instituted by the Consumer and the
decision of the conciliator is in favour of the Consumer, the Renovator may
be required to pay the Program a conciliation fee as established from time
to time by the Program which shall be refunded to the Renovator if the
decision of the conciliator is subsequently reversed by a court of competent
jurisdiction.

(d) If conciliation procedures result in a decision of the conciliator in
favour of the Renovator, the Program may at its option, in cases of special
precedent or importance defend the Renovator and conduct an action at law or
in equity at its sole expense brought against the Renovator to recover under
the terms of the Renovator's warranty.

9. TERM

(a) This Agreement shall be in force for a period ending on its Renewal
Date.

(b) This Agreement may be renewed from year to year for up to additional one
(1) year periods commencing on the Renewal Date of this Agreement subject to
the terms and conditions specified by the Program.

10. DEFAULT BY THE RENOVATOR

The Renovator shall be in default under this Agreement upon any of the
following events:

(a) If the Renovator shall default in the payment of any monies owing to the
Program;
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(b) If the Renovator shall neglect to carry out or observe any agreement,
covenant or condition herein contained on the part of the Renovator to be
observed or performed or should the Renovator fail to comply with any rules
or regulations made by the Program under the terms of this Agreement or
should the Renovator fail to comply with any other requirements set forth in
the Letters Patent and By-Laws of the Program;

(c) If an order shall be made or an effective resolution shall be passed for
the winding up or liquidation of the Renovator;

(d) If the Renovator shall make a general assignment for the benefit of its
creditors or shall commit an act of bankruptey or if a custodian or a
receiver/manager or any other officer with similar powers shall be appointed
of the Renovator or of the property of the Renovator or of any part
thereof;

(e) If an encumbrancer shall take possession of any property of the
Renovator which is, in the opinion of the Program, a substantial part of the
Renovator's property or if a distress or execution or a similar process
shall be levied or enforced against such property.

11. TERMINATION

(a) The parties hereto mutually agree that this Agreement shall terminate at
the option of the Program upon the happening of any of the following
events:

(i) If the Renovator ceases for any reason: to remain a member in good
standing of the Program;

(ii) If the Renovator shall default in any of the covenants, terms or
conditions set forth in this Agreement.

(b) In the event of termination under l1l(a), the Program may also at its
option terminate the membership of:

(i) any Affiliate;

(ii) any firm in which the terminated Renovator holds a 10Z or more
ownership interest;

(iii) any officer of the terminated Renovator or any principal having 10Z% or
more ownership interest in the terminated Renovator where such officer or
principal is also registered with the Program in his own name;

(iv) any firm in which an officer of the terminated Renovator is also an
officer or holds 10% or more ownership interest; and

(v) any firm in which an owner of 10% or more interest in the terminated
Renovator is an officer, holds 10% or more ownership interest, or controls
the day-to—-day business operations.

(c) Should the Program not, in its discretion, exercise its option to
terminate this Agreement such action shall not operate as a waiver of the
right of the Program to exercise its said option at any time thereafter for
the first or any subsequent defaults of the Renovator under this Agreement.



(d) In the event of termination of this Agreement, the Renovator
acknowledges, undertakes and agress to cease the use or public display of
any material Dbearing the Program's Registered Trade Mark or other
indentification and that all documentation, paper writings, receipts or
other materials furnished to the Renovator by the Program remain the
property of the Program and shall forthwith be returned by the Renovator to
the Program on demand of the Program.

(e) In the event of termination of this Agreement any Renovation enrolled
but not commenced on the date of termination of this Agreement, may be
removed from enrollment and such enrollment fees may be deemed to be earned
in full by the Program. Further, the Renovator shall not hold out such
Renovations as eligible for Limited Warranty by the Program.

12. RULES AND REGULATIONS

The Renovator -covenants that the Program may, from time to time during the
currency of this Agreement, make reasonable rules and regulations to better
define or carry out the intent of this Agreement and in all such cases, the
Renovator agrees that such rules and regulations together with all of the
relevant provisions contained in the Letters Patent and By-Laws of the
Program shall be binding upon the Renovator as if the same formed part of
this Agreement. Without limiting the generality of the foregoing, the
Renovator undertakes and agrees to comply with all rules and regulations of
the Program pertaining to full disclosure and all other matters, things or
information as might be required by the Program during the currency of the
Agreement.

13. REGISTERED RENOVATOR

During the currency of this Agreement, the Renovator shall be entitled to
use or display the term "Registered Renovator"”, and use or display any of
the materials bearing the Program's Registered Trade Mark or other
identification and to use all documentation, paper writings, receipts or
other material furnished by the Program.

14, NOTICES

Any notice or communication may be served upon a party to this Agreement by
either delivering it or forwarding it by mail to the address of the other
party. Any notices sent by mail shall be deemed to be received by the other
party seven (7) days next following the date of mailing. The addresses of
the parties are as shown in the face hereof.

Either party may change dits address to another address within the
of by giving fourteen (14) days notice of the change to the
other party. All notices and communications between the parties shall be in
writing.

15. ASSIGNMENT
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() The Renovator shall not assign this Agreement or any of its rights
hereunder.

16. SAVING CLAUSE

In the event any of the covenants, clauses or provisions of this Agreement
are held by any competent authority to be individually void or unenforcable,
the parties hereto agree that the remaining covenants, clauses or provisions
of the Agreement remain in full force and effect.

DATED tThis day oOTF A.D. 19

Registered Renovator Number

The Renovator

Per:

Per:
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9.2.4 RENOVATION ENROLLMENT AND CONTRACT REQUIREMENTS

This section includes a sample renovation enrollment form and a contract
form that is distributed by the New Home Warranty Program of Alberta to its
members.

A contract specific to renovation has not been included or drafted because
the committee felt that there are numerous forms available throught the
country which could be adapted.

The following items should be addressed in either a contract form or the
accompanying instructions:

The amount paid upon signing the contract should be limited. A more
appropriate time for a significant payment is wupon delivery of
materials to the site.

There should be appropriate spaces in the contract for the renovator
to acknowledge acceptance of materials supplied by the owner or for
the use of used material.

The payment schedule should be designed to reflect the value of work
in place. It should also permit the homeowner to make payments
directly to suppliers for materials. It should also comply with
applicable lien laws.

The contract should indicate that the homeowner is to approve work at
specific stages prior to it being closed in by other work.
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9.2.4 RENOVATION ENROLLMENT

registered

renovator's

job number
(insert program address)

registered renovator's R H
name and address (program to complete)

requests the enrollment of the following renovation (as defined in the
Agreement with Renovator) with the Renovation Warranty Program of

DETAILS OF RENOVATION

street address area

city, town, village postal code

legal: lot block plan

building permit no. issued by on 19
soil test required yes _ mo accepted by Consumer(initial)

Renovator using Consumer supplied materials yes no accepted by

Renovator(initial)

CONTRACT PRICE $ . DATE 19 /  contract, spec
ENROLLMENT FEE $ . (refer to fee schedule)
TYPE OF RENOVATION
__single detached/ _ condominium — number of units / low or highrise
__semi-detached / __ apartment — number of units / low or highrise
__row/townhouse / _ manufacturered home
___duplex / rehabilitation addition » __ foundation extended
__height increased
estimated construction date ~ . previous renovations in 19 _, 19 , 19
size of unit, before renovation , after o (in sq.m.).
FINANCING
__chartered bank __credit union __life insurance co.
__trust co. __cash __provincial government
__mortgage loan co. __federal government

__other (specify)

assistance, if any (name program) federal provincial
mortgage insurance cmhc _ provincial _ private insurer
SIGNATURES
19
renovator consumer date

NOTE: the contract including signed plans and specifications between the
Renovator and the Consumer forms part of this Renovation Enrollment and
must be retained by the Consumer for his protection.
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ENROLLMENT FEE CALCULATION:

SINGLE UNIT FEE
base fee $ 50
balance subject to enrollment fee:
total contract price(not to exceed $20,000) $ Xx$5/1000

TOTAL FEE $

MULTI UNIT BUILDINGS

total contract price $ (A)
$ 20,000 x units = (B)
base amount $ 50.00 x units $

balance subject to enrollment fee
lesser of (A) or (B)
X $5/1,000

total fee
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Sample of an agreement used in new home construction.

Requires revision for use in renovation

INSTRUCTION SHEET FOR CONSTRUCTION AGREEMENT

For use on completion of Construction Agreement where a new home is being constructed by the Builder on lands of the pur-

chasers - please follow letters appearing in margin of attached agreement.

NOTE: As remedies at law differ when land is or is not included in the sale, be sure to use the correct Aareement. namelv
yellow where builder is selling house and providing land and green where builder is constructing dwelling on lot of another.

Fill in date of signing on all coples {(4). Do not complete on a Sunday.
Fill in name of Builder in same form as corporate registry or as Builder carries on business. Plus address.

Fill in names of Purchasers exactly as they appear on title and Purchaser’s current address — not house under construc-
tion.

Fill in legal description of land owned by the Purchasers as completely as possible.
Fill in appropriate building standards (i.e. AUBS.)

Fill in name or location of model house or comparative house or complete blank description. Strike out other paragraphs.
Both parties initial all changes.

Fill in full price of new house including all deposits and subsequent payments.

interest rate due Builder on overdue payments to be inserted. NOTE - Monthly interest intended (for example, 2% per
month.) ,

The amount of deposit should be stated exactly.

Fill in dollar value and exact description of property to be applied on price of house (i.e. description of trade-in house,
etc.)

Insert progress payments and construction stage for each payment,

Insert final payment on possession. {(Note - all payments set out in 4(a), (b), (c), (d), (e) and (f) should be equal to the price of
house in 4.)

Fill in items to be paid by builder, i.e. public liability insurance premium.
Fill in tatest completion date - Builder’s estimate.
Attach a separate list of extras or deletions at back of agreement and both parties initial.

Soil Tests - If purchasers reject this requirement, builder should obtain written waiver and strike out and initial ap-
propriate words for this clause, “including right to conduct soil tests.” :

Fill in same interest rate as in “H.”
Fill In any special or unusual clauses you wish here and specify applicable warranty coverage {i.e. NHCPA).
Have a witness sign who sees Purchasers sign and also have a witness sign if the Builder is not an incorporated body.
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Fill In required
atandards.

"
Strike out and
Initia)
appropriate
paragraph.

Fill in gitferent
description if a)
and b) do not
apply.

(e}

)

on any part of the price which is not paid when due as foliows:

(Page 10f 3)

CONSTRUCTION AGREEMENT

FOR CONSTRUCTION OF A NEW HOME ON LAND OF ANOTHER

THIS AGREEMENT made this day of AD. 19
BETWEEN:
of the of in the Province of Alberta (in this agreement called the “builder”)

— and —

of the of

in the Province of Alberta (in this Agreement called the “purchasers”)
The purchasers are the owners or are entitled to become the owners of the fotlowing lands:

in the Province of Alberta (in this agreement called the “lands"):

AND the builder has agreed with the purchasers to construct a dwelllng house on the lands inaccordance with this
Agreement,;

NOW in consideration of the payments to be made by the purchasers as specmed in this Agreement , the builder and the
purchasers agree as follows:

~

1. SALE PURCHASE

The builder agrees to construct a new home on the lands of the purchasers, on the terms and conditions set forth in this
Agreement.

2. CANCELLATION -—

The builder and purchasers agree that should the builder not be able to commence construction within a period of sixty (60)
‘'days from the date of this Agreement due to causes beyond his control such as inability to obtain a building permit, failure of
purchasers to qualify for a mortgage or failure to comply with provincial or municipal statutes, then the builder may cancel this
Agreement on written notice to the purchasers mailed to or delivered to the address shown in this Agreement. The builder's liability
to the purchasers shall be limited to the refund of any monies paid by the purchasers to the builder.

3. CONSTRUCTION

The builder agrees to provide a dwelling house buiit to standards in effect at the date ot this Agreement
on the lands by supplying all of the materials and performing all of the work for the construction in accordance with:

(a) A floor plan and general specifications similar to Model No. previously constructed by the builder at

, excluding landscaping, topsoil and retaining walls.
or

(b) A floor pian and general specifications which the builder has in its possession s_iniilar to its Model entitied

excluding landscaping, topsoil and retaining walls.

or

(c)

4. PRICE
The price to be paid by the purchasers to the builder, for the dwelling house to be provided on the lands,

shall be the sumof § DOLLARS which sum shall include only extras as written on Schedule “A™ attached to
this agreement or by amending Schedule “A” and initialing.

5. TERMS OF PAYMENT :
The purchasers agree to pay to the builder the above price with interest at the rale of per cent per month

BUILDER COPY
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(a) ‘ DOLLARS deposit upon the signing of this agreement;

(b) ‘ DOLLARS for

(c) DOLLARS on completion of

(d) DOLLARS on completion of

(e) DOLLARS being the balance vof the price if any, on the completion of tha dwelling house Is to be pro-
vided by this agreement or the date of posaession and/or occupancy of the dwelling houss, whichever
occurs first. ) :
TOTAL

6. PRE-POSSESSION OR OCCUPANCY INSPECTION

When the dwelling house is ready for possession and/or occupancy, the builder shall provide a notice in writing to the purchasers advis-
ing that on a date to be specified in the notice the dwelling house Is ready for possession and/or occupancy and further advising the pur-
chasers that an inspection shall take place on the date specitied. The purchasers shall make an inspection of the dwelling house on the date
specified in the notice together with a representative of the builder at which time any omissions or defects will be noted in writing. Taking

possession and/or occupancy will be deemed to conclusively prove the dwelling house is then complete and in full compliance with this
Agreement except as to matters noted at the time of ln?pectlon.

7. ADJUSTMENTS

1t is agreed that all payables including utility connections, liability insurance, building permits, surveys, taxes, rates, levies,
charges, assessments, interest, fire insurance premiums, solicitor’s fees, disbursements and mortgage insurance premiums or any
other payables requiring adjustment affecting the lands or the provision of the dwelling house shall be adjusted and calculated

as of the date of possession and/or occupancy. Itis agreed that up to the date of possession and/or occupancy, the builder shall be
responsible for the payment of the following items:

and all other payables shall be paid by the purchasers.

8. COMPLETION DATE

The builder agrees to provide the dwelling house in accordance with Paragraph 2. of this agreement in a proper and work-
maniike manner and with all due diligence and dispatch and to have the said dwelling house completed on or about the day of
i AD.19_____ provided that the builder does not guarantee the completion or possession of the dwelling
house to the purchasers on this date in the event delays occur for which the builder may not be responsible or caused by unfavorable
weather, strikes, fires, shortages of material, acts of God or any other causes beyond the controt of the builder. The Purchasers
agree that if items chosen by them such as floor coverings, tile, plumbing fixtures, bricks or countertops, are not available for
installation in time for the builder's scheduled installation date, they shall choose alternate items that are available to be installed

in time, otherwise the builder reserves the right to make such alternate selections, which selections shall be final and binding on the
purchasers. . ‘ , -

9.  EXTRAS OR DELETIONS

Any additions, removals, corrections, variations or price changes 1o the dwelling house referred to in Paragraph 2, shall be effected only by
a further agreement in writing signed by the bullder and purchasers and attached to this agreement or an initialed amendment in writing to
Schedule “A" by the builder and the purchasers and both shall be subject to acceptance by any mortgages.

10.  ACCESS TO LANDS

The purchasers covenant and agree to give free uninterrupted and exclusive possession of the lands to the builder including the right to
conduct soil tests from the date of this Agreement until the builder has completed construction of the dwelling house, provided, however, the

purchasers shall have the right of inspection at all reasonable times so long as they do not Interrupt or interfere with the work of the builder or
anyone gaining access under such builder. i

1. DEFAULY BY PURCHASERS

In the event that payment of any of the amounts herein agreed In to be pald to the bullder at the times and in the manner provided are not so
made, or in the event the purchasers should default in any of the other covenants or agreements herein, the builder may at its option ceass work
and treat the contract as repudiated forthwith on the occummence of such delfault, and the bulider may recover psyment for the work already
completed proportionately to the total contract price plus damages, Including loss of protit together with interast thereon that may be due and

payable under the provisions of this Agreement or as is reasonable for delay in payment, such interest to be at the rate of %
per annum . .

‘

BUILDER COPY
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If the builder should neglect to prosecute the work In accordance with the terms ol this Agreement, or fall to make prompt payment to
sub-contractors, material men or labourers, or if the builder should become bankrupt or make a general assignment for the benefit of Its
creditors, or If a receiver of the builder should be appointed, the purchasers may provide a written notice to the builder requiring It to cure the
default, neglect or event specified In such notice within fifteen (15) days of the delivery of such notice. Should the builder fall to comply with
the said notice In the time so limited, the builder's employment shall forthwith terminate and the purchasers may take possession of the
lands and of all materials and appliances thereon and finish the work in accordance with the plans and specifications as they may deem expe-
dient but without undue delay or expense. In such event, the builder shall not be entitled to any further payment under this Agreement, but
upon completion of the work an accounting shall be had between the purchasers and the builder in which the costs of completion necessarily
Incurred by the purchasers shall be set oft against the balance due to the builder at the time the purchasers took possession of the lands. Il
the upaid balance shall exceed the expense of finishing the work, such excess shall be paid to the builder, however If such expense shall ex-
ceed such unpaid balance, the builder shall pay the difference to the purchasers.

13 NO ASSIGNMENTS
No assignment of this agreement shall be valid by either the builder or purchasers without the written consent of the other.

14. TIME ESSENCE
It Is agreed that time Is to be considered of the essence of this agreement
15. INTERPRETATION

All words in this agreement may be read and construed In singular number Instead of the plural If there be less than two purchasers named
and in such case, this agreement shall be deemed to bind the purchasers individually as well as severally and jointly and also the masculine
gender shall be construed to Include the feminine or a body corporate where the context of this agreement so requires.

16 POSSESSION OF PREMISES

It is strictly agreed between builder and purchasers that the dwelling house provided by the builder may not be possessed and/or o<
cupied by the purchasers until all monies payable to the builder have been received by the builder.

(R) 17. SPECIAL CONDITIONS A WARRANTY

18. EARLY OR WRONGFUL POSSESSION BY PURCHASERS
In the event the purchasers shall occupy the said dwelling house prior to completion thereof, or after completion without having co
pleted the inspection referred to herein, or without full payment of all monies due the builder, the purchasers shall be deemed to have <
cepted the said dwelling in the state in which they find it and shall be deemed to have waived all rights to object to or complain about a
defect in workmanship, materials or conshuction of any kind and all warranties of any kind given by the builder or through the builder.
19 NOTICES
Any notices required to be given under this agreement shall be given to either the builder or the purchasers in writing and
mailed to or delivered to the other at the address shown in this agreement.
Any notice delivered by mail shall be deemed to have been received Seventy Two (72) hours after it has been posted in a
prepaid addressed envelope
20 ENTIRE AGREEMENT

This agreement shall constitute the entire agreement between the builder and the purchasers and no representations, warranties and
previous statements made by any person or agent other than those In writing in this agreement signed by the builder shall be binding on him so
as to vary the terms of this agreement. The purchasers agree that all actions, causes of action, claims or demands against the builder arising
out of the purchase of the dwelling house shall be limited and restricted to the remedies provided In this agreement and any award for damages

for negligence against the builder arising out of he relationship created by this agreement shall be limited to the sum of FIVE HUNDRED
($500.00) DOLLARS.

21. BINDING EFFECT

This clause shall enure to the benefit of and be binding upon the builder and the purchasers, their respective heirs, admini-
strators, executors, successors and assigns.

IN WITNESS WHEREOF the builder and the purchasers have signed this agreement on the date on page one of this agreement.

(name of builder)
PER:

PER:
SIGNED, in the presence of.

©)

Witnau to ugn urchaser
It thw buiklw it p

not a corporation. X
Witness

purchaser

BUILDER COPY
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9.2.5 CERTIFICATE OF COMPLETION registered
renovator”’s
job number

(insert program address) R H

renovator

renovation address city

building permit no. issued by

legal description: Ilot block plan

FINAL CONTRACT PRICE $ ORIGINAL PRICE$
(if final price exceeds original price by more than 20% renovator must
pay additional fee to program.)

DATE OF COMPLETION / /
day month year

PLANS AND SPECIFICATIONS RECEIVED BY CONSUMER (initial)

CONSUMER(S) NAME

1. The following items are to be corrected by the Renovator.*
A. Warranty items: (attach list if necessary)

B. Contractual items; (attach list if necessary)
Contractual items are not covered by the Warranty Program.

2. The following work and materials are not warranted by the Renovator.*

For service contact at -

The following trades were involved in your renovation:

plumber electrician roofer
drywall painter siding
carpets
other

SIGNATURES:

The Consumers accept the renovation (subject to conditions on reverse).

19

renovator consumer date

* IMPORTANT: read conditions on reverse
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The Renovator hereby certifies to the Renovation Warranty Program of
that

1. The renovation was substantially completed and was turned over to
the Consumer(s) on the Completion date shown, subject only to the
completion of seasonal work and items of a minor nature, more
particularly set forth on the reverse side, under the warranty
and/or contractual items.

2. The Renovator completed the renovation (or granted possession) of
the residential unit (building) to the named consumer(s) on the
date specified on the reverse side and the Limited Renovation
Warranty granted by the Renovator and by the Renovation Warranty
Program of is effective from that date.

3. The Program Limited Warranty does not cover defects in materials,
appliances, design, and workmanship supplied by the Consumer(s)
and, to the extent that such defects cause defects to the
materials, appliances, design, and workmanship supplied by the
Renovator, the liability of the Program, if any, will be adjusted.

4. Contractual items cover those items listed in the specifications or
in the contract to be furnished, but which were not complete on the
date of completion of the unit (building). Seasonal items are also
included in this category.

5. Warranty items include the repairing of defects in the workmanship
in the vrenovation and the vrepair or replacement of defective
materials supplied by the Renovator to the date of completion of
the unit (building).

6. Work and materials not warranted by the Renovator covers all labour
and materials performed and/or supplied by the Consumer except
those which the Renovator accepted in writing as part of the
Contract as evidenced by the Renovator®s initials on the Program
Renovation Enrollment

7. Items completed after the date of completion of the unit (building)
receive the same warranty period as if they were completed at the
date of completion of the renovation.

8. The renovator is to deliver a copy of the plans and specifications
to the consumer who should retain them for future reference.

9. The Date of Completion should be the date at which the renovation
is completed to the extent that the portion of the home that was
the subject of the renovation is capable of being used for the
purpose intended. Should there be a disagreement between the
Consumer and the Renovator the date may be fixed by conciliation by
the Program.
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9.2.6 MANAGEMENT CONTRACT REQUIREMENTS

The committee felt that any contract between any New Home Warranty Program
or any other agency which contracts to operate a renovation warranty program
would, necessarily, be specific to the two parties involved. The points
listed below are simply suggestions that may provide some guidance:

1.

Fees

The manager should contract on the basis that they should be
reimbursed for all out of pocket costs and should not be required to
increase overhead to the benefit of the renovation warranty program.

The fees should be paid proportionately out of each application,
renewal, or enrollment fee collected with a provision to adjust to
actual cost annually.

There should be an agreement to share savings on a 50-50 basis.

The renovation warranty program should have the right to establish
levels of service and response times so that they have some control
over costs.

The renovation warranty program should negotiate their own insuring
agreement and accept any costs or risks which result. ’

Each party will have to assure the other that it has made adequate
provision to fund its administrative costs so that it can meet its
obligations under the management contract.

The renovation warranty program should consider hiring its own chief
executive officer so that it can ensure fair treatment under the
contract and have one person totally involved with the operation of
the renovation warranty.

The manager should not be able to commit the renovation warranty

program beyond its budget unless specific approval is granted by the
Board of Directors of the renovation warranty program.

9-29



9.2.7 SAMPLE INCORPORATION DOCUMENTS

Now being issued by:
Consommation Consumer and
et Corporations Canada Corporate Affairs Canada

Votre rtttrence Your he

Notre reference Our he

INCORPORATION OF A CORPORATION WITHOUT SHARE CAPITAL
UNDER PART 11 OF THE CANADA CORPORATIONS ACT

JUNE 7TH, 1979

Canada
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INCORPORATION OF A CORPORATION WITHOUT SHARE CAPITAL UNDER PART 11
OF THE CANADA CORPORATIONS ACT

1.0 INTRODUCTION

This kit 4s 4intended o provide clients with the basic
instrhuctions fon fulgilling the §iling requirements in nespect of
an incorporation unden PART 11 of the Canada Corporations Act; it
does not contain a comprehensive List of provisions which may be
Ancluded in the application on by-Laws 4if desinred.

2.0 REQUIRED DOCUMENTS

In onder 2o obtain Lettens patent, you must §ile certain
documents with the Corporations Branch of Consumer and Conponate
Afgains. These anre:

2.1  An application in complete and proper fonm:

Enclosed is a model of a completed application which
complies with atl the nequinements set out in Section
155(1) o4 the Act. Adherence to the form and content
0§ the model (with substitution of cerntain information)
should prevent substantial errons in the application.

2.2 A statutory declaration:

This musl be made out by one of the applicants and
attest to the twth of the facts set out in the appli-
cation. A sample is enclosed.

2.3 By-faws of the proposed corporation:

The sample by-Laws which are attached hereto contain
allf the provisions nequired to be included therein
under Section 155(2) of C.C.A. and many extra clauses
which arne optional. As Long as you cover the points
set out in items (a) through (g) of S. 155(2) of zhe
Act, you may add any othen clause you wish as Long

as it does not conflict with any provision of the Law,

3.0 CORPORATE NAME

The proposed name of the corponation must be searched
and approved beforne Letterns patent may be issued. 1£ 4is
necommended that you have a name approved before you
file the application if at all possible and Zo do this
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you may

a) fowand requests for neserving a proposed corporate
name to the private §inms noted on the enclosed List,
who dinectly access the database and automated seanch
system administerned by the Ministenr.

b)  4if you are unable to clear the proposed name in
advance, it will be searched when the application is
necedved in the Conpornations Branch. However, 4if
the proposed name is not available and you have not
previously indicated your willingness in this event
1o accept a numeric name, then the application will
be nejected and the oniginal enghossing date will be
Lost.

1§ approved, the name wilf be reserved for a perniod
of 90 days. :

FEES

A complete schedule of fees is fo be found on page 3.

4.1  Name Fee

The fee for searching by the Corporations Branch 4s
$15.00 §on each proposed name nequested.

4.7 Fiking Fee

The chanrge for processing an application forn Letterns -
patent under C.C.A. Pant 11 48 $200.00. As no service -
may be nendened in advance of paymenz the fee shoutd
accompany the application.

1§ the application must be neturned o you for additions
orn corrections, the fee will be netained pending nreturn
0of the documents. Showld you wish to withdraw yourn
application, you will be granted a {ull refund upon
necedipl of a wuitten notice from you to the effect that
you are abandoning the appfication.



10.

CANADA CORPORATIONS ACT FEES

. Item 1 of Schedufe ? o the Canada

Corporations Requfationt 48 nevoked
and Lh¢ following substituted
thenefor:

a) tach dirnect nequest to the Minis-
ten tu searcl one proposed
conporate name, including the

Rreservation 9§ the mamz........... $ 15.00

b) Fach request fon access o the
database ard autemated name seakch
system adriristered by the Minis-
Zen for the punpose of making a
seanch of one proposed corporate
name, made by a government
agency or a puiivate secton finm
that offers name search
BOAVACRA . e e venrnraeneesaanrannsens $ 2,00

¢) Each requesi {for a name search on
an analysis cf the trade namc
database that cannot be effected
by a standard computen search.....

An application to the Minister fon:

a) fettens patent issued unden

sections 137, 154 and 159 $200.00

b) supplementary Letiens patent
4issued under sections 13, 20, 29,
60 and 135. ..o vienennninnn.. ... $50.00

¢) a certificate of increase in con-
sideration fon shares without pan
VAU . oot eeeieiitinaresannnanens

. On the issuance by the Minister o4

Ay COALAGACALee e e areennncnnnnncann $10.00

On §iLing a summary undern section

L & 2N $ 30.00
For uncentified copiesr of on extrnact
fnom decuments supplied by the
Ministen undex subseciion 129(2},

pen document 44 in excess of nine

{9) doctments. .o e ireriineenenannnn $

Centified copiesr vf on extrnact grom
documenits supplecd by the Ministen
unden subsectior 129(2j...cciiiinenn.

On negistering particulars of moat-
gages on charges under subsection
L3 $10.00

On ary seanch of the negistern unden
section 58..ccieiiiann., ceteeenosans

On negisterning an onden fon the
appointment of a nreceiver or necedven
and manager undexr section 69......... $ 10.00

On the inspectior. of documents
unden sections 100.1 and 108.4...... . $10.00

10.

. L'alinéa 1 de £'annexc 7 du Régle-

mend sux Les coaporaticns canadeon-
nes esl abrogl el remplacd pat ce
— o

que sudt:

a) Chague demande, adreasée dinec-
tement au Ministre, cornceanant
£a nechenche d'une déromination
sociale projetée, y cempals fa
nésenvation de cette dénomina-

i $ 15.00

b) Chaque demande d'accés au fichien
el au systémc de nechexche
automatisle de dénominations,
concernant La nechesche d'une
dénomination sociale ¢t scumise
par une agence gouvernementale
ou parn une entreprise muiivée
offrant des services de nechen-
che de dénominations............. $ 2,00

¢} Chaque demande pour une necherche
de nom ou d'analyse du fichiex
des noms commenciaus ne pouvant
Ztre satisfaite pan une nechen-

che nonmale par ondinateun....... Cotit
Plus 20%
. Demande au Ministre pour:
a} une &mirsicn de Lettnes patentes
en vertu des anticles 137, 154
3 2 1 $200.00

b) une &mission de Lettres patentes
supplémentaines en vertu des
anticfes 13, 20, 29, 60 et 135... $§ 50.00

¢)] une &mission d'un centificat
confinmant une augmentation du
montant auquel peuvent &tue
dmises des actions sars valeur
{ 50.00

Délivrance d'un certificat pan Le

MinisAe. e e e iieeeenretnnenannnns $10.00

DépSt d'un sommaine en vertu de
Llanticle 133.. . ciievnencrnianennnn. $ 30.00
Fournitune pan Le Ministre de

copies nen cerntifiées de decumenis,

en vertu du paragraphe 129(2), pax

document, 8'il y en a pfus de 9 .... $ 1.00

Fowmnitune par Le Ministre de copies
centifi€es de decuments, en vetitu

du panagnaphe 129(2)...ccvvinnnn.. $10.00
Enregisthement des détadils d'hypo-

théques ou de changes en vertu du

paragraphe 6816)....coueieniaiia... $.0.00

. Rechenche dans Le registre en veitu

de £'anticle 68.cuiieinireennnnnnann $10.00
Enregistrement d'une ordonnance peut
La nemination d'un séguestre ou d'un
s8questne-et-génant en vertu de
L'article 6Fcecrieiniiisianinnnains $10.00
Consultation de documents en vertu

des anticles 100.1 et 106.4......... $10.00



APPLICATION FOR INCORPORATION OF A CORPORATION WITHOUT SHARE
CAPITAL UNVER PART 11 OF THE CANAVA CORPORATIONS ACT

To the. HLntiteA. ofi CommeA and CoKpohate A~cuaa of Canada.

The undeAAtgned heAeby apply to the HuvuleA 0j$ Con&umeA and
CoApoAate A™olai foa the gAant of, a chaAteA by letteA6 patent undeA the
pAovlilonA of Pant Il of the Canada CoApoAattonA Act constituting the
undenstgned, and such otheAs as may become membens of the CoApoAation
theAeby cAcated, a body coApoAate and politic undeA the name of

XVI CORPORATION - LA CORPORATION XVI*

The undensigned have satisfied themselves and aAe assuAed that
the pAoposed name undeA which IncoAponatlon Is sought Is not the same oa
slrrulaA to the name undeA which any otheA company, society, association
oa flAm, In existence Is canAylng on business In Canada oa Is IncoApoAoted
undeA the lam of Canada oa any pAovince theAeof oa so neanly Aesembles
the same as to be calculated to deceive (** and, wheAe AequlAed by the
clAcumstances: except that of ..., which has signified
Its consent to the use of the sold name) and that It Is not a name which
Is otherwise on public gAounds objectionable.

The applicants oac Individuals of the full age of twenty-one yeans
with powen unden law to contnact. The name, the place of nesidence and
the calling of each of the applicants one as follows

JOHN DOE, 100 Vomlnlc Stneet, Bytown, Ontanlo
Bannlisten;

JAMES SMITH, 200 Vominlc Stneet, Bytown, Ontanlo
Office ManageA;

ANN JONES, 300 VonU-nlc Stneet, Bytown, Ontanlo
Secnetany.

The sold JOHN VOE, JAMES SMITH and ANN JONES wvill be the flnst
dineelons of the Conponatlon.

* IT the name has not been cleaned In advance, It Is suggested to leave
a blank space so that the name wllch Is finally found to be acceptable
may be Insented by the officials of the Vepantment.

**  When dnaftling please InseAt only applicable wending whene choices ane
pAovided fon In this fonm.
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11
The objecti of the Coiposuition oac:

[The objeeXi thouzd be tet fiofith tn the tnfitnttive ”~o™m, -in
genencU. teAms and be oa bsUefi a* poAAtble; they should oLao be compatible
uiith the type ojJJ biu-ine”A Implied by any descriptive coord which may {,orm
part Of the corporate name.)

11/

The operations 0Of the Corporation may be carried on throughout
Canada and elsewhere.

Y

The place within Canada where the head o”~tce of the Corporation
is to be situated is: *

VI

[The ~otlowing clause should be inserted i the Corporation is
to be registered as a Canadian charitable organization with the Department
0S National Revenue - Taxation.)

It is specially provided that in the event of, dissolution or
winding-up ofi the Corporation all its remaining assets afiter payment ofi
its liabilities shall be distributed to one or more recognized charitable
organizations in Canada.

(156 the Corporation is not intending to be registered as a
Canadian charitable organization the following wording is required:)

It is specially provided that in the event efi dissolution or
winding-up ofi the Corporation all its remaining assets a”ter payment of>
its liabilities shall be distributed to one or more organizations in
Canada having cognate or similar objects.

(See also subsections 16(3) and (4) and subsection 155(3) ot the
Canada Corporations Act.)

VU

[Optional)

In accordance with Section 65 ofi the Canada Corporations Act, it
is provided that, when authorized by by-law, duly passed by the directors

* Need only specify municipality and province here. Please advxse us

0j5 postal address by covering letter.
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and ioncXsionzd by at lzaAt tu)o-tluJdidt> tke. vote* catt at a Aptctal
geneAal mcettng ofi the. mmbeAA duty calLicd {"ofi con6td&Ung the by-law,
the. dtAe.ct.ofa> oh the CoApoAotton may hAom time to time

a) bonAow mony upon the cAedit oh the CoApoAation;
b) Limit oa IncAeate the amount to be boAAowed;
c) I6Aue debentuAea oa othcA hecuAltlea, oh the CoApoAation;

d) pledge oa tell tuch debentuAet oa otheA tejcuAltiet hofl tueh
tuim and at tuch pAicet at may be deemed expedient) and,

e) tecuAe any tuch debentuAet, oa otheA tecuAltlet, oa any
otheA pAetent oa hdtuAe boAAowilng oa Lcabtllty oh the CoApo-
Aation, by moAtgage, hypothec, chaAge oa pledge oh all oa
any cuAAently owned oa tubtequently acqulAed Aeal and
peAtonal, movable and timovable, pAopeAty oh the CoApoAation,
and the undeAtaklng and Alghtt oh the CoApoAation.

Any tuch by-law may pAovtde hoA the delegation oh t>uch poweAt
by the dlAectoAt to tuch ohhcceAt oa diAectoAt oh the CoApoAation to tuch
extent and In tuch manneA at may be tet out In the by-law.

Nothing heAeln IImltt oa AettAlctt the boAAouung oh money by
the CoApoAation on blllt oh exchange oa pAomittoAy notet made, dAawn,
accepted oa endoAted by oa on behalh oh the CoApoAation.

wvm

The by-lawt oh the CoApoAation thall be thote with the
application hoa letteAt patent until Aepealed, amended, alteAed oa added
to. (Pleate entuAe that by-lawt deal with each matteA tet out In
tubtectlon 155(2) oh the Canada CoApoAotlont Act.)

IX

The CoApoAation It to caAAy on lit openatlont without pecunlaAy
gain to itt membeAt and any pAoh-itt oa otheA accAetlont to the CoApoAation
oac to be uted In pAomoting itt objeett.

VATIV at the City oh Bytoun in the PAovir.ce oh OntaAlo, thit
day oh , 19

SlgnatuAe oh Applicantt



CANADA IN THE MANNER OF the application

PROVINCE OF - of and others
REGIONAL MUNICTIPALITY gorn 4inconporation under Pant 11 0§ the
OF Canada Corporations Act unden the name
of
0 WIT: \ {conponate name]

1, , 04 thec{/tyog. - 4in the
Province o0f , , do solemnly declare this:

1. 1 am one of the applicants herein.

2. 1 have knowledge of the matter, and that the statements

in the annexed application contained are, to the best 06 my knowledge and belief,
e 4n substance and in fact.

1 am infonmed and believe that each applicant signing
the said appacauon 48 of the fulf age of twenty-one years and has powern under
Law to contract and that his on her name and description have been accurately
set out in the preamble thereto.

4. The proposed conporate name of the company is not on any
public grounds objectionable and that it is not that of any known company, incor-
porated on unincorporated, on 04§ any partnership orn individual, on any name under
which any known business is being carried on, or 40 neauy auembung the same
as to decedive.

5. 1 have satisfied myself and am assured tha,t no public on
private internest will be prejudicially affected by the inconporation of the
company aforesaid.

AND 1 make this sofemn declaration conscientiousfy belie-
ving it to be true and knowing that it is of the same fonrce and effect as if made
unden oath and by virntue of the Canada Evidence Act.

SWORN before me at

in the Regional Municipality of
Lhis day of

, 19

A commissionnen, ete.



SAMPLE BY-LAWS FOR A C.C.A. PART 11 CORPORATION

CORPORATE SEAL

The seal, an impnession whereof is stamped in the mangin hueoﬂ,
shatl be zthe seal of the

(corporate name)

CONDITIONS OF MEMBERSHIP

Membership in the corporation shall be Limited to persons inte-
nested in funthering zhe objects of the conporation and shall consist
of anyone whose application forn admission as a member has neceived
the approval of the board of directorns of the corporation.

. There shall be no membenship fees on dues unfess otherwise
dinected by the boarnd of directons.

Any member may withdraw from zhe conponation by delivering o the
corporation a wiitten nesignation and Lodging a copy of the same with
the secnetany of the corporation.

Any memben may be requined 1o nesign by a vote of Three-quartenrs
(3/4) of the members at an annual meeting.

HEAD OFFICE

* The Head Office 05 the conponation shall be in the {City -
Municipality) of , '

(provaince])

¥ (PLease do not include a postal address here; only mun&c&pat&ty
and province should be noted).

BOARD OF DIRECTORS

The pnopenty and business of the corporation shallf be managed
by a boand of directors of whom shatl
constitute a quohum. The board of directors may on Literature of the
conporation be deALgnazed as a board of governons.

9-38



The. appLLccuvtA fion incoKpo\aEA.on thoJUL become the fi-irut dUAectosu
0)5 the conporuvU-on who&e te/un o”tce on the boaAd ofi dviec.tofu>
&halLZ be fio*.

SucceA&oru to the {,vu>t dUjiectoru 6halt be etected "on. a te/im
o{, one (1) yea*, by the membefu> at an annual meettng ofi membe/u.

The o”lce 0j$ doiecton t>hall be automattcalty vacated:

) li a diuiectofi 6halt aeAlgn bit o”lce by dettventng a uyUtten
A.e&ignatlon to the &ecA.etaAy o” the cofiponatton;

b) tfi he tb fiound to be a lunatic ok become ofi unbound mind;

C) i~ he becomes bankrupt on suspends payment on compounds ulth
his cnedUtons;

d) i~ at a special genenal meeting ofi membens a nesolutlon is passed
by . ! 0§ the membens pnesent at the meeting

that he be nemoved finom o”ice;

e) on death;

pnovided that ifi any vacancy shall ocean {*on any neason In this pana-
gnaph contained, the boand of> dlnectons by majonlty vote, may, by
appointment, iitt the vacancy uxith a memben o{ the conponation.

Meetings ofithe boand ofi dlnectons may be held at any time and place
to be detenmined by the dinectons pnovided that seven (7) clean days
notice 05 such meeting shall be sent In uniting to each dlnecton,
pnovided thene shall be at least one (1) meeting pen yean 05 the boand
05 dlnectons. Mo ennon on omission In giving notice 05 any meeting
05 the boand ofi dlnectons on any adjcanned meeting ofi the boand
05 dinectons 0)5 the conponatlon shall Invalidate such meeting on
make void any pnoceedings taken theneat and any dinecton may at any
time waive notice ofi any such meeting and may notify, appnove and
confiinm any on all pnoceedings taken on had theneat.

Vinectons and executive committee mmbens, as such, shall not
necelve any stated nemunenatlon fion theln senvices, but, by nesolutlon
05 the boand 05 dlnectons, expenses oi theln attendance may be allowed
fion theln attendance at each negulan on special meeting of the boand
05 dlnectons. Nothing heneln contained shall be constnued to pneclude
any dlnecton finom senving the conponatlon as an o”lcen on In any
othen capacity and neceiving compensation thene”on. The dlnectons
shall senve as such without nemunenatlon and no dinecton shall dinec-
tly on indlnectly necelve any pno”it “nom his position as such;
pnovilded that a dlnecton may be paid neasonable expenses incunned
by him In the penfionmance ofi his duties; and pnovilded luthen that
any dinecton who is engaged In on is a memben 05 a (5tAm engaged in
any business on pno”esslon may act In and be paid the usual pnofies-
sional costs and changes fion any pnoSessional business nequlned to be
done in connection with the adminlstnatlon ofi the a~cUns 0)5 the
conponatlon.



13.

14.

15.

16.

17.

- A netining directon shall remain in office untif the dissolution
or adjowwnment of the meeting at which his netirement is accepted
and his successon is elected. A director shall hold office until the
next annual meeting of membens foflowing his election orn appointment.

AL the §inst meeting of membens, the boand of directorns then
elected shall neplace the provisional directors named in the Lettens
Patent of the conporation as provided §orn in paragraph § hereof.

The board of dinectons may appoint such agents and engage such
empfoyees as it shall deem necessary from time to Lime and such
persons shall have such authority and shalf perform such duties as
shatk be prescribed by the board of directorns at the time of such
appointment. .

The nhemuneration of all officerns, agents and employees and
committee members shall be fixed by the board of directors by
nesofution. Such nesolution shall have force and effect only until
the next meeting of members when such nesocfution shalf be confirmed
by nesolution of the memberns, on in the absence of such confirmation
by the members, then the nemuneration 2o such ofgicerns, agents on
employees Aha!;?, cease o be paya.b&e §nom the date of such meeting
0o{ membens.

INDEMNITIES TO DIRECTORS AND OTHERS

Every directon or officer of the corporation or other person
who has undertaken on is about to underntake any £iability on behalf
of the conporation on any company controfled by it and thein heins,
executorns and administratons, and estate and effects, respectiu e,!iy,

- shall grom time to time and at all times, be wdemmﬂ&ed and saved

hanmless out of the gunds of the conpo/uu_ﬂcon, §rom and against;

a) afl costs, charges and expenses whatsoever which such directon,
ofgicen on othern person sustains on incwus 4n on about any
action, suit on proceedings which is brought, commenced on
prosecuted against him, on in nespect of any act, deed, matten
on Zhing whatsoever, made, done or permitted by him, in on
about the execution o0f the duties of his office on in respect
04 any such Liability;

b] all other costs, charges and expenses which he sustains on
Ancwws dn on about on in nelation fo the affairs thereof,
except such costs, charges on expenses as are occasioned by
his own wilful neglect on degault.



EXECUTIVE COMMITTEE

The boaAcf Of cLLn.e.cfofu> may ptiovidz fan the. cAeatton an
executive committee compni&ing , ivko 6kali be
appointed by the boand ofi diAectou and which committee 6 hall exenciAe
&uch poweAA oa one authorized by the board ofi dinectonA. Any execu-
tive committee member may be removed by a majority vote ofi the board
05 directorA.

Meeting* Of the executive committee may be held at any txme and
place to be determined by the member* Of *uch committee provided
that farty-eight 148) hour* notice o™ *uch meeting *hall be *ent in
writing to each member o{, *uch committee. Member* o" *uch
committee *hall conAtitute a quorum. No error or omiAAion in giving
notice 05 any meeting ofi the executive committee or any adjourned
meeting ofi the executive committee ofi the corporation *hall invalidate
*uch meeting or make void any proceeding* taken thereat and any
member ofi Auch committee may at any time waive notice of, any *uch
meeting and may ratify, approve and confirm any or alt proceeditig*
taken or had thereat.

POWERS OF DIRECTORS

The director* of the corporation may adminiAter affair* of the
corporation in all thing* and make or cau*e to be made for the corpo-
ration, in it* name, any kind of contract which the corporation may
lawfully enter into and, *ave a* hereinafter provided, generally,
may exerciAe all *uch other power* and do all *uch other act* and thing*
a* the corporation i* by it* charter or otherwi*e authorized to
exerciAe and do.

The director* *hall have power to authorize expenditure* on
behalf of the corporation from time to time and may delegate by
reAolution to an officer or officer* of the corporation the right to
employ and pay Aalarie* to employee*. The director* *halt have the
power to make expenditure* for the purpo*e of furthering the object*
of the corporation. The director* *hall have the power to enter into
a tru*t arrangement with a trait company for the purpo*e of creating
a trait fund in which the capital and intere*t may be made available
far the benefit of promoting the intere*t of

[corporate name)
in accordance with *uch term* a* the board of director* may preicribe.

The board of director* *hall take Auch Atep* a* they may deem
requiAite to enable the corporation to acquire, accept, Aolicit or
receive legacie*, gift*, grant*, Aettlement*, beque*t*, endowment*
and donation* of any kind whatAoever for the purpo*e of furthering
the object* of the corporation.



23.

24.

25.

26.

27.

28.

29.

OFFICERS

The officens of the corporation shall be a president, vice-
president, secretary and treasuren and any such othern officens as
the boand of directons may by by-Law determine 4in:fuding, but without
nestrnicting the fornegoing, an executive secretarny. Any wo offices
may be held by the same person.

The president shatl be elected at the annual meeting of the
members. Officens othen than president of the conporation shall be
appointed by nesofution of the board of directons at the §irst
meeting of the board of directons following each annual meeting of
the membens.

The officens of the corporation shall hold ofgice fon one (1)

yean 4rom the date of appointment on election on until their
duccessons are efected or appointed in thein stead.

DUTIES OF OFFICERS

ALL officens shall be directors of the corporation and they
shall cease %o be officens 4if they cease to be directorns on if they
are nemoved by a majonity of the boand of directonrs.

The president shall be the chief executive officer of the conpo-
nation. He shall preside at all meetings of the corporation and of
Zhe board of directors. He shall have the general and active manage-
ment of the affains of the corporation. He shall see that all ondens
and nesofutions of the board of directons are canried into effect.

The vice-president shatl, in the absence on disability of the
president, perfonm the duties and exercise the powers of the president
and shall penfonm such other duties as shall §rom time to time be
imposed upon him by the board of directonrs.

The trheasuren shall have the custody of Zhe funds and secwrities
of the conrporation and shall keep {ull and accurate accounts of all
assets, Liabilities, neceipts and disburnsements of the corporation
in the books belonging to the corponration and shall deposit all monics,

secunities and othen vafuable effects in the name and to the credit

04 the conporation Ain such chartened bank on thust company, oh, 4in
the case of securities, in such registerned dealern in secwiities as may
be designated by the board of directorns from time to time. He

shatl disburse the funds of the corporation as may be directed by
proper authonity taking proper vouchers for such disburnsements, and
shall nenden 2o the president and directons at the negular meeting

of the board of directors, on whenevern they may nequire it, an
accounting of all the trhansactions and a statement of the §inancial
position, of the corporation. He shall also perform such othen

duties as may from time to time be directed by the board of directons.



30.

31.

32.

33.

34.

The executive AecAeta/iy may be empoweAed by t/.e bcaAd Of
dVicctcKA, upon Aaolution ofi the bocuid diAectofu, to canAy on
the afifiatAA ofi the coApoAation geneAaZty undeA the AupeAvt&ton ofi
the o”tceAi theAeoi and 6 hall attend all meellngi and act at
cleAk theAeof, and AecoAd all vutet and minuter o™ all pAoceedingt
In the book* to be kept "oa that puApo&e. He ihall give oa caute
to be given notice 0j$ all meeting* 0§ the membeAt and the boaAd

of, dlAectoAh, and thall peAfoAtn tuch otheA duties at may be pActcnlbed

by the boaAd of dlAectoAt oa pAUldent, undeA lohote tupeAvi&lon he
Ahall be. He thall be custodian of the teal of the coApoAation,
which he thall delLtveA only when authoAlzed by a Aetolutlon of the
boaAd of dlAectoAt to do to and to tuch peAton oa peAtont at may
be named In the Aetolutlon.

The dutlet of all otheA offlceAt of the coApoAation thall be
tuch at the teA/nt of thelA engagement call foA oa the boaAd of
dlAeetoAt AequlAed of them.

EXECUTION OT VOCUMENTS

ContAactt, documentt oa any InttAumentt In WAItiIng AequlAlng

the tlgnatuAe of the coApoAation, thall be tlgned by any two offlceAt

and all contAactt, documentt and InttAumentt In uAlting to tlgned
thall be binding upon the coApoAation without any fuAtheA authonlza-
tlon oa fonmallty. The dlAeetoAt thall have poweA fAom time to time
by Aetolutlon to appoint an offlceA oa offlceAi on behalf of the
coApoAation to tilgn tpeclflc contAactt, documentt and InttAumentt

In WAIiting. The dlAeetoAt may give the coApoAation't poweA of attoA-
ney to any AeglttcAcd dealeA In tecuAltlet foA the puApotet of the
tAantfeAAIng of and delalng with any ttockt, bondt, and otheA
tecuAltlet of the coApoAation. The teal the coApoAation when
AequlAed may be affixed to contAactt, documentt and InttAumentt In
WAIting tlgned at afoAetald oa by any offlceA oa offlceAt appointed
by Aetolutlon of the boaAd of dlAeetoAt.

MEETINGS

The annual oa any otheA geneAal meeting of the membeAt thall
be held at the head office of the coApoAation oa at any place at
the boaAd of dlAeetoAt may deteAmine and on tuch day at the told
dlAeetoAt thall appoint.

At eveAy annual meeting, In addition to any otheA butlnett that
may be tAantacted, the AepoAt of the dlAeetoAt, the financial ttate-
ment and the AepoAt of the audltoAt thall be pAetented and a boaAd
of dlAeetoAt elected and audltoAt appointed foA the entulng yeoA.
The membeAt may contldeA and tAantact any butlnett eltheA tpeelal
oa genenal at any meeting of the membeAt. The boaAd of dlAeetoAt
oa the pAetldent oa vice-pAetldent thall have poweA to call, at any
time, a geneAal meeting of the membeAt of the coApoAation.
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35.

36.

37.

38.

39.

40.

41.

Fou/Uecn [14) day* p"u.0A. uw”tten notice. tkalLL be g-iven to
each membeA ofi any annual on. tpectal genenal meeting ofi mentbeu.
Membenj) pn.e&ent In pesuon at a meeting ihaJUL constitute
a quonxm. Each memben pn.esent at a meeting shall have the night to
exenctse one vote.

No ension. on omission In giving notice ofi any annual on genenal
meeting on any adjounned meeting, uhethen annual on genenal, o" the
membens ofi the conponatlon shall Invalidate such meeting on make
void any pnoceedings taken theneat and any memben may at any time
mlve notice o{ any such meeting and may notify, appnove and con®lnm
any on all pnoceedings taken on had theneat. Fon punpose oh sending
notice to any memben, dinecton on o ™x-cca h°n any meeting on othen-
ulse, the oddness oh the memben, dinecton on o ™x-cca shall be his last
addnjess neconded on the books oh the conponatlon.

MINUTES OF BOARV OF VIRECTORS AND EXECUTIVE COMMITTEES

The minutes oh the boand oh dineetons on the minutes oh the
executive committee shall not be available to the genenal membership
oh the conponatlon but shall be available to the boand oh dineetons,
each oh whom shall necelve a copy oh &uch minutes.

VOTING OF MEMBERS

At all meetings oh membens oh the conponatlon eveny question
shall be determined by a majority oh votes unless otherwise specl-
hically provided by statute on by these by-laws.

FINANCIAL YEAR

Unless otherwise ordered by the boand oh dlneetons the
yean-end oh the conponatlon shall be

The boand oh dineetons may appoint committees whose membens wvill
hold their ohhle-ei °I the wvill oh the board oh directors.

AMENDMENT OF BY-IMS

The by-laws oh the conponatlon may be repealed on amended by
by-law enacted by a majority oh the directors at a meeting oh the
boand oh directors and sanctioned by an ahh-irmatlve vote oh at least
two-thirds (2/3) oh the membens at a meeting duly called hon the punpose
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05 coni-Ld&Ung the. 6cued by-taw, pnovtded. that the enactment, tiepejol
on amendment ofi 6uch by-taw thaJUL not be enhanced on acted upon untwt
the appnoval o” the Hcntiten ofi Conuimen 6 Conponate A”cuUu haA

been obtained.

AUDITORS

The membem Ahalt at each annual meeting appoint an audlton to
audit the accounts ofi the conponatlon to hold o”-cce until the next
annual meeting pnovided that the dlnectons may {,111 any caAual
vacancy In the o{{lce o{ audlton. The nemunenatlon o{ the audlton
Ahall be {Ixed by the boand o{ dlnectons.

BOOKS AW RECORDS

The dlnectonA Ahall Aee that all necessany books and neconds of
the conponatlon nequlned by the by-laws of{ the conponatlon on by any
applicable statute on law one negulanly and pnopenly kept.

RULES AW REGULATIONS

The boand o{ dinectons may pnescnlbe such nules and negulatlons
not Inconsistent with these by-laws nelating to the management and
operation o{ the conponatlon as they deem expedient, pnovided that
such nules and negulatlons shall have {once and e{{ect only until
the next annual meeting o{ the membens o{ the conponatlon when they
shall be con{hmed, and {ailing such con{hmatlon at such annual
meeting o{ membens shall at and {nom that time cease to have any {once
and e{{ect.

INTERPRETATION

In these by-laws and In all othen by-laws of{ the conponatlon
henea{ten passed unless the context othenwise nequlnes, wends impon-
ting the slngulan numben on the masculine genden shall Include the
plunal numben on the {emlnine genden, as the case may be, and vice
vensa, and ne{enences to pensons shall Include {inms and conponations.

IN WITNESS WHEREOF we have heneunto set out hands at
, on the day o{

[slgnatunes)



SAMPLE OF BY-LAWS FOR A RENOVATION WARRANTY COMPANY

BY-LAWS CF (insert company name)

1. These By-Laws shall be construed with reference to the provisions
of the Canada Corporations Act and terms used in these By-laws shall be
taken as having the same respective neanings as they have when used in that

Act.

(a) Words importing the singular number only shall include the
plural number and words importing the plural number only
shall include the singular number;

(b) Words importing the nesculine gender shall include the
feminine;

(c) (This section is to be used to define Renovator and the

types of organization which can be members)

(d)

(This section names the Company)

O

(This section defines a representative of a Member)

(f) The headings used throughout these By-Laws are inserted for
reference purposes only and are not to be considered or
taken into account in construing the terms or provisions of
any Ey-law nor to be deemed in any way to qualify, modify,
or explain the effect of any such provisions or terms.

CORPORATE SEAL

2. The seal, an impression whereof is stanped in the margin hereof
shall be the seal of the
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CONDITIONS OF MEMBERSHIP

3. Membership in the Corporation shall be limited to bona fide

in Canada who are

interested in furthering the objects of the Corporation and shall consist
of anyone whose application for admission as a nember has received the
approval of the Board of Directors of the Corporation.

4. The Board of Directors may from time to time direct the payment
by all members of membership fees or dues.

5. Any member may withdraw from the Corporation by delivering to the

Corporation a written resignation and lodging a copy of the same with the
Secretary of the Corporation.

6. Membership or associate membership in the Company shall continue
at the pleasure of the Board of Directors of the Company and a membership
or associate membership in the Conpany may be determined ipso facto as

follows:
@)
Q)]

©

(d)

e)

Q)

@

by a resolution of the Board of Directors of the Conpany;

by a vote of three-quarters of the members attending an
Annual Meeting of the Conpany;

by the bankruptcy, commission of an act of bankruptcy, or
insolvency or any arrangement made with the creditors of a
member or associate member;

by failure or default in complying with any contractual
obligation which a member or associate member may have with
the Company;

by default in payment of any fees or dues to the Conpany or
in failing to comply with any reasonable request from the
Company for information or documentation required;

by ccmmission of any act which in the unanimous opinion of

the Board of Directors of the Company would bring the
industry or any of the Conpany®s

aims or objectives into public disrepute or controversy;

by failure to comply with the decision of a properly
constituted conciliation proceeding under the

unless such decision is before
the Courts for final determination.
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Members and associate members who are removed or disqualified under this
By-law shall have the right of recourse to the Courts of Canada, or any
province thereof, or any other legal remedies which might be available to
it under the laws of Canada or any province thereof for an adjudication
with respect to the merits of the said removal or disqualification
proceedings, both as to facts and law.

MEMBERSHIP AND REPRESENTATIVES

7. (a) The applicants for incorporation shall become the first
members of the Corporation and thereafter such other persons as shall be
admitted to membership in accordance with these By-laws and none others
shall be members of the Company and shall be entitled to be entered in the
Register of Members accordingly.

(b) Members shall be restricted to bona fide

"(c) Representatives shall be persons designated by a ocorporate
member who may serve on the Board of Directors of the Campany and represent
the said member at all General Meetings of the Company. A memorandum in
writing verifying the appointment of a representative or associate
representative, and stating for what term the appointment is made, shall be
received by the Company or one or more of its officers before the appointee
may act. A representative shall cease to represent a member upon the
happening of any one of the following events: ' '

(1) the period of his appointment has expired;

(ii) the member represented revokes the appointment and gives
the Company notice of revocation of the appointment;

(iii) the representative becomes adjudged a mental incompetent;

(iv) the member that he represents withdraws or is removed
from the Company;

(v) if he becomes convicted of an indictable offence;

(vi) if he resigns the office by notice in writing.



RIGHTS OF MEMBERS

8. Except as provided herein, all members shall be entitled to one
vote at all properly constituted meetings of the Company and to all such
information and advice with regard to the affairs of the Company as the
Company or its officers and Directors may be able to supply, provided
however in the case of a Special General Meeting of the members called to
consider any By-law which will have the effect of changing the provisions
of the letters Patent of the Company then in every such case a minimum of

fifty (50%) percent of the wotes cast by both manufacturer and dealer
members of the Company.

9. No right or privilege of any member shall in any way be
transferable or trasmissible but all such rights and privileges shall cease
upon the member ceasing to be such, vwhether by death, retirement, removal
or otherwise.

ADMISSION OF FURTHER MEMBERS

10. The members may, by majority agreement of the Board of Directors
or any cammittee duly authorized thereunder, invite any person or
corporation to become members of the Company who qualify under these
By-laws and which member, on acceptance by the Company, shall be entitled
to full rights and privileges of all kinds including woting rights,

ASSOCIATE MEMBERS

11. The members may, by majority agreement of the Board of Directors
of the Company or any committee duly authorized thereunder, invite any
person or persons or corporations to become associate members of the
Company, but such associate members shall serve in an advisory capacity
only and shall have no rights or privileges of any kind including woting
rights.

HEAD OFFICE

12. The head office of the Corporation shall be

VOTING AND PROCEEDINGS AT GENERAL MEETINGS OF MEMBERS

13. The annual or other general meeting of the members shall be held
at the head office of the Corporation, or at any place that the Board of
Directors may determine and on such day as the said Directors shall

appoint.

14. Voting privileges shall be oonfined to the members only and



associate members may participate fully in the discussions in general and
camnittee meetings and in bringing matters to the resolution stage.

15, A mail vote may be taken in the event of urgent matters which
cannot reasonably await the next regular meeting of the members. The
procedure for taking a mail wote shall be as may be decided by the Board of
Directors or if they have not done so then by the Chairman, or failing him,
by the Secretary. Such procedures shall include adequate notice to each
member and shall otherwise also be in accordance with natural justice or
fairness.

16. Subject to the provisions relating to Special General Meetings
dealing with alterations to the Letters Patent of the Company as setforth
in By-law 8. hereof, in any General Meeting of the Company a resolution may
be passed by a simple majroity vote other than those matter requiring a
three-fourths vote of the members for determination as might be setforth in
these By-laws, or a two-thirds vote of the members as setforth in any other
statute or regulation which might apply.

17. A vote may be given in person or by proxy at General Meetings of
the Company. A member may appoint a proxy to represent him at a General
Meeting of the Company and every instrument appointment a proxy, whether
for the specified meeting or otherwise, shall as nearly as circumstances
will permit be in writing in the form or to the effect of the following:

"I, of being

the representative of ’

being a member of ’

hereby appoint , and failing him
of ; @ Iy proxy to

vote for me on my behalf at the meeting of the Company

to be held on the day of : A.D, v

and at every adjournment thereof and at every poll which
may take place in oconsequence thereof.

As witness my hand this day of » AD. 19

Witness

The decision of the Chairman at any General Meeting as to the validity of
any instrument of proxy shall be final and conclusive.

18, (a) At every General Meeting every question shall be decided in
the first instance by a show of hands, unless before or upon the
declaration of the result of the show of hands, a poll be
demanded by at least two (2) members present personally or by
proxy and entitled to wote, or as may in special instances be
required by the statutes. A declaration by the Chairman that a
resolution has been carried or carried by a particular majority,



or lost, shall be conclusive and an entry to that effect in the
book of proceedings of the Company shall be oconclusive evidence
thereof, without proof of the nuber of proportion of the wotes
recorded in favour of, or against, such resolution;

(b) If a poll be demanded in the manner above mentioned, it
shall be taken at such time and place and in such manner as the
Chairman may direct, and the result of such poll shall be deemed
to be the resolution of the General Meeting at which the poll was
demanded. 1In the case of an equality of wotes at any General
Meeting, whether upon a show of hands or at a poll or a mail
vote, the Chairman shall be entitled to a second or casting wote.
In case of any dispute as to the admission or rejection of any
vote, the Chairman shall determine the same, and such
determination made in good faith shall be final and conclusive.
A demand for a poll may be withdrawn;

(c) At every General Meeting:

(i) upon show of hands every member present in person
or by proxy, and entitled to wote shall have one (1)
vote only and the Chairman shall not eb entitled to a
casting vote; and

(ii) wupon a poll every member present in person or by proxy
and entitled to vote shall have one (1) vote and a
Chairman shall not have a casting vote;

(e) At any General Meeting, if all the members entitled to wote
thereat are present, either in person or by proxy, they may waive
the necessity of the giving of any previous notice of such
meeting and an entry in the minutes of such meeting of such
waiver shall be sufficient evidence of the due covening of the
meeting;

(£) Members present and entitled to wvote thereat shall be a
quorum at a General Meeting for the choice of a Chairman and the
adjournment of the meeting. For all other purposes the gquorum
for a General Meeting shall be members personally present and
entitled to wote thereat, not being less than six in number. No
business shall be transacted at a General Meeting unless the
guorum requisite shall be present at the commencement of the
business;
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(g) If fifteen (15) minutes after the time appointed for the
holding of a General Meeting a quorum be not present, the
meeting, if convened upon a requisition of members, shall be
dissolved. In any other case, it shall stand adjourned to the
same day in the next week at the same time and place; and if at
such adjourned meeting a quorum be no present, those members who
are present and entitled to wote thereat shall be deemed to be a
quorum and may transact all business which a full quorum might
have done;

(h) The Chairman of the Campany shall preside as Chairman at
every General Meeting and in his absence the Vice-Chairman, and
if neither of these be present, or if at any meeting they be not
present within fifteen (15) minutes after the time appointed for
holding the meeting, the members present and entitled to wote
thereat shall choose one of the Board, present and willing to
take the chair, to be Chairman;

(i) Following a resolution of adjournment of the members passed
by a simple majority of those present and entitled to wote, the
Chairman may adjourn the General Meeting from time to time and
from place to place, but no husiness shall be transacted at any
adjourned meeting other than the business left unfinished at the
meeting from which the adjournment took place;

(j) Notwithstanding anything to the contrary in these By-laws, a
resolution assented to and adopted in writing under the hands of
all members entitled to wvote thereon, though not passed at a
General Meeting, shall be of the same force and effect as if it
had been duly passed at a General Meeting duly convened, and no
previous notice, or convening of any General Meeting for the
purpose of passing such resolution shall in such case be deemed
to have been necessary whether the business transacted thereat is
special or not, and a member may signify his assent to such
resolution in writing under his hand or by telegram or cable,
provided that if the resolution be signed or assented to in
writing or by telegram or cable by a member, it need not be
signed or so assented to by any representative of such member;

(k) Ten (10%) percent or more of the total number of members in
good standing registered as members of the Company at any time
may require a General Meeting of the Company. The Secretary or
Chairman (whichever is applicable) must thereafter serve on all
of the members of the Company a notice of a meeting to be held
within a period of seven (7) days next following the receipt of
the said memorandum, stipulating a time and place of the meeting.
The Chairman may call a General Meeting of the Company at any
reasonable time.



BOARD OF DIRECTORS

19, (a) The affiars of the Company shall be managed by a Board of
Directors of not less than five (5) Directors nor nore than fifty (50)
Directors and in the event of the mumber of Directors being less than the
minimum aforesaid they shall do nmo act other than to call a General Meeting
of the Company until the number of Directors has been made up to the said
minimum,

(b) The Directors shall be selected from the members or

representatives in good standing of the Company from time to time. The
Cawpany empowers the executive coammittee of

(This section will define the selection process for Directors)
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(c) The term of office for Directors shall be a term of two
years from the date of their appointment, with the exception of the Ffirst
Board of Directors in which case one-half of the first Directors
representing manufacturer members shall be appointed for a term of one year
and one-half of the first Directors representing dealer members shall be
appointed for a term of one year and the balance of the Board of Directors
for a term of two years. Thereafter Directors whose term of office has
expired shall be elected for a term of office for two years.

(d) A retiring Directors shall be eligible for re-election to
the Board of Directors.

(e) Directors and executive ocranittee members as such shall not
receive any stated remuneration for their services but, by resolution of
the Board of Directors, expenses of their attendance nay be allowed for
their attendance at each regular or special meeting of the Board of
Directors. Nothing herein contained shall be construed to preclude any
Director from serving the Corporation as an officer or in any other
capacity and receiving compensation therefor. The Directors shall serve as
such without remuneration and no Director shall directly or indirectly
receive any profit from his position as such, provided that a Director may
be paid reasonable expenses incurred by him in the performance of his
duties and provided further that any Director who is engaged in, or is a
member of a firm engaged in, any business or profession may act in and be
paid the usual professional costs and charges for any professional business
required to be done in connection with the administration of the affairs of
the Corporation.

(f) A retiring Director shall remain in office until the
dissolution or adjournment of the meeting at which his retirement is
accepted and his successor is elected. A Director shall hold office until
the next annual meeting of members following his election or appointment.

(g) The persons signing the application for incorporation shall
be the Provisional Directors of the Canpany. At the first Annual Meeting
of the members the Board of Directors then elected shall replace the
Provisional Directors named in the Letters Patent of the Corporation as
provided for herein.
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(h) The Board of Directors may appoint such agents and engage
such employees as it shall deem necessary from time to time and such
persons shall have authority and shall perform such duties as shall be
prescribed by the Board of Directors at the time of such appointment.

(i) The remuneration of all officers, agents and employees and
camittee members shall be fixed by the Board of Directors by resolution.
Such resolution shall have force and effect only until the next meeting of
members, when such resolution shall confirmed by resolution of the members,
or in the absence of such confirmation by the members, then the
remuneration for such officers, agents or employees shall cease to be
payable from the date of such meeting of members.

POWERS OF DIRECTORS

20. The Directors of the Corporation may administer the affairs of
the Corporation in all things and make or cause to be made for the
Corporation in its name any kind of contract which the Corporation may
lawfully enter into and save as hereinafter provided generally may exercise

all such other powers and do such other acts and things as the Corporation

is, by its Charter or otherwise, authorized to exercize and do.

21. The Directors shall have the power to authorize expenditures on
behalf of the Corporation from time to time and may delegate by resolution
to an officer or officers and employees of the Corporation the right to
employ and pay salaries to employees. The Directors shall have the power
to make expenditures for the purpose of furthering the objects of the
Corporation.

22. The Board of Directors shall take such steps as they may deem
requisite to enable the corporation to acquire, accept, solicit or receive
legacies, gifts, grants, settlements, bequests, endowments and donations ot
any kind whatsoever for the purpose of furthering the objects of the
Corporation.

DISQUALIFICATION OF DIRECTORS

23. The office of a Director shall be ipso facto vacated:
(a) if he becames of unsound mind or is found to be a lunatic;
(b) 1if he becomes convicted of an indictable offence;
(c) if, by notice in writing, he resigns his office;

(d) 1if he shall cease to hold his qualification as a
representative of a member of the Campany; or

(e) if he is recalled by a two—thirds vote of the members in
region which the Director represents in the first instance.
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PROCEEDINGS OF DIRECTORS

24, (a) The Board of Directors may meet together for the dispatch of
business, adjourn or ctherwise regulate its meetings as it shall think fit.
For the transaction of business a majority of the Board of Directors shall
constitute a quorum. Questions arising at any meeting shall be decided by
a majority of wvotes. The Chairman of the meeting shall have an ordinary
vote similar to all members, however the Chairman of a meeting shall not
cast his ordinary vote unless there is an equality of wotes whereupon the
Chairman shall then be entitled to cast his ordinary wote as a casting
vote,

(b) A properly constituted meeting of the Board of Directors for
the time being at which a quorum is present shall be competent to exercise
all or any of the authorities, powers and discretions by or under these
By-laws for the time being wvested or exerc1sable by the Board or the
members of the Company.

(c) Meetings of the Board of Directors may be summoned by the
Secretary at the request of the Chairman and, failing him, at the request
of a Vice—~Chairman or a Director. A meeting of the Board of Directors may
be held at any time the Board may deem necessary and expedient and may be
summoned on seven (7) days' notice verbally or in writing, and whether by
means of telephone or telegraph or any other reasonable means of
cammunication.

(d) Meetings of the Board of Directors shall be held at the head
office of the Company or with the consent of the majority of the Board at
any other place.

(e) No error or anission in giving notice of any meeting of the
Board of Directors or any adjourned meeting shall invalidate such meeting
or make void any proceedings taken thereat and any Director may at any time
waive notice of any such meeting and may ratify, approve and confirm any or
all proceedings taken or had thereat. For the purpose of sending notice to
any member, Director or officer for any meeting or otherwise, the location,
address or telephone number of any such member, Director or officer shall
be his last address, location or telephone number recorded on the books of
the Corporation.

(f) A resolution signed by all of the members of the Board of
Directors as such shall be as valid and effectual as if it had been passed
at a meeting of the Board duly called and constituted, and shall be entered
in the minute book of the Company accordingly and shall be held to relate
back to any date therein stated to be the date therecof.

MINUTES OF BOARD OF DIRECTORS AND EXECUTIVE COMMITTEES

25, The minutes of the Board of Directors or the minutes of the
executive ocommittee shall not be available to the general membership of the
Corporation, but shall be available to the Board of Directors each of whom
shall receive a copy of such minutes.
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EXECUTIVE COMMITTEE AND OFFICERS

26, The executive committee and the officers of the Campany shall
consist of a Chairman, two Vice-Chairmen, a Secretary and a Treasurer,
toget her with any additional members at large which the Board may wish to
appoint from time to time. The said executive committee is hereby vested
with authority to exercise the powers as by the statutes are required to be
exercised by the Board of Directors. The said executive committee may meet
at stated times or on notice to all or any of their own number and such
committee shall advise and aid the Board of Directors in all matters
concerning the Company's interest and in the management of its business and
affairs and generally perform such duties and exercise such powers as may
be directed or delegated to such committee by the Board from time to time.
A quorum of the executive cammittee shall consist of not less than three
(3) of their number and the executive committee may act by the written
consent of a-quorum thereof, although not formally convened. The executive
camittee shall keep minutes of its proceedings and report the same to the
Board at the next meeting thereof. The said officers of the Corporation
shall be elected from time to time from among the members of the Board of
Directors and shall be given such duties as the Board of Directors may from
time to time direct. The officers of the Corporation shall hold office for
one (1) year from the date of election or until their successors are
elected or appointed in their stead.

BUTIES OF OFFICERS

27, All officers shall be Directors of the Corporation and they shall
cease to be officers if they cease to be Directors of if they are removed
by a majority of the Board of Directors.

28, The Chairman shall be the Chief Executive Officer of the
Corporation and shall preside at all meetings of the Corporation and of the
Board of Directors. He shall have the general and active management of the
affairs of the Corporation and he shall see that all orders and resolutions
of the Board of Directors are carried into effect. The Chairman shall be
ex officio a member of all standing committees of the Board of Directors.

29, A Vice-Chairman may, in the absence of disability of the
Chairman, perform the duties and exercise the powers of the Chairman and
shall perform such other duties as shall fram time to time be imposed on
him by the Board of Directors.

30. The Secretary, or an Assistant Secretary if elected, shall attend
the meetings of the Board of Directors and the General Meetings of the
Company and record t he proceedings thereof and may appoint a Recording
Secretary if necessary to record the proceedings thereof of all matters
transacted and dealt with and shall prepare and keep minutes of all such
meetings and record all wotes and the minutes of all proceedings in a book
or books to be kept for that purpose and shall perform like duties for any
standing or executive cammittee when required. The Secretary or an
Assistant Secretary, if named, shall give or cause to be given notice of



- 13 -

all General Meetings and of all meetings of the Board of Directors and
shall perform such other duties as may be prescribed by the Board.

31. The Treasurer shall hvae custody of the funds and securities of
the Corporation and shall keep full and accurate accounts of all assets,
liabilities, receipts and disbursements of the Corporation in the books
belonging to the Corporation and shall deposit all monies, securities and
other valuable effects in the name and to the credit of the Corporation in
such chartered bank or trust company, or in the case of securities in such
registered dealer in securities, as may be designated by the Board of
Directors from time to time. He shall disburse the funds of the
Corporation as may be directed by proper authority taking proper vouchers
for such disbursements and shall render to the Chairman and Directors at
the regular meeting of the Board, or whenever they may require it, an
accounting of all the transactions and a statement of the financial
position and affairs of the Corporation. He shall also perform such other
duties as may from time to time be directed by the Board of Directors.

32, Contracts, documents or any instruments in writing requiring the
signature of the Corporation shall be signed by any two (2) officers and
all contracts, documents and instruments in writing so signed shall be
binding on the Corporation without any further authorization or formality.
The Directors shall have the power from time to time by resolution to
appoint an officer or employee on behalf of the Corporation to sign
specific contracts, documents and instruments in writing. The Directors
may give the Corporation power of attorney to any registered dealer in
securities for the purpose of the transferring of and dealing with any
stocks, bonds or other securities of the Corporation. The seal of the
Corporation when required may be affixed to contracts, documents and
instruments in writing signed as aforesaid or by any officer or employee
appointed by resolution of the Board of Directors.

ANNUAL GENERAL MEETING

33. The Annual General Meeting of the members shall be held at the
head office of the Corporation or at any place as the Board of Directors
may determine, and on such day as the Directors shall appoint within the
requirement of the Canada Corporations Act.,

34, At every Annual Meeting, in addition to any cther husiness that
may be transacted, the report of the Directors, the financial statement and
the report of the auditors shall be presented and a Board of Directors
elected and the auditors appointed for the ensuing year. The members may
consider and transact any business, either special or general, at any
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meeting of the members. The Board of Directors or the Chairman or
Vice-Chairman shall have the power to call at any time a General Meeting of
the members of the Corporation. Fourteen (14) days' prior written notice
shall be given to each member of any Annual or special General Meeting of
members. Members present in person at a meeting shall constitute a quorum
and each member present at a meeting, in person or by proxy, shall have the
right to exercise one (1) vote.

FINANCIAL YEAR

35. Unless otherwise ordered by the Board of Directors the fiscal
year-end of the Corporation shall be

36, The Board of Directors may appoint cammittees whose members will
hold their offices at the will of the Board of Directors.

INDEMNITY TO DIRECTORS AND OFFICERS

37. Every Dirctor or officer of the Corporation or other person who
has undertaken, or is about to undertake, any liability on behalf of the
Corporation or any company oontrolled by it and their heirs, executors and
administrators and estate and effects respectively shall from time to time
and at all times be indemnified and saved harmless cut of the funds of the
Corporation from and against:

(a) all costs, charges and expenses whatsoever which such
Director, officer or cother person sustains or incurs in or
about any action, suit or proceeding which is brought,
commenced or prosecuted against him or in respect of any
act, deed, matter or thing whatsoever made, done or
permitted by him in or about the execution of the duties of
his office, or in respect of any such liability;

(b) all other costs, charges and expenses which he sustains or
incurs in or about or in relation to the affairs thereof,
except such costs, charges or expenses as are occasioned by
his own wilful neglect, fraud or default.

AMENDMENTS OF BY-LAWS

38. The By-laws of the Corporation may be repealed or amended by
By-law enacted by a majority of the Directors at a meeting of the Board of
Directors and sanctioned by an affirmative wote of at least two-thirds
(2/3) of the members at a meeting duly called for the purpose of
considering the said By~law, provided the enactment, repeal or amendment of
such By-law shall not be enforced or acted upon until the approval of the
Minister of Consumer and Corporate Affairs has been obtained.
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AUDITORS

39. The irembers shall at each Annual General Meeting appoint an
auditors to audit the accounts of the Corporation, to hold office until the
next Annual Meeting, provided the Directors may fill any casual vacancy in
the office of an auditors. The remuneration of the auditors shall be fixed
by the Board of Directors.

BOOKS AND RECORDS

40. The Directors shall see that all necessary books, accounts and
records of the Corporation requried by the By-laws of the Corporation, or
by any applicable statute or law, are regularly and properly kept.

RULES AND REGULATIONS

41. The Board cf Directors may prescribe such rules and regulations
not inconsistent with these By-laws, relating to the management and
operation of the Corporation as they deem expedient, provided that such
rules and regulations shall have force and effect cnly until the next
Annual Meeting of the members of the Corporation when they shall be
confirmed and, Tailing such confirmation at such Annual Meeting of members,
shall and fran that time cease to have any force and effect.

WINDING UP

42. The Company may be wound up voluntarily whenever a resolution
approved by two-thirds (2/3) of the members is passed requiring the Company
to be so wound up.

43. It is especially provided that in the event of dissolution or
winding up of the Corporation all of its remaining assets, after payment of
its liabilities, shall be distributed to one or more organizations in
Canada having cognate or similar objects.

NOTICE

44. () A notice nay be served by the Company on any member entitled
thereto, either personally or ty sending it through the post in a prepaid
envelope or wrapper to such member at his registered place of address.

(b) If a member has no registered place of address, notice
served on the member at his last known address, according to the records of
the Conpany, shall be deemed good notice on such member at the expiration
of 48 hours following the posting of any such notice to the member.
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(c) The signature to any notice to be given by the Company may
be lithographed, written, printed or otherwise mechanically reproduced.

(d) Notwithstanding anything to the contrary in these By-laws,
any member or Director entitled to receive notice may by instrument in
writing signed by such member or Director waive any such notice on such
terms and conditions if any as such member or Director may deem fit.

IN WITNESS WHEREOF we have hereunto set our hands at
, On the day of , A.D. 19 .,



9.2.8 PERFORMANCE STANDARDS

All performance standards used in North America originated with the New Home
Warranty Programs in Canada. As the Ffirst New Home Warranty Program, Alberta
developed the first published standards and they have been updated and
revised by the other New Home Warranty Programs in Canada and by the Home
Owners Warranty in the United States for use in both a new home and a
renovation context.

The standards included in this report were produced by the Renovators
Council of the Nova Scotia Home Builders®™ Association for use by the
voluntary warranty program they are establishing. Since these standards are
the most recent in origin and have beed adapted to use in a renovation
context they have been included here.
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HOUSING AND URBAN DEVELOPMENT ASSOCIATION
OF CANADA
HUDAC - NOVA SCOTIA - ACHDU
RENOVATORS COUNCIL

JNTRODUCTION

The Renovations Council of the Nova Scotia Chapter of
the "Housing and Urban Development Association of Canada has
developed the Renovator's Limited Warranty and the industry

accepted performance standards which accompany the Limited
- Warranty Certificate.

Your HUDAC Renovator/ContractOr shall provide your
renovations work with the Limited Warranty Certificate that

is extended to you and to subsequent owners of the home during
the period the Limited Warranty is in force.

These standards are intended to specify the minimum
performance standards for renovation of homes and to set
- forth the basis for determining the validity of all home
owner complaints related to defective materials and workman-
ship during the period of the Limited Warranty.

Only the most frequent defects of concern to the home
owner have been enumerated in the standards set forth in the
pages that follow. 1If a specific defect has not been enumerated,

this indicates only that a performance standard for such defect
has not yet been adopted and approved.

To the extent that minimum performance standards for
construction have not been enumerated in these standards,

the Renovator shall perform the work in accordance with
the National Building Code of Canada, Part #9, where the
National Building Code of Canada, Part #9, has been adopted

and enforced by the Municipal or Provincial district having
jurisdiction.

In the event that the National Building Code of Canada,
Part #9, has not been adopted and/or is not enforced, then the
Renovator shall perform the work in accordance with the Building

By-Laws enforced by the Municipal or Provincial district having
jurisdiction.



In the event that the National Building Code of Canada,
Part #9, has not been adopted and/or enforced; and the
Municipal or Provincial district either has not adopted or
does not enforce Building By-laws, then the Renovator shall
perform the work in accordance with the building practice
prevailing from time to time in the district in which the
home was constructed.

The validity of any home owner complaints for defects,
for which a standard has not been enumerated herein, shall
be determined on the basis of good industry practice which
assures quality of materials and workmanship and any
arbitration of such complaints shall be conducted accordingly.

The arbitrator®™s role during the course of an arbitration
is to decide whether or not the material and/or workmanship is
in accordance with legal building standards and/or conforms to
normal i1ndustry practice and whether the renovator or purchaser
has performed satisfactorily.

Where no minimum performance standards has been enumerated
the arbitrator must use his own judgment in determining whether
corrective action is or iIs not required.

The Ffollowing Guide Lines are expressed in terms of
performance standards. Non-compliance with the performance
standards calls for corrective action by the renovator. The
format is designed for easy comprehension by both layman and
renovator as TfTollows:

1. Possible Deficiency - a brief statement in simple
terms of the problems to be considered.

2. Performance Standard - a performance standard relating
to a specific deficiency.

3. Renovator Responsibility - a statement of the corrective
action required of a renovator to repair the deficiency
or any other damage resulting from making the required
repair.
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TOPIC: SITE WORK

SITE GRADING
POSSIBLE DEFIdIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

SITE DRAINAGE
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

WORKMANSHIP AND MATERIALS

Setting of ground around foundation, utility
trenches or other areas.

Setting of ground around foundation walls,
utility trenches or other fill areas shall
not interfere with water drainage away from
the home.

If the renovator has provided final grading
upon request by the owner, renovator shall:
fill settled areas affecting proper drainage,
one time only, during the Warranty
pericd. Owner shall be responsible for removal
and replacement of shrubs or other landscaping
affected by placement of such fill.

Improper drainage of the site.

The necessary grades and swales shall have
been established by the renovator to insure
proper drainage away from the home. Standing
or ponding water shall not remain for extended
periods in the immediate area of the house
after a rain (generally no more than 24 hours)
except that in swales which drain other areas,
or in areas where sump pumps discharge, a
longer period can be anticipated (generally
no more than 48 hours). The possibility of
standing water after an unusually heavy rain-
fall should be anticipated by the Home Owner.
No grading determination shall be made while
there is frost or snow on the ground, or while
the ground is saturated. '

The renovator is responsible only for initially
establishing the proper grades and swales.

‘Owner is responsible for maintaining such

grades and swales once they have been properly
established.



TOPIC: CONCRETE

EXPANSION AND CONTRACTION JOINTS

POSSIBLE DEFICIENCY Separation or movement of concrete slabs
within the structure at expansion and
contraction joints.

PERFORMANCE STANDARD Concrete slabs within the structure are
designed to move at expansion and contracting
joints.

RESPONSIBILITY None.

CAST-IN-PLACE CONCRETE 4
POSSIBLE DEFICIENCY Basement or foundation wall cracks.

PERFORMANCE STANDARD Shrinkage cracks are not unusual in concrete
foundation walls. Such cracks greater than
1/8 inch in width shall be repaired.

RESPONSIBILITY Renovator w111 repalr cracks in excess of 1/8
inch width.

POSSIBLE DEFICIENCY Cracking of basement floor.

PERFORMANCE STANDARD Minor cracks in concrete basement floors are
normal. Cracks exceeding 3/16 inch in width
or 1/8 inch in vertical displacement shall be
repaired.

RESPONSIBILITY Renovator will repair cracks exceeding maximum
tolerances by surface patching or other methods
as required.

POSSIBLE DEFICIENCY Cracking of slab in attached garage.

PERFORMANCE STANDARD Cracks in garage slabs in excess of 1/4 inch in
width or 1/4 inch in vertical displacement shall
be repaired.

RESPONSIBILITY Renovator will repair cracks exceeding maximum

tolerances by surface patching or other methods
as required.
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POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

Uneven concrete floors/slabs.

Except for basement floors or where a floor
or portion of floor has been designed for
specific drainage purposes, concrete floors
in rooms designed for habitability shall not
have pits, depressions or areas of unevenness
exceeding 1/4 inch in 32 inches.

Renovator will correct or repair to meet the
Performance Standard.

Cracks in concrete slab-on-grade floors with
finish flooring.

Cracks which rupture the finish flooring
material shall be repaired.

Renovator will repair cracks, as necessary, SO

as not to be readily apparent when the finish
flooring material is in place.

Pitting, scaling or spalling of concrete work
covered by Warranty.

Concrete surfaces shall not disintegrate to
the extent that the aggregate is exposed and

loosened under normal conditions of weathering
and use.

Renovator will take whatever corrective action
necessary to repair or replace defective
concrete surfaces. Renovator is not responsible
for deterioration caused by salt, chemicals,

mechanical implements and other factors beyond
its control.

Setting, heaving, or separating of stoops,
steps, or garage floors.

Stoops, steps or garage floors shall not settle,
heave, or separate in excess of 1 inch from
the house structure.

Renovator will take whatever corrective action
is required to meet the Performance Standard.
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POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC:  MASONRY
UNIT MASONRY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: WOOD AND PLASTIC

ROUGH CAPENTRY
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Standing water on steps and platforms.

Water should drain from outdoor steps and
platforms.

Renovator shall take corrective action to
assure drainage of steps and stoops.

Basement or Ffoundation wall cracks.

Small cracks not affecting structural
stability are not unusual iIn mortar joints
of masonry foundation walls. Cracks greater
than 1/8 inch in width shall be repaired.

Renovator will repair cracks in excess of
1/8 inch by pointing or patching. These
deficiencies shall be reported and repairs
made during the Warranty period.

Cracks in masonry walls or veneer.

Small hairline cracks due to shrinkage are
common in mortar jJoints iIn masonry construction
Cracks greater than 3/8 inch in width are
considered excessive.

Renovator will repair cracks in excess of
Performance Standard by pointing or patching.-
These repairs shall be made during the

Warranty period. Renovator will not be
responsible for color variation between old
and new mortar.

Floors squeak or subfloor appears loose.
Floor squeaks and loose subfloor are often
temporary conditions common to new construction

and a squeak-proof Ffloor cannot be guaranteed.

Renovator will correct the problem only if
caused by an underlying construction defect.
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POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: THERMAL AND MOISTURE
WAT 0

POSSIBLE DEFICIENCY
PEBFORMANCE STANDARD

RESPONSIBILITY

Uneven wood floors.

Floors shall not have more than 1/4 inch
ridge or depression within any 32 inch
measurement when measured parallel to the
joists. Allowable floor and ceiling joist ,
deflections are governed by Approved building
code.

Renovator will correct or repair to meet -
Performance Standard only in cases where the
contractor constructed or replaced the entire
floor system..

Bowed walls.

All interior and exterior walls have slight
variances on their finished surfaces. Bowing
of walls should not detract from or blemish
the wall's finished surface. Walls should

not bow more than 1/4 inch out of line within
any 32 inch horizontal or vertical measurement.

Renovator will repair to meet Performance
Standard.

Out-of-plumb walls.

Walls should not be more than 1/4 inch out
of plumb for any 32 inch vertical measurement.

Renovator will repair to meet the Performance
Standard.

PROTECTION

Leaks in basement.'

Leaks resulting in actual trickling of water
are not acceptable and shall be repaired.
Leaks caused by improper landscaping installed
by owner, or failure of owner to maintain
proper grades are not covered by the Warranty.
Dampness of the walls or floors may occur

in new construction and is not considered a
deficiency.

Renovator will take such action as necessary
to correct basement leaks except where the
cause is determined to result from owner
action or negligence.

9-69



POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

ROOFING AND SIDING

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Insufficient insulation.

Insulation shall be installed in accordance
with applicable energy and building code
requirements.

Renovator will install insulation in
sufficient amounts to meet Performance
Standard.

Leaks due to snow or rain driven into the
attic through louvers or vents.

Attic vents and/or louvers must be provided
in order to properly ventilate vour house.

None.

Ice build-up on roof.

During prolonged cold spells, ice build-up
is likely to occur at the eaves of a roof.
This condition occurs when snow and ice
accumulate and gutters and downspouts
freeze up.

Prevention of ice build-up on the roof is an
owner maintenance item.

Roof or flashing leaks.

Roofs or flashing shall not leak under normally
anticipated conditions, except where cause is
determined to result from ice build-up or
owner- actions or negligence.

Renovator will repair any verified roof

or flaching leaks not caused by ice build-
up or owner actions or negligence.
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POSSIBLE DEFICIENCY

PERFORMANCE STANDARD
RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

SHEET METAI
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Standing water on flat roof.

Water shall drain from flat roof except
for minor ponding immediately following
rainfall or when the roof is specifically
designed for water retention. .

Renovator will take corrective action to
assure proper drainage of roof.

Delamination of veneer siding or joint
separation.

All siding shall be installed according to
the manufacturer's and industry's accepted
standards. Separations and delaminations
shall be repaired or replaced.

Renovator will repair or replace siding

as needed unless caused by owner's neglect

to maintain siding properly. Repaired

area may not match in color and/or texture.
For surfaces requiring paint, renovator will
paint only the new materials. The owner can
expect that the newly painted surface may not
match original surface in color. :

Gutters and/or downspouts leak.

Gutter and downspouts shall not leak but
gutters may overflow during heavy rain.

Renovator will repair leaks. It is the home
owner's responsibility to keep gutters and
downspouts free of leaves and debris which
could cause overflow.

Water standing in gutters.

When gutter is unobstructed by debris, the
water level shall not exceed 1 (one) inch
in depth. 1Industry practice is to install
gutter approximately level. Consequently,

it is entirely possible that small amounts

of water will stand in certain sections of
gutter immediately after a rain.

Renovator will correct to meet Performance
Standard.
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SEALANTS
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: DOORS AND WINDOWS
00D_# ASTIC DOO
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Leaks in exterior walls due to inadequate
caulking.

Joints and cracks in exterior wall surfaces
and around openings shall be properly
caulked to exclude the entry of water.

Renovator will repair and/or caulk joints
or cracks in exterior wall surfaces as
required to correct deficiencies once,
during the Warranty period. Even properly
installed caulking will shrink and must

be maintained by the home owner during the
life of the home.

Warpage of exterior doors.

Exterior doors will warp to some degree

due to temperature differential on inside and
outside surface. However, they shall not
warp to the extent that they become inoperable
or cease to be weather resistant or exceed

1/4 inch, measured diagonal from corner to
corner.

Renovator will correct or replace and refinish
defective doors to match existing doors as
nearly as possible, during the

Warranty period.

Warpage of interior passage and closet doors.

Interior doors (full openings) shall not warp
in excess of 1/4 inch measured diagonally
from corner to corner.

Renovator will correct or replace and refinish
defective doors to match existing doors as
nearly as possible, during the

Warranty period.
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POSSIBLE DEFICIENCY Shrinkage of insert panels show raw wood

edges.

PERFORMANCE STANDARD Panels will shrink and expand, and may expose
unpainted surface.

RESPONSIBILITY None.

POSSIBLE DEFICLENCY Split in door panel.

PERFORMANCE STANDARD Spllt panels shall not allow 11ght to be

visible through the door.

RESPONSIBILITY Renovator will, if light is visible, fill
split and match paint or stain as closely
as possible, one time in Warranty period.

GLASS
POSSIBLE DEFICIENCY Broken glass.
PERFORMANCE STANDARD None.
- RESPONSIBILITY Broken glass not reported to the renovator
prior to closing is the home owner's
responsibility.

GARAGE DOORS ON ATTACHED GARAGE

POSSIBLE DEFICIENCY Garage doors fail to operate properly, under
normal use.

PERFORMANCE STANDARD Garage doors shall operate properly.

RESPONSIBILITY Renovator will correct or adjust garage
doors as required, except where the cause
is determined to result from owner actions
or negligence.

POSSIBLE DEFICIENCY . Garagevdoors allow entrance of snow or water.

PERFORMANCE STANDARD Garage doors shall be installed as recommended
by the manufacturer. Some entrance of the
elements can be expected under abnormal
conditions.

RESPONSIBILITY ‘ " Renovator will adjust or correct garage doors
to meet manufacturer's recommendations.

9-73



WOoOD, PLASTIC AND METAL WINDOWS

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

WEATHERSTRIPPING AND SEALS

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: FINISHES
LATH AND PLASTER

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Malfunction of windows.

Windows shall operate with reasonable ease,
as designed.

Renovator will correct or repair as required.

Condensation and/or frost on windows.

Windows will collect condensation on interior
surfaces when extreme temperature difference
and high humidity levels are present.
Condensation is usually the result of
climatic/humidity conditions, created by the
home owner within the home.

Unless directly attributed to faulty installatio
window condensation is a result of conditions
beyond the Renovator's control. No corrective
action is required.

Air infiltration around doors and windows.

Some infiltration is normally noticeable
around doors and windows, especially during
high winds. Poorly fitted weatherstripping
shall be adjusted or replaced. It may be
necessary for the owner to have storm doors
and windows installed to provide satisfactory
solutions in high wind areas.

Renovator will adjust or correct poorly fitted
doors, windows, or poorly fitted weather-
stripping.

Cracks in interior wall and ceiling surfaces.

Hairline cracks are not unusual in interior
wall and ceiling surfaces. Cracks greater than
1/8 inch in width shall be repaired.

Renovator will repair cracks exceeding 1(8 inch
in width as required, one time only, during
Warranty period. (See also painting).
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GYPSUM WALLBOARD
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

CERAMIC TILE
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD
RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

Defects which appear during the Warranty
period such as nail pops, blisters in tape,
or other blemishes.

Slight "imperfections" such as nail pops,
seam lines and cracks not exceeding 1/8

inch in width are common in gypsum wallboard
installations and are considered acceptable.

Renovator will repair only cracks exceeding
1/8 inch in width, one time only, during the
Warranty period. (See also "Painting").

Ceramic tile cracks or becomes loose.
Ceramic tile shall not crack or become loose.

Renovator will replace cracked tiles and re-
secure loose tiles unless the defects were
caused by the owner's action or negligence.
Renovator will not be responsible for
discontinued patterns or color variations

in ceramic tile.

Cracks appear in grouting of ceramic tile.
joints or at junctions with other material
such as a bathtub.

Cracks in grouting of ceramic tile joints are
commonly due to normal shrinkage conditions.

Renovator will repair grouting if necessary;
one time only, during the Warranty period.
Renovator will not be responsible for color
variations or discontinued colored grout.
Regrouting of these cracks is a maintenance
responsibility of the home owner within the
life of the home.

9-75



FINISHED WOOD FLOORING

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONISIBILITY

RESILIENT FLOORING
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD
RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

Cracks developing between floor boards.

Cracks in excess of 1/8 inch in width shall
be corrected.

Renovator will repair cracks in excess of 1/8

" inch within the Warranty period, by filling

or replacing, at renovator's option.

Nail pops appear on the surface of resilient
flooring.

Readily apparent nail pops shall be repaired.

Renovator will correct nail pops which have
broken the surface. Renovator will repair
or replace, at Renovator's option, resilient
floor covering in the affected area with
similar material. Renovator will not be
responsible for discontinued patterns or
color variations in the floor covering.

Depressions or ridgés appear in the resilient
flooring due to subfloor irregularities.

Readily apparent depressions or ridges exceeding
1/8 inch shall be repaired. The ridge or
depression measurement is taken as the gap
created at one end of a six-inch straightedge
placed over the depression or ridge with three
inches of the straightedge on one side of
defect, held tightly to the floor.

Renovator will take corrective action as
necessary to bring the defect within acceptable
tolerance so that the affected area is not
readily visible. Renovator will not be
responsible for discontinued patterns or color
variations in floor covering.

Resilient flooring loses adhesion.

Resilient flooring shall not 11ft bubble
or become unglued.
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RESPONSIBILITY Renovator will repair or replace, at

. , Renovator's option, the affected resilient
flooring as required. Renovator will not be
responsible for discontinued patterns of
color variation of floor covering, or for
problems caused by owner neglect or abuse.

POSSIBLE DEFICIENCY Seams or shrinkage gaps show at resilient
flooring joints. ~

PERFORMANCE STANDARD Gaps shall not exceed 1/16 inch in width
‘ : in resilient floor covering joints. Where
dissimilar materials abut, a gap not to
exceed 1/8 inch is permissible.

RESPONSIBILITY Renovator will repair or replace, at Renovator's
option, the affected resilient flooring as
required. Renovator will not be responsible
for discontinued patterns or color variation
of floor covering, or for problems caused
by owner neglect or abuse.

PAINTING

POSSIBLE DEFICIENCY Exterior paint or stain peels, deteriorates
or fades.

PERFORMANCE STANDARD Exterior paints or stains should not fail Qduri:
the Warrnaty period. However, fading is
normal and the degree is dependent on
climatic conditions.

RESPONSIBILITY ‘ If paint or stain is defective, renovator
will properly prepare and refinish affected
areas, matching color as close as possible.
Where finish deterioration affects the
majority of the wall area, the whole area will
be refinished.

POSSIBLE DEFICIENCY Painting required as corollary repair because
' ‘'of other work.

PERFORMANCE STANDARD Repairs required under this Warranty shall be
finished to match surronding area as closely
as practicable. /

RESPONSIBILITY ' Renovator will finish repair areas as
indicated, exact color match cannot be
guaranteed.



POSSIBLE DEFICIENCY Deterioration of varnish or lacauer Tfinishes

PERFORMANCE STANDARD Natural Ffinishes on iInterior woodwork shall
not deteriorate during the Tfirst year of
ownership.- However, varnish type Ffinishes

used on the exterior will deteriorate rapidly
and are not covered by the Warranty.

RESPONSIBILITY Renovator will retouch affected areas of natural
Ffinish interior woodwork, matching the color
as closely as possible.

POSSIBLE DEFICIENCY Mildew or Tfungus on painted surfaces.

PERFORMANCE STANDARD Mildew or fungus will form on a painted surface
if the structure is subject to abnormal
exposures (i.e., rainfall, ocean, lake, or

river front).

RESPONSIBILITY Mildew or Tfungus TfTormation is a condition.
Renovator cannot control and is a home owner
maintenance item, unlless it is a result of
non-compliance with other sections of the
quality standards.

WAIL COVERING

POSSIBLE DEFICIENCY Peeling of wall covering.
PERFORMANCE STANDARD Peeling of wall covering shall not occur.
RESPONSIBILITY Renovator will repair or replace defect wall

covering applications.

POSSIBLE DEFICIENCY Edge mis-matching in pattern of wall covering.
PERFORMANCE STANDARD None.

RESPONSIBILITY None -

CARPETING

POSSIBLE DEFICIENCY Open carpet seams.

PERFORMANCE STANDARD Carpet seams will show. However, no

visible gap is acceptable.

RESPONSIBILITY Renovator will correct.
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POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

SPEC | Al. COATINGS

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: SPECIALITIES

10UVFRS AND VENTS

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

Carpeting becomes loose, seams separate
or stretching occurs.

wWall to wall carpeting, iInstalled as the
primary floor covering, when stretched
and secured properly shall not come up,
become loose, or separate from its point
of attachment.

Renovator will re-stretch or re-secure
carpeting as needed, if original installation
was performed by Renovator.

Spots on carpet, minor Tfading.

Exposure to light may cause spots on carpet
and/Zor minor Ffading.

None.

Cracks i1n exterior stucco wall surfaces.

Cracks are not unusual iIn exterior stucco
wall surfaces. Cracks greater than 1/8
inch in width shall be repaired.

Renovator will repair cracks exceeding 1/8
inch in width, one time only, during the
Warranty period.

Inadeauate ventiliation of attics and crawl
spaces.

Attic and crawl spaces shall be ventilated
as required by the approved building code.

Renovator shall provide for adequate
ventilation. Renovator will not be responsible
for home owner alterations to the original
system.
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FIREPLACES
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD
RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD
RESPONSIBILITY

Fireplace or chimney does not draw properly.

A properly designed and constructed fireplace
and chimney shall function properly. It is
normal to expect that high winds can cause
temporary negative draft situations. Similar
negative draft situations can also be caused
by obstructions such as large branches of
trees too close to the chimney. Some homes
mayv need to have a window opened slightly to
create an effective draft if they have been
insulated and weatherproofed to meet high
energy conservation criteria.

Renovator will determine the cause of

malfunction and correct, if the problem is
one of design or construction of the fireplace.

Chimney separation from structure to which
it is attached.

Newly built fireplaces will often incur slight
amounts of separation. Separation shall not
exceed 1/2 inch from the main structure in
any 10 foot vertical measurement.

Renovator will determine the cause of separat

and correct if standard is not met. Caulkinc
is acceptable.

Firebox paint changed by fire.

None.

None. Heat from fires will alter finish.

Cracked firebrick and mortar joints.

None.

None. Heat and flames from "roaring" fires
will cause cracking. :
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TOPIC: EQUIPMENT

RESIDENTIAL EQUIPMENT
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD
RESPONSIBILITY

TOPIC: MECHANICAL
. . ﬁ
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

Surface cracks, joint delaminations and
chips in high pressure laminates on
vanity and kitchen cabinet countertops.

Countertops fabricated with high pressure
laminate coverings shall not delaminate.

Renovator will replace delaminated coverings
to meet specified criteria. Renovator will
not be responsible for chips and cracks
noted following occupancy.

Kitchen cabinet malfunctions.

Warpage not to exceed 1/4 inch as measured from
face frame to point of furthermost warpage
with door or drawer front in closed po§ition.

Renovator will correct or replace doors or
drawer fronts.

Gaps between cabinets, ceiling or walls.
Acceptable tolerance 1/4 inch in width.

Renovator will correct to meet Performance
Standard.

e
Plumbing pipes freeze and burst.

Drain, waste and vent, and water pipes.

shall be adequately protected, as required

by applicable code, during normally anticipated
cold weather to prevent freezing.

Renovator will correct situations not meeting

the code. It is the home owner's
responsibility to drain or otherwise protect
lines and exterior faucets exposed to
freezing temperatures.
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Eu/™~mm
POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

HEATING

POSSIBLE DEFICIENCY

Faucet or valve leak.

No valve or Tfaucet shall leak due to defects
in material or workmanship.

Renovator will repair or replace the
leaking Tfaucet or valve.

Defective plumbing fixtures, appliances or
trim Ffittings.

Fixtures, appliances or TFfittings shall comply
with their manufacturer™s standards.

Renovator will replace any defective fixture
or Fitting which does not meet acceptable
standards, as defined by the manufacturer.

Noisy water pipes.

There will be some noise emitting from the
water pipe system, due to the Fflow of water.
However, water hammer shall be eliminated.

Renovator cannot remove all noises due to
water flow and pipe expansion. Renovator
will correct to eliminate "water hammer".

Cracking or chipping of porcelain or Ffiber-
glass surfaces.

Chips and cracks on surfaces of bathtubs and
kitchen sinks can occur when surface is hit
with sharp or heavy objects.

Renovator will not be responsible for repairs

unless damage has been reported to renovator
prior to occupancy.

Inadequate heating.
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PERFORMANCE STANDARD Heating system shall be capable of producing
an inside temperature of 70 F, as measured
in the center of each room at a height of
5 feet above the floor, under local outdoor
winter design conditions as specified in
ASHRAE handbook. Local energy codes shall
supersede this standard where such codes have
been locally adopted.

RESPONSIBILITY Renovator will correct heating system to
provide the required temperatures. However,
owner shall be responsible for balancing
dampers, registers and other minor adjustments

REER]GERATION
POSSIBLE DEFICIENCY Inadequate cooling.

PERFORMANCE STANDARD Where air-conditioning is provided, the cooling
system shall be capable of maintaining a
temperature of 78 °F, as measured in the center
of each room at a height of 5 feet above the
floor, under local outdoor summer design
conditions as specified in ASHRAE handbook.
In_the case of outside temgeratures exceeding
95"F, a differential of 15°F from the outside
temperature will be maintained. Local energy
codes shall supersede this standard where
such codes have been locally adopted.

RESPONSIBILITY / Renovator will correct cooling system to

+ meet temperature conditions, in accordance
with specifications.

CONDENSATION LINES

POSSIBLE DEFICIENCY Condensation lines clog up.
PERFORMANCE STANDARD None.
RESPONSIBILITY Condensation lines will clog eventually under

normal use. This is a home owner maintenance
item. Renovator shall provide unobstructed
condensation lines at time of occupancyv.
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EVAPORATIVE COOLING
POSSIBLE DEFICIENCY Improper mechanical operation.

PERFORMANCE STANDARD Equipment shall function properly at temperature
standard set.

RESPONSIBILITY Renovator will correct and adjust so that
_ blower and water system operate as designed.

AIR DISTRIBUTION

POSSIBLE DEFICIENCY Noisy ductwork.

PERFORMANCE STANDARD When metal is heated it expands and when
cooled it contracts. The result is "ticking"
or "cracking" which is generally to be
expected.

RESPONSIBILITY None.

TOPIC: ELECTRICAL |

EL ORS, D T_BREAKER!

POSSIBLE DEFICIENCY Fuses blow or circuit breakers (excluding

ground fault interruptors) "kick out".

PERFORMANCE STANDARD Fuses and circuit breakers shall not activate
under normal usage.

RESPONSIRILITY , Renovator will check wiring cirucits for
conformity with local or approved national
electrical code reguirements. Renovator
will correct circuitry not conforming to
code specifications.

POSSIBLE DEFICIENCY Drafts from electrical outlets.
PERFORMANCE STANDARD Electrical junction boxes on exterior walls

may produce air flow whereby the cold air
can be drawn through the outlet into a room.
The problem is normal in new home construction

RESPONSIBILITY ’ None.
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4

POSSIBILE DEFICIENCY .
PERFORMANCE STANDARD

RESPONSIBILITY

[N

SERVICE_AND DISTRIBUTION
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: MECHANICAL

WATER SUPPLY SYSTEM
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Malfunction of electrical outlets, switches
or fixtures.

All switches, fixtures and outlets shall operate
as intended, |

Renovator will repair or replace defective
switches, fixtures and outlets.

Ground fault interruptor trips freguently.

Ground fault interruptors are sensitive safety
devices installed into the electrical system
to provide protection against electrical shock.

These sensitive devices can be tripped very
easily.

Renovator shall install ground fault interruptor
in accordance with approved electrical code.
Tripping is to be expected and is not covered,
unless due to a construction defect.

SYSTEMS

" Water supply system fails to deliver water.

All on-site service connections to municipal
water main and private water supply shall be
the Renovator's responsibility. Private
systems shall be designed and installed in
accordance with all approved building,
plumbing and health codes.

Renovator will repair if failure is the result
of defective workmanship or materials. If
conditions beyond renovator's control disrupt
or eliminate the sources of the supply the
renovator has not responsibility.
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SFPTIC TANK SYSTEM

POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

PLUMBING

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

Septic system Tfails to operate properly.

Septic system shall be capable of properly
handling normal Fflow of household effluent.
Septic system shall be designed and installed

to comply with building, plumbing and health
codes.

Renovator will repair if Ffailure is the result
of defective workmanship or materials.
Renovator will not be responsible for
malfunctions which occur through owner
negligence or abuse or from conditions that
are beyond renovator®s control, such as
freezing, soil saturation, iIncrease in water
table, excessive use, etc. Owner shall be
responsible for septic system maintenance.

Leakage from any piping.
No leaks of any kind shall exist in any soil,
waste, vent or water pipe. Condensation on

piping does not constitute leakage, and is not
covered.

Renovator will make repairs to eliminate leakage

Stopped up sewers, Fixtures and drains.

Sewers, TFixtures and drains shall operate
properly.

Renovator will not be responsible for sewers,
Fixtures and drains which are clogged through

the owner®s negligence. If a problem occurs,
the owner should consult renovator for a
proper course of action. Where defective

construction is shown to be the cause,
Renovator will assume the cost of the repair,
where owner negligence is shown to be the
cause, the owner shall assume all repair costs.
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POSSIBLE DEFICIENCY

PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: MECHANICAL

AIR DISTRIBUTION
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

TOPIC: ELECTRICAL
POSSIBLE DEFICIENCY
PERFORMANCE STANDARD

RESPONSIBILITY

Refrigerant lines leak.

Refrigerant lines shall not develop leaks
during normal operation.

Renovator will repair leaking refrigerant
lines and re-charge unit, unless damage
was caused by owner.

Ductwork separates or becomes unattached.

Ductwork shall remain intact and securely
fastened.

Renovator will re-attach and re-secure all
separated or unattached ductwork.

Failure of wiring to carry its designed load.

Wiring should be capable of carrying the
designed load for normal residential use.

Renovator will check wiring for conformity
with local or approved national electrical
code requirements. Renovator will repair

wiring not conforming to code specifications.



9.3 ALTERNATIVES IN DOCUMENTATION

There are a number of alternatives in the formats of the documentation
package that may better meet the requirements in some areas.

The list below outlines some of the alternatives:

1. It is possible to have only one document given to the consumer to
form the contract which offers protection on the part of the warranty
program. This document could be given to the consumer when the
enrolIment is confirmed. The coverage would change in nature from
deposit to warranty and then to major structural coverage upon the
happening of specified events. If this method is followed care must
be taken that the consumer is not confused by the different coverages
offered and understands any limitations which may apply.

2. An alternative format for the Certificate of Completion and the
Limited Warranty Certificate is that they can be printed on the same
form and be delivered to the consumer by the renovator upon
completion of the project.

3. If a renovation warranty program wishes to require its members to use
a standard contract form it may wish to make the enrollment and the
contract one form.

9.4 LIMITATIONS IN USE OF DOCUMENTS

The documents included in this report have been reviewed by Mr. W. A.
Johnson, the legal consultant to the project, but are not intended for use
in any jurisdiction without detailed review by legal counsel to insure
conformity with applicable statutes.
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CHAPITRE 1

SOMMAIRE - RECOMMANDATION

1.1 CONTEXTS

En 1983, le president de 1"Association canadienne des constructeurs
d"habitation (ACCH, anciennement, l1l"Association canadienne de I"habitation et
du developpement urbain) acceptait de fournir an ministre federal responsable
du Hlogement, un rapport preliminaire sur la faisabilite d"un regime de
garantie des renovations residentielles.

Le rapport preliminaire, rendu public en octobre 1983, concluait qu"il serait
aussi possible que pratique d"instaurer un programme de garantie-renovation,
a des conditions particulieres, et qu”il faudrait poursuivre 1l"etude, afin de
regler un certain nombre de details en suspens.

La Societe canadienne d"hypotheques et de logement acceptait par la suite de
financer le Conseil national de garantie de 1"Association canadienne des
constructeurs d"habitations, pour qu®"il complete 1l analyse de faisabilite et
prepare un modele pouvant servir a la mise en oeuvre d"une
garantie-renovation.

Un comite permanent compose de representants du comite de renovation de
1"ACCH, du Conseil national de garantie de 1"ACCH et de la Societe canadienne
d"hypotheques et de logement etait ensuite cree pour travailler avec les
experts-conseils choisis.

La faisabilite ne peut etre etablie que par 1"evaluation d"un certain nombre
d"elements. Le rapport principal les enonce en detail, et nous en donnons
ici les grandes lignes:

- Les besoins du public en matiere de protection. L"objectif vise est
celui de deceler les problemes que les consommateurs ont rencontres
quand 1ils ont entrepris de Tfaire renover leur maison, ainsi que
1"origine de ces problemes et la nature des pertes financi”res subies,
si ces renseignements sont connus. Get element permettra d"etablir la
protection requise et de determiner si une garantie pourra repondre
aux besoins du public.

- Le desir que manifestent les consommateurs et les entrepreneurs en
renovation de souscrire une protection. Get element se fonde sur le
besoin, tel que le congoivent les consommateurs qui projettent des
travaux de renovation, sur le volume des plaintes que regoivent divers
organismes au sujet de travaux de renovation, et sur 1l1"examen de
1"experience des Programmes de garantie des maisons neuves, au Canada,
et du Home Owners Warranty Remodeler Program, aux Ffitats-Unis. Cette
etape vise 1l"estimation du besoin, s"il en est, de 1"appui des
preteurs, des assureurs hypothecaires et des gouvernements pour un
programme de garantie protegeant les consommateurs qui ne se
protegeront pas d"eux-memes.
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- La quantite et la valeur des travaux de renovation entrepris ou
projet8s dans un avenir rapproche, au Canada. C"est dire qu’il faut
~valuer lTactivitS dans ce secteur, et en 8tablir la relation avec les
besoins et la demande publique, pour mesurer le marche eventual d"un
programme de garantie-renovation et Ffixer le niveau minimal sans
lequel celui-ci ne peut 8tre rentable.

- L"importance des pertes qu“un programme de garantie-renovation risque
d"essuyer. Il faut extrapoler les pertes d l"aide des donnees connues
sur les Programmes de garantie des maisons neuves, et estimer le cout
d"une assurance couvrant ce risque. Ces etapes debouchent sur un cout
unitaire de gestion des risques, lequel peut servir S 1"analyse de
faisabilite.

- Projection quant a Sexploitation rentable d"une garantie-r8novation.
Il est possible d"€tablir le codt d"une garantie par projet, au moyen
d*un certain nombre de scenarios et G divers niveaux d"activitg.
Cette gtape nous permettra de connaltre les circonstances favorables a
la faisabilitg du rggime, le cas gchgant. Aux fins de 1"analyse, le
comitg permanent a fixg A 50 $ le droit d'inscription moyen, parce
quil jugeait que ce montant stimulerait la demande.

En plus des aspects financiers, nous avons aussi examing les aspects
structuraux du rggime. Les structures juridiques des Programmes de garantie
des maisons neuves ont aussi gtg examinges, tout comme les incidences, en
matiere d"impot sur le revenu, d"un certain nombre d"autres structures.

Le mandat relatif a 1"gtude comprenait aussi la prgparation d"un ensemble de
documents modulles  pouvant servir de base G un programme de
garantie-rgnovation. D"abord semblables G ceux utilisgs pour les Programmes
de garantie des maisons neuves, les documents ont gtg modifigs ensuite
d*aprGs ceux qu-utilisent le Home Owners Warranty Remodeler Program des
fitats-Unis et le programme non assurg et TfTacultatif que le comitg de
rgnovation de 1"association des constructeurs d"habitations de la

Nouvelle-Ecosse met actuellement en oeuvre. Des documents noddies ont gtg
produits dans la plupart des cas; dans d"autres circonstances, les
dispositions particulieres portant prgcisgment sur la garantie-rgnovation ont
gtg dgtaillges afin qu“elles puissent etre intggrges aux formules de contrat
existantes. Ces documents ne sont pas dgfinitifs, mais sont offerts en guise
de modeles et de point de dgpart G la conception d"un ensemble de documents
qui rgpondront aux besoins d"un programme donng.

Le Comitg permanent devra complgter les donnges limitges qu®il a obtenu au
sujet de la nature exacte des plaintes exprimges par les consommateurs et
des pertes qu"ils ont subies, avant de dgterminer la protection exactement
requise, quel que soit le domaine.

Les projections financiGres ont gtg prgparges G partir d"hypothdses trds
ggngrales, qui ne tiennent pas compte des diffgrents facteurs logistiques et
structuraux de 1"Industrie, car il faudrait un agencement de frais ggngraux
diffgrent, pour chaque rggion du Canada. Il faudra laisser au groupe
provincial ou rggional intgressg la tache d"aborder ces aspects avant
1"adoption d"un programme.
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Depuis la premiere r8union du Comit8 permanent tenue en avril 1984, Ile

programme Garantie-R8novation a vu le jour au Qugbec (ler janvier 1985). Ce
programme gtablira les paramStres relatifs ~ la protection et servira de
raoddle & tout programme subsiquent. Le programme du Qugbec diffgre du

programme ‘'autonome'™ de notre gtude, en ce qu"il fonctionne comme une
division de 1"Association provinciale des constructeurs d"habitations du
Qugbec, de pair avec le Programme de garantie des maisons neuves, et qu”il
partage les frais ggngraux des deux organisations existantes.

L"gtude n"a pas donng lieu A une recherche inusitge, mais s"est limitge A la
collecte de donnges pertinentes obtenues d"une varigtg de sources reconnues.
L origine des donnges et les contraintes suscitges par l1l"absence de donnges
sont prgcisges dans chaque chapitre du rapport. Le comitg permanent a
examing et discutg en dgtail toutes les donnges recueillies. Il a gmis ses
recommandations et conclusions aprgs quatre rgunions tenues en 1984, et qui
ont abouti A un accord ggngral.

1.2 RECOMMANDATIONS ET CONCLUSIONS CONCERNANT LA FAISABILITFi

Le Comitg en est venu A la conclusion qu”il n"est actuellement pas possible
dTinstituer des programmes provinciaux ou rggionaux de garantie-rgnovation
facultatifs, pour les raisons suivantes:

1. DT aprAs les indications actuelles de la demande du marchg, on ne
peut raisonnablement s"attendee que le revenu des iInscriptions
couvre les frais d"administration et les demandes d"indemnitgs
rattachgs A ce programme.

2. Les souscripteurs d"assurance hgsitent A offrir une protection pour
un programme distinct et Tfacultatif, sans tgmoignage que le
programme pourra rgpondre A ses obligations financiAres.

3. Il n"existe pas assez de preuves concrAtes du besoin de protection
des consommateurs

1.3 MODULE DE GARANTIE-RGNOVATION

Le Comitg permanent a relevg plusieurs formes de protection, pour le cas ou
la garantie devait plus tard se rgvgler souhaitable.

La protection dgcrites plus loin provient de donnges incomplAtes (voir la
partie 4 du chapitre 3). Elle est congue pour permettre des rajustements
correspondant aux besoins, qui seraient mieux circonscrits une fois
expgrimentges et gtayges les plaintes et demandes d"indemnitgs des
consommateurs.

La protection requise varie d"une rggion A 1"autre du pays. Tout programme

de garantie-rgnovation doit prgvoir des limites et des formes de protection
prgeises satisfaisant des besoins particuliers
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D'apréds l'expérience des Programmes de garantie de maisons neuves et le peu
de données connues, le programme de garantie-rénovation pourrait offrir les
formes de protection suivantes:

1.

Protection des acomptes

I1 faudrait wune protection limitée des acomptes, comme fagon
d'encourager les consommateurs d agir avec sérieux, quand 1ils
avancent des fonds aux entrepreneurs en rénovation. La protection

pourrait se limiter & un pourcentage de la valeur du contrat de
rénovation, jusqu'd concurrence d'un montant maximal.

Garantie du travail et des matériaux

Cette protection durerait un an et protégerait le rénovateur; c'est
dire qu'elle ne prendrait effet que si le rénovateur négligeait de
respecter les dispositions de sa garantie.

I1 faudra adopter, en matiére d'exécution, des lignes de conduite
que les rénovateurs devront respecter.

Les dispositions de 1la garantie devront tenir compte des
répercussions possibles des nouveaux travaux et matériaux sur la
structure existante. Pour préciser la protection, il serait par
exemple possible de la limiter aux nouveaux travaux et matériaux
énoncés dans le contrat liant le rémnovateur et son client.

Vices de construction importants

Cette protection prolongerait d'autant, la période de garantie d'un
an sur le travail et les matériaux. Elle pourrait faire 1'objet des
mémes limites de protection financiére que pour la premiére année de
garantie. La garantie contre les vices de construction importants
offrirait une protection contre 1les défaillance des &léments
porteurs de la charpente de la maison, par suite de modifications ou
d'ajouts précisés dans le contrat de rénovation.

11 faudra élaborer des directives visant précisément la nature des
vices de construction importants et les obligations du rénovateur.

Les garantie reléverait des responsabilités prévues par le programme
de . garantie, sauf dans les cas de négligence de 1la part du
rénovateur. A cette fin, fait preuve de nédgligence le rénovateur
dont les actes risquent vraisemblablement de causer des vices et
qui, le sachant, ne prend aucune mesure pour redresser la situation.

Réglement des plaintes
La garantie comprendrait aussi un processus de conciliation que le

propridtaire ou le rénovateur pourrait amorcer en versant un droit
remboursable, une fois prouvé le sérieux du grief.
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5. Agrément des entrepreneurs en rénovation

Des méthodes devront &tre é&élaborées, qui permettront de déterminer
si les rénovateurs possédent les compétences requises pour &tre
agréés 3 un programme de garantie, compte tenu de leurs capacités
techniques et financiéres et de certaines données pertinentes.

L'ampleur et la diversité de cette industrie si complexe rendront le
tri difficile.

Les points suivants doivent &tre envisagés préalablement 3 la mise en oeuvre
d'un programme de garantie-ré&novation:

1.

Chaque programme &tabli doit faire 1'objet de projections visant
1'exploitation et les pertes, afin que le montant nécessaire au
financement de 1'administration, des pertes et des primes
d'assurance soit réservé sur chaque droit d'inscription percu.

Dans la mesure du possible, les programmes de
garantie-rénovation devront prévoir une entente d'assurance
générale qui réduira le montant des primes versées pour chaque
programme, en offrant 3 1'assureur, wune prime totale plus
élevée. Puisque des personnes morales distinctes verront
vraisemblablement le jour 3 des moments différents, dans les
diverses régions du pays, ce concept n'est réalisable qu'aprés
le lancement de deux programmes de garantie-rénovation. La
participation d'un certain nombre de programmes 3 une entente
d'assurance globale ré&duirait le montant de la prime totale,
accroitrait 1'étalement du risque et, partant, représenterait
une épargne considérable pour les participants, tout en offrant

une formule encore aussi attrayante pour l'assureur.

L'entente d'assurance favorisée est celle qui stipule que seul
le coilit de 1'assurance, et non le montant des pertes, doit &tre
versé aux assureurs. En conséquence, le programme de
garantie-rénovation sera en mesure de gagner de 1'intéré&t sur
les fonds réservés aux pertes &ventuelles.

Tout programme de garantie—rénovation devra viser au moins 5 000
inscriptions par année pour offrir un Dbaréme de droits
acceptable.

Le programme ne pourra atteindre ce niveau minimum d'activité
sans l'appui total de l'industrie.

Des sociétés constituées selon les lois fé&dérales devront é&tre
utilis@es pour assurer la cohérence dans l'ensemble du pays.

La Partie 2 de 1la Loi sur les corporations canadiennes
correspondant au libellé de la Loi de 1'impdt sur le revenu, en
ce qui concerne les sociétés sans but lucratif, les risques de
problémes reliés au statut fiscal devaient s'en trouver ré&duits.
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Le comite reconnalt qu®"il a ete difficile de chercher a creer un
regime national de garantie des maisons neuves et recommande,

comme etant la solution la plus pratique, le recours,
r8gionalement, a des societ8s constituees en vertu de lois
federales.

1.4 AUTRES RECOMMANDATIONS ET OBSERVATIONS

Les efforts deployes pour informer le public, dont temoigne la publication
des brochures "Les relations avec 1llentrepreneur'”™ de la Societe canadienne
d*hypotheques et de logement, et "Plans, Permits & Payments - Home
Renovations and Improvements"” du Ministere des affaires municipales et du
logement de 1"Ontario, doivent etre pouss8s plus loin et coordonnSs en vue de
1"utilisation maximale des ressources disponibles dans 1"ensemble du pays.

Les organismes qui reqoivent les plaintes des consommateurs concernant des
travaux de renovation, doivent penser a classer les plaintes d"une facjon qui
dSmontrera 1le besoin de protection du consommateur dans des domaines
particuliers. Avec ces preuves a I"appui, il sera possible d"evaluer plus
precisement le besoin d"un regime de garantie.

La serie de cours de formation conqus par la Societe canadienne d"hypotheques
et de logement et actuellement au programme de bon nombre de colleges
communautaires canadiens devraient etre ouverts au plus grand nombre
d"entrepreneurs en renovation possible, et coordonnes aux autres cours
offerts, dans le but de maximiser 1 "utilisation des ressources.

Il faudrait envisager, pour tout programme de garantie etabli, d"adopter les
cours comme critere d"adhesion, afin d"encourager les membres de 1"Industrie
& les suivre.

Le Comite est d"avis que, de preference, 1"Industrie doit se r8glementer
elle-m8me, avec |I"appui et 1la collaboration du gouvernement, plutot que
d"etre assujettie 5 un programme de garantie ayant force de loi et quTelle
n"appuirait pas entierement.

Il faut tenir compte, dans la redaction des contrats de vente destines aux
rinovateurs, du texte des lois provinciales applicables aux ventes conclues
chez les consommateurs, par opposition a celles qui se deroulent dans les
bureaux des renovateurs. Les regies different d"une province A 17autre, et
les formules de contrat doivent y correspondre.

Les documents compris dans ce rapport ont et€ examines par M. W.A. Johnson,
expert-conseil juridique pour le projet, mais ne doivent pas etre utilises
dans quelque circonscription que ce soit, sans que le conseiller juridique ne
les examine en detail pour en verifier Ila conformite avec les lois
applicables.
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