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Financial Loss Coverage for

contract homes
protect yourself from risk

Protect Yourself
From Financial Loss
Building a home on property
that you already own has a lot of
advantages, like the freedom
to customize and personalize it
the way you want.
It also comes with some risks.
The contract between you and the
person you hire to build your new
home can potentially break down
to the point where construction
stops before your home is finished.
The good news is that Ontario’s
new home warranty provides
coverage for financial losses you
may experience when your builder
fails to substantially perform
your contract.
Read on to find out how you can protect yourself
against this situation before it happens, and what you
can do if it does.

We want your dream home
to become a reality. Take
the proper steps to protect
yourself. If you have any
questions, we’re here to help.
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What to do

What to do

Before You Enter Into a
Building Contract

If Your Building Contract
Breaks Down

Protect yourself! Before you enter into a contract
with someone to build your new home, be sure to
do the following:

Contracts sometimes fall through during construction
for a variety of reasons. If your builder has stopped all
work and you are left with a partially completed
home, Tarion can help. Here is what you need to do:

ake sure your builder is registered.
M
Anyone who builds a new home in
Ontario must be registered with Tarion.
To confirm that the builder you want
to hire is registered, visit the Ontario
Builder Directory on our website.

 et a written contract.
G
Don’t rely on verbal agreements
that can easily fall apart and make it
difficult to prove what was agreed to.
Put it all down in writing.
Your contract should clearly state
what you are getting, how much it’s
going to cost, and what each person
is responsible for.

 et help from a lawyer.
G
Have a real estate lawyer prepare, or
at least review, the written contract
before you sign it.
A lawyer will help you understand
your rights and obligations under
the contract and ensure that your
interests are protected, particularly
if the relationship between you and
your builder breaks down during
construction.
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Stop all work on your home.
Don’t try to find someone else who can
pick up where your builder left off, or
fix defects that your builder may have
caused. For your claim to be considered,
Tarion needs to assess your home
in the state it was in when your builder
stopped construction.

Contact Tarion.
Submit a Financial Loss claim. To assess
your claim we will consider the terms
of the contract with your builder, why
the contract ended, what level of
completion your home is at, and how
much money you paid into it so far.
It’s important for you to keep a record
of the payments you made to your
builder. We’ll ask you for copies
of cheques.

If you're able to prove that your builder failed to
substantially perform your contract, and that the
payments you made to your builder exceed the value
of the work and materials they provided, Tarion may
compensate you for the difference to a maximum
of $40,000. So you’ll be able to put the problems
behind you and get back to building your new home.
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contract homes

Frequently Asked
Questions


he builder I’m hiring says the cottage I want him
T
to build is a seasonal home and does not qualify for
warranty coverage. Is this true?



I
f the dwelling you are building is capable of year-round
habitation and constructed in accordance with Part 9 of
the Ontario Building Code, then it is considered a home
under the Ontario New Home Warranties Plan Act. As
a result, your builder must be registered with Tarion and
must enrol your home in the warranty program.



cottage will not qualify for warranty coverage if it
A
is not built on a permanent foundation or does not have
insulation or year-round heating.



he home that is being built for me is only partially
T
completed, but I don’t like the quality of the builder’s
work. If I fire him and hire another builder to
complete my home, what happens to my warranty?



he seven-year warranty against defects applies to a
T
new home where one builder is responsible for all the
materials and labour to complete it. If you choose to
terminate the contract prior to completion, your home
may be disqualified from warranty coverage.



e’re going to supply our own cabinets, countertops,
W
and backsplash. Our builder told us that this is
considered an owner-built home and does not qualify
for warranty coverage. Is this correct?



enerally, your home qualifies for warranty coverage if
G
your builder hires the trades responsible for its essential
elements. If you provide some finishing items, such
as flooring, interior trim, and painting, they would be
excluded from the coverage.
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