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our mandate
Tarion is a private corporation that was created in 1976 to provide for the regulation of new home
builders and the administration of a warranty plan that protects home buyers in Ontario from
certain risks associated with the purchase of a new home.
Our overall mandate is to administer the Ontario New Home Warranties Plan Act and includes:

• Protecting new home buyers from builder failures or defaults (such as substandard construction,
faulty workmanship and materials, incomplete construction and loss of deposits), through the
development, promotion and administration of statutory warranties.

• Promoting better communication between builders and buyers of new homes.
• P roviding new home buyers with a forum for complaints about builders and assisting in their
expeditious and equitable resolution.

• Establishing and maintaining a guarantee fund that provides for the payment of compensation
under the Plan.

• Informing and educating new home builders, and through research programs promoting progressive improvement in the quality of housing in Ontario.
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Message from the Chairman of the Board
As I complete my first year as the Chairman of the Board of Tarion, I can look forward, confident,
that we will continue to provide peace of mind to new home buyers and builders in Ontario even as
we face the challenges of an uncertain economy. Along with my arrival early in the year, Tarion also
welcomed Howard Bogach as its new President and CEO. Previously, Howard was President and
CEO of Credit Union Central of Ontario (CUCO) and he brings over 20 years of experience in the
financial services, cooperative and member service sectors.
Together we aim to bring a new customer focus to the way in which Tarion delivers its mandate. To
that end, the Board has worked with Management to develop a new three-year strategic plan that
will come into effect in 2009. It takes the realities of the current economy into account while aiming
to make Tarion a more flexible, creative and efficient organization.
One of the initiatives introduced in 2008 to advance the company’s service culture was the launch
of a New Home Buyer Ombudsperson Office which offers a second avenue of assistance to homeowners who have gone through the warranty process but don’t feel their concerns were heard by
Tarion. The office will impartially and independently assess and resolve complaints about Tarion’s
conduct. It will also serve as a source of information, referral and education to help homeowners
access existing channels of assistance and recommend improvements to current policies, regulations
and procedures.
Last year, new policies were also introduced in response to a significant increase in the number of
homeowners experiencing delays in the closing or occupancy of their home. These new policies
require disclosure of key information in the Agreement of Purchase and Sale to help consumers
understand whether a delay is probable. They also increase the amount of compensation that homeowners receive when a delay does occur.

Harry Herskowitz
Chairman of the Board

Some changes were made at the Board level as well. As we work toward becoming a more transparent
organization, we felt it was important to establish a Governance Committee to help ensure we are
following best practices in corporate governance. The Committee will provide recommendations on
important matters such as the nomination process and help ensure Directors have the appropriate
skills and background to address Tarion’s business issues. A Human Resources and Compensation
Committee was also created. Comprised of five independent Directors this committee is responsible
for approving the annual objectives and compensation for the President and CEO and for assisting
with other matters related to compensation and succession planning.
I would like to take this opportunity to thank Tarion’s outgoing President and CEO, Greg Gee and
its former Board Chairman Bob Wade, for their dedication and contributions to Tarion. Under their
leadership many important changes were made including extensive automation of the company’s
processes and the development of several policies benefitting home buyers. I would also like to
thank Mark Basciano, President of Mountainvew Homes who served on the Board as an Observer in
2008 for the Ontario Home Builders’ Association (OHBA). In addition, I would like to welcome new
Board members Michael Lio, President, Lio & Associates and Frank Giannone, President of Fram
Building Group who will serve as OHBA Observer for the coming year.
As we face the economic challenges before us, I am certain that Ontario’s home builders and our
dedicated employees will continue to work in partnership to support new home buyers across Ontario.
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Message from the President and CEO
The past year was a challenging one for Tarion. A number of factors affected our bottom line including a dampened housing market, turmoil in the financial markets and higher claims. Despite this,
we closed out the year on solid footing with $93.8 million in total equity. Our continued success is
due in no small part to the caring and commitment of our employees and to the significant efforts
of Ontario’s builders who continue to provide quality homes to new home buyers.
We have some exceptional builders in this province, but no home is perfect. Fortunately, one of the
benefits of buying a new home in Ontario is the fact that it comes with a statutory warranty which
is offered by the builder and administered by Tarion. When issues about coverage arise, we offer a
responsible and open process to help home buyers and builders move toward a fair and amicable
resolution. Our staff works hard to ensure warranty matters are effectively resolved.
Since joining Tarion I have been able to observe this process firsthand by going along with some of
our field staff on home inspections as they determine whether specific issues are eligible for warranty coverage. I have also engaged with many homeowners directly to discuss their warranty issues
and concerns. In most cases, we are able to find an equitable solution and efficiently bring matters to
closure. On occasion we may run into difficulties as we look for an outcome that is acceptable to all
parties; however, this is to be expected given the nature of our business. We have also made mistakes
and we will never be perfect. But, we are striving to offer the highest level of service possible using
our experience and homeowner research as a guide for how we can improve.
I have also had the opportunity to meet with several builders individually and with local home
builders’ associations over the last several months and have truly been impressed with the passion
builders have for what they do and with the quality of the homes they build. I have also been incredibly impressed with the overall care for the community that is demonstrated throughout the
Ontario home building industry.

Howard Bogach
President &
Chief Executive Officer

In my first year as President and CEO, I have been privileged to work with an outstanding group of
employees who show dedication and concern for our customers in the work they do. I am proud
of their continued efforts to increase our service levels and raise the bar on the programs we offer
our customers.
Our 2008 Homeowner Satisfaction survey indicated that homeowners have a favourable overall
impression of Tarion. When questions or concerns do arise, our Contact Centre is available to provide answers and assistance. Last year we responded to over 100,000 callers on topics ranging from
warranty issues to questions about the complaint process to inquiries from builders about how to
enrol a home or register with Tarion. In an effort to provide more convenience, we are developing
a Homeowner Portal that will allow those who are making a warranty claim to submit forms and
track correspondence online.
I would also like to recognize and thank Harry Herskowitz both for his significant contributions as
Chairman of the Board and for being there to provide guidance and support to me as I adjusted to a
new role and a new industry. Our objectives for 2009 will be to meet the challenge of ever-increasing
consumer expectations against a background of economic uncertainty, while remaining focused on
improving the Tarion experience for all of our stakeholders.
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The Services We Provide
Warranty Protection
New home buyers in Ontario are entitled to warranty coverage of up to $300,000 over a seven year
term which is provided by the builder and backed by Tarion. There is also separate coverage of up to
$2.5 million for the common elements of a condominium (such as the lobby or garage).
Builders must enrol every new home with Tarion at a cost that ranges between $385.00 and $1,500.00
based on the selling price of the home. The warranty provides excellent value and remains with the
home for the full seven years, even if it is sold during this period. Although no home is perfect, and
some issues may arise, new home buyers in Ontario can take comfort in the fact that there is warranty coverage available to protect them from some of the risks associated with buying a new home.
Tarion administers the warranty and ensures that builders observe specific customer service standards. If a dispute about coverage arises we offer a process through which we will work with the
homeowner and the builder, as well as other parties such as the local municipality, to negotiate a
solution. In the event that a builder is unwilling or unable to address a statutory warranty issue,
Tarion will work directly with the homeowner to resolve the matter.
Homeowners who disagree with a particular outcome may appeal through the province’s Licence
Appeal Tribunal. If they feel that they have not been treated fairly by Tarion, they may contact
our New Home Buyer Ombudsperson. Builders who disagree with a Tarion decision may appeal it
through the Tarion Builder Arbitration Forum.
Warranty Coverage for New Homes in Ontario

• Protection of deposits up to $40,000 for freehold homes and $20,000 for condominium units.
• Compensation for certain types of delays in closing or occupancy.
• Protection against improper substitutions.
• A one year warranty requiring that the home is fit for habitation as well as free from defects in
1

Although no home is perfect,
and some issues may arise,
new home buyers in Ontario
can take comfort in the fact
that there is warranty coverage
available to protect them from
some of the risks associated
with buying a new home.

materials and violations of the Ontario Building Code.

• A two year warranty that protects against defects allowing water penetration, defects in the elec-

trical, plumbing and heating systems and the exterior cladding, and health and safety violations
of the Ontario Building Code.

• A seven year warranty that protects against work and material defects that adversely affect a loadbearing part of the home’s structure, cause it to fail or significantly affect use of the building as
a home.

Builder Regulation
In addition to standing behind the builder’s statutory warranty, Tarion acts as the Regulator of
the new home building industry. As such, we are responsible for licensing all new home builders
in the province and ensuring they have the technical experience, customer service capabilities and
financial capacity required to build new homes. Builder licensing occurs annually and it involves
the establishment of individual terms and conditions of registration in accordance with the Ontario
New Home Warranties Plan Act.

1

C
 ondominium deposits in excess of $20,000 are protected by the excess deposit provisions
of the Condominium Act.
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The Services We Provide
Education
Helping Homeowners Understand Their Warranty Rights
Buying a new home is one of the most significant investments most people will make in their lifetime. As a result, Tarion devotes considerable resources to helping homeowners understand their
warranty rights and responsibilities.
In addition to producing a Homeowner Information Package which builders are required to provide
to home buyers on or before their pre-delivery inspection, we maintain a website that provides
warranty information and helpful tools. The website received over 200,000 visitors in 2008 and
several improvements were made: the home page was re-designed to better highlight new information, a search function was added, and information about the new policies for closing delays was
added along with an interactive tool that allows homeowners to calculate potential closing and
occupancy dates.
In mid-2009 we will be moving these sessions online to make them accessible to consumers across
the province through tarion.com. We also have several publications available through our website
including brochures that provide warranty information and Construction Performance Guidelines
which explain the types of defects that are covered. In 2009 we will focus on improving homeowners’
understanding about their warranty coverage.

Helping Builders Understand Their Warranty Responsibilities

Dedicated Builder Relations
staff provide customer
service advice, explain policies
and help builders manage
warranty issues.

The last several years have brought significant evolution to the new home marketplace in Ontario.
Rising consumer expectations, reduced land availability and changing demographics have required
builders to adjust their product mix and their customer service policies.
Tarion has a dedicated Builder Relations team whose aim is to help builders manage marketplace
challenges and opportunities. Their goal is not only to ensure that builders understand what is
required to be in compliance with the Ontario New Home Warranties Plan Act, but also to leverage
the expertise they bring to a particular situation so their industry peers may benefit as well. This
approach led to the creation of File Review clinics which are used as educational forums to provide
customer service advice, explain policies and practices, and help builders manage warranty issues.
In 2008 these clinics were attended by more than 500 builders.
In 2008 we also conducted training sessions to educate builders about new delayed closing policies
that apply to all homes with an agreement of purchase and sale entered into on or after July 1, 2008.
A key focus of these policies is increased disclosure regarding important dates and construction
milestones and their introduction meant that all builders would have to change their homeowner
communication practices. Our training prompted a number of builders to create a more structured
homeowner dialogue which we expect will result in better managed expectations.

ta r i o n w a r r a n t y c o r p o r at i o n
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The Services We Provide
Claims Resolution
Tarion is responsible for administering a provincially-mandated new home warranty plan and for
ensuring homeowners receive the coverage to which they are entitled. Our Homeowner Information
Package describes the warranty and outlines the responsibilities of the builder, the buyer and Tarion.
Builders are required to provide a copy of this document to homeowners on or before their predelivery inspection. It includes forms on which outstanding deficiencies can be listed and submitted
to the builder and Tarion. In 2009, we will introduce a Homeowner Portal that will allow new home
buyers to submit forms online and view correspondence related to their warranty issue.
After a form is submitted, builders have a set period of time to resolve matters and, if a homeowner is
not satisfied with the resolution, they can call Tarion and request an inspection. Our Contact Centre
is open Monday to Friday from 9 a.m. to 5 p.m. and the staff is available to provide information,
respond to questions and concerns and schedule inspections. We will also intervene and resolve
minor matters without the need for an inspection.
In 2008 we began a pilot project that involved calling homeowners who had requested an inspection
to better understand their concerns. We focused on items submitted under the major structural
defect warranty that may not be eligible for coverage, such as nail pops or problems with siding which
are covered under the two-year warranty but may have been submitted in year four. Inspections
remained available to all homeowners, but some elected not to pursue their claim after realizing an
item would not be covered, particularly given there is a charge for inspections where no warrantable
items are found.
When an inspection is required, a member of our Claims staff visits the home to determine whether
the item(s) in question is covered under warranty. If it is, the builder will have 30 days to make
the repair(s). When this period elapses, we will contact the homeowner to determine the status of
the item(s). Should the matter not be resolved, we will re-inspect the home if necessary and work
directly with the homeowner to settle the matter.
It is our goal to be both helpful and efficient in our oversight of warranty coverage and to ensure
that all parties receive fair treatment. Taking our 2008 pilot project a step further, in 2009 we will
begin to contact some of the homeowners who request an inspection for issues beyond major structural defects to help ensure they understand what is eligible for coverage. Wherever possible we will
try to expedite the resolution of claims, which may involve contacting builders as well to explain
how a matter could be resolved without requiring further intervention from Tarion.

ta r i o n w a r r a n t y c o r p o r at i o n
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The Services We Provide
Success Stories
Customer Commitment Goes a Long Way
Bankruptcy can be a frightening situation for anybody. Imagine that you are a builder and you have
signed contracts with a number of purchasers to build them a new home but you find yourself running into financial difficulties.
That’s what happened with one Ontario builder in a small town last year. Some of the homes were
complete and the purchasers had moved in, but others had outstanding after-sales service issues
that needed to be dealt with. However, the builder had been forced to lay off the staff who would
normally do those jobs.
Knowing he was in trouble, this builder contacted Tarion, explained his situation and asked for help.
He recognized his obligation to his customers and wanted to work out a solution where he could
satisfy them, while restructuring his business.
How then to find a flexible and creative way to resolve everyone’s concerns? First, Tarion’s team met
with the builder to work out a plan whereby money he had provided us as security could be channeled into retaining trades to finish outstanding work orders.
We then visited the subdivision, spoke with homeowners, compiled an inventory of all the remaining work to be done and hired a project manager to complete the work. This information was conveyed to each homeowner along with a schedule for repairs to help manage their expectations about
timing and what would be done so there would be no surprises.
Tarion also advised the municipality of its plan of action and along with the project manager and
the builder (who because he was familiar with the project was able to provide valuable assistance)
set about to complete the remaining work in the subdivision.
The whole exercise proved to be a valuable learning experience about how to be flexible and creative
in a manner that allowed the builder to act in good faith and meet his obligations to his purchasers
while ensuring their rights were protected.

Town Hall Meeting Leads to Homeowner Satisfaction
There is a beautiful condominium project in the heart of downtown Toronto that includes a series
of unique four storey townhomes with solarium gardens on the top floor. Although the purchasers
of these units were attracted to their design, they found it was difficult to keep the top floor comfortably warm in the winter and cool in the summer. The builder had been slow to respond to their
concerns, so the owners, who were growing frustrated, contacted Tarion for help.
We convened a “town hall” meeting with the residents to hear their problems firsthand and come up
with a solution. The unit owners had clearly grown angry with their builder and were not confident
he had a viable solution to their heating and air conditioning issues. The builder insisted he could
fix the problem and attended the meeting with one of the homeowners who claimed the issue had
been resolved in the unit, thanks to the builder’s repairs.
However, the residents did not have confidence that the builder would produce a similar outcome
for them. Clearly neither side was happy. We determined that, with the residents’ permission, Tarion
would assume oversight of all the repairs, still using the builder’s solution, under our supervision.

ta r i o n w a r r a n t y c o r p o r at i o n
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The Services We Provide
The necessary repairs and alterations were accomplished at the builder’s expense, with Tarion onsite
throughout the repairs to co-ordinate workers’ access to the affected units, ensure work was done in
a timely fashion and that the units were left clean and in proper working order. When the work was
completed the homeowners were satisfied with the outcome.
Part of the issue in this situation was the fact that the builder had realized the repairs were going to
be challenging but had not communicated effectively with his purchasers. His customer service was
not where it needed to be and he recognized that improvements were necessary in order for him to
sustain his business. In the end, the homeowners received a properly functioning heating and airconditioning system and the builder learned a valuable lesson about customer service.

Homeowner Satisfaction
In 2008, research was undertaken to help Tarion understand how homeowners view our services
and where they could be improved. Questionnaires were mailed to over 51,000 consumers who took
possession of a new home in the previous year, and 13,408 homeowners responded. 1
The results were generally positive and consistent with a similar survey conducted in 2007.

• 86 per cent of homeowners have a favourable impression of Tarion.
• T he majority view us as accessible, believe we help home buyers understand their warranty, listen

to their needs and concerns, are easy to do business with and ensure home builders fulfill their
warranty obligations.

• 60 per cent were extremely or very satisfied with the service they received.
 e asked about courtesy, timeliness of response, follow up correspondence, ability to answer
•W

questions and ability to listen and understand homeowner needs. Satisfaction levels were consistent whether the interaction was by telephone, email or mail, and slightly lower among those who
had a conciliation inspection at their home.

Builder experience continues to have a significant impact on homeowners’ opinions of Tarion.

•

8 1 per cent of those who had an above expectations builder experience indicated high satisfaction
with Tarion.

86 per cent of homeowners
have a favourable impression
of Tarion.

• Only 44 per cent of those who had a below expectations experience with their builder, were highly
satisfied with us.

As part of this research, we asked homeowners for suggestions about how we can improve their
experience with us. Ideas included offering more proactive service, simplifying the language used in
our communication, enabling online form submission, being more transparent in our dealings with
builders, providing staff continuity during the management of a particular file and better educating
homeowners about the warranty process.
In 2009, we will be taking steps to implement a number of these suggestions through activities such
as the launch of our Homeowner Portal which will allow online form submission, a new approach
to inspections that we hope will improve expectations about what is and is not covered, and the
development of new tools for educating homeowners about the warranty.
1

The survey was conducted by Harris/Decima Research and is accurate to +/- 0.8%, 19 times out of 20.
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The Services We Provide
2008 Awards of Excellence
The Tarion Awards of Excellence recognize home builders in Ontario for providing excellent customer
service. The results are based on responses to a survey of homeowners that is conducted on behalf of
Tarion by Harris/Decima Research.* Survey questions focus on homeowners’ satisfaction with their
builder, covering every stage in the homeowner-builder relationship from the time the purchase
agreement is signed through construction and the pre-delivery period, to after-sales service.
There are four volume-based award categories: the High-Rise category is for builders with more than
100 high-rise possessions, the Large Volume category is for builders with over 100 freehold or low-rise
possessions, the Medium Volume category is for builders with between 21 and 100 freehold possessions,
and the Small Volume category is for builders with between 5 and 20 freehold possessions.
The following award recipients were announced at a Gala event held in the Michael Lee-Chin Crystal at the Royal Ontario Museum in Toronto:

HIGH-RISE
CATEGORY
Award Recipient:
Tridel
		
Finalists:
The Conservatory Group
The Daniels Corporation
MintoUrban Communities Inc.
Monarch Corporation

LARGE VOLUME
CATEGORY
Award Recipient:
Fusion Homes

MEDIUM VOLUME
CATEGORY
Award Recipient:
Noah Homes 			

SMALL VOLUME
CATEGORY
Award Recipient:
Sobella House & Home

Finalists:
Hayhoe Homes
Mattamy Homes
Tribute Communities
Quality Engineered Homes Ltd.

Finalists:
City Homes
Donwest Construction Limited
French’s Fine Homes
Ivystone Homes (1991) Ltd.

Finalists:
Amine Construction Ltd.
Apple Home Builders Ltd.
Les Entreprises Carrière
Terry Waito Homes Inc.

For more information about the Awards:
http://www.tarion.com/HOME/About+Tarion/Tarion+Awards+of+Excellence/2008+Award+Recipients.htm

* The survey mailed was to over 51,000 consumers who took possession of a new home in 2007.
Over 13,400 responses were received which represents 26 per cent of all new home buyers in 2007.
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Operations Overview
Builder Licensing and Underwriting
Residential construction had remained strong for many years, however last year marked the beginning of an economic shift that we expect to result in reduced new home construction in the near
term and a weakened economy that may affect builders for several years to come.
In 2008 a total of 61,320 new homes were enrolled with Tarion representing a one-year decline of
eight per cent—of these 37,916 were freehold homes and 23,404 were condominiums. Freehold
enrolments which were down 14 per cent year-over-year experienced the most significant decline as
condominiums continued to provide potential new home buyers with a more affordable option in
central locations close to public transit and other amenities. In fact, condominium enrolments in
2008 increased by three per cent over the previous year.
NEW HOME ENROLMENTS
80,000

74,845

73,733
62,408

70,000
60,000

54,655

50,000

50,048

43,015

66,958

44,151

40,000
30,000
20,000

20,190

23,685

19,393

61,320

37,916

22,807

23,404

2007

2008

10,000

2004

2005

Condominium Units

2006
Freehold Homes

While total enrolments 
declined in 2008, condominiums continued to increase
posting a three per cent
increase over the previous year.

Total Enrolments

Another consequence of increased condominium enrolments is a rise in the amount of security
held by Tarion. To protect our guarantee fund, many builders are required to post security which is
used to pay claims if they are unwilling or unable to resolve warranty issues. The amount of security
held by Tarion in 2008 rose to 1.8 billion largely to mitigate the risks associated with an increasing
number of high rise condominium projects under construction or being marketed.
Despite reduced enrolments, the number of builders registered in Ontario remained high in 2008.
As of yearend, there were 5,840 builders registered with Tarion. Over the last several years approximately 300 new builders have registered with Tarion each year. During the past year, 113 builders
were denied a license or had their license revoked by Tarion.

Claims Activity
After a home is enrolled with Tarion, construction takes place and then the purchaser takes
possession of their new home. The high level of home enrolments in recent years has resulted in
a corresponding increase in new home possessions, which can lag enrolments by up to five years
in the case of large condominium projects. The date of possession also marks the start date of the
home’s statutory warranty. So despite weakened sales and reduced cash flow which have forced
some builders to cut back on staff, most are facing high customer service demands from purchasers
who recently took possession of a new home.
Homeowners have two opportunities to make a warranty service request during their first year of
possession. The first opportunity is during the first 30 days after taking possession of their home
and the second is during the last 30 days of the first year of possession. These requests are made
ta r i o n w a r r a n t y c o r p o r at i o n
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Operations Overview
using forms provided in the Tarion Homeowner Information Package and homeowners must send
a copy to both their builder and to Tarion.
Last year, 50 per cent of purchasers submitted a warranty service form during the first 30 days after
taking possession of their home. Historically, most issues are resolved without Tarion’s involvement.
For example, we received almost 25,000 Year-End Forms for homes with dates of possession in 2007,
but Tarion inspections were required in less than 4 per cent of these cases because most of the time
the builder was able to resolve matters to the homeowner’s satisfaction. This trend consistently dates
back to the establishment of formal customer service standards in 2003.
WARRANTY SERVICE STATISTICS

New home possessions

2008

2007

2006

2005

2004

55,906

58,841

61,376

65,937

69,238

454,575

458,290

457,118

451,365

428,539

27,590

26,985

26,997

28,834

25,669

50%

45%

44%

43%

37%

Number of Year-End forms
submitted*

n/a

24,871

24,760

25,682

25,647

Percentage of homes for which
Year-End forms were submitted*

n/a

42%

40%

39%

37%

Total homes under warranty
Number of 30-Day forms
submitted
Percentage of homes for which
30-Day forms were submitted

* Year-End form data for 2008 possessions will not be available until December 31, 2009.

Almost 25,000 Year-End forms
were received in 2008 with only
four per cent of these requiring
a Tarion inspection.

When a homeowner is unable to resolve an issue with their builder, and Tarion determines that the
item is covered under the statutory warranty, we will work directly with the purchaser to resolve the
issue. In 2008, 1,304 claims totaling $14 million were paid by Tarion representing a slight increase
over claims paid in 2007. The increase is due to a small number of large claim payments and major
structural defect claims.

Number of Claims Paid

2008

2007

2006

2005

2004

1,304

1059

1189

1181

1165

10.8

8.9

8.8

8.8

6.8

Claims Paid ($ millions)
Freehold Homes
Condominium Units

0.6

0.9

0.3

1.5

1.5

Condominium Common Elements

2.6

3.2

2.6

3.2

4.2

14.0

13.2

11.9

13.5

12.5

Total Claims Paid

Once a decision about warranty coverage is made by Tarion, the homeowner has a right to an appeal
if they do not agree with our determination. This is accomplished through an informal process
that is conducted independently by the Ontario Licence Appeal Tribunal (LAT). Builders also have
the right to appeal decisions by Tarion if we refuse or revoke their licence to build new homes. In
2008, 151 consumer appeals were filed with LAT (down from 158 the previous year) and 52 builder
appeals were filed (down from 56 in 2007).
We also felt it was important to provide an option for homeowners if they have a complaint about
Tarion, or need guidance through some of our more complex processes. For this reason, we created
a New Home Buyer Ombudsperson Office in 2008 to serve as a second avenue of assistance for
people who have gone through the warranty process, but don’t feel their concerns were heard by
ta r i o n w a r r a n t y c o r p o r at i o n
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Operations Overview
Tarion. The mandate of this office is to investigate and resolve complaints from homeowners about
Tarion’s conduct, to act as a source of information, referral and education for homeowners seeking
existing channels of assistance, and to recommend improvements to current policies, regulations
and procedures.

Customer Centre
Tarion’s Customer Centre continues to be a valuable resource serving nearly 10,000 visitors who
came by to meet with our staff in 2008. Anyone looking for information about warranty coverage,
Tarion policies or who simply has a question about a particular issue or file is welcome to drop by.
Our Customer Centre staff manages all telephone calls and correspondence that is directed to
Tarion. In 2008 they responded to over 100,059 calls from homeowners, builders and others who
had questions about the complaint process, the warranty or general questions about coverage or
claims status.
In 2008 we began tracking all telephone calls, which enabled us to stream calls more appropriately
by asking callers to key in their home enrolment number before we respond to their call. As a result,
their information is already on display when the conversation begins enabling us to provide more
efficient service. Call tracking also helped us identify trends and escalate issues faster so we can
involve the right staff early in the process.

TYPES OF CALLS TO TARION’S
CONTACT CENTRE

46% Handled by Representative
• Complaint Process
• Warranty Coverage Questions
• Technical Warranty Questions
• Claims Status
• All Other Information Requests
• General Contact Information

11% Ended before
connection
3% After-hours
1% Builder Portal
3% Other

Customer Centre staff
responded to over 100,000
calls and served nearly 
10,000 visitors.

36% Self-service

In addition to answering telephone calls, we responded to 13,231 emails in 2008 that were received
through tarion.com. This is significantly more than the 8,245 emails received during the previous
year. One reason for the increase may be the introduction of a new, direct email link on our website
which has made it much easier for customers to contact us by email.
Another important function performed by staff in the Customer Centre is the tracking of complaints
received about Tarion’s staff, our services and the warranty process. Of the 100,059 calls handled
by the Customer Centre in 2008, 53 were complaints about Tarion’s staff regarding matters such
as rudeness and late or unreturned calls; 124 were complaints about the timeliness of our Claims
services; and 875 were complaints about specific warranty decisions or the warranty process in
general. All such complaints are addressed at the time they are received and reviewed by a managerlevel employee who determines whether addition action is required.

ta r i o n w a r r a n t y c o r p o r at i o n

annual report 2008

14

Operations Overview
Illegal Building
Illegal building—which involves constructing a new home without a licence or selling a newly built
home that has not been enrolled with Tarion—not only hurts new homeowners, but it negatively
affects builders who play by the rules. In 2007, Tarion began exchanging information with the
Ontario Ministry of Labour which led to the receipt of information about 99 potential illegal
building sites last year. Due to the success of this project, we are now pursuing similar agreements
with the Ministry of Municipal Affairs and Housing and the Electrical Safety Authority.
Tarion employs a team of enforcement officers who work with municipal officials to find illegal
builders across the province. In 2008, 379 convictions were registered against builders for various
illegal building activities and fines totaling $851,000 levied. Both convictions and fines were up
significantly due to the resolution of several files that had been before the courts for a number of
years. Tarion has long argued for increased fines so we are pleased to see that the average fine has
increased to $6,000 from $500 over the last decade.
For repeat offenders, the consequences can be exceptionally severe. A Toronto-area builder found
guilty of three counts of illegal building in 2008, including failing to register with Tarion as both a
builder and a vendor and failing to enrol a home that he was constructing for sale, was fined $93,750
by the courts. As a repeat offender, the builder was also sentenced to two years probation.
Tarion provides a complete list of registered builders in the “Find a Builder” section of our website.
Builders who are not registered rarely if ever let new homeowners know about the warranty coverage
they are entitled to by law. Anyone considering buying a new home is encouraged to visit our website
to ensure their builder is indeed registered. In the current economy it is particularly important for
homeowners to know their rights as we are beginning to see a new trend in illegal building activity:
an increasing number of registered builders are neglecting to enrol new homes with Tarion possibly
in order to avoid having to provide statutory warranty coverage.
2008

2007

2006

2005

2004

New Investigations

601

449

759

993

961

Fines Levied ($ thousands)

851

616

674

817

575

Charges Laid

583

586

364

243

993

Convictions

379

320

218

287

467

ENFORCEMENT ACTIVITY

ta r i o n w a r r a n t y c o r p o r at i o n

Illegal building hurts new
homeowners and builders who
play by the rules.
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Corporate Leadership Team
Howard Bogach
President and Chief Executive Officer

Mike E. Coté
Vice President, Builder Relations

Tim P. Schumacher
Vice President and General Counsel

David J. Guiney
Senior Vice President, Operations

Eileen M. Holden
Vice President, Human Resources

Suzanne M. Tiffin
Vice President, Customer Service

Peter Balasubramanian
Vice President, Claims

Janice Mandel
Vice President, Corporate Affairs

A. Pat Varcoe
Vice President, Licensing and
Underwriting

John E. Becevello
Vice President and
Chief Financial Officer

Robert P. Mitchell
Director, Industry and Government
Relations
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Bill R. Wallace
Vice President, Information Systems
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Board of Directors

Harry Herskowitz
Chairman
Partner
Delzotto, Zorzi
Toronto

Howard Bogach
President &
Chief Executive Officer
Tarion Warranty Corporation
Toronto

Dick Brouwer
Partner
Zebro Development Ltd.
London

Deborah Brown
Director, Sector Liaison Branch
Ministry of Small Business
and Consumer Services
Toronto

S. Scott Cameron
President
Cameron Stephens
Mortgage Capital Ltd.
Toronto

Robert Cooper
President
Alterra Group of
Companies
Toronto

Julie Di Lorenzo
President
Diamante Development
Corporation
oronto

Brian K. Johnston
President
Monarch Corporation
North York

Harold Levy
Corporate Director
Toronto

Michael Lio
President
Lio & Associates
Toronto

G. Peter Oakes
Corporate Director
Toronto

Bob Ridley
Vice President
Minto Suburban
Communities
Ottawa

Peter Saturno
President
Midhaven Homes
Oshawa

Peter R. Smith
President
Andrin Homes Limited
Brampton

Christopher S. Spiteri
Associate
Augustine Bater Polowin
LLP
Ottawa

Frank Giannone
(OHBA Observer)
President
Fram Building Group
Mississauga
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Governance Policies
The Board of Directors of Tarion Warranty Corporation is committed to a series of governance
policies which are intended to support the supervisory role of the Board and to ensure that the
Corporation acts in the best interest of its stakeholders. Some highlights of the Board’s current
governance practices include the following:

Independence
To ensure independence of the Board and management, an outside Director acts as Chair of
the Board. Only one Director, the President and Chief Executive Officer, is a member of Tarion
management.

Board Composition
In accordance with the by-laws of the Corporation, membership on the Board of Directors is
comprised of a number of stakeholders with an interest in the home building industry in Ontario,
including representatives of all stakeholders. In 2004, the by-laws of the Corporation were amended
to provide for the appointment of Directors from nominees recommended by each of the OHBA
and the Ministry of Small Business and Consumer Services and from a financial institution. The
2008 Board has 14 members and two associate members.

Financial Controls
The Audit Committee of the Board is composed entirely of outside and unrelated Directors whose
responsibilities are set forth in a detailed Committee mandate. The Committee has the opportunity
to deal directly with the external auditor regarding issues arising from the financial statements, and
with the external actuary regarding the reserves of the Corporation.

Risk Management
The Board, together with the Audit Committee, monitors, reviews and approves adherence to
corporate policies to manage and control risk, as well as compliance with policies of the Corporation
and regulatory requirements.

Strategic Planning
The Board engages in a strategic planning process each year which takes into account business
policy initiatives and opportunities, as well as operational and financial risks. Throughout the year,
the Board reviews corporate performance against the Company’s annual business plan and the
current strategic plan.

Annual Performance Objectives
The Board approves the annual corporate business plan as well as the annual objectives of the Chief
Executive Officer and the corporate key performance indicators.

Code of Governance Practices
Each member of the Board is required to sign a Code of Governance Practices that has been approved
by the Board. This Code is intended to assist the Directors in performing their responsibilities to the
Corporation with appropriate discipline and dedication.

ta r i o n w a r r a n t y c o r p o r at i o n
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Responsibilities of the Committees of the Board
Audit Committee
Dick Brouwer – Chair
Scott Cameron
Julie Di Lorenzo
Harold Levy
Peter Oakes

Human Resources &
Compensation Committee
Julie Di Lorenzo – Chair
Rob Cooper
Harold Levy
Peter Oakes
Bob Ridley

Condominium Committee
Rob Cooper – Chair
Julie Di Lorenzo
Harry Herskowitz
Brian Johnston
Bob Ridley

Consumer Committee
Chris Spiteri – Chair
Deborah Brown
Harold Levy
Michael Lio
Bob Ridley
Peter Saturno

ta r i o n w a r r a n t y c o r p o r at i o n

The Audit Committee, composed entirely of independent Directors, reviews the annual audited
financial statements and financial operating performance, the assessment of reserves and the results
of capital adequacy testing. The Committee is responsible for the development and monitoring
of policies to address risk management as well as the internal control framework. It also makes
recommendations to the Board with respect to the appointment of an external auditor, the external
actuary and the pension plan actuary and administrator.

The Human Resources & Compensation Committee is responsible for determining the compensation payable to the Tarion President and CEO and for the determination of the pension and other
benefits payable to employees. The Committee works with external compensation advisers who
provide information with respect to current market compensation payable to senior executives of
comparable organizations.
The Committee is also responsible for approving the annual objectives for the President and CEO,
and for evaluating performance against those objectives. It also undertakes an annual succession
review of the senior management team in consultation with the President and CEO. The membership
of the Committee includes five independent members.

The Condominium Committee is composed of five Directors experienced in the condominium
industry and has been established as a forum to facilitate research, provide informed opinion
and discussion and make progressive recommendations to Tarion management and the Board of
Directors. It also assists in policy development with respect to determining practices and procedures
relating to planning, construction and operation of condominium developments in the province
of Ontario as they relate to the mandate of Tarion. The Committee utilizes engineering and other
available resources to assess emerging risks in the area of condominium development in the province and in quantifying and taking steps to minimize the degree of risk being assumed by Tarion in
the execution of its mandate.

The Consumer Committee acts to provide input to management and the Board on strategic
matters with respect to consumer protection initiatives and external communication by Tarion to
consumers. It is composed of six independent members of the Board who represent Tarion’s major
stakeholders.
The Committee assists Tarion management with consumer policy development and provides
insight and input on issues, by making recommendations regarding the development and delivery
of consumer protection policies, by analyzing relevant consumer research data and by giving insight
into current communication programs and trends.
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Governance Committee
Peter Saturno – Chair
Deborah Brown
Rob Cooper
Harry Herskowitz
Michael Lio
Peter Smith

Investment Committee
Brian Johnston – Chair
Scott Cameron
Rob Cooper
Peter Smith
Chris Spiteri

Nominations Committee

ta r i o n w a r r a n t y c o r p o r at i o n

The Governance Committee provides recommendations to the Board with respect to governance
matters affecting the Corporation. The Committee has responsibility for developing and recommending ongoing improvements to corporate governance, and also to update as necessary the Code
of Governance Practices which is executed by each Director annually.
The Committee is also responsible for recommending the Chair for each Board Committee in advance of the Annual Meeting of the Corporation, together with the membership for each Committee. In addition, the Committee recommends the Chair and Vice Chair appointments to the Board
for the ensuing year. The Committee is responsible for providing input to the Board nomination
process to ensure that the Board has Directors with the appropriate skills and background to address
the business issues of the Corporation. The membership of the Committee includes the Chair of the
Board, together with five other independent Board members.

The Investment Committee considers and recommends investment strategies, plans and policies related to the invested assets of the Corporation. The Committee oversees the selection and appointment of one or more investment managers and reviews and approves the investment policies of the
Corporation each year. It also reviews reports from fund managers on investment activities and
measures investment results against the investment goals of the Corporation. In addition, the Com

The Nominations Committee is composed of the Board Chair, select Board members, and ministerial and industry appointees who meet annually to identify candidates for vacant Board positions.
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Directors’ Attendance
DIRECTOR

BOARD OF DIRECTOR MEETINGS

COMMITTEE MEETINGS

Harry Herskowitz

7 of 7

4 of 4

Howard Bogach

5 of 5

8 of 8

Dick Brouwer

7 of 7

5 of 5

Deborah Brown

7 of 7

6 of 7

Scott Cameron

7 of 7

10 of 11

Robert Cooper

7 of 7

6 of 7

Julie DiLorenzo

4 of 7

7 of 9

Frank Giannone

2 of 2

0 of 0

Brian K. Johnston

5 of 7

7 of 7

Harold Levy

7 of 7

8 of 8

Michael Lio

5 of 5

3 of 4

Peter Oakes

7 of 7

7 of 7

Bob Ridley

7 of 7

5 of 5

Peter Saturno

7 of 7

4 of 4

Peter R. Smith

7 of 7

4 of 4

Christopher Spiteri

6 of 7

4 of 6

Notes on Director Attendance:
1 The record of attendance of Directors relates to the Meetings of the Board of Directors and of the
Board Committees held by the Corporation during 2008.
2 The number of Board and of Board Committee meetings held by the Corporation during 2008
was as follows:
Board of Directors
Audit Committee
Human Resources & Compensation Committee
Condo Committee
Consumer Committee
Governance Committee
Investment Committee
Nominations Committee
Total

ta r i o n w a r r a n t y c o r p o r at i o n

7
5
2
2
2
2
4
3
27
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Financial Commentary
The dampened housing market, weak equity investments and higher incurred claims all impacted the company’s total equity in 2008, which
declined by $44.1 million to $93.8 million.
Ontario’s housing market softened throughout the year with housing unit enrolments declining by 8.4 per cent to 61,320 units from the relatively
high 2007 level of 66,958 units. Even so, an enrolment level in the 60,000 range is still considered a “good” year and well above historical averages.
As with most other companies, Tarion’s investment portfolio was affected by the stock market declines that occurred around the world in the
last half of the year. Most notably, the company decided to write-down more than $4 million in stocks to reflect impairments in value that were
judged to be other than temporary in nature. Further, the fair value of the stock portfolio, accounted for as “available for sale”, declined by $22.5
million. However, with strength in the fixed income investments, the investment portfolio as a whole experienced an annualized return of -1.96
per cent, which is a very strong result given the state of the financial market at yearend.
Provisions for new claims and increases to existing claims for the year were $26.3 million, which is substantially higher than at any time in the
recent past. In general, these increases were not a result of the current economic conditions. Claims paid were also fairly high for the year at
$14.0 million.
New technology in billings and accounts receivable, and in claims processing and reserving was implemented as part of a continuing long-term
initiative to implement a new customer relationship management system.
The recession we are in is expected to be not unlike that of the early nineties. Fortunately and by design, the company has accumulated a
significant amount of equity in the last 10 years. With this financial backdrop, combined with our new strategic plan that is designed to deliver
lower costs and higher revenues, we are well positioned to withstand the deep recession Ontario faces.

Management’s Responsibility for Financial Reporting
Management is responsible for the integrity of the financial statements and operational information presented in this Annual Report. The
financial statements have been presented in accordance with appropriate and generally accepted accounting principles and reflect management’s
best estimates and judgments. Financial information presented elsewhere in the Annual Report is consistent with these financial statements.
Management maintains a system of internal controls, to provide reasonable assurance that all assets are safeguarded and to facilitate the
preparation of relevant, reliable and timely financial information.
The external actuary who is appointed by the Board is responsible for ensuring that the assumptions and methods used in the determination of
the warranty liabilities are in accordance with accepted actuarial practice.
External auditors have examined and reported on the financial statements.
The Audit Committee, consisting of non-executive directors, has reviewed these financial statements with management and the external auditors
and has reported to the Board of Directors, which has approved the financial statements.

Howard Bogach
President & Chief Executive Officer
February 27, 2009

ta r i o n w a r r a n t y c o r p o r at i o n

John Becevello
Vice President & Chief Financial Officer
February 27, 2009
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Auditors’ Report
To the Directors of Tarion Warranty Corporation:
We have audited the balance sheet of Tarion Warranty Corporation (the “Corporation”) as at December 31, 2008 and the statements of operations,
of comprehensive results of operations, of changes in equity and of cash flows for the year then ended. These financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform
an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by the management, as well as evaluating the overall financial statement presentation.
In our opinion, these financial statements present fairly, in all material respects, the financial position of the Corporation as at December 31, 2008
and the results of its operations and its cash flows for the year then ended in accordance with Canadian generally accepted accounting principles.

Chartered Accountants
Licensed Public Accountants
February 27, 2009

Actuary’s Report
To the Directors of Tarion Warranty Corporation:
I have reviewed the warranty liabilities of Tarion Warranty Corporation for its Balance Sheet as at December 31, 2008 and their change in
the Statement of Operations for the year then ended in accordance with accepted actuarial practice, including the selection of appropriate
assumptions and methods.
In my opinion, the amount of these warranty liabilities makes appropriate provision for all warranty obligations, and the financial statements
fairly present the results of the review.

James K. Christie
Fellow, Canadian Institute of Actuaries
February 27, 2009

ta r i o n w a r r a n t y c o r p o r at i o n
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Balance Sheet
December 31, 2008 ($ thousands)

		

2008		

2007

Assets					
Investments (Note 5)

$

293,537

$

314,521

Capital assets (Note 7)		

5,971 		

7,094

Amounts recoverable from builders (Note 4)		

11,303 		

6,231

Prepaid expenses and other assets		

1,021 		

762

$

311,832

$

328,608

Liabilities					
Bank overdraft

$

439

$

319

Warranty liabilities (Note 8)		

168,928 		

142,668

Funds held as security (Note 9)		

39,191 		

36,430

Accounts payable and accrued liabilities (Note 7)		

7,524 		

9,616

Employee future benefits liabilities (Note10)		

1,987 		

1,663

218,069		

190,696

Equity 					
Surplus		

89,842 		

112,099

Accumulated net unrealized gains in the equity portfolio 		

3,921 		

25,813

		

93,763 		

137,912

$

311,832

$

328,608

					
Approved by the Board					

Harry Herskowitz
Director and Chair of the Board

ta r i o n w a r r a n t y c o r p o r at i o n

Dick Brouwer			
Director and Chair of the Audit Committee			
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Statement of Operations
Year Ended December 31, 2008 ($ thousands)

		

2008		

2007

Revenue					
Home enrolment fees earned

$

30,118		

$

2,055 		

Builders’ registration and renewal fees

33,240
2,055

Investment results 			
14,279 		

Investment income (Note 5)
Investment management fees
Other revenue
		

17,576

(797 )		

(805 )

332 		

109

45,987 		

52,175

Expenses				
Net claims incurred (Note 8)

$

26,264

$

6,947

Salaries and benefits

23,803 		

24,520

General and administrative 		

15,661 		

15,793

Depreciation and amortization 		

2,516 		

2,745

68,244 		

50,005

Excess of Revenue Over Expenses 				
(Expenses Over Revenue) for the Year

$

(22,257 )

$

2,170

2008			

2007

Statement of Comprehensive Results of Operations		
Year Ended December 31, 2008 ($ thousands)

		

Excess of Revenue Over Expenses				
(Expenses Over Revenue) for the Year

$

(22,257 )

$

2,170

(22,466 )		

1,751

Net Unrealized Gains (Losses) in the Equity Portfolio				
Increase (decrease) due to change in fair value during the year		

Increase (decrease) for amounts included in 			
574 			

(8,425 )

		

(21,892 )		

(6,674 )

Comprehensive Results of Operations for the Year

(44,149 )

(4,504 )

investment income in the Statement of Operations
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Statement of Changes in Equity
Year Ended December 31, 2008 ($ thousands)

		
Surplus, beginning of year

$

2008		
112,099		

2007

$

109,929

(22,257 )		

2,170

Excess of Revenue Over Expenses				
(Expenses Over Revenue) for the Year		
Surplus, end of year

$

89,842		

$

112,099

Accumulated net unrealized gains in the equity portfolio, beginning of year

$

25,813		

$

32,487

Change in net unrealized losses in the equity portfolio for the year		

(21,892 )		

(6,674 )

Accumulated net unrealized gains in the equity portfolio, end of year

$

3,921		

$

25,813

Total Equity, End of Year

$

93,763		

$

137,912

ta r i o n w a r r a n t y c o r p o r at i o n
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Statement of Cash Flows
Year Ended December 31, 2008 ($ thousands)

		

2008		

2007

Net Inflows (Outflows) of Cash Related to the Following Activities							
Operating					
Excess of revenue over expenses (expenses over revenue) for the year

$

(22,257 )

$

2,170

Unrealized and realized (gains) losses on held for trading assets		

(4,619 )		

1,436

Net realized gains on sale of available for sale assets

(3,550 )		

(8,654 )

Writedown on available for sale assets

4,125 		

229

Depreciation and amortization

2,516 		

2,745

Add (deduct) non-cash items				

Other
		

– 			

(68 )

(23,785 )		

(2,142 )

Changes in non-cash balances related to operations				
Increase in prepaid expenses and other assets		

(259 )		

(233 )

Increase in amounts recoverable from builders		

(5,072 )		

(3,912 )

Increase in warranty liabilities		

26,260 		

6,418

Increase (decrease) in funds held as security		

2,761 			

Increase (decrease) in accounts payable and accrued liabilities		

(2,092 )		

2,355

Increase in employee future benefits liabilities		

324 			

327

Cash provided by (used in) operating activities		

(1,863 )		

2,242

(571 )

Investing					
Proceeds from sale and maturity of investments		

209,629 		

228,082

Purchase of investments

(206,494 )		

(227,340 )

Purchase of capital assets		

(1,392 )		

(3,703 )

Cash provided by (used in) investing activities		

1,743 			

(2,961 )

Net Decrease in Cash During the Year		

(120 )		

(719 )

Cash (Overdraft), Beginning of Year		

(319 )		

400

Overdraft, End of Year

(439 )

(319 )

ta r i o n w a r r a n t y c o r p o r at i o n
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Notes to Financial Statements
December 31, 2008 ($ thousands)

		
NOTE 1 CORPORATION OPERATIONS

Tarion Warranty Corporation (the “Corporation”) was designated in 1976 by the Government of Ontario to administer the Ontario New
Home Warranties Plan Act (the “Act”). The objectives of the Act include consumer protection, builder regulation and providing consumers and
builders with a broad range of services including information and education. The Corporation collects home enrolment and builder registration
fees and invests available funds for the purposes of settling warranty claims from homeowners, and providing for investigation, enforcement,
and other administrative costs related to its responsibilities in administering the Act. Warranty protection is outlined in the Act and includes
providing a warranty to purchasers of new homes in respect of:
• loss of deposit if a builder cannot or will not complete the sale of a home, through no fault of the home buyer;
• specified construction and contractual warranties for defects in work or material; and
• the effects of delays in closing, under certain circumstances.
As a non-profit organization, the Corporation is exempt from income taxes.
NOTE 2 BASIS OF PRESENTATION

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). In addition,
although not required, the Corporation adopts certain guidelines issued by the Office of the Superintendent of Financial Institutions Canada
(“OSFI”) for property and casualty (“P&C”) insurance companies in Canada. These guidelines are in accordance with GAAP.
The preparation of financial statements, in conformity with GAAP, requires management to make assumptions and estimates that affect
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting periods. Actual amounts could differ from those estimates. The most significant
estimation processes are related to the determination of warranty liabilities.
NOTE 3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Changes in accounting policies
Effective January 1, 2008, the Corporation adopted two new CICA Handbook sections: Section 3862 – Financial Instruments – Disclosures, and
Section 3863 – Financial Instruments – Presentation.
Section 3862 and 3863 replace Handbook 3861 – Financial Instruments – Disclosure and Presentation. Section 3862 requires enhanced disclosures
related to financial instruments and their significance related to the Corporation’s financial position and performance. Additional disclosures
related to the nature and extent of risks arising from financial instruments and how those risks are managed are also required. Section 3863
is basically unchanged from the presentation requirements of Section 3861. In adopting the requirements of Section 3862, as permitted, the
Corporation has chosen to continue to apply the disclosure requirements of Section 3861 to insurance contracts.
Financial instruments and Comprehensive Results of Operations
The Corporation designates and recognizes its financial instruments in accordance with the requirements of Section 3855 – Recognition and
Measurement, Section 1530 – Comprehensive Income, and Section 3251 – Equity, as described below:

ta r i o n w a r r a n t y c o r p o r at i o n
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• Held for trading financial assets
	Cash and the fixed income portfolio are designated as held for trading financial assets and are measured at fair value with gains and losses,
including interest earned, in the Statement of Operations. Transaction costs are recognized in the Statement of Operations as incurred.
• Available for sale financial assets
	The equity portfolio is designated as available for sale financial assets and is measured at fair value with unrealized gains and losses recognized
in the net unrealized gains (losses) on equity portfolio in the Statement of Comprehensive Results of Operations. Accumulated net unrealized
gains (losses) in the equity portfolio (“AUGL”) form part of the Equity on the Balance Sheet. The cumulative changes in the fair value of
available for sale securities are removed from the AUGL and recorded in the Statement of Operations when the underlying security is either
sold or there is a decline in value that is considered to be other than temporary. Available for sale assets are assessed on an individual security
basis at each balance sheet date to determine whether there is objective evidence of impairment. If there is objective evidence of impairment
and the decline in fair value is other than temporary, the accumulated loss is moved from the AUGL in the equity section and recognized in
the Statement of Operations.
Transaction costs are added to the fair value of the available for sale financial assets at acquisition.
• Held to maturity financial assets
No financial assets were designated as held to maturity.
• Loans and receivables
	Amounts recoverable from builders are designated as loans and receivables. The carrying value is based on management’s best estimate of the
recoverable value determined by considering past collection experience, the amount of security held and the existence of guarantees. Where
there is evidence that there is impairment in these amounts, the impairment charge is recognized in the Statement of Operations to reduce
the carrying value of the financial assets to their recoverable amounts.
• Other financial liabilities
	Accounts payable and accrued liabilities, and funds held as security, are designated as other liabilities and are measured at amortized cost
using the effective interest method.
The warranty liabilities are specifically excluded from the financial instruments accounting standards.
Revenue recognition
Home enrolment fees are remitted by builders during the year. These fees, net of refunds, are deferred and taken into revenue as earned, as
determined by actuarial calculations, over the warranty period. The deferred portion of home enrolment fees is included in warranty liabilities.
If claims experience indicates that home enrolment fees collected will not be sufficient to discharge related liabilities, a provision for premium
deficiency is included in the warranty liabilities.
Builders’ registration fees are recorded as revenue upon registration and renewal fees are recorded as revenue in the year in which they are due.
Dividend income is recognized as of the ex-dividend date. Interest income is recognized as earned. Net realized gains or losses on investments are
recognized on a trade date basis. Unrealized gains or losses based on the fair value in effect at the balance sheet date on held for trading financial
assets are recognized in investment income. Unrealized gains or losses on available for sale financial assets are recognized in the Accumulated net
unrealized gains (losses) in the equity portfolio until they are realized or until they are considered “other than temporarily” impaired, at which
time the losses are charged to the Statement of Operations.
Warranty liabilities
The warranty liabilities include deferred home enrolment fees and warranty claims liabilities. Deferred home enrolment fees represent the
unearned portion of home enrolment fees remitted by builders. Warranty claims liabilities include estimates of costs for claims reported and
in process, and provisions for claims incurred but not yet reported at the balance sheet date where it is anticipated that costs will be incurred by
the Corporation.

ta r i o n w a r r a n t y c o r p o r at i o n
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The warranty period spans seven years and significant periods of time can elapse between the incurrence of claims liabilities and their settlement.
Accordingly, the estimation of the liabilities involves significant measurement uncertainty.
The liabilities are discounted to reflect the investment income expected to be earned over the period between the incurrence and settlement
of claims. The discount rate reflects the expected future yield from the fixed interest investments. Provisions for adverse deviation are added
to allow for the inherent measurement uncertainty that arises because actual investment yields may differ from the discount rate; because the
actual settlements may occur at amounts that differ from expected settlement amounts; and because the timing of settlements may differ from
expected timing.
Claims incurred include claims recoveries and changes in the provisions for claims reported and in process and for claims incurred but not yet
reported.
Claims recoveries include amounts recovered from builders on claims incurred during the current year or in previous years and changes in the
estimate of amounts recoverable from builders on outstanding warranty claims liabilities. Estimated amounts recoverable from builders are
presented on the balance sheet as an asset of the Corporation.
Capital assets
Capital assets are recorded at cost less accumulated depreciation and amortization. Depreciation and amortization are provided at the following
rates and bases:
Software and applications

– straight-line over three years

Computer equipment

– straight-line over four years

Computer equipment acquired under capital lease

– straight-line over four years or the term of lease if shorter than four years

Furniture and office equipment

– 20% declining balance

Leasehold improvements

– straight-line over the term of the lease

Employee future benefits
The Corporation accrues its obligations under employee benefit plans and the related costs, net of plan assets. The cost of pensions and other postemployment benefits earned by employees is actuarially determined using the projected benefit method pro-rated on service and management’s
best estimates of expected plan investment performance, salary escalation, retirement ages of employees and expected health care costs. For
the purpose of calculating the expected return on plan assets, those assets are valued at fair value. Past service costs from plan amendments are
amortized on a straight-line basis over the average remaining service periods of eligible employees active at the date of amendment.
Future accounting changes
Goodwill, Intangible Assets and Research and Development Costs
The CICA issued Section 3064 – Goodwill and Intangible Assets, replacing Section 3062 – Goodwill and Other Intangible Assets and Section 3450
– Research and Development Costs. Section 3064 establishes standards for the recognition, measurement, presentation and disclosure of goodwill
and intangible assets. Provisions for goodwill are unchanged from the previous Section 3062. The Section will be effective on a retrospective
basis for the Corporation’s fiscal year beginning January 1, 2009. The new section is not expected to have any significant impact on the financial
statements.
International Financial Reporting Standards
The CICA requires all Canadian publicly accountable enterprises to adopt International Financial Reporting Standards (“IFRS”) beginning on
or after January 1, 2011. The objective of the change is to move toward the use of a single set of world-wide accounting standards to facilitate
and improve the usability and comparability of financial statements globally. Although there are many similarities between Canadian GAAP
and IFRS, there are some significant GAAP differences which may impact the Corporation’s financial statements. The Corporation is currently
in the planning phase of the conversion and is not yet able to fully determine the impact on the financial statements. The conversion to IFRS is
a significant initiative for the Corporation and resources are being dedicated to ensure proper implementation.
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NOTE 4 AMOUNTS RECOVERABLE FROM BUILDERS

The amounts recoverable from builders is comprised of two types of receivables: the estimated amounts recoverable from builders in respect
of outstanding warranty claims recognized as under the warranty liabilities; and other receivables from builders representing the estimated
realizable value of receivables from builders for warranty claims that the Corporation has paid out on the builder’s behalf during the remediation
process. The carrying values approximate their fair values.
		
		
		

2008		

2007

Carrying 			Carrying
Value			
Value

				
$

7,218		

Other receivables from builders 		

4,085 		

$

11,303 		

Amounts recoverable from builders

$

3,318
2,913

$

6,231

As described in Note 6(c), the Corporation obtains security from builders to minimize its financial losses from future warranty claims. At
December 31, there is $4,105 (2007- $1,448) of security held associated with amounts recoverables from builders.
NOTE 5 INVESTMENTS

(a) Fair value of investments:
The Corporation has designated the fixed income portfolio as held for trading financial assets and the equity portfolio as available for sale
financial assets. Both classes of assets are reported at fair value on the balance sheet.
The following table discloses details of the fair value of the Corporation’s investment portfolio as at December 31:
		

2008		

2007

		
		

Fair 		
Value			

Fair
Value

				
Held for Trading Assets 							
$

91,987 		

Financial institution bonds		

35,663 		

29,804

Other corporate bonds

76,153 		

78,315

Treasury bills		

11,814 		

13,163

Bonds issued by federal, provincial and municipal governments

$

215,617 			

106,798

228,080

Available for Sale Assets 							
Equity portfolio		

77,920 		

$

293,537 		

86,441
$

314,521

The fair value for both held for trading and available for sale assets are based on quoted bid prices and include accrued interest and dividends,
respectively. The fair value of bonds and equities denominated in foreign currencies is translated into Canadian dollars at the exchange rate in
effect at December 31.
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(b) Investment income:
		
Change in fair value on held for trading assets

$

2008		
13,736 		

2007

$

8,026

Net realized gains on sale of available for sale assets		

3,550 			

8,654

Writedown on available for sale assets

(4,125 )		

Dividends from available for sale assets		

2,313 		

2,463

Interest expense – other financial liabilities		

(1,195 )		

(1,338 )

14,279 		

17,576

$

$

(229 )

(c) Impairment review of available for sale assets:
In determining whether an impairment is recognized, management considers factors including the extent of the unrealized losses, the length of
time that the investment has been in an unrealized loss position, the financial condition and near-term prospects of the issuer.
As of December 31, 2008, the available for sale equity portfolio had $6,447 (2007 – $2,700) of unrealized losses recorded in accumulated net
unrealized gains in the equity portfolio on the Balance Sheet. The equity holdings in a loss position are largely comprised of publicly traded
equities and/or pooled funds which have been impacted by the recent financial crisis. The majority of these equities have been impaired less
than six months, 41% of these equities are invested in two pooled funds, 23% in the energy sector, 9% in the Canadian financial services sector
and the remaining 27% in various other sectors. Management believes these unrealized losses are temporary in nature and will re-evaluate the
impairment condition on these holdings on a regular basis to assess for any potential future writedowns required.
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(d) Securities with interest rate exposure
As at December 31, the scheduled maturities and fair values of the fixed income portfolio are as follows:
Terms to Maturity1 				
Due within
one year
		

Due one
through
five years

Due five
through
ten years

Due ten
through
twenty years

Due after	Total
twenty
years		

2008
Government									
Federal

$

Yield to Maturity (“YTM”)		
Provincial		
YTM		
Municipal		
YTM		
Total Government		
YTM		
Financial Institutions		
YTM		
Other Corporate		
YTM		
T-Bills / Debit Notes		
YTM		
Total Fixed Income

$

Accrued Interest		

3,639

0.7%		
–
0.0%		
–

3,639

$

967
2,448
11,796

$

1,820 		
$

1.7%		

$

24,065

$

63,516

3.5%		

2.4%

13,398 		

26,102

2,992

1,444

8,268

2.6%		

4.1%		

4.5%		

4.7%		

4.4%

– 		

– 		

1,906

0.0%		

0.0%		

3.2%

822

2.4%		

1.6%		

3.1%		

5.5%		
5.7%		
–

0.0%		
$

– 		
$

3.3%		

$

– 		
60,122

4.3%		

$

5.2%		

91,524

4.0%		

3.0%

3,923 		

35,238

0.0%		

7.7%		

5.2%

4,465

5,079 		

75,239

6.3%		

7.5%		

5.3%

– 		

11,796

0.0%		

1.6%

–

0.0%		
60,122

37,463

–

30,679

4.5%		

74,143

9,752

19,121

4.1%		

74,143

4.2%		
10,322

–

1.6%		

1,484

3.3%		

32,568

3.7%		

$

2.8%		

11,227

2.2%		

8,056

1.5%		

30,348

0.7%		

18,850

26,272

1,084

0.0%		

Total Fixed Income with
$
20,670
Accrued Interest			
YTM		

$

0.0%		
14,217

$

– 		
14,217

$

5.0%		

46,465

$

213,797

– 		

1,820

46,465

$

4.7%		

215,617
4.1%

									

2007
Total Fixed Income

$

Accrued Interest		

16,582

1,973 		

Total Fixed Income with
$
18,555
Accrued Interest			
YTM		

1

$

$

3.9%		

60,513

$

101,886

– 		

–

60,513

$

4.4%		

101,886

$

20,574

$

–
$

4.7%		

20,574

$

4.7%		

26,552

$

226,107

– 		

1,973

26,552

$

4.7%		

228,080
4.5%

The timing of actual maturities may differ from the contractual maturities shown above, since borrowers may have the right to prepay
obligations with or without prepayment penalties.
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NOTE 6 FINANCIAL INSTRUMENTS

(a) Fair value
Fair value represents the amount that would be exchanged in an arm’s length transaction between knowledgeable and willing parties who are
under no compulsion to act. The Corporation’s cash and investments are measured at fair value. The carrying value of amounts recoverable from
builders, funds held as security, accounts payable and accrued liabilities, and warranty liabilities approximates fair value.
(b) Market risk
To manage the risks in the investment portfolio, management regularly monitors the performance of investment managers who are required to
operate within specific investment criteria related to credit quality, diversification and to maximize yield within those constraints.
Market risk is comprised of three risks that may impact the fair value of a financial instrument as described below.
• Interest rate risk
	Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates. The Corporation is
exposed to interest rate risk on its fixed income portfolio and its funds held as security. Details of the Corporation’s fixed income portfolio
with interest rate exposure are disclosed in Note 5(d).
•	Equity price risk
	Equity price risk is the risk that the value of a financial instrument will fluctuate due to changes in equity markets. The Corporation is
exposed to equity price risk on its equity portfolio. The Corporation’s equity portfolio is diversified and invested in well established, active,
liquid markets.
• Foreign currency risk
	Foreign currency risk is the risk of loss due to adverse movements in foreign currency rates versus the Canadian dollar. The Corporation is
exposed to currency risk on its foreign currency denominated fixed-income and equity investments. As at December 31, 2008, the Corporation
had approximately 11.1% (2007 – 6.4%) of the fair value of its equity investments and approximately 0.02% (2007 – 0.8%) of the fair value
of its securities with interest rate exposure denominated in U.S. dollars. The Corporation manages its foreign currency exposure by limiting
the foreign content in each investment manager’s portfolio.
Below is a table showing the potential impact on the Statement of Operations and equity as a result of specific stress scenarios applied to financial
assets and financial liabilities (excluding warranty liabilities). This analysis does not represent management’s view of future market changes, but
reflects management’s view of key sensitivities.
The stress scenarios are:
• Interest rate risk: a parallel shift of +/-50 basis points in interest rates for all maturities
• Equity price risk: an increase/decrease of 10% in the equity market prices
• Foreign currency risk: a strengthening/weakening of 5% in Canadian dollars relative to U.S. dollars
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Sensitivity Disclosure Analysis							
As at December 31, 2008 ($ thousands)							
Interest Rate	Equity Price
Foreign Exchange
	Risk	Risk	Rate Risk
		

-5%

5%

Carrying
Stmt of
Stmt of
Amount	Operations	Operations	Equity	Equity 	Equity

Equity

($’000s)

-50 BP	

($’000s)

+50 BP	

($’000s)

-10%

($’000s)

10%

($’000s)

($’000s)

($’000s)

Financial Assets							
Held for Trading investments
Available for Sale investments

215,617

7,174

(6,711)				

77,920 			

(7,775)

7,775

457

(412)

Financial Liabilities							
Funds Held in Security

36,691

183

(183)			

For the above scenarios, we have assumed that interest rates, equity prices, and currency moved independently.
(c) Credit risk
Credit risk arises from the possibility of financial loss occurring as a result of a default by a counterparty on its obligation to the Corporation.
Financial instruments that potentially subject the Corporation to concentrations of credit risk consist of cash, investments and amounts
recoverable from builders. The carrying value of financial assets, including cash, investments and amounts recoverable from builders, represents
the maximum credit exposure. The Corporation has adopted the following strategies to mitigate this risk:
•	The Corporation’s investment policies limits the concentration in any one investee or related group of investees, except for financial
instruments issued by the Government of Canada for which there is no limit.
	The Corporation only deals with counterparties believed to be creditworthy and actively monitors credit exposure, requiring minimum credit
ratings of “A” for debt securities at the time an investment is purchased. At December 31, 2008, all of the debt securities are of investment
grade. Investment grade is defined as a fixed income investment having a rating of “A” or better by a minimum of one of the following rating
agencies: (DBRS), (S&P), and (Moody) and in the case of commercial paper, a rating of R-1 or better (DBRS) or A1 (Mid) or better (S&P).
•	Cash and short-term investments are placed with governments, well-capitalized financial institutions and other creditworthy counterparties.
•	The Corporation assesses the builder’s risk profile including financial health during the registration and renewal processes. Based on the
assessment, a builder may be licensed and as disclosed in Note 9, security is obtained in the form of cash, letters of credit, and other guarantees
from the builder in order to reduce the risk of financial loss related to future warranty claims from homeowners.
(d) Liquidity risk
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated with financial liabilities. The Corporation
is exposed to daily cash requirements from settlement of claims, cash security releases and operating expenses. Liquidity risk is considered low
as the majority of its investment portfolio are traded in an active market and can be readily disposed of. The Corporation also has a $3 million
line of credit it can draw on.
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NOTE 7 CAPITAL ASSETS

				

2008				

2007

			
Accumulated				
				Depreciation/		 Net Book		Net Book
		
Cost		Amortization		
Value		
Value
				
Software and applications

$

9,599

$

7,535

$

2,064

$

2,300

Computer and office equipment 							
2,317 		

1,078		

1,239 		

1,682

Leasehold improvements

2,829 		

1,034 		

1,795 		

1,937

Computer equipment

1,334 		

1,185 		

149 		

348

Furniture and office equipment

1,530 		

806 		

724 		

827

under capital lease

$

17,609

$

11,638

$

5,971

$

7,094

The balance of the capital lease obligations arising from the acquisition of certain computer and office equipment was $1,256 at December 31, 2008
(2007 – $1,739). This obligation is reported on the Balance Sheet in accounts payable and accrued liabilities. Interest expense of $203 was incurred
during 2008 (2007 – $190) on the capital leases which is reported in general and administrative expenses in the Statement of Operations.
NOTE 8 WARRANTY LIABILITIES

The determination of the Corporation’s warranty liabilities, which include deferred home enrolment fees and warranty claim liabilities, is
dependent on the Corporation’s claims handling practices, on actuarial assessments, on the judgment of its management, on historical precedents
and trends, on prevailing legal, economic, social and regulatory environments and on expectations of future developments. Periodic reviews
are performed by management and reviewed by our appointed actuary to assess whether warranty claims liabilities recorded for homes and
condominiums, and deferred home enrolment fees are adequate relative to future claims and related administration costs to administer claims.
In general, the longer the period of time between the incidence of loss and the settlement of the related claim, the greater the potential for actual
settlement amounts to differ from the recorded estimates. Actual settlements may also differ significantly from the estimates of these liabilities
due to the measurement uncertainty involved in establishing assumptions for such variables as future rates of claim frequency, severity, inflation,
the ability of builders to fulfill their obligations to home buyers, recoveries from builders and administrative costs.
The following table summarizes the components of the warranty liabilities as at December 31.
		

2008		

2007

$

91,466 		

Fees received		

33,905 		

36,591

Fees earned		

(30,118 )		

(33,240 )

Deferred home enrolment fees, end of year

95,253 		

91,466

Deferred home enrolment fees, beginning of year

$

88,115

			
Warranty claims liabilities, beginning of the year		

51,202 		

48,135

Provisions for claims, net of reversals

36,496 		

16,269

Claims paid

(14,023 )		

(13,202 )

Warranty claims liabilities, end of year

73,675 			

51,202

Warranty liabilities, end of year
ta r i o n w a r r a n t y c o r p o r at i o n
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The following table summarizes the components of claims incurred presented in the Statement of Operations:
		
Provisions for claims, net of reversals

$

Less recoveries		
Net claims incurred for the year

$

2008		
36,496 		

$

2007
16,269

(10,232 )		

(9,322 )

26,264 		

6,947

$

		
NOTE 9 FUNDS HELD AS SECURITY

The Corporation receives security in the form of cash, letters of credit and other guarantees, from builders in order to reduce the risk of financial
loss related to future warranty claims from homeowners. Security is returned to the builder or released when certain requirements of the
Corporation are met.
Security received in cash is invested as part of the Corporation’s investment portfolio. The Funds held as security presented on the Balance Sheet
as a liability are the potentially refundable security deposits received in cash, including cumulative accrued interest thereon of $2,499 (2007 –
$2,211). Letters of credit and other guarantees are recognized in the financial statements only to the extent they are expected to be drawn upon
to settle known claims. Such amounts are included in amounts recoverable from builders in the Balance Sheet (Note 4).
During the year, the Corporation incurred interest of $1,195 (2007 – $1,338) on cash security deposits.
NOTE 10 EMPLOYEE FUTURE BENEFIT PLANS

The Corporation’s Pension Plan is comprised of a defined benefit pension plan which is closed to further contributions, and a money purchase
pension plan. The money purchase pension plan (“MPP”) is open to all full-time employees of the Corporation, subject to meeting certain
eligibility conditions. Under the terms of the MPP, employees contribute a percentage of eligible employee earnings per year. The Corporation
makes contributions for each contributing employee in amounts that vary dependent upon the employee’s age and the number of years of
eligible service.
In addition, the Corporation provides other post-employment benefits (“OPEB”), primarily various health and dental coverages, on an unfunded basis.
The Corporation has a December 31 measurement date. A valuation of the accrued pension benefit obligation was performed as at December
31, 2007, and a valuation of the OPEB was performed as of December 31, 2008. The next valuation of the accrued pension benefit obligation is
expected to be performed as at January 1, 2011.
As at December 31, 2008, the fair value of the pension fund assets is $11,720 (2007 – $13,176), which is above the actuarial present value of
accrued pension benefits for the Pension Plan estimated to be $11,661 (2007 – $13,286). The accrued pension liability is $368 (2007 – $556).
The accrued benefit liability for OPEB at December 31, 2008 is $1,619 (2007 – $1,107).
Other information about the Corporation’s Pension Plan and OPEB is as follows:
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2008
		

2007

Pension 					Pension					
Plan			
OPEB			Plan			OPEB

Reconcilation and Funded Status							
$

11,720 		

Accrued benefit obligation		

11,661 		
59 		

Fair value of plan assets

Funded status of plan – surplus (deficit)
Unamortized transitional (asset)/obligation		
Unamortized net actuarial loss

$

–

$

13,176

$

–

2,165 		

13,286 		

2,669

(2,165)		

(110)		

(2,669 )

(705 )		

103 		

(883)		

119

86 			

(678)		

229 		

210

1,121 		

208 		

1,233
(1,107 )

Unamortized past service cost		

192 		

Accrued liability, net of valuation allowance

$

(368 )

$

(1,619)

$

(556)

$

Transfers to other plans and benefits paid

$

925 		

$

17

$

584

$

17

Employee contributions

592 		

– 		

577 		

–

Employer contributions

953 		

17 		

952 		

17

Expense for the year

766 		

529 		

747 		

549

The total cash paid or payable in 2008 was $970 (2007 – $969).							

Significant Assumptions					
		

2008						

2007

Pension						Pension					
Plan			
OPEB			Plan			OPEB

Accrued benefit obligation as of December 31							
Discount rate		

7.25%			

7.50%			

Salary increase		

4.00%			

N/A			

General inflation		

2.50%			

2.50%			

5.50%			

5.50%

4.00%			N/A
3.00%			

3.00%

5.00%			

5.00%

Benefit cost for the period:							
Discount rate		

5.50%			

5.50%			

Salary increase		

4.00%			

N/A			

General inflation		

3.00%			

3.00%			

4.00%			N/A
3.00%			

3.00%

Assumed health care cost trend rates
at December 31							
Initial health care cost trend rate				

8.50%						

9.00%

Cost trend rate declines to					

5.00%						

5.00%

2016						

2012

Year that the rate reaches the rate it is 				
assumed to remain at					

Sensitivity Analysis for OPEB
Assumed health and dental care cost trend rates have a significant effect on the amounts reported for the health and dental care
plans. A one-percentage-point change in assumed health and dental care cost trend rates would have the following effects for 2008:
				
1% change
Valuation
Assumptions
Increase
Decrease
Total of service and interest cost at 5.5% per annum:			

$

400

$

121		

$

(89)

Accrued benefit obligation as at December 31, 2008 at 7.5% per annum

$

2,165

$

442		

$

(344)
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NOTE 11 CAPITAL MANAGEMENT

The Corporation’s capital consists of the surplus and accumulated net unrealized gains (losses). Although there is no external regulatory
requirements imposed on the Corporation’s capital, management has adopted a capital management framework modeled after the framework
used in the P&C insurance industry and modified to reflect the Corporation’s circumstances, including its inability to raise capital in traditional
ways. This framework incorporates the business requirements for sufficient capital throughout the variations of the new home building cycle,
including possible losses from a future catastrophic event. It also reflects the relatively high risk profile of the Corporation’s warranty operations,
including the high level of measurement uncertainty inherent in its warranty liabilities due to the long warranty period of up to seven years and
to other factors explained in Note 8.
In applying the framework, the total equity of the Corporation as at December 31, 2008 has been determined to be sufficient to cover possible
losses from a future catastrophic event as determined by the annual dynamic capital adequacy testing performed during the year.
NOTE 12 CONTINGENCIES, COMMITMENTS AND GUARANTEES

In the normal course of business, the Corporation is party to a number of lawsuits, the outcome of which is not determinable at this time.
However, in the opinion of management, these lawsuits should not result in material losses to the Corporation.
The Corporation has future minimum annual lease payments as follows:

							 Computer
								 and Office					
					
Premises			 Equipment			
Total		
					
Leases			
Leases			
Leases
2009

			

$

734

$

939

$

1,673

2010					

739 		

643 		

1,382

2011

				

721 		

229 		

950

2012

				

716 		

- 		

716

2013

				

719 		

- 		

719

2014 and thereafter

				

2,008 		

- 		

2,008

				

$

5,637		

$

1,811		

$

7,448

In the normal course of operations, the Corporation executes agreements that provide for indemnification to third parties in transactions such
as service agreements, leases and purchases of goods. Under these agreements, the Corporation agrees to indemnify the counterparty against
loss or liability arising from the acts or omissions of the Corporation in relation to the agreement. In addition, the Corporation has also agreed
to indemnify its directors and certain of its officers and employees in accordance with the Corporation’s by-laws.
These indemnification provisions will vary based on the nature and terms of the agreements. The nature of these agreements precludes the
possibility of making a reasonable estimate of the maximum potential amount the Corporation could be required to pay as the agreements
often do not specify a maximum amount and the amounts are dependent on the outcome of future contingent events, the nature and likelihood
of which cannot be determined. Historically, the Corporation has not made significant payments under such indemnification agreements. No
amounts have been accrued related to these agreements.
NOTE 13 COMPARATIVE AMOUNTS

Certain comparative amounts have been reclassified to conform to the presentation adopted in 2008.
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