
Buying a brand-new home can mean a lot
of different things—an opportunity to get
the home you really want, a dream come
true, an investment for the future, an
achievement to be proud of.

It is also a legal transaction that should
never be done without a detailed written
contract! 

The first rule of homebuying is to get it in
writing! A contract, or Agreement of
Purchase and Sale, as it is often referred to,
spells out the terms between you and your
builder—who, what, how, when and how
much. It also sets out the rights, restrictions
and obligations for each party.

Without a detailed contract, there may be
no reference point in case of a
misunderstanding or disagreement between
you and your builder. It may be impossible
to prove what was agreed to, and difficult to
enforce any arrangement or promise that’s
not written down.

Unlike resale transactions, there is no
standard form of Agreement of Purchase
and Sale for buying a new home. In some
areas, builders may adapt model contracts
prepared by their local home builders’
association or their new home warranty
provider. Often, though, builders prepare
their own agreements and require that you
use those forms. As a result, new home
contracts can vary considerably from one
builder to another. 

Typically, a contract will contain
information that’s specific to you, the
purchaser, and the home you are buying, 

as well as general information outlining the
builder’s practices, limitations, disclaimers
and warranty. 

This fact sheet presents information on
some of the terms and provisions that you
may find in a new home sales agreement to
illustrate what a contract can cover and why. 

Before you sign a contract with your builder,
make sure you fully understand what’s in it
and what’s not, and that your interests and
concerns are addressed and your questions
are answered to your satisfaction. 

What’s in a New Home

Contract?

New home Agreements of Purchase and
Sale are generally more complex than resale
contracts. This simply reflects the fact that a
new home is usually a more complex
purchase. 

Contracts can range from a few pages to
sizeable documents with many schedules or
attachments. A quick rule of thumb may be
“the more specific, the better”—having
things on paper, even minor items, reduces
the potential for confusion and conflict. 

The purchase of a brand-new home can
happen in a number of ways. You may buy
a home in a new development from a large
building company, or buy from a custom
builder to have greater flexibility and
choice. You may own a lot and hire a
company to construct your home. You may
buy a factory-built home for a lot you own
or lease. Or you may buy a condominium
unit in a high- or low-rise building project. 

Each scenario has its own practices and
requirements that must be reflected in the
contract; however, many contractual
considerations are common to all. While
this fact sheet is oriented toward the
purchase of a home on a lot from a larger
builder, it may provide helpful and useful
information in other situations.

The following pages highlight some of the
information you may find in a builder’s
contract. Keep in mind that each builder
does business differently. Beyond legal
requirements that everyone must follow,
each builder has its own unique practices,
and the contract will reflect this. 

Also be aware that a builder’s contract may
include provisions or restrictions for the
benefit of the builder. You want to go into
your new home purchase with your eyes
open. Read the contract carefully and make
sure you are familiar and comfortable with
everything in it. If you have questions and
concerns, talk with your builder. Also have
your lawyer or notary review the contract
before you sign it. 

Please note that “builder” refers to the
company or the company representative
that you will be dealing with when buying a
home. This could be the owner of the
company or, in the case of large companies,
more likely a salesperson—either a staff
member or an outside sales specialist.
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For The Most Money! 

 
Hire Jim Williams your real estate 

internet specialist.  
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My web sites target market your home to the lower mainland for buyers! 

My Webs Have Over 2,000,000 Hits Per Year! 

Vancouver 

www.vancouverhousehunting.com 

www.jimwilliamsrealtor.com 

Metro Vancouver & Fraser Valley 

www.forsalesold.org 

www.jimwilliamsrealtor.com 

Tri-Cities 

www.forsalesold.org 

 

Pitt Meadows 

www.forsalesold.net 

Maple Ridge  

www.jimjoyce.com 

www.mapleridgeoutdoors.com 

 

Canada 

www.forsalesold.com 

Mission 

Abbotsford 

Did you know 21% of the real estate buyers come from the internet, 

94% of all adults on the lower mainland of BC are on the internet and 

start looking  six months in advance of selling or buying or both. 

To Sell  Your Home  

For Top $$$!  

Call 

604 463 2200 
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What to look for in a contract Why? Details, explanations

Description of your home

• Model name or number
• Lot number (or legal description)

Possible attachments: 

• Site plan (location of the home on the 
lot/street)

• Floor plan
• Builder’s rendering (artistic drawing)

of home
• Elevations (drawings of the front, rear or 

side of the home)
• Specifications 
• Construction plans (working drawings)
• Disclosure statement

(condominium or strata lot home)

All attachments, or schedules, should be dated
and initialed by you and the builder.

You want to eliminate all possibilities for mistakes. If a builder offers
several versions of a model or variations on the exterior appearance,
verify that the contract describes the right home and the correct details. 

Also verify the lot and orientation of the home. Developers may assign
certain models to specific lots in order to create a diverse and attractive
streetscape—if you have looked at several models and several lots, make
sure you know which lot you are buying. Sometimes homes may be
built as “reverse plans” to fit into the overall community design—check
with your builder if this is the case with the home you chose. 

Be aware that renderings (drawings) used to showcase builder’s homes in
the sales office as well as in printed sell sheets may be an artistic
impression only, not a precise depiction of the home. Items such as
windows, doors, cladding and landscaping, for instance, may be
enhanced for presentation purposes. 

Specifications list the materials and products that will be used in
building your home, from lumber and mechanical systems to windows
and bathroom fixtures.

Usually, the construction plans for your home will not be part of the
contract. Minor changes will be marked on the floor plans. However, if
you are making significant changes to the builder’s model, the modified
construction plans may be attached to the contract. Plans for custom
homes are generally included—if you have paid a separate design or
architectural fee, you normally own the plans. 

Price

• The home

• Upgrades and options

Most builders offer a range of upgrades to the
standard products used in the home, for example,
higher quality carpeting or premium countertops;
or additional, optional items, from built-in 
wine-racks to sunrooms.

The cost of buying a new home normally consists of two parts: the
actual price of the home and other costs associated with the purchase
(see later).

Know what’s included in the price of the standard model, and what’s
not. If your buying decision is based on a model home, the model most
likely has upgrades and options that are not included in the standard
price. If you are uncertain, ask the builder to walk through the model to
clarify standard items as well as upgrades and options. Further, the
contract should note if there will be any rental equipment in the home
you are buying, such as the hot water heater, furnace or heat pump.

All the upgrades and options you select for your home should be listed
and described in detail (such as brand, model name, product number,
colour and cost). Some builders may ask you to choose upgrades and
“extras” right away, and the additional cost will be included in the
purchase price up front. More commonly, you will have an opportunity
to choose upgrades and extras at a later date, usually as part of the
colour selection process (see below) and the contract will be amended as
needed. Usually you will pay the cost of these “extras” at the time of
closing, when you take possession of the home. 
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• GST/HST and the GST/HST New 
Housing Rebate

Homebuyers can choose to apply for the rebate
themselves, or they can assign the rebate to the
builder, in essence redirecting payment from
Canada Customs and Revenue Agency to the
builder.

• Payment schedule

Possible attachments:

• Detailed pricing sheet
• Listing of upgrades and options
• GST/HST rebate assignment form
• Receipt for deposit

A new home purchase is subject to GST/HST; however, there is usually a
rebate of up to 2.5 per cent of the GST payable. To qualify, the home and
the purchaser have to meet certain criteria.

In the vast majority of new home purchases, the GST/HST rebate is assigned
directly to the builder. In fact, the rebate is often calculated right into the
purchase price of the home, and when you sign the Agreement of Purchase
and Sale, you’ll be asked to sign a rebate assignment form at the same time. 

Contact your local Canada Customs and Revenue Agency office for more
information, or visit www.ccra-adrc.gc.ca.

The contract should set out a schedule of payments with dates and amounts.
It normally begins with a deposit when you sign the contract, and often an
additional deposit once all conditions (see below) have been met. Your
builder may require progress or milestone payments throughout construction.
The balance is normally payable on closing, i.e. the day you take possession
of the home. 

The deposit amount required by builders can vary significantly; ask upfront
what is considered “normal” and reasonable. You will also want to know if
your deposit will be held in trust, if it will be insured and for how much, and
whether it is refundable if you have to back out of the sale. 

Builders may differentiate between “deposit” and “reservation” money. 
The latter may be used in cases where the builder is putting a hold on a
particular lot or home for you for a short period of time, while you “think it
over”. Some builders may also allow you to reserve a home for a longer
period while they may be waiting for municipal approvals, for instance.

Other costs

• Additional costs and charges 

Builders may charge for a variety of other items, to be paid on closing. 
Check the contract carefully for mention of any additional costs. Also ask the
builder to list all additional charges—you want to avoid surprises when you
sign the final cheque in your lawyer’s or notary’s office. 

Additional costs may involve, but not be limited to: installation and hook-up
of utilities; connection of appliances; tree planting; a second coat of asphalt
on the driveway; the cost of the new home warranty and fees for the builder’s
lawyer/notary to prepare the deed. Builders may also include a clause in the
contract related to additional charges in the event they hit bedrock when
excavating, or encounter other soil conditions that could add significantly to
their cost.

• Adjustments

• Closing costs

Possible attachments:

• List of additional charges

There may also be costs related to adjustments on closing, such as utilities
and pre-paid taxes, or insurance premiums if you assume the builder’s policy.
Again, check the contract and talk with your builder and your lawyer/notary. 

Finally, you will have a number of other closing costs, such as legal fees, land
transfer tax and mortgage fees. While not directly involving your builder,
most companies will be able to give you a list and an estimate of these costs.
Also talk with your lawyer/notary and mortgage lender about closing costs, so
you have a clear idea of your final financial obligations.

Price (cont’d)
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Financing

• Builder mortgage

• New mortgage

Pre-approval usually means that your lender is
committed to giving you a mortgage loan up to a
certain amount, at a set interest rate and other
terms. This commitment is for a specific length of
time, after which you have to negotiate new terms
and conditions with your lender.

Possible attachments:

• Mortgage information
• Financing conditions 

Some builders offer mortgages through their financial institution,
sometimes at preferential rates or with added incentives. Before you
accept, check the conditions and requirements carefully, and any
processing costs involved. 

You can also arrange for your own mortgage. If you have pre-approval
from your lender, you already know how much you can borrow and on
what terms. If not, you want to make the purchase conditional upon
obtaining a mortgage. Also be sure that you understand the
timeframes—a “pre-sale” home (a home from plans) may take a long
time to completion; check that your lender’s mortgage commitment
doesn’t expire prior to the closing date on your new home. 

Some builders, particularly those building custom homes, may require
regular milestone payments during construction. Construction loans
(known as draw mortgages in some areas) can be established to allow
you or the builder to draw advances from your future mortgage at agreed
intervals during the building process. Your builder may decide to pay for
fees or accrued interest when using this process.

Other conditions

• For the purchaser’s benefit

The language in a condition should be easy to
understand—what needs to be done, by whom
and by when.

• For the builder’s benefit

Possible attachments:

• Conditions

In addition to financing, a contract can include other conditions to
protect your interests. For instance, you will want your lawyer/notary to
review the contract before you sign. Some builders’ agreements contain a
standard clause to that effect; in other cases, you may have to add a
condition in the body of the main document or as an attachment. 

There are other circumstances: for instance, you may want to make the
purchase of the new home conditional upon the sale of your current
home. Or if your spouse or partner is not available during discussions
with the builder, you may want to add a condition related to their
approval of the contract. 

The agreement may also include conditions for the benefit of the builder.
For instance, your purchase may be conditional upon the builder getting
a building permit. Or the builder may not yet have municipal approval
for the subdivision plan; if not approved, construction cannot go ahead.
Your contract should set timeframes and state what will happen if the
builder has to terminate the agreement, for example, refund of deposit.

Restrictions on title

• Easements

“The builder promises that the title is free and clear of all encumbrances,
except for …” Your contract should include information about any
restrictions on title. Subdivisions may have some form of restrictions
that limit what you can do on your property, so it’s important to know. 

For instance, developers may have agreements with the municipality or
other landowners that must be passed on to the purchaser. Easements
normally allow access or use of your land by others, including rights-of-
way for utilities, telephone and cable lines, drainage or sewers, and
backyard access for other residents. Usually, you cannot build permanent
structures (e.g. garden sheds, decks or play equipment) over easements.
Sometimes, easements can be temporary, giving the builder or developer
access to your lot until the community is fully developed and built. 
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• Covenants

Possible attachments:

• Restrictions on title
• Community or subdivision plan
• Community guidelines

Covenants normally deal with things you may or may not be able to do, such
as hang laundry in the backyard, plant certain kinds of trees, take down or
erect a fence, or change the exterior colour scheme of your home. They may
also dictate the location of satellite dishes or condensing units for air
conditioners. Some developments publish detailed community guidelines.

Your decision to purchase may in part be influenced by the community itself,
so make sure you understand what it offers—for instance, green spaces,
landscaping, fencing, recreational facilities and schools. You want to know
about other things that could affect your enjoyment of your home, such as
nearby community mailboxes, future bus stops and passenger shelters. This is
part of the community plan—ask the builder to “show and tell”.

You or your lawyer/notary may also want to contact the local municipal
office for information about the development, and to find out if there are
future plans for adjoining areas or nearby that could affect you and your
property. This could include new or expanded roads, industrial parks,
commercial strips or residential developments.

Construction schedule

• Start and completion dates

The builder should be able to identify a start and/or completion date in the
contract; however, there may be exceptions. For instance, the builder may be
waiting for you to meet certain conditions or for final municipal approvals.
In such cases, the contract may note that start dates are approximate. It may
also specify what will happen, for example, “If the builder is not able to begin
construction of the home within xx days of the signing of the contract (or
approval of the mortgage by the buyer’s lender, or … ), the contract is null and
void, and the purchaser’s deposit will be returned in full.”

Ask the builder to explain whether the completion, or occupancy, date
appearing in the contract is tentative or a confirmed date. This may have
implications for notification and coverage of delays under warranty.

• Delays

Possible attachments:

• Process/details regarding delays

Look for the contract to cover completion delays, either in the main section
of the contract or a separate attachment. The contract may note that the
builder participates in a new home warranty program with an established
process for dealing with delays. In any event, make sure you understand
exactly how it works—what constitutes a delay, when and how you will be
notified, and what happens if you have to move out of your old home before
the new one is ready. This is crucial information because you likely need to
coordinate your move with your current landlord or with new owners of
your current home. Delays can also affect your mortgage by postponing the
closing of your home beyond the period of your guaranteed interest rate. Ask
your builder to explain, and also contact the builder’s new home warranty
provider for information on delays, including rules and procedures.

Remember that your builder wants to avoid delays as much as you do.
Delays can happen for many reasons beyond a builder’s control, from bad
weather to labour and material shortages; this is often spelled out in the
contract. However, when all parties have discussed the possibility in advance
and are familiar with the process, it is usually a lot easier to deal with delays,
should they happen.

Restrictions on title (cont’d)
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• A new home contract is most often
a “living document” that keeps
growing, with the addition of
schedules, attachments, waivers,
colour selections, change orders and
so on. Start a file and keep a copy of
everything. Read everything in the
file, even the smallest print. Also
keep note of all meetings and
discussions with the builder—a
good paper trail makes for a good
relationship with your builder.

• The purchase of a new home can
be time-consuming. While your
home is being built, you will have
to be available to the builder,
sometimes during working hours
or at short notice, to deal with
your obligations under the
contract, such as colour selection or
site inspections.
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Priced Publications

Homeowner’s Manual Order No. 61841

Homeowner’s Inspection Checklist Order No. 62114

Home Care: A Guide to Repair and Maintenance Order No. 61019

Free Publications

Home buying Step by Step Order No. 60946

About Your House fact sheets

Hiring a Home Inspector Order No. 62839

Selecting a New Home Builder Order No. 63495
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To find more About Your House fact sheets plus a wide variety of information products,

visit our website at www.cmhc.ca.You can also reach us by telephone at 1 800 668-2642 

or by fax at 1 800 245-9274.




