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Overview



Q:  What is the New Home Buyer Protection Act (NHBPA)?

A: The NHBPA makes home warranties mandatory in Alberta  
 and regulates minimum coverage requirements. Prior to  
 this legislation, home warranties were not mandatory and  
 minimum coverage requirements were not regulated.

 The minimum coverage now required for all homes is:
 
  1 Year Labour & Materials
  This takes care of finishes throughout the home,  
  including any defects in flooring, paint or trim.

  2 Years Delivery and Distribution Systems
  This primarily covers defects in labour and materials  
  related to heating, plumbing and electrical systems.

  5 Years Building Envelope
  This includes the exterior shell of the home, roof and  
  walls. Two additional years of coverage must be   
  offered as an option.
  
  10 Years Structural
  This covers the key structural components of the home,  
  including its frame and foundation.
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Q: Why did the Government of Alberta introduce the  
 NHBPA? 

A: The intent of the NHBPA is to improve builder  
 accountability, as well as increase consumer protection and  
 recourse options. 

 Many Albertans experienced serious issues with  
 residential construction quality in their homes,  
 particularly with the building envelope. Building envelope  
 issues can be very costly to repair, sometimes hundreds of  
 thousands of dollars. 
 
 The legislation was driven by issues encountered in both  
 small rural communities and large urban centres.

 Prior to the NHBPA, the building envelope typically had  
 one year of warranty coverage. Building envelope issues  
 typically do not become evident for at least two to three  
 years. That left homeowners with large repair bills and no  
 warranty protection.

Q: What types of homes are covered?

A: The NHBPA applies to all new residential construction built  
 under a permit applied for after February 1, 2014. 

 It includes single and multi-family homes, condominiums,  
 recreational properties (cottages and cabins), modular and  
 manufactured homes. 

 It also applies to major reconstruction if 75 per cent of the  
 project is new construction. More details are available  
 online at:  
 
 municipalaffairs.gov.ab.ca/reconstruction
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Q: What types of buildings are not covered?

A: The Act does not apply to rental buildings and apartments.  
 Rental exemptions must be registered with the New Home  
 Buyer Protection Office. 
 
 The Act does not apply to hotels, motels, dormitories,  
 care facilities, relocatable work camps, most Habitat  
 for Humanity organizations (those using a buy-back  
 operational model), and the Alberta Social  
 Housing Corporation. 

Q: How many warranty providers are there in Alberta?

A: There are currently several warranty providers in Alberta.  
 Prior to the legislation coming into force, there were four.  
 Alberta is beginning to see diversification in the  
 warranty market. To view all warranty providers  
 please visit homewarranty.alberta.ca
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Working with 
a Warranty 
Provider



Q: How do warranty providers evaluate builders before  
 establishing a relationship? 

A: There are three main criteria:
 
 Experience and Training
  Warranty providers will check into the builder’s experience 

and whether or not the builder is working with  
experienced trades or another experienced builder.  

 Financial Solvency
 Providers will check assets, liabilities, and credit history.  

 Claims History
 If the builder left another warranty provider, they may be  
 contacted to find out why. For example, if the builder has  
 several homes with outstanding warranty claims and is not  
 correcting the issues, the provider may terminate the  
 relationship.



Q: What types of builders qualify for coverage from  
 warranty providers? 

A: Warranty providers work with small and large builders in  
 all parts of the province with all levels of experience. There  
 is no typical client.

Q:  What do warranty providers look for in a business  
relationship with a new builder?

A:  Warranty providers appreciate working with new builders. 
Providers understand that new builders are often red seal 
carpenters or experienced trades people. Warranty  
companies know the importance of developing future 
builders.
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Q: What is a warranty provider’s typical approach to  
 conducting inspections for a new builder or an  
 experienced builder who is new to their company?

A:  If a builder has a good track record, they may not require 
many inspections.  

 
 Normal inspection costs are included as part of the fees.
 
  If inspections show poor quality work, they will conduct 

more inspections as needed to get the issues rectified.  
 
  If numerous extra inspections are required or if the home is 

in an outlying area of the province, extra inspections may 
result in an extra fee to the builder.  

  Warranty providers conduct an average of one to four 
inspections per home, based on risk.

Q: How important is a builder’s relationship with their   
 warranty provider?

A: Over time, fees may be reduced if the builder develops  
 a positive relationship with a warranty provider. A positive  
 relationship develops when a builder demonstrates  
 excellent building practices and minimal claims experience.
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Costs, Fees
& Requirements



Q: What are the costs and other requirements that a builder  
 must provide to a warranty provider in order to obtain  
 coverage?

A: Warranty providers normally have an indemnity  
 requirement and charge a premium/fee.
 
 Warranty providers will conduct a risk assessment of the  
 builder and the new homes that are proposed to be built.  

 This evaluates the builder’s experience, qualifications   
 of the trades they are working with, and their financial  
 solvency (how are they financing the project). 

Q: What is an indemnity?

A: Indemnity is collected by an insurance company to protect  
 their assets. 
  
 It may be collected in the form of a deposit (cash), a  
 letter of credit, or a personal or corporate guarantee in  
 combination with the deposit or letter of credit.  

 The indemnity is used to offset costs in the event of a claim  
 against the builders’ work, if the builder is unable or  
 unwilling to complete the repairs themselves. 
 

Q: How much is an indemnity?

A:  This will vary based on the provider, builder and the type 
of project and is based on a risk assessment. The typical in-
demnity rate collected ranges from $10,000 to $25,000 held 
from two to ten years.



Q: If an indemnity is collected in cash, how is it held?

A: The indemnity would be held in trust by the  
 warranty provider. 

  Warranty providers may hold the indemnity for as long as 
ten years or they may return the indemnity to the builder 
early if there is no longer risk to the warranty provider. 

  For example, the indemnity would be returned early if the 
builder stops building homes. 

  This is a business arrangement and the builder is  
encouraged to shop around to find an arrangement that 
best suits their needs. 

Q:  What are some methods builders can use to obtain the 
indemnity and meet the financial solvency requirements  
of a warranty provider?

A: Prospective builders should thoroughly research and  
 understand all of the financial requirements, beyond those  
 required by warranty providers.

 Warranty providers are willing to help guide builders  
 through these processes and provide suggestions. 
  
 To help a builder establish net worth and financial  
 solvency, some options warranty providers might  
 consider include a line of credit against the builder’s  
 home, as well as consideration of other assets.

Q:  How often is an indemnity paid to the warranty provider? 

A:  The indemnity is collected once, at the time the builder 
establishes their relationship with a warranty provider.

 
  As a practice, some builders set-up new corporations when 

they start new construction projects. This business practice 
may make it more difficult for a warranty provider to  
gather a complete history of a builder’s performance  
record and may increase the risk for the warranty provider. 
As a result, warranty providers may collect an indemnity  
for each corporation that the builder establishes.
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Q: What are the fees paid to the warranty provider?

A: The fee is paid by the builder to the warranty provider  
 prior to the warranty provider offering to insure the  
 residential unit. 

 This amount varies based on the specifics of the home and  
 the builders’ business arrangement with the warranty  
 provider. 

 Typically these may range from $1500 - $3000 per policy.

Q: How often is the fee paid to the warranty provider?

A: The fee is paid once, at the time that the builder registers  
 the home with the warranty provider. 
 
 Once a policy has commenced, the policy remains with the  
 home and cannot be cancelled. 
 
 This is very different from home and auto insurance, where  
 customers pay an annual premium and have annual  
 insurance renewals.

Q:  What are the registration fees paid to the Government  
 of Alberta?

A:   The Government of Alberta collects a $95 registration fee 
per unit through the New Home Buyer Protection Office. 
This fee covers the cost of operating the public registry. The 
public is able to access the registry and look up the status 
of a home warranty at no cost. 
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Future
Steps

Q: How do I choose a warranty provider?

A: Choosing a warranty provider is an important business  
 decision. Research and get in touch with providers of  
 interest to help make your choice. Alberta’s current  
 warranty providers are listed on homewarranty.alberta.ca

Q: What do I have to do after I have warranty coverage?

A:  You will need to register as a user of the New Home Buyer 
Protection system at

 
 municipalaffairs.alberta.ca/builders-portal-information.cfm

 
There are three steps to take
 
 STEP 1 Request access
 
 STEP 2   Create a builder profile
 
 STEP 3   Use the Builder’s Portal to register  
  new properties



Q: What other resources might help?

A: Act and Regulations
 municipalaffairs.gov.ab.ca/home_warranties_acts_regulations.cfm

 Registrar’s Interpretation Bulletins
 municipalaffairs.gov.ab.ca/home_warranties_registrar_bullentins.cfm

 Construction Performance Guide for New Home Warranty in Alberta
 municipalaffairs.gov.ab.ca/home_warranties_performance_guide.cfm

 Frequently Asked Questions  
 municipalaffairs.gov.ab.ca/home_warranties_faqs.cfm



The Government knows small builders are key players  
in Alberta’s economy. Small local homebuilders have  
an important role to play in their local economies  
and contribute to the quality of life in Alberta. 

The Government of Alberta is committed to: 

• Maintaining strong communication with Alberta’s  
warranty providers to ensure small builders continue  
to thrive under the legislative requirements; 

• Maintaining strong communication with small builders  
in Alberta to understand their unique thoughts and ideas; and

• Providing education and support to permit issuers,  
warranty providers, builders and the general  
public about specific issues and requirements in  
the legislation. 

For more information, contact the New Home  
Buyer Protection Office at 1-866-421-6929  
 
Or visit us online at  
municipalaffairs.gov.ab.ca/alberta_home_warranties.cfm


