
Understanding Contracts

Written contracts are important documentation in many consumer transactions. A contract is required by law in
situations where some part of a contracted service or product is to be delivered in the future, such as a contract for
a gym membership, a renovation, equipment rental, or a property lease. The law also requires that the information
in a contract be clear and leave no room for misinterpretation. Understanding a contract can help you avoid lost
time, energy or money when disputing your rights or obligations.

1 In groups, discuss the following questions.

1. In what situations have you signed a contract? 

2. What type of information is typically included in a contract?

3. What can you do to ensure you are well-informed about the conditions of a contract? 

2 Refer to the contract on the next page to answer the questions below.

1. What kind of service is this contract for?

2. What is the timeline for this contract? Can it be renegotiated?

3. What is the final amount that the contractor will receive for the rendered services?

4. What additional money can the contractor expect to be paid by the client? 

5. What will happen if the contractor cannot complete the work because of a family emergency? 

6. How much will the client pay the contractor if the client decides to cancel the contract?

7. Read the contract again and write a list of items that it includes (listed as A, B, C, etc.).

3 Work in pairs. Take on the roles of the client and contractor and renegotiate one of the terms listed
in the agreement. Present your role-play to the class.
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Understanding Contracts (Cont.)

TERMS OF AGREEMENT

This agreement confirms the terms of service between:

(the Service Provider or Contractor), and 

(the Client).

Subject to terms and conditions listed in this Agreement, the Client hereby engages the Contractor to
provide the services set forth below, and the Contractor accepts such engagement.

A. The Contractor will provide the following services to the Client:
Stage I: tearing down existing kitchen
Stage II: replacing upper and lower cabinets; installing countertops
Stage III: tiling backsplash and painting walls

The samples of materials and design drawings are to be provided by the Contractor for the Client’s approval
prior to the project start date.

B. The services will take effect from July 2, 2011 through September 30, 2011 or earlier upon
completion of duties under this Agreement. The Agreement cannot be extended or terminated earlier
unless determined through mutual agreement.

C. Fees payable to the Contractor for services will be charged at the rate of $12,500 payable in three
installments. The initial deposit of $1,000 will be paid to the Contractor upon activating this contract.
A second installment of $5,000 will be paid to the Contractor upon completion of Stage I of the
project. The amount of $6,500 will be paid upon the completion of the entire project. Such
compensation shall be payable within 30 days of receipt of the Contractor’s invoice.

D. During the term of this Agreement, the Contractor shall bill the Client for all reasonable material
expenses incurred during the term of the Agreement. The Client shall approve those expenses and
reimburse the Contractor upon receipt of documentation.

E. The Contractor shall have no claim against the Client for vacation pay, health or employee benefits of
any kind. The Contractor will carry the liability insurance relative to the service under this Agreement.

F. Termination of this Agreement by the Client before the set date requires payment of half of the unpaid
balance. Termination by the Contractor requires payment of any money owed by both parties, based on
the work completed and money paid.

G. This Agreement can be postponed for unexpected health reasons and emergencies. In case of
postponement, the Client and the Contractor will mutually agree upon a new arrangement to complete
the project in a timely manner.

The signatures of both the undersigned activate this agreement as of the day and year written below. The
terms and conditions outlined above shall become binding for both parties.

The Contractor: The Client:

Date: Date: 
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Understanding Contracts (Cont.)

4� One of the most commonly signed contracts is a “lease” or rental agreement for a house or
apartment. Read the statements below and circle true or false. Then locate information about
rental agreements on the Canada Mortgage and Housing Corporation website to check your
answers. On the CMHC home page (www.cmhc-schl.gc.ca), enter the terms rental agreement
in the site search box. Then select The Rental Agreement.

1. A rental agreement should stipulate the rights of the tenant and the obligations 
of the landlord. T F

2. The terms of a rental agreement should include the names of all tenants. T F

3. The terms of a rental agreement do not include tenants’ emergency contact information. T F

4. It is stipulated in a lease whether or not you can sublet the property to another person. T F

5. A rental agreement outlines steps/procedures for disputing late rent payment, damage 
to property or termination of lease. T F

6. A lease can stipulate what kind of bed you can or cannot have on the premises. T F

7. In Ontario, landlords cannot evict tenants who breach the “no smoking” clause in 
their lease. T F

8. Rental lease forms are the same in all provinces across Canada. T F

9. A landlord can lock out a tenant for not paying a rent. T F

10. Federal authorities are in charge of all housing legislation. T F

5� Search the Internet for sample contracts or agreements. Compare the language used in two 
or more sample contracts. Make a list of common terms relating to terms and conditions 
included in a contract. 

Possible search terms: sample contracts; sample agreements
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