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VIRGINIA REAL ESTATE BOARD REGULATIONS
PART V
STANDARDS OF PRACTICE AND CONDUCT

18 VAC 135-20-155. Grounds for disciplinary action.

The board has the power to fine any licensee, and to suspend or revoke any license

issued under the provisions of Chapter 21 (§ 54.1-2100 et seq.) of Title 54.1 of the Code of
Virginia, and this chapter where the licensee has been found to have violated or cooperated with
others in violating any provision of Chapter 21 (§ 54.1-2100 et seq.) of Title 54.1 of the Code of
Virginia, Chapter 1.3 (§ 6.1-2.19 et seq.) of Title 6.1 of the Code of Virginia or any regulation of
the board. Any licensee failing to comply with the provisions of Chapter 21 (§ 54.1-2100 et seq.)
of Title 54.1 of the Code of Virginia or the regulations of the Real Estate Board in performing any
acts covered by §§ 54.1-2100 and 54.1-2101 of the Code of Virginia may be charged with
improper dealings, regardless of whether those acts are in the licensee’s personal capacity or in
his capacity as a real estate licensee.

18 VAC 135-20-160. Place of business.

A. Within the meaning and intent of § 54.1-2110 of the Code of Virginia, a place of business shall
be an office where:

1. The principal broker, either through his own efforts or through the efforts of his employees or
associates, regularly transacts the business of a real estate broker as defined in § 54.1-2100 of
the Code of Virginia; and

2. The principal broker and his employees or associates can receive business calls and direct
business calls to be made.

B. No place of business shall be in a residence unless it is separate and distinct from the living
quarters of the residence and is accessible by the public.

C. Every principal broker shall have readily available to the public in the main place of business
the firm license, the principal broker license and the license of every salesperson and broker
active with the firm. The branch office license and a roster of every salesperson or broker
assigned to the branch office shall be available to the public posted in a conspicuous place in
each branch office.

D. Each place of business and each branch office shall be supervised by a supervising broker.
The supervising broker shall exercise reasonable and adequate supervision of the provision of
real estate brokerage services by associate brokers and salespersons assigned to the branch
office. The supervising broker may designate another broker to assist in administering the
provisions of this subsection. The supervising broker does not relinquish overall responsibility for
the supervision of the acts of all licensees assigned to the branch office.

Factors to be considered in determining whether the supervision is reasonable and adequate
include, but are not limited to, the following:

1. The availability of the supervising broker to all licensees under the supervision of the broker to
review and discuss contract provisions, approve all documents including but not limited to leases,
contracts affecting the firm’s clients, brokerage agreements provisions agreements and
advertising;

2. The availability of training and written procedures and policies which provide, without limitation,
clear guidance in the following areas:
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a) Proper handling of escrow deposits;

b) Compliance with federal and state fair housing laws and regulations if the firm engages in
residential brokerage, residential leasing, or residential property management;

c) Advertising;

d) Negotiating and drafting of contracts, leases and brokerage agreements;

e) Use of unlicensed individuals;

f)  Agency relationships;

g) Distribution of information on new or changed statutory or regulatory requirements;
h) Disclosure of matters relating to the condition of the property.

i) Such other matters as necessary to assure the competence of licensees to comply with
this chapter and Chapter 21 (§ 54.1-2100 et seq.) of Title 54.1 of the Code of Virginia.

3. The availability of the supervising broker in a timely manner to supervise the management of
the brokerage services;

The supervising broker ensures the brokerage services are carried out competently and in
accordance with the provisions of this chapter and Chapter 21 (§ 54.1-2100 et seq.) of Title 54.1
of the Code of Virginia;

The supervising broker undertakes reasonable steps to ensure compliance by all licensees
assigned to the branch office;

If a supervising broker is located more than 50 miles from the branch office and there are
licensees who regularly conduct business assigned to the branch office, the supervising broker
must certify in writing on a quarterly basis on a form provided by the board that the supervising
broker complied with the requirements in this subsection; and

The supervising broker must maintain the records required in this subsection for three years. The
records must be furnished to the board’s agent upon request.

18 VAC 135-20-170. Maintenance of licenses.
A. Name and address.

1. Salespersons and individual brokers shall at all times keep the board informed of their current
name and home address. Changes of name and address must be reported to the board in writing
within 30 calendar days of such change. The board shall not be responsible for the licensee's
failure to receive notices, communications and correspondence caused by the licensee's failure
to promptly notify the board of any change of address. A licensee may use a professional name
other than a legal name if that professional name is filed with the board prior to its use. The
professional name shall include the licensee's first or last name and shall not include any titles.

2. Salespersons and brokers shall be issued a license only to the place of business of the sole
proprietorship or firm with which the salesperson or broker is active.
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3. Principal brokers must at all times keep the board informed of their current firm and branch
office name and addresses and changes of name and address must be reported to the board in
writing within 30 calendar days of such change. A physical address is required. A post office box
will not be accepted.

B. Discharge or termination of active status.

1. When any salesperson or broker is discharged or in any way terminates his active status with a
sole proprietorship or firm, it shall be the duty of the sole proprietor or principal broker to return
the license by certified mail to the board so that it is received within 10 calendar days of the date
of termination or status change. The sole proprietor or principal broker shall indicate on the
license the date of termination, and shall sign the license before returning it.

2. When any principal broker is discharged or in any way terminates his active status with a firm,
it shall be the duty of the firm to notify the board and return the license by certified mail to the
board within three business days of termination or status change. The firm shall indicate on

the license the date of termination, and shall sign the license before returning it.

See §54.1-2109 of the Code of Virginia for termination relating to the death or disability of the
principal broker.

Historical Notes

Derived from VR585-01-1 §5.2, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-180. Maintenance and management of escrow accounts.
A. Maintenance of escrow accounts.

1. If money is to be held in escrow, each firm or sole proprietorship shall maintain in the name by
which it is licensed one or more federally insured separate escrow accounts in a federally insured
depository in Virginia into which all down payments, earnest money deposits, money received
upon final settlement, rental payments, rental security deposits, money advanced by a buyer or
seller for the payment of expenses in connection with the closing of real estate transactions,
money advanced by the broker's client or expended on behalf of the client, or other escrow funds
received by him or his associates on behalf of his client or any other person shall be deposited
unless all principals to the transaction have agreed otherwise in writing. The balance in the
escrow accounts shall be sufficient at all times to account for all funds that are designated

to be held by the firm or sole proprietorship. The principal broker shall be held responsible for
these accounts. The supervising broker and any other licensee with escrow account authority
may be held responsible for these accounts. All such accounts, checks and bank statements shall
be labeled "escrow" and the account(s) shall be designated as "escrow" accounts with the
financial institution where such accounts are established.

2. Funds to be deposited in the escrow account may include moneys which shall ultimately
belong to the licensee, but such moneys shall be separately identified in the escrow account
records and shall be paid to the firm by a check drawn on the escrow account when the funds
become due to the licensee. Funds in an escrow account shall not be paid directly to the
licensees of the firm. The fact that an escrow account contains money which may ultimately
belong to the licensee does not constitute "commingling of funds" as set forth by subdivision C 2
of this section, provided that there are periodic withdrawals of said funds at intervals of

not more than six months, and that the licensee can at all times accurately identify the total funds
in that account which belong to the licensee and the firm.
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3. If escrow funds are used to purchase a certificate of deposit, the pledging or hypothecation of
such certificate, or the absence of the original certificate from the direct control of the principal or
supervising broker, shall constitute commingling as prohibited by subdivision C 2 of this section.

B. Disbursement of funds from escrow accounts.

1. a. Purchase transactions. Upon the ratification of a contract, earnest money deposits and down
payments received by the principal broker or supervising broker or his associates must be placed
in an escrow account by the end of the fifth business banking day following ratification, unless
otherwise agreed to in writing by the parties to the transaction, and shall remain in that account
until the transaction has been consummated or terminated. In the event the transaction is not
consummated (non-consummation), the principal broker or supervising broker shall hold such
funds in escrow until (i) all principals to the transaction have agreed in writing as to their
disposition, or (ii) a court of competent jurisdiction orders such disbursement of the funds, or (iii)
the broker can pay the funds to the principal to the transaction who is entitled to receive them in
accordance with the clear and explicit terms of the contract which established the deposit. In the
latter event, prior to disbursement, the broker shall give written notice to the principal to the
transaction not to receive the deposit by either (i) hand delivery receipted for by the addressee, or
(ii) by certified mail return receipt requested, with a copy to the other party, that this payment will
be made unless a written protest from that principal to the transaction is received by the broker
within 30 days of the hand delivery or mailing, as appropriate, of that notice. If the notice is sent
within 90 days of the date of non-consummation, the broker may send the notice by receiptable
email or facsimile if such email address or facsimile information is set forth in the contract or
otherwise provided by the recipient.

In all events, the broker may send the notice to the notice address, if any, set forth in the contract.
If the contract does not contain a notice address and the broker does not have another

address for the recipient of the notice, the broker may send it to the last known address of the
recipient. No broker shall be required to make a determination as to the party entitled to

receive the earnest money deposit. The broker shall not be deemed to violate any obligation to
any client by virtue of making such a determination. A broker who has carried out the above
procedure shall be construed to have fulfilled the requirements of this chapter.

b. Lease transactions: security deposits. Any security deposit held by a firm or sole proprietorship
shall be placed in an escrow account by the end of the fifth business banking day following
receipt, unless otherwise agreed to in writing by the principals to the transaction. Each such
security deposit shall be treated in accordance with the security deposit provisions of the Virginia
Residential Landlord and Tenant Act, Chapter 13.2 (§55-248.2 et seq.) of Title 55 of the Code of
Virginia, unless exempted therefrom, in which case the terms of the lease or other applicable law
shall control. Notwithstanding anything in this section to the contrary, unless the landlord has
otherwise become entitled to receive the security deposit or a portion thereof, the security deposit
shall not be removed from an escrow account required by the lease without the written consent of
the tenant.

c. Lease transactions: rents or escrow fund advances. Unless otherwise agreed in writing by all
principals to the transaction, all rents and other money paid to the licensee in connection with the
lease shall be placed in an escrow account by the end of the fifth business banking day following
receipt, unless otherwise agreed to in writing by the principals to the transaction, and remain in
that account until paid in accordance with the terms of the lease and the property management
agreement, as applicable.

2. a. Purchase transactions. Unless otherwise agreed in writing by all principals to the
transaction, a licensee shall not be entitled to any part of the earnest money deposit or to any
other money paid to the licensee in connection with any real estate transaction as part

of the licensee's commission until the transaction has been consummated. b. Lease transactions.
Unless otherwise agreed in writing by the principals to the lease or property management
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agreement, as applicable, a licensee shall not be entitled to any part of the security deposit or to
any other money paid to the licensee in connection with any real estate lease as part of the
licensee's commission except in accordance with the terms of the lease or the property
management agreement, as applicable. Notwithstanding anything in this section to the contrary,
unless the landlord has otherwise become entitled to receive the security deposit or a portion
thereof, the security deposit shall not be removed from an escrow account required by the lease
without the written consent of the tenant.

3. On funds placed in an account bearing interest, written disclosure in the contract of sale or
lease at the time of contract or lease writing shall be made to the principals to the transaction
regarding the disbursement of interest.

4. A licensee shall not disburse or cause to be disbursed moneys from an escrow or property
management escrow account unless sufficient money is on deposit in that account to the credit of
the individual client or property involved.

5. Unless otherwise agreed in writing by all principals to the transaction, expenses incidental to
closing a transaction, e.g., fees for appraisal, insurance, credit report, etc., shall not be deducted
from a deposit or down payment.

C. Actions including improper maintenance of escrow funds include:

1. Accepting any note, nonnegotiable instrument, or anything of value not readily negotiable, as a
deposit on a contract, offer to purchase, or lease, without acknowledging its acceptance in the
agreement;

2. Commingling the funds of any person by a principal or supervising broker or his employees or
associates or any licensee with his own funds, or those of his corporation, firm, or association;

3. Failure to deposit escrow funds in an account or accounts designated to receive only such
funds as required by subdivision A 1 of this section;

4. Failure to have sufficient balances in an escrow account or accounts at all times for all funds
that are designated to be held by the firm or sole proprietorship as required by this chapter; and

5. Failing, as principal broker, to report to the board within three business days instances where
the principal broker reasonably believes the improper conduct of a licensee has caused
noncompliance with this section.

Historical Notes

Derived from VR585-01-1 §5.3, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-185. Maintenance and management of financial records.

A. A complete record of financial transactions conducted under authority of the principal broker's
Virginia license shall be maintained in the principal broker's place of business, or in a designated
branch office. When the principal broker's office is located outside of Virginia and the firm has a
branch office in Virginia, a copy of these records shall be maintained in the Virginia office. These
records shall show, in addition to any other requirements of the regulations, the following
information: from whom money was received; the date of receipt; the place of deposit; the date of
deposit; and, after the transaction has been completed, the final disposition of the funds.
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B. The principal broker shall maintain a bookkeeping or record keeping system which shall
accurately and clearly disclose full compliance with the requirements outlined in this section.
Accounting records which are in sufficient detail to provide necessary information to determine
such compliance shall be maintained.

C. Actions constituting improper record keeping include:

1. Failing, as a principal or supervising broker, to retain for a period of three years from the date
of the closing or ratification, if the transaction fails to close, a complete and legible copy of each
disclosure of a brokerage relationship, and each executed contract, agreement, and closing
statement related to a real estate transaction, in the broker’s control or possession, unless
prohibited by law;

2. Having received monies on behalf of others and failed to maintain a complete and accurate
record of such receipts and their disbursements for a period of three years from the date of the
closing or termination of a lease or conclusion of the licensee's involvement in the lease; and

3. Failing, within a reasonable time, to account for or to remit any monies coming into a licensee's
possession which belong to others.

18 VAC 135-20-190. Advertising by licensees.

A. Definitions. The following definitions apply unless a different meaning is plainly
required by the context:

"Advertising" means all forms of representation, promotion and solicitation
disseminated in any manner and by any means of communication to consumers
for any purpose related to licensed real estate activity.

"Disclosure" in the context of online advertising means (i) advertising that contains the firm's
licensed name, the city and state in which the firm's main office is located and the jurisdiction in
which the firm holds a license or (ii) advertising that contains the licensee name, the name of the
firm with which the licensee is active, the city and state in which the licensee's office is located
and the jurisdiction in which the licensee holds a license.

"Disclosure" in the context of other advertising means (a) advertising by the firm that contains the
firm's licensed name and the firm's address or (b) advertising by an affiliated licensee that
contains the licensee's name, the name of the firm with which the licensee is active and the firm's
address.

"Institutional advertising" means advertising in which no real property is identified.

"Viewable page" means a page that may or may not scroll beyond the borders of
the screen and includes the use of framed pages.

B. All advertising must be under the direct supervision of the principal broker or supervising
broker, in the name of the firm and, when applicable, comply with the disclosure required by
§54.1-2138.1 of the Code of Virginia. The firm's licensed name must be clearly and legibly
displayed on all advertising.

C. Online advertising.

1. Any online advertising undertaken for the purpose of any licensed activity is subject to the
provisions of this chapter.
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2. All online advertising that can be viewed or experienced as a separate unit (i.e., e-mail
messages and web pages) must contain disclosure as follows:

a. The web. If a firm or licensee owns a webpage or controls its content, the viewable page must
include disclosure or a link to disclosure.

b. E-mail, newsgroups, discussion lists, bulletin boards. All such formats shall include disclosure
at the beginning or end of each message. The provisions of this subsection do not apply to
correspondence in the ordinary course of business.

c. Instant messages. Disclosure is not necessary in this format if the firm or licensee provided the
disclosures via another format prior to providing, or offering to provide, licensed services.

d. Chat/Internet-based dialogue. Disclosure is required prior to providing, or offering to provide,
licensable services during the chat session, or in text visible on the same webpage that contains
the chat session if the licensee controls the website hosting the chat session.

e. Voice Over Net (VON). Disclosure is required prior to advertising or the disclosure text must be
visible on the same webpage that contains the VON session.

f. Banner ads. A link to disclosure is required unless the banner ad contains the disclosure.

3. All online listings advertised must be kept current and consistent as follows:

a. Online listing information must be consistent with the property description and actual status of
the listing. The licensee shall update in a timely manner material changes to the listing status
authorized by the seller or property description when the licensee controls the online site.

b. The licensee shall make timely written requests for updates reflecting material changes to the
listing status or property descriptions when a third party online listing service controls the

website displaying the listing information.

c. All listing information shall indicate in a readily visible manner
the date that the listing information shown was last updated.

D. The following activities shall be prohibited:

1. Implying that property listed by a licensee's firm and advertised by the firm or licensee is for
sale, exchange, rent or lease by the owner or by an unlicensed person;

2. Failing to include a notice in all advertising that the owner is a real estate licensee if the
licensee owns or has any ownership interest in the property advertised and is not using the
services of a licensed real estate entity;

3. Failing to include the firm's licensed name on any sign displayed outside
each place of business;

4. Failing to obtain the written consent of the seller, landlord, optionor or licensor prior to
advertising a specific identifiable property; and

5. Failing to identify the type of services offered when advertising by general description a
property not listed by the party making the advertisement.

Historical Notes
Derived from VR585-01-1 §5.4, eff. July 15, 1987; amended, Virginia Register Volume 5,
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Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-200. Repealed.

Historical Notes

Derived from VR585-01-1 §6.1, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; repealed, Virginia Register Volume 19, Issue 12, eff. April 1, 2003.

18 VAC 135-20-200. Repealed.
18 VAC 135-20-210. Disclosure of interest.

If a licensee knows or should have known that he, any member of his family, his firm, any
member of his firm, or any entity in which he has an ownership interest, is acquiring or
attempting to acquire or is selling or leasing real property through purchase, sale or lease and
the licensee is a party to the transaction, the licensee must disclose that information to the
owner, purchaser or lessee in writing in the offer to purchase, the application, the offer to lease
or lease. This disclosure shall be made to the purchaser, seller or lessee upon having
substantive discussions about specific real property.

Historical Notes

Derived from VR585-01-1 §6.2, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-220. Disclosure of brokerage relationships.
A. Purchase transactions.

1. Unless disclosure has been previously made by a licensee, a licensee shall disclose to an
actual or prospective buyer or seller who is not the client of the licensee and who is not
represented by another licensee and with whom the licensee has substantive discussions about a
specific property or properties, the person whom the licensee represents in a brokerage
relationship, as that term is defined in §54.1-2130 of the Code of Virginia.

2. Except as otherwise provided in subdivision 3 of this subsection, such disclosure shall be
made in writing at the earliest practical time, but in no event later than the time specific real estate
assistance is first provided. Any disclosure complying with the provisions of §54.1-2138 A of the
Code of Virginia shall be deemed in compliance with this disclosure requirement.

3. Alicensee acting as a dual or designated representative shall obtain the written consent of all
clients to the transaction at the earliest practical time. Such consent shall be presumed to have
been given by a client who signs a disclosure complying with the provisions of §54.1-2139 of the
Code of Virginia. Such disclosure shall be given to, and consent obtained from,

(i) the buyer not later than the time an offer to purchase is presented to the licensee who will
present the offer to the listing agent or seller, and (ii) the seller not later than the time the offer to
purchase is presented to the seller.
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4. Any disclosure required by this subsection may be given in combination with other disclosures
or information, but, if so, the disclosure must be conspicuous, printed in bold lettering, all capitals,
underlined, or within a separate box or as otherwise provided by §54.1-2138 of the Code of
Virginia.

B. Lease transactions.

1. Unless disclosure has been previously made by a licensee, a licensee shall disclose to an
actual or prospective landlord or tenant who is not the client of the licensee and who is not
represented by another licensee, that the licensee has a brokerage relationship with another
party or parties to the transaction. Such disclosure shall be in writing and included in the
application for lease or the lease itself, whichever occurs first. If the terms of the lease do not
provide for such disclosure, the disclosure shall be made in writing not later than the signing of
the lease.

2. This disclosure requirement shall not apply to lessors or lessees in single or multi-family
residential units for lease terms of less than two months.

Historical Notes

Derived from VR585-01-1 §6.3, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-230. Repealed.

18 VAC 135-20-240. Provision of records to the board.

Unless otherwise specified by the board, or as set forth in § 54.1-2108 of the Code of

Virginia, a licensee of the Real Estate Board shall produce to the board or any of its agents within
10 days of the request any document, book, or record concerning any real estate transaction in
which the licensee was involved, or for which the licensee is required to maintain records for
inspection and copying by the board or its agents. The board may extend such time frame upon a
showing of extenuating circumstances prohibiting delivery within such 10-day period.

18 VAC 135-20-250. Response to inquiry of the board.

A licensee must respond to an inquiry by the board, other than requested under 1823
VAC 135-20-240, or its agents within 21 days.

18 VAC 135-20-260. Unworthiness and incompetence.

Actions constituting unworthy and incompetent conduct include:

1. Obtaining a license by false or fraudulent representation;

2. Holding more than one license as a real estate broker or salesperson in
Virginia except as provided in this chapter;

3. As a currently licensed real estate salesperson, sitting for the licensing examination for a
salesperson's license;

4. As a currently licensed real estate broker, sitting for a real estate licensing examination;
5. Having been convicted or found guilty, regardless of the manner of adjudication in any
jurisdiction of the United States of a misdemeanor involving moral turpitude, sexual offense, drug

distribution or physical injury, or any felony, there being no appeal pending there from or the time
for appeal having elapsed. Review of convictions shall be subject to the requirements of § 54.1-
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204 of the Code of Virginia. Any plea of nolo contendere shall be considered a conviction for
purposes of this subdivision. The record of a conviction certified or authenticated in such form as
to be admissible in evidence under the laws of the jurisdiction where convicted shall be
admissible as prima facie evidence of such conviction or guilt;

6. Failing to inform the board in writing within 30 days of pleading guilty or nolo contendere or
being convicted or found guilty regardless of adjudication of any convictions as stated in
subdivision 5 of this section;

7. Having had a license as a real estate broker or real estate salesperson that was suspended,
revoked, or surrendered in connection with a disciplinary action or that has been the subject of
discipline in any jurisdiction.

8. Failing to inform the board in writing within 30 days of a disciplinary action as stated in
subdivision 7 of this section.

9. Having been found in a court or an administrative body of competent jurisdiction to have
violated the Virginia Fair Housing Act, the Fair Housing Laws of any jurisdiction of the United
States including without limitation Title VIII of the Civil Rights Act of 1968, (82 Stat. 73) or the Civil
Rights Act of 1866 (14 Stat. 27), there being no appeal there from or the time for appeal having
elapsed;

10. Failing to act as a real estate broker or salesperson in such a manner as to safeguard the
interests of the public; and

11. Engaging in improper, fraudulent, or dishonest conduct.
18 VAC 135-20-270. Conflict of interest.
Actions constituting a conflict of interest include:

1. Being active with or receiving compensation from a real estate broker other than the licensee's
principal broker, without the written consent of the principal broker;

2. Acting for more than one client in a transaction governed by the provisions of § 54.1-2139 of
the Code of Virginia without first obtaining the written consent of all clients;

3. Acting as a standard agent or independent contractor for any client outside the licensee's
brokerage firm(s) or sole proprietorship(s).

18 VAC 135-20-280. Improper brokerage commission.
Actions resulting in an improper brokerage commission include:

1. Offering to pay or paying a commission or other valuable consideration to any person for acts
or services performed in violation of Chapter 21 (§54.1-2100 et seq.) of Title 54.1 of the Code of
Virginia, or this chapter; provided, however, that referral fees and shared commissions may be
paid to any real estate entity licensed in this or another jurisdiction, or to any referral entity in the
United States, the members of which are brokers licensed in this or another jurisdiction

and which only disburses commissions or referral fees to its licensed member

brokers;

2. Accepting a commission or other valuable consideration, as a real estate salesperson or

associate broker, from any person except the licensee's principal broker at the time of the
transaction, for the performance of any of the acts specified in Chapter 21 (§54.1-2100 et seq.) of
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Title 54.1 of the Code of Virginia or the regulations of the board or related to any real estate
transaction, without the consent of that broker. Unless he has notified the broker in writing

of the activity or activites to be pursued and obtained the prior written consent of the principal
broker, no salesperson or associate broker shall (i) use any information about the property, the
transaction or the parties to the transaction, gained as a result of the performance of acts
specified in Chapter 21 (§54.1-2100 et seq.) of Title 54.1 of the Code of Virginia or (ii) act as an
employee of a company providing real estate settlement services as defined in the Real Estate
Settlement Procedures Act (12 USC §2601 et seq.) or pursuant to a license issued by the
Commonwealth of Virginia to provide real estate settlement services to clients or customers of the
firm;

3. Receiving a fee or portion thereof including a referral fee or a commission or other valuable
consideration for services required by the terms of the real estate contract when such costs are to
be paid by either one or more principals to the transaction unless such fact is revealed in writing
to the principal(s) prior to the time of ordering or contracting for the services;

4. Offering or paying any money or other valuable consideration for services required by the
terms of the real estate contract to any party other than the principals to a transaction which
results in a fee being paid to the licensee; without such fact being revealed in writing to the
principal(s) prior to the time of ordering or contracting for the services;

5. Making a listing contract or lease which provides for a "net" return to the
seller/lessor, leaving the licensee free to sell or lease the property at any price
he can obtain in excess of the "net" price named by the seller/lessor; and

6. Charging money or other valuable consideration to or accepting or receiving money or other
valuable consideration from any person or entity other than the licensee's client for expenditures
made on behalf of that client without the written consent of the client.

Historical Notes

Derived from VR585-01-1 §6.9, eff. July 15, 1987; amended, Virginia Register Volume 5,

Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,

eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January

1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-290. Improper dealing.

Actions constituting improper dealing include:

1. Entering a brokerage relationship that does not (i) specify a definite termination date; (ii)
provide a mechanism for determining the termination date; or (iii) is not terminable by the client;

2. Offering real property for sale or for lease without the knowledge and consent of the owner or
the owner's authorized representative, or on any terms other than those authorized by the owner
or the owner's authorized representative;

3. Placing a sign on any property without the consent of the owner of the property or the owner's
authorized representative; and

4. Causing any advertisement for sale, rent, or lease to appear in any newspaper, periodical, or
sign without including in the advertisement the name of the firm or sole proprietorship.

18 VAC 135-20-300. Misrepresentation/omission.

Actions constituting misrepresentation or omission, or both, include:
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1. Using "bait and switch" tactics by advertising or offering real property for sale or rent with the
intent not to sell or rent at the price or terms advertised, unless the advertisement or offer clearly
states that the property advertised is limited in specific quantity and the licensee did in fact have
at least that quantity for sale or rent;

2. Failure by a licensee representing a seller or landlord as a standard agent to disclose in a
timely manner to a prospective purchaser or tenant all material adverse facts pertaining to the
physical condition of the property which are actually known by the licensee;

3. Failing as a licensee to tender promptly to the buyer and seller every written offer, every written
counteroffer, and every written rejection to purchase, option or lease obtained on the property
involved;

4. Failure by a licensee acting as a standard agent to disclose in a timely manner to the
licensee's client all material facts related to the property or concerning the transaction when the
failure to so disclose would constitute failure by the licensee to exercise ordinary care as defined
in the brokerage agreement;

5. Notwithstanding the provisions of subdivision 4 of this section, a licensee acting as a dual
representative shall not disclose to one client represented in the dual representation confidential
information relating to the transaction obtained during the representation of another client in the
same dual representation unless otherwise provided by law;

6. Failing to include the complete terms and conditions of the real estate transaction, including but
not limited to any lease, property management agreement or offer to purchase;

7. Failing to include in any application, lease, or offer to purchase identification of all those
holding any deposits;

8. Knowingly making any false statement or report, or willfully misstating the value of any land,
property, or security for the purpose of influencing in any way the action of any lender upon:

a. Applications, advance discounts, purchase agreements, repurchase agreements, commitments
or loans;

b. Changes in terms or extensions of time for any of the items listed in this subdivision 8 whether
by renewal, deferment of action, or other means without the prior written consent of the principals
to the transaction;

c. Acceptance, release, or substitution of security for any of the items listed in subdivision 8 a of
this section without the prior written consent of the principals to the transaction;

9. Knowingly making any material misrepresentation or making a material misrepresentation; and

10. Making a false promise through agents, salespersons, advertising, or other
means.

Historical Notes

Derived from VR585-01-1 §6.11, eff. July 15, 1987; amended, Virginia Register Volume 5,
Issue 23, eff. October 1, 1989; Volume 7, Issue 14, eff. May 15, 1991; Volume 8, Issue 13,
eff. May 15, 1992; Volume 11, Issue 18, eff. June 28, 1995; Volume 15, Issue 5, eff. January
1, 1999; Volume 19, Issue 12, eff. April 1, 2003; Volume 24, Issue 11, eff. April 1, 2008.

18 VAC 135-20-310. Delivery of instruments.
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Actions constituting improper delivery of instruments include:

1. Failing to make prompt delivery to each principal to a transaction, complete and legible copies
of any written disclosures required by §§ 54.1-2138 and 54.1-2139 of the Code of Virginia,
listings, leases, offers to purchase, counteroffers, addenda, ratified agreements, and other
documentation required by the agreement;

2. Failing to provide in a timely manner to all principals to the transaction written notice of any
material changes to the transaction;

3. Failing to deliver to the seller and buyer, at the time a real estate transaction is completed, a
complete and accurate statement of receipts and disbursements of monies received by the
licensee, duly signed and certified by the principal or supervising broker or his authorized agent;
provided, however, if the transaction is closed by a settlement agent other than the licensee or his
broker, and if the disbursement of monies received by the licensee is disclosed on the applicable
settlement statement, the licensee shall not be required to provide the separate statement of
receipts and disbursements; and

4. Refusing or failing without just cause to surrender to the rightful owner, upon demand, any
document or instrument which the licensee possesses.

18 VAC 135-20-320. Repealed.

18 VAC 135-20-330. Principal and supervising broker's responsibility for acts of licensees
and employees.

Any unlawful act or violation of any of the provisions of Chapter 21, (§ 54.1-2100 et seq.) of Title
54.1 or of Chapter 5.1 (§ 36-96.1 et seq.) of Title 36 of the Code of Virginia or of the regulations
of the board by any real estate salesperson, employee, partner or affiliate of a principal broker,
supervising broker or both, may not be cause for disciplinary action against the principal broker,
supervising broker, or both, unless it appears to the satisfaction of the board that the principal
broker, supervising broker, or both, knew or should have known of the unlawful act or violation
and failed to take reasonable action under the circumstances to remedy the situation.

18 VAC 135-20-340. Effect of disciplinary action on subordinate licensees.

Action by the board resulting in the revocation, suspension, or denial of renewal of the license of
any principal broker or sole proprietor shall automatically result in an order that the licenses of
any and all individuals active with the affected firm be returned to the board until such time as
they are reissued upon the written request of a sole proprietor or principal broker pursuant to
regulation 18 VAC 135-20-170 B.
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CASE # 18 IMPROPER BROKERAGE COMMISSION

Mary Williams has been a licensed real estate salesperson for 15 years, and has been affiliated
with the ABC REAL ESTATE firm for the past 5 years. While she would describe her “practice”
as comfortable, she would also tell you that she has to hustle to continue to sell at her present
yearly rate.

One of Ms. Williams’ marketing tools has been to maintain contact with her clients with mail-outs
that thank them for their business and to send birthday cards and other seasonal celebratory
notes. Ms. Williams firmly believes that happy and satisfied customers will recommend her
services to others. And, this has proven to be true for her.

Along these lines, whenever Ms. Williams was able to determine that one of her former clients
had referred customers to her, she would send that person(s) a gift certificate for dinner for two at
one of the nicer restaurants in town. The gift certificates would always be mailed with a letter
thanking the person for their continued support and, essentially, requesting that the person
continue to refer her to other potential clients. Often, Ms. Williams would send two or more gift
certificates to one person who made multiple referrals over the course of time.

Class Discussion

Board regulation 18 VAC 135-20-289 states that improper brokerage commissions include
payment of commissions or other valuable considerations to any person(s) for acts that might be
construed as practicing real estate. Does this case scenario fall into that category? After all,
every “referral” does not result in a sale.

Case Study 95-012/Fall 96 - Improper Dealings

A listing agreement was entered into by Owner 1 and XYZ Realty, as agent, on September 12,
1992 to sell property located at 987 West Road, In Town, Virginia. On January 31, 1993, the
principal broker of XYZ Realty notified owner 1 that he was released from the listing agreement.
However, on March 12, 1993, XYZ Realty advertised the subject property for sale in the In Town
Multiple Listing Service Book.

Class Discussion
Could this be a violation of the Virginia real estate licensing regulations? If so, which one?
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Residential Disclosure Law

§ 55-517. Applicability.

The provisions of this chapter apply only with respect to transfers by sale, exchange, installment
land sales contract, or lease with option to buy residential real property consisting of not less than
one nor more than four dwelling units, whether or not the transaction is with the assistance of a
licensed real estate broker or salesperson. For the purposes of this chapter, a "real estate
contract” means a contract for the sale, exchange, or lease with the option to buy residential real
estate subject to this chapter. (1992, ¢. 717; 2007, c. 265.)

§ 55-518. Exemptions.
A. The following are specifically excluded from the provisions of this chapter:

1. Transfers pursuant to court order including, but not limited to, transfers ordered by a court in
administration of an estate, transfers pursuant to a writ of execution, transfers by foreclosure sale
or by a deed in lieu of a foreclosure, transfers by a trustee in bankruptcy, transfers by eminent
domain, and transfers resulting from a decree for specific performance. Also, transfers by an
assignment for the benefit of creditors pursuant to Chapter 9 (§ 55-156 et seq.) and transfers
pursuant to escheats pursuant to Chapter 9 (§ 55-156 et seq.).

2. Transfers to a beneficiary of a deed of trust pursuant to a foreclosure sale or by a deed in lieu
of foreclosure, or transfers by a beneficiary under a deed of trust who has acquired the real
property at a sale conducted pursuant to a foreclosure sale under a deed of trust or has acquired
the real property by a deed in lieu of foreclosure.

3. Transfers by a fiduciary in the course of the administration of a decedent's estate,
guardianship, conservatorship, or trust.

4. Transfers from one or more co-owners solely to one or more other co-owners.

5. Transfers made solely to any combination of a spouse or a person or persons in the lineal line
of consanguinity of one or more of the transferors.

6. Transfers between spouses resulting from a decree of divorce or a property settlement
stipulation pursuant to the provisions of Title 20.

7. Transfers made by virtue of the record owner's failure to pay any federal, state, or local taxes.

8. Transfers to or from any governmental entity or public or quasi-public housing authority or
agency.

9. Transfers involving the first sale of a dwelling; provided, that this exemption shall not apply to
the disclosures required by § 55-519.1.

B. Notwithstanding the provisions of subdivision 9 of this section, the builder of a new dwelling
shall disclose in writing to the purchaser thereof all known material defects which would constitute
a violation of any applicable building code. In addition, for property that is located wholly or
partially in any locality comprising Planning District 15, the builder or owner, if the builder is not
the owner of the property, shall disclose in writing whether the builder or owner has any
knowledge of (i) whether mining operations have previously been conducted on the property or
(ii) the presence of abandoned mines, shafts, or pits, if any. The disclosures required by this
subsection shall be made by a builder or owner (i) when selling a completed dwelling, before
acceptance of the purchase contract or (i) when selling a dwelling before or during its
construction, after issuance of a certificate of occupancy. Such disclosure shall not abrogate any
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warranty or any other contractual obligations the builder or owner may have to the purchaser. The
disclosure required by this subsection may be made on the disclosure form described in § 55-
519. If no defects are known by the builder to exist, no written disclosure is required by this
subsection. (1992, c. 717; 1993, c. 824; 1994, cc. 80, 242; 2005, c. 510; 2006, c. 706; 2007, c.
265.)

§ 55-519. Required disclosures.

With regard to transfers described in § 55-517 of this chapter, the owner of the residential real
property shall furnish to a purchaser a residential property disclosure statement in a form
provided by the Real Estate Board stating that the owner makes the following representations as
to the real property:

1. The owner makes no representations or warranties as to the condition of the real property or
any improvements thereon, and purchasers are advised to exercise whatever due diligence a
particular purchaser deems necessary including obtaining a certified home inspection, as defined
in § 54.1-500, in accordance with terms and conditions as may be contained in the real estate
purchase contract, but in any event, prior to settlement on a parcel of residential real property;

2. The owner makes no representations with respect to any matters that may pertain to parcels
adjacent to the subject parcel and that purchasers are advised to exercise whatever due diligence
a particular purchaser deems necessary with respect to adjacent parcels in accordance with
terms and conditions as may be contained in the real estate purchase contract, but in any event,
prior to settlement on a parcel of residential real property;

3. The owner makes no representations to any matters that pertain to whether the provisions of
any historic district ordinance affect the property and purchasers are advised to exercise
whatever due diligence a particular purchaser deems necessary with respect to any historic
district designated by the locality pursuant to § 15.2-2306, including review of any local ordinance
creating such district or any official map adopted by the locality depicting historic districts, in
accordance with terms and conditions as may be contained in the real estate purchase contract,
but in any event, prior to settlement on a parcel of residential real property;

4. The owner makes no representations with respect to whether the property contains any
resource protection areas established in an ordinance implementing the Chesapeake Bay
Preservation Act (§ 10.1-2100 et seq.) adopted by the locality where the property is located
pursuant to § 10.1-2109 and that purchasers are advised to exercise whatever due diligence a
particular purchaser deems necessary to determine whether the provisions of any such ordinance
affect the property, including review of any official map adopted by the locality depicting resource
protection areas, in accordance with terms and conditions as may be contained in the real estate
purchase contract, but in any event, prior to settlement on a parcel of residential real property;

5. The owner makes no representations with respect to information on any sexual offenders
registered under Chapter 23 (§ 19.2-387 et seq.) of Title 19.2 and that purchasers are advised to
exercise whatever due diligence they deem necessary with respect to such information, in
accordance with terms and conditions as may be contained in the real estate purchase contract,
but in any event, prior to settlement pursuant to that contract;

6. The owner represents that there are no pending enforcement actions pursuant to the Uniform
Statewide Building Code (§ 36-97 et seq.) that affect the safe, decent, sanitary living conditions of
the property of which the owner has been notified in writing by the locality, except as disclosed on
the disclosure statement, nor any pending violation of the local zoning ordinance which the
violator has not abated or remedied under the zoning ordinance, within a time period set out in
the written notice of violation from the locality or established by a court of competent jurisdiction,
except as disclosed on the disclosure statement; and
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7. The owner makes no representations with respect to whether the property is within a dam
break inundation zone. Such disclosure statement shall advise purchasers to exercise whatever
due diligence they deem necessary with respect to whether the property resides within a dam
break inundation zone, including a review of any map adopted by the locality depicting dam break
inundation zones.

(1992, c. 717; 1996, c. 379; 1998, cc. 384, 795; 2005, c. 510; 2006, cc. 247, 514, 533, 705, 767,
2007, cc. 265, 784, 2008, c. 491.)

§ 55-519.1. Required disclosures pertaining to a military air installation.

The owner of residential real property located in any locality in which a military air installation is
located shall disclose to the purchaser whether the subject parcel is located in a noise zone or
accident potential zone, or both, if so designated on the official zoning map by the locality in
which the property is located on a form provided by the Real Estate Board. Such disclosure shall
state the specific noise zone or accident potential zone, or both, in which the property is located
according to the official zoning map. (2005, c. 510; 2007, c. 265.)

§ 55-520. Time for disclosure; termination of contract.

A. The owner of residential real property subject to this chapter shall deliver to the purchaser the
written disclosure statement required by this chapter prior to the acceptance of a real estate
purchase contract or otherwise be subject to the provisions of subsection B of this section. For
the purposes of this chapter, "acceptance" means the full execution of a real estate purchase
contract by all parties. The residential property disclosure statement may be included in the real
estate purchase contract, in an addendum thereto, or in a separate document.

B. If the disclosure statement required by this chapter is delivered to the purchaser after the
acceptance of the real estate purchase contract, the purchaser's sole remedy shall be to
terminate the real estate purchase contract at or prior to the earliest of (i) three days after delivery
of the disclosure statement in person; (ii) five days after the postmark if the disclosure statement
is deposited in the United States mail, postage prepaid, and properly addressed to the purchaser;
(iii) settlement upon purchase of the property; (iv) occupancy of the property by the purchaser; (v)
the purchaser making written application to a lender for a mortgage loan where such application
contains a disclosure that the right of termination shall end upon the application for the mortgage
loan; or (vi) the execution by the purchaser after receiving the disclosure statement required by
this chapter of a written waiver of the purchaser's right of termination under this chapter contained
in a writing separate from the real estate purchase contract. In order to terminate a real estate
purchase contract when permitted by this chapter, the purchaser must, within the times required
by this chapter, give written notice to the owner either by hand delivery or by United States mail,
postage prepaid, and properly addressed to the owner. If the purchaser terminates a real estate
purchase contract in compliance with this chapter, the termination shall be without penalty to the
purchaser, and any deposit shall be promptly returned to the purchaser.

C. Notwithstanding the provisions of subsection B of § 55-524, no purchaser of residential real
property located in a noise zone designated on the official zoning map of the locality as having a
day-night average sound level of less than 65 decibels shall have the right to terminate a real
estate purchase contract pursuant to this section for failure of the property owner to timely
provide any disclosure required by § 55-519.1. (1992, c. 717; 1993, c. 818; 2005, c. 510; 2007, c.
265.)

§ 55-521. Owner liability.
A. Except with respect to the disclosures required by § 55-519.1, the owner shall not be liable for
any error, inaccuracy or omission of any information delivered pursuant to this chapter if: (i) the

error, inaccuracy or omission was not within the actual knowledge of the owner or was based on
information provided by public agencies or by other persons providing information that is required
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to be disclosed pursuant to this chapter, or the owner reasonably believed the information to be
correct, and (ii) the owner was not grossly negligent in obtaining the information from a third party
and transmitting it. The owner shall not be liable for any error, inaccuracy, or omission of any
information required to be disclosed by § 55-519.1 if the error, inaccuracy, or omission was the
result of information provided by an officer or employee of the locality in which the property is
located.

B. The delivery by a public agency or other person, as described in subsection C below, of any
information required to be disclosed by this chapter to a prospective purchaser shall be deemed
to comply with the requirements of this chapter and shall relieve the owner of any further duty
under this chapter with respect to that item of information.

C. The delivery by the owner of a report or opinion prepared by a licensed engineer, land
surveyor, geologist, wood-destroying insect control expert, contractor or home inspection expert,
dealing with matters within the scope of the professional's license or expertise, shall satisfy the
requirements of this chapter if the information is provided to the prospective purchaser pursuant
to a request therefor, whether written or oral. In responding to such a request, an expert may
indicate, in writing, an understanding that the information provided will be used in fulfilling the
requirements of this chapter and, if so, shall indicate the required disclosures, or portions thereof,
to which the information being furnished is applicable. Where such a statement is furnished, the
expert shall not be responsible for any items of information, or, portions thereof, other than those
expressly set forth in the statement. (1992, c. 717; 2005, c. 510; 2007, c. 265.)

§ 55-522. Change in circumstances.

If information disclosed in accordance with this chapter is subsequently rendered or discovered to
be inaccurate as a result of any act, occurrence, information received, circumstance or
agreement subsequent to the delivery of the required disclosures, the inaccuracy resulting there
from does not constitute a violation of this chapter. However, at or before settlement, the owner
shall be required to disclose any material change in the disclosures made relative to the property
or certify to the purchaser at settlement that the disclosures made relative to the property are
substantially the same as it was when the disclosure form was provided. If, at the time the
disclosures are required to be made, an item of information required to be disclosed is unknown
or not available to the owner, the owner may state that the information is unknown or may use an
approximation of the information, provided the approximation is clearly identified as such, is
reasonable, is based on the actual knowledge of the owner, and is not used for the purpose of
circumventing or evading this chapter. (1992, c. 717; 2007, c. 265.)

§ 55-523. Duties of real estate licensees.

A real estate licensee representing an owner of residential real property as the listing broker has
a duty to inform each such owner represented by that licensee of the owner's rights and
obligations under this chapter. A real estate licensee representing a purchaser of residential real
property or, if the purchaser is not represented by a licensee, the real estate licensee
representing an owner of residential real estate and dealing with the purchaser has a duty to
inform each such purchaser of the purchaser's rights and obligations under this chapter. Provided
a real estate licensee performs those duties, the licensee shall have no further duties to the
parties to a residential real estate transaction under this chapter, and shall not be liable to any
party to a residential real estate transaction for a violation of this chapter or for any failure to
disclose any information regarding any real property subject to this chapter. (1992, c. 717.)

§ 55-524. Actions under this chapter.
A. Notwithstanding any other provision of this chapter or any other statute or regulation, no cause
of action shall arise against an owner or a real estate licensee for failure to disclose that an

occupant of the subject real property, whether or not such real property is subject to this chapter,
was afflicted with human immunodeficiency virus (HIV) or that the real property was the site of:
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1. An act or occurrence which had no effect on the physical structure of the real property, its
physical environment, or the improvements located thereon; or

2. A homicide, felony, or suicide.
B. The purchaser's remedies hereunder for failure of an owner to comply with the provisions of
this chapter are as follows:

1. If the owner fails to provide the disclosure statement required by this chapter, the contract may
be terminated subject to the provisions of subsection B of § 55-520.

2. In the event the owner fails to provide the disclosure required by § 55- 519.1, or the owner
misrepresents, willfully or otherwise, the information required in such disclosure, except as result
of information provided by an officer or employee of the locality in which the property is located,
the purchaser may maintain an action to recover his actual damages suffered as the result of
such violation. Notwithstanding the provisions of this subdivision, no purchaser of residential real
property located in a noise zone designated on the official zoning map of the locality as having a
day night average sound level of less than 65 decibels shall have a right to maintain an action for
damages pursuant to this section.

C. Any action brought under this subsection shall be commenced within one year of the date the
purchaser received the disclosure statement. If no disclosure statement was delivered to the
purchaser, an action shall be commenced within one year of the date of settlement if by sale, or
occupancy if by lease with an option to purchase. Nothing contained herein shall prevent a
purchaser from pursuing any remedies at law or equity otherwise available against an owner in
the event of an owner's intentional or willful misrepresentation of the condition of the subject
property. (1992, c. 717; 1993, c. 847; 2005, c. 510; 2007, c. 265.)

§ 55-525. Real Estate Board to develop form; when effective.

An owner shall be required to make disclosures required by this chapter for real property subject
to a real estate purchase contract which is fully executed by all parties thereto on and after
January 1, 2008. On or before January 1, 2008, the Real Estate Board shall develop the form for
the residential property disclosure statement in accordance with § 54.1-2105.1. The Board may at
any time amend the form as the Board deems necessary and appropriate. (1992, c. 717; 1993, c.
848; 2007, c. 265.)

See the following forms:

Military Air Installation Disclosure
Residential Disclosure Form
Septic Disclosure Form
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REAL ESTATE TRANSFER DISCLOSURE FOR PROPERTIES LOCATED INA LOCALITY
INWHICHA MILITARY AIR INSTALLATION IS LOCATED

[If the real property is not located in a Noise Zone and/or Accident Potential Zone (APZ),
the use of this form is not required.]

1. As of the date of this Disclosure, the undersigned property owner(s) represent that the real property
described below is located in a Noise Zone and/or Accident Potential Zone (APZ), as shown or
referenced on the Official Zoning Map designated by the locality in which the property is located.

2. The following are representations made by the property owner(s), as required by Section 55-519.1 of
the Code of Virginia:

A. As of the date of this Disclosure the real property located at (Street Address, Locality and Zip

Code) , Virginia is located within
the following Noise Zone and/or Accident Potential Zone (APZ), as shown or referenced on the Official
Zoning Map of (Name of Locality)

Noise Zone — (Initial One)

/ <65 dB DNL / 65-70 dB DNL / 70-75 dB DNL / >75 dB DNL

Accident Potential Zone (APZ) — (Initial One)

/ Clear Zone / APZ-1 / APZ-2 / None (outside APZs)

B. The abbreviation “DNL” refers to a day-night average sound level. The frequency of actual single
noise events may vary over time depending on the operational needs of the military. Single noise
events may result in significantly higher noise levels than the average level(s) in any of the Noise
Zones listed above.

C. Noise Zones and Accident Potential Zones are subject to change. For this reason, it should not be
assumed that the property will remain in the same Noise Zone and/or Accident Potential Zone.

Additional information may be obtained from the locality.

In the event the owner fails to provide the disclosure required by § 55-519.1, or the owner
misrepresents, willfully or otherwise, the information required in such disclosure, except as result of
information provided by an officer or employee of the locality in which the property is located, the
purchaser may maintain an action to recover his actual damages suffered as the result of such violation.
Notwithstanding the provisions of this disclosure, no purchaser of residential real property located in a
noise zone designated on the official zoning map of the locality as having a day-night average sound
level of less than 65 decibels shall have a right to maintain an action for damages pursuant to this
section.



The owner(s) state that they reasonably believe the information contained herein is true and accurate
and further acknowledge that they have been informed of their rights and obligations under the Virginia
Residential Property Disclosure Act.

Owner Date

Owner Date

Purchaser(s) acknowledge receipt of a copy of this disclosure statement and further acknowledge that
they have been informed of their rights and obligations under the Virginia Residential Property
Disclosure Act.

Purchaser Date

Purchaser Date

7/1/07



RESIDENTIAL PROPERTY DISCLOSURE STATEMENT
NOTICE TO SELLER AND PURCHASER

The Virginia Residential Property Disclosure Act (8 55-517 et seq. of the Code of Virginia)
requires the owner of certain residential real property, whenever the property is to be sold or leased
with an option to buy, to furnish to the purchaser a RESIDENTIAL PROPERTY DISCLOSURE
STATEMENT stating the owner makes the following representations as to the real property.
Certain transfers of residential property are excluded from this requirement (see § 55-518).

Property Address/
Legal Description:

The undersigned owner(s) of the real property described above makes no representations or
warranties as to the condition of the real property or any improvements thereon, and the
purchaser(s) is advised to exercise whatever due diligence the purchaser(s) deems necessary
including obtaining a certified home inspection, as defined in § 54.1-500, in accordance with the
terms and conditions as may be contained in the real estate purchase contract, but in any event,
prior to settlement on the parcel of residential real property.

The undersigned owner(s) makes no representations with respect to any matters that may
pertain to parcels adjacent to the subject parcel, and the purchaser(s) is advised to exercise
whatever due diligence the purchaser(s) deems necessary with respect to adjacent parcels in
accordance with terms and conditions as may be contained in the real estate purchase contract,
but in any event, prior to settlement on the parcel of residential real property.

The undersigned owner(s) makes no representations to any matters that pertain to
whether the provisions of any historic district ordinance affect the property, and the purchaser(s)
is advised to exercise whatever due diligence the purchaser deems necessary with respect to any
historic district designated by the locality pursuant to § 15.2-2306, including review of any local
ordinance creating such district or any official map adopted by the locality depicting historic
districts, in accordance with terms and conditions as may be contained in the real estate purchase
contract, but in any event, prior to settlement on the parcel of residential real property.

The undersigned owner(s) makes no representations with respect to whether the property
contains any resource protection areas established in an ordinance implementing the Chesapeake
Bay Preservation Act (8 10.1-2100 et seq.) adopted by the locality where the property is located
pursuant to § 10.1-2109, and the purchaser(s) is advised to exercise whatever due diligence the
purchaser(s) deems necessary to determine whether the provisions of any such ordinance affect
the property, including review of any official map adopted by the locality depicting resource
protection areas, in accordance with terms and conditions as may be contained in the real estate
purchase contract, but in any event, prior to settlement on the parcel of residential real property.

The undersigned owner(s) makes no representations with respect to information on any
sexual offenders registered under Chapter 23 (8 19.2-387 et seq.) of Title 19.2, and the
purchaser(s) is advised to exercise whatever due diligence the purchaser(s) deems necessary with
respect to such information, in accordance with terms and conditions as may be contained in the
real estate purchase contract, but in any event, prior to settlement pursuant to that contract.
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The undersigned owner(s) makes no representations with respect to whether the property
is within a dam break inundation zone and the purchaser(s) is advised to exercise whatever due
diligence the purchaser(s) deems necessary with respect to whether the property resides within a
dam break inundation zone, including a review of any map adopted by the locality depicting dam
break inundation zones.

The undersigned owner(s) represents that there are no pending enforcement actions
pursuant to the Uniform Statewide Building Code (§ 36-97 et seq.) that affect the safe, decent, and
sanitary living conditions of the real property described above of which the owner has been notified
in writing by the locality, nor any pending violation of the local zoning ordinance which the
violator has not abated or remedied under the zoning ordinance, within a time period set out in the
written notice of violation from the locality or established by a court of competent jurisdiction,
except as disclosed on this statement.

Additional Written Disclosure Requirements

Section 55-518.B. contains other disclosure requirements for transfers involving the first sale of
a dwelling because the first sale of a dwelling is exempt from the disclosure requirements listed
above. The builder of a new dwelling shall disclose in writing to the purchaser thereof all known
material defects which would constitute a violation of any applicable building code.

In addition, for property that is located wholly or partially in any locality comprising Planning
District 15, the builder or owner, if the builder is not the owner of the property, shall disclose in
writing whether the builder or owner has any knowledge of (i) whether mining operations have
previously been conducted on the property or (ii) the presence of abandoned mines, shafts, or
pits, if any.

The disclosures required by this subsection shall be made by a builder or owner (i) when selling
a completed dwelling, before acceptance of the purchase contract or (ii) when selling a dwelling
before or during its construction, after issuance of a certificate of occupancy. Such disclosure
shall not abrogate any warranty or any other contractual obligations the builder or owner may
have to the purchaser. The disclosure required by this subsection may be made on this disclosure
form. If no defects are known by the builder to exist, no written disclosure is required by this
subsection.

Section 55-519.1 contains a disclosure requirement for properties located in any locality in
which there is a military air installation.

Section 32.1-164.1:1 contains a disclosure requirement regarding the validity of septic system
operating permits.

See also the Virginia Condominium Act (8 55-79.39 et seq.), the Virginia Cooperative Act
(8 55-424 et seq.) and the Virginia Property Owners’ Association Act (8§ 55-508 et seq.).
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The owner(s) acknowledge having carefully examined this statement and further acknowledge that
they have been informed of their rights and obligations under the Virginia Residential Property
Disclosure Act.

Owner Date Owner Date

The purchaser(s) acknowledge receipt of a copy of this disclosure statement and further
acknowledge that they have been informed of their rights and obligations under the Virginia
Residential Property Disclosure Act.

Purchaser Date Purchaser Date

DPOR 7/08
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DISCLOSURE REGARDING VALIDITY OF SEPTIC SYSTEM OPERATING PERMIT

PROPERTY ADDRESS/
LEGAL DESCRIPTION:
("Property™)

OWNER(S):
("Owner™)

PURCHASER(S):
("Purchaser™)

The following disclosure ("Disclosure™) is made specifically in accordance with and pursuant to
the requirements of Section 32.1-164.1:1 of the Code of Virginia:

The onsite sewage system ("Septic System™) which serves the Property is presently
subject to certain repair and/or maintenance requirements (“Requirements™) imposed by
the State Board of Health ("Board")[, as further described below]. Owner has obtained a
valid waiver ("Waiver") of such Requirements from the Board. Such waiver is not
transferable, and shall be null and void upon Settlement hereunder, and at such
time the Purchaser shall be required to comply with the Board’s regulatory
requirements for additional treatment or pressure dosing before an operating
permit for the Septic System may be reinstated.

[The Requirements, as described in the Waiver, are as follows:

]

Pursuant to 832.1-164.1:1 of the Code of Virginia, the Owner is required to deliver the Disclosure
to the Purchaser prior to the acceptance of a real estate purchase contract ("Contract™) in respect to the
Property. If the Disclosure is delivered to the Purchaser after the acceptance of the Contract, the
Purchaser's sole remedy shall be to terminate the Contract at or prior to the earliest of the following: (i)
three (3) days after delivery of the Disclosure in person; (ii) five (5) days after the postmark if the
Disclosure is deposited in the United States mail, postage prepaid, and properly addressed to the
Purchaser; (iii) settlement upon purchase of the Property; (iv) occupancy of the Property by the
Purchaser; (v) the execution by the Purchaser of a written waiver of the Purchaser's right of termination
under 832.1-164.1:1 of the Code of Virginia, contained in a writing separate from the Contract; or (vi) the
Purchaser making written application to a lender for a mortgage loan where such application contains a
disclosure that the right of termination shall end upon the application for the mortgage loan.

In order to terminate the Contract when permitted by 832.1-164.1:1 of the Code of Virginia, the
Purchaser shall, within the time required, give written notice to the Owner either by hand delivery or by
United States mail postage prepaid, and properly addressed to the Owner. If the Purchaser terminates the
Contract in compliance with 832.1-164.1:1 of the Code of Virginia, the termination shall be without
penalty to the Purchaser, and any deposit made by Purchaser to Owner or an escrow holder in connection
with such Contract shall be promptly returned to the Purchaser. Any rights of the Purchaser to terminate
the Contract provided by 832.1-164.1:1 of the Code of Virginia shall end if not exercised prior to the
earlier of (i) the making of a written application to a lender for a mortgage loan where the application
contains a disclosure that the right to terminate shall end upon the application for a mortgage loan or (ii)
settlement or occupancy by the Purchaser, in the event of a sale of the Property, or occupancy of the
Property, in the event of a lease with option to purchase.



The owner(s) acknowledge having carefully examined this statement and further acknowledge that they
have been informed of their rights and obligations under 832.1-164.1:1 of the Code of Virginia.

Owner Date Owner Date

The purchaser(s) acknowledge receipt of this statement and further acknowledge that they have been
informed of their rights and obligations under §32.1-164.1:1 of the Code of Virginia.

Purchaser Date Purchaser Date
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Common Interest Communities

§ 54.1-2345. Definitions.
As used in this chapter, unless the context requires a different meaning:

"Association" includes condominium, cooperative, or property owners' associations.
"Board" means the Common Interest Community Board.

"Common interest community" means real estate located within the Commonwealth subject to a
declaration which contains lots, at least some of which are residential or occupied for recreational
purposes, and common areas to which a person, by virtue of his ownership of a lot, is a member
of an association and is obligated to pay assessments provided for in a declaration. provided that
for the purposes of this chapter only, a common interest community shall not include any time-
share project registered pursuant to the Virginia Real Estate Time-Share Act (§ 55-360 et seq.) or
any additional land that is a part of such registration.

"Common interest community manager" means a person or business entity, including but not
limited to a partnership, association, corporation, or limited liability company, who, for
compensation or valuable consideration, provides management services to a common interest
community.

"Declaration" means any instrument, however denominated, recorded among the land records of
the county or city in which the development or any part thereof is located, that either (i) imposes
on the association maintenance or operational responsibilities for the common area as a regular
annual assessment or (ii) creates the authority in the association to impose on lots, or on the
owners or occupants of such lots, or on any other entity any mandatory payment of money as a
regular annual assessment in connection with the provision of maintenance or services or both
for the benefit of some or all of the lots, the owners or occupants of the lots, or the common area.
"Declaration" includes any amendment or supplement to the instruments described in this
definition.

"Governing board" means the governing board of an association, including the executive organ of
a condominium unit owners' association, the executive board of a cooperative proprietary
lessees' association, and the board of directors or other governing body of a property owners'
association.

Lot" means (i) any plot or parcel of land designated for separate ownership or occupancy shown
on a recorded subdivision plat for a development or the boundaries of which are described in the
declaration or in a recorded instrument referred to or expressly contemplated by the declaration,
other than a common area, and (ii) a unit in a condominium association or a unit in a real estate

cooperative

"Management services" means (i) acting with the authority of an association in its business, legal,
financial, or other transactions with association members and nonmembers; (ii) executing the
resolutions and decisions of an association or, with the authority of the association, enforcing the
rights of the association secured by statute, contract, covenant, rule, or bylaw; (iii) collecting,
disbursing, or otherwise exercising dominion or control over money or other property belonging to
an association; (iv) preparing budgets, financial statements, or other financial reports for an
association; (v) arranging, conducting, or coordinating meetings of an association or the
governing body of an association; (vi) negotiating contracts or otherwise coordinating or arranging
for services or the purchase of property and goods for or on behalf of an association; or (vii)
offering or soliciting to perform any of the aforesaid acts or services on behalf of an association.
(2008, cc. 851, 871.)
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§ 54.1-2346. License required; certification of employees; renewal; provisional license.

A. Unless exempted by § 54.1-2347, any person, partnership, corporation, or other entity offering
management services to a common interest community on or after January 1, 2009, shall hold a
valid license issued in accordance with the provisions of this chapter prior to engaging in such
management services.

B. Unless exempted by § 54.1-2347, any person, partnership, corporation, or other entity offering
management services to a common interest community without being licensed in accordance with
the provisions of this chapter, shall be subject to the provisions of § 54.1-111.

C. On or after July 1, 2011, it shall be a condition of the issuance or renewal of the license of a
common interest community manager that all employees of the common interest community
manager who have principal responsibility for management services provided to a common
interest community or who have supervisory responsibility for employees who participate directly
in the provision of management services to a common interest community shall, within two years
after employment with the common interest community manager, hold a certificate issued by the
Board certifying the person possesses the character and minimum skills to engage properly in the
provision of management services to a common interest community or shall be under the direct
supervision of a certified employee of such common interest community manager. A common
interest community manager shall notify the Board if a certificated employee is discharged or in
any way terminates his active status with the common interest community manager.

D. It shall be a condition of the issuance or renewal of the license of a common interest
community manager that the common interest community manager shall obtain and maintain a
blanket fidelity bond or employee dishonesty insurance policy insuring the common interest
community manager against losses resulting from theft or dishonesty committed by the officers,
directors, and persons employed by the common interest community manager. Such bond or
insurance policy shall include coverage for losses of clients of the common interest community
manager resulting from theft or dishonesty committed by the officers, directors, and persons
employed by the common interest community manager. Such bond or insurance policy shall
provide coverage in an amount equal to the lesser of $2 million or the highest aggregate amount
of the operating and reserve balances of all associations under the control of the common interest
community manager during the prior fiscal year. The minimum coverage amount shall be
$10,000.

E. It shall be a condition of the issuance or renewal of the license of a common interest
community manager that the common interest community manager certifies to the Board (i) that
the common interest community manager is in good standing and authorized to transact business
in Virginia; (i) that the common interest community manager has established a code of conduct
for the officers, directors, and persons employed by the common interest community manager to
protect against conflicts of interest; (iii) that the common interest community manager provides all
management services pursuant to written contracts with the associations to which such services
are provided; (iv) that the common interest community manager has established a system of
internal accounting controls to manage the risk of fraud or illegal acts; and (v) that an
independent certified public accountant reviews or audits the financial statements of the common
interest community manager at least annually in accordance with standards established by the
American Institute of Certified Public Accountants or by any successor standard-setting
authorities.

F. The Board shall issue a provisional license to any person, partnership, corporation, or other
entity offering management services to a common interest community on or before December 31,
2008, who makes application for licensure prior to January 1, 2009. Such provisional license will
expire on June 30, 2011, and may not be renewed. This subsection shall not be construed to limit
the powers and authority of the Board.

(2008, cc. 851, 871.)
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§ 54.1-2347. Exceptions and exemptions generally.
A. The provisions of this chapter shall not be construed to prevent or prohibit:

1. An employee of a duly licensed common interest community manager from providing
management services within the scope of the employee's employment by the duly licensed
common interest community manager;

2. An employee of an association from providing management services for that association's
common interest community;

3. A resident of a common interest community acting without compensation from providing
management services for that common interest community;

4. A member of the governing board of an association acting without compensation from
providing management services for that association's common interest community;

5. A person acting as a receiver or trustee in bankruptcy in the performance of his duties as such
or any person acting under order of any court from providing management services for a common
interest community;

. A duly licensed attorney-at-law from representing an association or a common interest
community manager in any business that constitutes the practice of law;

7. A duly licensed certified public accountant from providing bookkeeping or accounting services
to an association or a common interest community manager;

8. A duly licensed real estate broker or agent from selling, leasing, renting, or managing lots
within a common interest community; or

9. An association, exchange agent, exchange company, managing agent, or managing entity of a
time-share project registered pursuant to the Virginia Real Estate Time-Share Act (§ 55-360 et
seq.) from providing management services for such time-share project.

B. A licensee of the Board shall comply with the Board's regulations, notwithstanding the fact that
the licensee would be otherwise exempt from licensure under subsection A. Nothing in this
subsection shall be construed to require a person to be licensed in accordance with this chapter if
he would be otherwise exempt from such licensure.

(2008, cc. 851, 871.)

§ 54.1-2349. Powers and duties of the Board.

A. The Board shall administer and enforce the provisions of this chapter. In addition to the
provisions of § 54.1-201, the Board shall:

1. Promulgate regulations necessary to carry out the requirements of this chapter in accordance
with the provisions of the Administrative Process Act (§ 2.2-4000 et seq.) to include but not be
limited to the prescription of fees, procedures, and qualifications for the issuance and renewal of
common interest community manager licenses. The Board shall annually assess each common
interest community manager an amount equal to the lesser of $1,000 (or such other amount as
the Board may establish by regulation) or 0.02 percent of the gross receipts from common
interest community management during the preceding calendar year to be remitted to the State
Treasurer and placed to the credit of the Common Interest Community Management Information
Fund established pursuant to § 55-529;
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2. Establish criteria for the licensure of common interest community managers to ensure the
appropriate training and educational credentials for the provision of management services to
common interest communities. Such criteria may include experiential requirements and shall
include designation as an Accredited Association Management Company by the Community
Associations Institute. As an additional alternative to such designation, the Board shall have
authority, by regulation, to include one of the following: (i) successful completion of another
Board-approved training program and certifying examination, or (ii) successful completion of a
Virginia testing program to determine the quality of the training and educational credentials for
and competence of common interest community managers;

3. Establish criteria for the certification of the employees of common interest community
managers who have principal responsibility for management services provided to a common
interest community or who have supervisory responsibility for employees who participate directly
in the provision of management services to a common interest community to ensure the person
possesses the character and minimum skills to engage properly in the provision of management
services to a common interest community. Such criteria shall include designation as a Certified
Manager of Community Associations by the National Board of Certification for Community
Association Managers, designation as an Association Management Specialist by the Community
Associations Institute, or designation as a Professional Community Association Manager by the
Community Associations Institute. As an additional alternative to such designations, the Board
shall have authority, by regulation, to include one of the following: (i) successful completion of
another Board-approved training program and certifying examination, or (ii) successful completion
of a Virginia testing program to determine the quality of the training and educational credentials
for and competence of the employees of common interest community managers who participate
directly in the provision of management services to a common interest community. The fee paid
to the Board for the issuance of such certificate shall be paid to the Common Interest Community
Management Information Fund established pursuant to § 55-529;

4. Approve the criteria for accredited common interest community manager training programs;
5. Approve accredited common interest community manager training programs;

6. Establish, by regulation, standards of conduct for common interest community managers and
for employees of common interest community managers certified in accordance with the
provisions of this chapter; and

7. Establish, by regulation, an education-based certification program for persons who are involved
in the business or activity of providing management services to common interest communities.
The Board shall have the authority to approve training courses and instructors in furtherance of
the provisions of this chapter.

B. The Board shall have the sole responsibility for the administration of this chapter and for the
promulgation of regulations to carry out the requirements thereof. The Board shall also be
responsible for the enforcement of this chapter, provided that the Real Estate Board shall have
the sole responsibility for the enforcement of this chapter with respect to a real estate broker, real
estate salesperson, or real estate brokerage firm licensed in accordance with Chapter 21 (§ 54.1-
2100 et seq.) who is also licensed as a common interest community manager.

C. The Board is authorized to obtain criminal history record information from any state or federal
law-enforcement agency relating to an applicant for licensure or certification. Any information so
obtained is for the exclusive use of the Board and shall not be released to any other person or
agency except in furtherance of the investigation of the applicant or with the authorization of the
applicant or upon court order.

(2008, cc. 851, 871.)
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VIRGINIA CONDOMINIUM ACT

As real estate professionals, you will undoubtedly be involved in transactions that involve either
the development or the resale of condominium properties. The following is an overview of the
Virginia law. As with all things legal, the Condominium Act is not uniform in every state.

The Virginia Condominium Act was established July 1, 1974 and supersedes what was known as
the Horizontal Property Act. The latter primarily addressed multi-unit structures, whereas the new
statute has broadened the definition of a condominium regime.

§ 55-79.41. Definitions.
When used in this chapter:

"Capital components" means those items, whether or not a part of the common elements, for
which the unit owners' association has the obligation for repair, replacement or restoration and for
which the executive organ determines funding is necessary.

"Common elements" means all portions of the condominium other than the units.

"Common expenses" means all expenditures lawfully made or incurred by or on behalf of the unit
owners' association, together with all funds lawfully assessed for the creation and/or maintenance
of reserves pursuant to the provisions of the condominium instruments.

“Common interest community manager” means the same as that term is defined in § 54.1-2345.

"Condominium" means real property, and any incidents thereto or interests therein, lawfully
submitted to this chapter by the recordation of condominium instruments pursuant to the
provisions of this chapter. No project shall be deemed a condominium within the meaning of this
chapter unless the undivided interests in the common elements are vested in the unit owners.

"Condominium instruments" is a collective term referring to the declaration, bylaws, and plats and
plans, recorded pursuant to the provisions of this chapter. Any exhibit, schedule, or certification
accompanying a condominium instrument and recorded simultaneously therewith shall be
deemed an integral part of that condominium instrument. Any amendment or certification of any
condominium instrument shall, from the time of the recordation of such amendment or
certification, be deemed an integral part of the affected condominium instrument, so long as such
amendment or certification was made in accordance with the provisions of this chapter.

"Condominium unit" means a unit together with the undivided interest in the common elements
appertaining to that unit. (Cf. the definition of unit, infra.).

"Contractable condominium" means a condominium from which one or more portions of the
submitted land may be withdrawn in accordance with the provisions of the declaration and of this
chapter. If such withdrawal can occur only by the expiration or termination of one or more leases,
then the condominium shall not be deemed a contractable condominium within the meaning of
this chapter.

"Conversion condominium" means a condominium containing structures which before the
recording of the declaration, were wholly or partially occupied by persons other than those who
have contracted for the purchase of condominium units and those who occupy with the consent of
such purchasers.

"Convertible land" means a building site; that is to say, a portion of the common elements, within

which additional units and/or limited common elements may be created in accordance with the
provisions of this chapter.
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"Convertible space" means a portion of a structure within the condominium, which portion may be
converted into one or more units and/or common elements, including but not limited to limited
common elements in accordance with the provisions of this chapter. (Cf. the definition of unit,
infra.).

"Declarant" means any person, or group of persons acting in concert, that (i) offers to dispose of
his or its interest in a condominium unit not previously disposed of, including an institutional
lender which may not have succeeded to or accepted any special declarant rights pursuant to §
55-79.74:3; (i) reserves or succeeds to any special declarant right; or (iii) applies for registration
of the condominium. However, for the purposes of clauses (i) and (iii), the term "declarant” shall
not include an institutional lender which acquires title by foreclosure or deed in lieu thereof unless
such lender offers to dispose of its interest in a condominium unit not previously disposed of to
anyone not in the business of selling real estate for his own account, except as otherwise
provided in § 55-79.74:3. The term "declarant" shall not include an individual who acquires title to
a condominium unit at a foreclosure sale.

"Dispose" or "disposition" refers to any voluntary transfer of a legal or equitable interest in a
condominium unit to a purchaser, but shall not include the transfer or release of security for a
debt.

"Electronic transmission" means any form of communication, not directly involving the physical
transmission of paper, that creates a record that may be retained, retrieved, and reviewed by a
recipient thereof, and that may be directly reproduced in paper form by such a recipient through
an automated process. Any term used in this definition that is defined in § 59.1-480 of the
Uniform

Electronic Transactions Act shall have the meaning set forth in such section.

"Executive organ" means an executive and administrative entity, by whatever name denominated,
designated in the condominium instruments as the governing body of the unit owners'
association.

"Expandable condominium" means a condominium to which additional land may be added in
accordance with the provisions of the declaration and of this chapter.

"Financial update" means an update of the financial information referenced in subdivisions C 2
through C 7 of § 55-79.97.

"Future common expenses" means common expenses for which assessments are not yet due
and payable.

"ldentifying number" means one or more letters and/or numbers that identify only one unit in the
condominium.

"Institutional lender" means one or more commercial or savings banks, savings and loan
associations, trust companies, credit unions, industrial loan associations, insurance companies,
pension funds, or business trusts including but not limited to real estate investment trusts, any
other lender regularly engaged in financing the purchase, construction, or improvement of real
estate, or any assignee of loans made by such a lender, or any combination of any of the
foregoing entities.

"Land" is a three-dimensional concept and includes parcels with upper or lower boundaries, or
both upper and lower boundaries, as well as parcels extending ab solo usque ad coelum. Parcels
of airspace constitute land within the meaning of this chapter. Any requirement in this chapter of a
legally sufficient description shall be deemed to include a requirement that the upper or lower
boundaries, if any, of the parcel in question be identified with reference to established datum.
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"Leasehold condominium" means a condominium in all or any portion of which each unit owner
owns an estate for years in his unit, or in the land within which that unit is situated, or both, with
all such leasehold interests due to expire naturally at the same time. A condominium including
leased land, or an interest therein, within which no units are situated or to be situated shall not be
deemed a leasehold condominium within the meaning of this chapter.

"Limited common element" means a portion of the common elements reserved for the exclusive
use of those entitled to the use of one or more, but less than all, of the units.

"Meeting" or "meetings" means the formal gathering of the executive organ where the business of
the unit owners' association is discussed or transacted.

"Nonbinding reservation agreement" means an agreement between the declarant and a
prospective purchaser which is in no way binding on the prospective purchaser and which may be
canceled without penalty at the sole discretion of the prospective purchaser by written notice,
hand-delivered or sent by United States mail, return receipt requested, to the declarant or to any
sales agent of the declarant at any time prior to the formation of a contract for the sale or lease of
a condominium unit or an interest therein. Such agreement shall not contain any provision for
waiver or any other provision in derogation of the rights of the prospective purchaser as
contemplated by this subsection, nor shall any such provision be a part of any ancillary
agreement.

"Offer" means any inducement, solicitation, or attempt to encourage any person or persons to
acquire any legal or equitable interest in a condominium unit, except as security for a debt.
Nothing shall be considered an "offer" which expressly states that the condominium has not been
registered with the Common Interest Community Board and that no unit in the condominium can
or will be offered for sale until such time as the condominium has been so registered.

"Officer" means any member of the executive organ or official of the unit owners' association.

"Par value" means a number of dollars or points assigned to each unit by the declaration.
Substantially identical units shall be assigned the same par value, but units located at
substantially different heights above the ground, or having substantially different views, or having
substantially different amenities or other characteristics that might result in differences in market
value, may, but need not, be considered substantially identical within the meaning of this
subsection. If par value is stated in terms of dollars, that statement shall not be deemed to reflect
or control the sales price or fair market value of any unit, and no opinion, appraisal, or fair market
transaction at a different figure shall affect the par value of any unit, or any undivided interest in
the common elements, voting rights in the unit owners' association or liability for common
expenses assigned on the basis thereof.

"Person" means a natural person, corporation, partnership, association, trust, or other entity
capable of holding title to real property, or any combination thereof.

"Purchaser" means any person or persons, other than a declarant, who acquire by means of a
voluntary transfer a legal or equitable interest in a condominium unit, other than (i) a leasehold
interest, including renewal options, of less than 20 years or (ii) as security for a debt.

"Resale certificate update” means an update of the financial information referenced in
subdivisions C 2 through C 9 and C 12 of § 55-79.97. The update shall include a copy of the
original resale certificate.

"Settlement agent" means a person other than a party to the real estate transaction who provides
escrow, closing or settlement services in connection with a transaction related to real estate in
this Commonwealth and who is listed as the settlement agent on the settlement statement for
such transaction. Any person, other than a party to the transaction, who conducts the settlement

2009 All Rights Reserved. www.AlphaCollegeOfRealEstate.com 26




Alpha College of Real Estate
3-Hour Real Estate Law Course Revised 022009

conference and receives or handles money shall be deemed a "settlement agent" subject to the
applicable requirements of this chapter.

"Size" means the number of cubic feet, or the number of square feet of ground and/or floor space,
within each unit as computed by reference to the plat and plans and rounded off to a whole
number. Certain spaces within the units including, without limitation, attic, basement, and/or
garage space may, but need not, be omitted from such calculation or partially discounted by the
use of a ratio, so long as the same basis of calculation is employed for all units in the
condominium, and so long as that basis is described in the declaration.

"Special declarant rights" means any right reserved for the benefit of a declarant, or of a person
or group of persons that becomes a declarant, to (i) expand an expandable condominium, (ii)
contract a contractable condominium, (iii) convert convertible land or convertible space or both,
(iv) appoint or remove any officers of the unit owners' association or the executive organ pursuant
to subsection A of § 55-79.74, (v) exercise any power or responsibility otherwise assigned by any
condominium instrument or by this chapter to the unit owners' association, any officer or the
executive organ, or (vi) maintain sales offices, management offices, model units and signs
pursuant to § 55-79.66.

"Unit" means a portion of the condominium designed and intended for individual ownership and
use. (Cf. the definition of condominium unit, supra.) For the purposes of this chapter, a
convertible space shall be treated as a unit in accordance with subsection (d) of § 55-79.62.

"Unit owner" means one or more persons who own a condominium unit, or, in the case of a
leasehold condominium, whose leasehold interest or interests in the condominium extend for the
entire balance of the unexpired term or terms. This term shall not include any person or persons
holding an interest in a condominium unit solely as security for a debt.

Note: Under the Act “Elderly” means a person not less than 62 years of age.

Each condominium unit constitutes for all purposes a separate parcel of real estate and is taxed
and assessed separately.

§ 55-79.50. Construction of condominium instruments.
Except to the extent otherwise provided by the condominium instruments:

(a) The terms defined in § 55-79.41 shall be deemed to have the meanings therein specified
wherever they appear in the condominium instruments unless the context otherwise requires.

(b) To the extent that walls, floors and/or ceilings are designated as the boundaries of the units or
of any specified units, all lath, wallboard, plasterboard, plaster, paneling, tiles, wallpaper, paint,
finished flooring and any other materials constituting any part of the finished surfaces thereof,
shall be deemed a part of such units, while all other portions of such walls, floors and/or ceilings
shall be deemed a part of the common elements.

(c) If any chutes, flues, ducts, conduits, wires, bearing walls, bearing columns or any other
apparatus lies partially within and partially outside of the designated boundaries of a unit, any
portions thereof serving only that unit shall be deemed a part of that unit, while any portions
thereof serving more than one unit or any portion of the common elements shall be deemed a
part of the common elements.

(d) Subject to the provisions of subsection (c) hereof, all space, interior partitions and other
fixtures and improvements within the boundaries of a unit shall be deemed a part of that unit.
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(e) Any shutters, awnings, doors, windows, window boxes, doorsteps, porches, balconies, patios
and any other apparatus designed to serve a single unit, but located outside the boundaries
thereof, shall be deemed a limited common element appertaining to that unit exclusively; provided
that if a single unit's electrical master switch is located outside the designated boundaries of the
unit, the switch and its cover shall be deemed a part of the common elements.

(1974, c. 416; 1982, cc. 206, 545.)

An owner, legal or natural, of property may commit that property to a condominium regime. The
owner is referred to as the declarant in that he must declare the intent to have the property
considered a "condominium".

The declarant shall provide declaration instruments to the Real Estate Board, which include, but
are not limited to, the following:

e The name of the condominium and the name must include the word condominium

e The legal description of the property to be converted

e Plats and/or plans that identify each unit within the boundaries of the property

e An exact description of the boundaries of each individual unit, both horizontal and vertical
e The designation and description of common elements and limited common elements and

e The exact allocation of the undivided ownership interest in the common elements of the
regime

e If property being converted to condominium is currently leased, names of each lessee
and expiration date of lease

In addition to the above items, the declarant shall also submit a copy of the by-laws under which
the condominium will operate. These by-laws shall be specific, but are not limited to the following
matters:

e Establishment of Condominium Owners' Association, Board of Directors, and how officers
will be elected

e The accounting and management records that shall be maintained
e Scheduled meetings of all owners (at least annually) and of governance organization
e Statutory requirements for meeting notices (21 days)

e The covenants, conditions, and restrictions (CCR's) that shall apply to all owners.

Public Offering Statement

The declarant shall also provide a public offering statement (POS) to include all declaration
documentation and by-laws and shall, in addition, provide the following information:

e The name of the declarant and address
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¢ A narrative description of the condominium to include the number of units and any future
planned units

¢ Copies of management contracts and a statement of the relationship between the
declarant and any contractor

e General status of construction or improvements
e Encumbrances, liens, and easements affecting title
e Financing terms if offered by the declarant
e Proposed first-year budget and unit assessments
This POS shall be provided with any contract for the initial sale (the first sale) of a condominium.

The initial purchaser of the condominium has a 10-day right to rescind the contract, without
penalty. The 10 days begins on the date of contract ratification or upon receipt, by the purchaser,
of the POS, whichever is later. The exercise of the right to rescind the contract may be for any
reason.

Transfer of Ownership

At closing, the buyer acquires a fee simple ownership interest in his or her individual unit and an
undivided percentage interest in the common elements of the condominium.

The declarant is responsible for all units in the regime until any unit is sold. Upon sale, the buyer
is responsible for his or her individual unit. The declarant remains responsible for the
management and maintenance of the entire project until 75% of the units are sold. At this time,
the responsibilities shift to the association of unit owners.

The declarant remains as a member of the association by virtue of the fact that he is owner of all
unsold units.
Voting Rights

Each unit owner is assigned an ownership interest and voting rights in the governance of the
condominium. The interest is generally in proportion to the unit size and amenities. A 3-bedroom
unit would have a larger interest than would a 2-bedroom unit. The exact proportion of ownership
assigned to each unit is detailed in the declaration documents.

By-Law Changes

By vote of the members of the condominium the by-laws of the condominium may be changed.
The statute specifies that 33-1/3% of voting interest may effect such changes. However, the by-
laws may require a higher or lower percentage, but in no case may the required percentage be
less than 25%

The amendment of by-laws may require the consent of a mortgagee if any on the project. Notice
in writing to mortgagee is required. It must be sent by certified mail, return receipt requested.

Termination
Should the unit owners decide to dissolve, abandon, or terminate the condominium regime, it

could be done. However, such action would require approval of 80%, or four-fifths of the voting
interest of the association.
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Right of Attachment

The unit owners' association, by statute, has a lien on every condominium unit for unpaid
assessments levied against the unit. Such lien shall be junior to real estate tax liens or other
liens recorded prior to the filing of the original declaration.

Resale of Condominium Unit
§ 55-79.97. Resale by purchaser.

A. In the event of any resale of a condominium unit by a unit owner other than the declarant, and
subject to the provisions of subsection F and § 55-79.87 A, the unit owner shall disclose in the
contract that (i) the unit is located within a development which is subject to the Condominium Act,
(ii) the Act requires the seller to obtain from the unit owners' association a resale certificate and
provide it to the purchaser, (iii) the purchaser may cancel the contract within three days after
receiving the resale certificate, (iv) if the purchaser has received the resale certificate, the
purchaser has a right to request a resale certificate update or financial update in accordance with
§ 55-79.97:1, as appropriate, and (v) the right to receive the resale certificate and the right to
cancel the contract are waived conclusively if not exercised before settlement.

B. If the contract does not contain the disclosure required by subsection A, the purchaser's sole
remedy is to cancel the contract prior to settlement.

C. The information contained in the resale certificate shall be current as of a date specified on the
resale certificate. A resale certificate update or a financial update may be requested as provided
in § 55-79.97:1, as appropriate. The purchaser may cancel the contract (i) within three days after
the date of the contract, if the purchaser receives the resale certificate on or before the date that
the purchaser signs the contract; (ii) within three days after receiving the resale certificate if the
resale certificate is hand delivered or delivered by electronic means and a receipt obtained; or (iii)
within six days after the postmark date if the resale certificate is sent to the purchaser by United
States mail. Notice of cancellation shall be provided to the unit owner or his agent by one of the
following methods:

a. Hand delivery;

b. United States mail, postage prepaid, provided the sender retains sufficient proof of mailing,
which may be either a United States postal certificate of mailing or a certificate of service
prepared by the sender confirming such mailing;

c. Electronic means provided the sender retains sufficient proof of the electronic delivery, which
may be an electronic receipt of delivery, a confirmation that the notice was sent by facsimile, or a
certificate of service prepared by the sender confirming the electronic delivery; or

d. Overnight delivery using a commercial service or the United States Postal Service.

In the event of a dispute, the sender shall have the burden to demonstrate delivery of the notice
of cancellation. Such cancellation shall be without penalty, and the unit owner shall cause any
deposit to be returned promptly to the purchaser.

A resale certificate shall include the following:

1. An appropriate statement pursuant to subsection H of § 55-79.84 which need not be notarized
and, if applicable, an appropriate statement pursuant to § 55-79.85;
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2. A statement of any expenditure of funds approved by the unit owners' association or the
executive organ which shall require an assessment in addition to the regular assessment during
the current or the immediately succeeding fiscal year;

3. A statement, including the amount, of all assessments and any other fees or charges currently
imposed by the unit owners' association, together with any known post-closing fee charged by the
common interest community manager, if any, and associated with the purchase, disposition and
maintenance of the condominium unit and the use of the common elements, and the status of the
account;

4. A statement whether there is any other entity or facility to which the unit owner may be liable
for fees or other charges;

5. The current reserve study report or a summary thereof, a statement of the status and amount
of any reserve or replacement fund and any portion of the fund designated for any specified
project by the executive organ;

6. A copy of the unit owners' association's current budget or a summary thereof prepared by the
unit owners' association and a copy of the statement of its financial position (balance sheet) for
the last fiscal year for which a statement is available, including a statement of the balance due of
any outstanding loans of the unit owners' association;

7. A statement of the nature and status of any pending suits or unpaid judgments to which the
unit owners' association is a party which either could or would have a material impact on the unit
owners' association or the unit owners or which relates to the unit being purchased;

8. A statement setting forth what insurance coverage is provided for all unit owners by the unit
owners' association, including the fidelity bond maintained by the unit owners' association, and
what additional insurance coverage would normally be secured by each individual unit owner;

9. A statement that any improvements or alterations made to the unit, or the limited common
elements assigned thereto, are or are not in violation of the condominium instruments;

10. A copy of the current bylaws, rules and regulations and architectural guidelines adopted by
the unit owners' association and the amendments thereto;

11. A statement of whether the condominium or any portion thereof is located within a
development subject to the Property Owners' Association Act (§ 55-508 et seq.) of Chapter 26 of
this title;

12. A copy of the notice given to the unit owner by the unit owners' association of any current or
pending rule or architectural violation;

13. A copy of any approved minutes of the executive organ and unit owners' association
meetings for the six calendar months preceding the request for the resale certificate;

14. Certification that the unit owners' association has filed with the Common Interest Community
Board the annual report required by § 55-79.93:1; which certification shall indicate the filing
number assigned by the Common Interest Community Board and the expiration date of such
filing;

15. A statement of any limitation on the number of persons who may occupy a unit as a dwelling;
and
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16. A statement setting forth any restrictions, limitation or prohibition on the right of a unit owner
to display the flag of the United States, including, but not limited to reasonable restrictions as to
the size, time, place, and manner of placement or display of such flag.

Failure to receive a resale certificate shall not excuse any failure to comply with the provisions of
the condominium instruments, articles of incorporation, or rules or regulations.

The resale certificate shall be delivered in accordance with the written request and instructions of
the seller or his authorized agent, including whether the resale certificate shall be delivered
electronically or in hard copy, and shall specify the complete contact information for the parties to
whom the resale certificate shall be delivered. The resale certificate shall be delivered within 14
days of receipt of such request. The resale certificate shall not, in and of itself, be deemed a
security within the meaning of § 13.1-501.

D. The seller or his authorized agent may request that the resale certificate be provided in hard
copy or in electronic form. A unit owners' association or common interest community manager
may provide the resale certificate electronically; however, the seller or his authorized agent shall
have the right to request that the resale certificate be provided in hard copy. The seller or his
authorized agent shall continue to have the right to request a hard copy of the resale certificate in
person at the principal place of business of the unit owners' association. If the seller or his
authorized agent requests that the resale certificate be provided in electronic format, neither the
unit owners' association nor its common interest community manager may require the seller or
his authorized agent to pay any fees to use the provider's electronic network or system. If the
seller or his authorized agent asks that the resale certificate be provided in electronic format, the
seller or his authorized agent may designate no more than two additional recipients to receive the
resale certificate in electronic format at no additional charge.

E. Subject to the provisions of § 55-79.87, but notwithstanding any other provisions of this
chapter, the provisions and requirements of this section shall apply to any such resale of a
condominium unit created under the provisions of the Horizontal Property Act (§ 55-79.1 et seq.).
F. The resale certificate required by this section need not be provided in the case of:

1. A disposition of a unit by gift;

2. A disposition of a unit pursuant to court order if the court so directs; or

3. A disposition of a unit by foreclosure or deed in lieu of foreclosure.

G. In any transaction in which a resale certificate is required and a trustee acts as the seller in the
sale or resale of a unit, the trustee shall obtain the resale certificate from the unit owners'
association and provide the resale certificate to the purchaser.

(1974, c. 416; 1975, c. 415; 1978, cc. 234, 290; 1983, c. 60; 1984, cc. 29, 103; 1990, c. 662;
1991, ¢. 497; 1994, c. 172; 1997, c. 222; 1998, cc. 32, 454, 463; 1999, c. 263; 2001, c. 556;
2002, cc. 459, 509; 2005, c. 415; 2007, cc. 696, 712, 854, 910; 2008, cc. 851, 871.)

Right of Rescission

The buyer may rescind the contract within 3 days following contract ratification or receipt

of the condominium documents, whichever is later. The statute of limitation for any fraud
involved is two years after closing.
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55-79.97:1. Fees for resale certificate.

A. The unit owners' association may charge fees as authorized by this section for the inspection
of the property, the preparation and issuance of the resale certificate required § 55-79.97, and for
such other services as are set out in this section.

B. A reasonable fee may be charged by the preparer of the resale certificate as follows for:

1. The inspection of the unit, as authorized in the declaration and as required to prepare the
resale certificate, a fee not to exceed $100;

2. The preparation and delivery of the resale certificate in (i) paper format, a fee not to exceed
$150 for no more than two hard copies, or (ii) electronic format, a fee not to exceed $125, for no
more than two electronic copies. Only one fee shall be charged for the preparation and delivery of
the resale certificate;

3. At the option of the seller or his authorized agent, with the consent of the unit owners'
association or the common interest community manager, expediting the inspection, preparation,
and delivery of the resale certificate, an additional expedite fee not to exceed $50;

4. At the option of the seller or his authorized agent, an additional hard copy of the resale
certificate, a fee not to exceed $25 per hard copy;

5. At the option of the seller or his authorized agent, a fee not to exceed an amount equal to the
actual cost paid to a third-party commercial delivery service for hand delivery or overnight delivery
of the resale certificate; and

6. A post-closing fee to the purchaser of the unit, collected at settlement, for the purpose of
establishing the purchaser as the owner of the unit in the records of the unit owners' association,
a fee not to exceed $50.

Neither the unit owners' association nor its common interest community manager shall require
cash, check, certified funds, or credit card payments at the time the request for the resale
certificate is made.

For purposes of this section, an expedite fee shall only be charged if the inspection and
preparation of delivery of the resale certificate are completed within five business days of the
request for a resale certificate.

C. No fees other than those specified in this section, and as limited by this section, shall be
charged by the unit owners' association or its common interest community manager for
compliance with the duties and responsibilities of the unit owners' association under this section.

The unit owners' association or its common interest community manager shall publish and make
available in paper or electronic format, or both, a schedule of the applicable fees so that the seller
or his authorized agent will know such fees at the time of requesting the resale certificate.

D. Any fees charged pursuant to this section shall be collected at the time settlement occurs on
the sale of the unit and shall be due and payable out of the settlement proceeds in accordance
with this section. The seller shall be responsible for all costs associated with the preparation and
delivery of the resale certificate, except for the costs of any resale certificate update or financial
update, which costs shall be the responsibility of the requestor, payable at settlement. Neither the
unit owners' association nor its common interest community manager shall require cash, check,
certified funds, or credit card payments at the time the request is made for the resale certificate.
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E. If settlement does not occur within 90 days of the delivery of the resale certificate, or funds are
not collected at settlement and disbursed to the unit owners' association or the common interest
community manager, all fees, including those costs that would have otherwise been the
responsibility of the purchaser or settlement agent, shall be assessed against the unit owner,
shall be the personal obligation of the unit owner, and shall be an assessment against the unit
and collectible as any other assessment in accordance with the provisions of the declaration and
§ 55-79.83. The seller may pay the unit owners' association by cash, check, certified funds, or
credit card, if credit card payment is an option offered by the unit owners' association. The unit
owners' association shall pay the common interest community manager the amount due from the
unit owner within 30 days after invoice.

F. The maximum allowable fees charged in accordance with this section shall adjust every five
years, as of January 1 of that year, in an amount equal to the annual increases for that five-year
period in the United States Average Consumer Price Index for all items, all urban consumers
(CPI-U), as published by the Bureau of Labor Statistics of the U.S. Department of Labor.

G. If a resale certificate has been issued within the preceding 12-month period, a person
specified in the written instructions of the seller or his authorized agent, including the seller or his
authorized agent or the purchaser or his authorized agent, may request a resale certificate
update. The requestor shall specify whether the resale certificate update shall be delivered
electronically or in hard copy and shall specify the complete contact information of the parties to
whom the update shall be delivered. The resale certificate update shall be delivered within 10
days of the written request.

H. The settlement agent may request a financial update. The requestor shall specify whether the
financial update shall be delivered electronically or in hard copy and shall specify the complete
contact information of the parties to whom the update shall be delivered. The financial update
shall be delivered within three business days of the written request.

I. A reasonable fee for the resale certificate update or financial update may be charged by the
preparer, not to exceed $50. At the option of the purchaser or his authorized agent, the requestor
may request that the unit owners' association or the common interest community manager
perform an additional inspection of the unit, as authorized in the declaration, for a fee not to
exceed $100. Any fees charged for the specified update shall be collected at the time settlement
occurs on the sale of the property. Neither the unit owners' association nor its common interest
community manager, if any, shall require cash, check, certified funds, or credit card payments at
the time the request is made for the resale certificate update. The requestor may request that the
specified update be provided in hard copy or in electronic form.

J. No unit owners' association or common interest community manager may require the requestor
to request the specified update electronically. The seller or his authorized agent shall continue to
have the right to request a hard copy of the specified update in person at the principal place of
business of the unit owners' association. If the requestor asks that the specified update be
provided in electronic format, neither the unit owners' association nor its common interest
community manager may require the requester to pay any fees to use the provider’s electronic
network or system. A copy of the specified update shall be provided to the seller or his authorized
agent.

K. When a resale certificate has been delivered as required by § 55-79.97, the unit owners'
association shall, as to the purchaser, be bound by the statements set forth therein as to the
status of the assessment account and the status of the unit with respect to any violation of the
condominium instruments as of the date of the statement unless the purchaser had actual
knowledge that the contents of the resale certificate were in error.
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L. If the unit owners' association or its common interest community manager has been requested
in writing to furnish the resale certificate required by § 55-79.97, failure to provide the resale
certificate substantially in the form provided in this section shall be deemed a waiver of any claim
for delinquent assessments or of any violation of the declaration, bylaws, rules and regulations, or
architectural guidelines existing as of the date of the request with respect to the subject unit. The
preparer of the resale certificate shall be liable to the seller in an amount equal to the actual
damages sustained by the seller in an amount not to exceed $1,000. The purchaser shall
nevertheless be obligated to abide by the condominium instruments, rules and regulations, and
architectural guidelines of the unit owners’ association as to all matters arising after the date of
the settlement of the sale.

PROPERTY OWNERS ASSOCIATION
§ 55-508. Applicability.

A. This chapter shall apply to developments subject to a declaration, as defined herein, initially
recorded after January 1, 1959, associations incorporated or otherwise organized after such date,
and all subdivisions created under the former Subdivided Land Sales Act (§ 55-336 et seq.). For
the purposes of this chapter, as used in the former Subdivided Land Sales Act, the terms:

"Covenants," "deed restrictions," or "other recorded instruments" for the management, regulation
and control of a development shall be deemed to correspond with the term "declaration”;

"Developer" shall be deemed to correspond with the term "declarant";
"Lot" shall be deemed to correspond with the term "lot"; and
"Subdivision" shall be deemed to correspond with the term "development.”

This chapter shall be deemed to supersede the Subdivided Land Sales Act, and no development
shall be established under the latter on or after July 1, 1998. This chapter shall not be construed
to affect the validity of any provision of any declaration recorded prior to July 1, 1998; however,
any development established prior to the enactment of the Subdivided Land Sales Act may
specifically provide for the applicability of the provisions of this chapter.

This chapter shall not be construed to affect the validity of any provision of any prior declaration;
however, to the extent the declaration is silent, the provisions of this chapter shall apply. If any
one lot in a development is subject to the provisions of this chapter, all lots in the development
shall be subject to the provisions of this chapter notwithstanding the fact that such lots would
otherwise be excluded from the provisions of this chapter. Notwithstanding any provisions of this
chapter, a declaration may specifically provide for the applicability of the provisions of this
chapter. The granting of rights in this chapter shall not be construed to imply that such rights did
not exist with respect to any development created in the Commonwealth before July 1, 1989.

B. This chapter shall not apply to the (i) provisions of documents of, (ii) operations of any
association governing, or (iii) relationship of a member to any association governing
condominiums created pursuant to the Condominium Act (§ 55-79.39 et seq.), cooperatives
created pursuant to the Virginia Real Estate Cooperative Act (§ 55-424 et seq.), time-shares
created pursuant to the Virginia Real Estate Time-Share Act (§ 55-360 et seq.), or membership
campgrounds created pursuant to the Virginia Membership Camping Act (§ 59.1-311 et seq.).

This chapter shall not apply to any non stock, nonprofit, taxable corporation with non mandatory

membership which, as its primary function, makes available golf, ski and other recreational
facilities both to its members and the general public.
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(1989, c. 679; 1991, c. 667; 1992, c. 677; 1998, cc. 32, 623; 2003, c. 422; 2005, c. 668.)

§ 55-509. Definitions.
As used in this chapter, unless the context requires a different meaning:

"Act" means the Virginia Property Owners' Association Act.
"Association" means the property owners' association.

"Board of directors" means the executive body of a property owners' association, or a committee
which is exercising the power of the executive body by resolution or bylaw.

"Capital components" means those items, whether or not a part of the common area, for which
the association has the obligation for repair, replacement or restoration and for which the board of
directors determines funding is necessary.

"Common area" means property within a development which is owned, leased or required by the
declaration to be maintained or operated by a property owners' association for the use of its
members and designated as common area in the declaration.

"Common interest community” means the same as that term is defined in § 55-528.
“Common interest community manager” means the same as that term is defined in § 54.1-2345.

"Declarant" means the person or entity signing the declaration and its successors or assigns who
may submit property to a declaration.

"Declaration" means any instrument, however denominated, recorded among the land records of
the county or city in which the development or any part thereof is located, that either (i) imposes
on the association maintenance or operational responsibilities for the common area or (ii) creates
the authority in the association to impose on lots, or on the owners or occupants of such lots, or
on any other entity any mandatory payment of money in connection with the provision of
maintenance and/or services for the benefit of some or all of the lots, the owners or occupants of
the lots, or the common area. "Declaration” includes any amendment or supplement to the
instruments described in this definition. "Declaration" shall not include a declaration of a
condominium, real estate cooperative, time-share project or campground.

"Development" means real property located within this Commonwealth subject to a declaration
which contains both lots, at least some of which are residential or are occupied for recreational
purposes, and common areas with respect to which any person, by virtue of ownership of a lot, is
a member of an association and is obligated to pay assessments provided for in a declaration.

"Disclosure packet update" means an update of the financial information referenced in
subdivisions A 2 through A 9 of § 55-509.5. The update shall include a copy of the original
disclosure packet.

"Financial update" means an update of the financial information referenced in subdivisions A 2
through A 7 of § 55-509.5.

"Lot" means (i) any plot or parcel of land designated for separate ownership or occupancy shown
on a recorded subdivision plat for a development or the boundaries of which are described in the
declaration or in a recorded instrument referred to or expressly contemplated by the declaration,
other than a common area, and (ii) a unit in a condominium association or a unit in a real estate

cooperative if the condominium or cooperative is a part of a development.
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"Meeting" or "meetings" means the formal gathering of the board of directors where the business
of the association is discussed or transacted.

"Property owners' association" or "association" means an incorporated or unincorporated entity
upon which responsibilities are imposed and to which authority is granted in the declaration.

"Settlement agent” means the same as that term is defined in § 6.1-2.20.
§ 55-509.4. Contract disclosure statement; right of cancellation.

A. Subject to the provisions of subsection A of § 55-509.10, a person selling a lot shall disclose in
the contract that (i) the lot is located within a development that is subject to the Virginia Property
Owners' Association Act (§ 55-508 et seq.); (ii) the Act requires the seller to obtain from the
property owners' association an association disclosure packet and provide it to the purchaser; (iii)
the purchaser may cancel the contract within three days after receiving the association disclosure
packet or being notified that the association disclosure packet will not be available; (iv) if the
purchaser has received the association disclosure packet, the purchaser has a right to request an
update of such disclosure packet in accordance with subsection H of § 55-509.6 or subsection B
of § 55-509.7, as appropriate; and (v) the right to receive the association disclosure packet and
the right to cancel the contract are waived conclusively if not exercised before settlement.

For purposes of clause (iii), the association disclosure packet shall be deemed not to be available
if (a) a current annual report has not been filed by the association with either the State
Corporation Commission pursuant to § 73.7-936 or with the Common Interest Community Board
pursuant to § 55-516.1, (b) the seller has made a written request to the association that the
packet be provided and no such packet has been received within 14 days in accordance with
subsection A of § 55-509.5, or (c) written notice has been provided by the association that a
packet is not available.

B. If the contract does not contain the disclosure required by subsection A, the purchaser's sole
remedy is to cancel the contract prior to settlement.

C. The information contained in the association disclosure packet shall be current as of a date
specified on the association disclosure packet prepared in accordance with this section; however,
a disclosure packet update or financial update may be requested in accordance with subsection
H of § 55-509.6 or subsection B of § 55-509.7, as appropriate. The purchaser may cancel the
contract: (i) within three days after the date of the contract, if on or before the date that the
purchaser signs the contract, the purchaser receives the association disclosure packet or is
notified that the association disclosure packet will not be available; (ii) within three days after
receiving the association disclosure packet if the association disclosure packet or notice that the
association disclosure packet will not be available is hand delivered or delivered by electronic
means and a receipt obtained; or (iii) within six days after the postmark date if the association
disclosure packet or notice that the association disclosure packet will not be available is sent to
the purchaser by United States mail. The purchaser may also cancel the contract at any time
prior to settlement if the purchaser has not been notified that the association disclosure packet
will not be available and the association disclosure packet is not delivered to the purchaser.
Notice of cancellation shall be provided to the lot owner or his agent by one of the following
methods:

1. Hand delivery;
2. United States mail, postage prepaid, provided the sender retains sufficient proof of mailing,

which may be either a United States postal certificate of mailing or a certificate of service
prepared by the sender confirming such mailing;
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3. Electronic means provided the sender retains sufficient proof of the electronic delivery, which
may be an electronic receipt of delivery, a confirmation that the notice was sent by facsimile, or a
certificate of service prepared by the sender confirming the electronic delivery; or

4. Overnight delivery using a commercial service or the United States Postal Service.

In the event of a dispute, the sender shall have the burden to demonstrate delivery of the notice
of cancellation. Such cancellation shall be without penalty, and the seller shall cause any deposit
to be returned promptly to the purchaser.

D. Whenever any contract is canceled based on a failure to comply with subsection A or C or
pursuant to subsection B, any deposit or escrowed funds shall be returned within 30 days of the
cancellation, unless the parties to the contract specify in writing a shorter period.

E. Any rights of the purchaser to cancel the contract provided by this chapter are waived
conclusively if not exercised prior to settlement.

F. Except as expressly provided in this chapter, the provisions of this section and § 55-509.5 may
not be varied by agreement, and the rights conferred by this section and § 55-509.5 may not be
waived.

§ 55-509.5. Contents of association disclosure packet; delivery of packet.

A. The association shall deliver, within 14 days after receipt of a written request and instructions
by a seller or his authorized agent, an association disclosure packet as directed in the written
request. The information contained in the association disclosure packet shall be current as of a
date specified on the association disclosure packet. If hand or electronically delivered, the written
request is deemed received on the date of delivery. If sent by United States mail, the request is
deemed received six days after the postmark date. An association disclosure packet shall contain
the following:

1. The name of the association and, if incorporated, the state in which the association is
incorporated and the name and address of its registered agent in Virginia;

2. A statement of any expenditure of funds approved by the association or the board of directors
that shall require an assessment in addition to the regular assessment during the current year or
the immediately succeeding fiscal year;

3. A statement, including the amount of all assessments and any other mandatory fees or
charges currently imposed by the association, together with any post-closing fee charged by the
common interest community manager, if any, and associated with the purchase, disposition, and
maintenance of the lot and to the right of use of common areas, and the status of the account;

. A statement of whether there is any other entity or facility to which the lot owner may be liable
for fees or other charges;

5. The current reserve study report or summary thereof, a statement of the status and amount of
any reserve or replacement fund, and any portion of the fund allocated by the board of directors
for a specified project;

6. A copy of the association's current budget or a summary thereof prepared by the association,
and a copy of its statement of income and expenses or statement of its financial position (balance
sheet) for the last fiscal year for which such statement is available, including a statement of the
balance due of any outstanding loans of the association;
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7. A statement of the nature and status of any pending suit or unpaid judgment to which the
association is a party and that either could or would have a material impact on the association or
its members or that relates to the lot being purchased;

8. A statement setting forth what insurance coverage is provided for all lot owners by the
association, including the fidelity bond maintained by the association, and what additional
insurance would normally be secured by each individual lot owner;

9. A statement that any improvement or alteration made to the lot, or uses made of the lot or
common area assigned thereto are or are not in violation of the declaration, bylaws, rules and
regulations, architectural guidelines and articles of incorporation, if any, of the association;

10. A statement setting forth any restriction, limitation, or prohibition on the right of a lot owner to
place a sign on the owner's lot advertising the lot for sale;

11. A statement setting forth any restriction, limitation, or prohibition on the right of a lot owner to
display any flag on the owner's lot, including but not limited to reasonable restrictions as to the
size, place, and manner of placement or display of such flag and the installation of any flagpole or
similar structure necessary to display such flag;

12. A copy of the current declaration, the association's articles of incorporation and bylaws, and
any rules and regulations or architectural guidelines adopted by the association;

13. A copy of any approved minutes of the board of directors and association meetings for the six
calendar months preceding the request for the disclosure packet;

14. A copy of the notice given to the lot owner by the association of any current or pending rule or
architectural violation;

15. A copy of the fully completed one-page cover sheet developed by the Common Interest
Community Board pursuant to § 54.7-2350; and

16. Certification that the association has filed with the Common Interest Community Board the
annual report required by § 55-516. 1, which certification shall indicate the filing number assigned
by the Common Interest Community Board, and the expiration date of such filing.

B. Failure to receive copies of an association disclosure packet shall not excuse any failure to
comply with the provisions of the declaration, articles of incorporation, bylaws, or rules or
regulations.

C. The disclosure packet shall be delivered in accordance with the written request and
instructions of the seller or his authorized agent, including whether the disclosure packet shall be
delivered electronically or in hard copy and shall specify the complete contact information for the
parties to whom the disclosure packet shall be delivered. The disclosure packet required by this
section, shall not, in and of itself, be deemed a security within the meaning of § 13.7-501.

D. The seller or his authorized agent may request that the disclosure packet be provided in hard
copy or in electronic form. An association or common interest community manager may provide
the disclosure packet electronically; however, the seller or his authorized agent shall have the
right to request that the association disclosure packet be provided in hard copy. The seller or his
authorized agent shall continue to have the right to request a hard copy of the disclosure packet
in person at the principal place of business of the association. If the seller or his authorized agent
requests that the disclosure packet be provided in electronic format, neither the association nor
its common interest community manager may require the seller or his authorized agent to pay
any fees to use the provider’s electronic network or system. If the seller or his authorized agent
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asks that the disclosure packet be provided in electronic format, the seller or his authorized agent
may designate no more than two additional recipients to receive the disclosure packet in
electronic format at no additional charge.

§ 55-509.6. Fees for disclosure packet; associations managed by a common interest
community manager.

A. The association or its common interest community manager may charge certain fees as
authorized by this section for the inspection of the property, the preparation and issuance of the
disclosure packet required § 55-509.5, and for such other services as set out in this section. The
seller or his authorized agent shall specify whether the disclosure packet shall be delivered
electronically or in hard copy, and shall specify the complete contact information for the parties to
whom the disclosure packet shall be delivered. If the seller or his authorized agent specifies that
delivery shall be made to the purchaser or his authorized agent or settlement agent, the preparer
shall provide the disclosure packet directly to the designated persons, at the same time it is
delivered to the seller or his authorized agent.

B. A reasonable fee may be charged by the preparer as follows for:

1. The inspection of the exterior of the dwelling unit and the lot, as authorized in the declaration
and as required to prepare the association disclosure packet, a fee not to exceed $100;

2. The preparation and delivery of the disclosure packet in (i) paper format, a fee not to exceed
$150 for no more than two hard copies or (ii) electronic format, a fee not to exceed $125 for no
more than two electronic copies. Only one fee shall be charged for the preparation and delivery of
the disclosure packet;

3. At the option of the seller or his authorized agent, expediting the inspection, preparation and
delivery of the disclosure packet, an additional expedite fee not to exceed $50;

4. At the option of the seller or his authorized agent, an additional hard copy of the disclosure
packet, a fee not to exceed $25 per hard copy, for each hard copy requested other than a hard
copy for the seller, purchaser, or the settlement agent;

5. At the option of the seller or his authorized agent, a fee not to exceed an amount equal to the
actual cost paid to a third-party commercial delivery service for hand delivery or overnight delivery
of the association disclosure packet; and

6. A post-closing fee to the purchaser of the property, collected at settlement, for the purpose of
establishing the purchaser as the owner of the property in the records of the association, a fee
not to exceed $50.

Except as otherwise provided in subsection E, neither the association nor its common interest
community manager shall require cash, check, certified funds or credit card payments at the time
the request for the disclosure packet is made.

For purposes of this section, an expedite fee shall only be charged if the inspection and
preparation of delivery of the disclosure packet are completed within five business days of the
request for a disclosure packet.

C. No fees other than those specified in this section, and as limited by this section, shall be
charged by the association or its common interest community manager for compliance with the
duties and responsibilities of the association under this chapter. The association or its common
interest community manager shall publish and make available in paper or electronic format, or
both, a schedule of the applicable fees so the seller or his authorized agent will know such fees at
the time of requesting the packet.
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D. Any fees charged pursuant to this section shall be collected at the time of settlement on the
sale of the lot and shall be due and payable out of the settlement proceeds in accordance with
this section. The seller shall be responsible for all costs associated with the preparation and
delivery of the association disclosure packet, except for the costs of any disclosure packet update
or financial update, which costs shall be the responsibility of the requestor, payable at settlement.

Neither the association nor its common interest community manager shall require cash, check,
certified funds, or credit card payments at the time of the request is made for the association
disclosure packet.

E. If settlement does not occur within 90 days of the delivery of the disclosure packet, or funds
are not collected at settlement and disbursed to the association or the common interest
community manager, all fees, including those costs that would have otherwise been the
responsibility of the purchaser or settlement agent, shall be assessed against the lot owner and
shall be the personal obligation of the lot owner and shall be an assessment against the lot and
collectible as any other assessment in accordance with the provisions of the declaration and §
55-516. The seller may pay the association by cash, check, certified funds, or credit card, if credit
card payment is an option offered by the association. The association shall pay the common
interest community manager the amount due from the lot owner within 30 days after invoice.

F. The maximum allowable fees charged in accordance with this section shall adjust every five
years, as of January 1 of that year, in an amount equal to the annual increases for that five-year
period in the United States Average Consumer Price Index for all items, all urban consumers
(CPI-U), as published by the Bureau of Labor Statistics of the U.S. Department of Labor.

G. If an association disclosure packet has been issued for a lot within the preceding 12-month
period, a person specified in the written instructions of the seller or his authorized agent, including
the seller or his authorized agent, or the purchaser or his authorized agent may request a
disclosure packet update. The requestor shall specify whether the disclosure packet update shall
be delivered electronically or in hard copy, and shall specify the complete contact information of
the parties to whom the update shall be delivered. The disclosure packet update shall be
delivered within 10 days of the written request.

H. The settlement agent may request a financial update. The requestor shall specify whether the
financial update shall be delivered electronically or in hard copy, and shall specify the complete
contact information of the parties to whom the update shall be delivered. The financial update
shall be delivered within three business days of the written request.

I. A reasonable fee for the disclosure packet update or financial update may be charged by the
preparer not to exceed $50. At the option of the purchaser or his authorized agent, the requestor
may request that the association or the common interest community manager perform an
additional inspection of the exterior of the dwelling unit and the lot, as authorized in the
declaration, for a fee not to exceed $100. Any fees charged for the specified update shall be
collected at the time settlement occurs on the sale of the property. Neither the association nor its
common interest community manager, if any, shall require cash, check, certified funds, or credit
card payments at the time the request is made for the disclosure packet update. The requestor
may request that the specified update be provided in hard copy or in electronic form.

J. No association or common interest community manager may require the requestor to request
the specified update electronically. The seller or his authorized agent shall continue to have the
right to request a hard copy of the specified update in person at the principal place of business of
the association. If the requestor asks that the specified update be provided in electronic format,
neither the association nor its common interest community manager may require the requester to
pay any fees to use the provider’s electronic network or system. A copy of the specified update
shall be provided to the seller or his authorized agent.
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K. When an association disclosure packet has been delivered as required by § 55-509.5, the
association shall, as to the purchaser, be bound by the statements set forth therein as to the
status of the assessment account and the status of the lot with respect to any violation of the
declaration, bylaws, rules and regulations, architectural guidelines and articles of incorporation, if
any, of the association as of the date of the statement unless the purchaser had actual
knowledge that the contents of the disclosure packet were in error.

L. If the association or its common interest community manager has been requested in writing to
furnish the association disclosure packet required by § 55-509.5, failure to provide the association
disclosure packet substantially in the form provided in this section shall be deemed a waiver of
any claim for delinquent assessments or of any violation of the declaration, bylaws, rules and
regulations, or architectural guidelines existing as of the date of the request with respect to the
subject lot. The preparer of the association disclosure packet shall be liable to the seller in an
amount equal to the actual damages sustained by the seller in an amount not to exceed $1,000.
The purchaser shall nevertheless be obligated to abide by the declaration, bylaws, rules and
regulations, and architectural guidelines of the association as to all matters arising after the date
of the settlement of the sale.

55-509.7. Fees for disclosure packets; associations not managed by a common interest
community manager.

A. The association may charge a fee for the preparation and issuance of the association
disclosure packet required by § 55-509.5. Any fee shall reflect the actual cost of the preparation
of the association disclosure packet, but shall not exceed $0.10 per page of copying costs or a
total of $100 for all costs incurred in preparing the association disclosure packet. The seller or his
authorized agent shall specify whether the association disclosure packet shall be delivered
electronically or in hard copy and shall specify the complete contact information of the parties to
whom the disclosure packet shall be delivered. If the seller or his authorized agent specifies that
delivery shall be made to the purchaser or his authorized agent, the preparer shall provide the
disclosure packet directly to the designated persons, at the same time it is delivered to the seller
or his authorized agent. The association shall advise the requestor if electronic delivery of the
disclosure packet or the disclosure packet update or financial update is not available, if electronic
delivery has been requested by the seller or his authorized agent.

B. If an association disclosure packet has been issued for a lot within the preceding 12-month
period, a person specified in the written instructions of the seller or his authorized agent, including
the seller or his authorized agent, or the purchaser or his authorized agent may request a
disclosure packet update. The requestor shall specify whether the disclosure packet update shall
be delivered electronically or in hard copy and shall specify the complete contact information of
the parties to whom the specified update shall be delivered. The disclosure packet update shall
be delivered within 10 days of the written request therefor.

C. The settlement agent may request a financial update. The requestor shall specify whether the
financial update shall be delivered electronically or in hard copy, and shall specify the complete
contact information of the parties to whom the update shall be delivered. The financial update
shall be delivered within three business days of the written request therefor.

D. A reasonable fee for the disclosure packet update or a financial update may be charged by the
preparer not to exceed $50. At the option of the purchaser or his authorized agent, the requestor
may request that the association perform an additional inspection of the exterior of the dwelling
unit and the lot, as authorized in the declaration, for a fee not to exceed $50. Any fees charged
for the specified update shall be collected at the time settlement occurs on the sale of the lot. The
association shall not require cash, check, certified funds, or credit card payments at the time the
request is made for the disclosure packet update. The requestor may request that the specified
update be provided in hard copy or in electronic form.
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E. No association may require the requestor to request the specified update electronically. The
seller or his authorized agent shall continue to have the right to request a hard copy of the
specified update in person at the principal place of business of the association. If the requestor
asks that the specified update be provided in electronic format, the association shall not require
the requester to pay any fees to use the provider’s electronic network or system. If the requestor
asks that the specified update be provided in electronic format, the requestor may designate no
more than two additional recipients to receive the specified update in electronic format at no
additional charge. A copy of the specified update shall be provided to the seller or his authorized
agent.

F. When a disclosure packet has been delivered as required by § 55-509.5, the association shall,
as to the purchaser, be bound by the statements set forth therein as to the status of the
assessment account and the status of the lot with respect to any violation of the declaration,
bylaws, rules and regulations, architectural guidelines and articles of incorporation, if any, of the
association as of the date of the statement unless the purchaser had actual knowledge that the
contents of the disclosure packet were in error.

G. If the association has been requested to furnish the association disclosure packet required by
this section, failure to provide the association disclosure packet substantially in the form provided
in this section shall be deemed a waiver of any claim for delinquent assessments or of any
violation of the declaration, bylaws, rules and regulations, or architectural guidelines existing as of
the date of the request with respect to the subject lot. The association shall be liable to the seller
in an amount equal to the actual damages sustained by the seller in an amount not to exceed
$500. The purchaser shall nevertheless be obligated to abide by the declaration, bylaws, rules
and regulations, and architectural guidelines of the association as to all matters arising after the
date of the settlement of the sale.

§ 55-509.8. Properties subject to more than one declaration.

If the lot is subject to more than one declaration, the association or its common interest
community manager may charge the fees authorized by § 55-509.6 or 55-509.7 for each of the
applicable associations, provided however, that no association shall charge inspection fees
unless the association has architectural control over the lot.

§ 55-509.9. Requests by settlement agents.

A. The settlement agent may request a financial update from the preparer of the disclosure
packet. The preparer of the disclosure packet shall, upon request from the settlement agent,
provide the settlement agent with written escrow instructions directing the amount of any funds to
be paid from the settlement proceeds to the association or the common interest community
manager. There shall be no fees charged for a response by the association or its common
interest community manager to a request from the settlement agent for written escrow
instructions, however a fee may be charged for a financial update pursuant to this chapter.

B. The settlement agent, when transmitting funds to the association or the common interest
community manager, shall, unless otherwise directed in writing, provide the preparer of the
disclosure packet with (i) the complete record name of the seller, (ii) the address of the subject
lot, (iii) the complete name of the purchaser, (iv) the date of settlement, and (v) a brief explanation
of the application of any funds transmitted or by providing a copy of a settlement statement,
unless otherwise prohibited.

§ 55-509.10. Exceptions to disclosure requirements.

A. The contract disclosures required by § 55-509.4 and the association disclosure packet
required by § 55-509.5 shall not be provided in the case of:

2009 All Rights Reserved. www.AlphaCollegeOfRealEstate.com 43




Alpha College of Real Estate
3-Hour Real Estate Law Course Revised 022009

1. A disposition of a lot by gift;
2. A disposition of a lot pursuant to court order if the court so directs;
3. A disposition of a lot by foreclosure or deed in lieu of foreclosure; or

4. A disposition of a lot to a person or entity who is not acquiring the lot for his own residence or
for the construction thereon of a dwelling unit to be occupied as his own residence, unless
requested by such person or entity. If such disclosures are not requested, a statement in the
contract of sale that the purchaser is not acquiring the lot for such purpose shall be conclusive
and may be relied upon by the seller of the lot. The person or entity acquiring the lot shall
nevertheless be obligated to abide by the declaration, bylaws, rules and regulations, and
architectural guidelines of the association as to all matters.

B. In any transaction in which an association disclosure packet is required and a trustee acts as
the seller in the sale or resale of a lot, the trustee shall obtain the association disclosure packet
from the association and provide the packet to the purchaser.

C. In the case of an initial disposition of a lot by the declarant, the association disclosure packet
required by § 55-509.5 need not include the information referenced in subdivisions A2, A3, A5
nor A 9 of § 55-509.5, and it shall include the information referenced in subdivisions A 16 of § 55-
509.5 only if the association has filed an annual report prior to the date of such disclosure packet.
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PROFESSIONAL RISK FACING THE
REAL ESTATE AGENT

I. Environmental Hazards
A. Solid/Liquid/Gas/Airborne
B. Toxic
1. Death
2. Violent lliness
C. Corrosive

1. Acidic

2. Burning of Skin
D. Reactive

1. Unstable

2. Explosions/toxic fumes
E. Ignitable

1. Friction-sensitive
2. dangerous-heat/smoke
F. Radioactive

Il. Specific Hazards

A. Asbestos
1. What is it
a. Fibrous material
b. Fire retardant
c. Insulation
2. Where found
Pipe wrapping
Around furnaces
Vinyl flooring
Ceiling tiles/sprayed ceilings
Exterior roofing/shingles/siding
Door gaskets-stoves, furnaces, ovens
Some textured paints, patching compounds
Mixed with bonding agents/sprayed on ducts, pipes, beams

S@r0a0 oW

3. How is it hazardous
a. When fibers inhaled
i Cause asbestos-scarring of lung
ii. Lung cancer
iii. Mesothelioma-cancer of chest cavity

4. Friable Asbestos
a. Crumbly, loose particles
b. Most dangerous/ inhalation of loose fibers

5. Causes of Friable Asbestos
Cleaning, repair
Renovation

A/C Operation

General Deterioration
Sanding, Drilling, Etc.

®o0TO
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6. Non- Friable Asbestos
a. Usually not loose, crumbly
b. Usually mixed with bonding agent; Cement, plastics

7. Correction/ Removal
a. Experts with proper equipment, Etc.
b. Air Quality tested after removal
c. Encased
d. Non- Friable, left sometimes

Note: o There is no “safe” level of asbestos. Environmental Protection Agency and
Occupational Safety and Health Administration (OSHA) have authority

¢ Permissible exposure limit for an 8-hour period is 0.2 fibers per cubic centimeter.

e Removal of more than 230 square feet or 160 linear feet require notification to the
local EPA office.

¢ Experts advise if asbestos material in good condition- and — in an area where it
will usually disturbed, leave it in place.

¢ Additional information- Dept. of Toxic Substances, 1500 East Main Street, #124,
Richmond, VA. 23218, (804) 786-1763

B. Formaldehyde

1. Colorless, gaseous chemical compound

2. Used for insulation prior to early 80’s as part of foam type insulation

3. Inglues, resins, preservatives, bonding agents, pressed wood
materials, i.e. furniture, cabinets...

4. Causes cancer in animals- threat to humans not determined

5. Emissions decrease over two to three years

Note:e Formaldehyde not commercially used much now. And research has shown that
older uses probably create no health problems now, since the emissions have decreased
or in some cases no longer exists.

C. Radon

Naturally occurring gas

Odorless, tasteless, radioactive

Second largest cause of lung cancer

Found where uranium is present

Found in areas of phosphate, granite, shale

Rises through cracks/ spaces in foundations/ slabs
Well water, not usually municipal water

Seal foundation cracks, ventilate building

ONoOORWN~

Note: ¢ National Hot Line phone- 1-800-SOS-RADON (1-800-468-0138) or (804) 786-5932.

D. Indoor Air Quality
1. “Sick Building” well constructed, energy efficient
2. Symptoms include headache, fatigue, skin/eye irritations, allergies,
upper respiratory

2009 All Rights Reserved. www.AlphaCollegeOfRealEstate.com 46




Alpha College of Real Estate
3-Hour Real Estate Law Course Revised 022009

Note: o If indoor air problem appear, testing of ventilation, temperature, humidity and
specific sampling for contaminants recommended.

E. Lead/ Lead Based Paint

1. Where found-
a. Lead pipes
b. Paint houses built prior to 1978
i. Usually walls, woodwork, window frames
ii. Lead dust, paint chips, chewable or transferred
by hands to mouth
2. Dangers

a. Damage child’s brain, nervous system, kidneys, hearing,
coordination, affect learning, cause blindness, death
b. Problems in pregnancy

3. Remedies, if found
a. Professional clean up
b. Occupant can
i. Wash toys frequently
ii. Keep child away from chips, dust
iii. Wet mop floors, wipe surfaces often
iv. Do not use vacuum, dust will come through

Note: ¢ Anyone can get lead poisoning, but usually it affects children because they often
put things in their mouths or transfer contaminants from hands to mouth.

¢ Symptoms include crankiness, stomach aches, headaches, vomiting, tired,
hyperactive or possibly playing with children who have these symptoms.

¢ Presence of lead can be determined by a blood test.
e EPA and HUD released new regulations for properties built in 1978 or before.

Effective 9/6/96 for owners of more than four properties and effective 12/6/96 for
owners of 1-4 properties.

o Sellers of their agents distribute a federal lead hazard information pamphlet,
obtained from the National Lead Information Clearing House before any purchase
offers can be accepted.

¢ Property owners must provide copies of any records or prior test results
pertaining to lead-based paint o purchasers or tenants.

e Purchasers must be allowed an additional 10 day opportunity to conduct a risk
assessment or inspection of the property for lead- based paint of lead based paint
hazards... which must occur before the purchasers obligations under contract
become binding.

o Exemptions include properties, which are leased 100 days or fewer, without the
possibility of renewal or extension.

¢ Additional information: Department of Toxic Substances, 1500 East Main Street,
#124 Richmond, VA. 23218 (804) 786-1763.
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F. Underground Storage Tanks
1. Considered underground if 10% of volume, including piping under
ground.
2. Must store regulated substance
3. Can contaminate ground water supply
4. Exceptions to Laws
a. Septic tank
b. Pipelines
c. Farm/ Residential tanks, under 1,000 gallons
d. Heating oil tanks (under 5000 gallons and used on premises
where stored)
May be filled with sand, gravel, etc.
Problems arise if filled with liquid
Remedies
a. Phase | assessment- Physical examination, review history
b. Phase Il assessment- Soil samples at different locations
c. Phase lll assessment- Action plan for corrective action
8. Contaminants found in tank
a. Tank tightness test
i. Istank leaking? How much?
ii. Threat to public welfare/ health?
iii. Remediation needed?

No o

Note: ¢ Costs of removing leaking tanks and cleaning up contaminated soil can be
exceedingly high. Based on the size of the tank, the amount of contaminants leaked, and
the amount of contaminated soil, the cost can be up to a million dollars. EPA estimates
say that about 40% of underground tanks, nationwide, are leaking and discharging
hazardous materials.

e Suspecting that an underground tank exists, whether leaking or not, should be a warning
that a potential problem exists.

e Tank tightness test referenced to fill the tank with a liquid, then make periodic checks to
see of the liquid is disappearing form the tank. This will tell if there is a leak and if so, how
bad.

G. Water Quality/ Ground Water Contamination
1. Radon, lead pipes, leaking underground tanks
2. Chemical wastes, pesticides, fertilizers
3. Faulty septic tanks

Note: e Tests have proven that in some instances contaminated wells and/or wells with
high levels of chemicals and acids have caused serious iliness in residents drinking water.

o National Hotline 1-800-426-4791 or write to Water Control Board, 4900 Cox Road,
Glen Allen, VA> 23060 (804) 527-5000

H. Polychlorinated Biphenyls (PCB’s)
1. Considered toxic waste

2. Used electrical transformers, capacitors, heat transfer, hydraulic
systems, and other electrical equipment
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3. Can cause adverse reproductive effects, tumor development
. Electro Magnetic Fields (EMF)
Large, high powered stanchion type wires
They hum all the time. Have you ever listened?

Possible humming is producing radioactive waves aimed at ground
Possible rays are dangerous within 1000 feet

hPob-=

J. Fluoride
1. Causes chalky discoloration, pitting, dark brown stains on teeth,
causes chipping/ breaking
2. Affects children primarily

K. Federal Legislation
A. Resources Conservation and Recovery Act of 1976 (RCRA)
B. Comprehensive Environmental Response, Compensation and Liability Act of
1980 (CERCLA)- Superfund

L. Potentially Responsible Parties
A. Property owners
B. Lenders by Foreclosure
C. Landlords for tenant actions

Note: e Current property owners can be responsible for the clean up of damage done by
previous owners. Lenders who foreclose on property and become the owners can be
liable. Landlords, who allow tenants to pollute the environment, can be held responsible
for the clean up. Property owners can also be held liable for clean up of the property, even
though the damage was done by an adjoining or nearby landowner or tenant.

M. Innocent Landowner Defense
A. Inquire into past ownership
B. May lose property/ equity
C. May limit liability attaching to other property value

Note: e To use “innocent” landowner defense, the owner must show that he/she has made
all appropriate and customary inquiries into the past ownership/ use of the property.

e It is possible, the current owner will lose the property in the question, but the
defense might save other properties the person owns.

N. De Minimus Settlement

Innocent landowner

Conduct all appropriate inquiry

No “specialized” knowledge

Relation of purchase price to value
Obviousness of presence of contamination
Detect contamination

Tmoowr

Note: ¢ Sometimes a settlement can be reached which will limit the amount of cost to the
owner. But, the owner must show that he/she acquired the property with out knowledge-
or reason to believe- that there was a hazard.
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e The owner must also show that he/she has no specialized knowledge, which
would have led to their possibility knowing about the hazard.

Introduction to Molds

Molds produce tiny spores to reproduce. Mold spores waft through the indoor and outdoor air
continually. When mold spores land on a damp spot indoors, they may begin growing and
digesting whatever they are growing on in order to survive. There are molds that can grow on
wood, paper, carpet, and foods. When excessive moisture or water accumulates indoors, mold
growth will often occur, particularly if the moisture problem remains undiscovered or un-
addressed. There is no practical way to eliminate all mold and mold spores in the indoor
environment; the way to control indoor mold growth is to control moisture.

Basic Mold Cleanup

The key to mold control is moisture control. It is important to dry water damaged areas and items
within 24-48 hours to prevent mold growth. If mold is a problem in your home, clean up the mold
and get rid of the excess water or moisture. Fix leaky plumbing or other sources of water. Wash
mold off hard surfaces with detergent and water, and dry completely. Absorbent materials (such
as ceiling tiles & carpet) that become moldy may have to be replaced.

Ten Things You Should Know About Mold

1. Potential health effects and symptoms associated with mold exposures include allergic
reactions, asthma, and other respiratory complaints.

2. There is no practical way to eliminate all mold and mold spores in the indoor
environment; the way to control indoor mold growth is to control moisture.

3. If mold is a problem in your home or school, you must clean up the mold and eliminate
sources of moisture.

4. Fix the source of the water problem or leak to prevent mold growth.

5. Reduce indoor humidity (to 30-60% ) to decrease mold growth by: venting bathrooms,
dryers, and other moisture-generating sources to the outside; using air conditioners and
de-humidifiers; increasing ventilation; and using exhaust fans whenever cooking,
dishwashing, and cleaning.

6. Clean and dry any damp or wet building materials and furnishings within 24-48 hours to
prevent mold growth.

7. Clean mold off hard surfaces with water and detergent, and dry completely. Absorbent
materials such as ceiling tiles, that are moldy, may need to be replaced.

8. Prevent condensation: Reduce the potential for condensation on cold surfaces (i.e.,
windows, piping, exterior walls, roof, or floors) by adding insulation.

9. In areas where there is a perpetual moisture problem, do not install carpeting (i.e., by
drinking fountains, by classroom sinks, or on concrete floors with leaks or frequent
condensation).

10. Molds can be found almost anywhere; they can grow on virtually any substance,
providing moisture is present. There are molds that can grow on wood, paper, carpet,
and foods.

If you have IAQ and mold issues in your school, you should get a copy of the IAQ Tools for
Schools Kit. Mold is covered in the IAQ Coordinator's Guide under Appendix H - Mold and
Moisture.
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Asthma and Mold

Molds can trigger asthma episodes in sensitive individuals with asthma. People with asthma
should avoid contact with or exposure to molds.

EPA's Asthma web site

EPA's Asthma Brochure

EPA's Mold page from Asthma web site

Allergy & Asthma Network/Mothers of Asthmatics (AAN/MA): (800) 878-4403; www.aanma.org
American Academy of Allergy, Asthma & Immunology (AAAAI): www.aaaai.org

American Lung Association: 1-800-LUNG-USA (1-800-586-4872); www.lungusa.org

Asthma & Allergy Foundation of America: (800) 7TASTHMA; www.aafa.org

Canadian Mortgage & Housing Corporation fact sheets on mold - www.cmhc-
schl.gc.ca/en/burema/gesein/abhose/abhose 50.cfm

National Institute of Allergy and Infectious Diseases: www.niaid.nih.gov

National Jewish Medical and Research Center: (800) 222-LUNG (5864 ); www.njc.org

Floods/Flooding

Mold growth may be a problem after flooding. EPA's Fact Sheet: Flood Cleanup: Avoiding Indoor
Air Quality Problems - discusses steps to take when cleaning and repairing a home after
flooding. Excess moisture in the home is cause for concern about indoor air quality primarily
because it provides breeding conditions for microorganisms. This fact sheet provides tips to
avoid creating indoor air quality problems during cleanup. U.S. EPA, EPA Document Number
402-F-93-005, August 1993.

Federal Emergency Management Agency (FEMA): (800) 480-2520; www.fema.gov mitigation
website: www.fema.gov/mit publications on floods, flood proofing, etc.

University of Minnesota, Department of Environmental Health & Safety -
www.dehs.umn.edu/iag/flood.html. "Managing Water Infiltration Into Buildings." A Systematized
Approach for Remediating Water Problems in Buildings due to Floods, Roof Leaks, Potable
Water Leaks, Sewage Backup, Steam Leaks and Groundwater Infiltration. Questions and
comments may be directed to: Neil Carlson, M.S., CIH, Department of Environmental Health &
Safety, University of Minnesota, or Arif Quraishi, M.E., Vice President, Special Projects, Indoor
Environments Division, Institute for Environmental Assessment, Inc.

Health and Mold

Molds can trigger asthma episodes in sensitive individuals with asthma (See Asthma Section
above); molds can also trigger allergies in sensitive individuals.

EPA's publication, Indoor Air Pollution: An Introduction for Health Professionals, assists health
professionals (especially the primary care physician) in diagnosis of patient symptoms that could
be related to an indoor air pollution problem. It addresses the health problems that may be
caused by contaminants encountered daily in the home and office. Organized according to
pollutant or pollutant groups such as environmental tobacco smoke, VOCs, biological pollutants,
and sick building syndrome, this booklet lists key signs and symptoms from exposure to these
pollutants, provides a diagnostic checklist and quick reference summary, and includes
suggestions for remedial action. Also includes references for information contained in each
section. This booklet was developed by the American Lung Association, the American Medical
Association, the U.S. Consumer Product Safety Commission, and the EPA. EPA Document
Reference Number 402-R-94-007, 1994.

Allergic Reactions - excerpted from Indoor Air Pollution: An Introduction for Health Professionals
section on: Animal Dander, Molds, Dust Mites, Other Biologicals.
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"A major concern associated with exposure to biological
pollutants is allergic reactions, which range from rhinitis, nasal
congestion, conjunctival inflammation, and urticaria to asthma.
Notable triggers for these diseases are allergens derived from
house dust mites; other arthropods, including cockroaches; pets
(cats, dogs, birds, rodents); molds; and protein-containing
furnishings, including feathers, kapok, etc. In occupational
settings, more unusual allergens (e.g., bacterial enzymes, algae)
have caused asthma epidemics. Probably most proteins of non-
human origin can cause asthma in a subset of any appropriately
exposed population.”

Consult the Centers for Disease Control (CDC) website

CDC's National Center for Environmental Health (NCEH) has a toll-free telephone number for
information and FAXs, including a list of publications: NCEH Health Line 1-888-232-6789.
CDC's "Molds in the Environment" Factsheet

Stachybotrys or Stachybotrys atra (chartarum) and health effects

e CDC's "Questions and Answers on Stachybotrys
chartarum and other molds"

Homes and Molds

The EPA publication, "A Brief Guide to Mold, Moisture, and Your Home", is available here in
HTML and PDF formats. This Guide provides information and guidance for homeowners and
renters on how to clean up residential mold problems and how to prevent mold growth. A printed
version will be available soon.

Biological Pollutants in Your Home - This document explains indoor biological pollution, health
effects of biological pollutants, and how to control their growth and buildup. One third to one half
of all structures have damp conditions that may encourage development of pollutants such as
molds and bacteria, which can cause allergic reactions -- including asthma -- and spread
infectious diseases. Describes corrective measures for achieving moisture control and
cleanliness. This brochure was prepared by the American Lung Association and the U.S.
Consumer Product Safety Commission. EPA Document Reference Number 402-F-90-102,
January 1990.

Moisture control is the key to mold control, the Moisture Control Section from Biological Pollutants
in Your Home follows:

Moisture Control

Water in your home can come from many sources. Water can enter your home by leaking or by
seeping through basement floors. Showers or even cooking can add moisture to the air in your
home. The amount of moisture that the air in your home can hold depends on the temperature of
the air. As the temperature goes down, the air is able to hold less moisture. This is why, in cold
weather, moisture condenses on cold surfaces (for example, drops of water form on the inside of
a window). This moisture can encourage biological pollutants to grow.

There are many ways to control moisture in your home:

Fix leaks and seepage. If water is entering the house from the outside, your options range from
simple landscaping to extensive excavation and waterproofing. (The ground should slope away
from the house.) Water in the basement can result from the lack of gutters or a water flow toward
the house. Water leaks in pipes or around tubs and sinks can provide a place for biological
pollutants to grow.
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Put a plastic cover over dirt in crawlspaces to prevent moisture from coming in from the ground.
Be sure crawlspaces are well-ventilated.

Use exhaust fans in bathrooms and kitchens to remove moisture to the outside (not into the attic).
Vent your clothes dryer to the outside.

Turn off certain appliances (such as humidifiers or kerosene heaters) if you notice moisture on
windows and other surfaces.

Use dehumidifiers and air conditioners, especially in hot, humid climates, to reduce moisture in
the air, but be sure that the appliances themselves don't become sources of biological pollutants.

Raise the temperature of cold surfaces where moisture condenses. Use insulation or storm
windows. (A storm window installed on the inside works better than one installed on the outside.)
Open doors between rooms (especially doors to closets which may be colder than the rooms) to
increase circulation. Circulation carries heat to the cold surfaces.

Increase air circulation by using fans and by moving furniture from wall corners to promote air and
heat circulation. Be sure that your house has a source of fresh air and can expel excessive
moisture from the home.

Pay special attention to carpet on concrete floors. Carpet can absorb moisture and serve as a
place for biological pollutants to grow. Use area rugs which can be taken up and washed often. In
certain climates, if carpet is to be installed over a concrete floor, it may be necessary to use a
vapor barrier (plastic sheeting) over the concrete and cover that with sub-flooring (insulation
covered with plywood) to prevent a moisture problem.

Moisture problems and their solutions differ from one climate to another. The Northeast is cold
and wet; the Southwest is hot and dry; the South is hot and wet; and the Western Mountain states
are cold and dry. All of these regions can have moisture problems. For example, evaporative
coolers used in the Southwest can encourage the growth of biological pollutants. In other hot
regions, the use of air conditioners which cool the air too quickly may prevent the air conditioners
from running long enough to remove excess moisture from the air. The types of construction and
weatherization for the different climates can lead to different problems and solutions.

Should You Have the Air Ducts in Your Home Cleaned? - excerpt on duct cleaning and mold
follows, please review the entire document for additional information on duct cleaning and mold.

You should consider having the air ducts in your home cleaned if:

There is substantial visible mold growth inside hard surface (e.g., sheet metal) ducts or on other
components of your heating and cooling system. There are several important points to
understand concerning mold detection in heating and cooling systems:

e Many sections of your heating and cooling system may not be accessible
for a visible inspection, so ask the service provider to show you any mold
they say exists.

¢ You should be aware that although a substance may look like mold, a
positive determination of whether it is mold or not can be made only by
an expert and may require laboratory analysis for final confirmation. For
about $50, some microbiology laboratories can tell you whether a sample
sent to them on a clear strip of sticky household tape is mold or simply a
substance that resembiles it.

e If you have insulated air ducts and the insulation gets wet or moldy it
cannot be effectively cleaned and should be removed and replaced.
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e |f the conditions causing the mold growth in the first place are not
corrected, mold growth will recur.

Indoor Air Regulations and Mold

Standards or Threshold Limit Values (TLVs) for airborne concentrations of mold, or mold spores,
have not been set. Currently, there are no EPA regulations or standards for airborne mold
contaminants.

Large Buildings and Mold

EPA has a number of resources available, you can start with "Building Air Quality: A Guide for
Building Owners and Facility Managers" and the "Building Air Quality Action Plan"

Excerpt from the Building Air Quality: A Guide for Building Owners and Facility Managers,
Appendix C - Moisture, Mold and Mildew:

How to Identify the Cause of a Mold and Mildew Problem.

Mold and mildew are commonly found on the exterior wall surfaces of corner rooms in heating
climate locations. An exposed corner room is likely to be significantly colder than adjoining
rooms, so that it has a higher relative humidity (RH) than other rooms at the same water vapor
pressure. If mold and mildew growth are found in a corner room, then relative humidity next to
the room surfaces is above 70%. However, is the RH above 70% at the surfaces because the
room is too cold or because there is too much moisture present (high water vapor pressure)?

The amount of moisture in the room can be estimated by measuring both temperature and RH at
the same location and at the same time. Suppose there are two cases. In the first case, assume
that the RH is 30% and the temperature is 70°F in the middle of the room. The low RH at that
temperature indicates that the water vapor pressure (or absolute humidity) is low. The high
surface RH is probably due to room surfaces that are "too cold." Temperature is the dominating
factor, and control strategies should involve increasing the temperature at cold room surfaces.

In the second case, assume that the RH is 50% and the temperature is 70°F in the middle of the
room. The higher RH at that temperature indicates that the water vapor pressure is high and
there is a relatively large amount of moisture in the air. The high surface RH is probably due to
air that is "too moist." Humidity is the dominating factor, and control strategies should involve
decreasing the moisture content of the indoor air.
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Answers to Case Studies

Case # 18 Improper Brokerage Commission

It appears that the gift of a certificate to a “nicer restaurant” to a former client was tied directly to a
referral by that former client which resulted in a real estate transaction closing. To receive a
referral fee or valuable consideration, the former client would have to be licensed. The board
would then have to determine if the gift certificates to a “nicer restaurant” was valuable
consideration. It is illegal to receive or pay an improper brokerage commission.

Case Study 95-012/Fall 96 - Improper Dealings

Case OQutcome

Among the actions constituting improper dealing include offering real property for sale or
for lease without the knowledge and consent of the owner or the owner’s authorized
agent or on any terms other than those authorized by the owner or the owners authorized
agent.
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