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Limited Service Agency — Continuing Education Coure

Virginia Real Estate Board Approval #056438

This course is designed to allow real estate licensesatisfy the educational requirements of
the limited service agency law as set forth in Secsb12105(E), a minimum two hour course
required prior to license renewal or reinstatement. cthese consists of an overview and
background of limited service brokerages; the Virginiatiehiservices agency statutes,
discussions regarding each of the statutes and a fiaalieation.

INSTRUCTIONS:
1) Please read all the materials covering the limitediceagency laws.
2) Circle answers on the final exam.
3) Fax* us the 1) final exan®) signed affidaviand 3)_course evaluation
Note: The Virginia Real Estate Board requires a notaatidavit.

Upon passing the course, we will certify course compietiith the Virginia Real Estate Board
and forward via email a Certificate of Completion your files. You will then have completed

the one-time requirement for taking the two hour lichiservice agency continuing education

course.

Act Web Services

*Fax # 703-466-0812

or scan & email to fax@actwebservices.com
703-476-1747 or toll free (866) 907-1747
contact@actwebservices.com

A licensed instructor is available weekdays to answer qumsstin course content.
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Limited Service Agency - Background and Overview

The new limited service agency law in Virginia is theult of changes in the real estate industry.
The traditional real estate agency relationship, basemmmon law and custom, consisted of a
commission based pricing model where real estate brpkevgled a complete “bundled” set of
services to sellers and buyers. Each state requiredrbrake agent to become licensed to
provide these services and established rules and regulettigogern the real estate transaction
process.

Recently the real estate industry has seen an inegeasmber of alternative models to the
traditional agency structure. Many of the changes aresthétrof the Internet. Consumers can
place and view homes and detailed listing information oniksea result of increased consumer
involvement, some brokers now provide a limited setofises or allow clients to choose from
a menu of "unbundled" or a la carte services. The bsait&rge the client based on either a
lower commission rate or a fee for specific servimea combination of methods. These “limited
service” brokerages have resulted in new laws to dehlekanging times.

In response to these changes, some states passediteyisiaequire licensees to provide a
minimum level of service in representing consumersp@ments stated the “minimum service”
laws would provide a basic, reliable level of assistaamtewould not force full service agents to
be in the position of having to provide information and sesvicean unrepresented agent.
However, the U.S. Department of Justice has genernaipsed such laws stating the laws
restrict consumer choice and discourage the use of loegt limited service brokerages.
Virginia took a different approach.

Instead of requiring “minimum services” Virginia enattée “limited service agency” law,
which requires licensees to disclose in writing what sess/the agent will and will not provide.
The Department of Justice supported the Virginia legisiatiThe new law, effective July 1,
2007, allows representation by limited service brokeragédsspitcific guidelines and pursuant
to a written brokerage agreement.

The Virginia law added to the basic duties of a licenaether representing seller, buyer,
landlord or tenant. These “additional duties” are distalities that had traditionally been
performed by brokers and expected by consumers. Virgicideteto make the law more
specific as to what is required of a “full service” ageRbr example, it added that licensees
assisting in drafting documents, negotiating transactestablishing strategies and providing
assistance to the client to satisfy the client’stiam obligations. These changes not only clarify
a licensee’s duties. They allow the limited service agsrto more specifically state what would
and would not be provided.

In addition to what is required of limited service ageacthe new law provides rules for
licensees who are dealing with an unrepresented partyearepresented by a limited service
brokerage. Generally such a licensee may provide assd@m@an unrepresented party for free or
for pay. The rules for potential liability in such easare also explained.
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Great! That should help give you a good background and evenfithe limited service agency
law.

Now we will review each statute followed by a shortdssion with comments of interest. Here
are the statutes we will review. All statutes angsed from prior versions except newly enacted
statutes which are noted as “new”.

8 54.1-2105 General powers of Real Estate Board; regulagdasational and

experience requirements for licensure; continuing educdtiamy Section E included)

8§ 54.1-2130 Definitions.

8§ 54.1-2131 Licensees engaged by sellers

8§ 54.1-2132 Licensees engaged by buyers

8 54.1-2133 Licensees engaged by landlords to lease property

8 54.1-2134 Licensees engaged by tenants

8 54.1-2138 Limited service representative, contract discloegrered (new)

8 54.1-2141 Brokerage relationship not created by using commaocesour
information company

8 54.1-2145 Article does not limit antitrust laws (new)

Please note that the newly enacted portions of the statutase underlined for clarity . In

some cases, the entire statute is newly enactechaacdompletely underlined. The new law
generally applies to sellers and purchaser, but alsasede References made during this course
to purchases generally also apply to leases. Referembeskiers or agents generally apply to all
real estate licensees.

The Limited Service Representative may be referred tioeitrourse with the initials “LSR.”
This is not an official term and is only used in therse to make the text shorter and thus easier
to read.

Disclaimer

To the extent that any restatement, discussion or e@argent regarding the new limited

service agency law stated by this course is interpreted tsalddiact or potentially conflict in

any way with the statutes, one should rely solelyhenstatutes and existing laws and regulations
in making determinations regarding conduct or decisions indegdimited service agency.

This should apply to any continuing education course, bsieinphasized here due to recent
nature of the legislation and the new concepts invollegou have a question regarding the
content of this course, please contact the school.

Now, on to the statutes and discussion of each!
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§ 54.1-2105. General powers of Real Estate Board; regulations;we@tional and experience
requirements for licensure; continuing education(Only Section E included)

E. The Board shall include in its regulations educati;eguirements as a condition for
relicensure of brokers and salespersons to whom a@reses have been issued by the Board
beyond those now specified by law as conditions fonsoee. Brokers and salespersons to
whom active licenses have been issued by the Boardbghedjuired to satisfactorily complete
courses of not less than 16 hours of classroom or pamdsnce or other distance learning
instruction during each licensing term. Of the total 16 hdbescurriculum shall include a
minimum of eight required hours to include ethics and stasdarconduct, fair housing, legal
updates and emerging trends, real estate agency, andta¢@loesitracts. Fair housing
requirements shall consist of a minimum of two hourkiging an update on current cases and
administrative decisions under fair housing laws. If ibensee submits a notarized affidavit to
the Board that certifies that he does not pracas@lential real estate and shall not do so during
the licensing term, training in fair housing shall not éguired; instead, such licensee shall
receive training in other applicable federal and stateidigtation laws and regulations. The
Board shall approve a continuing education curriculum dfess than two hours, and as of July
1, 2007, every applicant for relicensure as an activesaison or broker shall complete at a
minimum one two-hour continuing education course on loingi&rvice agency prior to renewal
or reinstatement of his license. If the licensee subanitotarized affidavit to the Board which
certifies that he has taken a two-hour continuing edutaburse on limited service agency
between July 1, 2006, and June 30, 2007, offered by a school abprotle Board, which, in
the determination of the Board, covered substantiadlyriformation in a continuing education
course approved by the Board subsequent to July 1, 2007 ghsdé may receive credit for the
two hours of continuing education. If the licensee submitstarized affidavit to the Board
which certifies that he does not practice residen¢@l estate and shall not do so during the
licensing term, training in limited service agency shalllb®required. A licensee who takes one
two-hour continuing education class on limited servicenagshall satisfy the requirements for
continuing education and may but shall not be requiredki® any further continuing education
on limited service agency

DISCUSSION:

The required minimum two (2) hour limited service agermyrse applies to all agents. It is
required for all renewals from July 1, 2007 to June 30, 2009ntAgeho are renewing for the
first time require the 30 hours of post-license courses ghlis one-time two hour course. Agents
who are renewing for the second time or later areiredjtio take the 16 hours of continuing
education courses plus this one-time two hour course.tdgdrm do not and will not during

their license term practice residential real estadg submit an affidavit to the Board for
exemption from this course. Upon completion of thisi8eapproved two hour limited service
agency course, you may but will not be required to take attyefulimited service agency
education.
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§ 54.1-2130Definitions.
As used in this article:

"Agency' means every relationship in which a real estatediee acts for or represents a person
by such person's express authority in a real estatatt@ons unless a different legal relationship
is intended and is agreed to as part of the brokeragensaip. Agency includes representation
of a client as a standard agent or a limited service aijettiing in this article shall prohibit a
licensee and a client from agreeing in writing to a bragemrelationship under which the
licensee acts as an independent contractor or whichsespan a licensee obligations in addition
to those provided in this article. If a licensee agreesdddianal obligations, however, the
licensee shall be responsible for the additional obligatagreed to with the client in the
brokerage agreement. A real estate licensee who emtters brokerage relationship based upon
a written_brokerage agreemehat specifically states that the real estate $ieens acting as an
independent contractor and not as an agent shall haeblibations agreed to by the parties in
the brokerage agreement, and such real estate licerdsée amployees shall have no
obligations under 88 54.1-2131 through 54.1-2135 of this article.

"Brokerage agreement means the agreement by which a real estate liceapesesents a client
in a brokerage relationship

"Brokerage relationship’ means the contractual relationship between a dchiedta real estate
licensee who has been engaged by such client for the pusppsocuring a seller, buyer,
option, tenant, or landlord ready, able, and willingdlh ®uy, option, exchange or rent real
estate on behalf of a client.

"Client" means a person who has entered into a brokerage mslaipowvith a licensee.

"Common source information company means any person, firm, or corporation that is a
source, compiler, or supplier of information regarding esshte for sale or lease and other data
and includes, but is not limited to, multiple listing seegc

"Customer' means a person who has not entered into a brokerdagjennship with a licensee
but for whom a licensee performs ministerial acts riead estate transaction. Unless a licensee
enters into a brokerage relationship with such persshalt be presumed that such person is a
customer of the licensee rather than a client.

"Designated ageritor "designated representative” means a licensee a$ibden assigned by a
principal or supervising broker to represent a client wheiff@rent client is also represented by
such principal or broker in the same transaction.

"Dual agent' or "dual representativé' means a licensee who has a brokerage relationship with
both seller and buyer, or both landlord and tenanharsame real estate transaction.

"Licenseé€ means real estate brokers and salespersons as defidddtlie 1 (8 54.1-2100 et
seq.) of Chapter 21 of this title.
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"Limited service representativ€ means a licensee who acts for or represents a aliémt
respect to real property containing from one to four resialeunits, pursuant to a brokerage
agreement that provides that the limited service reprasamivill not provide one or more of
the duties set forth in subdivision A 2 of 88 54.1-2131, 2432, 54.1-2133, and 54.1-2134,
inclusive. A limited service representative shall haveothigations set out in the brokerage
agreement, except that a limited service representstaprovide the client, at the time of
entering the brokerage agreement, copies of any andadiglises required by federal or state
law, or local disclosures expressly authorized by $aseand shall disclose to the client the
following in writing: (i) the rights and obligations ofdltlient under the Virginia Residential
Property Disclosure Act (8 55-517 et seq.); (ii) if thewdiis selling a condominium, the rights
and obligations of the client to deliver to the purchasmri) receive as purchaser, the
condominium resale certificate required by 8§ 55-79.97; andf(ihe client is selling a property
subject to the Property Owners' Association Act (8 55-588a@), the rights and obligations of
the client to deliver to the purchasers, or to receiyauashaser, the association disclosure
packet required by 8§ 55-512. A limited service representative atasdhe agent or
representative of the client only by so providing in mgtin the brokerage agreement. If the
brokerage agreement does not so state, the limited seepiEsentative shall be deemed as
acting as an independent contractor of the client

"Ministerial acts" means those routine acts which a licensee can pef@ora person which do
not involve discretion or the exercise of the licer's@wn judgment.

"Standard agent means a licensee who acts for or represents d oli@m agency relationship.
A standard agent shall have the obligations as provideusirticle and any additional
obligations agreed to by the parties in the brokerage mgrde

DISCUSSION:
The definition of “agency” has been expanded to includl blent representation as a standard
agent or a limited service agent.

A definition has been created for a “brokerage agreememith is one where a licensee
represents a client in a brokerage relationship.

The definition of “limited service representative” apglto a licensee acting for or representing
a client in regard to 4 or less residential units. ThR isSone who will noprovide at least one
of the duties required of a standard agent, as notedgmiérCode Sections 54-1.1231 to 54.1-
2135. The LSR must specify these obligations in the brokegigement. However, in
addition to the obligations required by the brokerage agregrthe law does provide that the
LSR must provide copies of all disclosures required tgri@, state or local authorities as may
be authorized by state law, including:

1) The Virginia Residential Property Disclosure Act adexl in Va Code Section 55-517 to
55-525. This Act generally requires the seller to providseosure or disclaimer form
to the purchaser prior to the acceptance of the purchasect and the contract
termination rights of the purchaser in the event sdib@s not comply with the Act. The
LSR must disclose the rights and obligations of thistA¢he client. In order to assure
compliance with Section 55-525, where a purchaser is euersby a LSR, it is
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suggested the seller’'s agent should also make the sasfwesdie to each purchaser in
writing;

2) In the event of a condominium sale, the requiren@nof the seller to deliver to the
purchaser the condominium resale certificate as regoyr&ection 55-79.97 under the
Condominium Act. This law, briefly stated, requireies to provide purchaser with
condominium documents containing specific detailed infolonatiom the unit owner’s
association and allows purchaser to cancel the contridn three days of receiving the
certificate; and

3) Inthe event of a property subject to the Property @svifessociation Act as defined
starting in Va. Code Section 55-508 , the requirement l&rdeldeliver to purchaser the
Association Disclosure Packet required by Va. Code Ses&ebil2. This law, briefly
stated, requires the seller to provide purchaser witlcasgm documents containing
specific detailed information from the property ownessaxiation and allows purchaser
to cancel the contract within three days of receivirgggacket.

Finally, the LSR may only act as an agent or represeatat the client where specifically stated
in the brokerage agreement. Absent such statemertStReavill be deemed an independent
contractor.

8 54.1-2131. Licensees engaged by sellers.

A. A licensee engaged by a seller shall:
1. Perform in accordance with the terms of the bragerelationship;
2. Promote the interests of the seller by:

a._ Conducting marketing activities on behalf of thé&es@h accordance with the
brokerage agreement. In so dqitige licensee shall seek a sale at the price and tgyrasd
upon in the brokerage relationship or at a price and taceeptable to the seller; however, the
licensee shall not be obligated to seek additional offepsirchase the property while the
property is subject to a contract of sale, unless agreasipiart of the brokerage relationship or
as the contract of sale so provides;

b. Assisting in the drafting and neqgotiating of offainsl counteroffers, amendments, and
addenda to the real estate contract pursuant to § 54.1-210lnlemtablishing strategies for
accomplishing the seller's objectives;

c. Receiving ang@resenting in a timely manner written offers and cawifiiers to and
from the seller and purchasers, even when the progeatyeiady subject to a contract of sale;
and

d. Providing reasonable assistance to the seller ghysHie seller's contract obligations
and to facilitate settlement of the purchase contract
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3. Maintain confidentiality of all personal and finarigrdormation received from the client
during the brokerage relationship and any other informatianthe client requests during the
brokerage relationship be maintained confidential, unlessvaideeprovided by law or the seller
consents in writing to the release of such information;

4. Exercise ordinary care,

5. Account in a timely manner for all money and propestgived by the licensee in which
the seller has or may have an interest;

6. Disclose to the seller material facts related égotmperty or concerning the transaction of
which the licensee has actual knowledge; and

7. Comply with all requirements of this article, @fiplicable fair housing statutes and
regulations, and all other applicable statutes and ragigawhich are not in conflict with this
article.

B. Licensees shall treat all prospective buyers honastlyshall not knowingly give them false
information. A licensee engaged by a seller shallasscto prospective buyers all material
adverse facts pertaining to the physical condition optbg@erty which are actually known by
the licensee. As used in this section, the term "phlysisadition of the property” shall refer to
the physical condition of the land and any improvemdrgrsebn, and shall not refer to: (i)
matters outside the boundaries of the land or relatirglfacent or other properties in proximity
thereto, (ii) matters relating to governmental landregeilations, and (iii) matters relating to
highways or public streets. Such disclosure shall be @umags and printed either in bold
lettering or all capitals, and shall be underlined a geparate boA licensee shall not be liable
to a buyer for providing false information to the buyahé false information was provided to
the licensee by the seller or was obtained from argowental entity or from a person licensed,
certified, or reqgistered to provide professional servingbe Commonwealth, upon which the
licensee reliesand the licensee did not (i) have actual knowledgethieainformation was false
or (ii) act in reckless disregard of the truth. Nasmof action shall arise against any licensee for
revealing information as required by this article or ajgblie law. Nothing in this article shall
limit in any way the provisions of the Virginia Residah®roperty Disclosure Act (8 55-517 et

seq.).

C. A licensee engaged by a seller in a real estate tt@rsanay, unless prohibited by law or the
brokerage relationship, provide assistance to a buyer entgtbuyer by performing ministerial
acts. Performing such ministerial acts that arenmansistent with subsection A shall not be
construed to violate the licensee's brokerage relationstipthed seller unless expressly
prohibited by the terms of the brokerage relationship, ndrgdorming such ministerial acts
be construed to form a brokerage or agency relationshipswéeh buyer or potential buyer.

D. A licensee engaged by a seller does not breach anydabjigation owed to the seller by
showing alternative properties to prospective buyers,vehets clients or customers, or by
representing other sellers who have other propertiesafer
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E. Licensees shall disclose brokerage relationships pursutdne provisions of this article.

DISCUSSION:

The new provisions help to establish what will differatet a “full service” agent from a LSR.
The LSR must specify in writing that which will or wilbt be provided. These new
requirements are in addition to the previously required®s as stated in the statute.

Briefly stated, the revised statute expanded the dutves dy a standard agent to include the
following:
- conducting marketing activities;
- assisting in drafting of documents, in negotiations andkeveloping selling strategies;
- receiving offers and counteroffers as well as presentieign
- providing reasonable assistance to satisfy the setlerigact obligations and facilitating
settlement of the purchase contract.

This section creates a more specific disclosure reaqu@nt if the seller’s agent has actual
knowledge of material adverse facts regarding the physicalition of the property. The new
law defines physical condition as only the land and impnaants, specifically excluding matters
outside the boundaries of the land or as to adjacent pegpeovernmental land use
regulations, highways or streets. The disclosure brisbnspicuous and bold lettering or all
caps, plus underlined or in a separate box. Furthencteske is not liable for false information
if 1) it was provided by the seller or obtained from a gorental entity or from Virginia
certified professional and 2) the licensee did not knoacbin reckless disregard of the truth.

54.1-2132. Licensees engaged by buyers
A. A licensee engaged by a buyer shall:
1. Perform in accordance with the terms of the brajesralationship;
2. Promote the interests of the buyer by:
a. Seeking a property of a typeceptable to the buyer and at a price and on terms
acceptable to the buyer; however, the licensee sbiablenobligated to seek other properties

for the buyer while the buyer is a party to a conttagiurchase property unless agreed to as
part of the brokerage relationship;

b. Assisting in the drafting and neqgotiating of offamd aounteroffers, amendments, and
addenda to the real estate contract pursuant to § 54.1-2104nlemtablishing strategies for
accomplishing the buyer's objectives;

c. Receiving angresenting in a timely manner all written offers ouwteroffers to and
from the buyer and seller, even when the buyer éadly a party to a contract to purchase
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property; and

d. Providing reasonable assistance to the buyer tdysdgsbuyer's contract obligations
and to facilitate settlement of the purchase contract

3. Maintain confidentiality of all personal and finanarg#brmation received from the client
during the brokerage relationship and any other informalianthe client requests during
the brokerage relationship be maintained confidential uoldeswise provided by law or
the buyer consents in writing to the release of sudrnmdtion;

4. Exercise ordinary care;

5. Account in a timely manner for all money and properteived by the licensee in which
the buyer has or may have an interest;

6. Disclose to the buyer material facts related tqt@erty or concerning the transaction of
which the licensee has actual knowledge; and

7. Comply with all requirements of this article, gipdicable fair housing statutes and
regulations, and all other applicable statutes and ragigawhich are not in conflict with
this article.

B. Licensees shall treat all prospective sellers hgnast shall not knowingly give them false
information. No cause of action shall arise againstliaeypsee for revealing information as
required by this article or applicable law. In the case sidential transaction, a licensee
engaged by a buyer shall disclose to a seller whethestdhe buyer intends to occupy the
property as a principal residence. The buyer's expressimsuch intent in the contract of sale
shall satisfy this requirement and no cause of actial ahse against any licensee for the
disclosure or any inaccuracy in such disclosure, oraheiaclosure of the buyer in this regard.

C. A licensee engaged by a buyer in a real estate ttarsatay, unless prohibited by law or the
brokerage relationship, provide assistance to the sellprpspective seller, by performing
ministerial acts. Performing such ministerial acts$ #ra not inconsistent with subsection A shall
not be construed to violate the licensee's brokeragéoredaip with the buyer unless expressly
prohibited by the terms of the brokerage relationship, ndrgdorming such ministerial acts
be construed to form a brokerage relationship with sucérsell

D. A licensee engaged by a buyer does not breach anypdabfigation to the buyer by
showing properties in which the buyer is interesteather prospective buyers, whether as
clients or customers, by representing other buyers Igaktithe same or other properties, or by
representing sellers relative to other properties.

E. Licensees shall disclose brokerage relationships pursutdne provisions of this article.
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DISCUSSION:

The new provisions help to establish what will differatet a “full service” agent from a LSR.
The LSR must specify in writing that which will or wilbt be provided. These new
requirements are in addition to the previously required®s as stated in the statute.

Briefly stated, the revised statute expanded the dutvesl dy a standard agent to include these
additional requirements:

- Seeking a property of a type acceptable to the buyer

- Assisting in drafting of documents, in negotiations andaveloping buying strategies

- Receiving offers and counteroffers as well as presetiigm.

This section also added that, while a licensee still migstose to the seller whether the buyer
intends to occupy a property as a principal residenceicesee can not be held liable
regarding such a disclosure where the buyer has exp&sse@dn intent in the sales contract.

8§ 54.1-2133 Licensees engaged by landlords to lease property.

A. A licensee engaged by a landlord shall:
1. Perform in accordance with the terms of the brajerelationship;
2. Promote the interests of the landlord by:

a._Conducting marketing activities on behalf of thellard pursuant to the brokerage
agreement with the landlorth so doing, the licensee shall seek a tenant aettiand terms
agreed in the brokerage relationship or at aaadtterms acceptable to the landlord; however,
the licensee shall not be obligated to seek additionaltb lease the property while the
property is subject to a lease or a letter of intefgédee under which the tenant has not yet taken
possession, unless agreed as part of the brokerage iigtioor unless the lease or the letter of
intent to lease so provides;

b. Assisting the landlord in drafting and negotiatingéssand letters of intent to lease,
andpresenting in a timely manner all written leasoifiers or counteroffers to and from the
landlord_and tenant pursuant to 8 54.1-210&ven when the property is already subject to a
lease or a letter of intent to lease; and

c. Providing reasonable assistance to the landloidabze the lease agreement

3. Maintain confidentiality of all personal and finarigrdormation received from the client
during the brokerage relationship and any other informatianthe client requests during the
brokerage relationship be maintained confidential, unlessvageeprovided by law or the
landlord consents in writing to the release of suchrmétion;
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4. Exercise ordinary care,

5. Account in a timely manner for all money and propestgived by the licensee in which
the landlord has or may have an interest;

6. Disclose to the landlord material facts relatethéproperty or concerning the transaction
of which the licensee has actual knowledge; and

7. Comply with all requirements of this article, faousing statutes and regulations, and all
other applicable statutes and regulations which are moinftict with this article.

B. Licensees shall treat all prospective tenants hgnastl shall not knowingly give them false
information. A licensee engaged by a landlord shadllos® to prospective tenants all material
adverse facts pertaining to the physical condition optbg@erty which are actually known by
the licensee. As used in this section, the term "phlysisadition of the property" shall refer to
the physical condition of the land and any improvemdrgsebn, and shall not refer to: (i)
matters outside the boundaries of the land or relatirglfacent or other properties in proximity
thereto, (ii) matters relating to governmental landregeilations, and (iii) matters relating to
highways or public streets. Such disclosure shall be @umags and printed either in bold
lettering or all capitals, and shall be underlined a geparate boA licensee shall not be liable
to a tenant for providing false information to the tenftite false information was provided to
the licensee by the landlord or was obtained fromvegonental entity or from a person
licensed, certified, or registered to provide professionaless in the Commonwealth, upon
which the licensee relieand the licensee did not (i) have actual knowledgettieainformation
was false or (ii) act in reckless disregard of tlmhtrNo cause of action shall arise against any
licensee for revealing information as required by thigleror applicable law. Nothing in this
subsection shall limit the right of a prospective tenantspect the physical condition of the

property.

C. A licensee engaged by a landlord in a real estateaitian may, unless prohibited by law or
the brokerage relationship, provide assistance to attemapotential tenant, by performing
ministerial acts. Performing such ministerial acts$ #ra not inconsistent with subsection A shall
not be construed to violate the licensee's brokerag@redaip with the landlord unless
expressly prohibited by the terms of the brokerage ralstip, nor shall performing such
ministerial acts be construed to form a brokerage oglship with such tenant or potential
tenant.

D. A licensee engaged by a landlord does not breach apydabligation owed to the landlord
by showing alternative properties to prospective tenatisther as clients or customers, or by
representing other landlords who have other propertidedse.

E. Licensees shall disclose brokerage relationships pursutdie provisions of this article.

DISCUSSION:
The new provisions help to establish what will differatet a “full service” agent from a LSR.
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The LSR must specify in writing that which will or wilbt be provided. These new
requirements are in addition to the previously required®s as stated in the statute.

Briefly stated, the revised statute expanded the dutvesl dy a standard agent to include the
following:
- Conducting marketing activities
- Assisting in drafting of documents, in negotiations andaveloping leasing strategies
- Providing reasonable assistance to satisfy the landlt@ase obligations and facilitating
commencement of the lease.

This section also creates more specific disclosuraresgants regarding “physical condition of
the property” as well as a definition of physical coidlit This tracks the same language as
stated in the licensee representing a seller, as patéelr.

8 54.1-2134 Licensees engaged by tenants

A. (Effective July 1, 2007) A licensee engaged by a tenaik sh
1. Perform in accordance with the terms of the brajerelationship;
2. Promote the interests of the tenant by:

a. Seeking a lease at a rent and with terms accepoatble tenant; however, the licensee
shall not be obligated to seek other properties for thentemhile the tenant is a party to a lease
or a letter of intent to lease exists under whichiéim@nt has not yet taken possession, unless
agreed to as part of the brokerage relationship, or unlegsage or the letter of intent to lease
SO provides;

b. Assisting in the drafting and negotiating of leaksters of intent to lease, and rental
applications, angresenting, in a timely fashion, all written offerscounteroffers to and from
the tenant and landlord pursuant to § 54.1-2101.1, even whé&ntnd is already a party to a
lease or a letter of intent to lease;

c. Providing reasonable assistance to the tenaimaié the lease agreement

3. Maintain confidentiality of all personal and finarigrdormation received from the client
during the brokerage relationship and any other informatianthe client requests during the
brokerage relationship be maintained confidential unlesswigeeprovided by law or the tenant
consents in writing to the release of such information;

4. Exercise ordinary care,
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5. Account in a timely manner for all money and propestgived by the licensee in which
the tenant has or may have an interest;

6. Disclose to the tenant material facts relateddg@tbperty or concerning the transaction of
which the licensee has actual knowledge; and

7. Comply with all requirements of this article, faousing statutes and regulations, and all
other applicable statutes and regulations which are moinftict with this article.

B. Licensees shall treat all prospective landlords hgnast shall not knowingly give them
false information. No cause of action shall arise regjaany licensee for revealing information as
required by this article or applicable law.

C. A licensee engaged by a tenant in a real estate ¢t@msenay provide assistance to the
landlord or prospective landlord by performing ministeriasaPerforming such ministerial acts
that are not inconsistent with subsection A shallb@tonstrued to violate the licensee's
brokerage relationship with the tenant unless expresshytpted by the terms of the brokerage
relationship, nor shall performing such ministerial &gt<onstrued to form a brokerage
relationship with the landlord or prospective landlord.

D. A licensee engaged by a tenant does not breach angdolbjigation to the tenant by
showing properties in which the tenant is interesteathier prospective tenants, whether as
clients or customers, by representing other tenanksnigdor the same or other properties to
lease, or by representing landlords relative to other pieper

E. Licensees shall disclose brokerage relationships pursutdne provisions of this article.

DISCUSSION:

The new provisions help to establish what will differatet a “full service” agent from a LSR.
The LSR must specify in writing that which will or wilbt be provided. These new
requirements are in addition to the previously required®s as stated in the statute.

Briefly stated, the revised statute expanded the dutvesl dy a standard agent to include the
following:

- Assisting in drafting of documents and in negotiations

- Providing reasonable assistance to finalize the leagsemgnt

8§ 54.1-2138.1. Limited service representative, contract disclog required.

A. A licensee may act as a limited service represeatanly pursuant to a written brokerage
agreement in which the limited service representatjvdigcloses that the licensee is acting as a
limited service representative; (ii) provides a list & #sipecific services that the licensee will
provide to the client; and (iii) provides a list of thedfie duties of a standard agent set out in
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subdivision A 2 of 8§ 54.1-2131, subdivision A 2 of § 54.1-2132, subdivi& 2 of § 54.1-2133,
or subdivision A 2 of 8 54.1-2134, as applicable, that the lchggvice representative will not
provide to the client. Such disclosure shall be conspicandgprinted either in bold lettering or
all capitals, and shall be underlined or in a sepam@telb addition, a disclosure that contains
language that complies substantially in effect wid fillowing shall be deemed in compliance
with this disclosure requirement:

"By entering into this brokerage agreement, the undersidodtreby acknowledge their
informed consent to the limited service representatiotin®@yicensee and do further
acknowledge that neither the other party to the trangaantio any real estate licensee
representing the other party is under any legal obligati@ssist the undersigned with the
performance of any duties and responsibilities of the nsigiged not performed by the limited
service representative."

B. A licensee engaged by one client to a transactiomealihg with an unrepresented party or
with a party represented by a limited service represgatatid who, without additional
compensation, provides such other party information rel&biviee transaction or undertakes to
assist such other party in securing a contract or with party's obligations thereunder, shall not
incur liability for such actions except in the case of gmegligence or willful misconduct. A
licensee does not create a brokerage relationship by proidatgassistance or information to
the other party to the transaction. A licensee dealitigavclient of a limited service
representative may enter into an agreement with thit foarpayment of a fee for services
performed or information provided by that licensee. Such payishall not create a brokerage
relationship; however, the licensee providing such sergc@dormation for a fee shall be held
to the ordinary standard of care in the provision of s@thices or informatian

DISCUSSION:
To act as a LSR, a licensee must have a written broggergreement whereby he/she must:

1) disclose he/she is acting as a LSR,
2) provide a list of specific services that will be prodide

3) provide a list of specific duties not to be provided thatrequired of a standard agent.
The list of duties that will or will not be provided atated in their respective statutory sections
above for representing a seller, buyer or landlord.

Significantly, the disclosure above must be 1) conspisumd printed in bold or all caps and 2)
underlined or in a separate box and 3) include language brdkerage agreement that
substantially states that the client a) acknowledgesamnsents to the limited service
representation and that b) neither the other partyhar giarty’s representative has any
obligation to perform any of the services not to be pravidethe LSR.

Part B explains the requirements of a licensee dealithgal SR (or an unrepresented party).
The party with a complete or partial lack of represgntamay seek information or assistance
from such a licensee. The licensee may decide to provmienation or assistance the other
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party in regard to the contract terms, performance ogatdins. In such a case, the law states a
brokerage relationship would not be formed. The questBgnrbes the potential liability of the
licensee. Generally, if the licensee has an agreewtare the other party will pay for the
information or services, the licensee will be heldh® ¢rdinary standard of care. On the other
hand, if the licensee does so without payment, the Beewd! not incur liability except in the
case of gross negligence or willful misconduct. Thoes litensee could be protected if
negligent, but not if grossly negligent. However, thestjoa of gross negligence compared to
negligence is a matter of the degree. Gross negligamueh is in between simple negligence
and willful misconduct, involves a higher degree of reckéesgluct. In any event, the licensee
is at a lesser degree of risk where no compensationak/éd/in providing assistance or
information to the other party.

8§ 54.1-2141. Brokerage relationship not created by using common scarinformation
company.

No licensee representing a buyer or tenant shall beeabtbto have a brokerage relationship with
a seller, landlord or other licensee solely by reasarsing a common source information
company. However, nothing contained in this article dt@ltonstrued to prevent a common
source information company from requiring, as a condigparticipation in or use of such
common source information, that licensees providing in&ion through such company
disclose the nature of the brokerage relationship wiltlient, including, but not limited to,
whether the licensee is acting as (i) an independerttazor, (ii) a limited service
representative, or (iii) a transaction broker, féaiibr or in some other capacity as provided in
the brokerage agreement. A common source informatiopaoynmay, but shall not be
obligated to, require disclosure of a standard agencyae#dtip, and may adopt rules providing
that absent any disclosure, a licensee providing infoomairough such company may be
assumed to be acting as a standard agent. A common sdaragtion company shall have the
right, but not the obligation, to make information abdet mature of brokerage relationships
available to its participants and to settlement servipsovides including, without limitation,
title insurance companies, lenders, and settlement agents

DISCUSSION:

While an MLS is a common source information company ethee other companies that
compile property information including internet based congmnil his statute makes it clear
that a brokerage relationship is not created solely bethedieensee uses such a common
source information company. However, the new languageratigsin this regard. If a licensee
participates in or uses the common source company, thpasty may require the licensee to
disclose status information. The company requiremenysimséude, among other things,
whether the licensee is or is not a 1) independentaciot, 2) limited service representative and
3) transaction broker, facilitator or other relationgoiphe client. Such a company may at its
option also require disclosure of a standard agencyaesdtip and create a rule that such a
relationship is automatically assumed absent a sepdisatesure. Finally such a company may
disclose this information regarding the licensee’siaiahip to its participants including all its
settlement related entities including title companiagjdes and settlement agents. Thus, the
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common source information company will be able to requseasure of the relationship status
of a licensee, whether a limited service representattemdard agent or other. Further, the
company will be able to make a full disclosure of thisiinfation to its participants and related
entities.

8§ 54.1-2145. Article does not limit antitrust laws.

Nothing in this article shall be construed to limit, nfigdimpair, or supercede the applicability
of any federal or state antitrust laws.

DISCUSSION:
This section simply clarifies that the new laws dolmoit or change any antitrust laws.

End of reading materials. Please continue to the Final Exam\ffidavit & Course
Evaluation to complete this course.
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