Disclosure Statement Required for Residential Construction Contract

KNOW YOUR RIGHTS AND RESPONSIBILITIES UNDER THE LAW. YOU ARE
ABOUT TO ENTER INTO A TRANSACTION TO BUILD A NEW HOME OR
REMODEL EXISTING RESIDENTIAL PROPERTY. TEXAS LAW REQUIRES YOUR
CONTRACTOR TO PROVIDE YOU WITH THIS BRIEF OVERVIEW OF SOME OF
YOUR RIGHTS, RESPONSIBILITIES, AND RISKS IN THIS TRANSACTION.

CONVEYANCE TO CONTRACTOR NOT REQUIRED. YOUR CONTRACTOR MAY
NOT REQUIRE YOU TO CONVEY YOUR REAL PROPERTY TO YOUR
CONTRACTOR AS A CONDITION TO THE AGREEMENT FOR THE INSTRUCTION
OF IMPROVEMENTS ON YOUR PROPERTY.

KNOW YOUR CONTRACTOR. BEFORE YOU ENTER INTO YOUR AGREEMENT
FOR THE CONSTRUCTION OF IMPROVEMENTS TO YOUR REAL PROPERTY,
MAKE SURE THAT YOU HAVE INVESTIGATED YOUR CONTRACTOR. OBTAIN
AND VERIFY REFERENCES FROM OTHER PEOPLE WHO HAVE USED THE
CONTRACTOR FOR THE TYPE AND SIZE OF CONSTRUCTION PROJECT ON
YOUR PROPERTY.

GET IT IN WRITING. MAKE SURE THAT YOU HAVE A WRITTEN AGREEMENT
WITH YOUR CONTRACTOR THAT INCLUDES: (1) A DESCRIPTION OF THE WORK
THE CONTRACTOR IS TO PERFORM; (2) THE REQUIRED OR ESTIMATED TIME
FOR COMPLETION OF THE WORK; (3) THE COST OF THE WORK OR HOW THE
COST WILL BE DETERMINED; AND (4) THE PROCEDURE AND METHOD OF
PAYMENT, INCLUDING PROVISIONS FOR STATUTORY RETAINAGE AND
CONDITIONS FOR FINAL PAYMENT. IF YOUR CONTRACTOR MADE A PROMISE,
WARRANTY, OR REPRESENTATION TO YOU CONCERNING THE WORK THE
CONTRACTOR IS TO PERFORM, MAKE SURE THAT PROMISE, WARRANTY, OR
REPRESENTATION IS SPECIFIED IN THE WRITTEN AGREEMENT. AN ORAL
PROMISE THAT IS NOT INCLUDED IN THE WRITTEN AGREEMENT MAY NOT BE
ENFORCEABLE UNDER TEXAS LAW.

READ BEFORE YOU SIGN. DO NOT SIGN ANY DOCUMENT BEFORE YOU HAVE
READ AND UNDERSTOOD IT. NEVER SIGN A DOCUMENT THAT INCLUDES AN
UNTRUE STATEMENT. TAKE YOUR TIME IN REVIEWING DOCUMENTS. IF YOU
BORROW MONEY FROM A LENDER TO PAY FOR THE IMPROVEMENTS, YOU
ARE ENTITLED TO HAVE THE LOAN CLOSING DOCUMENTS FURNISHED TO
YOU FOR REVIEW AT LEAST ONE BUSINESS DAY BEFORE THE CLOSING. DO
NOT WAIVE THIS REQUIREMENT UNLESS A BONA FIDE EMERGENCY OR
ANOTHER GOOD CAUSE EXISTS, AND MAKE SURE YOU UNDERSTAND THE
DOCUMENTS BEFORE YOU SIGN THEM.

IF YOU FAIL TO COMPLY WITH THE TERMS OF THE DOCUMENTS, YOU
COULD LOSE YOUR PROPERTY. YOU ARE ENTITLED TO HAVE YOUR OWN



ATTORNEY REVIEW ANY DOCUMENTS. IF YOU HAVE ANY QUESTION ABOUT
THE MEANING OF A DOCUMENT, CONSULT AN ATTORNEY.

GET A LIST OF SUBCONTRACTORS AND SUPPLIERS. BEFORE
CONSTRUCTION COMMENCES, YOUR CONTRACTOR IS REQUIRED TO
PROVIDE YOU WITH A LIST OF THE SUBCONTRACTORS AND SUPPLIERS THE
CONTRACTOR INTENDS TO USE ON YOUR PROJECT. YOUR CONTRACTOR IS
REQUIRED TO SUPPLY UPDATED INFORMATION ON ANY SUBCONTRACTORS
AND SUPPLIERS ADDED AFTER THE LIST IS PROVIDED. YOUR CONTRACTOR
IS NOT REQUIRED TO SUPPLY THIS INFORMATION IF YOU SIGN A WRITTEN
WAIVER OF YOUR RIGHTS TO RECEIVE THIS INFORMATION.

MONITOR THE WORK. LENDERS AND GOVERNMENTAL AUTHORITIES MAY
INSPECT THE WORK IN PROGRESS FROM TIME TO TIME FOR THEIR OWN
PURPOSES. THESE INSPECTIONS ARE NOT INTENDED AS QUALITY CONTROL
INSPECTIONS. QUALITY CONTROL IS A MATTER FOR YOU AND YOUR
CONTRACTOR. TO ENSURE THAT YOUR HOME IS BEING CONSTRUCTED IN
ACCORDANCE WITH YOUR WISHES AND SPECIFICATIONS, YOU SHOULD
INSPECT THE WORK YOURSELF OR HAVE YOUR OWN INDEPENDENT
INSPECTOR REVIEW THE WORKIN PROGRESS.

MONITOR PAYMENTS. IF YOU USE A LENDER, YOUR LENDER IS REQUIRED TO
PROVIDE YOU WITH A PERIODIC STATEMENT SHOWING THE MONEY
DISBURSED BY THE LENDER FROM THE PROCEEDS OF YOUR LOAN. EACH
TIME YOUR CONTRACTOR REQUESTS PAYMENT FROM YOU OR YOUR
LENDER FOR WORK PERFORMED, YOUR CONTRACTOR IS ALSO REQUIRED TO
FURNISH YOU WITH A DISBURSEMENT STATEMENT THAT LISTS THE NAME
AND ADDRESS OF EACH SUBCONTRACTOR OR SUPPLIER THAT THE
CONTRACTOR INTENDS TO PAY FROM THE REQUESTED FUNDS. REVIEW
THESE STATEMENTS AND MAKE SURE THAT THE MONEY IS BEING
PROPERLY DISBURSED.

CLAIMS BY SUBCONTRACTORS AND SUPPLIERS. UNDER TEXAS LAW, IF A
SUBCONTRACTOR OR SUPPLIER WHO FURNISHES LABOR OR MATERIALS
FOR THE CONSTRUCTION OF IMPROVEMENTS ON YOUR PROPERTY IS NOT
PAID, YOU MAY BECOME LIABLE AND YOUR PROPERTY MAY BE SUBJECT TO
A LIEN FOR THE UNPAID AMOUNT, EVEN IF YOU HAVE NOT CONTRACTED
DIRECTLY WITH THE SUBCONTRACTOR OR SUPPLIER. TO AVOID LIABILITY,
YOU SHOULD TAKE THE FOLLOWING ACTIONS:

(1) IF YOU RECEIVE A WRITTEN NOTICE FROM A SUBCONTRACTOR OR
SUPPLIER, YOU SHOULD WITHHOLD PAYMENT FROM YOUR CONTRACTOR
FOR THE AMOUNT OF THE CLAIM STATED IN THE NOTICE UNTIL THE DISPUTE
BETWEEN YOUR CONTRACTOR AND THE SUBCONTRACTOR OR SUPPLIER IS
RESOLVED. IF YOUR LENDER IS DISBURSING MONEY DIRECTLY TO YOUR
CONTRACTOR, YOU SHOULD



IMMEDIATELY PROVIDE A COPY OF THE NOTICE TO YOUR LENDER AND
INSTRUCT THE LENDER TO WITHHOLD PAYMENT IN THE AMOUNT OF THE
CLAIM STATED IN THE NOTICE. IF YOU CONTINUE TO PAY THE
CONTRACTOR AFTER RECEIVING THE WRITTEN NOTICE WITHOUT
WITHHOLDING THE AMOUNT OF THE CLAIM, YOU MAY BE LIABLE AND YOUR
PROPERTY MAY BE SUBJECT TO A LIEN FOR THE AMOUNT YOU FAILED TO
WITHHOLD.

(2) DURING CONSTRUCTION AND FOR 30 DAYS AFTER FINAL
COMPLETION, TERMINATION, OR ABANDONMENT OF THE CONTRACT BY THE
CONTRACTOR, YOU SHOULD WITHHOLD OR CAUSE YOUR LENDER TO
WITHHOLD 10 PERCENT OF THE AMOUNT OF PAYMENTS MADE FOR THE
WORK PERFORMED BY YOUR CONTRACTOR. THIS IS SOMETIMES REFERRED
TO AS 'STATUTORY RETAINAGE.

IF YOU CHOOSE NOT TO WITHHOLD THE 10 PERCENT FOR AT LEAST 30
DAYS AFTER FINAL COMPLETION, TERMINATION, OR ABANDONMENT OF THE
CONTRACT BY THE CONTRACTOR AND IF A VALID CLAIM IS TIMELY MADE BY
A CLAIMANT AND YOUR CONTRACTOR FAILS TO PAY THE CLAIM, YOU MAY BE
PERSONALLY LIABLE AND YOUR PROPERTY MAY BE SUBJECT TO A LIEN UP
TO THE AMOUNT THAT YOU FAILED TO WITHHOLD.

IF A CLAIM IS NOT PAID WITHIN A CERTAIN TIME PERIOD, THE CLAIMANT IS
REQUIRED TO FILE A MECHANIC'S LIEN AFFIDAVIT IN THE REAL PROPERTY
RECORDS IN THE COUNTY WHERE THE PROPERTY IS LOCATED. A
MECHANIC'S LIEN AFFIDAVIT IS NOT A LIEN ON YOUR PROPERTY, BUT THE
FILING OF THE AFFIDAVIT COULD RESULT IN A COURT IMPOSING A LIEN ON
YOUR PROPERTY IF THE CLAIMANT IS SUCCESSFUL IN LITIGATION TO
ENFORCE THE LIEN CLAIM.

SOME CLAIMS MAY NOT BE VALID. WHEN YOU RECEIVE A WRITTEN NOTICE
OF A CLAIM OR WHEN A MECHANIC'S LIEN AFFIDAVIT IS FILED ON YOUR
PROPERTY, YOU SHOULD KNOW YOUR LEGAL RIGHTS AND
RESPONSIBILITIES REGARDING THE CLAIM. NOT ALL CLAIMS ARE VALID. A
NOTICE OF A CLAIM BY A SUBCONTRACTOR OR SUPPLIER IS REQUIRED TO
BE SENT, AND THE MECHANIC'S LIEN AFFIDAVIT IS REQUIRED TO BE FILED,
WITHIN STRICT TIME PERIODS. THE NOTICE AND THE AFFIDAVIT MUST
CONTAIN CERTAIN INFORMATION. ALL CLAIMANTS MAY NOT FULLY COMPLY
WITH THE LEGAL REQUIREMENTS TO COLLECT ON A CLAIM. IF YOU HAVE
PAID THE CONTRACTORIN FULL BEFORE RECEIVING A NOTICE OF A CLAIM
AND HAVE FULLY COMPLIED WITH THE LAW REGARDING STATUTORY
RETAINAGE, YOU MAY NOT BE LIABLE FOR THAT CLAIM. ACCORDINGLY, YOU
SHOULD CONSULT YOUR ATTORNEY WHEN YOU RECEIVE A WRITTEN NOTICE
OF A CLAIM TO DETERMINE THE TRUE EXTENT OF YOUR LIABILITY OR
POTENTIAL LIABILITY FOR THAT CLAIM.



OBTAIN A LIEN RELEASE AND A BILLS-PAID AFFIDAVIT. WHEN YOU RECEIVE A
NOTICE OF CLAIM, DO NOT RELEASE WITHHELD FUNDS WITHOUT OBTAINING
A SIGNED AND NOTARIZED RELEASE OF LIEN AND CLAIM FROM THE
CLAIMANT. YOU CAN ALSO REDUCE THE RISK OF HAVING A CLAIM FILED BY A
SUBCONTRACTOR OR SUPPLIER BY REQUIRING AS A CONDITION OF EACH
PAYMENT MADE BY YOU OR YOUR LENDER THAT YOUR CONTRACTOR
FURNISH YOU WITH AN AFFIDAVIT STATING THAT ALL BILLS HAVE BEEN PAID.
UNDER TEXAS LAW, ON FINAL COMPLETION OF THE WORK AND BEFORE
FINAL PAYMENT, THE CONTRACTOR IS REQUIRED TO FURNISH YOU WITH AN

AFFIDAVIT STATING THAT ALL BILLS HAVE BEEN PAID. IF THE CONTRACTOR
DISCLOSES ANY UNPAID BILL IN THE AFFIDAVIT, YOU SHOULD WITHHOLD
PAYMENT IN THE AMOUNT OF THE UNPAID BILL UNTIL YOU RECEIVE A
WAIVER OF LIEN OR RELEASE FROM THAT SUBCONTRACTOR OR SUPPLIER.

OBTAIN TITLE INSURANCE PROTECTION. YOU MAY BE ABLE TO OBTAIN A
TITLE INSURANCE POLICY TO INSURE THAT THE TITLE TO YOUR PROPERTY
AND THE EXISTING IMPROVEMENTS ON YOUR PROPERTY ARE FREE FROM
LIENS CLAIMED BY SUBCONTRACTORS AND SUPPLIERS. IF YOUR POLICY IS
ISSUED BEFORE THE IMPROVEMENTS ARE COMPLETED AND COVERS THE
VALUE OF THE IMPROVEMENTS TO BE COMPLETED, YOU SHOULD OBTAIN,
ON THE COMPLETION OF THE IMPROVEMENTS AND AS A CONDITION OF YOUR
FINAL PAYMENT, A 'COMPLETION OF IMPROVEMENTS' POLICY
ENDORSEMENT. THIS ENDORSEMENT WILL PROTECT YOUR PROPERTY FROM
LIENS CLAIMED BY SUBCONTRACTORS AND SUPPLIERS THAT MAY ARISE
FROM THE DATE THE ORIGINAL TITLE POLICY IS ISSUED TO THE DATE OF THE
ENDORSEMENT.

Texas Code 53.255.



