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Objectives

Upon completion of "The Code of Ethics: Our Promise of Professionalism" course, participants

will be able to:

. ldentify key aspirational concepts found in the Preamble to the NATIONAL ASSOCIATION

OF REALTORS@ Code of Ethics

. Describe "general business" ethics, and compare and contrast the REALTORS@' Code of
Ethics with business ethics, generally

. Describe the concepts established in Articles 1, 2, 3, 1 1 , and 16 of the Code of Ethics and

identify possible violations of the Code of Ethics specifically related to those Articles

. Describe the professional standards process for enforcing the Code of Ethics, including the

duty to arbitrate

' ldentify critical elements of due process as they relate to Code enforcement
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Exercise: lce-Breaker

lnstructions: Read each statement and select the Article of the Code of Ethics from the list
below that the statement most closely describes. Write the correct Article number in the space
next to each statement. No Articles are to be selected twice.

NOTE: The statements in this exercise do not fully represent the comprehensive ethical
principles of each Article of the Code of Ethics. To gain a full understanding of the principles of
the REALTORS@ Code of Ethics, each Article must be read and understood in its entirety.

1. Make only truthful and objective statements.

2. Avoid the unauthorized practice of law.

3. Participate in professional standards enforcement.

4. Keep client funds in separate escrow accounts.

5. Receive compensation from one party only with informed consent.

6. Respect exclusive relationships.

7. Cooperate with other brokers.

8. Disclose present or contemplated interests in property.

9. Treat all parties honestly.

1 0. Arbitrate contractual disputes.

I 1. Equal professional services for all.

12. Make your "true position" known when presenting offers.

13. Be competent in your field of practice.

14. Get transactional details in writing.

15. Disclose pertinent facts.

1 6. Disclose financial benefits from recommending products/services.

17. Paint a true picture in advertising.

Ghoose from Articles 1, 2, 3, 4, 5, 6,7, g, g, 10, 11, 12, 13, 14, 15, 16, 17
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Part l: History of the Gode of Ethics

Pre-1900

. There was no licensing of real estate practitioners'

' Speculation, exploitation, and disorder was the rule'

. Caveat emptor (buyer beware) governed transactions

1908

t913

NATIONAL ASSOCIATION OF REALTORS@ formed

Code of Ethics adopted

o Established professional standards of conduct.

o The first business ethical code, after those of medicine, engineering, and law

o Standards to protect the buying and selling public.

1989 - the Present

Since 1989 the Code has changed almost each year

o Are you familiar with the most recent changes?

o How the Code is enforced?

o How to use the Code to your benefit?

a

a
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Part l: History of the Code of Ethics (Gontinued)

The Code is:

Our commitment to professionalism.

Recognized as the measure of high standards in real estate.

The "Golden Thread" that binds the REALTOR@ family together

A living document that evolves with the real estate business.¡
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Part l: History of the Gode of Ethics

3. Business Ethics and the Code

. What are "business ethics?"

- lndustry codes and standards

- Company policies and Practices

- lndividualvalues

' Legal standards generally set minimum standards of conduct required by law, while
ethical standards encompass principles higher than legal standards.

. Business ethics and the REALTORS@ Code of Ethics

Note: REALTORS@ engage in many specialty areas and may be subject to the various
codes and canons of those fields (such as legal ethics, the Uniform Standards of
ProfessionalAppraisal Practice [USPAP], the NationalAuctioneers Association INAAI Code
of Ethics, and the codes of the NATIONAL ASSOCIAT¡ON OF REALTORS@' lnstitutes,
Societies, and Councils, etc.).

Regardless of their real estate specialties or fields of practice, all REALTORS@ are
bound by the Code of Ethics of the NATIONAL ASSOCIATION OF REÁLIORS@.
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Pa¡t2= Structure and Major Categories of the Code

1. Aspirational Concepts of the Preamble to the Gode

. Under all is the land . . .

. The Golden Rule

. "Widely allocated ownership" and "widest distribution of land ownership"

. Maintain and improve the standards of our calling.

' Share our common responsibility for the integrity and honor of the real estate profession.

. Become and remain informed about issues affecting real estate.

. Share your experience and expertise with others.

. ldentify and eliminate practices that damage the public or might discredit or bring
dishonor to the real estate profession.

. Urge exclusive representation of clients.

' Refrain from taking unfair advantage of your competitors.

. Don't make unsolicited comments about other practitioners.

. lf your opinion is sought about a competitor (or if you believe a comment is necessary),
offer it in an objective, professional manner.

. Remember, the term "REALTOR@" stands for competency, fairness, high integrity, moral
conduct in business relations.

Keep in mind that no inducement of profit or instruction from clients can justify departure
from the Code's duties.

lmportant Note: ïhe Preamble may not be the basis for disciplining a REALTOR@.

I
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Part 2: Structure and Major Categories of the Code

2. Sections of the Gode

Three major sections

- Duties to Clients and Customers

- Duties to the Public

- Duties to REALTORS@

The Code's 17 Articles are broad statements of ethical principles

lmportant Note: Only violations of the Articles can result in disciplinary action.

The Standards of Practice support, interpret, and amplify the Articles under which they
are stated

- REALTORS@ may not be found in violation of a Standard of Practice, only its

foundational Article.

- Standards of Practice may be cited in support of an alleged violation of an Article
(such as a violation of Article 1, as interpreted by Standard of Practice 1-3).

"lnterpretations to the Code of Ethics" (or Case lnterpretations) found on nar.realtor
include specific applications of the Articles and/or Standards of Practice.
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Part 3: Code of Ethics: Arbitration Process

1. Background

Ethics complaints dealwith the perceived unethical "action" or "conduct" of a
REALTOR@.

Arbitration requests deal with contractual disputes or specific non-contractual disputes
identified in Standard of Practice 17-4 of the Code of Ethics, involving money arising out
of a real estate transaction.

Mediation is the NationalAssociation's preferred dispute resolution system for othenuise
arbitrable disputes.

As of 2OOO, all REALTOR@ associations must offer mediation as an optional service to
its REALTORS@.

ln mediation, the disputing parties work with a neutral third-party, a mediation officer, to
identify and discuss the issues relative to the dispute and to craft an enforceable
resolution voluntarily entered into between the parties.

Many difficulties between real estate professionals (whether REALTORS@ or not) result
from misunderstandings, miscommunication, or lack of adequate communication.

Prior to pursuing an ethics complaint, arbitration request or mediation request,
REALTORS@ are encouraged to work with each other to resolve their differences.
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Part 3: Code of Ethics: Arbitration Process

2. Background

Arbitration is defined by - and the arbitration of disputes is limited to -- circumstances that fall

within the parameters of Article 17.
o They must be "contractualdisputes or specific non-contractual disputes as defined in

Standard of Practice 17-4between REALTORS@ (principals) associated with different

firms, arising out of their relationship as REALTORS@''

o For example, the Cesire to collect damages for an automobile accident [s

not an arbitrable matter under the Code just because two REALTORS@
were involved in the accident. Such a claim is not one "arising out of their
relationship as REALTORS@'as provided in Article 17'

. Arbitration requests must be filed within one hundred eighty (180) days aften
o the closing, if anY

or
o the realization that a dispute existed, whichever is later.

Arbitration can be mandatory or voluntary. Participants in arbitration are:

o

REALTORS@within the same frm

REALTORS@ and real estate professionals
that do not hold REALTOR@ membership

REALTORS@ and customers (m agency
relationship)

REALTOR@ principals associated with
different firms

REALTOR@ principals associated with
different firms when requested by their
REALTOR@ licensees

Clients and the REALTOR@ principals who
represent them as agents. ln this situation,
the client must agree to arbitrate the
dispute through the association of
REALTORS@.

VoluntaryMandatory
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Part 3: Code of Ethics, Arbitration Process

3. Grievance Gommittee

Role of the Grievance Committee
A Grievance Committee makes a preliminary review of ethics complaints and arbitration
requests to determine if a full due process hearing is warranted.

The Grievance Committee handles:

Ethics complaints to determine if the complaint supports a violation of the Article(s)
cited.
Arbitration requests to determine if the request relates to a monetary dispute arising
out of a real estate transaction that is properly subject to arbitration.

The Grievance Committee ensures that:
. ethics complaints and arbitration requests are in proper form
. the appropriate parties are named
. filing deadlines are followed
. litigation or governmental investigations aren't pending related to the same

transaction or event that might delay consideration of the matter by a hearing panel
. the board can impanelan impartial hearing panel
. for ethics complaints: the right Articles are named, and if appropriate, Standards of

Practice are cited to support the charge of a violation
. for arbitration requests: the amount involved is not too small or too large; and the

complaint is categorized as mandatory or voluntary

An appealto the local association's Board of Directors can be made.
. lf the Grievance Committee dismisses an ethics complaint or arbitration request
o Over the classification of the dispute as "voluntary" or "mandatory"

Once the Grievance Committee forwards an ethics complaint or arbitration request for
hearing, the parties will have the opportunity to present their case to a hearing panel for a
determination on the merits, unless the hearing panel chair or one of the parties believes
there was a mistake in fonruarding the matter to a hearing in the first place, in which case the
hearing panel can consider that objection in what is called a "pre-hearing meeting."

a

NATIONAL ASSOCIATION OF REALTORS@ 10 @Copyright 2018



The REALTORS@ Code of Ethics Educiation Program Participant Workbook

Part 3: Gode of Ethicsn Arbitration Process

4. Professional Standards Hearings

What is a ProfessionalStandards Hearing?

Professional Standards hearings for ethics and arbitration are filll "due process" hearings,
including sworn testimony, and if desired by a party, representation by counsel.

Hearings are to be fair, unbiased, and impartial, to determine, biased on the evidence and

testimony presented, whether a violation of the Code occurred or an award should be rendererd

Who hears complaints?

Hearing panelists:

. are unpaid volunteers giving their time as an act of association service.

. can be disqualified from serving if it is determined that tlrey are incapable of rendering an
impartial decision.

At the hearing

1. Each party may make an opening statement to present their case.

2. Witnesses may be called to provide testimony.

3. Witnesses can be cross-examined by the other party.

4. Supporting documents/information may be presented.

5. Parties may make closing arguments.

The decisions of hearing panels

. Decisions are based on the evidence and testimony presented during the hearing.

. Hearing panels cannot conclude that an Article of the Code has been violated unless that
Article(s) is specifically cited in the complaint.
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Part 3: Code of Ethics, Arbitration Process

5. Professional Standards Hearings: Ethics Hearing Results

Who can serve as counsel in an ethics hearing?
ln Ethics Hearings, "counsel" can include legal representation and representation by another
REALTOR@ knowledgeable in the Code.

The Burden of Proof
Respondents in Ethics Hearings are considered innocent unless proven to have violated the
Code of Ethics.

The burden of proof in an ethics complaint is "clear, strong and convincing," defined as the
"measure or degree of proof which will produce a firm belief or conviction as to the allegations
sought to be established."

Ethics Hearing Panel Decisions
The hearing panel's decision includes:

1. Findings of fact
2. Conclusion
3. Recommended discipline (if any)

Findings of Fact
The findings of fact are the story behind the hearing panel's conclusion. The findings of fact are
a written account of what took place based on the panel's assessment of all of the evidence and
testimony presented. Findings of fact are not appealable and must support the hearing panel's
conclusion.

Discipline
Discipline should correspond to the offense and the severity of the REALTORS@' actions.

¡ Unintentional or inadvertent violations should result in penalties designed to educate
. lntentional violations or repeated violations should result in more severe sanctions

Authorized forms of discipline include:
. Letters of warning or reprimand
. Fines up to $15,000
. Attendance at educational courses/seminars
. Suspension or termination of membership
. Suspension or termination of services including MLS
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Part 3: Gode of Ethics, Arbitration Process

6, Professional Standards Hearings: Arbitration Hearing Results

The Standard of Proof
The standard of proof in which an arbitration hearing decision is based shall be a
"preponderance of the evidence," defined as, "evidence which is of greater weight or more

convincing than the evidence which is offered in opposition to it, that is, evidence which as a

whole shows that the facts sought to be proved are more probable than not." The¡e are no
findings of fact in arbitration.

Arbitration Awards
The panel will award an amount to the prevailing party. The amr¡unt cannot be more than what
was requested in the arbitration request, though it can be less.

Making an Appeal
The fact that a hearing panel found no violation of the Code of E.thics is not appealable.

lf a parg believes that the hearing process was seriously flawed to the extent of denying a full
and fair hearing, there are procedures for both ethics and arbitr¿¡tion to appealthat decision on
what is called a "procedural deficiency."

Grounds for Appeal
ln addition to procedural deficiencies, appeals brought by ethics respondents can also be bas,ed

on:
. A perceived misapplication or misinterpretation of one or more Articles of the Code of

Ethics
¡ The nature or gravity of the discipline proposed by the hearing panel

The appeal panel's decision is final
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Part 3: Code of Ethics, Arbitration Process

7, Mediation

What is Mediation?
Mediation a powerfultoolto help disputing REALTORS@, and sometimes REALTORS@ and
their clients, resolve disputes that might otherwise be arbitrated.

Mediation must be offered by an association of REALTORS@ as an alternative to
arbitration. lf the mediation is unsuccessful, the parties are free to arbitrate.

Mediation is typically a voluntary process, though REALTOR associations can mandate
mediation of otherwise arbitrable disputes pursuant to Article 17.

Mediation can resolve disputes, promote amicable resolutions, and reduce the number of
cases requiring the more formal and complex arbitration procedures of the association of
REALTORS@.

tlediation Officer

The mediation otficer is a neutral third party. lf any party objects to the mediation officer (i.e.,
potential conflict of interest) another mediation officer can be assigned.

Difference Between tediation and Arbitration

a

a

a

Maintains/improves relationships

Uncertain closure

Parties control the outcome

Maximum range of solutions

Little delay

Low cost

May harm relationships

Definite closure

Arbitrators control the outcome

Win/lose/split

Moderate delay

Moderate cost

Mediation Arbitration
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Part 3: Code of Ethics, Arbitration Process

8. Benefits of Mediation

Benefits of ilediation

o Mediation process is private
. The parties have complete control over the outcome
¡ The mediator officer is an experienced facilitator familiar with real estate practice and

custom
. Low cost
. lmproves relationships (parties respond to each other and explain/explore information,

needs, ideas and feelings)
. Maximum range of solutions beyond money.

Mediation Process

1. Explain process
Mediation officer explains the process and rules/goals, inrcluding the mediato/s and
pafties' roles, voluntary outcome. neutrality and confidentiality.

2. ñlake statements
Parties make statements to explain their perspective of the dispute and ask questions

3. ldentify issues
All parties and the mediation officer identify the issues to be addressed

4. Gross-talk
The parties may respond to each other and explain/explore information, needs, feelings
and ideas.

5. Gaucus
The mediation officer may meet privately with parties to discuss feelings, information and
options.

6. Find solutions
The parties, with the mediation otficer's assistance, explore and refine workable
solutions.

7. Reach agreement
Agreement is reached/signed before leaving mediation or all parties agree that no further
progress can be made, in which case parties are free to ¡rursue arbitration.
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Part 4: Ombudsman Services

1. lntroduction

What is an Ombudsman?
An ombudsman is an individual appointed to receive and resolve disputes through constructive
communication and advocating for consensus and understanding.

What is the purpose of an Ombudsman?
Ombudsman procedures are intended to provide enhanced communications and initial problem-
solving capacity at the local level.

Many "complaints" received by boards and associations do not expressly allege violations of
specific Articles of the Code of Ethics, and many do not detail conduct related to the Code.
Some "complaints" are actually transactional, technical, or procedural questions readily
responded to.

Who must provide Ombudsman services?
All associations must provide ombudsman services to their members and members' clients and
customers, according to Professional Standards Policy Statement #59: Associations to Provide
Ombudsmen Services, Code of Ethics and Arbitration Manual.
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Part 4: Ombudsman Services

2. Role of the Ombudsman

The ombudsman's role is primarily one of communication and conciliation, not adjudication

Ombudsmen DO
Ombudsmen anticipate, identify, and resolve misunderstandings and disagreements before
matters ripen into disputes and possible charges of unethical conduct.

Ombudmen DON'T
Ombudsmen do not determine whether ethics violations have occurred or who is entitled to what
amount of money.

The following are examples of some situations in which an ombudsman would be covered by the
NAR errors and omissions insurance program and other situations when the ombudsman wou¡ld

not be covered:

A buyer contacts the association for help with
a short sale transaction.

A seller contacts the association because
they feel their listing broker, who is a
REALTOR@, is not responding to phone
calls, and may have received offers that
they haven't presented to the seller yet.

REALTOR@ A contacts the association
because she has reason to believe
REALTOR@ B has been criticizing her
business on Facebook after a difficult
transaction.

Ombudsman
NOT Govered

Ombudsman
Govered
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Part 4: Ombudsman Services

3. lnvolving the Ombudsman

Boards and associations have considerable latitude in determining how and when ombudsmen
will be utilized.

What types of issues do ombudsmen deal with?

Ombudsmen can respond to:
o gêrìêrâl questions about real estate practice
. transaction details
. ethical practice
o enforcement issues
. questions and complaints about members

Ombudsmen can also:
o contact members to inform them that a client or customer has raised a question or issue
¡ contact members to obtain information necessary to provide an informed response.

ln cases where an ombudsman believes that a failure of communication is the basis for a
question or complaint, the ombudsman can arrange a meeting of the parties and to facilitate a
mutually acceptable resolution.

What issues can ombudsmen NOT dealwith?

Complaints alleging violations of the public trust (as defined in Article lV, Section 2 of the NAR
Bylaws) may not be referred to an ombudsman. "Public trust" refers to misappropriation of client
or customer funds or property, willful discrimination, or fraud resulting in substantial economic
harm.

lf the ombudsman determines there has been a violation of the public trust, the process shall be
immediately terminated. Parties may then:

o purSUê a formal ethics complaint
o pursuê a complaint with any appropriate governmental or regulatory body
o pursuê litigation
r putsuê any other available remedy.
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Part 4: Ombudsman Services

4. Right to Decline Ombudsman Serv¡ces

Persons filing complaints, or inquiring about the process for filing ethics complaints, will be

advised that ombudsman services are available to attempt to informally resolve their complaint.

Such persons will also be advised that they may decline ombudsman services and can have

their complaint referred to ethics mediation (if available), or considered at a formal ethics
hearing.
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Part 4: Ombudsman Services

5. Resolution of Complaints & Failure to Comply with Agreed Upon Resolution

Resolution of Complaints

lf a matter complained of is resolved to the mutual satisfaction of all parties through the efforts of
an ombudsman, the formal ethics complaint brought initially (if any) will continue to be processed
until withdrawn by the complainant.

Failure to Comply with Agreed Upon Resolution

Failure or refusal of a member to comply with the terms of a mutually agreed on resolution shall
entitle the complaining party to resubmit the original complaint or, where a formal complaint in
the appropriate form had not been filed, to file an ethics complaint.

The time the matter originally brought to the board or association's attention will be considered
the filing date for purposes of determining whether an ethics complaint is timely filed.
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Palt 4: Ombudsman Services

6. Referrals to the Grievance Committee or to State Regulatory Bodies

Ombudsmen cannot refer concerns they have regarding the conduct of any party utilizing their
services to the Grievance Committee, to the state real estate licensing authority, or to any other
regulatory body. The prohibition is intended to ensure impartiality and avoirJ the possible

appearance of bias. Ombudsman are, however, authorized to refer concerns that the public trust
may have been violated to the Grievance Committee.
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Part 5: Case Studies of Selected Articles of the Code of Ethics

Exercise: Article 1, Case Study I

Shortly after the death of his Uncle Dan, Grant received word that he inherited a vacant
warehouse that previously housed his uncle's business. This was quite a surprise to Grant, who
had only met his uncle twice. As a dentist, Grant had no use for the warehouse. He decided it
would be best to sell the building and put the money toward opening his own practice. Grant
contacted Bob, a REALTOR@, and asked him to look at the property and suggest a listing price.
Bob checked out the property and suggested $100,000. This price seemed low to Grant given
the commercial growth occurring around the warehouse, but he agreed to it.

Within two weeks Bob called Grant with an offer. Bob stated he would be the buyer at the listed
price, less his commission. Grant became increasingly uneasy about the price. He told Bob he
intended to have the warehouse appraised before accepting the offer. Bob got upset and said,
"Listen, you can take my offer or not - that's up to you. But it's a legitimate offer based on the
price you agreed to. So as far as I'm concerned, l've done my job and you owe me a
commission."

Questions:

1. Do you think Bob is in violation of the Code?

a. No, he's right. lt's a legitimate offer and Grant should sell to Bob or pay him the
commission.

b. Yes. The Code prohibits REALTORS@ from buying property listed with them.

c. Yes. Bob placed his interests above those of his client's.

d. No. Bob is not obligated to pay the appraised price even if it is higher than the original
listing price.

2. What was Bob's obligation to Grant?

a. Bob's obligation was to protect and promote the interests of Grant, his client, and not put
his own interests ahead of Grant's.

b. Bob's obligation was to serve his client, Grant, but Bob is allowed to make a reasonable
profit in buying a client's property.

c. Bob had no obligation to Grant other than to get his property sold, which he tried to do.
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Part 5: Summaries and Gase Studies of Selected Articles of the Code
of Ethics

Exercise: Article l, Case Study 2

The snrall commercial building is reasonably priced, in good condition, and located on a high-
traffic street in a quaint neighborhood of Chicago, so it is no surprise that two offers are made
only after a few days on market. John. the listing broker, presents both offers to the seller,
Kathy. One of the offers is from a client of John's and the other is an offer from Buyer Broker
Bob's client.

"These offers are both full price, with no contingencies, and there seems to be no difference
between them," says Kathy to John. "Can we make a counter-offer for more money?" she asks
John explains that countering a full-price offer could result in one or both buyers walking away
from the table.

"Okay, I'll tell you what," says Kathy, "lf you reduce your commission, I'll accept the offer you
procured. Although you will earn a little less than we agreed in the listing contract, you'll still get
more than you would if you had to pay the other buyer's broker." John agrees.

Buyer Broker Bob learns from his client, who contacted seller Kathy directly to find out why her
full-prir:e offer wasn't accepted, that listing broker John had reduced his commission tc¡ make the
offer that he procured more desirable. Bob is very upset.

Questions:

1. Can John renegotiate his listing commission at the time he presents the two offers?

a. No. John is bound to the commission he agreed to in the listing contract.

b. Yes, John may renegotiate the listing commission, but only before he presents the offers.

c. Yes, John is permitted to renegotiate the listing commission at any time.

d. John may only raise the listing commission, not lower it.

2. By reducing the listing commission, can John present both offers in an objective
manner, as required by Standard of Practice l-6?

a. No. John could not possibly be objective when presenting an offer from his own client.

b. Yes. Standard of Practice 1-6 requires only that offers be presented "quickly".

c. No. By agreeing to reduce the commission, John indicates that Bob's client's offer is no
good.

d. Yes. John's reduction of the listing commission alone does not mean he cannot be
objective in his presentation. Agreeing to reduce the listing commission is simply part of
the negotiation process.
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3. Under Article 3, as established in Standard of Practice 34, is John obligated to inform
Bob that he modified the listing commission prior to the offer being accepted?

a. Yes. By reducing the listing commission for the offer he procured, John created a "dual
commission arrangement", one that must be disclosed.

b. No. Even though John might have created a "dual commission arrangement", disclosure
of such to Bob is not "practical" given the situation.

c. No. Standard of Practice 3-4 does not require a listing broker to disclose a dual
commission arrangement.

d. No. Reduction of the listing commission during negotiations does not create a dual or
variable rate commission arrangement as defined in Standard of Practice 3-4.
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Part 5: Summaries and Gase Studies of Selected Articles of the Gode
of Ethics

Exercise: Article 2, Case StudY I

Ron, a REALTOR@, listed a motel for sale and prepared a sales prospectus setting out figures
reporting the operating experience of the owner in the preceding year. The prospectus

containéd small type at the bottom of the page stating that the facts contained therein, while not
guaranteed as to accuracy, were "accurate to the best of our knowleoge and belief," and carried
the name of Ron as the broker.

Buyer Jeff received the prospectus, inspected the property, discussed the operating figures in
the prospectus and other features with Ron, and signed the contract.
Six months after taking possession, Jeff ran across some old records that showed discrepancies
when compared with the figures in Ron's prospectus. Jeff had not had as profitable an
operating experience as had been indicated for the previous owner in the prospectus, and the
difference could be substantially accounted for by these figures. He filed a charge of
misrepresentation against Ron.

At the hearing, Ron took responsibility for the prospectus, acknowledging that he had worked
with the former owner in its preparation. The former owner had built the motel and operated it
for five years. Ron explained that he had advised him that $10,000 in annr-¡al advertising
expenses during these years could reasonably be considered promotional expenses in
establishing the business, and need not be shown as annually recurring itelms.

Maid service, he also advised, need not be an expense item for a subsequent owner if the owner
and his family did the work themselves. Ron cited his disclaimer of a guariantee of accuracy.
Jeff testified that he had found maid service a necessity to maintain the motel, and it was
apparent that the advertising was essential to successful operation. He protested that the
margin of net income alleged in the prospectus could not be attained as hel had been led to
believe by Ron.

Questions:

1. Do you think Ron is in violation of the Code?

a. No. Ron disclosed all pertinent information about the financial operation of the motel in

the prospectus.

b. Yes. Ron withheld pertinent information about the financial operation of the motel in the
prospectus.

c. No. The disclaimer stating the prospectus was "accurate to the best of our knowledge
and belief'protects Ron from any omissions.

d. Yes. Ron had an obligation to arrange a meeting between Jeff and the previous owner to
review the motel's financial records.
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2. What was Ron's obligation to Jeff?

a. To fully disclose financial information that he reasonably should have known to be
relevant and significant.

b. To formulate an optimistic prospectus to encourage Jeff to purchase the property.

c. To accurately convey information given to him by the seller.
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Part 5: Summaries and Case Studies of Selected Articles of the Code
of Ethics

Exercise: Article 2, Case Study 2
Dr. Luis, who recently completed his medical residency, decides to return home to the
neighborhood where he grew up to open a small medical practice. He enlists the services of
REALTOR@ Sara to find him a suitable space for his clinic. Sara emails Dr. Luis several
properties that fit his requirements. One property is a two-story building listed by REALTOR@

Tom that shows in the remarks section, "Rental apartment upstairs."

Dr. Luis calls Sara to tell her that something about Tom's listing seems odd. "That building is in
the neighborhood I grew up in," says Dr. Luis, "and I remember there being a problem with the
Building Department when the owners added a kitchen to the second floor so they could live
above their business."

Sara assures Dr. Luis that she will make the necessary inquiries, then prornptly get back to him.
A call to the Building Department confirms Dr. Luis' suspicion - that the building is zoned
"commercial" and does not provide for a residential apartment."

Feeling embarrassed and misled by an apparent misrepresentation of the property in the MLS,
Sara contacts Listing Broker Tom who acknowledges the seller told him the rehab was "up to
code," but was completed without the necessary permits. According to Tom, the apartment had
never been rented. "l assumed the new owners could get a zoning change or variance from the
Building Department," he said.

Sara contemplates filing an ethics complaint against Tom, charging a violation of Article 2 for
publishing inaccurate information in the MLS"

Questions:
1. Did Tom violate Article 2?

a. No. Once he was contacted by Sara, Tom explains to her exactly why he thinks the
future owners might be able to obtain a zoning change or variance llrom the Building
Department.

b. Yes. Tom misrepresents the property information in the MLS.

c. No. lt is outside Tom's expertise to know whether the property's zoning provides for an
apartment.

d. Maybe, depending on whether the seller told Tom to list the property in the MLS that way

2. Should Tom have identified the building as having a revenue generating apartment?
a. Yes. As indicated by the seller, the apartment was built "to code".

b. No. Tom knew that the building would need to have a zoning change or variance from
the Building Department before it could legally be rentable.

c. Yes. The former owners did write-off the apartment on their taxes.

d. Yes. Tom made no representation that the apartment was legally built.

NATIONAL ASSOCIATI F REALTORS@ 27 @Copyright 2018



The REALTORS@ Code of Ethics Education Program Participant Workbook

Part 5: Summaries and Gase Studies of Selected Articles of the Code
of Ethics

Exercise: Article 3, Gase Study I

Lucy is a listing broker who published an offer of cooperation and compensation in MLS for one
of her listings, prices of $100,000). The offer of compensation to MLS participants was for X
percent. Sam saw the MLS listing, showed the property and wrote an offer on the property for
Barney Buyer. When Sam delivered the offer to Lucy, she said "Oh, by the way, I had to reduce
my commission the other day to keep the seller happy I can only pay Y percent co-op fee now."
(Y is 1 percent less than X.)

Questions:
1. What Standard of Practice under Article 3 applies to this case?

a. Standard of Practice 3-4 (dual or variable rate commissions).

b. Standard of Practice 3-2 (changes in compensation offers).

c. Standard of Practice 3-1 (terms of compensation offers).

d. Standard of Practice 3-3 (mutually agreed changes in compensation)

e. Standard of Practice 3-8 (availability of listed property).

2. ls Lucy in violation of the Code?

a. Yes. She failed to timely communicate the change in cooperative compensation before
Sam produced an offer to purchase.

b. No. Listing brokers establish the terms and conditions of offers to cooperate and Sam
had the obligation to ascertain those terms.

c. Yes. lt is unethical for Lucy to change the cooperative compensation once it is
established.

d. No. Whatever the seller dictates to Lucy is what the cooperating broker must accept.

3. lf Sam files an arbitration claim against Lucy for the compensation offered through the
MLS, should Sam prevail?

a. No. A possible violation of the Code of Ethics is not a determining factor in an arbitration
claim,

b. No. Lucy is the "master of her offer" and can change it at any time before the closing.

c. Yes. An arbitration panelwould likely rule in Sam's favor if Sam can prove that he
produced an offer that resulted in the sale before Lucy attempted to change her
compensation offer.

d. No. Lucy is only obligated to split based on what the seller pays, regardless of what was
originally published in the MLS.
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Part 5: Summaries and Case Studies of Selected Articles of the Gode

of Ethics

Exercise: Article 3, Case StudY 2

The offer, contingent on the sale of the buyer's current office building, is accepted by Seller

Sam. But, Sam instructs Bill, the listing broker, to continue to market the property with the hope

that a better offer or one without a contingency would be made.

One week later, Buyer Broker Steve contacts Bill to arrange a showing of the property to an out-

of-town client. "l think it's the perfect building and location for my client's business. He'll be here

this weekend," says Steve. Bill sets up the showing for the weekend, but says nothing about the
previously-accepted purchase offer.

After seeing the property with his client, Steve drafts a purchase offer and sends it to Bill's

office. At Seller Sam's instruction, Bill informs the original buyer of the second offer, and the
buyer waives the contingency.

Bill informs Steve that Sam intends to close on a previously-accepted contract now that the
"sales contingency" has been removed. Steve is very upset that Bill did not tell him about the
previously-accepted offer. Bill says he continued to market the property and did not make other
brokers aware it was under contract to promote his client's best interest by continuing to attract
buyers.

Questions:

1. ls Bill obligated to disclose the accepted offer to other cooperating brokers?

a. Yes. Standard of Practice 3-6 clearly establishes that Bill must disclose accepted offers.

b. No. lt could have affected Bill's ability to obtain future offers.

c. No, not if the seller instructed Bill to keep it confidential.

d. No, not if the offer included unresolved contingencies.

2. Does Bill's obligation under Article I to protect and promote his seller client's
interests mean that he should not reveal the accepted offer?

a. Yes. Bill's obligation to protect and promote the client's interests æntrols and Bill should
not be found in violation of the Code.

b. Yes. Because Article 1 is a higher priority than Article 3, Article 1 controls.

c. No. Article 1 also requires that Bill be honest with all parties. This obligation of honesty,
along with the requirement of Standard of Practice 3-6, requires Bill to make the
disclosure of the accepted offer.

d. Yes. Article 1 emphasizes fiduciary obligations and overrides any other obligation that
potentially conflicts with it.

NATIONAL ASSOCIATION OF REALTORS@ 29 @Copyright 2018



The REALTORS@ Code of Ethics Education Program Participant Workbook

Part 5: Summaries and Case Studies of Selected Articles of the Gode
of Ethics

Exercise: Article 11, Gase Study 1

It was a listing that Leo, a REALTOR@, now wished he had never taken. Keith, Leo's close
friend, was selling his home and was adamant about having Leo list the property. Leo
appreciated the gesture, but repeatedly told Keith that his experience was in commercial
properties and not residential. ln addition, Keith's home was in an area of the city that Leo didn't
know much about. Leo strongly urged Keith to have the house appraised. Keith insisted he knew
the area and that $166,000 was the home's fair market value. This amount seemed low to Leo,
but he listed the house at this price. lt quickly sold to a young couple, Linda and Brian.

Five months later Leo received a call from Keith, who was upset. Keith told Leo that he met the
buyers, Linda and Brian, at a party and found out the two were moving because Linda had been
reassigned to another city by her company. The couple had received an offer on the house for
$190,000, which they declined, feeling they could do better. Keith was upset at Leo for not giving
him better advice concerning the $166,000 sale price.

Questions:

1. ln addition to Article I l, which other Article might apply to this case?

a. Article 5

b. Article 10

c. Article 1

d. Article 2

2. ls Leo in violation of the Code?

a. Yes. He failed to do a market analysis when listing the home. ln addition, he should have
provided Keith an appraisal at his cost.

b. No. He had no obligation to Keith once Keith insisted on Leo listing the property.

c. Yes. Even though he told Keith about residential sales being outside his field of
expertise, he was also required to "engage the assistance" of a residential real estate
broker.

d. No. He fully disclosed to Keith that he was a commercial broker and that Keith's property
was outside his area of expertise. He also recommended that Keith have the property
appraised.
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Part 5: Summariås and Case Studies of Selected Articles of the Code
of Ethics

Exercise: Article 11, Case StudY 2

Sean considers refinancing a twenty-three unit apartment building he has owned for several
years to unlock some of thè equity. The lending firm, ABC Mortgage, orders an appraisal for the

þroperty from REALTOR@ Paul, who happens to be a licensed appraiser and a commercial real

estate broker. The appraisal report is complete with the property address, date prepared, value,
purpose, and market data. After receiving the appraisal, Sean is surprised to learn how much

ifre Ouitding has app.reciated and decides to sell the property instead of refinancing it.

Because Sean likes how thorough REALTOR@ Pautwas with the apcraisal process and

knowing that he is a commercial broker, Sean hires Paulto represent him as his listing broker"

Within one week, an otfer is made on the property and accepted'

During the loan appiication, the prospective purchaser informs the new lender that the property

was récently appraised for ABC Mortgage. The lender is surprised to learn that Paul is both the
listing broker and the appraiser, and that no disclosure was made ab¡ut his "contemplated

interest" as established in Standard of Practice 1 1-1 .

Questions:

1. As used in Standard of Practice 11-10 does Paul have a o'present or contemplated
interest" in the property when he does the appraisal?

a. Yes, as a licensed commercial broker, there always is the chance that Paul could have
listed the property in the future.

b. No. At the time of the appraisal, Sean had no interest in selling the property.

c. Yes, Paul was paid to conduct the appraisal.

d. No, ABC Mortgage ordered the appraisal.

2. ls Paul in Violation of Article I l?

a. Yes. Paul should have disclosed in the appraisalthat he is a licensed broker.

b. No, Paul prwided all of the appropriate information in his appraisal, and at that time, he
had no intention of listing Sean's property.

c. Yes, Paul is not qualified to conduct the appraisal.

d. Yes, Paul is not qualified to list the property.
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Part 5: Summaries and Gase Studies of Selected Articles of the Code
of Ethics

Exercise: Article 16, Case Study I
Tony operates a small accounting firm and owns the building that houses his offices. Given the
recent growth of his firm, Tony purchased a larger otfice building and is planning to relocate. He
enlisted the services of Sue, a REALTOR@, to sell his current office building and entered into a
90-day exclusive agreement.

Three months later and one week before Tony was to close on the new building, Tony's previous
building remained unsold. Sue had shown the property only five times in the three months. "l
think I should get another agent," Tony said to Fred, his friend. Fred suggested that Tony talk to
Laura, a REALTOR@ who had helped Fred sell his office building. Fred told Tony, "l'll give Laura
a call, tell her about your situation, and see if she can help."

After Laura received Fred's call, she decided to call Sue to ask when her listing agreement with
Tony expired. Laura had heard of Sue, but had never spoken to her. When Laura finally reached
Sue after leaving a number of messages, Sue was abrupt, refusing to discuss her listing or
disclose when it expired. Laura explained that under the circumstances she could go directly to
the seller to get the information, thinking this might elicit a response from Sue. lnstead, Sue
hung up.

Laura then called Tony. He recognized Laura's name from his conversation with Fred and was
happy to hear from her. Laura explained her services and indicated she would be happy to list
Tony's office building after his exclusive listing agreement with Sue expired.

Two weeks later Sue's listing expired and Laura listed Tony's property. By the end of the month,
it was sold.

Remember, if there is a conflict between state law and the Code, state law prevails

Check your state law to be sure the actions in this case are permissible in your state.
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Questions

What Standard of Practice under Article 16 applies to this situation?

a. Standard of Practice 16-6 (discussions with other's clients).

b. Standard of Practice 16-4 (soliciting other's clients)'

c. Standard of Practice 16-2 (general mailings).

d. All of the above.

2. ls Laura in violation of Article l6?

a. Yes, Laura's callto Tony was an unethical solicitation,

b. No, Article 16 doesn't aPPlY.

c. No, Laura followed the exact procedure specified by Standard of Practice'16-4

d. Yes, Laura was required to get Sue's permission to dealwith Sue's client Tony

3. What was Laura's obligation?

a. Not to solicit Sue's listing unless Sue refused to tell Laura the nature and expiration date
of the listing.

b. None. Listings are fair game for solicitation at any time.

c. Not to solicit Sue's listing under any circumstances.

d. Not to solicit Sue's listing unless Sue's client, Tony, called Laura directly without Laura
directly or indirectly initiating the discussion.

4. ls Sue in violation of Article l6?

a. Yes, Sue is required to give Laura the nature and expiration date of the listing when
Laura asks.

b. No, Sue is not required to give Laura the requested information.

c. Sue is not in violation of Article 16, but she is in violation of Article 3 by refusing to
cooperate with Laura.
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Part 5: Summaries and Gase Studies of Selected Articles of the Gode
of Ethics

Exercise: Article ,l6, Gase Study 2
REALTOR@ Barbara has an exclusive listing on Sue's property - a banquet hall that seats 2400
people. An offer for the property is submitted by Buyer Broker Mike. Barbara takes Mike with
her to present the offer to Seller Sue later that evening. Sue is interested, but wants time to
think it over.

The next day, Mike thinks about what an inept job Barbara did presenting his client's offer -- it
was as if she didn't fully understand it. There were several important considerations that
Barbara did not explain to Sue. Because he attended the presentation and was involved in the
negotiations, Mike decides to contact Sue directly to ask if she has any questions and to explain
some of the finer points of the offer. Although the offer is less than the list price, Mike thinks it is
fair and recommends that Sue accept it. After a little more discussion, Sue agrees. The
contract is signed and a copy is faxed to Mike's office.

When Mike calls Barbara to tell her about the sale, she becomes very upset because Mike
worked directly with Sue, rather than her.

Questions:

1. ldentify the Standard of Practice that applies to this situation?

a. 16-2

b. 16-4

c.16-13
d. 16-14

2. ls there an obligation on Mike's part to work through Barbara?

a. No, the fact that Barbara had introduced Mike to Sue opened the door for him to carry on
the negotiations with Sue directly.

b. lt depends on whether Barbara had expressly precluded Mike from contacting Sue
directly.

c. No. Mike has always been able to contact Sue directly.

d. Yes. Mike should have worked only through Barbara, Sue's listing agent.
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Where the word REALTORS@ is used in this Code and Preamble, it shall

be deemed to include REALTOR-ASSOCIATES@s.

Wh¡le the Code of Ethics establishes obligations that may be higher than

those mandated by law, in any instance where the Code of Ethics and

the law conflict, the obligations of the law must take precedence.

Preamble
Under all is the land. Upon its wise utilization and widely allocated

ownership depend the survival and growth of free institutions and of our

civilization REALTORS@ should recognize that the interests of the nation

and its citizens require the highest and best use of the land and the

widest distribution of land ownership. They require the creation of

adequate housing, the building of functioning cities, the development of
productive industries and farms, and the preservation of a healthful

environment.

Such interests impose obligations beyond those of ordinary commelrce.

They ¡mpose grave social responsibility and a patriotic dtfy to which

REALTORS@ should dedicate themselves, and for which they should be

diligent in preparing themselves REALTORS@, therefore, are zealous to

maintain and improve the standards of their calling and share with their

fellow REALTORS@ a common responsibility for its integrity and honor.

ln recognition and appreciation of their obligations to clients, customers,

the public, and each other, REALTORS@ continuously strive to become

and remain informed on issues affecting real estate and, as

knowledgeable professionals, they willingly share the fruit of their

experience and study with others. They identify and take steps, through

enforcement of this Code of Ethics and by assisting appropriate

regulatory bodies, to eliminate practices which may damage the public or

which might discredit or bring dishonor to the real estate profession

REALTORSP having direct personal knowledge of conduct that may

violate the Code of Ethics involving misappropriation c'f cl¡ent or

customer funds or property, willful discriminat¡on, or fraud resulting in

substantial economic harm, bring such matters to the attention of the

appropriate Board or Association of REALTORS@. (Amended 1/00)

Realizing that cooperation with other real estate professionals promotes

the best interests of those who utilize their services, REALTORSø urge

exclusive representation of clients; do not attempt to gain any unfair

advantage over their competitors; and they refra¡n from making

unsolicited comments about other practitioners. ln instances where their

opinion is sought, or where REALTORS@ believe that ccmment ¡s

necessary, their opinion is offered in an objective, professio'nal manner,

uninfluenced by any personal motivation or potential advaniaç¡e or gain-

The term REALTOR@ has come to connote competency, fairness, and

h¡gh integrity resulting from adherence to a lofty ideal of ,rrcral conduct in

business relations. No inducement of profit and no instn¡ction from

clients ever can justify departure from this ideal.

ln the interpretation of this obligation, REALTORS@ can take no safer

guide than that which has been handed down through the centuries,

embodied in the Golden Rule, "Whatsoever ye would that others should

do to you, do ye even so to them.''

Accept¡ng this standard as their own, REALTORS@ pledge t{l observe its

spirit in all of their actit'ities whether conducted personally, through

associates or others, or via technological means, and to conduct their

business in accordance with the tenets set forth below. (Amended 1/07)

Article 1

When representing a buyer, seller, landlord, tenant, or other client as an

agent, REALTORS@ pledge themselves to proTect and promote the

inierests of their client. This obligation to the client is primary, but it does

not relieve REALTORS@ of their obligation to treai all parties honestly.

When serving a buyer, seller, landlord, tenant oi" other parlfi in a non-

agency capacity, REALTORS@ remain obligated to treat all parties

honestly. (Anended 1/01 )

. Standard of Practice 1-1

REALTORS@, when acting as principals in a real estale transact¡on,

remain obligated by the duties imposed by the Code of Ethics.

(Amended 1/93)

Code of Ethics and

Standards of
Pract¡ce

of the NATIONAL

ASSOCIATION OF

REALTORS@

r Standard of Practice l-2
The duties imposed by the Code of Ethics encompass all

related activities and transaclíons whether conducted

electronically, or through any other means.

real estate-

in person,

The duties the Code of Ethics imposes are applicable whether

REALTORS'are acting as agents or in legally recognized non-agency

capacities except that any duty imposed exclusively on agents by law or

regulation shall not be imposed by this Code of Eth¡cs on RIEALTORS'

acting in non-agency capacities.

As used in this Code of Ethics, "client" means the person(s) or

entity(ies) with whom a REALTOR@ or a REALTOR@'s fì:m has an agency

or legally recognized non-agenc!'relationship; "customer" means a party

to a real estate transaction who receives information. services, or

benefits but has no contractual relationship with the REALI'OR@ or the

REALTOR''s firm; "prospect" means a purchaser, sellel, tenent, or

landlord who is not subjeci to a representation relationshic with the

REALIOR@ or REALTORo's firm; "agent" means a rea, estat€ l¡oensee



(including brokers and sales associates) acting in an agency relationship 3)

as defined by state law or regulation; and "broker" means a real estate

l¡censee (including brokers and sales associates) acting as an agent or
in a legally recognized non-agency capacity. (Adopted 1/95, Amended
1/07)

o Standard of Practice 1-3

REALTORS@, in attempting to secure a listing, shall not deliberately

mislead the owner as to market value.

. Standard of Practice 1-4
REALTORSo, when seeking to become a buyer/tenant representative,

shall not mislead buyers or tenants as to savings or other benefits that
might be realized through use of the REALTOR@'s services. (Amended

1/93)

o Standard of Practice 1-5

REALTORS@ may represent the seller/landlord and buyer/tenant in the

same transact¡on only after full disclosure to and with informed consent

of both parties. (Adopted 1/93)

r Standard of Practice 1-6

REALTORS@ shall submit offers and counter-offers objeciively and as

quickly as possible. (Adopted 1/93, Amended 1/95)

o Standard of Pract¡ce 1-7

When acting as listing brokers, REALTORS@ shall continue to submit to

the seller/landlord all offers and counter-offers until closing or execution

of a lease unless the seller/landlord has waived this obligation in writing

REALTORS@ shall not be obligated to continue to market the property

after an offer has been accepted by the sellerilandlord REALTORS@

shall recommend that sellers/landlords obtain the advice of legal counsel
prior to acceptance of a subsequent offer except where the acceptance

is contingent on the termination of the pre-existing purchase contract or
lease. (Amended 1/93)

o Standard of Practice 1-8

REALTORS@, acting as agents or brokers of buyers/tenants, shall

submit to buyers/tenants all offers and counter-offers until acceptance

but have no obligation to continue to show properties to their clients after
an offer has been accepted unless otherwise agreed in writing

REALTORS@, acting as agents or brokers of buyers/tenants, shall

recommend that buyers/tenants obtain the advice of legal counsel if
there is a question as to whether a pre-existing contract has been

terminated. (Adopted 1/93, Amended 1/99)

o Standard of Practice 1-9

The obligation of REALTORS@ to preserve confidential information (as

defined by state law) provided by their clients in the course of any

agency relationship or non-agency relationsh¡p recognized by law

continues after termination of agency relationships or any non-agency

relationships recognized by law REALTORS@ shall not knowingly, during

or following the term¡nation of professional relationships with their
clients:

1) reveal confidential information of clients; or

2) use confidential information of clients to ihe disadvantage of
clients; or

use confidential information of clients for the REALTOR@'s

advantage or the advantage of third parties unless:

a) clients consent after full disclosure; or

b) REALTORS'are required by court order; or

c) it is fhe intention of a client to commit a crime and the

information ¡s necessary to prevent the crime; or

d) it is necessary to defend a REALTOR@ or the REALTOR@'s

employees or associates againsi an accusat¡on of wrongful

conduct.

lnformation concerning latent material defects is not considered

confidential information under this Code of Elhics. (Adopted 1/93,

Amended 1/01)

r Standard of Practice 1-10

REALTORS@ shall, consistent with the terms and conditions of their real

estate licensure and their property management agreement, competently

manage the property of clients with due regard for the rights, safety and

health of tenants and others lawfully on the premises. (Adopted 1/95,

Amended 1/00)

. Standard of Practice 1-11

REALTORS@ who are employed to maintain or manage a client's
property shall exercise due diligence and make reasonable efforts to
protect it against reasonably foreseeable contingencies and losses.
(Adopted 1/95)

. Standard of Practice l-12
When entering into listing contracts, REALTORS@ must advise sellers/
landlords of:

1) the REALTOR@'S company pol¡cies regarding cooperation and

the amount(s) of any compensation that will be offered to subagents,

buyer/tenant agents, and/or brokers acting in legally recognized non-

agency capâcities;

2) the fact thai buyer/tenant agents or brokers, even if
compensated by listing brokers, or by sellers/landlords may represent

the interests of buyers/tenants; and

3) any poiential for listing brokers to act as disclosed dual

agents, e.9., buyer/tenani agents. (Adopted 1/93, Renumbereci 1/98,

Amended 1/03)

. Standard of Practice l-13
When entering into buyer/tenant agreements, REALTORS@ must

advise potential clients of:

1) the REALTOR@'S company policies regarding cooperation;

2) the amount of compensation to be paid by the client;

3) the potential for additional or offsetting compensation from
other brokers, from the seller or landlord, or from other parties;

4) any potential for the buyer/tenant representative to act as a

disclosed dual agent, e.9., listing broker, subagent, landlord's agent,

etc.; and

5) the possibility that sellers or sellers' representatives may not

treat the existence, lerms, or conditions of offers as confident¡al



unless conf¡dentiality is requ¡red by law, regulat¡on, or by any

confìdentiality agreement between the parties. (Adopted 1/93'

Renumbered 1/98, Anended 1/06)

. Standard of Practice 1-14

Fees for preparing appraisals or other valuations shall not be

upon the amount ofthe appraisal orvaluation. (Adopted 1/02)

. Standard of Practice 1-15

REALTORS', in response to inquiries from buyers or cooperating

brokers shall, with the sellers' approval, disclose the existence of offers

on the property. Where disclosure is authorized, REALTORS@ shall also

d¡sclose, if asked, whether offers were obtained by the listing licensee,

another licensee in the listing firm, or by a cooperating broker. (Adopted

1/03, Amended 1/09)

. Standard of Pract¡ce 1-16

REALTORSo shall not access or use, or permit or enable others to

access or use, listed or managed property on terms or cond¡t¡ons other

than those authorized by the owner or seller. (Adopted 1n2)

Article 2
REALTORSp shall avoid exaggeration, m¡srepresentation, or

concealment of pertinent facts relating to the property or the transaction

REALTORS@ shall not, however, be obligated to discover la?ent defects

in the property, to advise on matters outside the scope of their neal

estate license, or to disclose facts which are confidential under the

scope of agency or non-agency relationships as defined by state lal/v.

(Amended 1/00)

. Standard of Practice 2-l
REALTORS@ shall only be obligated to discover and disclose adverse

factors reasonably apparent to someone with expertise in lhose areas

required by their real estate licensing authority. Article 2 does not impose

upon the REALTOR@ the obligation of expertise in other professional or

technical disciplines. (Arnended 1 /96)

. Standard of Practice 2-2

(Renumbered as Standard of Prac.t¡ce 1-12 1/98)

¡ Standard of Practice 2-3

(Renumbered as Standard of Pract¡ce 1-13 1/98)

e Standard of P¡actice 2-4

REALTORS@ shall not be parties to the naming of a false consideration

in any document, unless it be the naming of an obviously nom¡nal

consideration.

. Standard of Practice 2-5

Factors defined as "non-material" by law or regulalion or which are

expressly referenced in law or regulation as not being subject to

disclosure are considered not "pertinent" for purposes of Article 2.

(Adopted 1193)

Article 3
REALTORS@ shall cooperate with other brokers except when

cooperation is not in the cl¡ent's best inte¡est. The obligation to

cooperate does not include the obligation to share commissions, fees, or

to otherwise compensate another broker. (Amended 1/95)

o Standard of Practice 3-1

REALTORS@, acting as exclusive agents or brokers of sellers,/ landlords,

establish the terms and conditions of offers to cooperate Unless

expressly indicated in offers to cÐoperate, cooperating brckers may not

assume that the offer of cooperat¡on includes an offer of compensation'

Terms of compensation, if any, shall be ascertained by oooperating

brokers before beginning efforts to accept the offer of cooperation'

(Amended 1/99)

r Standard of Practice 3'2
Any change in compensation offered for cooperative services must be

communicated to the other REALTOR@ prior to the time thal F.EALTOR@

submits an offer to purchase/lease the property. Afier a REALTOR' has

submitted an offer to purchase or lease property, the listing broker may

not attempt to unilaterally modify the offered compensation with respect

to that cooperative transaction . (Amended 1/14)

. Standard of Practice 3-3

Standard of Practice 3-2 Coes not preclude the listing broker and

cooperating broker from enter¡ng into an agreement to change

cooperative compensat¡on. (Mopted 1 /94)

. Standard of Practice 34
REALTORSo, acting as listing brokers, have an affirmative obligation to

disclose the ex¡stence of dual or variable rate commission arrangements

(i.e., listings where one amouni of commission is payable if the listing

broker's firm is the procuring cause of sale/lease and a different amount

of commission is payable if the sale/lease results througl^ the efforts of

the seller/landlord or a cooperat¡ng broker). The listing brc,kler shall, as

soon as practical, disclose the existence of such arranl¡ements to

potential cooperating brokers and shall, in response to inqliries from

cooperating brokers, disclose the differential that would result in a

cooperative transaction or in a sale/lease that resulis through the efforts

of the seller/ landlord. lf the cooperating broker 's a buyer/tenant

representative, the buyeritenant representative must disclose such

information to their client befcre the client makes an offer to purchase or

lease. (Amended 1/02)

. Standard of Practice 3-5

It is the obligation of subagenß to promptly disclose all peninent facts

to the pr¡ncipal's agent prior to as well as after a purchase or lease

agreement is executed. (Amended 1/93)

. Standard of Practice 3-6

REÀLTORS'shall disclose the existence of accepted offers, including

offers with unresolved contingencies, to any broker seeking

cooperation. (Adopted 5/86, Anended 1/04)

. Standard of Practice 3-7

When seeking information from another REALTOR' concerning

property under a management or listing agreement, REALI'ORS" shall

disclose their REALTOR@ status ând whether their intei'est is personal or

on behalf of a client and, if on behalf of a client, their relationship with

the client. (Amended 1/11)



. Standard of Pract¡ce 3-8

REALïORS@ shall not misrepresent the availability of access to show
or inspect a listed property. (Amended 11/87)

o Standard of Practice 3-9
REALTORS@ shall not provide access to listed property on terms other

than those established by the owner or the listing broker. (Adopted

1n0)
. Standard of Practice 3-10

The duty to cooperate established in Article 3 relates to the obligation to

share information on listed property, ând to make property available to
other brokers for showing to prospect¡ve purchasers/tenants when it is ¡n

the best interests of sellers/landlords. (Adopted 1/11)

Article 4
REALTORS@ shall not acquire an interest in or buy or present offers from

themselves, any member of the¡r immediate families, their firms or any

member thereof, or any entities in which they have any ownership

interest, any real property without making their true position known to the

owner or the owner's ageni or broker. ln selling property ihey own, or in
which they have any inierest, REALTORS@ shall reveal their ovnership
or interest in writing to the purchaser or the purchaser's representative.
(Amended 1/00)

. Standard of Practice 4-1

For the protection of all parties, the disclosures required by Article 4

shall be in writing and provided by REALTORS@ prior to the signing of
any contract. (Adopted 2/86)

Article 8
REALTORS@ shall keep in a special account in an appropriate financial

institution, separated from their own funds, monies coming into their
possession in trust for other persons, such âs escrows, trust funds,

clients' monies. and other like items.

Article 9
RÊALTORS@, for the protection of all parties, shall assure whenever
possible that all agreements related to real estate transactions including,

but not limited to, listing and representation agreements, purchase

contracts, and leases are in writing in clear and understandable

language expressing the specific terms, conditions, obligations and

commitments of the parties. A copy of each agreemeni shall be

furnished to each party to such agreements upon their signing or

initialing. (Amended 1 /04)

. Standard of Practice 9-1

For the protection of all parties, REALTORS@ shall use reasonable

care to ensure that documents pertaining to the purchase, sale, or lease

of real estate are kept current through the use of written extensions or

amendments. (Amended 1 /93)

. Standard of Practice 9-2

When assisting or enabl¡ng a cl¡ent or customer in establishing a

contractual relationship (e.9., listing and representation agreements,
purchase agreements, leases, etc.) electronically, REALTORS' shall

make reasonable efforts to explain the nature and disclose the specific

terms of the contractual relationship being established prior to it being

agreed to by a contracting pariy. (Adopted 1/07)

Article 5
REALTORS' shall not undertake to provide professional services

concerning a property or its value where they have a present or

contemplaled ¡nteresl unless such interest is specifically disclosed to all

affected part¡es.

Article 6
REALTORS' shall not accept any commission, rebate, or profit on

expenditures made for their client, without the client's knowledge and

consent.

When recommending ¡'eal estâte products or services (e g ,

homeowner's insurance, warranty programs, mortgage financing, title

insurance, etc.), REALTORS@ shall disclose to the client or customer to

whom the recommendation is made any financial benefits or fees, other

than real estate referral fees, the REALTOR@ or REALTORo's firm may

receive as a direct result of such recommendation. (Amended 1/99)

. Standard of Practice 6-l
REALTORS@ shall not recommend or suggest to a client or a

customer the use of services of another organìzation or business entity

in which they have a direct interest without disclosing such interest at the

time of the recommendation or suggestion . (Amended 5/88)

Ä,rticle 7
ln a transaction, REALTORS@ shall not accept compensation from more

than one party, even if permitted by law, without disclosure to all parties

and the informed consent of the REALTOR''s client or clients. (Amended

1/9s)

Article l0
REALTORS.'shall not deny equal professional services to any person

for reasons of race, color, religion, sex, handicap, familial status,

national origin, sexual orientation, or gender identity REALTORS'shaÍl
not be parties to any plan or agreement to discriminate against a person

or persons on the basis of race, color, religion, sex, handicap, familial

status, national origin, sexual orientation, or gender identity. (Anended

th4)

REALTORS', in their real estate employment practices, shall not

discriminate against any person or persons on the basis of race, color,

religion, sex, handicap, familial status, national origin, sexual orientation,

or gender identity. (Amended 1/14)

. Standard of Practice 10-1

When involved in the sale or lease of a residence, REALTORS@ shall

not volunteer information regarding the racial, religious or ethnic

composition of any neighborhood nor shall they engage in any activity

which may result in panic selling, however, REALTORS@ may provide

other demographic information. (Adopted 1/94, Amended 1/06)

. Standard of Practice 10-2

When not involved in the sale or lease of a residence, REALTORS'
may provide demographic information related to a property, transaction

or professional assignment to a party if such demographic information is

(a) deemed by the REALTOR@ to be needed to assist with or complete,



n a manner consistent with Art¡cle 10, a real estate transaction or

nal assignment and (b) is obtained or derived from a

nized, reliable, independent, and impartial source. The source of

information and any additions, deletions, mod¡fications,

, or other changes shall be disclosed in reasonable detail.

1/05, Renumbered 1/06)

o Standard of Practice 10-3

religion

shall not print, display or circulate any statement or

w¡th respect to selling or renting of a property that

preference, limitations or d¡scr¡mination based on race,

, sex, handicap, familial status, national origin, sexual

gender identity (Adopted 1/94, Renumbered 1/05 and

5) any present or contemplated interest, including the possibility

of representing the seller/landlord or buyers/tenants

6) basis for ihe opinion, including applicable market data

7) if the opinion is not an appra¡sal, a statement to that effect

8) disclosure of whether and when a physical inspection of the

property's exterior was conducted

9) disclosure of wheiher and when a physical inspection of the

property's interior was conducted

10) disclosure of whether the RÊALTOR' has any r:cnflicts of

interest

(Amended 1/14)

o Standard of Practiee 11-2

The obligations of the Code of Ethics in respect of real estate disciplines

other than appraisal shall be interpreted and applied in accordance with

the standards of competence and practice which clients and the public

reasonably require to protect the¡r rights and interests consiJering the

complex¡ty of the transaction, ihe availability of expert assistance, and,

where the REALTOR@ is an agent or subagent, the obligdions of a

fiduciary. (Adopted 1/95)

. Standard of Practice 11-3

When REALTORS@ provide consultive services to clients which involve

advice or counsel for a fee inot a commission), such advir;e shall be

rendered in an objective manner and the fee shall not be cortingent on

the substance of the advice o" counsel given. lf brokerage or fansact¡on

services are to be provided in addition to consultive serv¡ce$, a separate

compensation may be paid wìth prior agreement between the client and

REALTOR@. (Adopted 1/96)

¡ Standard of Practice 11.4

The competency requ¡red by Art¡cle 11 relates to services contracled for

between REALTORS' and their clients or customers; the duties

expressly imposed by the Code of Ethics; and the duties imposed by law

or regulation. (Adopted 1/02)

Article l2
REALTORS@ shall be horest and truthful in their real estate

communications and shall present a true p¡cture in their advertising,

marketing, and other represertai¡ons REALTORS@ shall ensure that their

status as real estate professionals is readily apparent in their

advertising, marketing, and other representations, and that the recipients

of all real estate communications are, or have been, notified that those

communications are from a real estate professional. (Amended 1/08)

. Standard of Practice 12-l
REALTORS@ may use the term "free" and similar ternls in their

advertising and in other æpresentations provided that all terms
governing availability of the offered product or service are clearly
disclosed at the same lime. (Amended 1/97)

. Standard oÍ P¡actice 12-2

REALTORS@ may represent their services as "free" or without cost even

if they expect to receive con:pensation from a source other than their

client provided that the potential for the REALTOR@ to obtair a benefit

from a third party is clearly disclosed at the same lime. (AmenCed 1/97)

arry

n, or

1/06, Anended 1/14)

. Standard of Practice 10-4

As used ¡n Art¡cle 10 "real estaie employment practices" relates to

and independent contractors providing real estate-related

and the administrative and clerical staff directly supporting

individuals. (Adopted 1/00, Renumbered 1/05 and 1/06)

rticle 11
services which REALTORS@ provide to their clients and customers

conform to the standards of practice and competence which are

reasonably expected in the specifìc real estate disciplines in which they

; specifically, residential real estate brokerage, real property

, commercial and industrial real estate brokerage, land

rage, real estate appraisal, real estate counseling, real estate

real estale auction, and international real estate.

REALTORSð shall not undertake to provide specialized professional

concerning a type of property or service that is ouiside their

ld of competence unless they engage the assistance of one who is

nt on such types of property or service. or unless the facts are

lly disclosed to the client. Any persons engaged to provide such

istance shall be so identified to the client and their co¡'liribution to the

ignment should be set forth. (Amended 1/10)

Standard of Pract¡ce l1-1
REALTORS@ prepare opinions of real property value or price they

1) be knowledgeable about the type of property being valued,

have access to the information and resources necessary to formulate

accurate opinion, and

be familiar with the area where the subjeci property is located

lack of any of these is disclosed to the party requesting the

nion in advance.

an opinion of value or price is prepared other than in pursuit of a

or to assist a potential purchaser in formulating a purchase offer,

opinion shall include the following unless the party requesting the

in¡on requires a specific type of report or different data set:

identification of the subject property

date prepared

defined value or price

limiting conditions, including statements of purpose(s) and

intended use(s)



Standard of Practice l2-3

The offering of premiums, prizes, merchandise discounts or other
inducements to list, sell, purchase, or lease is not, in itself, unethical

even if receipt of the benefit is contingent on listing, selling, purchasing,

or leasing through the REALTOR@ making the offer. However,
REALTORS' must exerc¡se care and candor in any such advertising or
other public or private representations so that any party interested in

receiving or othen¡vise benefiting from the REALTOR@'s offer will have

clear, thorough, advance understanding of all the terms and conditions

of the offer. The offering of any inducements to do business is subject to

the limitations and restrictions of state law and the ethical obligations

established by any applicable Standard of Practice. (Amended 1/95)

. Standard of Practice'124
REALTORS@ shall not offer for sale/lease or advertise property without

author¡ty. When acting as listing brokers or as subagents, REALTORS@

shall not quote a price different from that agreed upon with the seller/
landlord. (Amended 1/93)

. Standard of Practice l2-5
REALTORS@ shall not advertise nor permit any person employed by or
affiliated with them to advertise real estate services or listed property in

any medium (e.9., electronically, print, radio, television, etc.) without

disclosing the name of that REALTORo's firm in a reasonable and readily

apparent manner either in the advert¡sement or in electronic advertising

via a link to a display with all required disclosures. (Adopted 11/86,

Amended 1/16)

. Standard of Practice 12-6

REALTORS@, when advertising unlisted real property for saleilease in

which they have an ownership interest, shall disclose their status as both

owners/landlords and as REALTORS' or real estate licensees.
(Amended 1/93)

. Standard olPracticel2-7
Only REALTORS@ who participated in the transaction as the listing

broker or cooperating broker (selling broker) may claim to have "sold"

the property. Prior to closing, a cooperating broker may post a "sold" sign

only with the consent of the listing broker. (Amended 1/96)

. Standard of Practice'12-8
The obl¡gat¡on to present a true picture in representations to the publ¡c

includes information presented, provided, or displayed on REALTORS@'

websites REALTORS@ shall use reasonable efforts to ensure that

information on their websites is current. When it becomes apparent that

information on a REALTOR@'s website is no longer current or accurate,

REALTORS@ shall promptly take corrective action. (Adopted 1/07)

. Standard of Practice 12-9

REALTOR@ firm websites shall disclose the firm's name and state(s)

of licensure in a reasonable and readily apparent manner.

Websites of REALTORS@ and non-member licensees affiliated with a

REALTOR@ firm shall disclose the firm's name and that REALTOR@'s or
non-member licensee's state(s) of licensure in a reasonable and readily

apparent manner, (Adopted 1/07)

¡ Standard of Practice 12-10

REALTORSd obligation to present a true picture in their advertising and

representations to the public includes lnternet content, ¡mages, and the

URLs and domain names they use, and prohibits REALTORS@ from:

1 ) engaging in deceptive or unauthorized framing of real estate

brokerage websites;

2) manipulating (e.9., present¡ng content developed by others)

listing and other content in any way that produces a deceptive or
misleading result;

3) deceptively using metatags, keywords or other
devices/methods to direct, drive, or divert lnternet traffic; or

4) presenting content developed by others without either
attribution or without permission; or

5) othenruise misleading consumers, including use of misleading

¡mages.

(Adopted 1/07, Amended 1/18)

. Standard oÍPractice12-11
REALTORS@ intending to share or sell consumer information gathered

via the lnternet shall disclose that possibility in a reasonable and readily

apparent manner. (Adopted 1/07)

. Standard of P¡actice'12-12
REALTORS'ShaII not:

1) use URLs or domain names that present less than a true
picture, or

2) register URLs or domain names which, if used, would present

less than a true picture. (Adopted 1/08)

. Standard of Practice 12-13

The obligation to present a true picture in advertising, marketing, and

representations allows REALTORSo to use and display only professional

designations, certifications, and other credentials to which they are

legitimately entilled. (Adopted 1 /08)

Article l3
REALÍORS@ shall not engage in activities that const¡tute the

unauthorized practice of law and shall recommend that legal counsel be

obtained when the interest of any party to the transact¡on requires it.

Article 14
lf charged with unethical practice or asked to present evidence or to

cooperate in any otherway, in any professional standards proceeding or
investigation, REALTORS@ shall place all pertinent facts before the
proper tribunals of the Member Board or affiliated institute, society, or

council in which membership is held and shall take no action to disrupt

or obstruct such processes. (Amended 1/99)

r Standard of Practice 14-1

REALTORS@ shall not be subject to disciplinary proceedings in more

than one Board of REALTORS@ or affiliated institute, society, or council

in which they hold membership with respect to alleged violations of the

Code of Ethics relating to the same transaction or event. (Amended

1ß5)



. Standard of Practice 14-2

REALTORSo shall not make any unauthorized disclosure or

dissemination of the allegations, findings, or decision developed in

connection rvith an ethics hearing or appeal or in connection with an

arbitration hearing or procedural revew. (Amended 1/92)

r Standard of Practice 14-3

REALTORS@ shall not obstruct the Board's invest¡gative or professional

standards proceedings by instituting or threatening to institute actions for

libel, slander, or defamation against any party to a professional

standards proceeding or their witnesses based on the;[ling of an

arbitration request, an ethics complaint, or test¡mony given before any

tribunal. (Adopted 11/87, Amended 1ß9)

. Standard of Practice 14{
REALTORS' shall not intentionally impede the Board's investigative

or disciplinary proceedings by filing multiple ethics compiaints based on

the same event or transa clion. (Adopted 1 1/88)

Article 15
REALTORSo shall not knowingly or recklessly make false or misleading

siatements about other real estate professionals, their businesses, or

their business practices. (Amended 1/12)

. Standard of Practice 15-1

REALTORSÐ shall not knowingly or recklessly file false or unfounded

ethics complaints. (Adopted 1/00)

. Standard of Practice 15-2

The obligation to refrain from mak¡ng false or misleading statements

about other real estate professionals, their businesses, and the¡r

business practices includes the duty to not knowingly or recklessly

publish, repeat, retransmit, or republish false or misleading statements

made by others. This duty applies whether false or misleading

statements are repeated in person, in writing, by technological means

(e.g., the lnternet), or by any other means. (Adopted 1/07, Amended

1n2)

. Standard of Practice 1 5-3

the obligation to refrain from making false or misleading statements

about other real estate professionals, their businesses, and their

business practices includes the duty to publish a clarification about or to

remove statements made by others on electronic media the REALTOR'

conirols once the REALTOR' knows the statement is false or

misleading. (Adopted 1/10, Amended 1/12)

Article 16
RÊALTORS@ shall not engage in any practice or take any action

inconsisteni with exclusive representation or exclusive brokerage

relationship agreements that other REALTORS@ have with clients.

(Amended 1104)

. Standard of Practice 16-1

Article 16 is not intended to prohibit âggressive or innoì/at¡ve business

practices v¡hich are othenrvise ethica! and does not prohibit

disagreements with other REALTORS@ involving commission, fees,

compensation or other forms of payment or expenses. (Adctpted 1/93'

Amended 1ß5)

. Standard of Practice 16-2

Article 16 does not preclude REALTORSo from making general

announcements to prospects describing their services and the terms of

their availability even though some recipients may have entered into

agency agreements or other exclusive relationships with arother

REALTOR@. A general felephone canvass, general mailing or distribution

addressed to all prospects in a given geographical area or in a given

profession, business, club, or organization, or other classification or

group is deemed "general" for purposes of this standard. (Amended

1/04)

Article 16 is intended to recognize as unethical two basic tyæs of

solicitations:

First, telephone or personal solicitations of property owners who have

been identified by a real estate sign, multiple listing compilatir¡n, or other

information service as having exclusively listed their pr<lperty with

another REALTOR'and

Second, mail or other forms of written solicitations of prospects whose

properties are exclusively listed with another REALTOR@ when such

solicitations are not part of a general mailing but are directed specifically

to property owners identified through compilations of current listinç, "for

sale" or "for rent" signs, or other sources of information required by

Article 3 and Multiple Listing Service rules to be made available to other

REALTORS@ under offers of subagency or cooperation. (Amended 1/04)

. Standard of Practice 16-3

Article 16 does noi preclude REALTORS@ from contacting the client of

another broker for the purpose of offering to provide, or entering into a

contract to provide, a different type of real estate serv¡ce unrelated to the

type of service currently being provided (e.9., property management as

opposed to brokerage) or from offering the same type of servi:e for

property not subject to other brokers' exclusive agreements. However,

information received through a Multiple Listing Service or any other offer

of cooperation may not be used io target clìents of other REALTORS@ to

whom such offers to provide services may be made. (Anended 1/M)

¡ Standard of Practice 164
REALTORS@ shall not soljcit a listing which is currently listed exclusively

w¡th another broker. Hovræver, if the listing broker, when asked by the

REALTOR@, refuses to disclose the expiration date and nature of such

listing, i.e., an exclusive right to sell, an exclusive agency, open listing, or

other form of contractual agreement between the listing broker and the

client, the REALTOR@ may contact the owner to secure such infornation

and may discuss the terms upon which the REALTOR@ rnight take a

future listing or, alternatively, may take a listing to become effective upon

expiration of any existing exclusive lisling. (Amended 1/94)

r Standard of Practice 16-5

REALTORS@ shall not solicit buyer/tenant agreements from bryers/

ienants who are subject to exclusive buyer/tenant agreements. However,

if asked by a REALTOR', the broker refuses to disclose the exp¡ration

date of the exclusive buyer/tenant agreement, the REALTORG may

contact the buyer/tenant to secure such information and may'discuss the



terms upon which the REALTORo might enter into a future buyer/tenant
agreement or, alternatively, may enter into a buyer/tenant agreement to
become effective upon the expiration of any existing exclusive
buyer/tenant agreement. (Adopted 1/94, Amended 1/98)

o Standard of Practice 16-6
When REALTORS@ are contacted by the client of another REALTOR@

regarding the creation of an exclusive relationship to provlde the same
type of service, and REALTORS@ have not directly or indirectly initiated
such discussions, they may discuss the terms upon which they might

enter into a future agreement or, alternatively, may enter into an
agreement which becomes effective upon expiration of any ex¡sting
exclusive agreement. (Amended 1/98)

o Standard of Practice 16-7
The fact that a prospect has retained a REALTOR@ as an exclusive
representat¡ve or exclusive broker in one or more past transact¡ons does
not preclude other REALTORSo from seeking such prospect's future

business. (Amended 1/04)

r Standard of Practice 16-8

The fact that an exclusive agreement has been entered into with a

REALTOR@ shall not preclude or inhibit any other REALTOR@ from

entering ¡nto a s¡milar agreement afler the expiration of the prior

agreement. (Amended 1/98)

. Standard of Practice 16-9

REALTORS@, pr¡or to entering into a representation agreement, have an
affirmative obligation to make reasonable efforts to determine whether
the prospect is subject to a current, valid exclusive agreement to provide

the same type of real estate serv¡ce. (Amended 1/04)

o Standard of Practice 16-10

REALTORS@, acting as buyer or tenant representatives or brokers, shall

disclose that relationship to the seller/landlord's representative or broker
at first contact and shall provide written confìrmation of that disclosure to

the seller/landlord's representative or broker not later than execut¡on of â
purchase agreement or lease. (Amended 1/04)

. Standard of Practice l6-11
On unlisted property, REALTORS@ act¡ng as buyer/tenant
representatives or brokers shall disclose that relationship to the
seller/landlord at f¡rst contact for that buyer/tenant and shall provide

written confirmation of such disclosure to the seller/landlord not later

than execution ofany purchase or lease agreement. (Anended 1/04)

REALTORS@ shall make any request for anticipaied compensation from

the seller/landlord at first contact. (Amended 1/98)

. Standard of Practice 16-12

REALTORS@, acting as representai¡ves or brokers of sellers/landlords or

as subagents of listing brokers, shall disclose that relaiionship to buyers/
tenants as soon as practicable and shall provide written confirmation of
such disclosure to buyers/tenanis not later than execution of any
purchase or lease agreement. (Amended 1/04)

. Standard of Practice 16-13

All dealings concern¡ng property exclusively listed, or with buyer/tenants

who are subject to an exclusive agreement shall be carried on with the
client's representative or broker, and not with the client, except with the

consent of the client's representat¡ve or broker or except where such
dealings are initiated by the client.

Before providing substantive services (such as writing a purchase offer
or presenting a CMA) to prospects, REALTORS@ shall ask prospects

whether they are a perty to any exclusive representation agreement
REALTORSô shall not knowingly provide substantive services

concerning a prospective transaction to prospects who are parties to
exclus¡ve representation agreements, except with the consent of the
prospects' exclusive representat¡ves or at the direction of prospects.

(Adopted 1/93, Amended 1/04)

o Standard of Practice 16-14

REALTORS@ are free to enter into contractual relationships or to
negot¡aie with sellers/landlords, buyers/tenants or others who are not
subject to an exclusive agreement but shall not knowingly obligate them

to pay more than one commission except with their informed consent.
(Amended 1/98)

o Standard of Practice 16-15

ln cooperative transactions REALTORS@ shall compensate cooperat¡ng

REALTORS@ (principal brokers) and shall not compensate nor offer to

compensate, directly or indirectly, any of the sales licensees employed

by or affiliated with other REALTORS@ without the prior express

knowledge and consent ofthe cooperating broker.

. Standard of Practice 16-16

REALïORS@ acting as subagents or buyeritenant representatives or
brokers, shall not use the terms of an offer to purchase/lease to attempt

to modify the listing broker's offer of compensation to subagents or
buyer/tenant representat¡ves or brokers nor make the submission of an

executed offer to purchase/lease cont¡ngent on the listing broker's

agreement to modify the offer of compensalion. (Amended 1/04)

. Standard of Pract¡ce 16-17

REALïORS@, acting as subagents or as buyer/ienant representatives or
brokers, shall not attempt to extend a listing broker's offer of cooperation

and/or compensation to other brokers without the consent of the listlng

broker. (Amended 1/04)

. Standard of Practice l6-18
REALïORS@ shall not use information obtained from listing brokers
through offers to cooperate made through multiple listing services or
through other offers of cooperation to refer listing brokers' clients to

other brokers or to create buyer/tenant relationships w¡th listing brokers'

clients, unless such use is authorized by listing brokers. (Amended 1/02)

o Standard of Practice 16-19

Signs giving notice of property for sale, rent, lease, or exchange shall not

be placed on property without consent of the sellerilandlord. (Amended

1ß3)

. Standard of Practice 16-20

REALTORS@, prior to or after their relationship with their current firm is

terminated, shall not induce clients of their current firm to cancel
exclusive contraciual agreements between the client and that firm. This

does not preclude REALTORS@ (principals) from establishing

agreements with their associated licensees governing assignability of
exclusive agreements. (Adopted 1/98, Amended 1/10)



Article 17
ln the event of contractual disputes or specific non-contractual disputes

as defined in Standard of Practice 17-4 between REALTORS@

(principals) associated with different firms, arising out of their

relationship as REALTORS@, the REALTORS@ shall mediate the dispute

if the Board requires its members to mediate. lf the dispute is not

resolved through mediation, or if mediation is not required, REALTORS@

shall submit the dispute to arbitration in accordance with the policies of

the Board rather than l¡t¡gate the matter.

ln the event clients of REALTORS@ wish to med¡ate or arbitrate

contractual disputes arising out of real estate transactions, REALTORS@

shall mediate or arb¡trate those disputes in accordance with the pol¡c¡es

of the Board, provided the clients agree to be bound by any resulting

agreement or award.

The obligation to participate in mediation and arbitration contemplated

by th¡s Article includes the obligation of REALTORS@ (pr¡ncipals) to

cause their firms to med¡ate and arbitrate and be bound by any resulting

agreement or award. (Amended 1/12)

. Standard of Practice 17-1

The filing of litigation and refusal to withdraw from it by REALTORS' in

an arbitrable matter constitutes a refusal to arbitrate. (Adopted 2/86)

. Standard of Practice'|,7-2
Article'17 does not require REALTORS@ to mediate in those

circumstances when all parties to the dispute advise the Board in writing

that they choose not to mediate through the Board's facilities. The fact

that all parties decline to participate in mediation does not relieve

REALTORS@ of the duty to arbitrate.

Article 17 does not require REALTORS@ to arbiirate in those

circumstances when all parties to the dispute advise the Board in writing

that they choose not lo arb¡trate before ihe Board. (Amended 1/12)

. Standard of Practice 17-3

REALTORS@, when acting solely as principals in a real estate

transaction, are not obligated to arbitrate disputes with other

REALTORS@ absent a specific written agreement to the contrary.

(Adopted 1t96)

. Standard of Pract¡ce 17-4

Specific non-contractual disputes that are subject to arbitration

pursuant to Article 17 are:

1) Where a listing broker has compensated a cooperating broker

and another cooperating broker subseguently claims to be the

procuring cause of the sale or lease. ln such cases the complainant

may name the first cooperating croker as respondent and arbitration

may proceed without the listing broker being named as a respondent.

When arbitration occurs between two (or more) cooperating brokers

and where the lisi,ng broker is nDt a party, the amount in dispute and

the amount of any potential resulting award ¡s limited to the amount

paid to the respondent by the listing broker and any amount credited

or paid to a party lo the transaciion at the direciion of the respondent.

Alternatively, if the complaint is brought against the listing broker, fhe

listing broker may name the first cooperating broker as a third-party

respondent. ln either insiance the decision of the hearing panel as to

procuring cause shall be conclusive with respect to all current or

subsequent claims of the trart¡es for compensation arisinç¡ out of the

underlying cooperat¡ve transaction. (Adopted 1t97, Amended 1/07)

2) Where a buyer or tenant representative is compensated by the

seller or landlord, and not by the listing broker, and the lislt¡ng broker'

as a result, reduces the commission owed by the seller or landlord

and, subsequent to such ect¡ons, another cooperating br<¡ker claims

to be the procuring cause of sale or lease. ln such cases the

complainant may name the first cooperating broker as respcndent

and arbitrat¡on may proceed without the listing broker being named

as a respondent. When arbitration occurs between two (or morei

cooperating brokers and v¡here the listing broker is not a party' the

amount in d¡spute and ihe amount of any potential resulting award is

limited to the amount paid to the respondent by the seller or lardlord

and any amount credited or paid to a party to the transaction at the

direction of the responder¡t. Alternatively, if the complaint ¡s b-ought

against the listing broker, the listing broker may naûÌìe the first

cooperating broker as a third-party respondent ln either instance the

decision of the hearing panel as to procuring cause shall be

conclusive with respect to all current or subsequent claims of the

parties for compensation arising out of the underlying cooperative

lransaction. (Adopted 1/97. Amended 1/07)

3) Where a buyer or tenant representative is compensated by the

buyer or tenant and, as a result, the listing broker reduces the

commission owed by the seller or landlord and, subsequent to such

actions, another cooperating broker claims to be the procuring cause

of sale or lease. ln such cases the complainant may name the first

cooperating broker as respondent and arbitration may proceed

without the listing broker b3ing named as a respondent. Alternatively,

if the complaint is brought against the listing broker, the listing broker

may name the f¡rst cooperating broker as a third-party respondent. ln

either instance the decisbn of the hearing panel as to prccuring

cause shall be conclusive with respect to all current or subsequent

claims of the pari¡es for compensation arising out of the underlying

cooperative transaction. (Adopted 1 /97)

4) Where two or mÐre listing brokers claim entitlement to

compensation pursuant to open listings with a seller or iandlord who

agrees to participate in arbitration (or who requests arb¡tration) and

who agrees to be bound by the decision. ln cases where one of the

listing brokers has been compensated by the seller or landlord, the

other listing broker, as conplainant, may name the first listing broker

as respondent and arbitration may proceed between tire brokers.

(Adopted 1/97)

5) Where a buyer or tenant representat¡ve is compensated by the

seller or landlord, and not by ihe listing broker, and the listing broker,

as a result, reduces the commission owed by the seller or landlord

and, subsequent to such act¡ons, cla¡ms to be the procuring cause of

sale or lease. ln such cases arbitrat,on shall be between the listing

broker and the buyer or lenant representati\,e and the amount in

dispute is lim¡ted to the amount of the reduction of cornmission to

which the listing broker agreed. (Adopted 1/05)

. Standard of Practice 17-5

The obligation to arbitrate established in Article 17 includes disputes

between REALTORSo (principals) in different states ¡n instances rvhere,



absent an established inter-association arbitration agreement, the
REALTOR@ (principal) requesting arbitration agrees to submit to the
jur¡sdiction of, travel to, participate in, and be bound by any resulting
award rendered in arbitration conducted by the respondent(s)
REALTOR@'s association, in instances where the respondent(s)
REALTOR@'s assoc¡ation determines that an arbitrable issue exists.
(Adopted 1/07)

Explanatory Notes
The reader should be aware of the following policies which have been
approved by the Board of Directors of the National Association:

ln filing a charge of an alleged violation of the Code of Ethics by a

REALTOR@, the charge must read as an alleged violation of one or more
Articles of the Code. Standards of Practice may be cited in suppori of the
charge.

ïhe Standards of Practice serve to clariry the ethical obligations
imposed by the various Articles and supplement, and do not substitute
for, the Case lnterpretations in lnterpretations of the Code of Ethics.

Modifications to exist¡ng Standards of Practice and additional new

Standards of Practice are approved from t¡me to time. Readers are
cautioned to ensure that the most recent publications are utilized.
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