
The Code of Ethics:  Our Promise of Professionalism

The REALTORS® Code of Ethics 
Member Education Program

Facilitator’s Guide

[image: image1.png]-d/\/‘/

—

< The Code is
/good business;\‘

_ Y
Y




(Copyright 2021
NATIONAL ASSOCIATION OF REALTORS(
The Code of Ethics:  Our Promise of Professionalism Facilitator’s Guide
____________________________________________________________________________________
Table of Contents

Facilitator’s Guide General Instructions
1

Objectives (5 minutes)
 3

Exercise:  Ice-breaker (10 minutes)
5

Part 1:  History of the Code of Ethics 

1.  History of the Code, Part I (5 minutes)
7
2.  History of the Code, Part II (5 minutes)
9
3. History of the Code, Part III: Embracing Change (5 minutes) 
11
4.  Business Ethics and the Code (5 minutes)
13
Part 2:  Structure and Major Categories of the Code
1.  Aspirational Concepts of the Preamble to the Code (5 minutes)
15
2.  Sections of the Code (5 minutes)
17
Part 3:  Code of Ethics: Arbitration Process
1.  Background (5 minutes)
19
2.  Background (5 minutes)
21
3.  Grievance Committee (10 minutes)
23
4.  Professional Standards Hearings (10 minutes)
25
5.  Professional Standards Hearings: Ethics Hearings Results (10 minutes)
27
6.  Professional Standards Hearings: Arbitration Hearing Results (10 minutes)
29
7.  Mediation (5 minutes)
31
8.  Benefits of Mediation (10 minutes)
33
Part 4:  Ombudsman Services
1.  Introduction (10 minutes)
35
2.  Role of Ombudsman (5 minutes)
37
3.  Involving the Ombudsman (10 minutes)
39
4.  Right to Decline Ombudsman Services (5 minutes)
41
5.  Resolution of Complaints & Failure to Comply with Agreed Upon Resolution (5 minutes)
43
6.  Referrals to the Grievance Committee or to State Regulatory Bodies (5 minutes)
45
Part 5:  Case Studies of Selected Articles of the Code of Ethics
1.  Exercise:  Article 1, Case Study 1 (10 minutes)
47
2.  Exercise:  Article 1, Case Study 2 (10 minutes)
49
3.  Exercise:  Article 2, Case Study 1 (10 minutes)
53
4.  Exercise:  Article 2, Case Study 2 (10 minutes)
57
5.  Exercise:  Article 3, Case Study 1 (10 minutes)
59

6.  Exercise:  Article 3, Case Study 2 (10 minutes)
63
7.  Exercise:  Article 11, Case Study 1 (10 minutes)
65
8.  Exercise:  Article 11, Case Study 2 (10 minutes)
67

9.  Exercise:  Article 16, Case Study 1 (10 minutes)
69

10.  Exercise:  Article 16, Case Study 2 (10 minutes)
73
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
1.  How do you use the Code of Ethics in your business? (5 minutes)
75
2.  When do you look to the Code of Ethics for guidance? Part I (5 minutes)
77
3.  When do you look to the Code of Ethics for guidance? Part II (5 minutes)
79
4.  How do you promote your ethical duties as a real estate professional to consumers? (5 minutes)
81
5.  A Pathway to Professional Conduct Part I (5 minutes)
83
6.  A Pathway to Professional Conduct Part II (10 minutes)
85
7. A Pathway to Professional Conduct Part III (10 minutes)
87
8. Case Study 1 (10 minutes)
91
9. Case Study 2 (10 minutes)
93
(Copyright 2021
NATIONAL ASSOCIATION OF REALTORS(
( Facilitator’s Guide General Instructions
How This Course Works

This course is designed to reach adult learners, based on the principle that different people learn differently.  Its format and structure depend on a variety of learning techniques to reach different types of learners through variety and interest and involvement in participatory exercises.  Concepts are introduced through discussion points, exercises, and case studies.  The exercises may be applied in a variety of ways – all are conducive to group work, but most can be completed individually, followed by “town hall”-style feedback discussions with the participants. NOTE: There are two case study exercises for each of the Articles. If time is limited, use only one case study for each Article.
Note:  All Code of Ethics course training materials are available on line at: 

https://www.nar.realtor/about-nar/governing-documents/code-of-ethics/training/code-of-ethics-training-materials-for-existing-members
Optional Examination

An optional true-false examination comprised of 25 questions is provided with the course materials available online.

How the Facilitator’s Guide Works

It is recommended that the Facilitator’s Guide either be printed or photocopied as a double-sided (“back-to-back”) document.  This guide contains exactly the same information as the Participant’s Guide on the right-facing pages and is supplemented with facilitator’s notes and instructions for each exercise and discussion on the left-facing pages, indicated by the heading:  ( Facilitator’s Notes.
Course Time Allotment

Approximate instructional times for each segment and exercise are indicated throughout this facilitator’s guide by a clock:  (.  Instructional times also are indicated following each heading in the Table of Contents preceding this page.
The course is comprised of three-and-one-half (3.5) hours of instruction to meet or exceed continuing education credit requirements in many states.  In addition to the instruction time, it is recommended to give two short breaks (not more than 15 minutes each).  

If a shorter course is required, or if it is necessary only to meet the 2.5-hour NAR minimum requirement, then some of the exercises may be completed by participants outside of class.  However, be sure to let participants know where to obtain the exercise answers so that they benefit from completing them on their own. 

Participant’s Guide Page Numbers

Corresponding Participant’s Guide page numbers are indicated as PG, page __ on both the PowerPoint slides and in the facilitator’s instructions at the start of each segment and exercise.
PowerPoint Presentation
The PowerPoint presentation slides are numbered to correspond to the order of the material being presented and are indicated in the Facilitator’s Notes as ▓ Slide __.  The slides themselves feature corresponding page numbers for the Participant’s Guide, indicated as:  PG, page __.
Course Copyright

This course is copyrighted by the NATIONAL ASSOCIATION OF REALTORS( for use by REALTORS( and REALTOR® associations, so please indicate that the materials are copyrighted by the National Association of REALTORS( when copying them for distribution.  Direct all comments or questions about the license and use of these materials to the NATIONAL ASSOCIATION OF REALTORS(.
Objectives
( Facilitator’s Notes
Suggested Method of Delivery:  Share the learning objectives with the class; go over the course agenda and make any other introductory statements.
( Suggested time:  5 minutes
Start time:
_____

End time:
_____

PG, page 1
▓ Slides 2-3 
Objectives 

Upon completion of “The Code of Ethics: Our Promise of Professionalism” course, participants will be able to:

· Identify 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, 11, and 16 of the Code of Ethics and identify possible violations of the Code of Ethics specifically related to those Articles 
· Identify discriminatory speech and conduct that could violate Article 10 of the Code of Ethics.
· Describe the professional standards process for enforcing the Code of Ethics, including the duty to arbitrate

· Identify critical elements of due process as they relate to Code enforcement
· Identify how the Code of Ethics should be used in daily business practices

· Explain how the Pathways to Professionalism tool provides guidelines for respecting property, the public, and peers
Exercise:  Ice-Breaker
( Facilitator’s Notes
Suggested Method of Delivery:  An “ice-breaker” exercise is an excellent tool for involving participants and setting the tone for the class.  It also quickly introduces participants to the concepts discussed in the material.  Emphasize that this is not a “graded” exercise; rather, it is meant to familiarize participants with concepts to be discussed during the class.
Assign each group all or several questions to answer, time permitting.  (Example:  Ask Table #1 to answer the first five questions).  After the class finishes the exercise at their tables, ask each group to report their answers.

( Suggested time:  5 minutes for group work; 5 minutes for feedback from the group.

Start time:
_____

End time:
_____

PG, page 2
▓ Slides 4-5
	Ice-Breaker Exercise
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.

10. Arbitrate contractual disputes.

11. Avoid using epithets or slurs against protected classes.

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.

16. Disclose financial benefits from recommending products/services.

17. Paint a true picture in advertising.
	Answers
1. Article 15
2. Article 13
3. Article 14
4. Article 8
5. Article 7
6. Article 16
7. Article 3
8. Article 5
9. Article 1
10. Article 17
11. Article 10
12. Article 4
13. Article 11
14. Article 9
15. Article 2
16. Article 6
17. Article 12


Exercise:  Ice-Breaker 

Instructions:  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.
	Choose from Articles:  1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17

	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.

10. Arbitrate contractual disputes.

11. Avoid using epithets or slurs against protected classes.
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.

16. Disclose financial benefits from recommending products/services.

17. Paint a true picture in advertising.
	_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______

_______




Part 1:  History of the Code of Ethics

1.  History of the Code Part I.

( Facilitator’s Notes
Suggested Method of Delivery:  Deliver a short lecture using the information below and the corresponding slide. 

( Suggested Time:  5 minutes
Start time:
_____

End time:
_____

PG, page 3
▓ Slides –6-7
Lecture:  Through the beginning of the 20th century, real estate had a history of speculation, exploitation, and disorder.  There were no state regulatory licensing agencies and consumer advocacy groups.  It was a time when real estate practitioners, if they were licensed at all, were licensed as peddlers.  It was an era of caveat emptor, when the motto of robber barons was, “Let the public be damned.” Anyone could sell real estate. 

The NATIONAL ASSOCIATION OF REALTORS was formed in 1908 and the Code of Ethics was adopted in 1913 by professionals who wanted things to change.  The purpose of the Code was to establish a high professional standard of conduct to guide real estate practitioners.

NAR’s founders believed that brokerage needed to be organized and had to be regulated. They envisioned these standards protecting the buying and selling public.  

Even today, the Code of Ethics retains its relevance despite the passing of years. The Code is continuously reviewed and, when necessary, revised to remain relevant in the ever-changing real estate industry. Because the Code is subject to ongoing review, and because REALTORS® remain dedicated to the highest standards, the Code continues to focus on the founders’ goal of excellence and integrity. We as REALTORS® are constantly reminded of the Code’s principles and are well-served in basing our business decisions on its wisdom. Read and revisit the Code on an ongoing basis. 

Since 1989, the Code has changed almost each year. Are you familiar with the most recent? Or, how the Code is enforced? Or, how to use the Code to your benefit?

Part 1:  History of the Code of Ethics 

1.  History of the Code Part I

Pre-1900
· There was no licensing of real estate practitioners.
· Speculation, exploitation, and disorder was the rule.
· Caveat emptor (buyer beware) governed transactions.
1908 

· NATIONAL ASSOCIATION OF REALTORS( formed. 
1913

· Code of Ethics adopted 

· Established professional standards of conduct.
· The first business ethical code, after those of medicine, engineering, and law.
· Standards to protect the buying and selling public.
1989 - the Present

· Since 1989 the Code has changed almost each year

· Are you familiar with the most recent changes? 
· How the Code is enforced? 
· How to use the Code to your benefit?
Part 1:  History of the Code of Ethics

2.  History of the Code, Part II

( Facilitator’s Notes

Suggested Method of Delivery:  NOTE: This topic is a continuation from the previous page.
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 4
▓ Slide 8
Lecture:  The Code is our commitment to professionalism.  It is recognized by real estate professionals and layman alike as the measure of high standards in real estate.  It is NOT a description of the minimum level of performance.  Rather, it describes the optimum performance the public has a right to expect and makes that performance the norm for REALTORS®.  

Some refer to the Code as the “Golden Thread” that binds the REALTOR® family together.  Others see it as the “Criterion of Excellence” or the “Gift of Vision.”  For all REALTORS®, it’s a commitment to our profession and the people we serve.  Our success is undoubtedly measured by our reputation and there is no better guide to steer us through the sometimes-rough waters of the real estate business than the principles established in the Code of Ethics. Back in 1908, the National Association itself was founded with the goal of uniting the real estate profession through high standards. More than 100 years after its adoption, the Code of Ethics continues to meet that mark by setting us apart from other real estate practitioners who are not REALTORS® and not held to the same level of performance.  

Much more than a set of rules, the Code is a living document, evolving with the real estate business and the communities in which we practice.  This dynamic doctrine of our daily professional lives is constantly revisited, reviewed, and improved to keep pace with today’s issues: this includes addressing the increasing use of technology to provide information and services and providing guidelines to address discriminatory speech practices.  A reflection of the changing pace of real estate, starting in 1989 the Code has been refined almost every subsequent year.  By preserving its relevance and usefulness despite the passing of years, the Code -- and therefore REALTORS® -- remain dedicated to the goals first embraced by the Code’s founders who sought excellence and integrity in our professional lives to guide and measure behavior.  The ethical duties of the Code are constantly apparent in our professional life and we are well-served in basing our business decisions on its wisdom. A vibrant, professional, equitable, and ethical real estate community is critical to encouraging and protecting the exchange of property ownership and ensuring the highest and best use of our nation’s land and resources.  As REALTORS®, we play a key role in making a promise of professionalism and performance to buyers, sellers, landlords, tenants, other REALTORS®, and the public.  Our pride in that commitment shines through in all that we do to protect the consumer and foster a prosperous real estate market.  

Part 1:  History of the Code of Ethics (Continued)
2.  History of the Code, Part II 
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.


Part 1:  History of the Code of Ethics

3.  History of the Code Part III: Embracing Change
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the information below and the corresponding slide. 

( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 5
▓ Slide 9
Lecture:  The Code of Ethics not only provides a guideline for REALTOR® conduct, but it also serves as a reflection of the world around us and a constant reminder of how our words and actions create an image of not only us as individuals but also of our industry as a whole. By embracing changes in our ever-evolving society and adopting new standards to address those changes, REALTORS® demonstrate respect for clients, peers, and the public.
In 2020, NAR formally adopted Standard of Practice 10-5: REALTORS® must not use harassing speech, hate speech, epithets, or slurs based on race, color, religion, sex, handicap, familial status, national origin, sexual orientation, or gender identity.

Policies like Standard of Practice 10-5 represent an impactful way we can advance equity and fairness in the real estate industry. This new standard directly flows from the requirement to not deny equal professional services or be parties to a plan to discriminate. Bias against protected classes revealed through the public posting of hate speech could result in REALTORS® not taking clients from certain protected classes or not treating them equally, which would lead to violations of the Fair Housing Act due to overt discrimination or disparate impact.
All REALTORS® should keep in mind these definitions from the 11th edition of the Merriam Webster Dictionary to avoid intentionally or unintentionally using discriminatory speech practices against protected classes:
Hate Speech: Speech that is intended to insult, offend, or intimidate a person because of some trait.
Epithet: A characterizing word or phrase accompanying or occurring in place of the name of a person or thing. Also, a disparaging or abusive word or phrase.
Slur: An insulting or disparaging remark or innuendo. Also, a shaming or degrading effect.
Part 1:  History of the Code of Ethics (Continued)

3.  History of the Code Part III: Embracing Change
· The Code of Ethics serves as a constant reminder of how our words and actions reflect on us as individuals and on our industry as a whole.
· By embracing changes in our ever-evolving society, REALTORS® demonstrate respect for clients, peers, and the public.

· NAR introduced new Standard of Practice 10-5 in 2020.

REALTORS® must not use harassing speech, hate speech, epithets, or slurs based on race, color, religion, sex, handicap, familial status, national origin, sexual orientation, or gender identity.

· Definitions of discriminatory speech:

Hate Speech: Speech that is intended to insult, offend, or intimidate a person because of some trait.
Epithet: A characterizing word or phrase accompanying or occurring in place of the name of a person or thing. Also, a disparaging or abusive word or phrase.
Slur: An insulting or disparaging remark or innuendo. Also, a shaming or degrading effect.
Part 1:  History of the Code of Ethics

4.
Business Ethics and the Code

( Facilitator’s Notes

Suggested Method of Delivery:  Present the concept of “business ethics” to give participants a sense of how the REALTOR® Code of Ethics fits into the overall picture of ethics in the industry.  Use accompanying slides.

( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 6
▓ Slides –10-11
Lecture:  Business ethics can be made up of industry codes, such as the REALTOR® Code of Ethics; or can include company policies and individual moral values.

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

REALTORS® engage in many specialty areas and may be subject to the various codes and canons of those fields (such as the Uniform Standards of Professional Appraisal Practice [USPAP], the National Auctioneers Association [NAA] Code of Ethics, and the codes of the NATIONAL ASSOCIATION OF REALTORS®’ Institutes, Societies, and Councils, etc.).  Regardless of your real estate specialty or field of practice, if you hold REALTOR® membership in a local association of REALTORS®, you are bound by the Code of Ethics of the NATIONAL ASSOCIATION OF REALTORS®.   This membership category is not limited to individuals engaged in the brokerage of real estate, REALTOR® membership is available to anyone “actively engaged in real estate” in all of the real estate disciplines.

.

Part 1:  History of the Code of Ethics

4.
Business Ethics and the Code

· What are "business ethics?"

· Industry codes and standards

· Company policies and practices

· Individual values

· 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 Professional Appraisal Practice [USPAP], the National Auctioneers Association [NAA] Code of Ethics, and the codes of the NATIONAL ASSOCIATION OF REALTORS®’ Institutes, 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 REALTORS®.

Part 2:  Structure and Major Categories of the Code
1.  Aspirational Concepts of the Preamble to the Code

( Facilitator’s Notes

Suggested Method of Delivery:  Concepts embodied in the Preamble are presented as bullet points in the Participant’s Guide.  Select three or four important concepts to impart in a lecture, using the information below and accompanying slides.

( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 7
▓ Slides 12-14
Lecture:  Here are some of the aspirational concepts found in the Preamble of the Code.  

“Under all is the land”:  This phrase is a powerfully descriptive beginning to the Preamble that sets the stage for all that follows.  It clearly conveys the immense and all-encompassing nature of real estate and the real estate calling.  Land is the foundation of many aspects of society, whether it be the basics of food and shelter or the more sophisticated aspects of economy and prosperity.  Truly, REALTORS® deal in one of society’s most important commodities.

“Golden Rule”:  There is 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 ever so to them.”

“Widely allocated ownership” and “widest distribution of land ownership”:  These phrases are presented in terms of the “survival and growth of free institutions and of our civilization” and with the notion that “the interests of the nation and its citizens require . . . the widest distribution of land ownership.”  Such concepts speak to a fundamental premise upon which our nation was founded.  Given that much of our law and governance derived from England, where the king held much of the available land, it is understandable why our nation’s founders desired to have more than just a few individuals own vast quantities of it.  The accumulation of land can lead to inordinate power in the hands of a few.  REALTORS( support the fundamental concept that many persons owning small parcels of land is vital to our democracy’s efficient function.

“Protect the Public and the Profession’s Integrity”: Aspires to “maintain and improve the standards of their calling,” “strive to become and remain informed on issues affecting real estate,” “identify and take steps to eliminate practices which may damage the public or which might discredit or bring dishonor to the real estate profession,” and sharing “with fellow REALTORS® a common responsibility for the integrity and honor of the real estate business,” all speak to REALTORS®’ common obligations in looking for the wider implications of their individual conduct during their daily practice. 

Part 2:  Structure and Major Categories of the Code
1.  Aspirational Concepts of the Preamble to the Code 

· 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.

· Identify 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.

· If 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.

Important Note:  The Preamble may not be the basis for disciplining a REALTOR®.

Part 2:  Structure and Major Categories of the Code

2.  Sections of the Code

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the information below and accompanying slides; use the Code as a “prop”.
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 8
▓ Slides –15-18
Lecture:  The Code is categorized into three main sections:  1) Duties to Clients and Customers, 2) Duties to the Public and 3) Duties to REALTORS®.   These categories are more a tool for organization and convenience, rather than a hard-and-fast rule on where to find the duties that apply to each group.  

There are 17 Articles of the Code.  These are broad statements of ethical principles.  Only violations of the Articles may lead to disciplinary action.

Under each Article, there are Standards of Practice that support, interpret, and amplify the Article.  REALTORS® may not be found in violation of a Standard of Practice, only the Articles that it supports.  However, a Standard of Practice may be cited to support actions related to an Article.

An important resource to help understand the Code are the “Interpretations to the Code of Ethics” (or Case Interpretations) found here: https://www.nar.realtor/code-of-ethics-and-arbitration-manual/case-interpretations.  These Case Interpretations include specific fact situations of common and current applications of the Articles and/or Standards of Practice.   

Part 2:  Structure and Major Categories of the Code
2.
Sections of the Code
· 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.
Important 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).
· “Interpretations to the Code of Ethics” (or Case Interpretations) found on nar.realtor include specific applications of the Articles and/or Standards of Practice.  
Part 3: Code of Ethics: Arbitration Process
1. Background

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Briefly describe the steps involved in the arbitration process which will be described in more detail later in the course.
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 9
▓ Slides 19-23
Lecture: Ethics complaints deal with 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. 

Arbitration has been a key component of the Code since it was first established in 1913. 

Mediation is the National Association’s preferred dispute resolution system for otherwise arbitrable disputes. As of 2000, all REALTOR® associations must offer mediation as an optional service to its REALTORS®. In 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.  

Part 3:  Code of Ethics: Arbitration Process
1.
Background

· Ethics complaints deal with 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 National Association’s preferred dispute resolution system for otherwise arbitrable disputes.  

· As of 2000, all REALTOR® associations must offer mediation as an optional service to its REALTORS®.  

· In 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.  

Part 3: Code of Ethics: Arbitration Process
2. Background

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Explain the difference between mandatory and voluntary arbitration.
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 10
▓ Slides 24-26
Lecture: Arbitration is defined by -- and the arbitration of disputes is limited to -- circumstances that fall within the parameters of Article 17.  For example, the desire to collect damages for an automobile accident is 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 typically involve the offer of compensation expressed in a multiple listing service, entitlement to that offer of compensation is earned by being the “procuring cause” of sale.     

Arbitration requests must be filed within one hundred eighty (180) days after: (1) the closing, if any or (2) the realization that a dispute existed, whichever is later. 

Arbitration can be mandatory or voluntary.

Mandatory arbitration is between:

· 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. In this situation, the client must agree to arbitrate the dispute through the association of REALTORS®. 

Voluntary arbitration is between:

· REALTORS® within the same firm

· REALTORS® and real estate professionals who do not hold REALTOR® membership  

· REALTORS® and customers (no agency relationship)

Part 3:  Enforcement of the Code of Ethics
2.
Background

Arbitration is defined by -- and the arbitration of disputes is limited to -- circumstances that fall within the parameters of Article 17.  
· They must be “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®.”

· For example, the desire to collect damages for an automobile accident is 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 after: 
· the closing, if any 
or 
· the realization that a dispute existed, whichever is later. 

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

	REALTOR® principals associated with different firms


	REALTORS® within the same firm

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


	REALTORS® and real estate professionals who do not hold REALTOR® membership  

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

	REALTORS® and customers (no agency relationship)


Part 3: Code of Ethics, Arbitration Process
3. Grievance Committee
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Explain the role of the Grievance Committee, and how it differs for ethics violations and arbitration requests.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, page 11
▓ Slides 27-29
Lecture:  Each local association of REALTORS® has a Grievance Committee to make a preliminary review of ethics complaints and arbitration requests to determine if a full due process hearing is warranted.  

Their job is to review the materials provided, and assuming the allegations were true: 

1) for ethics, determine if the complaint supports a violation of the Article(s) cited, or

2) for arbitration, determine if the request relates to a monetary dispute arising out of a real estate transaction that is properly subject to arbitration.

The local association’s 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 impanel an impartial hearing panel

· (for ethics) the right Articles are named, and if appropriate, Standards of Practice are cited to support the charge of a violation

· (for arbitration) the amount involved is not too small or too large; and the complaint is categorized as mandatory or voluntary

If the Grievance Committee dismisses an ethics complaint or arbitration request, an appeal of that dismissal can be made to the local association’s Board of Directors.  In arbitration, the classification of the dispute as “voluntary” or “mandatory” can also be appealed to the Board of Directors. 

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 forwarding 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.”

Part 3:  Code of Ethics, Arbitration Process
3.
Grievance Committee
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 impanel an 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 appeal to the local association’s Board of Directors can be made: 

· If the Grievance Committee dismisses an ethics complaint or arbitration request
· 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 forwarding 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.”

Part 3: Code of Ethics, Arbitration Process
4. Professional Standards Hearings

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Discuss the purpose and process of Professional Standards hearings.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slides 30-31
Lecture: Professional Standards hearings for ethics and arbitration are full “due process” hearings, including sworn testimony and, if desired by a party, representation by counsel.  

Hearing panels are made up of unpaid volunteers giving their time as an act of association service. Their objective is to be fair, unbiased, and impartial; to determine, based on the evidence and testimony presented whether a violation of the Code occurred, or an award should be rendered.  

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

At the Hearing

· Parties make an opening statement briefly explaining their basic position

· Parties present their respective cases, including any witnesses. 

· Parties and witnesses cross-examined by the other party and panel

· Supporting documents & information presented

· Parties make closing arguments

· Decision made based on the evidence

Hearing panels cannot conclude that an Article of the Code has been violated unless that Article(s) is specifically cited in the complaint.  

Hearing panels base their decisions on the evidence and testimony presented during the hearing. 

The hearing panel will pay careful attention to what is being said.  An implausible account doesn't become more believable through repetition or, through volumes of information.  

Part 3: Code of Ethics, Arbitration Process
4.  Professional Standards Hearings

What is a Professional Standards Hearing?

Professional Standards hearings for ethics and arbitration are full “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, based on the evidence and testimony presented, whether a violation of the Code occurred, or an award should be rendered.  
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 they 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.
Part 3: Code of Ethics, Arbitration Process
5. Professional Standards Hearings: Ethics Hearing Results
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Explain the concepts of “burden of proof” and “findings of fact.” Discuss the different disciplinary actions and how the severity of the offense affects the sanctions.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slides 32-33
Lecture: 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." Consistent with American jurisprudence, respondents are considered innocent unless proven to have violated the Code of Ethics.

In ethics only, “counsel” can include legal representation and representation by another REALTOR® knowledgeable in the Code.

The hearing panel’s decision includes: 1) findings of fact, 2) the conclusion, and 3) the recommended discipline (if any). 

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 the evidence and testimony presented.   Findings of fact are not appealable and must support the hearing panel’s conclusion. 

Discipline should correspond to the offense and the severity of the REALTORS®’ actions.  Unintentional or inadvertent violations should result in penalties designed to educate.  Conversely, if a REALTOR® intentionally violates the Code, or repeatedly violates the Code, for example to realize an economic gain, a more severe sanction would be appropriate. 

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, and suspension or termination of services including MLS. 
Part 3: Code of Ethics, Arbitration Process
5. Professional Standards Hearings: Ethics Hearing Results

Who can serve as counsel in an ethics hearing?
In 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 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

· Intentional 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 

Part 3: Code of Ethics, Arbitration Process
6. Professional Standards Hearings: Arbitration Hearing Results

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slide.  Explain how arbitration hearing results differ from ethics hearing results.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slide 34
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.”

There are no findings of fact in arbitration. The panel will award an amount to the prevailing party.  The amount cannot be more than what was requested in the arbitration request, though it can be less. 

If a party 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 arbitration to appeal that decision on what is called a “procedural deficiency.”  

The fact that a hearing panel found no violation of the Code of Ethics is not appealable. 

The appeal panel’s decision is final.

In addition to procedural deficiencies, appeals brought by ethics respondents can also be based 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.

Part 3: Code 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.” There are no findings of fact in arbitration.  
Arbitration Awards
The panel will award an amount to the prevailing party.  The amount 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 Ethics is not appealable. 
If a party 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 arbitration to appeal that decision on what is called a “procedural deficiency.”  
Grounds for Appeal
In addition to procedural deficiencies, appeals brought by ethics respondents can also be based 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.

Part 3: Code of Ethics, Arbitration Process
7. Mediation

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  

( Suggested Time:  5 minutes

Start time:
_____
End time:
_____
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▓ Slides 35-36
Lecture: Mediation is a powerful tool to help 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.     If 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®. 

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

Part 3: Code of Ethics, Arbitration Process

7.
Mediation
What is Mediation?
Mediation is a powerful tool to help 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.  If 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®. 
Mediation Officer

The mediation officer is a neutral third party. If any party objects to the mediation officer (i.e., potential conflict of interest) another mediation officer can be assigned.  
Differences between Mediation and Arbitration
	Mediation
	Arbitration

	Low cost
	Moderate cost

	Little delay
	Moderate delay

	Maximum range of solutions
	Win/lose/split

	Parties control the outcome
	Arbitrators control the outcome

	Uncertain closure
	Definite closure

	Maintains/improves relationships
	May harm relationships


Part 3: Code of Ethics, Arbitration Process
8. Benefits of Mediation

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the key concepts below and the accompanying slides.  Describe the benefits of mediation and the differences between mediation and arbitration. Discuss the process of mediation.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slide 37
Lecture:

Benefits of Mediation

•
Mediation process is private

•
The parties have complete control over the outcome

•
The mediation officer is an experienced facilitator familiar with real estate practice and         custom

•
Low cost

•
Improves relationships (parties respond to each other and explain/explore information, needs,            ideas and feelings)

•
Maximum range of solutions beyond money

Process

•
Mediation officer explains the process and rules/goals, including the mediator’s and parties’              roles, voluntary outcome, neutrality, and confidentiality. 

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

•
Identify issues: all parties and the mediation officer identify the issues to be addressed. 

•
Cross-talk: the parties may respond to each other and explain/explore information, needs,                  feelings, and ideas. 

•
Caucus: the mediation officer may meet privately with parties to discuss feelings, information,            and options. 
· The parties, with the mediation officer’s assistance, explore and refine workable solutions.

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 pursue arbitration. 
An ombudsman is an individual appointed to receive and resolve disputes through constructive communication and advocating for consensus and understanding.

Part 3: Code of Ethics, Arbitration Process
8.   Benefits of Mediation

Benefits of Mediation

· Mediation process is private

· The parties have complete control over the outcome

· The mediation officer is an experienced facilitator familiar with real estate practice and custom

· Low cost

· Improves 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, including the mediator’s and parties’ roles, voluntary outcome, neutrality, and confidentiality. 

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

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

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

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

6. Find solutions
The parties, with the mediation officer’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 pursue arbitration. 
Part 4:  Ombudsman Services
1.
Introduction
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slides.  Part 4 deals with the role of the Ombudsman, and how ombudsman services can help reduce and resolve ethics complaints.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slides 38-39
Lecture:  Ombudsman procedures are intended to provide enhanced communications and initial problem-solving capacity at the local level. All associations must provide ombudsman services to their members and members’ clients and customers consistent with Professional Standards Policy Statement #59, Associations to Provide Ombudsmen Services, Code of Ethics and Arbitration Manual.

Introduction

Boards and associations of REALTORS® are charged with the responsibility of receiving and resolving ethics complaints. This obligation is carried out by local, regional, and state grievance committees and professional standards committees.

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.

It is the belief of the National Association’s Professional Standards Committee that many ethics complaints might be averted with enhanced communications and initial problem-solving capacity at the local level. These ombudsman procedures are intended to provide that capacity.

Part 4:  Ombudsman Services
1. Introduction

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.
Part 4:  Ombudsman Services

2.
Role of the Ombudsmen

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slides.  Discuss the role of the Ombudsman and what situations are covered by ombudsman services.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Lecture:  The ombudsman’s role is primarily one of communication and conciliation, not adjudication. Ombudsmen do not determine whether ethics violations have occurred or who is entitled to what amount of money, rather they anticipate, identify, and resolve misunderstandings and disagreements before matters ripen into disputes and possible charges of unethical conduct

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 would not be covered:

· 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. If an ombudsman were appointed to assist the parties, the ombudsman’s actions would be covered by the NAR insurance program.

· A buyer contacts the association for help with a short sale transaction. If an ombudsman assisted the buyer, the ombudsman’s actions would not be covered by the NAR insurance program.

· REALTOR® A contacts the association because they have reason to believe REALTOR® B has been criticizing their business on Facebook after a difficult transaction. If an ombudsman were appointed to assist the parties, the ombudsman’s actions would be covered under the NAR insurance program.

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.

Ombudsmen DO NOT
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 would not be covered:

	Ombudsman
Covered
	Ombudsman
NOT Covered

	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. 


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



	REALTOR® A contacts the association because they have reason to believe REALTOR® B has been criticizing their business on Facebook after a difficult transaction.


	


Part 4:  Ombudsman Services

3.
Involving the Ombudsman

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slides.  Describe the types of issues that Ombudsmen do and do not deal with. Explain the concept of “public trust” and what parties may do if the ombudsman process is terminated.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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▓ Slides 42-43
Lecture:  Boards and associations have considerable latitude in determining how and when ombudsmen will be utilized. For example, ombudsmen can field and respond to a wide variety of inquires and complaints, including general questions about real estate practice, transaction details, ethical practice, and enforcement issues. Ombudsmen can also receive and respond to questions and complaints about members; can contact members to inform them that a client or customer has raised a question or issue; and can contact members to obtain information necessary to provide an informed response.

In 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.

Where a written ethics complaint in the appropriate form is received, it can be initially referred to the ombudsman who will attempt to resolve the matter, except that complaints alleging violations of the public trust (newly defined in 2020 in Article IV, 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 and was expanded in 2020 to include all discrimination against the protected classes under Article 10 of the Code of Ethics, and all fraud.
In the event the ombudsman concludes that a potential violation of the public trust may have occurred, the ombudsman process shall be immediately terminated, and the parties shall be advised of their right to pursue a formal ethics complaint; to pursue a complaint with any appropriate governmental or regulatory body; to pursue litigation; or to pursue any other available remedy.

Part 4:  Ombudsman Services

3.
Involving 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:

· general questions about real estate practice

· transaction details

· ethical practices
· enforcement issues

· questions and complaints about members

Ombudsmen can also:

· 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

In 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 facilitate a mutually acceptable resolution.

What issues can ombudsmen NOT deal with?

Complaints alleging violations of the public trust (newly defined in 2020 in Article IV, Section 2 of the NAR Bylaws) may not be referred to an ombudsman.

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

· pursue a formal ethics complaint

· pursue a complaint with any appropriate governmental or regulatory body

· pursue litigation

· pursue any other available remedy

Part 4:  Ombudsman Services

4.
Right to Decline Ombudsman Services

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slide.  (Combine this lecture with the one on the following page.)
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  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.

Part 4:  Ombudsman Services

4.
Right to Decline Ombudsman Services

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.

Part 4:  Ombudsman Services

5.
Resolution of Complaints & Failure to Comply with Agreed Upon Resolution
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slide.  (Combine this lecture with the one on the previous page).
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____

PG, page 21
▓ Slide 44
Lecture:  If 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.

Part 4:  Ombudsman Services

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

Resolution of Complaints

If 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.

Part 4:  Ombudsman Services

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

( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the accompanying slide.
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  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 avoid the possible appearance of bias. Ombudsmen are, however, authorized to refer concerns that the public trust may have been violated to the Grievance Committee.

Part 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 avoid the possible appearance of bias. Ombudsmen are, however, authorized to refer concerns that the public trust may have been violated to the Grievance Committee.

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

Exercise:  Article 1, Case Study 1
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited. Remind participants about the specific Standards of Practice for Article 1.
NOTE: If time is limited, have groups do only one of the case studies for each Article or have participants work through all the case studies individually and debrief at the end. 
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Questions
(Answers indicated in boldfaced type.)

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

a. No, he's right. It'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.

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

Exercise:  Article 1, Case Study 1
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, I'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. It'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.

Part 5:  Summaries and Case Studies of Selected Articles of the Code of Ethics
Exercise:  Article 1, Case Study 2
Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 24-26
▓ Slide 49
Questions (Answers indicated in boldfaced type.)
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 1-6?

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.

3.
Under Article 3, as established in Standard of Practice 3-4, 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.

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

Exercise:  Article 1, Case Study 2

The small 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, "If 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-price offer wasn’t accepted, that listing broker John had reduced his commission to 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 1-6?

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

Exercise:  Article 1 Case Study 2 - Continued

3.
Under Article 3, as established in Standard of Practice 3-4, 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.

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

Exercise:  Article 2, Case Study 1
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.

( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 27-28
▓ Slides 50-51
Questions (Answers indicated in boldfaced type.)
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.

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.

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

Exercise:  Article 2, Case Study 1

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 contained 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 knowledge 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 annual advertising expenses during these years could reasonably be considered promotional expenses in establishing the business and need not be shown as annually recurring items.  
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 guarantee 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 he 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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Exercise:  Article 2, Case Study 1 – Continued
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.

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

Exercise:  Article 2, Case Study 2

( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 29-30
▓ Slide 52
Questions (Answers indicated in boldfaced type.)

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 from the Building Department.

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

c. No.  It 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.

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 promptly 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. "I 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 from the Building Department.

b. Yes.  Tom misrepresents the property information in the MLS.
c. No.  It 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.

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

Exercise:  Article 3, Case Study 1
( Facilitator’s Notes
Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.

( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 31-32
▓ Slides 53-54
Questions (Answers indicated in boldfaced type.)
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. Is 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. It 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.
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3. If 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 panel would 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.

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

Exercise:  Article 3, Case Study 1
Lucy is a listing broker who published an offer of cooperation and compensation in MLS for one of her listings, priced at $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.  Is 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. It 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.  If 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 panel would 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.

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

Exercise:  Article 3, Case Study 2
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.

( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 33-34
▓ Slide 55
Questions (Answers indicated in boldfaced type.)

1. Is 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.  It 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 1 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 controls 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.

Part 5:  Summaries and Case Studies of Selected Articles of the Code 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.  “I 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. Is 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.  It 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 1 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 controls 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.

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

Exercise:  Article 11, Case Study 1
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, page 35
▓ Slides 56-57
Questions (Answers indicated in boldfaced type.)

1. In addition to Article 11, which other Article might apply to this case?

a. Article 5

b. Article 10

c. Article 1

d. Article 2

2. Is Leo in violation of the Code?

a. Yes. He failed to do a market analysis when listing the home. In 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.

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

Exercise:  Article 11, Case 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. In 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. It 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. In addition to Article 11, which other Article might apply to this case?
a. Article 5
b. Article 10
c. Article 1
d. Article 2
2.  Is Leo in violation of the Code?
a. Yes. He failed to do a market analysis when listing the home. In 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.
Part 5:  Summaries and Case Studies of Selected Articles of the Code of Ethics

Exercise:  Article 11, Case Study 2
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, page 36
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Questions (Answers indicated in boldfaced type.)

1. As used in Standard of Practice 11-1, does Paul have a “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. Is Paul in violation of Article 11?

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

b. No, Paul provided 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.

Part 5:  Summaries 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 the equity.  The lending firm, ABC Mortgage, orders an appraisal for the property 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 the building has appreciated and decides to sell the property instead of refinancing it.
Because Sean likes how thorough REALTOR® Paul was with the appraisal process and knowing that he is a commercial broker, Sean hires Paul to represent him as his listing broker.  Within one week, an offer is made on the property and accepted. 
During the loan application, the prospective purchaser informs the new lender that the property was recently 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 about his “contemplated interest” as established in Standard of Practice 11-1.

Questions: 
1. As used in Standard of Practice 11-1, does Paul have a “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.  Is Paul in violation of Article 11?
a. Yes. Paul should have disclosed in the appraisal that he is a licensed broker.

b. No, Paul provided 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.

Part 5:  Summaries and Case Studies of Selected Articles of the Code of Ethics
Exercise:  Article 16, Case Study 1
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, pages 37-38
▓ Slides 59-60
Questions (Answers indicated in boldfaced type.)

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

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

b. Standard of Practice 16-4 (soliciting others’ clients).

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

d. All of the above.

2. Is Laura in violation of Article 16?

a. Yes, Laura's call to 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 deal with Sue's client Tony.

3. What was Laura's obligation?

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

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

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

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

4. Is Sue in violation of Article 16?

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

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

j. Sue is not in violation of Article 16, but she is in violation of Article 3 by refusing to cooperate with Laura.

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

Exercise:  Article 16, Case Study 1
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 office 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. “I 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, “I'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. Instead, 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: 
1. What Standard of Practice under Article 16 applies to this situation?
a. Standard of Practice 16-6 (discussions with others’ clients).

b. Standard of Practice 16-4 (soliciting others’ clients).
c. Standard of Practice 16-2 (general mailings).

d. All of the above.
2.  Is Laura in violation of Article 16?
a. Yes, Laura's call to 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 deal with 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.  Is Sue in violation of Article 16?
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.

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

Exercise:  Article 16, Case Study 2
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in their groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Questions (Answers indicated in boldfaced type.)

1. Identify the Standard of Practice that applies to this situation.
a. 16-2

b. 16-4

c. 16-13

d. 16-14

2. Is 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. It 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.
Part 5:  Summaries and Case Studies of Selected Articles of the Code of Ethics

Exercise:  Article 16, Case 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. Identify the Standard of Practice that applies to this situation.
a. 16-2

b. 16-4

c. 16-13
d. 16-14
2. Is 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. It 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.
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
1.
How do you use the Code of Ethics in your business? 
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the corresponding slide.  
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  You’ve just learned the history of the Code of Ethics and reviewed the structure and major categories of the Code. Now it’s time to learn how REALTORS® can incorporate the Code into their business practices. 

The Code of Ethics gives you a competitive advantage. It’s your guarantee to the customer that they are protected. REALTORS® should point out this benefit when working with buyers and sellers and remind them that as a professional REALTOR® you have agreed to abide by the tenets of the Code and in return, they will not only receive accurate, timely information but as a professional you will always demonstrate respect for them as individuals and put the clients’ interests first. The Code of Ethics is not only a tool REALTORS® use when working with clients, it’s also a tool that is key when training new agents and is a constant reminder throughout your career of the professional services you provide. 

Here’s how a few REALTORS® embrace the Code of Ethics.

Diane Disbrow, Tuckerton, New Jersey: “I use the Code of Ethics in my listing presentation because the public doesn’t always understand that there is a difference between a licensee who has to abide by the licensing laws of their state and a REALTOR® who not only has to do that but is also held to a higher standard of all the tenets within the Code of Ethics.”

Linda C. Lee, San Diego, California: “The Code of Ethics is the foundation of our business and our profession. I use it to educate my clients and colleagues.”

Bill Lublin, Philadelphia, Pennsylvania: “We constantly refer to the Code of Ethics in the training of our agents. I find it is easier to avoid problems by letting agents know what’s right before they begin. We always let the consumer know about our REALTOR® membership and explain to them how the Code of Ethics assists them in marketing or purchasing a property and assures them that they can rely on us to provide them with accurate information, put their interests before ours, and avoid conflict of interest. What sets us apart is that we tell the consumer the obligations that we voluntarily accept through the Code of Ethics when we become a REALTOR®.”

Dale Mattison, Bethesda, Maryland: “The Code of Ethics is a document that guides us through the landscape of real estate as it changes on a day-to-day basis.”

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
1.
How do you use the Code of Ethics in your business? 
· Provides a competitive advantage

· You have agreed to abide by the tenets of the Code

· Point this advantage out to customers
· REALTORS® always demonstrate respect for clients as individuals
· REALTORS® always put the client first

· A tool for training new agents

· Constant reminder of your professional services

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
2.
When do you look to the Code of Ethics for guidance? Part I
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the corresponding slide. (NOTE: this topic continues on the next page.)
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  You can use the Code of Ethics to model your behavior, and to help others enhance their behavior. There are situations that occur during the workday that might have you wondering how to handle them. It’s reassuring to know that the Code of Ethics helps you respond professionally.

Often, consumers don’t realize that it is in their best interest to work with one agent. They might question whether it’s a good idea to enlist several realtors so they “get the best deal.” They might even ask you what your opinion is of another realtor. How should you respond?  

Linda C. Lee, San Diego, California: “If a client asks you what you think about another realtor, let them know that REALTORS® show professional courtesy and respect and do not speak ill of other REALTORS®. You might want to provide that client with a list of questions they can use to determine who the best realtor is for them.”

Sometimes clients think it’s best to buy through the listing agent, so they get the best price. Article 3 of the Code “cooperation between realtors” assures other REALTORS® of your professionalism and respect for each other’s work and helps the client understand that you will always work to get a fair transaction.

Linda C. Lee shared that she has recently been helping a lot of Chinese buyers and they don’t always understand the Code of Ethics. She directs them to nar.realtor where they can find the Code in Chinese (simplified and traditional). Did you know it is also available in Danish, French, German, Italian, Japanese, Korean, Portuguese, Romanian, Russian, Spanish, Tagalog, and Vietnamese?

What about customers who know you personally and ask you about pocket listings? Once again, the Code can guide your response. REALTORS® have a duty to the property with 100% transparency. Putting the property on the MLS gives it the most exposure and it can be listed at the best price.

The new Standard of Practice 10-5 also provides guidance for modeling behavior both in the office and when working with clients. 

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
2.
When do you look to the Code of Ethics for guidance? Part I
· Situations arise that might make you question how to handle them—the Code provides you with a way to respond professionally.
· Customers who question whether they should work with more than one agent
· Customers who ask your opinion of another agent
· Customers who think it’s best to buy through the listing agent to get the best price
· Customers you know personally who inquire about pocket listings

· Personally, when assessing the use of discriminatory language
Some foreign buyers may not understand the Code because of language difficulties. The Code of Ethics is available on nar.realtor in the following languages:

· Chinese - Simplified (DOC: 137 KB) and Chinese – Traditional (DOC: 127 KB)
· Danish (DOC: 44 KB)

· French (DOC: 54 KB)

· German (DOC: 82 KB)

· Italian (DOC: 47 KB)

· Japanese (DOC: 40 KB)

· Korean (DOC: 227 KB)

· Portuguese (DOC: 70 KB)

· Romanian (DOC: 68 KB)

· Russian (DOC: 43 KB)

· Spanish (DOC: 50 KB)

· Tagalog (DOC: 46 KB)

· Vietnamese (DOC: 223 KB)

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
3.
When do you look to the Code of Ethics for guidance? Part II
( Facilitator’s Notes

Suggested Method of Delivery: Deliver a short lecture using the material below and the corresponding slide. (NOTE: this topic is a continuation from the previous page.)
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  The advent of social media brings a whole new set of challenges to REALTORS®. A recent addition to Article 12 guides REALTORS® to be honest and truthful in their real estate communications—including in social media and other settings. Using social media has become a vital tool for REALTORS® but they must understand the public nature of their statements. Standard of Practice 10-5 reminds us that when one REALTOR® posts discriminatory speech or conduct online, that content becomes reflective of REALTORS® as a whole. You should even remind your clients not to talk about properties they are interested in online as this innocent action might cause them to lose out on the property to another consumer who follows them online and acts on the purchase before them.

The Code of Ethics can also be employed when you question the workings of another agent.

Bill Lublin, Philadelphia, Pennsylvania: “When an agent becomes upset about an interaction with a cooperating agent, I refer them to the Code to determine if what has occurred is actually unethical, whether it’s considered unprofessional, or whether it was just an action that annoyed them.”

Finally, the Code is a reassurance to you as a REALTOR®. When you know that an agent supports and accepts the Code, it gives you peace of mind that all parties will be acting professionally.

Diane Disbrow, Tuckerton, New Jersey: “Abiding by the Code of Ethics means you are conducting your business with professionalism. One benefit of embracing the Code is that when I call another broker with an offer on their listing, they know that we are going to both work in the best interest of the client.”

When we all act professionally in our interactions with clients, it not only helps us individually, it helps the overall REALTOR® organization.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics (continued)
· Social media brings a new set of challenges to REALTORS®

· Article 12 of Code guides REALTORS® to be honest and truthful in all communication forms

· Standard of Practice 10-5 guides REALTORS® to refrain from using discriminatory language against protected classes

· You might question the workings of another agent

· Code provides reassurance among all REALTORS® that all parties will act professionally

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
4.
How do you promote your ethical duties as a real estate professional to consumers? 
( Facilitator’s Notes

Suggested Method of Delivery:  Deliver a short lecture using the material below and the corresponding slide.  
( Suggested Time:  5 minutes

Start time:
_____

End time:
_____
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Lecture:  How can REALTORS® make the public aware of their ethical responsibility? The Code of Ethics can be used as a marketing tool. It lets buyers and sellers know that you have agreed to abide by this standard of professionalism, and you will act in their best interest.

The Code of Ethics Pledge of Performance and Service is available in printable form at nar.realtor. It can be customized with your company name. You can use it for presentations and as a marketing handout. 

Diane Disbrow, from Tuckerton, New Jersey: “In every single email I send, my tagline includes a copy of the REALTOR® logo and says “My name is Diane Disbrow. I am a REALTOR®. I live by the Code.”

Another way to promote your commitment to professionalism in ethics is by displaying your REALTOR® pin. This little pin can stimulate conversation about the importance of the Code of Ethics and foster business when clients grasp the sincerity of your commitment. 

Bill Lublin, Philadelphia, Pennsylvania: “Wearing the pin proudly lets buyers and sellers know the Code of Ethics is an integral part of our company, our principles, and our culture.”

The Code of Ethics should be a key component in all your REALTOR® correspondence and marketing. This reminder of the REALTOR® commitment to professionalism since 1913 reinforces your own beliefs in professionalism and shares those beliefs with the public. 

Dale Mattison, Bethesda, Maryland: “The Code of Ethics helps to set us apart from the average practitioner—use it in email signatures, online advertising, social media campaigns, all advertising mediums.”

Finally, the REALTOR® brand is built on ethics and integrity. Discriminatory speech and conduct to the contrary deplete the strength of that brand. Demonstrating elevated standards in all speech and actions you engage in as a REALTOR® ensures the consumer of your dedication to excellence.
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
4.
How do you promote your ethical duties as a real estate professional to consumers? 
· Use it as a marketing tool
· Let buyers and sellers know you have agreed to this standard of professionalism
· As a REALTOR® you will act in the client’s best interest
· Pledge of Performance available in printable form at nar.realtor and can be customized

· Use the Pledge in buying and listing presentations
· Wear and display your REALTOR® pin
· Make the Code a key component of all professional correspondence

· Demonstrate elevated standards of conduct in all speech and actions engaged in as a REALTOR®

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
5.
A Pathway to Professional Conduct: Respect Starts Here Part I
( Facilitator’s Notes

Suggested Method of Delivery: Deliver a short lecture using the material below and the corresponding slide. (NOTE: this topic continues on the next two pages.)
( Suggested Time: 5 minutes

Start time:
_____

End time:
_____
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Lecture:  Real estate is a reputation business and the link between the Code of Ethics and professionalism is simple: COE = Professionalism = Success. Our business grows by referrals and it can take years to build a good reputation but just seconds to lose it. What you do today affects your business and your reputation for years to come.

The new Standard of Practice 10-5 is especially significant here. Imagine how quickly your reputation – and your business – would be diminished if you were to use discriminatory speech against protected classes. This includes speech said publicly on a social media business profile or privately on a personal one or in face-to-face conversations with others.

The NAR Professional Standards Committee created a tool called Pathways to Professionalism to ensure that members are versed on how to conduct themselves professionally in all situations. It should be noted that it is not all-inclusive and should be supplemented and guided by local custom and practice. In addition, it cannot form the basis for a professional standards complaint. 

Six Timeless Tips:

1. Follow the “Golden Rule.”

2. Show courtesy and respect to everyone.

3. Communicate with all parties in a timely fashion.

4. Always present a professional appearance—includes yourself and your car.

5. Be aware of and meet all deadlines.

6. Be aware of and respectful of all cultural differences.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
5.
A Pathway to Professional Conduct: Respect Starts Here Part I
Can take years to build a good reputation, but seconds to lose it.

Today’s actions affect your business and reputation for years to come.

Discriminatory speech against protected classes would quickly diminish your reputation.

NAR Professional Standards Committee created Pathways to Professionalism.
· Not all-inclusive

· Should be guided by local custom and practice

· Cannot be the basis of a professional standards complaint

Six Timeless Tips:
1. Follow the “Golden Rule.”
2. Show courtesy and respect to everyone.

3. Communicate with all parties in a timely fashion.

4. Always present a professional appearance.

5. Be aware of and meet all deadlines.

6. Be aware of and respectful of all cultural differences.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
6.
A Pathway to Professional Conduct: Respect Starts Here Part II
( Facilitator’s Notes

Suggested Method of Delivery: Deliver a short lecture using the material below and the corresponding slide. (NOTE: this topic is a continuation from the previous page and continues on the next page.)
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Lecture:  In terms of respect, REALTORS® should be cognizant of three areas (1) property, (2) the public, and (3) peers. Our image must focus on professionalism in each of these areas. As the protector of a property, it is your professional duty to care for it. 

RESPECT FOR PROPERTY

· Be responsible.

· Keep all members of the group together.

· Never give anyone unaccompanied access to a listed property.

· Enter property only with permission.

· Leave property as you found it.

· Contact listing broker immediately if something seems amiss with property.

· Be considerate of sellers’ property. Don’t let clients eat, drink, smoke, dispose of trash, use facilities, or bring pets without permission.

· Use sidewalks to protect landscaping.

· Remove footwear in inclement weather.
· Avoid cell phone distractions when showing property.

· Be alert to surroundings to avoid unexpected issues (such as owner being home during showing).

· If the owner is home during a showing, you should

· Ring the doorbell and announce yourself before entering the property.

· Be prepared to deal with the unexpected.

· Ask before using the telephone or facilities.

· Never criticize the property in front of the occupant.

· Inform occupants when leaving.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics (continued)

Three key areas of respect: property, the public, and peers.
Remember, you are the protector of that home.
RESPECT FOR PROPERTY

· Be responsible.

· Keep all members of the group together.

· Never give anyone unaccompanied access to a listed property.

· Enter property only with permission.

· Leave property as you found it.

· Contact listing broker immediately if something seems amiss with property.

· Be considerate of sellers’ property. Don’t let clients eat, drink, smoke, dispose of trash, use facilities, or bring pets without permission.

· Use sidewalks to protect landscaping.

· Remove footwear in inclement weather.

· Avoid cell phone distractions when showing property.

· Be alert to surroundings to avoid unexpected issues (such as owner being home during showing).

· If the owner is home during a showing, you should

· Ring the doorbell and announce yourself before entering the property.

· Be prepared to deal with the unexpected.

· Ask before using the telephone or facilities.

· Never criticize the property in front of the occupant.

· Inform occupants when leaving.
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
7.
A Pathway to Professional Conduct: Respect Starts Here Part III
( Facilitator’s Notes

Suggested Method of Delivery: Deliver a short lecture using the material below and the corresponding slide. (NOTE: this topic is a continuation from the previous two pages.)
( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Lecture:  The consumer gravitates to the trusted advisor who will take care of their needs. In addition, remember that the REALTORS® reputation is also at stake when working with agents from other companies. 

RESPECT FOR THE PUBLIC

· Identify your REALTOR® and professional status.

· Leave your business card unless prohibited by local rules.

· Encourage clients of other brokers to direct questions to that broker.

· Don’t tell people what you think, tell them what you know.

· Respond promptly to inquiries.

· Call if you’re delayed or need to cancel an appointment.

· Promptly explain situation to listing broker if a client decides not to view a listing.

· Communicate clearly—avoid jargon, slang, harassing speech, hate speech, epithets, or slurs
· Schedule appointments as far in advance as possible.

· Promise only what you can deliver.

RESPECT FOR PEERS

· Identify your REALTOR® and professional status.

· Promptly and courteously respond to other agents’ communications.

· Be cognizant of file sizes you send electronically as it might be a burden to the recipient.

· Notify listing broker if it appears there is inaccurate information on a listing.

· Share important information about a property, such as pets or a security system.

· Show courtesy, trust, and respect to other agents.

· Avoid inappropriate use of endearments or discriminatory language that may be culturally insensitive or identified as harassing speech, hate speech, epithets, or slurs.

· Do not prospect at other realtors’ open houses or events.

· Return keys promptly after a showing.
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Our Code of Ethics governs our professional conduct as REALTORS®. When you or someone else does something that could be deemed unprofessional, it impacts the public perception of ALL of us.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics (continued)

RESPECT FOR THE PUBLIC

· Identify your REALTOR® and professional status.

· Leave your business card unless prohibited by local rules.

· Encourage clients of other brokers to direct questions to that broker.

· Don’t tell people what you think, tell them what you know.

· Respond promptly to inquiries.

· Call if you’re delayed or need to cancel an appointment.

· Promptly explain situation to listing broker if a client decides not to view a listing.

· Communicate clearly—avoid jargon, slang, harassing speech, hate speech, epithets, or slurs.

· Schedule appointments as far in advance as possible.

· Promise only what you can deliver.

RESPECT FOR PEERS

· Identify your REALTOR® and professional status.

· Promptly and courteously respond to other agents’ communications.

· Be cognizant of file sizes you send electronically as it might be a burden to the recipient.

· Notify listing broker if it appears there is inaccurate information on a listing.

· Share important information about a property, such as pets or a security system.

· Show courtesy, trust, and respect to other agents.

· Avoid inappropriate use of endearments or discriminatory language that may be culturally insensitive or identified as harassing speech, hate speech, epithets, or slurs.

· Do not prospect at other realtors’ open houses or events.

· Return keys promptly after a showing.

The actions of a single REALTOR® affect the public perception of all REALTORS®.
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
8.
Case Study 1
( Facilitator’s Notes

Suggested Method of Delivery:  Direct participants to work through the case study in groups (three to six individuals recommended). Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.

( Suggested Time:  10 minutes

Start time:
_____

End time:
_____
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Questions
(Answers indicated in boldfaced type.)

1.
Olivia obviously makes several errors that violate the Code of Ethics. Based on Pathways to Professionalism, in which incident is Olivia displaying a lack of respect for her peers?
a. She allows Tom to look around the house without accompanying him.

b. She tracks mud into the foyer and leaves before cleaning it up.

c. She does not clean up her car before taking Tom to view properties.

d. She does not contact the listing broker because she has a lockbox access code.
2.
Using the guidelines in Pathways to Professionalism, list five guidelines Olivia violates in terms of respect for property. (Note: students may have additional guidelines that have been violated).
1. Never give anyone unaccompanied access to a listed property.

2. Enter property only with permission.

3. Leave property as you found it.

4. Remove footwear in inclement weather.

5. Be responsible.

Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
Exercise: Case Study 1
Buyer agent Olivia represents Tom. On March 18, she picks Tom up to view several properties.  Tom immediately notices that Olivia’s car is a mess. CDs, listing sheets, kids’ toys, food wrappers and coffee cups litter the floors and seats. “What can I say, I’m a busy agent with little time to clean my car”, she laughs to Tom. After clearing a place for Tom to sit, they drive off to the first showing. 

Agent Olivia found the first property in the local MLS. The showing instructions mention a lockbox on the property, and Olivia learns from another agent in her office that the sellers are out of town. Olivia does not contact the listing broker to show the property because she already has a lockbox access code. Just before entering the property, Olivia gets a call from her son’s school. She gives Tom the access code to the lockbox and tells him to take a look while she takes the call. After she hangs up, Olivia is surprised to see a dog running around the front yard.  Tom left the front door open and the owner’s dog got out. She manages to get the dog back inside. Then Olivia realizes she and the dog have tracked mud in the foyer. Frustrated and surprised by the dog being there, Olivia decides it might be best to take Tom to the next showing before she tracks mud throughout the home. She hurries Tom out of the house, without turning off the lights, locking the front door, or replacing the key in the lockbox. 

At the next property, the listing broker told Olivia to expect the seller to be home. Olivia knocks loudly – but no one answers. She uses the lockbox key to unlock the door. Before entering she announces that she and Tom have an appointment to look at the home. Hearing nothing, Olivia and Tom walk through the home, room to room. Once in the master bedroom, Olivia and Tom discuss the room’s features, and their own likes and dislikes about the owner’s decorating.  They hear noise from the master bath and realize the seller is in the shower. Embarrassed, Olivia and Tom hurry out of the property without speaking to the seller. 

While they were in the second home, it started to rain. Tom and Olivia are soaked by the time they get to Olivia’s car. In order to dry off and get comfortable, Olivia pulls into a nearby gas station and uses the bathroom to change into the gym clothes she’d worn two days earlier. She and Tom then head to the third and last showing for the day. On the way there, Tom tells Olivia that he’d rather skip the showing and just go home. She takes him home and continues on her day without cancelling the third appointment or changing her clothes.

Questions
1.
Olivia obviously makes several errors that violate the Code of Ethics. Based on Pathways to Professionalism, in which incident is Olivia displaying a lack of respect for her peers?
a. She allows Tom to look around the house without accompanying him.

b. She tracks mud into the foyer and leaves before cleaning it up.

c. She does not clean up her car before taking Tom to view properties.

d. She does not contact the listing broker because she has a lockbox access code.
2.
Using the guidelines in Pathways to Professionalism, list five guidelines Olivia violates in terms of respect for property. (Note: students may have additional guidelines that have been violated).
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
9.
Case Study 2
( Facilitator’s Notes

Suggested Method of Delivery: Direct participants to work through the case study in groups (three to six individuals recommended).  Time permitting, ask for feedback from each group’s spokesperson or debrief the exercise in “town hall” format if time is limited.

( Suggested Time:  10 minutes

Start time:
_____

End time:
_____

PG, page 48
▓ Slide 73
Questions
(Answers indicated in boldfaced type.)

1.
Taking into consideration the Pathways to Professionalism guidelines, what is Courtney demonstrating a lack of respect for when she and Max comment that the paint color in some rooms is dreadful?
a. the public

b. her peers

c. the property
2.
Of the many errors Courtney makes in this scenario, which incident demonstrates her lack of respect for the public?
a. Courtney does not account for traffic and she and Max are late for the showing.
b. During the open house, Courtney tells other people touring the home that she would be willing to work with them.

c. Courtney does not contact the listing agent when she knows she will be late for the showing.
d. Courtney faxes the offer and comparable properties in a 52-page packet to listing agent.
Part 6:  Pathways to Professionalism & Marketing the Code of Ethics
Exercise: Case Study 2
Buyer agent Courtney has been working with Max for several months. Max has high expectations, and Courtney hasn’t been able to find the right property for him. When 1101 Wellington hits the market, it looks like it could be the one. Courtney promises Max that she will schedule a showing right away – before anyone else. Unfortunately, she’s unable to reach the listing broker. The first opportunity for Courtney and Max to see the property is the open house on the following weekend.  Courtney and Max attend the open house. While there, Courtney tells several other people touring the home that she is an agent, and she would be willing to work with them. On their way out, Max runs into an old friend and they begin to talk. While waiting for Max, Courtney is approached by a woman she talked to in the house. The woman indicates that her agent couldn’t attend the open house, and that she had a few questions.  Courtney answers her questions to the best of her ability. 

The following day, Max wants to see the property again. He’s very interested. Courtney contacts the listing broker to set up another showing. The listing broker agrees to meet them at the property and indicates that the seller will be there, too. Due to terrible traffic, Courtney and Max are 45 minutes late. Courtney does not call the listing agent to let her know they are running late. At the property, Courtney, Max, and Max’s new puppy tour the home. Courtney is delighted at the prospect of Max submitting an offer.  While in the large great room, Max comments that he would paint the room a better color. Courtney responds, with the homeowner in a different room - but close enough to hear, “Yes, the colors in some of the rooms are dreadful.”  After they finish touring the home, Courtney thanks the seller and the listing agent for their time. 

The next day, Courtney receives an e-mail from the listing agent following up on last night’s showing. Courtney reads the e-mail but figures she’ll respond only if Max decides to make an offer. A week later Max decides to make an offer. Courtney faxes the offer along with numerous comparable properties to justify the purchase price (52 pages total) to the listing agent.

Questions
1.
Taking into consideration the Pathways to Professionalism guidelines, what is Courtney demonstrating a lack of respect for when she and Max comment that the paint color in some rooms is dreadful?
a. the public

b. her peers

c. the property

2.
Of the many errors Courtney makes in this scenario, which incident demonstrates her lack of respect for the public?
a. Courtney does not account for traffic and she and Max are late for the showing.
b. During the open house, Courtney tells other people touring the home that she would be willing to work with them.

c. Courtney does not contact the listing agent when she knows she will be late for the showing.
d. Courtney faxes the offer and comparable properties in a 52-page packet to listing agent.
