THE CODE OF ETHICS:

Our Promise of Professionalism

The REALTORS® Code of Ethics
Member Education Program
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Course Objectives

Identify key aspirational concepts found in Describe the professional standards

the Preamble to the NATIONAL process for enforcing the Code of Ethics,
ASSOCIATION OF REALTORS® Code of including the duty to arbitrate

Ethics

Describe “general business” ethics, and Identify critical elements of due process
compare and contrast the REALTORS® as they relate to Code enforcement
Code of Ethics with business ethics,

generally

Describe the concepts established in Identify factors considered by hearing
Articles 1, 2,12, and 17 of the Code of Ethics panels in procuring cause disputes.

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

NATIONAL
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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.
o. Respect exclusive relationships.

7. Cooperate with other brokers.

8. Disclose present or contemplated interests in property.

0. 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.

1. Disclose financial benefits fromm recommending products/services.
17. Paint a true picture in advertising.

[H
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Ice-Breaker Answers

1. Make only truthful and objective statements. Article 15
2. Avoid the unauthorized practice of law. Article 13
3. Participate in professional standards enforcement. Article 14
4, Keep client funds in separate escrow accounts. Article 8
5. Receive compensation from one party only with informed consent. Article 7
o. Respect exclusive relationships. Article 16
7. Cooperate with other brokers. Article 3

8. Disclose present or contemplated interests in property. Article 5

O. Treat all parties honestly. Article 1

10. | Arbitrate contractual disputes. Article 17
11. Avoid using epithets or slurs against protected classes. Article 10
12. Make your “true position” known when presenting offers. Article 4
13. Be competent in your field of practice. Article 11
14. | Get transactional details in writing. Article 9
15. Disclose pertinent facts. Article 2

16. Disclose financial benefits fromm recommending products/services. Article 6
17. Paint a true picture in advertising. Article 12
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Pre-1900

No licensing of real estate practitioners

Speculation, exploitation, and disorder

Caveat emptor governed transactions.
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NATIONAL ASSOCIATION OF REALTORS®
Formed in 1908

Known then as the National
Association of Real Estate
Exchanges

NATIONAL
ASSOCIATION OF
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Code of Ethics Adopted in 1913

Established professional standards for conduct

First ethical code for business after medicine, engineering,
and law

Focused on:
Service to the public
Commitment to professionalism

Included “Duties to Clients” and “Duties to Other Brokers”
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ASSOCIATION OF
REALTORS®



The Code of
Ethics was the
basis for later-
adopted license
laws.
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The Code of Ethics:

Since its inception, the Code has required:

Arbitration of contractual disputes between/among
REALTORS®

Respect for other brokers' exclusive relationships with clients

Cooperation between/among REALTORS®
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Business Ethics,
NAR Code of Ethics,
and Pathways to
Professionalism
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Business Ethics

Industry codes
Company Policies
Individual moral values

Business ethics and legal
standards




REALTORS® Share One Common
Characteristic:

Regardless of real estate business specialty (such as appraisal,

property management, etc.), all REALTORS®
are bound by the Code of Ethics.

L
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Preamble to the
Code of Ethics
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Golden Rule

Whatsoever ye would
that others should do
to you, do ye even so
to them.
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Alleged violations of the
Preamble may not be
the basis for disciplining
a REALTOR®
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Structure of the Code of Ethics

Three Sections

Duties to Clients &
Customers

Duties to Other
REALTORS®

Duties to Public

NATIONAL
ASSOCIATION OF
REALTORS®




PG, Page 7

Structure of the Code of Ethics

17 Articles

Each section is comprised of Articles, which are
broad statements of ethical principles

Only Articles of the Code may be violated
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Structure of the Code of Ethics

Standards of Practice

Support, interpret, and amplify each Article

May not be charged, but may be cited in support of an
alleged violation

NATIONAL
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How the Code of Ethics Evolves

Amendments are made during the REALTORS® Legislative
Meetings and NAR NXT — The REALTOR® Experience.

Revisions require approval by the NAR Professional
Standards Committee and Board of Directors.

Interpretations and Procedures Subcommittee of the
Professional Standards Committee recommends many of
the changes.

NATIONAL
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Any change to an Article of the Code
must be approved by the NAR
Delegate Body.
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The Code and the Law

The Code of Ethics:

Must be reasonably construed with the law

Imposes duties above and in addition to duties imposed by
law or regulation

Restates certain fundamental legal principles
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Pathways to Professionalism

Three Sections

Respect for the Public

Respect for Property

Respect for Peers

NATIONAL
ASSOCIATION OF
REALTORS®
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Enforcement of the Code of Ethics

Every association is responsible for enforcing the Code.

This includes providing mediation and conducting ethics
and arbitration hearings.

Only REALTORS® and REALTOR-ASSOCIATES® are subject to
the Code.

NATIONAL
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Enforcement of the Code of Ethics

An association where someone holds membership OR gains
MLS access has jurisdiction to process ethics complaints and
arbitration requests filed against that individual.

Associations do NOT determine violations of law and
regulation.
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Association Dispute
Resolution

Option #1 - Informal
Ombudsman
Mediation

Option #2 - Formal
Ethics Complaints
Arbitration Requests
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¥ Informal Dispute
'~ Resolution

Ombudsman Program

Only available if offered by a
local association.

Voluntary process.

Ombudsmen may field and
respond to inquiries and
complaints, solicit responses, and
meet with disputing parties.

Disputants reserve the right to file
a formal ethics complaint.

NATIONAL
ASSOCIATION OF
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Role of the Ombudsman

The ombudsman’s role is primarily communication and conciliation,
not adjudication.

Ombudsmen DO:

Anticipate, identify, and resolve misunderstandings and disagreements
before matters ripen into disputes and charges of unethical conduct.

Ombudsmen DO NOT:

Determine whether ethics violations have occurred or who is entitled
to what amount of money.

NATIONAL
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Ombudsmegn can help repair breakdowns in
communication and develop acceptable
resolutions between disputing parties.
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Informal Dispute Resolution Mediation

Voluntary process, unless the Association (at its discretion)
requires its REALTOR® members to mediate per Article 17.

Enabling bylaw provisions (found in Article VII of the NAR

Model Bylaws for Local Member Boards) must be adopted to
mandate mediation.

NATIONAL
ASSOCIATION OF
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Informal Dispute Resolution Mediation

Disputing parties meet with a mediator appointed by the
association.

Parties create a mutually acceptable resolution of the
dispute, rather than go before an arbitration hearing panel.

NATIONAL
ASSOCIATION OF
REALTORS®
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Mediation

Preferred dispute resolution tool by the REALTOR®
organization.

Must be available to all REALTORS®
May offer before OR after grievance committee’s review.

If offered before, must be offered again after the grievance
committee determines the matter is arbitrable and forwards

on to a hearing.

NATIONAL
ASSOCIATION OF
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Mediation

If a resolution is reached, parties signh an agreement containing the terms of the
settlement, and no arbitration hearing is held.
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Differences Between Mediation
and Arbitration

Mediation Arbitration

Low cost Moderate cost

Little delay Moderate delay

Maximum range of solutions Win / loose / split

Parties control the outcome Arbitrators control the outcome
Uncertain closure Definite closure

Maintains / improves May harm relationships
relationships

NATIONAL
ASSOCIATION OF
REALTORS®
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-

WHO can file an
ethics complaint?

NATIONAL
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Grievance Committee
in Ethics

Is there a POTENTIAL violation
of the Code of Ethics?
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Ethics Hearing Panel

Following a hearing, the panel decides whether the Code of
Ethics has been violated, proven through Clear, Strong, and

convincing evidence.
If a Code violation is found, then the panel also determines
the discipline.

NATIONAL
ASSOCIATION OF
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Authorized Discipline

Letter of warning

Letter of reprimand

Education

Fine, not to exceed $15,000

Probation of one year or less

Suspension of not less than 30 days, nor more than one year

Expulsion from membership for one to three years

Suspension or termination of MLS privileges

NATIONAL
ASSOCIATION OF
REALTORS®



The primary emphasis of
discipline i1s educational,
to create a heightened
awareness of and

appreciation for the Code
of Ethics.
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Filing an
Arbitration
Request

Arbitration is conducted under
Article 17 of the Code of Ethics
AND under a state’s arbitration
statute (if any).

Article 17 provides that
arbitration occurs under the
following circumstances...

NATIONAL
ASSOCIATION OF
REALTORS®
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Arbitration and Article 17

« Contractual or specific non-contractual disputes,
as defined by Standard of Practice 17-4

« Between REALTORS® (principals)
« Arising out of their relationship as REALTORS®

NOTE: Clients also may arbitrate with their REALTOR® principals.

NATIONAL
ASSOCIATION OF
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Grievance Committee in Arbitration

« |sthere an arbitrable issue?

(That is, a money dispute, typically concerning which REALTOR®
Is entitled to compensation in a transaction.)

W é’.\\
J‘I \ .\\-.
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Arbitration Hearing Panel

 Conducts full “due process” hearing.

« Comprised of members from an association’s professional
standards committee

« After a hearing, the panel decides which party is entitled to the
award, based on a preponderance of the evidence.

NATIONAL
ASSOCIATION OF
REALTORS®
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Payment of an Arbitration Award

 An unpaid award typically may be judicially enforced.

«  Some associations require that award monies be deposited with

the association, pending review of the hearing process or during -
a legal challenge.
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Arbitration Guidelines

Found in the Code of Ethics and Arbitration Manual.

Guide hearing panels in resolving arbitrable issues.

Focus primarily on procuring cause as the basis for resolving
mMost compensation disputes.

NATIONAL
ASSOCIATION OF
REALTORS®
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Procuring Cause Factors

No pre-determiners.

Consider the entire course of events.

Writing an offer, making the first showing, or an agency
relationship, in and of themselves, do not necessarily determine
procuring cause or entitlement.

NATIONAL
ASSOCIATION OF
REALTORS®
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Procuring Cause

The proximate cause, the cause originating a series of
events which, without break in their continuity, result in
the accomplishment of the prime object.

— Black’s Law Dictionary, Fifth Edition

NATIONAL
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Procuring Cause

[t Is the squirrel that shakes the
branch and not the squirrel that
gathers the nut.

- Arkansas Supreme Court

NATIONAL
ASSOCIATION OF
REALTORS®






Article 1

Protect and promote your client’s interests.
This obligation to your client is primary.
Treat all parties honestly.

Standard of Practice 1-2 defines terms such as “client”,

17 U

‘customer”, “agent”, and “broker”.

[H
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Article 1 Case Study

(Based on Case Interpretation #1-26)

DATA RESEARCH

KNDWLEDGE \ / ___— METHOD

SUBIJECT CAS | ———&RITERIA
EVIDENCE

CDNCLUSIDN

1
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Article 2

« Avoid exaggeration, misrepresentation, and concealment of
pertinent facts about the property or the transaction.

 No obligation to discover latent defects, matters outside the
scope of license, or matters confidential under agency or non-

agency relationships.

NATIONAL
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Article 2 Case Study

(Based on Case Interpretation #2-7)

DATA RESEARCH

KNDWLEDGE \ / ___— METHOD

SUBIJECT CAS | ———&RITERIA
EVIDENCE

CDNCLUSIDN

1



Article 12

 Requires truth and honesty in ALL real
estate commmunications.

TRIUITA

NATIONAL
ASSOCIATION OF
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Article 12

Be honest and truthful in real estate communications.

Present a “true picture” in advertising, marketing, and other
representations.

Ensure that your status as a real estate professional is readily
apparent in advertising, marketing, and other representations.

NATIONAL
ASSOCIATION OF
REALTORS®
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Article 12 Case Study #1

(Based on Case Interpretation #12-17)

DATA RESEARCH

KNDWLEDGE \ / ___— METHOD

SUBIJECT CAS | ———&RITERIA
EVIDENCE

CDNCLUSIDN
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Article 12 Case Study #2

(Based on Case Interpretation #12-19)

DATA RESEARCH

KNDWLEDGE \ / ___— METHOD

SUBIJECT CAS | ———&RITERIA
EVIDENCE

CDNCLUSIDN

1
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Article 17

REALTORS® (principals) must arbitrate contractual and
specific non-contractual disputes, as defined by SOP 17-4.

Clients may invoke mandatory arbitrations with their
REALTORS® (principals).

REALTORS ® are obligated to cause their firms to arbitrate.

NATIONAL
ASSOCIATION OF
REALTORS®
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Article 17 Case Study #2

(Based on Case Interpretation #17-1)

DATA RESEARCH

KNDWLEDGE \ / ___— METHOD

SUBIJECT CAS | ———&RITERIA
EVIDENCE

CDNCLUSIDN

1
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When to Look at the Code; Using the
Code in all Communications

The Code of Ethics is a great risk reduction tool.

Let buyers and sellers know REALTORS® have agreed to the highe
standards established in the Code of Ethics, as compared to license law.

REALTORS® will act in their client’s best interests.

Use the Pledge of Performance in buying and listing presentations
(available at nar.realtor).

Wear and display your REALTOR® pin, explaining REALTORS® are
committed to professionalism since 1913.

Make the Code a key component in all professional

NATIONAL
correspondence. m ASSOCIATION OF
REALTORS®



Pathways to Professionalism

Three Sections, including 30 professional courtesies

Respect for Public

Respond to inquiries promptly; show courtesy and respect.
Respect for Property

Leave the property how you found it; also, avoid eating, drinking,
smoking or using facilities (unless given permission).

Respect for Peers

Notify the listing broker if there appears to be inaccurate
Information in the listing, and remember real estate is a
reputation business. What you do today may affect your
reputation and business for years to come. m A O AL N OF

REALTORS®



Case Study #1

(Based on Pathways to Professionalism)

DATA RESEARCH
KNOWLEDGE \ / METHOD
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Case Study #2

(Based on Pathways to Professionalism)
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KNOWLEDGE \ / METHOD
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The REALTORS® Code of Ethics

Code of Ethics and Standards of Practice

of the NATIONAL ASSOCIATION OF REALTORS®
Effective January 1, 2020

Where the word REaLTons® is used in this Code and Preamide, it shall be
deemed to inchude REaLTeA=ASSCCITEYS.

‘Wil the Code of Ethics establishes obigatians that may be higher than
those mandated by law, in any instance whora the Cods of Ethics and the
law confilct, the ol i the law must take

Preamble

Under allis the land. Upon its wise utiization and widely allocated ownarship
depend the surival and growth of fres intitutions and of our civijzation,
ReaiToRs® should recognize that the interests of the nation and its citizens
raquire the highest and best usa of the land and the widest distribution of
land ownership. They require the creation of adequate housing, the buikding
of lunclioning cilise, the develspment of productive induslries and larm,
and the praservation of a heakthful enviranmant,

Such interests impese obligations beyond those of ordinary commeree,
They impose grave social responsibility and a patriotic duty to which
ReaTors® should dedicate themselves, and for which thay shoul be
dikgent in preparing themselves, AEaLToRS®, therstors, are zeakous to
fmaintain and improve the standards of theit calling and share with thair
felow FiEaLrcms* a common responsiblity for its intagrity and honer.

In racagnition and appreciation of thair cbligations to dients, customers,
the public and each other, R=sitors® continucusly strive o became and
reman informed on issues alecting real estate and, as knowlesgeatle
professicnals, fay willingly shara the fru of their exparience and study with
athare. Thay idantiy and taka stegs, Swough anforcemant of this Gode of

Elhies and by asssting qulatory 1o ebminate pracii
which may damage the public or which might dEscredit or bring dishoner te
theraal REALTOAS® having of

conduct that may viclete the Code of Ethics Invelving misapgropriation of
chanl o custormer lunds o progerty. willud diseriminalion, o Iraud resuliing
in substantisl economic harm, bring such matters to the attantion of the
appropriate Board or Association of REnToRs", (Amended 1)

bast iMerests of those who utlize their servicas, REALToRS® urge axchusive
representation of dients; do not atiempt o gain any unfair advantage over
d

heoepling this standard as their cwn, ReacTors® pledge 1o observe ils spirl
in all of their activites whether conducted personally, through associates
or athers, or via technological means, and to conduct their business in
accardance with the tenets sat forth balow, {Amended 107)

Article 1

‘When representing a buyer, seller, landlord, tenant, or cther chient as an
apent, ReaLToRs* pledge themsalves 1o protect and promota the intarasts.
ofthair chent, Thiz obligatien te the dient le primary, but it does not refieve
REsLToAS* of their obligation to treal all parbes honeslly, When serving
& buyer, seller, landlord, tenant or ciher party in & nonagency capacity,
FEsLTcAs® remain obfigated 1o treat al parties honsslly, (Amended 1/01)

- Standard of Practice 1=1
AEaLToRS", when acting as principals in & real esiate Iransaction, remain
ctkigated by the duties imposad by the Gode of Ethics, {Amanded 1/53)

* Standard of Practice 1-2
The duties imposed by the Code of Ethics encompass all real
eslate=relatad aciivibes and ransacions whether conducted in person,
elecironically, of through any other means,

The duties the Code of Ethics imposss are applicable whethar ReaLTos®
are acting as agenls or in legally recognized normagency capaciies
excapt that any duty impased exdusively on agents by law or regulation
shall not b impesed by this Cade of Ethics on ReALToss® acting in
nommagency capacties,

Aaused in this Code of Ethics, "dient” means tha person(s) or entity(les)
with whom a ResLToR® or @ ReaLToR™s fim has an agency or legally

i gensy relati P “custome ™ iy % a raal
‘estaa ransaction who receives information, sarvices, or benefits but has
no contractusl relationship with the REALTOR® of the FEALTOR™S firm,
“prospect” muans a purchaser, seller, tenant, or landlerd who is not
subject to a reprasantation relatianship with the REALTOR® or REALTOR®'S
firm; “agent® means & real estate foenses (indudng brokers and sales

thair ; anid they raérain ki sbout
sther practitioners. In Inetancas whese thelr opinien le sought, of whare
Reaitons® babave that commant is necessary. their epinion is ofered in an
objectiva, p marmar, any pe

patential advantags or gain,

The term ReaLToR® has come to connate competency, feimess, and high
Integeity resulting trom adherence to a |ofty ideal of moral conduct In
business relafions. No inducement of proft and no instruction from dients
aver can juslity departurs from this ideal

In the interpratation of this cbligation, REaLrons® can take ne salor guide
than that which has been handsd dovn through the canturies, embodied
in the Golden Rule, “Whatsoever ye would that athers should do to you,
do yo aven sa to them.”

i acting in an agency i s defined by state baw or
regullation; and *broker” means a real estats canses (inchiding brokars
and sabes assaciates) acting as an agent or in a legally recognized
nonmagency capacly, (Adopled 1/85, Amandad 1/07)

* Standard of Practice 1x3
REALTORS*, in attermpling o sacure a sting, shall ot deliberataly misead
the owner as to market vallue,

* Standard of Practice 1-4
REnLToRs", when a shall
ot mishend buyers of lananis &5 to savings or alher benefts that might
b realizod hrough use of the REsLTaR"'s senvices, (Amanded 1/83)

* Standard of Practice 1-5
ReaLtons® may represent the sellerfandord and buyerfienant in the

NATIONAL
ASSOCIATION of
REALTORS*

PG, Page 30

Protects the buying and selling
public.

Promotes a competitive real estate
marketplace.

Enhances the integrity of the
industry.

Is OUR promise of performance.

Is OUR promise of professionalism.

NATIONAL
ASSOCIATION OF
REALTORS®
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YOU.
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