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NEW RULES ADOPTED 
COMMISSION ADOPTS CONTRACT RULES AND UPDATES TRUST ACCOUNT RULES 

.After conducting a pubhr hearing on April 
14, the North Carolina Real Estate Commission. 
pursuant to authority vested in it by the General 
Statutes of North Carolina, voted to adopt new 
rules concerning contract drafting and conuact 
forms, and to amend other rules dealing with 
uust account recordkeeping and time sharing. 
The new rules and amendments will go into et~ 
feet on Jul} 1, 1988, subject to final review of 
the Administrative Rules Revit>W Commission. 

The RCli Estate Co~on's Legal Couruel, ~­
rant Attorney Gencr:&l Thomas R. Miller, explain~ the 
proposal new rules and amendments at an April 14 
rulenuking hearins in Raleigh. 

Notice of the proposed new rules and amend­
ments was published in the last issue of the Real 
Estate Bulletin. In response, the Co~ion 
received many oral and written comments from 
licensees concerning the proposed rulemaking 
action. As a result of the comments received, 
certain changes were made to the proposed rules 
prior to their adoption by the Commission. 

FoUowing the ruletnaking hearing, Commission Vice· 
Chairrtlllll J. F.dw.ud Poole ronfm with James L. 
Bichsel, Executive Vice-President of the Notth Caro· 
tina Msociation of REALTORS, Inc. 

RULE A .0111 

DRAFI1NG LEGAL INS'IRUMENTS 

As adopted, Rule A. 0111 makes it clear that 
brokers and salesmen may nor draft offers. sales 
conuacts, leases, notes, deeds, deeds of trust 
md other documents which secure the legal 
rights of others. Licensees have always been pro­
hibited from the unauthorized praccice of law 
by Sc:ction 93A-6(aX I I) of the Real Estate Li­
cense uw. Of course, licensees may continue to 
assist their clients and customers in filling in the 
blanks of form offers to purchase, sales contracts 
and leases. In response to industry comment, 
the Commission added language to the rule ex­
pressly permitting brokers and salesmen to 
make notes and correspondence such as ''letters 
of intent" regarding negor.iations of a uansac­
tion, so long as such writings do not themselves 
conscirute binding conuacrs. The Commission 
also approved a suggestion that the rule express­
ly authorize licensees to use computer and word 
processing equipment to complete form con­
tracts. However, such equipment may not be 
used to draft original legal documents. 

RULE A .0112 

OFFERS AND SALES CONTRACTS 

Rule A .0112 will govern the offer to 
purchase and contract forms employed by real 
estate brokers and salesmen. To meet the 
minimum standards set by the rule , such forms 
will be required to contain provisions or blmks 
calling for the entry of certain information 
about the transaction. In response to concerns 
expressed by a number of brokers, the Com· 
mission revised the rule prior m adoption to 
clarify that although the incomplete form must 
contain cenain provisions, the buyers and sellers 
who use the form are free to alter, amend or 
delete the form's provisions as they sec: fit. 

The recently revised Offer to Purchase and 
Contract form (Standard Form No. 211987) 
jointly approved by the: North Carolina Bar 
Association and the Noeth Carolina Association 
of REALTORS, Inc. , more than satisfies the 
requirements of the rule. 

Brokers and salesmen should be aware that 
Rule A .0112 also prohibits the insenion into 
offer to purchase and rontract forms of any 

provision relating to the payment of rom­
pensation to any broker or salesman or real 
estate firm, or which attempts to didaim a 
licensee's responsibiliry for his repre5entations in 
a real estate transaction. 

RULE A .0107(e) 

HANDUNG M'D ACCOUNTING OF 
FUNDS 

The Commission voted to amend Rule A 
.0107(e) to substantially stiffen the require­
ments for UUst account bookkeeping. As 
amended, the rule will require brokers to record 
on deposit tickets infonnation identifying the 
property, parties and transactions for which 
funds 2re being deposited. When the ticket 
itself C2Jlnot accommodate the entry of this 
information, the broker must record it on a 
separate work-sheet for each deposit ticket:. 
Tickets and work-sheets must be retained for a 
period of three years. 

Under the amendmenrs adopted by the 
Commission, a broker is required to create: and 
maintain a separate ledger for each sales 
transaction and if a broker is in the propeny 
management business, for each owner for whom 
the broker acts as manager. The ledger sheet 
must show the parties, property and transaction 
and the amounts and purposes of deposits and 
disbursements. The broker must keep a running 
balance of the funds on deposit for c:ach sales 
transaction and for each owner of property man­
aged by the broker. 

The rule will also require brokers to maintain 
a journal or check stubs for their uust account 
and a running balance for the account. 

Most of the new requirements were once only 
suong recommendations in the Trust Aocount 
Guidelines. Rule A .Ol07(e) as amended 
will now make the recommended accounting 
practices mandatory. 

01HER AMEr..'DMENTS 

Rule A .0301 was amended to permit 
license application forms ro include general 
inquiries into an applicant's education, 
experience and fitness for licensure. 

Rule A .0506(a) was amended to clairify 
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MARCH 1988 
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Salesmen 579 
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Brokers 147 
Salesmen 489 
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REAL ESTATE INSTRUCTOR WORKSHOP 

The Real Estate Commission, in conjunction 
with the North Carolina Real Estate Educators 
Association (NCREEA), sponsored the Annual 
Real Estate Instructor Workshop in Raleigh on 
April 11 and 12. 

Sharon Montague of the Aslu:ville Professional School 
of Real Estate discusses rhe ~ problems assochlted 
with teaching adults. 

More than 1~0 instructors, members of 
NCREEA, and others interested in real estate 
education participated in the Workshop sessions 
which fearured expertS in a variety of education­
related topics, including: 

• ''The State Fair Housing Act ' ' - Daniel 
Addison, Assistant Director and Legal 
Counsel, North Carolina Human Relations 
Council 

• "Changes in VA Loan Program" - John 
KoivistO, Loan Guaranty Officer, Veterans 
Administration (Nonh Carolina) 

• "Teaching Sales Contract Completion" -
Thomas Miller, Assistant .Attorney General 
and Legal counsel, NC Real Estate Com­
mission 

• "Teaching Brokerage Operations Using a 
Project Participation Approach" -Richard 
Dupree, Instructor, Fonville-Moriscy Center 
for Real Estate Srudies 

• "Humor in Teaching Real Estate" -Herb 

Potter, Owner/Director , Century 21 Real 
Estate Academy 

• " lnsmmional Basics Seminar" - Sharon 
Montague . Owner / Director. Asheville 
Professional School of Real Estate; George 
Bell, Author and Instructor, Howard Perry & 
Walsron Real Estate School: and Ben Chole, 
Co-owner/ Director, Cascade Real Estate 
At-ademy, presented a practical seminar on 
adult learning and teaching methods. 

The keynote speaker, Julie Garton, of Coral 
Gables, Florida, conducted a practical two-hour 
session focused on ''Overcoming Classroom Pro­
blems, '' that was the highlight of the workshop. 

Evelyn Johnston, Education Coordirunor, updates the 
workshop participants on the Commission's education 
requirements. 

The Education Department staff presented 
updates on a variety of areas. Larry Outlaw, 
Director of Education and licensing, presented 
the Commission's outlook on mandatory con­
tinuing education and appraiser cenification. 
Evelyn Johnston, Education Coordinator, dis­
cussed school performance and instructor cer­
tification. And Miriam Baer, Examination Coor­
dinator, reviewed the Commission's in-house 
examination program as well as problem topics 
and planned changes in the licensing examina­
~- D 
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I TRUST ACCOUNT SHORT COURSE 
I Registration Form 
I 1. The Tru~t Ac,ounr Short Course is designed to bring pan iopanrs up to date on wrrent laws. rules 
I and procc·dures govcrmng the handlmg of cllem funds and to ;mist real estate firms in developing 
I good bookkeeping and rccordkeeping practiles . 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

2. Any real estate licensee, trust account bookkeeper or other person who handles real e~tate tru~t 
funds or accounts may attend . 

3. These free courses require 3·3 '11 hours to complete and are offered monthly in Raleigh at the 
McKimmon Center beginning ar 1:00 p.m. 

4. RegiSlration forms must be received in the Comm1ssion Office at least 10 days prior to the course. 
Registrations will be confirmed in wru ing givong registrants more detai led mformation con,erning 
the location and content of this course . 

I wish to attend the following Trust Account Shorr Course: 

O July 12 Cl August 16 0 September 20 

Name: . .. . . .. .. .. .. .. . .. . .. .. .. .. . . .. .. .. .. . .. . .. . .. . .. . .. . . .. .. . .. .. .. .. . .. .. . Phone: 

Address: .. . .. . .. . . .. .. . .. .. .. .. . .. . .. . .. . .. .. . .. .. . .. . .. .. . .. . .. .. . .. Cny .. . . .. . .. .. .. .. . Zip .... .... .. .... .. . 
Mail to: N.C. Real Estate Commission. P.O . Box 17100, Raleigh. N.C. 27619-i lOO. Attn : Ms. Hamm 
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APPRAISER REGULATION UPDATE 
It was reponed in the last issue of the "Real 

Estate Bulletin'' that the Real Estate Commis­
sion was considering recommending legislation 
to the North Carolina General Assembly to 
regulate pen;ons who appraise real estate in our 
State. Since announcing these plans in feb­
ruary, the Commission has met and discussed 
the issue of appraiser regulation with represen­
tatives of various appraisal and banking organ­
izations and with state and federal governmen­
tal agencies involved in appraisal-related ac­
tivities. The Commission has also consulted real 
estate licensing officials in other states, and 
Commission Vice-Chairman J. Edward Poole 
has met with Representative Doug Barnard who 
has inuoduced in Congress the "Real Estate 
Appraisal Reform Act of 1987" (H.R. 3675}. 

Real &ate Corlllrlimon CJWaru1n Gilbert L Boger 
addr= a March 17 meeting in Raleigh concerning 
the proposed legislation. 

In auendancc were appraisal and banking industty 
representatives and governmental adtninistr.uors in 
Raleigh. 

In addition, as previously announced in the 
"Bulletin," the Commission held a Forum in 
Raleigh on April 14 to afford interested persons 
an opponunity to comment on rhe issue of ap· 
praiser regulation. An overflow crowd of ap­
proximately 200 persons attended, giving the 
Commission members much valuable insight 
imo the concerns of persons and organizations 

which would be most ~ected by any govern· 
mental regulation of the real estate appraisal in­
dustry. 

Following is an excerpt of the opening 
remarks of Commission Executive Director 
Phillip T. Fisher at the Forum, outlining the 
O>mmission's effons to date in examining the 
many aspects of this complex issue and sum· 
marizing the basic concerns of the Commission 
and others with regard to the proper approach 
which should be taken to regulate the conduct 
of real estate appmisers. should it be determined 
that any regulation is warranted. 

Approximately 200 pcrsort~ attended a Forum on ap· 
praiser regulation conducted by the Commission on 
April 14. 

''The Commission has for some rime 
disc~d and considered whether a need 
exists for regulating, in some form or 
fashion, rhe real estate appmisal industry. 
Then, in November of last year, when 
Georgia Congressman Doug Barnard in­
troduced in Congress his 'Real Estate Ap· 
praisal Reform' bill, the Real Estate 
Commission accelerated its consideration 
of this issue; it being the position of the 
Commission that regulation of this activi­
ty might be a more proper role for state 
government rather than at the federal 
level. 

"First, the Commission staff drafted a 
bill calling for the 'voluntary cenifica· 
tion' of real estate appraisers. However, 
after much discussion and debate, the 
Commission determined that a 'volun­
tary· plan of regulation would simply not 
afford consumers adequate protection. 
For example, under 'voluntary certifica· 
cion,' if someone certified by the State as 
an appraiser were to render an appraisal 

REAL ESTATE APPRAISER MAlllNG UST 
As pon of us"""""""' SIUdy of the possobk I<JUbtJOn of Jn! CIUt< appralrn. the R..J Cut< Comrnmoon IS ananpung to a>mp<l< a tna1W11 

list o{ Nonh CaduJa cnJ CSUte lii!JPI.U!JCTh. 

lmuuaions 
If you p<·nutm Jn! <SUI< >l>l>l2isals for ocbon{o<h..ttr.n opnions o( .-.Juc fur pullllaS oC!isin& Jal ~ fur..Jror lea:). :ond !00 are pa.d a 

c .. or <>l.ry for )'OW approml ~ 
1. Enter )'OUr mal .,...,, la<mr number 10 the II"'"' J>IO"odro 
2. Encer )'OW n:omc :ond nwhng ~ Iii dllfen.-nc 6um chc rumoiadclca< $hmm. on )'OW "Bull<lin" mailin,lab<l), 

3. Cue olong chr don<d hnr :ond ltfllm "' che Commmiorc office. 

REAI.ESTATEBROKERORSAWMANUCENSENUMBER: -------------------

NAME 

COMPAI.'Io'Y 
NAME. 

MA!m;G 

ADD~=--------.,~~-.A~~~-.-,..~P~O~&-.~~--~~Dcy~l--~~~~~~--~la~p~)--------

MAIL TO: N C ReoJ Eaacr Comrr.-,n, P 0 Box l7100. JWccgh. N C. 2761'1·7100 
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in a blatantly improper or incompetenr 
manner, rhe Commission could merely 
remove the appraiser's right to rd'er to 
himself or herself as 'certified;' the ap· 
praiser could then simply remove the 
word 'certified' from his business cards 
and advertisements and continue ro per· 
form appraisals. Consequently, the Com­
mission scm us back to the drawing 
board to draft a bill which would require 
all real estate appraisers to be licensed by 
the Commission and would empower the 
Commission to remove from the busi­
ness, anyone who violates the Appraiser 
Licensing Act or the Commission's Rules. 

''On February 18, staff presented and 
the Commission tentatively approved a 
proposed bill calling for the licensure of 
appraisers. Notice of the Commission's 
decision ro consider the licensing of real 
estate appraisers was given in the l:~.!it 
issue of the Commission's newsletter, the 
'Real Estate Bulletin,' which was dis­
tributed to all pen;ons holding North 
Carolina real estate broker or salesman 
licenses. As a result, 325 persons re­
quested and were sent copies of the pro­
posed bill. In addition, copies were scm 
to all known real estate appraisal organi­
zations, associations, institutes and so­
cieties. 

"Many comments [more than 80 let­
ters] were received. The Commission also 
consulted with various appraisal organi­
zations, and the Nonh Carolina Associa­
tion of REALTORS, the N .C. Banker's 
Association, the North Carolina League 
of Savings Institutions, the Mortgage 
Bankers Association of the Carolinas, the 
Nonh Carolina Dc:panmenr of Revenue, 
the North Carolina Housing Finance 
Agency, the Veterans Adminisuation 
and the Department of Housing and Ur­
ban Development. The pwpose of this 
consultatior. was to obtain as much input 
as possible from persons who would be 
most affected by any regulation of the 
appraisal business. 

"Two schools of thought quick!)· 
emerged. On the one hand, cenain 
groups advocated a program of 'volun­
tary certification' of appmiscrs because 
they feared that the General Assembly, 
in its delibemtion of a licensing bill. 
would very likely require rhat all persons 
currently engaged in appraising be 
'grandfathered in:' that is, they would 
be allowed to obtain licenses without 
having to meet any education or ex­
perience requirements or pa&<> a written 
aamination. On the other hand, many 
persons who are currently engaged in the 
appraisal business supported the licens· 
ing approat·h for that very reason; that is. 
they felt that persons already in the 
business should be 'grandfathered in.' 
And therein lies the rub. 

"The Commission, still resolved that 

(Continued on Page 6) 



CALCULATING SQUARE FOOTAGE 
The Real Estate: Commission continues to 

receive many complaints against real estate 
brokers and salesmen who have made errors in 
measuring the square footage of buildings and 
structures being sold. 

Misreprc:S(:ntation of the actual square 
footage of propeny, whether intentional or 
negligenr, is a violation of the Real Estate 
Lcense Law which may result in discipline by 
the Real Estate Commission. In addition, such 
misrepresentation may subject the agent to civil 
liability if he: or she is sued by the adversdy af­
fected party. 

Consider the following scenario: The owner 
of a single-family house tells a listing agem with 
ABC Realty that hi~ house contains 1800 square 
feet. Although the listing agent bc:lieves from 
his "walk-through" inspection that the owner's 
representation of square footage is accurate, he 
does not personally measure rhe house and cal­
culate the square footage himself. Rather, he 
simply records "1800 square fc:c:t" on the listing 
form and places the listing in the local MI.S. 

The house is subsequently sold by a sales 
agent of XYZ Realty who, based on the MLS 
property data sheer, tells the buyer that the: 
house contains 1800 square feet. When the 
buyer moves into his house after closing, he 
discovers that the house is only 1700 square 
feet-100 square feet less than what was repre­
sented to him. The upset buyer then calls the 
selling agent, the listing agent. and perhaps 
ultimately the Real Estate Commission and his 
lawyer. 

Here, the listing agent, by failing to verifY the 
square footage, is guilty of making a negligent 
misrepresentation. His failure to verify is not ex­
cused by the fact that he viewed the house and 
believed the listed information to be accurate, 
nor by the fact that the discrepancy was not a 
particularly large one. The listing agent has a 
duty to either personally measure the house or 
use other reliable means to accurately determine 
the square footage. Reliable sources include 
either up-to-date blueprints or a current ap­
praiser's repon. The property owner is not a 
reliable source. 

The liability of the selling agent under the 
Real Estate Lcense Law depends upon whether 
he acted reasonably in relying on the listed data. 
In mher words, would a reasonably prudent 
agent have suspected that the square footage 
was incorrect and checked ro verifY the size of 
the house? If so, then the selling agent may also 
have bc:c:n guilty of negligent misrepresentation. 
No conclusive determination can be made based 
on the brief facrs provided in the above exam­
ple. Although other factors would have to be 
considered, it is doubtful that the selling agent 
could have reasonably been expected to detect 
an error of 100 square feet without actually 
measuring the house. Generally, the larger the 
discrepancy, the greater the likelihood of the 
selling agent being held accountable for not 
personally verifYing the square footage. 

Suppose the listing agent had measured the 
house and determined the square footage 
himself but had made a mistake, or had written 
down the wrong information on the propc:ny 
data sheet. An agent may also be guilty of 

negligent misrepreS(:ntation when the agent 
makes a mistake in compiling or communi­
cating information about a propeny. The test in 
this siruation is whether a reasonabl)· prudent 
agent would have made the mistake. If not. 
then the agent will be held accountable for his 
mistake and will be guilty of misrepresentation. 

Heated Living Area 

In order to properly determine the square 
footage of a home, the real estate agent must 
fust determine the "heated living area" of the 
home. The "heated living area" of the home 
consists of only those ponions of the home in 
which the occupants actually live and which are 
heated by the home's primary heating system 
(for example, the living room, den, kitchen, 
dining room, srudy, bedrooms, bathrooms, 
closets, pantry, foyer, utility room, and 
hallways). It includes the areas occupied by any 
stairwells, but excludes any floor space which 
has a ceiling of less than five feet. '·Heated liv­
ing area" docs not include a garage, carpon, at­
tic, unfmished basement, outside storage room, 
porch, balcony, or deck, whether or not any of 
these features are attached. 

When completing rhe propc:ny data sheet or 
otherwise communicating the square footage of 
a house, include only the square footage of the 
heated living area, as outlined above. The 
square footage of other fearures (such as the 
garage or attic) can be noted separately in the 
detail section or the remarks section of the pro· 
peny data sheet. 

The Measurement Process 

In order to accurately calculate the square 
footage area of a house, one should use the ex­
terior measurements of the heated living area 
whenever possible. If the house has a basic 
square or rectangular shape and has either one 
srory or two stories with the second story being 
the same size and shape as the first, then the 
measurement process is a matter of simple 
multiplication. But if the house is irregularly 
shaped, calculating the square footage becomes 
more difficult. 

For example, when a house has more than 
one floor or level and the levels are different 
sizes, you must fust calculate the area of the 
ground floor using exterior measurement5. 
Then, if the second floor cannot be easily 
measured from the ourside, you must measure 
the second floor from the inside, and add five 
(S) inches to the length and width measure­
ments for the thickness of each outside wall and 
inside wall. Finally, multiply the length of the 
second floor by the width to determine its area, 
then add it to the fust floor area to obtain the 
total square footage of the house. For a split­
levc:l house with three levels, it may be necessary 
to measure all three levels from the outside in 
the manner just described for measuring a se­
cond floor. 

Many houses arc not built in a srandard 
square or rectangular shape. If a house is 
L-shaped, the house can be "divided" by the 
agent into rwo rectangular boxes before com­
puting their areas. And if the perimeter of the 
house contains a number of offsets and projec-

tions, the agent may fmd it easier to simply (1) 
extend the outside measurements of the: struc­
ture uansfocming it into a rectangle or square. 
(2) calculate the total area of the rectangle or 
square, and (3) deduct the empty space from 
the tmal area. 

When measuring the square footage of a con­
dominium or townhouse unit , the thickness of 
outside walls and pany (shared) walls should be 
included, even if the unit owner does not legally 
own these walls. 1bis is done so that the square 
footage reponed for condominium and town­
house units will be comparable to that re­
poned for detached houses. When measuring 
such units, it may be necessary to measure from 
the inside for all floors, adding in wall thicknes..~ 
for outside walls. inside walls, and party walls, 
as appropriate. 

Recommendations 

Square footage is an imponant consideration 
to most home buyers. They use it as a tool ro 
compare one home ro another, often equating 
the size of the house to its value. It is, there­
fore, vety imponant that agents take great care 
in measuring and reponing square footage, 
keeping the following points in mind: 

Listing Agents-

1. Don't rely on the seller's statements to 
determine square footage - to be safe, 
measure it yoursclfl 

2. Take your time, double-check your 
computations, and proof-read both the 
listing sheet and the MLS sheet for 
accuracy. 

Selling Agent5-

l. When quoting figures from an MLS 
sheet or from some other source which 
you have not personally verified, iden­
tify the source of such infonnation to 
the prospective buyer to afford him 
or her the opponunity to verify it. 

2. Do not assume that the listed square 
footage is correct. Either measure the 
property yourself or otherwise satisfy 
yourself rhat the reponed square foot­
age has been accurately determined. 0 

:'1) 



Penalties for violations of the Real Ertt1te 
License lilw and Commission Rules and 
Regult1tions vary depending upon the par­
ticular facts and circumstances present in 
each case. Due to space limitations in the 
Bulletin, a complete descnption of such facts 
cannot be reported in the following 
Disciplinary Action summaries. 

"A" QUALITY REALTY OF THE 
PIEDMONT 'IRIAD, INC. (Greensboro) • By 
Consent, the Commwion reprimanded the 
corporation due to th~ negligent failure of one 
of ics employees to deliver a copy of a home 
inspection repon to the purchasers. 

BEACH HARBOUR ENTERPRISES 
(Carolina Beach) · By Consent, the Co~ion 
tevokc:d the rime .share: rqistratian ccnificate of 
Beach Harbour Enterprises effective March 1 , 
1988. The Commission found that Beach 
Harbour had engaged in a cotUSC of misman­
agement, misrepresentation, false promises in 
advenising, and improper conduct in the 
administration of rime share project sales 
operations, rental operations and the manage­
ment of a homeowners' association. 

KEllY H. BENNE'IT (Greensboro) • By 
Consent, the Commission suspended Mr. 
Bennett's broker's license for six months 
effective February 11 , 1988. The Commwion 
then suspended its Order aod placed Mr. 
Bennett on probation for one year. The 
Commission found that Mr. Bennett had assist­
ed a buyer and seller in adjusting cenain 
amounts paid by the seller without notifying the 
lender and the closing attorney and that he had 
failed to prepare a new dosing statement 
rdlecting the adjUStments. 

CARRIAGE MANOR CORPORATION 
(Bunn) · By Consent, the Commission fined 
Carriage Manor Corporation, developer of the 
time share project Carriage Manor, $3,000 
effective March 8, 1988. The: Commision found 
that Carriage Manor Corporation had failed to 
comply with the: Time Share Act and the: 
Commission's rules requiring the uansfer of 
down payment monies on time share purchases 
to an independent escrow account when a 
purchaser docs not rescind his purchase contract 
within the: ten-day rescission period. The 
Commission noted, however, that no member 
of the public had suffered any harm due to 
Carriage Manor's actions. 

CATHERINE D. COilL"lS (Cullov.ncc) -By 
Consent, the Commission suspended Ms. 
Collins' broker's license for six months effective 
April 8, 1988. The Commission found that Ms. 
Collins had failed to make trust account records 
available to the Commwion. 

MELANIE M. CUI.P (Charlotte) • By 
Consent, the Commission reprimanded Ms. 
Culp for acting as a real estate salesman without 
first notifying the Commission and activat:)ng 
her salesman's license. 

KARA SUE CUSCADEN (Raleigh) • By 

DISCIPLINARY ACTION 
Consent, the Commission suspended Ms. 
Cuscaden's salesman's license for six months 
effective April 7, 1988. Sixty days of the 
suspension are to be active and one )'Car on 
probation. The Commission found that Ms. 
Cuscaden had known that ccnain property 
being purchased was subject to an existing 
contract for conveyance of a utiliry easement 
across the propeny, but that she failed to inform 
the purchaser. 

D.M. & D .F .. INC. (Carolina Beach) • By 
Consent, the Commission revoked the corporate 
real estate broker's license ofD.M. & D.F., Inc. 
effective March 1, 1988. The Commission found 
that the corporation had engaged in a course of 
mismanagement. misrepresentation, false 
promises in advc.rtising, and improper conduct 
in the administration of time share project sales 
operations, rental operations and the 
management of a homeowners' association. 

RAY S. DEBNAM (Raleigh) • By Consent, 
the Commission suspended Mr. Debnam's 
broker's license for three years effective May 9, 
1988. Six months of the suspension are to be 
active and two years six months on probation on 
condition th:n he complete ccnain specified real 
estate: education. The Commission found that 
Mr. Debnam had failed to refund an earnest 
money deposit to a purchaser in a timely 
manner. The Commission also found in a 
separate transaction, that Mr. Debnam had 
failed to apply in a timely manner the proceeds 
from the sale of property to the seller's purchase 
of other propeny as promised. 

JAMES R. FRANKilN (Dare County) -The 
Commission suspended Mr. Franklin's broker 's 
license for one year effective May 1, 1988. The 
Commission then suspended its Order and 
placed Mr. Franklin on probation for one year. 
The Commwion found that Mr. Franklin, while 
previously licensed as a salesman and acting as 
agent for a seller in a rc:al estate transaction, had 
&iled to disclose to his supervising broker-in­
charge and to the seller, that he intended to 
acquire: an interest in the seller's property and 
that he had not, in fact, received all funds from 
the purchaser required under the contract of 
sale. 

CHARLES D. GAlliMORE; ACCORD 
MORTGAGE COMPANY, AUCTION AND 
REALTY (Concord) · By Consent, the 
Commission suspended Mr. Gallimore's 
broker's license and the corporate real estate 
broker's license of Accord Mortgage Company, 
Auction and Realty for two years effective April 
8, 1988. The Commission found that Mr. 
Gallimore had commingled and failed to 
properly account for trUSt funds. 

SAMUEL HAITH, JR. (Greensboro) · By 
Consent, the Commission suspended Mr. 
Haith's broker's license for six months effective 
February 11, 1988. The Commission then 
suspended its Order and placed Mr. Haith on 
probation for one year. The Commission found 
that Mr. Haith had assisted a buyer and seller in 
adjusting cenain amounts paid by the seller 
without notifying the lender and the closing 
attorney and that he had failed to prepare a new 

closing statement reflecting the adjustments. 

JAMES R. HANRATIY (Carolina Beach) -By 
Consent, the Commission suspended Mr. 
Hanrarcy's salesman's license for rwo years 
effective March 15, 1988. Two months of the 
suspension are to be active and two years on 
probarion. The Commission found that Mr. 
Hanrarcy had represented to prospective time 
share purchasers that they would receive a 
Savings Bond for arcending a sales presentation 
when he knew due the developer of the time 
share project would be unable to provide such 
bonds. 

TIIOMAS E. McFADDEN (Greensboro) ·By 
Consent, the Commission reprimanded Mr. 
Mcfadden for failing as broker-in-charge of a 
real estate: office to adequately supervise 
salesmen working at such office. 

MALCOLM A. MINTER (Charlotte) • The 
Commission suspended Mr. Minter's broker's 
license for eighteen months effective April 1, 
1988. 1be Commission then suspended its 
Order and placed Mr. Minter on probation for 
eighteen months. The CoromWion found that 
Mr. Minter had improperly conducted a real 
estate dosing in that he permitted the use of 
unJawfully prepared legal documents, he at­
tempted to explain ro the parties their legal 
rights under a "comract for deed," and he fail. 
cd to deliver true and accurate closing state· 
mcnts to the: sellers and buyers. 

Mr. Minter. in a separate proceeding, also 
consented to the imposition of a reprimand for 
failing to personal.ly and actively supervise two 
of his salesmen. 

GARY W . OWENS (Carolina Beach) - By 
Consent, the Commission suspended Mr. 
Owens' broker's license for sixty days effective 
February 1), 1988. The CoromWion found that 
Mr. Owens, while acting as broker-in-charge at a 
time share project , had failed to adequately 
supervise salesmen in his employ. 

RUBY LEE TUCKER (Fayetteville) . The 
Commission revoked Ms. Tucker's salesman's 
license effective April I, 1988. The Commission 
found that Ms. Tucker had advised a purchaser 
to falsely state on applications for home financ­
ing for two separate properties that the pur­
chaser would occupy the properties as his 
residence. The: Commission also found that Ms. 
Tucker did not fully disclose all of her uans­
actions to her supervising broker-in-charge and 
that she had failed to remit down payment 
funds tO a purchaser. 

GENERAL WILLIAM WASHINGTON 
(Greensboro) • By Consent, the Commission 
suspended Mr. Washington's salesman's license 
for ninety days effective June I, 1988. The 
CoromWion then suspended its Order and plac­
ed Mr. Washington on probation fur one year. 
The Commission found that Mr. Washington 
had negligently failed to deliver a copy of a 
home inspection rcpon to the purchasers. 

RICHARD E. WATSON (Greensboro) · The 
Commission revoked Mr. Warson's broker's 

(Continued on Page 6) 



APPRAISER REGULATION 
(Continued from page 3) 

licmsing afforded a greater measure of 
consumer protection, attempted to 
balance those opposing interests and con­
cerns wim regard to me: . grandfamer' 
question and to somehow satisfy the like­
ly concerns of the General Assembly by 
including a limited or qualified grand­
father provision in its bilL wherein the 
license examination requirement would 
only be waived for per~ms who have bad 
a certain amount of c:xperience in real 
estate appraising. 

"In addition to the major issue of 
'grandfathering,' we have also received 
comments and suggestions concerning 
oilier provisions of the February draft of 
the bill. In response to these comments, 
the February 18 draft was revised on 
March 22 and a copy of the 2nd draft 
together wim a summary of the changes 
was scm to the persons who had received 
the earlier draft and to various other per­
sons and organizations. 

"That brings us to today and to the 
fundamental questions whith remain 
before the Commission; namely, 
whether there exists a demonstrated, 
compelling need to regulate the real 
estate appraisal business in North 
Carolina, and, if so, what would be the 
most effective form of regulation from 
the standpoint of protecting consumers 
of real estate appraisal services?" 

Since the Forum, the Commission has met 
and considered the comments and viewpoints 
expressed by the many Forum participants and 
by persons who had submitted written com­
ments. Despite the many sincere and under­
standable concerns expressed by pttsons who 
have advocated a "no grandfarhering" volun­
tary certification program of regulation, the 
Commission continues to support the concept of 
mandatory licensing as a more effective means 
of enforcing a meaningful regulatory program 
for real estate appraisers. The Commission also 
recently approved several technical changes in 
the licensing bill which is currently under 
development. 

However, recognizing that many obstacles 
must be overcome in the passage of any propos­
ed regulatory legislation (including the necessity 
of demonstrating to the General Assembly in a 
convincing manner that there exists a clear need 
for such legislation), the Commission determin­
ed that the issue of appraiser regulation should 
be taken under advisement at this time pending 
further study. 

Your further comments concerning the issue 
of regulation of real estate appraisets should be 
addressed to the North Carolina Real Estate 
Commission, P.O. Box 17100, Raleigh, North 
Carolina 2761 9-7100. In addition. copies of the 
most recent (May 4. 1988) draft of the appraiser 
licensing bill under development by the Com­
mission are available without charge from the 
Commission office. And a uanscript of the April 
14 Forum is available for $36.50 per copy from 
Pace Reporting Service, P.O. Box 252, Cary, 
North Carolina 27512 (Phone 919/469-0199). 
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NEW RULES ADOPTED 
(Continued from page I) 

that a person licensed as a real estate salesman 
shall not act as a broker or act outside the 
mpervision of his Broker-In-Charge. 

Rule A .0611 was adopted to provide that 
licensees accused of misconduct in a notice of 
hearing may ftle a written response and that 
such responses and other pleadings in con­
tested cases must be in writing or made on the 
record during a hearing. 

Rule B .0501(c) and (d) were amended to 
correct a typographical error and to require a 
time share project broker to pay the purchaser 
ten day escrow monies directly to the project's 
independent escrow agent when the develo­
per is unable to give purchasers lien-free tide 
to their units within forty-ftve days of the 
contract date. Alternatively, project brokers 
in this situation may pay the escrow funds to 
the developer by check bearing a restrictive 
endorsement requiring deposit into the ac­
count of the independent escrow agent. 0 

COMMISSION OBTAINS 
RESTRAINING ORDER FOR 
UNLICENSED REAL ESTATE 

BROKERAGE 
The Real Estate Commission has obtained a 

Permanent Injunction in Wake County Super­
ior Court restraining Mario Scatliffe, Jr., from 
engaging in the practice of real estate brokerage. 
The Commission and Mr. Scatliffe entered into 
a Consent Order on April 13, 1988 in which Me. 
Scatliffe admitted to having engaged in real 
estate brokerage acts without being licensed by 
the Real Estate Commission. 

The Commission found that Mr. Scatliffe, 
while doing business at Prosperity Realty in 
Marshville, Nonh Carolina in 1986, submitted 
to the Veterans Adminisuation offers to pur­
chase real estate on behalf of others and received 
a brokerage commission for such services. Mr. 
Scatliffe also showed two other propenies to 
prospective purchasers and represented to others 
that he was a licensed real estate broker. 

Under the terms of the Consent Order and 
Permanent Injunction, Mr. Scatliffe is per­
manently restrained from acting or holding 
himself out to be a real estate broker until such 
time, if ever. as he is properly licensed by the 
Real Estate Commission. D 

DISCIPLINARY ACTION 
(Continued from Page 5) 

license effective March 2, 1988. The Com­
mission found that Mr. Watson had falsely 
represented to a purchaser that the purchaser's 
contract had been terminated and that the pur­
chaser's earnest money would be refunded. The 
Commission also found that, in an attempt to 
coerce the purchasers into dosing the trans­
action, he had failed to disclose the true facts 
concerning the condition of the property by dis­
toning the results of an inspection of the pro­
perty, which he had arranged, by the High 
Point Inspection Department. In addition, the 
Commission found that Mr. Watson, during a 
hearing before the Commission on the allega­
tions of misconduct, caused altered audio tapes 
of conversations between himself and the pur­
chaser to be played in an anempt to deceive the 
Commission. Mr. Watson appeah.·d the Com­
mission's decision to the Wake County Superior 
Court which reversed the Commission's Order. 
The North Carolina Court of Appeals on 
December 1, 1987 reversed the judgment of the 
Superior Court, and the North Carolina 
Supreme Court on February 27, 1988 denied 
Mr. Watson's Petition for Cerriorari. 0 

WHAT ISA 
CONSENT ORDER? 
Many of the administrative actions 

taken by the Real Estate Commission 
against a licensee are in the form of 
"Consent Orders." A Consent Order is 
sometimes prepared after the Commis­
sion has alleged that a licensee has engag­
ed in activities that constitute a violation 
of law. 

By signing a Consent Order, the 
licensee agrees to the imposition of cer­
tain disciplinary sanctions, such as repri­
mand or the suspension or revocation of 
his or her license. The usc of a Consent 
Order allows the Commission and the 
panics involved ro resolve a disciplinary 
proceeding initiated by the C,ommission 
without the time and expense 
necessitated by a formal adminisuative 
~ar~. 0 
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