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The Commission 
members and staff 
extend their deepest 
sympathies to those 
who suffered from 
the tragic events of 

September 11} 2001. 
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Proposed Rule Changes Affect 
Business, Education Practices 

Following is a summary of proposed amendments to 
Real Estate Commission rules. Copies containing the 
complete text can be obtained from the Commission of 
flee prior to the rule-making hearing. 

The 
Road To 
A RUle Property Management 

1. Require that all rental property management 
agreements be in writing. /..eiJrn abevt 

tJJe 
process of 
tieveloping 

and amendiifg 
' rl:)/es. (See 

Page4) 

Owner Association Management 
2. Establish a record keeping standard for licen

sees who act as custodians of property owner associa
tion monies. 

Transaction and 
Trust Account Records 

3. Allow licensees to keep electronic or imaged 
copies of cancelled trust account checks in lieu ofthe 
original checks. 

(See Proposed, page 5) 

Agency Rules, Home Inspections 
Focus of 2001-02 Update Course 

By Larry A. Outlaw, Director of Education and Licensing 

All real estate licensees are re
quired to attend the 4-hour Real Es
tate Update continuing education 
course, as well as one 4-hour con
tinuing education elective course, 
each license period in order to re
new their licenses on active status. 

The Update course is developed 
by the Real Estate Commission and 
addresses completely different top
ics each year. 

Purpose of Course 
The purpose of this mandatory 

CE course is to assure that all active 
licensees receive instruction on re
cent changes in laws, rules and pro
cedures affecting real estate prac-

tice and on other topics or problem 
areas of special importance. 

The 2001-02 Real Estate Up
date Course is now being offered 
around the state by Commission
approved sponsors and instructors. 
The topics covered include: 

0 Revisions to Commission 
Rule on Agency Agreements and 
Disclosure (effective July I , 200 I); 

0 Home Inspections; and 
0 Update on Agent's Respon

sibility for Reporting Residential 
Square Footage. 

Readers are referred to the arti
cles on pages 8 and 9 of the Bulletin 

(See Update Course, page 6) 
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New to the Commission 

Robert L. Forshaw 
has been appointed 
Publications Officer 
for the Commission. 
lie has worked as a 
journalist. in commu

nications wath marketing agencies 
and corporations and in performing 
arts administration in Houston and 
as a licensed real estate salesperson 
in Connecticut. 

Appointments 

Mary Frances 
Whitley, Director of 
Administration, was 
elected Vice Presi
dent of the Southern 
District of the Asso

ciation of Real Estate License Law 
Officials. The district consists of 13 
states, Puerto Rico and the Virgin 
Islands. 

Rt•a/ Estati! Bullc?tin. Fall 2001 

To request a speaker f rom the 
Commission, please submit the 
"Request for Program Presenter" 

form, which is available by calling 
Fax-on-Demand at (919) 850-
2757 for Document No. 510. 

Appearances 

Thomas R. Miller, Legal Coun
sel, Patricia M. Sullivan, Legal 
Education Officer, and Pamela R. 
Rorie, Continuing Education Offi
cer conducted Update Course In
structor Seminars in Raleigh and 
Charlotte. 

Thomas R. Miller, Legal Coun
sel, and Miriam J. Baer, Assistant 
Director of Legal Services, served 
on a panel addressing property 
management issues and presented a 
program on "Hot Topics" at the 
North Carolina Association of 
REAL TORS® annual convention at 
Myrtle Beach. 

Emmet R. Wood, Director of 
Audits and Investigations, coordi
nated the Association of Real Estate 
License Law Officials' Advanced 
Investigator Workshop held in Aus
tin, Texas and spoke on Using the 
Internet for Investigating. 

Emmet R. Wood, Director of 
Audits and Investigations, and 
Gary R. Caddell, Auditor/ 
Investigator Training Officer, 
taught the Basic Trust Account Pro
cedures Course at the North Caro
lina Association of REALTORS® 
annual convention at Myrtle Beach. 

Miriam J. Baer, Assistant Di
rector of Legal Services, spoke to 
the Greenville-Pitt Association of 
REAL TORS® on topics of general 
interest and taught Contract and 
Agency Law, Identifying False 
Documents and Identifying Secret 
Profits at the Association of Real 
Estate License Law Officials ' Ad
vanced Investigator Seminar in 
Austin. 
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Hamilton Reappointed 
For Third Term 

Sang J. Hamilton, Sr., of Win
ton, has been reappointed to the 

Commission by Gov
ernor Michael F. 
Easley for a new 
three-year term ef
fective August 1, 
2001. 

Commission chairman during 
2000-01, Mr. Hamilton was origi
nally appointed by Governor Hunt 
in 1995 and then to a second term 
in 1998. 

He is a Production Engineer 
with Newport News Shipbuilding in 
Newport News, Virginia. 

Q&A 
FdliSWiflQ is"an e'Xce·rpt ftom 

Questions hnd ~~swels on: 
i:iendGs. & ToVvrt/1dtlses: 

Q: What's tne difference ba
fw~n a cqnd01 aoo a town 
11ause1 

A:· _€(;m-ao unll owners G~n 
ttra ipsiae of~ h~Jr unf~. 1' WF1-
n-ous}' owners 0WJ'I tl\e a_Dm
R_lefs untt; fl'1~1ufflng '&Kmrlqr 
~ and the tand an wnich 
ttfe t.~Oit fS ttutlt. Every ®rufo er 
townllouse develo-pment also I 

has "eommon areas" ot tha 
prQPerty (recreatran areas, 
sidewalks. ~a~kifl@ lals; etc.). 
Condo· owners share ewner
ship rJtthe eemmen areas Witt'! 
other own.er~ WhU.e common 
aff}as' in toWhhoose develop
ments a're useJ!IIY QlWtl~a by 
the ha.hieowners• · associatibn
for ta t;lanant -and use of unlt 
0WAB~ 

December 12 All meetings, unless otherwise noted, begin at 
9 a.m. and are held in Raleigh in the 
Commission's Conference Room at 1313 
Navaho Drive (27609). Occasionally, 
circumstances necessitate changes in meeting 
times and locations. 

January 8 

February 13 

2001-2002 REGISTRATION FORM 

BASIC TRUST ACCOUNT 
PROCEDURES COURSE 
MONTHLY ~RALEIGH 

CONTINUING EDUCATION ELECTIVE CREDIT FOUR HOURS 
TIME: 1:00-5:00 P.M. 
LOCATION: MCKIMMON CENTER AT NCSU 
TUITION: $45.00 

Each session is limited to 40 participants. scheduled 
according to the date the registration information is re
ceived. 

The fastest wav to register is online at www.ncrec. 
state.nc.us. Otherwise, complete and mail this fonn 
with a check for the tuition fee to the NC Real Estate 
Commission at the address below. Receipt must be no 
later than seven (7) days prior to the date of the pre
ferred session. (Make additional copies, if needed.) 
Walk-ins accepted on a space available basis only. 

0 NovemberS 

D February5 

D December4 

D March 5 

0 May7 

0 January 15 

April* 

Name ________________________________ __ 

Addffi~--------------------------------

City 

Phone __ ,........,.....,......,.--::,....,....--
lndude ARia Code 

State 

Broker Salesperson 

(Lie# ______ _ 

Zip 

Bookkeeper 

*The Basic Trust Account Procedures course is not held during 
April because of the Spring Trust Account Caravan (seep. 10). 

Mail to: NC Real Estate Commission, Audits and Investigations 
Division, P. 0. Box 17100, Raleigh, NC 27619-7100 

~~••••••~~++++++++= ~•~••••~>~+ •+••~~ ~o,•oc~+•~c ~·~ o • •• ~~+•+++++ 

' + 
! Registering online is easier, faster. Just have your ! 
{ credit card information and license number available. ~ . .. 
i~~ •• ~~········· ·· ·········· ···~~ -··· ·······~~ 4 •• '~·~···,···~~ ·· 
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The Road To A Rule 
BJ' Pame(tl J • ,Uilfwurd. A~,·oduttt Legal Cmmsel 

Proposed amendments to Real 
Estate Commission rnles are re
ported beginning on page one. This 
is but one step in the yearlong proc
ess of mlemaking. How that proc
ess works is described here. 

B otb North Carolina law and 
the Commission's rules 

govern the conduct of those in
volved in the real estate field. 

!, Commissjon approves [UJelll,aklng 

2. Nottee published in NC Reg~ter 

While laws spell out the broad 
requirements governing licensees' 
activities, rules give specific details 
for licensure and conduct. 

Real estate law is set out in 
Chapter 93A of the General Statutes 
ofNorth Carolina. Section 93A-3 of 
the statute says, "The Commission 
shall have the power to make rea
sonable bylaws, rules and regula
tions .... " And so the Commission 
does, codifying them under Chapter 
58, a number derived from North 
Carolina Administrative Code, Title 
21, Occupational Licensing Boards. 

The rules cover a variety of top
ics including the activities of appli
cants, licensed individuals and 
finns, pre-licensing and continu
ing education schools, course 
materials and instructors, timeshare 
projects and hearings before the 
Commission. 

As a real estate licensee, you are 
required to understand the import of 
these rules and how to apply them 
in the business. You also have a 
voice in their development with the 
opportunity to be heard during the 
nearly year-long developmental 
process. 

Illustrating this article are the 

steps involved in the development 
of rules. With publication of this 
Bulletin in October, Step 6 - the 
Commission's public hearing - will 
be next. 

Generally, suggestions for rules 
come from licensees, members of 
the public, local Boards of REAL
TORS®, ongoing Commission re
view or in response to statutory 
change or public necessity. Once 
proposed, rules must go through a 
specific process before adoption by 
the Commission. 

First, the Commission publishes 
notice of its intent to amend its 
rules in the North Carolina Regis
ter, published twice monthly by the 
Office of Administrative Hearings. 

The Register contains notices 
and texts of proposed rule changes 
by any of the state's regulatory 
agencies and boards. 

3. OSBM fl5~1 review 

4. Local gov&nment tmpact revJew I 

Next, proposed rules must be 
evaluated for their fiscal impact. If 
a rule amendment will bring about a 
substantial economic impact on a 
·state level, then a fiscal note must 
be prepared and approved by the 
Office of State Budget Management 
before rulemaking may continue. 
Similarly, if a rule will impact local 
government, then it is sent to the 
North Carolina Association of 
County Commissioners and the 
North Carolina League of Munici
palities for review. 

The Commission then publishes 
the text of the proposed rule 
changes in the Register and invites 
comment at a public hearing. As a 
result of that comment, further 
changes may be made to the pro-

Real Ertate Bulletin. Fall :?00/ 

posals before the final text is ap
proved. 

Once final text is approved, the 
Commission sends the text to the 
Rules Review Commission, an in
dependent board created by the leg-

5. NC Register publishes text 

islature to give a preliminary review 
of proposed changes in rules by 
North Carolina's regulatory agen
cies. The Rules Review Commis
sion may approve the rules outright 
or may request that certain changes 
be made before submission to the 
General Assembly, the final stage 
in the rulemaking process. 

If any member of the General 
Assembly objects to new rules, the 
member may submit a bill to stop 
passage. If no action is taken on the 
rules by the 31st legislative day or 
the day of adjournment, whichever 
is earlier, then the rules are adopted 
and published in the Administrative 
Code. 

The North Carolina Real Estate 
Commission encourages its licen
sees and the general public to par
ticipate in the rulemaking process 

7. Commission approves rules 

by attending the public hearing or 
by sending written comments or 
suggestions to the Commission's 
Rules Coordinator at the Commis
sion office at anytime prior to the 
hearing. 
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Proposed Rule Changes 
Continued from page I 

4. Clarify that real estate transaction records must 
be retained for three years from the conclusion 
of the transaction. 

Vacation Booking Fees 
5. Permit licensees to pay fees to travel agents for 

vacation bookings. 
Broker-in-Charge Course 

6. Clarify that all active brokers who are brokers
in-charge (including sole practitioners) must take 
the Broker-in-charge Course. 

-Real Estate Commission 
Payments and Fees 

7. Allow all payments to the Commission to be 
made electronically, and clarify that electronic 
signatures are permitted for particular submis
sions. 

8. Increase the license renewal fee to $40 (now 
$35). [Effective July I, 2002] 

9. Authorize the Commission to discipline licen
sees who do not provide proper payment for fees 
owed to the Commission. 

Schools, Instructors, 
and Courses 

10. No longer require schools to obtain advance ap
proval from the Commission to change instruc
tors. 

II. No longer require private real estate schools to 
submit quarterly reports to the Commission on 
courses conducted and students enrolled. 

12. Establish standards for pre-licensing course pro
viders for securing their examinations and han
dling students who cheat on examinations or as
signments; and clarify the weight of and passing 
requirement for course examinations. 

13. Reduce to one hour (now two hours) the length 
of videotapes which must be submitted by appli-

cants for pre-licensing instructor approval. 
14. Codify the application process for new instruc

tor applicants. 
15. Simplify the options for qualifying as a con

tinuing education Update Course instructor. 
16. Clarify the completion requirements for dis

tance education study. 
17. Require continuing education course sponsors 

to submit their reports to the Commission elec
tronically or on diskette. 

Other 
18. Make technical changes to the Residential 

Property Disclosure Statement. 
19. Allow the Commission to close Recovery 

Fund cases which do not mature in a timely 
manner. 

20. Allow persons with out-of-state licenses to en
roll in the broker course. 

21. Correct references to 30-hour courses. 

Unless otherwise indicated, the rule changes would 
become effective July I, 2002. Anyone interested in 
the Commission's proposals may present comments at 
a public rule-making hearing to be held at 9:00 a.m., 
November 14,2001 at the Real Estate Commission Of
fice, 1313 Navaho Drive, Raleigh, NC. Written com
ments not presented at the hearing should be delivered 
by the hearing date to: 

N.C. Real Estate Commission 
P.O. Box 17100 
Raleigh, NC 27619-7100 

WAYS THE COMMISSION WEB SITE MAKES THINGS 

FASTER AND EASIER FOR YOU! 

1. Renew your license online in minutes. 
2., Change your residence and emai l 

address, phone and fax numbers. 
3. Check on your completed contin uing 

education credits. 
4. Plan class attendance with the frequently 

updated continuing education schedule. 
5. Print text of Commission publications. 
6. Pbn class attendance and register on l ine 

w ith the complete Broker-in-Charge 
course c;chedule. 

7. Register forth~ Basic and Resort Trust 
Account courses. 

8. Download any of 20 forms. 
9. Research past issues of the Bulletir. 
1 0 . Purchase rosters of new licensees and/ 

O( ~tppl itants . 

Real Estate Bulletin, Fall 2001 5 
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Bookmark This 

REAL ESTATE COMMISSION 
Handy Reference List 

1313 Navaho Drive 

P. 0. Box 17100 
Raleigh, NC 27619-7100 

[pi}{]@[J:t][§ 
919/875-3700 

(Area Code 919) 

Administration 877-4217 

Audits/ 877-4218 
Investigation 

Education/ 877-4216 
Licensing 

Legal Services 877-4220 

Records 877-4221 

[?~a@[f:Jo@rn:~£~@) 
919/850-2757 

www.ncrec.state.nc.us 

All @ncrec.state.nc.us 

Executive exec@ 

Administration admln@ 

Education/ ecluc@ 

Licensing 

Au dits/ al@ 

Investigation 

Legal Servi ces legal@ . 
Records records@ ] 

J 
: 
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Update Course 
Continued from page 1 

concerning the first two topics 
listed above. The previous edition 
of the Bulletin included a reprint 
(with comments) of the section of 
the Commission's Residential 
Square Footage Guidelines booklet 
that addresses an agent's responsi
bility for reporting square footage. 

Working With Buyers 
The revised rule on agency 

agreements and disclosure was ef
fective July 1. Licensees should 
attend the Update course at their 
earliest opportunity to learn about 
using the new required Working 
with Real Estate Agents brochure 
and when they may work with buy
ers based on an oral agency agree
ment. The instruction on home in
spections is especially interesting 
and should prove helpful to licen
sees struggling with this very trou
blesome area of real estate practice. 

Licensees may obtain a schedule 
of CE course offerings from the 
Commission either by accessing the 
Commission's website 
(www@ncrec.state.nc.us), calling 
the Fax-on-Demand line (919/850-
2757) or calling (919) 875-3700 to 
request that a schedule be mailed. 

Licensees Must 
Report Convictions 

Rule A.0113 requires any licen
see who is convicted of a misde
meanor or felony or who has disci
plinary action taken against him or 
her by any other professional li
censing board to file a report with 
the Real Estate Commission. 

The reporting requirement in
cludes convictions for driving while 
impaired ("DWI"). The report must 
be filed within sixty (60) days of 
the final judgment or board action. 

If you have questions about this 
rule, please call the Commission's 
legal division at 919-875-3700 for 
more information. 

Real E.ftate Bulletirl. Fall 200/ 

Register, renew, rev1ew 
do all ~f this faster and 

eas.ier 0nline at the 
Commlssiods Web site, 
www.ncrec.state.nc~us. 
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You can also print this form from 
the Commission Web site (www. 
ncrec.state.nc.us). Just follow 
the directions below: 

1. Click on "Farms" on the 
Home page. 

w:p 
"T·-~--·-·:.:.;.-~ 

•·--~ .. -y 
~·~~ ..... ~l[tli:ll~'..._ ,... ................ ,.,. ..... ,~ ..... 

\lli!III.W o~I ..... A(....,,...... 
a.-.t....., ' ft"' UIIIII:JI~ 

2. Click on "Real Estate Com
mission Publications Order 
Form" 

-.----- . .. 2 ..J.. ;a ..!. • .;!.. .:!. ~ -~ ~ . 4 .... t!....!,. 

il 

li . . --~ 

..... ~-
::-..:;.y;n;f•M
~ .. 

r~ - .__, ___ h-=-=· =-·==·--=~· 

3. PAINT OUT the form after 
its image appears in Acrobat 
Reader. 

REAL ESTATE COMMISSION 
PUBLICATIONS ORDER FORM 

Residential Square Footage Guidelines 
(One free copy per agent per firm; $.65 each additional copy.) 

Working With Real Estate Agents 
(One free copy per agent per firm; $.20 each additional copy.) 

Amount Enclosed: $ -,----:---
Checks only. We cannot take credit card orders for publications. 

The following publications are free of charge: 

Residential Property Disclosure Statement and Guidelines 
(Please limit request to one copy; duplicate as needed. Also avail
able on the Commission's Web site.) 

Questions and Answers On: 

Fair Housing 

Tenant Security Deposits 

Condos and Townhouses 

Purchasing Coastal Real Estate in North Carolina 

Renting Residential Real Estate 

Home Inspections 

Spanish Translations 

Trato Con Agentes de Bienes Raices 
(Working With Real Estate Agents) 

Preguntas y Respuestas sobre: (Questions and Answers on:) 

Vivienda Justa 
{Fair Houstng) 

El Deposito de Seguridad del Inquiline 
(Tenant Security Deposits) 

Alquiter de lnmuebles para Viviendo 
(Renting Residential Real Estate) 

Quantity 
Requested 

~-----------------------------L__)~~----~ 
Name Phone (include area code) 

Street Address (NOT P.O. BOX) 

City State 

Please allow two weeks for delivery. 

Return the completed form to: 
North Carolina Real Estate Commission 

ATTN: Publications 
P. 0 . Box 17100 

Raleigh, NC 27619-7100 

Real Estate Bulletin, Fall 2001 
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Update ~course Reviews Home Inspections 
.By Patricia M. Sullh•an. Legal Edut:atiot• Offic·er 

R 

A frequent source of contro
versy among licensees and 

parties is the issue of what is and is 
not subject to a home inspection 
and request for repairs under most 
standard Offers to Purchase and 
Contract. 

One of several recommendations 
which emerged from a special 
Horne Inspection Advisory Com
mittee convened during the summer 
and fall of 2000 was that the Com
mission develop a course to en
hance licensees' understanding of 
the requirements, obligations and 
duties of both real estate licensees 
and home inspectors in the home 
inspection process. The 
lengthiest section of 
this year's Up-
date materials 
is devoted to the 
issue of home inspec
tions, to which in
structors may de
vote up to 100 
minutes of class 
time. 

The Home Inspection section of 
the Update materials attempts first 
to acquaint real estate licensees 
with the statutes and rules creating 
and governing the North Carolina 
Home Inspector Licensure Board, 
the agency which licenses and regu
lates home inspectors. The home 
inspector licensure rules are re
printed as an appendix to the mate
rials and several terms, such as 
"home inspector," "home inspec
tion," and "residential building," 
are defined in the initial pages. 

Inspectors' Duties 
The materials summarize a 

home inspectors' duties under their 
governing rules, the purpose and 
scope of home inspections, items or 
matters on which home inspectors 
are not required to report, actions 
they are not required to take, items 
and systems which they are re
quired to inspect and what they 

must report thereon, the standard or 
test utilized by home inspectors, 
and comments concerning their 
code of ethics. 

Having reviewed what home in
spectors are and are not required to 
do under their rules, the focus then 
shifts to a discussion of inspection 
and repair clauses in Offers to Pur
chase. The language of Paragraph 
12 of the standard Offer to Purchase 
and Contract formulated by the 
North Carolina Association of 
REAL TORS® in conjunction with 
the North Carolina Bar Association 
is utilized. 

What is and is not in
cluded in and/or 

meant by the 
pro vi-

sions of Paragraph 12(b ), (c), (d), 
and (e) is briefly discussed, as well 
as whether one should expect the 
various Paragraph 12 conditions to 
be revealed by a home inspection. 

Licensees also are reminded that 
while Paragraph 12(b) allows a 
buyer to request that the seller re
pair conditions which fall within 
Paragraphs 12(b) or (c), under Para
graph 12(d) the seller either may 
agree or refuse to make any repairs, 
at which point the ball returns to the 
buyer's court and the buyer must 
decide whether to accept the prop
erty "as is" or terminate the transac
tion. Of course the parties, after 
following the procedure set forth in 
Paragraphs (b) and (d), may then 
negotiate other terms as to what 
each is willing to do, if they wish, 
rather than the pure "yes" or "no" 
contemplated by Paragraph 12(b) 
and (d). 

&•a/ EMcll~t Bulll!tin. Faf/200/ 

A discussion of the source of 
potential problems follows the re
view of the contract inspection/ 
repair clauses. These sources in
clude the different standards man
dated by the home inspector licen
sure rules versus the sales contract 
standard (which is not as broad as 
the home inspector standard), and 
variance in the quality and detail of 
home inspection reports (there is no 
standard reporting form at this 
time). 

Unreasonable Expectations 
Failure to understand both a 

home inspector's duties as to what 
they must inspect and report under 
their rules, and what legitimately is 
encompassed within the inspection/ 
repair clause of the applicable sales 

contract (Paragraph 12 in 
our example) renders a 
licensee ill-equipped to 
adequately prepare his 

or her client, particu
larly buyers, for the 
results of the home 
inspection and may 

well lead to unreasonable expecta
tions on the client's part. 

For example, rarely, if ever, 
would it be appropriate for a buyer 
to demand that a seller repair every
thing noted in the home inspection 
report. 

Conversely, there may be as
pects of a property in which a buyer 
is interested, such as the condition 
of outbuildings or in-ground swim
ming pools, on which home inspec
tors under their rules are not re
quired to inspect or report. These 
may be omitted from their home 
inspection report unless specifically 
agreed to in the employment con
tract with the buyer-client. 

Additionally, these items may 
not be covered by the standard lan
guage of Paragraph 12 and thus 
may not be subject to a legitimate 
repair demand by the buyer, unless 

(See Inspections, page 9) 



New Agency Rules Allow More Flexibility 
By Patricia ,',-J, Sullivan. Le~:al Education Officer 

As most licensees hopefully 
are aware by now, Rule 

A.Ol04 governing agency disclo
sure and agreements was amended 
effective July 1, 2001. These recent 
changes and how to implement 
them in one's brokerage practice are 
the focus of the first section of the 
Commission's 2001-2002 Real Es
tate Update course, to which in
structors will devote approximately 
eighty minutes of classroom in
struction. 

The primary two changes in 
Rule A.0104 are: 1) eliminating the 
lengthy "Description of Agent Du
ties and Relationships" which was 
part of every agency agreement and 
2) allowing agents to work with 
buyers under an oral buyer agency 
agreement for a limited period of 
time. 

Consumer-Friendly Brochure 
The previous lengthy 

"Description'' has been replaced by 
a more consumer-friendly brochure 
entitled Working with Real Estate 
Agents that must be reviewed with 
every buyer or seDer at first sub
stantial contact. 

Providing this Working with 
Real Estate Agents brochure to all 
customers in a real estate sales 
transaction is mandatory. There is a 
tear-off panel that agents are to 
complete and have signed by the 
customer to acknowledge receipt of 
the brochure. However, this ac
knowledgment panel is not a con
tract, which is clearly written in 
boldface at the top of the panel. 

The brochure is intended to ful
fill only the disclosure require
ments of Rule A.O I 04 and assist li
censees in explaining the various 
agency relationship options a cus
tomer may have; it is not a substi
tute for a listing agreement, a buyer 
agency agreement (oral or written), 
or a dual agency agreement. 

The only form the brochure does 
replace is the Disclosure to Buyer 

from Seller's Agent or Subagent. In 
place of this one-page form, the 
agent, after reviewing and discuss
ing the brochure's contents with a 
potential buyer customer, may 
merely check a box at the bottom of 
the tear-off panel indicating that the 
agent will be working with the 
buyer as a seller's agent or sub
agent, rather than as a buyer's agent. 

''Providing this Working 

with Real Estate Agents 

brochure to all customers 

in a r~at estate sales 

transaction is mandatory." 

In all instances, the customer re
tains the brochure and the agent re
tains the tear-off panel for his/her 
records. 

The other primary change in 
Rule A.0104 was to allow agents to 
work with a buyer under an oral 
buyer agency agreement for a lim
ited period of time. This is an op
tion available to licensees; it is not 
mandatory. 

If an agent or firm decides that 
they wish to continue requiring 
written buyer agency agreements 
from the inception or formation of 
the relationship, they may do so. 
However, they now have the flexi
bility of allowing their agents to 
work with buyers under an oral 
buyer agency agreement during the 
initial stages of the relationship, for 
reasons further explored in the Up
date course. 

Non-Exclusive Agreements 
An additional caveat is that all 

oral buyer agency agreements 
must be non-exclusive; in other 
words, oral buyer agency agree
ments may not restrict the buyer's 
right to work either independently 
or with other agents and may not 
bind the buyer to the agent for any 
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time period. 
Oral agreements may be termi

nated by either the agent or the 
buyer at any time. The buyer 
agency agreement must be reduced 
to writing no later than the time 
the agent prepares an offer on the 
buyer's behalf. If the buyer refuses 
to sign a written buyer agency 
agreement prior to presenting the 
offer to the seller, then the agent is 
prohibited from tendering the o.ffer 
to the seller or seller's agent as a 
buyer's agent. 

The Agency section of the 200 1-
2002 Update materials explains 
briefly how and why Rule A.Ol04 
arose, the perceived problems or 
tensions the old rule created be
tween licensees and customers, the 
text and substance of the July I, 
2001 rule revisions, how subsec
tions (a), (c), (d) and (e) interface 
with each other, and how to imple
ment and apply these revised sec
tions in one's real estate brokerage 
activities. Licensees are encour
aged to take this year's Update 
course sooner, rather than later. 

Inspections 
Continuedfrom page 8 

somehow brought within the Para
graph 12 provisions in the Offer to 
Purchase prior to its being tendered 
to the seller. 

The Home Inspection section 
ends with a discussion of three hy
pothetical home inspection reports, 
each containing five noted defects. 
Licensees are asked to decide which 
of the five defects in each hypo
thetical report would fall within the 
scope of Paragraph 12 and which 
fall outside its scope. 

9 
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2002 Trust Account Caravan Registration Form 
'Four t4'1 bullfli C!OorrnUII:ll!: educlU tun oredfl \. tll bc llwarded for ttimpl~:~titm of L:B.t.lh CUUI'llC 

----~----------~ 

J\sbll\ilk Rann;A·\·am·e .•INiuwillt: 1/ut~l. J 171llflf(l'i Wolfi Pltr.u 

§March 19, 2002 9 am - 1 pm Basic Trust Account Procedures 

l\ll.li.rcb 20, 2002 9 am- 1 pm Basic Trust Account Procedures 

March 21 , 2002 9 am- 1 pm Trust Account Procedures for Resort Property Managers 

G~eU'iibonJ Rmrullln lm•-Gri't'PI&bom.-lil]lfJrf 1(J~-A /bert Pick Road 

BApril 2 ,_ 2002 9 am- 1 pm Basic Trust Account Procedures 

Apnl 3, 2002 9 am- 1 pm Basic Trust Account Procedures 

Churflmc HilTon CJ,m•foTfi! t ·m-.'W.,II~· Plac(' '619 .1. Ji K, ,.,1, •. , D,.,,.d 

BAprll 4, 2002 9 am -1 pm Basic Trust Account Procedures 

April 5, 2002 9 am- 1 pm Basic Trust Account Procedures 

Bf!one (Juullu Inn . lppa!tJtfllon Cunfen.'m t ' Cc•lltt•r !i-19 Blm~·ing Rm::k Rmul 

BApril 9, 2002 9 am- 1 pm Basic Trust Account Procedures 

Apn1 1 0, 2002 9 am - 1 pm Trust Account Procedures for Resort Property Managers 

F11y~ttevlUc Hf)fftlu~ /Jin /Jo.rri~IJ/JJ. ,..,,r; 0 11 ~·n Drh•~: 

BApriJ 15, 2002 I pm- 5 pm Basic Trust Account Procedures 

April 16, 2002 9 am- 1 pm Basic Trust Account Procedures 

WUmlngrun Um.,((f l,rnt• (:./mH"l'IWQII Ce111m· _90/ Ntlll Srr:.ct11 

8 April 22, 2002 1 pm- 5 pm Basic Trust Account Procedures 

April 23, 2002 9 am- 1 pm Trust Account Procedures for Resort Property Managers 

Morehead City O'}'Mal C."tJcJ-~'1 C,"'i11lc Cullll'r. 3505 An•1uleiJ Street (Hig_llll,'{l.l' '11/) 

8 ApoJ 24, 2002 9 am - 1 pm Basic Trust Account Procedures 

April 25, 2002 9 am - 1 pm Trust Account Procedures for Resort Property Managers 

KID D~vU llill.\ Rommlolffll U11!er Brm~ /<tt:mrr & ( 'rm/iJ.rr!llca C.entF~'· I 701 Stmtll f 'IJ"gu(lfJ Dw'O Tmil 

QApril 30, 2002 9 am- 1 pm Basic Trust Account Procedures 

D May 1, 2002 9 am - 1 pm Trust Account Procedures for Resort Property Managers 

The fastest way to register is online at www.ncrec.state.nc.us. Otherwise, please complete this form (make copies for 
additional persons) and mail with a check for the $45 tuition fee. Each session is limited to 40 participants. 

NAME _________________________________________ PHONEl___j ______________ __ 

ADDRESS _______________________________________________________________ __ 

Street, P. 0 . Box City 

LICENSE NO. ___________ _ 

MAIL TO : Nortb Carolina Real Estate Commission 

ATT N: Audits and Investigations Division 

P. 0 . Bo.x 17100 

Raleigh, NC 27619-71 00 

Real Estate Bulletin, Fall 2001 

State Zip 

.. .. ··~··: ••••• • 
t save Time!. : 

Registering online is ! 
: easier, faster. Jus~ have o 

o your credit card mfor~ 
mation and license 
number available. • • 

• • • 
• .... • • 
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CMA Policy Now In Appraisers Act 
The Genera.! Assembly has amended the North Carolina Apprais

ers Act to ci£firl!:< the role of real estate brokers and salespersons in 
perform~ng crJrnpamtive market analyses (CMAs). 

Tf!D policy r.rf the North Carolina Appraisal ........ -------------. 
Board is now stated in the law; namely, that real 
estate brokers and salespersons may perform 
CMAs for compensation or other valuable con
sideration ONLY for their prospective or actual 
real estate clients or for real property involved in 
an employee relocation program. They may not 
perform CMAs for any other purpose
especially !·ending purposes. 

A comparative mar·ket analysts is defined as 
"the analysis of sales of similar recently sold 
properties in order to derive an indication of the 
probable sales price of a particiular property by 
a licensed real estate broker or salesperson." 
Although the Act does not define the term 
"broker price opinion (BPO)", a BPO is essen
tially a CMA if it is· based upon recent sales of 
comparable properties. 

Authors of the Commission's North Carolina Real 
Estate Manual are working on revisions for the 2002-03 
edition that will be available for purchase in December 
2001. 

The Manual, which serves both as the text for the 
Broker Pre-licensing Course and as a reference for real 
estate practitioners, is published biennially by the Com
mission to assure that students and licensees have a reli
able source of current information on real estate law 
and brokerage practices. 

The first edition of the Manual (2000-0 1 edition) 
was extremely well received by instructors, students 
and licensees, with nearly 8,000 copies being sold 
through August 2001 following its introduction in Oc
tober 2000. 

The Manual's principal author is Patrick K. Hetrick, 
Professor of Law at Campbell University's School of 
Law, who is North Carolina's leading authority on real 
estate law and who was also the principal author of the 
Commission's previous text, North Carolina Real Es
tate for Brokers and Salesmen (which was replaced by 
the Manua{). Professor Hetrick's co-authors are Com-

Practice Tip 

When performing a compara
tive market analysis or broker 
price opinion for a client or po
tential client, be sure to: 

Document the recent sales of 
comparable properties upon 
which you base your analysis. 

Identity the results of your 
analysis as a "probable sales 
price" only and not the "market 
value" or an "appraisal". 

State in your written report 
that "This is a comparative mar
ket analysis and not an appraisal 
and should not be used for lend-

ing purposes." 

mission staffers and attorney-educators, Larry A. Outlaw 
and Patricia M. Sullivan. 

Licensees who want the most current copy of the Man
ual should order the new edition when available, and bro
kers-in-charge are especially urged to assure that a copy is 
available in their office. Ordering information will be 
included in the next edition of the Bulletin. 

Re<Jl E.~I<JIL' B11lft>lttl, Fall 20fll II 



Translation Services Can Benefit 
Growing Number of People in NC 
By Miriam J. Baer, Assistant Director, Legal Services 

H ave you ever been involved 
in a transaction where one 

of the parties spoke little or no Eng
lish? 

(7) steer a person toward or 
away from a particular residential 
property; 

sees to bear this expense. 

As North Carolina's population 
grows, so too grows the number of 
people here from other nations, 
some of whom· could benefit from 
the use of translators. 

(8) threaten, intimidate, retali
ate against or otherwise interfere 
with the use and enjoyment of 
housing; 

(9) advertise or make state
ments directly or indirectly indicat
ing an intent to discriminate; or 

But, if a prospective party to a 
real estate transaction brings his or 
her own translator to the licensee, 
the licensee should work with that 
prospect and the translator. A li
censee who chooses not to work 
with a prospect from another coun
try must be certain that he or she 
has only a non-discriminatory basis 
for that decision, and that the non
discriminatory basis is applied uni
formly, regardless of a prospect's 
country of origin. 

Licensees have inquired whether 
they are required to hire translators 
and if they do so, whether they will 
be responsible for the accuracy of 
the translation. 

( 1 0) engage in "blockbusting," i. 
e., scare a person into moving out 
of a neighborhood by representing 
that persons from other countries 

z W f N B 1 II 
• • 

Discrimination Prohibited are moving in. Agent LiabiUty 
Licensees are forbidden from This does not mean that licen- What happens if the translator 

discriminating against persons sees are required to hire a translator makes a critical mistake? Will the 
based upon national origin under in the event that a non-English licensee be responsible for that er-
both the State and Federal Fair speaking person seeks assistance ror? Under the Real Estate License 
Housing Acts. For example, it is from the licensee in a real estate Law, the licensee is held to an ordi-
against the law to do any of the fol- transaction. The Real Estate Com- nary standard of care - the same 
lowing based upon a party's coun- mission does not require its licen- standard to which the licensee is 
try of origin, color---------------------------held with regard 
or race: 

(1) refuse to 
engage in a real 
estate transaction; 

(2) refuse to 
rent or sell hous
ing; 

(3) discrimi
nate in the terms or 
conditions of a sale 
or rental; 

( 4) refuse to 
receive or fail to 
transmit a boon 
fide offer; 

(5) indicat e 
that housing is nol 
available when it 
actually is; 

(6) refuse 
negotiate; 

12 
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Some ''Do's" and "Don'ts" 
'DON'T discriminate against persons from other countrles. It ls 

a violation of state and federal housing laws~a"S well as the Real Es· 
tate Uoens,e Law and can get.you into lots of trmlble. 

1 DONT-ny to a~t as a h'atlslatQr yoursel.f unlessvcu are fl.uent in 
the l'anQl.ii}ge In questror1. 

peN'T hira a translator you kflow 1o be less tnan competent or 
Wh,O has. a Jlistory Of problems. 

If you hire a translator. DO be sure U\e· person t'las a good repu
tation in your community and appsars cempetent. 

Db work with persons who have limited English and bring the1r 
own tf:ar'lslator. Failure to do so could easily be interpreted as a Fair 
Housing or otfter ciVil rights viclatjon. 

DO disclose to all parties any possible translation error as soon 
as It comes to your attention 

DO obta1n copies ot Commission lntormatrcnal .brochures f.or 
use with your Spanlsh~speaking ~lients and ewstomers. 

Real Estate Bulletin, Fal/1001 

to the use of in
spectors, survey
ors and other pro
fessionals in
volved in real es
tate transactions. 

This means that 
Lmless the licensee 
knows of the 
translator's error, 
or has reason to 
know of it, and 
fails to bring it the 
parties' attention 
promptly, the li
censee will not be 
held responsible. 
Because most li
censees are not 

(See Translation, 
page 13) 



Translation 
Continued from page 12 

fluent in languages other than Eng
lish, it generally is reasonable for 
them to rely on the expertise of the 
translator unless some sort of "red 
flag" exists which calls the transla
tor's ability into question. 

Commission Resources 
In an effort to assist the rising 

Hispanic community in North Caro
lina, the Real Estate Commission 
has recently had 'certain of its infor
mational brochures translated into 
Spanish. These are: 

(1) Working With Real Estate 
Agents (Trato Con Agentes Bienes 
Raices); 

(2) Questions and Answers on: 
Fair Housing (Preguntas Y Re
spuestas sobre: Vivienda Justa) 

(3) Questions and Answers on: 
Tenant Security Deposits 
(Preguntas Y Respuestas sobre: El 
Deposito de Securidad del Inqui
lino) 

(4) Questions and Answers on: 
Renting Residential Real Estate 
(Preguntas Y Respuestas sobre: 

You can order these free bro
chures by using the Publications 
Order Form on page 7 of this Bulle
tin or printing it out from the Com
mission's web site at www.ncrec. 
state.nc.us. Click on Forms. Please 
allow two weeks for delivery. 

Alquiler de lnmuebles para Vivi
endo). 

Industry Trends 
Both North Carolina reaf estate licensees and firms increased in 

number as of June 30, 2001 compared with June 30, 2000. licen
sees (brokers and salespersons combined) grew f.rom 78,250 to 
78,913 (+.85%) while licensediirms (excluding sate proprietorships) 
rose from 5,017 to 5,404 (+7.7%). 

Reflecting the impact of changes in rules relating to broker li
censing, the number of brokers rose t.rom 39,998 to 42,632 (+6.5%) 
while the number of salespersons shrank from 38,633 to 36,802 
(-4.7%). 

Real EHate 8111/etin. Fall 2f/nJ 13 



L ook for tips in the Auditors Corner on how to 
properly maintain your trust account records. This 

months article describes the procedure of referencing a 
supplemental deposit worksheet. 

By Gary R. Caddell, Auditor/Investigator Training Officer 
Deposit Tickets 

Sequentially 
Numbered 

In the last Auditor's Comer, we 
looked at Commission Rule A.Ol07 
(e)(3), which states that specific in
formation must be identified on 
every trust account deposit ticket. 

However, when multiple trans
actions require more space than is 
available on the trust account de
posit ticket, it is permissible to use 
a supplemental deposit worksheet. 

The worksheet breaks down the 
total amount being deposited by 
sales transaction, property owner or 
property. The same information 
that would normally be entered onto 
the trust account deposit ticket is 
instead entered onto the supplemen
tal deposit worksheet. Make refer
ence on the deposit ticket to the 
supplemental deposit worksheet, 
then cross-reference the worksheet 
to the deposit ticket. 

Typically, the date and deposit 
amount will be sufficient to cross
reference the worksheet to the de
posit ticket. However, you may 
also sequentially number your trust 
account deposit tickets, then enter 
the deposit ticket number onto the 
supplemental deposit worksheet. 
This will provide an additional 
cross-reference, and help create the 
clear audit trail required by the 
Commission. 

14 

-- - - - - fffi 
Prior Preparation Prevents · 

Poor Performance! 
The Audits and In ,;estigations 1 

Division conducts 'spot'" audits. ! I 
Are your records r~sdy fer re-

1 
I 

view? 1 j 
---' . 

YOUR REALTY COMPANY, TNC 
TRUST AC(~OUNT 

bATE l{'t/JJQ 

COINS 

C'HECl<S 

2 

3 

TOTAL $1.700 00 

Reference To 
Supplemental 

Deposit 
Worksheet 

SUflPLEMENT AL DEPOSII WORKSHEet 
D.eposiCfic~ct #00 -3 

Date-: l.L4LOO 

REMI1TERI PROPER 1-vll.fiOU~R I•WtPU~I:. AMO~'T 
TENANT RLf~aRJ!NCE. 

-- ·-

C~kJ 143 NOf't:Jv1llN~ S~lt'y $600.00 
Vep~ 

Step~ 250CJJ~St . Se.cuf'"(;ty $$50.00 
Vep~ 

Step~ 2500Jm~st J ruv Rt!A't.t $550.00 

TOTAL U,?OO.(JO 
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l ction 
ABBY MORTON REAL ES

TAT E ACADEMY, INC . 
(Jacksonville) - By Consent, the 
Commission suspended the school 
license of Abby Morton Real Estate 
Academy for a period of 90 days 
effective September 15, 2001. The 
Commission then stayed the sus
pension for a probationary term of 
two years. The Commission found 
that the school offered and con
ducted a real estate pre-licensing 
course July 3 through August 9, 
2001 without having properly re
newed its private real estate school 
license that had expired on June 30, 
2001. The school's license was re
instated as part of the Consent Or
der. 

JAMES F. DORMAN (Banner 
Elk) - By Consent, the Commission 
reprimanded Mr. Dorman effective 
September 6, 2001. The Commis
sion found that Mr. Dorman adver
tised properties without having 
written listing agreements as re
quired by Commission rule. 

15T ATLANTIC MANAGE
ME NT C OR PORATI O N 
(Wilmington) - By Consent, the 
Commission accepted the voluntary 
surrender of the I st Atlantic Man
agement Corporation's real estate 
finn license for one year effective 
August 1, 200 l . The Commission 
dismissed without prejudice allega
tions that 1st Atlantic violated provi
sions of the Real Estate Law and 
Commission rules. 1st Atlantic nei
ther admitted nor denied any mis
conduct. 

ROBER T G . H ASTY 
(Raleigh) - By Consent, the Com
mission reprimanded Mr. Hasty ef
fective August I, 2001. The Com-

P enalties for violations of the Real Estate License Law and 
Commission rules vary depending upon the particular facts 

and circumstances present in each case. Due to space limitations 
in the Bulletin, a complete description of such facts cannot be 
reported in the following Discip/ina1y Action summaries. 

mission found that Mr. Hasty was 
convicted of the offense of driving 
while impaired in February 2000 
and failed to report his conviction 
to the Commission in timely fash
Ion. 

SHERR! H. MCKEEL (Surf 
City) - By Consent, the Commis
sion revoked the salesperson license 
of Ms. McKeel effective August 1, 
2001 . The Commission found that 
Ms. McKeel, without the knowl
edge of her broker-in-charge, au
thorized a closing attorney to pay 
some of the buyer's expenses from 
the commission due the firm. The 
Commission also found that Ms. 
McKeel received a check payable to 
the firm at the closing for approxi
mately $3,000, which she endorsed 
and cashed without the knowledge 
of the broker-in·charge. The Com
mission noted that Ms. McKeel 
has repaid $900 toward the com
mission due the finn. Ms. McKeel 
neither admitted nor denied any 
misconduct. 

JOHN E. RICE (Boone) - By 
Consent, the Commission repri
manded Mr. Rice effective July 26, 
2001. The Commission found that 
Mr. Rice, as broker-in-charge of a 
real estate firm, failed to maintain 
the trust account records of the finn 
in the form and manner required by 
Commission rule. The Commission 
noted that Mr. Rice cooperated with 
the Commission and brought the 
firm records into compliance. 

BRIAN F. STRUM (Cashiers)
By Consent, the Commission sus
pended Mr. Strum's salesperson li
cense for one year effective August 
15, 200 1. Three months of the sus
pension were to be active and the 

Real E.1·tatt' Bullt•lln. ri1/l ~no 1 

remaining period stayed for a pro
bationary tenn of nine months. The 
Commission found that Mr. Strum 
failed to disclose on his application 
for a salesperson license that a 
charge of Level 5 Driving While 
Impaired was pending against him. 
The Commission further found that 
after licensure, Mr. Strum failed to 
report his conviction on the charge. 
The Commission noted that when 
Mr. Strum applied for a broker li
cense, he reported his Level 5 Driv
ing While Impaired conviction. 
Upon successful completion of the 
probationary period and the submis
sion of an updated application, Mr. 
Strum shall be granted a broker li
cense. 

SUCCOR, INC. (Chapel Hill)
By Consent, the Commission repri
manded Succor, Inc., effective July 
26, 2001. The Commission found 
that Succor, a real estate firm en
gaged in property management, 
failed to maintain trust account re
cords in the manner required by 
Commission rules. The Commis
sion further found that Succor used 
a bank account that was not prop
erty designated as a trust or escrow 
account and to hold funds that 
should have been paid to an Escheat 
Fund. The Commission noted that 
Succor has corrected its trust ac
count practices. 

FRAN K S. THOMPSON 
(Wilmington) - By Consent, the 
Commission reprimanded Frank S. 
Thompson effective July 26, 2001. 
The Commission found that Mr. 
Thompson, broker-in-charge of a 
rental management finn, failed to 
implement a trust account record 

(See Disciplinary Action, page 16) 

IS 



Disciplinary Action 
Continued from page 15 

keeping system that complied with 
Commission rules. The Commis
sion noted that Mr. Thompson co
operated with the Commission audit 
and corrected the violations of 
Commission rules. 

HENRY M. WATTS 
(Greensboro) - By Consent, the 
Commission accepted the voluntary 
surrender of Mr. Watts' broker li
cense for one year effective August 
13, 2001. The Commission dis
missed without prejudice allega
tions that Mr. Watts violated provi
sions of the Real Estate Law and 
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Q&A 
Following is an excerpt from 

Questions and Answers on: 
Home Inspections: 

0: What is a horne inspec
tion? 

A: It is .ao evaluatjon of th.e. 
visible and accessible systems 
and components of a home 
(plumbil}g system, roof, etc.) 
and is Intended to give the cli
ent (usuany a homebblyer) a 
better understanding of their 
condition. It is also impertant to 
know what a home fnspection 
is not! It Is not an apprajSal of 
the p(operty's val~e: nor 
should you expect it to address 
the cost of ,repairs. 11 does- not 
gu.a(antee lhat tf)e ho~com

plles wit~ laeal building codes 
(which ar.e subje:c1 t0 psriodic 
change) or protect you in the 
event an Item inspeCted fai ls In 
the future. {Note: Wsrran1ies 
can be purchased to cover 
many items} Nor should it be 
considered a "technically ex
haustive" evaluation, but rather 
an evaJuation of the property 
on lhe day il Is inspected, tak
ing into consideration normal 
wear and tear. 

Commission rules. Mr. Watts nei
ther admitted nor denied any mis
conduct. 

DIANA L. WEATHERBEE 
(Chapel Hill) - By Consent, the 
Commission reprimanded Ms. 
Weatherbee effective July 26, 2001. 
The Commission found that Ms. 
Weatherbee, as broker-in-charge of 
a real estate firm, failed to maintain 
trust account records in the manner 
required by Commission rules. The 
Commission further found that Ms. 
Weatherbee allowed the firm to use 
a bank account that was not prop
erty designated as a trust or escrow 
account and to hold funds that 
should have been paid to an Escheat 
Fund. The Commission noted that 
Ms. Weatherbee has corrected the 
firm's trust account practices. 

YONAHLOSSEE lNN, INC. 
(Boone) - By Consent, the Corn
mission reprimanded Y onahlossee 

Inn, Inc., effective July 26, 2001. 
The Commission found that Yonah
lossee, a real estate finn engaged in 
vacation rental management, failed 
to maintain its trust account records 
in the form and manner required by 
Commission rule. The Commission 
noted that Y onahlossee cooperated 
with the Commission and brought 
its records into compliance. 
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