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The Realtor's Code of Ethics 
PART II 

Relations to the Client 

ARTICLE 11 . 
In accepting employment as an agent, the Real
tor pledges himself to protect and promote the 
interest of the client. This obligation of absolute 
fidelity to the client's interest is primary, but 
it does not relieve the Realtor from the obligation 
of dealing fairly with all parties to the transac
tion. 

ARTICLE 12. 
In justice to those who place their interests in 
his care, the Realtor should endeavor always to 
be informed regarding laws, proposed legisla
tion, governmental orders, and other essential 
information and public policies which affect 
those interests. 

ARTICLE 13. 
Since the Realtor is representing one or another 
party to a transaction/ he should not accept com
pensation from more than one party without 
the full knowledge of all parties to the trans
action. 

ARTICLE 14. 
The Realtor should not acquire on interest in or 
buy for himself, any member of his immediate 
family, his firm or any member thereof, or any 
entity in which he has a substantial ownership 
interest, property listed with him, or his firm, 
without making the true position known to the 
list ing owner, and in selling property owned by 
him, or in wh ich he has such interest, the facts 
should be revealed to the purchaser. 

ARTICLE 15. 
The exclusive listing of property should be urged 

and practiced by the Realt or as a means of 
preventing dissension and misunderstanding and 
of assuring better service to the owner. 

ARTICLE 18. 
When asked to make a formal appraisal of real 
property, the Realtor should not render on opin
ion without careful and thorough analysis and 
interpretation of all factors affecting the value 
of the property. His counsel constitutes a pro
fessional service. 
The Realtor should not undertake to make an ap
praisal or render on op inion of va lue on any 
property where he has a present or contemplated 
interest unless such interest is specifically dis
closed in the appraisal report. Under no circum
stances should he undertake to make a formal 
appraisa l when his em ployment or fee is con
tingent upon the amount of his appraisal. 

ARTICLE 19. 
The Realtor should not submit or advertise prop
erty without authority and in any offering, the 
price quoted should not be other than that 
agreed upon with the owners as the offering 
price. 

ARTICLE 20. 
In the event that more than one formal written 
offer on o specific property is mode before the 
owner has accepted on offer, any other formal 
written offer presented to the Realtor, whether 
by a prospective purchaser or another broker, 
should be transmitted to the owner for his 
decision . 

(Continued In next issue) 
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-CHAIRMAN'S COMMENTS-

It is reported that the real estate 
industry is the fastest growing in
dustry in this country today. This 
growth is reflected in the great num
bers of persons seeking license from 
the appropriate regulatory agencies 
to enter the fie ld. 

The impact of this growth has 
been felt by the North Carolina Real 
Estate Licensing Board. Applications 
for license increase each month. The 
number of I icensees, brokers and 
salesmen, has more than doubled in 
the lost several years, and the per
centage of increase is rising an
nually. 

The increased number of licensees 
subject to the jurisdiction of the 
Licensing Boord has added greatly 
to the work load of the Board. An 
example of this is manifested in the 
number of hearings the Boord must 
conduct each year involving alleged 
violations of the licensing law. The 
number today far exceeds the num
ber of hearings only a few years 
ago. 

A disturbing number of the viola
tions coming before the Board involve 
a breach of the fiduciary relationship 
that exists between the broker and 
his salesman on the one hand and 
the client on the other hand. Too 
often, it is mode to appear upon 

hearing that a breach of this trust 
relationship occurred primarily be
cause the licensee had no real com
prehension of the relationship that 
existed between him and his client. 
In many instances there is a total 
lock of understanding that a licensee 
cannot treat money received in a 
transaction as his own, regardless of 
good intentions to replace it at some 
later time. 

Th e !<Jck o f oppreciotlon o i lhe 
importance of th~ tp.J<jjl rekn ;omh!u 
between th >. I icensee and h is d iel'lt 
is of great ~; oncer11 t o ~h<:i Board. lr 
suggests thn those per!.un~ who ore 
now licensed, r.s " 'd l os those who are 
contemplating a pplying fQr li~ense, 
ought t r g lvt> more tim~?. •md th ought 
to their responsll;.ilities ~~ th;:o 1:1 ient 
and the tt1hcr'> involv~d in o r~a l 
estate rransact ion, partic!...lvri·r -.whi' 
respect to tht! handling and account. 
ing for o l! moneys th o+ pass In the 
transoc t ior• €very licensee should hi!' 
aware t l Gt .;;nee· he ;: onverts ..:s•: row 
fund!> to hi.s uwn use, o violation ot 
the Ia\\. c-cc:~,r~, o vio lation of .such 
seriou:. impore lha! o ro·•·r..::ntion oj 
the offenrl o;~ r'.'> license mav re:;ul:. No 
licensee sh ould ieupordize his oppor· 
tunity tc- €'orn a livelihood as a brok
er or salesman by the negligent or 
intentioro·J' f,, j lur c~ to comprehend 
the nohn.J of hilt r,:,le in o real estate 
transact ior1. He s~•ould always know 
and be :,1'"''ur~ of i1is responsibilities 
and ob(. q~l! lrJn!. !•·· each transaction . 

The Licens inq Board tokes no 
p leasure in revoking or suspend ing 
licenses 

Best Wishes. 

NEW HIGH 

A new record total of 1501 appli
cations, 1070 broker and 431 sales
man, were processed for the January 
1973 real estate examinations. This 
compares with January 1972 when 
819 applications, 624 broker and 
195 salesman, were processed. 

For the first six months of this 
fiscal year, 2913 applications, 1906 
broker and 1007 salesmen were pro
cessed for examination. This com
pares with the first six months of 
the preceding year when 1856 appli
cations, 1126 broker and 730 sales
men were processed. 

LICENSE STATISTICS 

Licensees as of 
Brokers 
Salesmen 

December 31, 1972 
11 ,809 
3 ,211 

15,020 
Examination - October 1972 

Brokers 
Salesmen 

Examination 

Passed Foiled 
242 136 

96 39 
November 1972 

Passed Failed 
Brokers 158 89 
Salesmen 106 94 

(NO EXAMINATION IN 
DECEMBER) 

LICENSES 
SUSPENDED-REVOKED 

ELLIS E. SEHORN - Concord 
broker - revoked - violation of 
G.S. 93A-6(o) (1), <8>, ( 13) 

CHARLES G. ALLEN, JR. - Con
cord - broker - 6 month suspen
S•on - violation ot G S. 93A-6(a) 
(1), (18), (13). 

NEW FIELD REPRESENTATIVE 

EVERETTE H. JENKINS 
The Licensing Board is p leased to 

announce the employment on Janu
ary 15, 1973, of Everette H. Jenk ins 
of Candl er, Norrh Carolina, as Field 
Representative in western North Car
olina. Everet te is experienced in law 
enforcement, having been formerly 
empl oyed with the State Highway Pa
t rol and the Buncombe County Sher
iff's Deportment. His wife . Mary Jo, 
is a Deputy Clerk with the Buncombe 
C ounty Superior Court. The Board is 
sure the licensees in Everette's ter
ritory wil l make him welcome. 



FROM THE MAIL BAG 
N. C. Real Estate Board 
P. 0. Box 266 
Raleigh, North Carolina 
Gentlemen: 

I recently come to North Carol ina seeking property in your state. I 
contacted Mr. , N. C. concerning the farm 
advertised in the News, believing Mr. to be the 
owner. 

Mr. n ever informed me that he is a realtor. I do not mind 
purchasing through o realtor, but feel that it is deceptive for one to ad
vertise and a ct as an owner. 

NOTE 

Yours very truly, 
Irate Citizen 

The Licensing Board continues to rece ive complaints from the public, 
s imilar to the one expressed in the above letter, relative to deceptive ad
vertising by real estate brokers and salesmen. The ill-will generated by 
such advertising is not only damaging to the agent concerned but is also 
a reflection on the entire real estate profession. It is for t!"lis reason the 
Board adopted a rule effective August 1, 1972, to prevent such advertising. 
The rule is again published below. Brokers and salesmen who ore in violation 
may expect to have their licenses suspended or revoked. 

RULE NO. 15 

A broker shall not advertise the sale, purchase, exchange, rent 
or lea se of real estate, for another or others, in a manner indicating 
the offer to sell, purchase, exchange or lease is being made by a 
principal. Every such advertisement shall clearly indicate that it is 
the advertisement of a broker or brokerage firm and shall not be 
confined to publication of only a post office box number, telephone 
number, or street address. 

A salesman shall not advert ise the sale, purchase, exchange, 
rent or lease of real estate, for another or others, without his broker's 
consent and without including in the advert isement th e nome of the 
broke r or firm with whom he is associated. 

A broker shall not display a "For Sole" or " For Rent" sign on 
any real estate without t he consent of the owner or his authorized 
agent. 

WHAT IS THE PRACTICE OF LAW? 

Real estate brokers and salesmen ore prohibited from practicing Jaw 
unless they ore licensed to practice as attorneys at low. G.S. 84-2. 1 defin es 
the practice of lows as follows: 

"The phrase ' p ractice law' as used in this chapter is defined to be 
performing any legal service for any other person, firm or corporation, with 
or without compensation, specifically including the preparation or aid ing 
in the preparation of deeds, mortgages, wills, trust instruments, inventories, 
accounts or reports of guardians, trustees, a dministrators or executors, or 
preparing or aiding in the preparation of any petitions or orders in any 
probate or court proceeding; abstract ing or passing upon titles, the prepa
ration and filing of petitions for use in any court, or assisting by advice, 
counsel, or otherwise in any such legal work; and to advise or give opinion 
upon the lega l rights of any person, firm or corporation· Provided, that the 
above reference to part icu lor acts which ore specifically included within the 
definition of the phrase 'pract ice law' shall not be construed to limit the 
foregoing general definition of such term, but shall be construed to include 
the foregoing particular acts, as well as all other acts within said general 
definition." 

BROKER. DENIED COMMISSION 

In the case of Aiken v. Collins, 
16 N. C App. 504, recently decided 
by the North Carolina Court of Ap
peals, the plaintiff, a licensed real 
estate broker, was denied recovery 
in his suit to collect o $2400 real 
estate commission. 

According to the findings of fact, 
in May 1969 the defendant Collins 
fisted property for safe with the plain
tiff for $25000 of which $3000 was 
to be pavable in cash and the bal
ance by· purchase money note in 
monthly installments secured by o 
deed of trust. 

As <: o-rnpensat k•n for rt ic m_-:l.;,ing o f 
such c ~(tic:;, t he plaintiff was to :c
ceive ull urnmmh b r ~hfd1 he rn ight 
self thf D' .OP"'rt'/ in l;oXC(fSS 0 i $,25000. 
Plaintiff "'~'''~ securc-d o purchaser 
on th(' lrsled t~;;rms . ir• N<;)'.'ember 
1969, ;:.1oir•t itt tende red r·o defendant 
an offer f, om For<i or.d w•fe:- for 
$24000, ~~ .,...li ic.h 't3000 wo;;. 10 t)(', 
paid in co!:.h and the bclon.::e in 
monthlv tf'lst ::.l fr"~ents of S i 00 each 
and accompor.i~d br· 0 letter cd
vising th.,. def~! KJt:l"! . Coil im, tho~ 
plaintif{· \.YOt•ld ~.: harge o commission 
of 1 0 Of., o.:.O I thlf toto I <;ole::. llri~_ e;: fCl 
be dedu,:~ e.d tror"' tr.e dc..;WI1-0<.1Ymen t. 
Defenda nt d id r:.;,t accept thb t'ff..:r_ 
In Aug'.JSt JQ70, defendant sr;.f::! th-: 
property !.:-: FDr(f ;Jr~r. wi t~ f c) r ~.24000, 
of whir...h 2:3000 was paid ;,., C(lsh 
and th~ !x.Jionce by r.,;urchase money 
note pavobl(• ,,, rnonthly in s_td fments 
of $ 125 Th~ trool couro: CH.ii<•d.:;r;d 
that p!o:n!Hf ·o~.· u-., entitled to recover 
nothin,g 1rc·m defendant C'lr!d plain
tiff app~u!e·:! to ;h e Cour: ot Appeals 
which c:. ffirmed the lower cc·urt. 

In its opin ion, the Court stated: 
" It is established low in this juris
diction that a real estate broker is 
not entitled to commissions or com
pensation unless he has found a 
prospect, ready, able and wifling to 
purchase in accordance with condi
tions imposed in the broker's con
tract. . . . Therefore, for a broker 
to recover he must establish (1) a 
binding contract ond (2) performance 
on his part." 

" tt is true, of course, that as a 
general proposition if property is 
placed in the hands of a broker for 
sole at a certain price, and a sole 
is brought about through the broker 
as a p rocuring cause, he is entitled to 
commissions on the sole even though 
the final negotiations are conducted 
through the owner, who, in order to 

(Continued page 4) 



BROKER DENIED COMMISSION 
(Continued from page 3) 

make a sole, accepts a price less 
than that stipulated by the brok
er. . . . This is so because the law 
does not permit an 'owner to reap 
the benefits of the broker's labor 
without just reward' if he has re
quested a broker to undertake the 
sale of his property and accepts the 
result of services rendered at his re
quest. In such case, in the absence 
of a stipulation as to compensation, 
he is I iable for the reosonab le value 
of those services." 

"In ii':~ present case, hawever: 
the tr ml cot..n"t found thct ther~ W0 5 
an express understanding os tn the 
plaintiif's .:ompensatlon '.Jndt! r which 
he was ro ~ec a.ive r.ompen.~-:Jt ;an \mly 
for a mounts filr wh:ch he might se[[ 
the pra ped}'' In excess of the sum 
of $25000. 'T~b br lr1~s lht"l present 
case wi~h in the except im: t a the gen
eral ru iO?. . . . 1n tiw e ffect that ·wh(tr' 
the com :c -:-1 b(~t w~t.w rt··e broker a nd 
his pr:ru,;rpn! expr~s.s.ly makes 11-o ~ 
paymer;t of r:mnmhsions dependent 
on the tJbtaining a ~ .:: : e rt t"Tin p rier' 
for th~ prope rty tho:- br-oke r c.rnmot 
recover ; even though t h e- owner sells 
at a lo~o.•cr crice ~o o w~rSQn to whom 
the broker . h<:~s first ::;I,Q., n 11 IE:' r>r-l:;p. 
erty, l•ni~:.!L<. th~ brok~ i.s prevented 
from making the sale h'l 1hc fur.,Jt of 
the principal'. . . . The re . was no 
evidenct> i'n. ~~e present cc:.~ A'llt:n 
tending to ~how thQt plaintiH wcs 
ever able 1~ produce a fl!.lrchaser 
who w•:::s ready, able om~ 'will inn !o 
purchase 'he defendant'~ i.,!'ici ir. tJC~ 
cordance w ith t he uu~dit lon;; imposed 
in the ~: ontr<:.r. t tmd(':.r whk.h the lund 
was list~d ... vtth t ~1"' plaintiff, ncr wo~ 
there .onr ~vidence toJnd it'lg H~ ,_r,.~w 
that -pi<J irlt iH ·..,·;:;~ in cny Wfl '/ P~"€ · 
vented from mok in~ s;_.:c,h o scle by 
any default ,.:.{ r~~e defendants. " 

NEW APPRAISAL 
COURSE 

The American Institute of 
Real Estate Appraisers is offer
ing a new course, Real Estate 
Appraisal 1-A, Basic Principles, 
Methods and Techniques, at the 
University of North Carolina, 
Chapel Hill, on July 16-27. The 
cost of tuition is $145.00. For 
information and application for 
enrollment, write to: American 
Institute of Real Estate Apprais
ers, 155 East Superior St., Chi
cago 60611. 

Consent Judgment to End L. A. Case 
A proposed consent judgment pro

hibiting the Los Angeles Realty 
Board, four of its divisions, and their 
3 800 active members from fixing 
c~mmission rates in connection with 
the sale, lease, or management of 
real estate, has been filed by the 
Department of Justice in U. S. Dis
trict Court in Los Angeles. 

The proposed judgment will be
come final in 30 days upon approval 
of the court, according to Attorney 
General Richard G. Kliendienst, and 
will terminate the Department's civil 
antitrust suit filed Dec. 18, 1970, 
alleging that the board and its 
Southwest Branch, Hollywood-Wil
shire, Pacific Palisades, and West
wood Divisions and their active 
members combined to fix commission 
rates in violation of the Sherma n 
Act. 

The judgment prohibits the de
fendcmts from fixing, establishing or 
maintaining any rate of amounts of 
commissions or fees in connection 
with the sale, lease, or management 
of real estate. The defendants also 
would be forbidden under terms of 
the judgment from recommending 
that their members adhere ta any 
~uagested fee schedule and from 
taking any action against a member 

who refuses to adhere to any such 
fees, according to Assistant Attor
ney General Thomas E. Keuper, 
head of the Antitrust Division. 

In addition, the proposed judgment 
prohibits each defendant from: 

-fixing, maintaining, suggesting, 
or enforcing any percentage division 
of commissions between the selling 
and I isting broker; 

. --adopting, adhering to, maintain
ing, or enforcing any by-law, rule, 
regulation, plan or program which 
would prohibit any member from 
doing business with any person; 

-establishing, maintaining, or en
forcing any fees for membcrsh ip in 
the Board of Multiple Listing Ser
vices which are not related to the 
approximate cost, including reasona
ble reserves, of maintaining the or
ganization as a going concern. 

The judgment also directs each de
fendant to insert in its rules, by-laws, 
regulations, contracts, and other 
forms which contain a set commis
sion rate, or division thereo( a pro
vision that commission rates are ne
gotiable between the broker and 
his client and that commission divi
sions shall not be influenced by the 
Los Angeles Realty Board. 

- Realtor Head I ines 
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