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The REALTOR® 
Code of Ethics

New Member Orientation 

National Association of REALTORS®
The Voice For Real Estate®

Today’s Plan

• Please turn off cell phones and other 
electronic devices.

• Please ask questions of general interest 
regarding current topic at any time.

• Use facilities as needed. 
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Course Goals
Participants should be able to:

• Understand history of Code of Ethics
• Identify concepts in the Preamble
• Identify Golden Rule concept in Code
• Identify alternate dispute resolution systems
• Describe the enforcement processes
• Describe the arbitration process
• Identify possible violations in case studies

REALTOR®

• reꞏalꞏtor

• ˈrē(ә)l-ˌtôr

• A real estate agent is a REALTOR® when 
he or she is a member of the NATIONAL 
ASSOCIATION OF REALTORS®, The 
Voice for Real Estate® -- the world's 
largest professional association and 
subscribes to its strict Code of Ethics.
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What are Ethics?

• Consider all facets of life 
and business not just the 
real estate business…

History and Background of the 
Code of Ethics

NATIONAL 
ASSOCIATION OF 
REALTORS® formed in 
1908.
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History and Background of the 
Code of Ethics

At that time…

• No license laws.

• Real estate industry 
had a history of 
speculation, 
exploitation, and 
disorder.

History and Background of the 
Code of Ethics

• Code was adopted in 1913 to 
establish a professional standard 
of conduct.

• Code of Ethics formed the basis 
for many license laws. 

• Many concepts remain in current 
Code of Ethics
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Under all is the land …

The Preamble

• The Golden Rule

• Maintain and improve the 
standards of their calling.

• Share with fellow 
REALTORS a common 
responsibility for the 
integrity and honor of the 
real estate profession.
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The Preamble

• Strive to become and remain informed on 
issues affecting real estate.

• Willingly share the fruit of your experience 
and study with others. 

• Identify and take steps to eliminate 
practices which may damage the public or 
which might discredit or bring dishonor to 
the real estate profession.

• Urge exclusive representation of clients.
• Do not attempt to gain any unfair 

advantage over competitors.
• Refrain from making unsolicited 

comments about other practitioners

The Preamble
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• If an opinion is sought about a competitor (or the 
REALTOR® believes comment is necessary), 
the opinion should be offered in an objective, 
professional manner.

• The term REALTOR® stands for competency, 
fairness, high integrity, moral conduct in 
business relations.

• No inducement of profit and no instruction from 
clients can justify departure from these ideals.

The Preamble

The Preamble
Updated 2007

• REALTORS® pledge to observe its spirit 
in all of their activities whether conducted 
personally, through associates or others, 
or via technological means, and to 
conduct their business in accordance with 
the tenets set forth below.
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Business Ethics

• Industry codes

• Company policies

• Individual moral values

• Business ethics and the 
REALTOR® Code of 
Ethics

Business Ethics

• All REALTORS® regardless of their 
specialty in the real estate business 
(appraisal, property management, etc.) 
are bound by the duties in the 
REALTORS®’ Code of Ethics.

The Code
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The Three Major Sections

Duties to Clients and 
Customers

Duties to the Public

Duties to REALTORS®

The Structure of the Code of 
Ethics

17 Articles

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

17
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The Structure of the Code of 
Ethics

• Standards of Practice
– Support, interpret, and amplify the Articles 

under which they are stated

• Only Articles of the Code can be violated, 
though Standards of Practice can be cited 
in support of an alleged violation

Pathways to Professionalism

Three major sections:

 Respect for Public

 Respect for property

 Respect for peers

REALTOR® Rules to live by:
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Respect for Public

1. Follow the Golden Rule

2. Respond promptly to inquiries

3. Be courteous in scheduling

4. Communicate timely

5. Be prepared to handle unexpected situations

6. Leave business cards

Respect for Public

7. Knock and announce yourself

8. Have a professional appearance

9. Don’t answer other brokers’ client questions

10. Be aware of deadlines

11. Promise carefully

12. Identify REALTOR® status

13. Don’t guess on any part of transaction
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Respect for Property

1. Be responsible when showing

2. Permission needed to enter any property

3. Leave property as you found it

4. Be considerate of property

5. Respect sellers’ instructions about 
photographing or videoing their properties’ 
interiors or exteriors. 

Respect for Peers

1. Identify REALTOR® status in contacts

2. Respond promptly

3. Notify other agents of inaccurate info

4. Share info about property

5. Do not prospect at other agents’ open houses

6. Return keys to box

7. Protect your reputation!
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• Every association is responsible for 
enforcing the Code.

• This includes providing mediation and 
conducting ethics and arbitration hearings

• Only REALTORS® are subject to the 
Code.

Enforcement of Code of Ethics

• An association where someone holds 
membership or where the property is 
located has jurisdiction to process ethics 
complaints and arbitration requests filed 
against that individual.

• Associations do not determine violations 
of law and regulation.

Enforcement Processes
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Association Dispute Resolution

• Option #1 –Informal

• Ombudsman

• Mediation

• Option #2 – Formal 
• Ethics complaints
• Arbitration 

requests

Ombudsman Program

• Voluntary process.

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

• Disputants reserve right to file a formal 
ethics complaint.
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Mediation

• A voluntary process in which disputing 
parties meet with a mediator appointed by 
the Association to create a mutually 
acceptable resolution of the dispute, 
rather than having a decision imposed by 
an arbitration hearing panel.

Mediation

• Mediation is the preferred dispute resolution 
system of the NATIONAL ASSOCIATION OF 
REALTORS®
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• Ethics: Basic Issue
– Is there a possible violation of the Code of 

Ethics?

• Arbitration: Basic Issue
– Is there an arbitrable issue, that is, a money 

dispute?

– Typically a dispute over which REALTOR is 
entitled to the cooperative commission in a 
transaction.

Enforcement Processes

The Ethics Enforcement Process

• Who can file a complaint?
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Professional Standards Hearing 
Panel

• Function is to conduct a full “due 
process” hearing with sworn 
testimony, witnesses and evidence.

• After conducting a hearing, the Hearing Panel 
decides whether there was a violation of the 
Code of Ethics.

• If the Hearing Panel finds a violation of the 
Code of Ethics, the Panel then determines the 
discipline to be imposed on the violator 
(respondent).

Professional Standards Hearing 
Panel
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Authorized Discipline
(and administrative processing fees)

• Letter of Warning in file for minimum of three years
• Letter of Reprimand in file for minimum of three years
• Education
• Fine not to exceed $15,000
• Cease and refrain order to stop action
• Suspension for not less than 30 days nor more than one 

year
• Expulsion from membership for period of one to three 

years
• Suspension or termination of MLS privileges

• The primary 
emphasis of discipline 
is educational, to 
create a heightened 
awareness of and 
appreciation for the 
Code of Ethics.

35

36



2/6/2019

19

The Arbitration Process

• Arbitration is conducted under Article 17 
of the Code of Ethics and the state 
arbitration statute.

Arbitrate - Don't Litigate!

• Article 17 provides that arbitration occurs 
under the following circumstances:
– Contractual disputes or specific non-contractual 

disputes (see Standard of Practice 17-4);

– Between REALTORS® (principals) associated 
with different firms;

– Arising out of their relationship as REALTORS®

The Arbitration Process
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Professional Standards Hearing 
Panel

• Function is to conduct a full 
“due process” hearing with 
sworn testimony, witnesses 
and evidence.

• Hearing Panel is comprised 
of members of the 
Professional Standards 
Committee.

Payment of the Award

• After the hearing, the Hearing Panel 
decides which REALTOR® is entitled to 
the award (typically a disputed 
commission in a transaction).

• Generally, the award of the Panel in an 
arbitration case can be judicially enforced 
if not paid by the non-prevailing party.
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• Found online at CAR.org > “Procuring Cause”

• Guidance to Hearing Panels as to how to 
determine procuring cause in arbitration 
hearings.

• Guidelines focus on “procuring cause” as the 
basis for resolving most commission disputes 
between brokers.

NAR’s Arbitration Guidelines

• No predetermined rule of entitlement may be 
established by an association.

• Matters such as the first showing of the 
property, the writing of the successful offer 
or the existence of an agency relationship 
with the buyer are not, in themselves, 
exclusive determiners of procuring 
cause/entitlement. 

• Hearing Panels should consider the entire 
course of events.

Key Factors in a
Procuring Cause Dispute
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Key Factors in a
Procuring Cause Dispute

• The key concepts of procuring cause are 
referenced in this definition from Black’s 
Law Dictionary, Fifth Edition:

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

Remember…

It’s not the squirrel that gathers the 
nuts…
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… but the one that shakes the tree…

…who is entitled to be paid!

Article 1

• Protect and promote the interests of the 
client;

• This obligation to the client is primary;

• But must treat all parties honestly, 
regardless of agency or non-agency 
relationship.
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Case Study: Article 1

What would 
you do?

48

Residential Listing Agreement 
Page 3

“…Unless Seller gives Broker written instructions to the
contrary- Broker is authorized, but not required, to: …
(iii) disclose to any real estate licensee making an inquiry
the receipt of any offers on the property and the offering
price of such offers.”
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Article 2

Article 2

• Avoid exaggeration, misrepresentation 
and concealment of pertinent facts about 
the property or the transaction;

• But there is no obligation to discover 
latent defects, matters outside scope of 
license, or matters confidential under 
agency or non-agency relationships.
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Case Study: Article 2

What would 
you do?

Article 9

• Agreements shall be in writing whenever 
possible;

• In clear and understandable language; 
Expressing the specific terms, conditions, 
obligations and commitments of the parties.

• A copy of each agreement shall be furnished to 
each party upon their signing or initialing.
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Article 9

• Standard of Practice 9-1 requires that 
reasonable care be used to keep 
documents current by use of written 
extensions and amendments.

• Standard of Practice 9-2 requires 
reasonable efforts to explain documents 
when using electronic signatures.

Case Study: Article 9

What would 
you do?
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Article 12

Truth and honesty in real 
estate communications

• Be honest and truthful in your real estate 
communications.

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

• REALTORS® must ensure that their status as 
real estate professionals in readily apparent.

• Recipients of all real estate communications 
must be notified that those communications are 
from a real estate professional.

Article 12
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Standards of Practice

• SOP 12-8
– Websites must be kept current

• SOP 12-9
– Websites to include firm name & state

• SOP 12-10
– URLS & domain names must show true 

picture and…

REALTORS® are prohibited from:

• 1) engaging in deceptive or unauthorized 
framing of real estate brokerage websites;

• 2) manipulating (e.g., presenting content 
developed by others) listing content in any way 
that produces a deceptive or misleading result;

• 3) deceptively using metatags, keywords or 
other devices/methods to direct, drive, or divert 
Internet traffic, or to otherwise mislead consumers.
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2008 Update

• Standard of Practice 12-12 
REALTORS®shall not: 
– 1) use URLs or domain names that present 

less than a true picture, or 

– 2) register URLs or domain names which, if 
used, would present less than a true picture. 
(Adopted 1/08) ･

2008 Update

• Standard of Practice 12-13 The obligation 
to present a true picture in advertising, 
marketing, and representations allows 
REALTORS® to use and display only 
professional designations, certifications, 
and other credentials to which they are 
legitimately entitled. (Adopted 1/08
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Article 16

• Do not engage in any practice or take any 
action inconsistent with the agency or 
other exclusive relationship that other 
REALTORS® have with clients.

Respect!

• Examples of issues covered by Article 16 and its 
Standards of Practice
– Innovative or aggressive business practices

– Advertising/solicitations which may be received by other 
REALTORS® clients

– Solicitation of listings and exclusive agency relationships 
of clients of other brokers

– Dealing with other brokers’ clients

– Obligations when entering into exclusive relationships

– Agency and/or brokerage relationship disclosure

Article 16
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Case Study: Article 16

What would 
you do?

• protects the buying and selling public.

• promotes a competitive real estate 
marketplace.

• enhances the integrity of the industry.

• is your promise of performance.

• is your promise of professionalism.

The REALTOR Code of Ethics 
…
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The images used herein were obtained from IMSI’s 
MasterClipsand MasterPhotos Premium Image Collection, 
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