


Time to Play

Sink My Battleship



In 2010 ADRE Issued How 

Many Convictions for Rule 

Violations?

609 Convictions

UP 294%
From
2005



”When we know the 
rules of the game, 
it’s so much easier 
to play it!”



A Quick 

Trip to 

ADRE

Course

Creators

Field Trip



Let’s Check 

the Log Books



From the Real Estate 

Bulletin



From the Real Estate 

Bulletin





Your Online 

Data Base 

Card 

Reflects 

Violations



Unfortunately Your Card 

Can Look This This!

And That Affects 

Your Path to 

Success



Some Are Taking the 

Offensive



What Does All 

This Say About 

Our 

Professionalism?



Disciplinary Actions



ARS§32-2111
The Attorney General 
shall act for the 
Commissioner in all 
legal actions or 
proceedings and shall 
advise him upon all 
questions of law 
arising out of the 
administration of this 
Chapter



ARS§32-2153
Authority of the 
Commissioner to 
suspend, revoke 
or deny a license 
for any violations 
of the statutes or 
rules.



Disciplinary Penalties

• Suspend

• Revoke

• Probation

• Fines

• Restitution

• Criminal 

Referral



• Commissioner 
Investigates

• Commissioner files a 
Complaint

• Prosecuted by the 
Attorney General

• Administrative Law 
Judge Hearing

• Commissioner Adopts, 
Rejects, Modifies 
Conclusions

Mapping Out 

the Process

ARS§32-2160



Sailing Scenario 

Surrender

Jack has a California license and 
an Arizona license which he 
uses occasionally. When he 
receives notice of a violation in 
Arizona he wants to just give up 
his license and avoid the 
violation. Can he do this?



Surrendering a License

ARS§32-2157

• Within 20 Days After 
Service of a Notice of 
Violation

• Licensee May Voluntarily 
Surrender License

• May Never Be Licensed 
Again

• ADRE May Issue Summary 
Suspensions



Weather Condition 

Report



26284

45

128

20

ADRE Category Violations



4 Year 

CE

Sub

Divisions



Advertising

Disclosure



Sailing Scenario 

Zillow

Margaret listed a home in MLS 
and input all of the required 
information. The MLS 
syndicated the ad to Zillow and 
it appears as follows. Is 
Margaret in violation?





Splinternet Marketing

Rule 502

Applies to

All of This



R4-28-502(L)

The use of the 
internet or web 
site technology…

constitutes the 
dissemination of 
advertising.



R4-28-502(G)

The designated 
broker shall 
supervise all 
advertising



Sailing Scenario 

Trulia

John listed a property in MLS 
and put his “owner agent” 
disclosure at the end of the 
property description. The 
description was republished in 
Trulia as follows. Is John in 
violation?





R4-28-502
(A) Indicate 
involvement of 
licensee

(B) Disclose Your    
Interest

(C) Accurate Claims 
and Representations

(E) Include the Name 
of the Brokerage



Reprint of Michelle Lind’s 

Article



Sailing Scenario 

MARS

Anne listed a short sale and 
charged the seller a non-
refundable advertising fee of 
$500. The bank agreed to the 
short sale and Anne closed the 
transaction. Is Anne in violation 
of the rule?



MARS Compliance

• FTC’s Mortgage 
Assistance Relief 
Services Act

• Effective  April 30, 
2011

• Limits Certain Fees

• Mandatory 
Disclosures



1. General Advertising 

Disclosure

• IMPORTANT NOTICE (in two-point type larger than 
the font size of the disclosure): (Name of company) is 
not associated with the government, and our service 
is not approved by the government or your lender. 
Even if you accept this offer and use our service, your 
lender may not agree to change your loan. [If the 
broker represents that the seller should stop making 
payments add: "If you stop paying your mortgage, 
you could lose your home and damage your credit 
rating"]



Fee Limitations of 

MARS

• You can’t collect any fees for intermediate 
steps you take as part of the process. For 
example, it would be illegal to charge 
separately for:

• conducting an initial consultation;

• reviewing or auditing a customer’s mortgage;

• gathering financial or other information;

• communicating with a lender or servicer on a 
customer’s behalf;



2. Consumer Specific 

Disclosure

• IMPORTANT NOTICE (in two-point type larger than the font 
size of the disclosure): You may stop doing business with us at 
any time. You may accept or reject the offer of mortgage 
assistance we obtain from your lender [or servicer]. If you 
reject the offer, you do not have to pay us. If you accept the 
offer, you will have to pay us (insert amount or method for 
calculating the amount) for our services. (Name of company)
is not associated with the government, and our service is not 
approved by the government or your lender. Even if you 
accept this offer and use our service, your lender may not 
agree to change your loan. [If the broker represents that the 
seller should stop making payments add: “If you stop paying 
your mortgage, you could lose your home and damage your 
credit rating”]



3. Communication of Offer 

Disclosures (1)

• IMPORTANT NOTICE: Before buying this service, 
consider the following information (in two-point type 
larger than the font size of the disclosure): This is an 
offer of mortgage assistance we obtained from your 
lender [or servicer]. You may accept or reject the 
offer. If you reject the offer, you do not have to pay 
us. If you accept the offer, you will have to pay us 
[same amount as disclosed previously] for our 
services. [If the broker represents that the seller 
should stop making payments add: “If you stop 
paying your mortgage, you could lose your home and 
damage your credit rating”] 



3. Communication of Offer 

Disclosures (2)

• IMPORTANT NOTICE: You have to give your customer 
a separate one-page written notice from the 
customer’s lender or servicer that explains all 
material differences between the offer of mortgage 
relief you got from the lender or servicer and the 
customer’s current loan.



Educational 

Violations

• Failure to Have 24 
Hours in Each 2 Year 
Period

• $300 Fine

• 30 Day Order to 
Comply

• Permanent 
Registration Notation



ARS§32-2130

• 24 Hours Every Two 
Year Period

• Failure to Properly 
Renew = Expired

• Mandatory Broker 
Severance

• 1 Year to Renew Late



$78,600 
In Fines



Senate Bill #1219

• Make sure your 
continuing education is 
entered every two years 
when it is due (Effective 
July 29, 2010, any 
renewals being 
processed from July 1, 
2010 and forward will 
be issued a two year 
license.)

NEW



Tucson Office Officially 

Closed

The Arizona Department of 
Real Estate announced 
today that the Tucson office 
will officially close May 31, 
2011. Despite valiant 
efforts by the ADRE to keep 
the Tucson office open, 
budget challenges have 
necessitated the closure.



Subdivisions



Sailing Scenario 

Subdivisions

George owned one SFR in a 
Tucson subdivision. 6 years ago 
he had previously owned 5 
other properties in the single 
platted subdivision. Jill lists the 
property. What must she do?



The Additional Definition





Use the Brochure



Use The 

Red Flag 

Checklist



Failure to Report





R4-28-303(D)
Licensees Must Report 

Within 10 Days

• Convictions

• Change of Address & 
Phone Numbers

• Adverse Judgments

• Restriction of 
Professional License



Update Your 

Registration Card



Ignoring ADRE





Unlicensed Activity



Sailing Scenario 

Relos & Referrals

Amy worked with Safeway’s 
relocation department. They 
sent her referrals and Amy 
paid 25% of the commission as 
a referral fee paid out of 
closing. Is she in violation?



ARS§32-2122(B)
It shall be unlawful for 
any person, corporation 
or partnership or 
limited liability 
company to engage in 
any business, 
occupation or activity 
listed in Subsection A 
without first obtaining a 
license.



Unlicensed Activity by a 

Licensee?





Sailing Scenario 

Out of State Co-Op

John was contacted by a California 
broker, Sam, who had a buyer 
relocating to Arizona. Together 
they counseled the buyer and split 
the fees at closing. Are they in 
violation?



New Statute ARS§32-2163

Cooperation Agreement

• Limitations on 
Relationships with Out 
of State Brokerages

• NEW requirement for a 
Co-Op Agreement

• A licensed broker in this 
state may pay to and 
receive compensation 
from an out-of-state 
broker, IF:



Co-Op Agreement 

Requirements

• A list of the real estate activities to be 
conducted 

• A statement that the out-of-state broker 
agrees to comply with laws of this state

• Licensed AZ Broker accepts responsibility 

• All negotiations conducted through the

licensed broker in this state.

• Handle all funds under AZ statutes



Branch Office?



ARS§32-2127(A)

When a broker 
maintains more than 
one place of business 
within the state he 
shall be required to 
procure an additional 
license for each 
branch office 
maintained.



Failure to Supervise





R4-28-1103

Broker Must Maintain 
a Policy & Procedures 
Manual unless:

Only 1 salesperson 
and up to 1 non-
licensed employee



New Model Broker Policies 

and Procedures Manual

AS of
MAY, 2011



ADVERTISING MODEL 

PROVISION

This section should cover all advertising media, 
including the Internet and Social Media, and 
should contain: 

• A review of advertising for Fair Housing compliance and use 
of the Fair Housing logo. 

• A review of advertising for compliance with Regulation Z and 
Truth in Lending laws. 

• Instructions regarding the usage of Company logo, name, 
and phone numbers on advertising. 

• Policy for Broker review before placement of advertising. 

• Instructions regarding placement of Broker name and logo



1099 Reporting Model 

Provision

This section should cover: 

• What IRS 1099 forms will include and exclude 
(such as any deductions) and who pays 
deductions. 

• Earnings that are paid out of escrow or 
assigned should be included on the 1099 
form. 



Very Specific Model 

Disclosure Information

This section should include: 

• Information about areas that have been designated 
by the Federal Government and by the State of 
Arizona as environmentally impacted. 

• Where information or maps regarding these areas 
can be obtained, such as from the Arizona 
Department of Environmental Quality Web site, 
www.azdeq.gov. 

• When and how to fully disclose to prospective buyers 
that a property is located in these areas. 



Disclosure 

Violations



Yes, There Are Disclosure 

Disciplinary Cases

But it’s the 
private 
litigation 
that will 
KILL you!



From the California 

Court of Appeals

The California Appellate Court said the 
decision Holmes et al vs. Sieglinde 
Summer, Case G041906 represents a 
progression within the court system to 
define and expand the responsibilities 
of a real estate agent handling short sale 
transactions.



The Disturbing 

Language of Holmes

“While a buyer may be harmed by acquiring 

title to a property with undisclosed defects, 
such as hazardous waste or soils subsidence 
problems, a buyer may also be harmed by 
entering into an escrow to purchase property 
when it is highly likely that, unbeknownst to 
the buyer, the escrow will never close.”



The Disturbing 

Language of Holmes

“When the realtor accepted the 
listing, he agreed to handle 
everything, including the unrecorded 
deed of trust.”



The Disturbing 

Language of Holmes

“Particularly in these days of 
rampant foreclosures and short 
sales, “[t]he manner in which 
California's licensed real estate 
brokers and salesmen conduct 
business is a matter of public interest 
and concern.”



Posted From a Law Firm’s 

Presentation on SlideShare



Trust 

Account & 

Property 

Management 

Violations



Sailing Scenario 

Property Management

Jack, a non-licensee, had his 
neighbor sign a power of attorney 
as an isolated transaction under 
ARS§32-2122 so that Jack could 
manage the property. Is Jack in 
violation?



ARS§32-2151

• Brokerage MAY 
maintain a trust 
account

• Must promptly 
deposit

• Must keep 
documentation

• No commingling





Compensation 

& Payment 

Issues



Sailing Scenario 

Property Management

George gives a $10 
Starbucks card to his clients 
who make a referral to him. 
Is George in violation?



Sailing Scenario 

Property Management

Helen is running a promotion 
giving everyone who lists with 
him a $500 Home Depot gift 
certificate at closing. Is  Helen 
in violation?



ARS§32-2155

• Broker shall 
employ and pay 
only licensees

• Licensees may 
pay no one



Tools to Stay on 

Course

• The Law Book

• Late Breaking 
News

• Advisories & 
Substantive 
Policies

• The Bulletin



Commissioner Lowe’s 

Meetings

The thing that we hear over and 
over and over again is: “Please, 
we’ve got to do something about 
the professionalism in the 
industry.” We need to increase 
the knowledge base of the 
licensee and the professionalism 
of the licensee. And whatever it 
takes to do that, we’re 
committed to doing that.


