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Chapter I

Agency Update. . . Consumer options in the buying and selling of real estate

Overview: It has long been held that real estate agents possess an agency relationship with their cli-
ents. This relationship has caused much confusion. In the normal fiduciary relationship, the lawyer, doc-

tor or CPA only works with one individual; in the real estate professioq the licensee may work with both
parties to the transaction. Here's the problem: Which party does the agent represent? - To whom does

the agent owe her toyalty and allegiance? Tlns chapter covers basic agency definitions and offers practi-
cal situations when various types of agency may be implemented. Practical illustrations are suggested to

enable the licersee a better working knowledge of the law.

Note: This course may not be used as a substifute for competent legal advice.

Learning objectives: as a result of studying this chapter you should be able to:
tr Explain the historical landscape behind agency law.
@ Arulyze perspectives regarding the consumer confusion about agency.
ffi List numerous requirements of modern agency law.

Definition: Agency
Definition #l: Agency is a mechanism in which one person selects another per-

son to do something for hinq instead of doing it himself. (Who's My Boss? Jules

Schneider and Bill Tune, Copyright 1989 by Gorsuch Scarisbrick, Publishers,
Scottsdale, A285258)

Definition #2: Agency includes every relation in which one person acts for or
represents another by latter's authority. (Black's taw Dictionary)

Definition #3: Agency is the fiduciary relation which results from the manifesta-
tion ofconsent by one person to another that the other shall act on his behalfand
subject to his control, and consent by the other so to act. (Restatement of the

law, Second, American Law Institute, Agency 2d,page 7)

Delinition #4: "Agency" means a relationship in which a real estate broker acts

for or represents another by the other person's express authority in a transaction.
(Iowa Code 5438.7)

Background
Consumer Confusion: Ancient
Since the early days of real estate brokerage, consumers have shown confusion about real estate broker-

age and agency relationships. Early Iowa Supreme Court decisions, starting in 1905, evidence such con-

fusion, including:
Larson vs. Thoma
Rodenchirch vs. layton
Havner vs. Miller
Foley vs. Mathias
Mentzel vs. Morse
Swift vs. White.
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Common questions arise in these cases:
a Does the broker only represent the party paying his commission?
a May subtle statements made by parties to the transaction cause the broker to become a dual agent?
a Is it wrongful to list properties owned by different sellers which are competing in their characteristics

and amenities?
I May the broker perform ministerial acts for another person without breaking allegiance to his princi-

pal?

Consumer confusion: Modern
In more recent times, surveys and studies have shown that the confusion continues to exist.

"During the first half of the 1980s, considerable discussion of who represents
whom in real estate kansactions took place. . . Several major studies were pre-
pared during this period to try to determine what caused the confusion and possi-
ble solutions to the problem. Major studies were prepared by the National Asso-
ciation of Real Estate License [aw Officials (NARELLO) and the National As-
sociation of Realtors (NAR). The Federal Trade Commission and several states,
including the Hawaiian Real estate Commission and the California Department
of Real Estate, also undertook studies of this problem. . . Of the studies done,
several different conclusions were developed. There was one common conclu-
sion, however, and that was that consumers as well as real estate brokers are con-
fused about who represents whom. The studies also revealed that much confu-
sion exists about what level of service the real estate agent provides. Apparently,
there is a pressing need to clarifr and clearly articulate the various agency rela-
tionships. The issue of dual agency, which has proven to be most troublesome,
is perhaps the least-understood relationship." (Who's My Boss? Jules Schneider
and Bill Tune, Copyright 1989 by Gorsuch Scarisbrick, Publishers, Scottsdale,
AZ8s2s8)

Woman Alleges Fraud on Paft of Edina Realty
Claims firm surreptitiously represented buyer and seller in a home transaction

Minnesota Star Tribune, April t4,1992

A Minnetonka homeowner sued Edina Realty, Monday, charging that the
company defrauded some of its home-buying customers by not telling them that
its agents were also representing the sellers.

Douglas A. Kelly and Rod Wilson, attorneys for plaintiff Jamie C. Bo-
kusky, are seeking to have the complaint certified as a class action, to included
all buyers and sellers in home transactions in which both sides were represented
by agents of Edina Realty.

"We basically became aware of this practice of Edina Realty through a
Realtor who does engage in representing only one parly of a transaction, so we
investigated it and sought class representatives who would be willing to initiate
the class action." Wilson said.

Edina Realty officials declined to comment. The suit was filed in U.S. Dis-
trict Court in Minneapolis.

Bokusky, who asked agents from Edina Realty to help her buy a house in
August from sellers who also used Edina Realty agents, maintains in the com-
plaint that she wasn't aware that the seller was using Edina agents. Bokusky was
one of about 20 Edina Realty clients contacted by Kelley and Wilson in the in-
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vestigation.
Minnesota Commerce Commissioner Bert McKay, whose department regu-

lates real estate agents, said late yesterday that he was unilware of the suit.
The complaint names the brokerage's parent company, Vletropolitan Finan-

cial Inc., Metropolitan Financial President Roger Rovick and a number of its di-
rectors. The suit alleges fraud. breach offiduciary duty, breach ofcontract and
violation of the Racketeer Inlluence and Corrupt Organizations Act. The latter
charges would be sought through allegations of mail and wire fraud, Kelley said.

Basic Definitions:
Agent: One who is authorized to represent and to act on behalf of another person.
Appointed agent: 'Appointed agent" means that affiliated licensee who is appointed by the designated

broker ofthe affiliatecl licensee's real estate brokerage agency to act solely for a client ofthat broker-
age agency to the exclusion of other affiliated licensees of that brokerage agency.

Client: "Client" means a party to a transaction with whom the broker has a brokerage agreement for bro-
kerage services or who a licensee represents in the transaction.

Customer: "Customer" means a consumer of real estate services in connection 
"vith 

a real estate trans-
action rvho is not beilrg representecl by the licensee, but for rvlrom the licensee nray perform ministe-
rial acts. A ctstomer may be a client of another broker, may not have yet decided whether or not to be
represented by any broker, nor may have chosen not to be represented by any broker.

Dual agent: the agent representing both parties to the real estate transaction.
Principal: In a fiduciary relationship, the principal is the person who hires a real estate broker to repre-

sent him or her in the sale of property.
Subagent: "Subagent" means a broker and their affiliated licensees, engaged by another broker to act as

an agent for a client. The subagent has the same obligations and responsibilities to the client as the
primary broker representing the client.

Third party: "Third party" lneans a person or entity that is not a client, is not a party to the transaction,
and has no agency relationship to a real estate brokerage.

Undisclosed dual agent: "Undisclosed dual agent" means a licensee who represents two or more clients
in the same transaction whose interests are adverse without the knowledge and informed consent of
the clients.

Fiduciary Obligations to Principals
When a licensee is representing a principal in the transaction, the agent normally has the following duties:

= Promote the interest of the principal with utmost care, integrity, hce:sty and loyalty.

= Continue to seek a favorable contract for the principal.

3 Disclose known adverse facts about the transaction and property to the principal.

= Refer the principal to experts for questions the agent is not trained to answer.

= Keep the principal's confidential information confidential (e.g., information which might place the
principal at a disadvantage when negotiating; information about the principal's bargaining price; dis-
closure about the principal's motivation factors for buying or selling; the principal's needs or finan-
cial information).

= Account lbr all money in a timely manner.
3 Comply with all state and federal laws.

Obligations to Customers
When the agent is representing a principal in a transaction, the agent:
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Shall disclose to the customer all material adverse facts actually known by the licensee according to
Iowa Law.
May provide assistance to the customer by performing ministerial acts (e.g., preparing offers, pre-
senting offers, provide information and assistance concerning professional services not related to real
estate brokerage service, etc.)
May show alternative properties not owned by the seller or landlord to prospective buyers or tenants
and may list competing properties for sale or lease without breaching any duty or obligation to the
seller or landlord. The licensee may show properties in which the buyer or ternnt is interested to
other prospective buyers or tenants, may assist other competing buyers or tenants, and may erter into
brokerage service agreements with other competing buyers or tenants without breaching any duty or
obligation to the buyer or tenant.

Duties to AII Parties
In providing brokerage services to all parties to a transaction, a licensee shall do all of the following:
+ Provide brokerage services to all parties to the transaction honestly and in good faith.

= Diligently exercise reasonable skill and care in providing brokerages services to all parties.

= Disclose to each party all material adverse facts that the licensee knows except for the following:
material adverse facts known by the party; material adverse facts the party could discover tluough a
reasonably diligent inspection, and which would be discovered by a reasonably prudent person under
like or similar circumstances; material adverse facts the disclosure of which is prohibited by law; ma-
terial adverse facts that are known to a person who conducts an inspection on behalf of the party.

= Account for all property coming into the possession of a licensee that belongs to any party within a
reasonable time of receiving the property.

Tlpical Situations when an agent could/would/should choose to be a(n):
Seller's Agent.
Buyer's Agent.
Subagent.
Disclosed Dual Agent.
Appointed Agent.

Situations appropriate for becoming a Seller's Agent:
3 The seller calls you to list their property.

- You are not working as a buyer's agent to find a property with characteristics of the seller's property.

= Your company policy prohibits you from becoming anything other than a seller's agent.

= The seller has no plans for purchasing another property inthe licensee's geogaphic servicing area.

= The buyer's agency company will share the commission with a seller's agent; the seller is unwilling
to pay the commission.

Situations appropriate for becoming a Buyer's Agent:

= The buyer calls upon you to find a property to solve certain personal or business needs.

- You are not working as a seller's agent to market property which is desired by the buyer.
r Your company policy prohibits you from entering any agreement other than a buyer's agency agreement.

- The listing company will share the commission with a buyer's agent; the buyer is unwilling to pay
the commission.

Situations appropriate for becoming a Subagent:

- The agent is willing to become responsible for misrepresentations made by the subagent; the seller is
willing to become responsible for misrepresentations made by the subagent.
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= The agent r.vants more control over the activities of those working with the agent; the agent requires

all licensees working with the agent be a subagent.

= The agent has obtained an open listing on the seller's properly and offers subagency to ensure the

subagent will not solicit a listing for his own oll this same property.

3 The agent requires that licensees showing her listing will supply the agent rvith the necessary list of
prospective buyers who have viewed the property for protection under the "safety/protective" clause

orrce the listing lras expired.

= The agept lvants a strict joint venture with other licensees; she is able to accomplish this by offering

subagency.

Reasons for not allowing subagency would include: 1. the seller/listing agent does not want liability for

misrepresentations made by the subagent. 2. the listing company is a "principals only" company and

will not share the commission with anyone outside their office.

Situations appropriate for becoming a Disclosed Dual Agent.
3 The buyer r,rants to purchase a property which is listed with the agent who is also helping the buyer.

? The seller is not looking for a property in which to live; the desired property is listed with the broker

rvho just receflly listecl and sold this same seller's property.

- Both buyer and seller want fiduciary duties performed by the same company and are willing to abide

by the limitations established by Iorva larv.
+ The broker lists a property which has characteristics desired by the buyer lvho has a buyer's agency

agreement with the listing broker.

Situations lgappropriate for becoming a Disclosed Dual Agent.
Sometimes agents automatically make all in-house transactions disclosed dual agency transac-

tions. I believe it to be inappropriate for an agent to represent buyer and seller r.rhen the agent orvns thc

property. It becomes obvious that the seller, who is also the agent, cannot act in an unbiased manner to-

ward all parties in the transaction.
The buyer and seller have agreed to disclosed dual agency in their transaction. Trvo (2) agents in

the offrce are handling the details for their respective clients. The agents may share confidential client

information between themselves; they may never relay this information without written permission to

their clients. (if you think this is an incorrect statement, consider that one (l ) agent may facilitate the en-

tire transaction and possess both clients' confidential information.-What's the difference?). If clients

do not want agents to engage in this kind of sharing, disclosed dual agency should not be used. If com-

panies strictly limit "sharing" betlveen agents during dual agency transactions, the companies are in actu-

ality importing appointed agency requirements into the dual agency transaction. See Appointed Agency

requirements, below.

Situations appropriate for becoming an Appointed Agency
What is "Appointed Agency?" When buyer and seller are unhappy about the "scaled down" fidu-

ciary services available to them under disclosed dual agency, the designated broker may suggest the use

of appointed agency, If agreeable to all parties, the broker would divide the office into teams which
r.l,ould show loyalty to either the buyer or the seller, but never both. That is, certain agents would exclu-

sively represent the seller in the transaction and ceftain other company agents would exclusively repre-

sent the buyer in the same transaction. The desiErated broker (probably the owner of the company or

branch office manager) would serve as liaison and is legally able to receive confidential. fiduciary infor-

mation from the buyer's licensees or the seller's licensees, but must not betray this information to oppos-

ing tearn members.
Suppose that both buyer and seller have aEeed to pay a comtnission in this transaction. Does this
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rnake the designated broker a dual agent? No; when fulfilling appointed agency laws, Iowa statutes
shield the designated broker from liability under undisclosed dual agency laws.

There is a "money" reason for appointed agency. The listing broker may like to keep the transac-
tion totally "in house" (i.e., the broker does not want to share the commission with another company) and
both buyer and seller have refused the limited fiduciary duties available under dual agency. Instead of
refening either the buyer or seller to another real estate company for fiduciary services, all parties may
agree to appointed agency, giving seller and buyer the full fiduciary protection they desire.

Coverage of Iowa Laws and Rules and Regulations
543B.56

Duties to all parties to the transaction.
Duties to a client.
Prohibited conduct.

543B..57
Confirmation and disclosure of relationship.
When to disclose.
What is "specific assistance?"
Disclosure essentials.
Compensation agreeme nts.

543B.58
Representing more than one party;, Dual Agency

543B.59
Representing more than one party; Appointed Agency

Establishing a Company Policy
Iowa statutes require each real estate office to have a written company policy which describes

agency relationships available in that office. If multiple agency relationships are available, such as dis-
closed dual agency, the policy must also describe Iowa's newest mode of agency: appointed agency.

When appointed agency is available (or any relationship in which multiple parties are repre-
sented), the policy must alert the public to office procedures designed to prevent mishandling of informa-
tion tluough both formal and informal sharing of information, the physical make-up of the office and per-
sonal relationships of affiliated licensees who are representing clients with adverse interests. See the
Iowa statutes regarding company policies under l93E-1211 (5438) in the Appendix included with this
program.

Although a company policy on agency is required by law, it is no longer necessary to give this to
customers and clients. However, most real estate licensees do give the company policy agency disclo-
sure very early in their acquaintance with prospective buyers and sellers and landlords and tenants. The
reason for this may be that their agency relationship forms make direct reference to this company policy.
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Chapter 2

Iowa Real Estate Commission Problem Areas

Overview: Numerous complaints have been receivecl by the Iowa Real Estate Commission about licen-

sees. The following is a summary illustrating the most frequent licensee violations.

Learning objectives: after studying this section, you should be able to:
g Givelxamples of larvs and regulations most frequently violated by real estate agents in Iowa.

Z Analyze laws and regulations most frequently violated by real estate agents in lowa.

a Reciie ways to *or. fully comply wittrimportant rules and regulations governing licensee practice in

Iowa.
tr Give examples of professional incompetency as it relates to practice in Iowa.

Problem Area: Listings.
Iowa's rule and regrrlation pertaining to listing contracts has the purpose of establishing minimum re-

quirements for compensation recovery; should these standards not be met in the listing contract, the cli-
ent may have sufficient reason to avoid payment of compensation. The Iowa Supreme Court has called

this regulation a type of statute offrauds which prevents certain contracts from being enforced in court.

As you examine tG rule below, notice the importance placed upon all essentials, such as: definite termi-

nation date; signatures of all parties concemed; a statute against automatic renewal clauses and others.

The rule further declares the practice of taking a "net" listing as against the law. This prohibited action

condemns such a practice foigood cause. First, the agent may be tempted to withhold disclosure about

the fair market vaiue of the property from the seller. Second, tlre net listing entices the licensee to only

present offers which are favorable to the broker (because the broker will "net" all proceeds above a cer-

tain minimum reserve price by the seller). Since Iowa statutes require presentation of all offbrs, net list-

ings would encourage ih. brok". to commit a violation of a different statute desiged to protect the pub-

lic.

Also found in this section is a regulation designed to prevent licensees from having their listing contracts

interfered with by another agent. Even before this statute became effective in Iowa, courts and boards of
REALTORS were enforcing judgments against brokers who "invaded the privacy" of another agenJ's

exclusive listing. Now licens."r *uy have actions taken against them in the courts, the local board of

REALTORS and the regulatory agency.

f93E-11.3 (5438) Listings. (unofficial copy)
All listing agreements stratt be in writing, properly identiffing the property and containing all of the

terms and conditions under which the property is to be sold, including the price, the commission to be

paid, the signatures of all partier .on i*.d and a definite expiration date. The agreement shall contain

no provision requiring a p;rry signing the listing to notifr the broker of the listing party's intention to

cancel the listing aftei such definite expiration date. An exclusive agency or exclusive right to sell listing

shall clearly indicate that it is such an agreement. A legible copy of every written listing agreement or

other writtenauthorizationshall be givento the ownerof the property by a licensee as soonas reasonably

practical after the signature of the owner is obtained.

I L l(1) a licensee shall not solicit or enter into a listing or brokerage agreement with an owner if the li-

censee knor,vs or has reason to know that the owner has a r.r,ritten unexpired exclusive agency or exclu-

sive right to sell listing agreenrent to the properly rvith another broker, unless the or.vner initiates thc dis-

cnssion ancl the licensee has not directly or indirectly solicited the listing or brokerage agreement.

A. However. if the owner initiates the discussion. the licensee may negotiate and enter into a listing or
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brokerage agreement that will take effect after the expiration of the current listing.
B. If the owner initiates the discussion, the licensee may inform the owner that the owner must allow the

current listing to expire or obtain a mutually acceptable cancellation from the listing broker before
any further discussion can take place.

1 1.1(3) a listing agreement shall not be assigned, sold, or otherwise transferred to another broker without
the express written consent of all parties to the original agreement.
I l.l (4) Net listing prohibited. No licensee shall make or enter into a net listing agreement for the sale of
real property or any interest in real property. A net listing agreement is an agreement that specifies a net
sale price to be received by the owner with the excess over that price to be received by the broker as
commission. . .

I 1.1(5) a real estate licensee shall not induce another to seek to alter, modifr, or change another licen-
see's fee or commission for real estate brokerage services without that licensee's prior written consent.
I 1.1(6) any commission or fee in any listing ageement is fully negotiable among the parties to that list-
ing agreement. Once the parties to a listing agreement have agreed to a commission or fee, no licensee
other than a parW to the listing agreement shall attempt to alter, modify, or change or induce another per-
son to alter, modifu or change a commission or fee that has previously been agreed upon without the
prior written consent of the parties to that listing agreement.

Problem Area: Trust Accounts.

One of the greatest business inventions of all time is the trust account. This fiduciary account allows
your money to be held in custody by another party without that person's creditors being able to levy on
those funds. The broker's creditors cannot take the purchaser's earnest money from the trust account.
The IRS cannot levy on the trust account (other than the broker's $1,000 of personal money to maintain
the account) to pay the broker's federal tax liability.

As can be imagined, real estate brokers have used trust funds in illegal ways. In Florida, a broker pur-
chased a new office for his real estate company using his customer's trust money. Another broker took
loans from the trust account to help finance company operations. trn tns Angeles, a broker promised that
she would return from a brief vacation and close all pending transactions-the broker absconded with the
trust funds and was never heard from again. In another case, the salesperson was instructed by the agent
to make the eamest money check payable to the agent; he used the money to finance his wedding and
honeymoon. Even though he made full restitution, the regulatory agency revoked his license. One must
never use trust funds in any way other than allowed by law. [,et's look at Iowa's statute regarding depo-
sition of earnest money:

1.27(l) a. All trust funds must be deposited into the broker's trust account by no later than five banking
days after the date indicated on the document that the last signature of acceptance of the offer to pur-
chase, rent, lease, exchange, or option is obtained.

Problem Area: Disclosure of Agency.
Review again the Agency Disclosure section found in the first chapter of this study manual.

Problem Area: Maintaining inadequate transaction records.
Regulations provide a $2,500 penalty for failing to maintain certain tlansaction records. ln addition to
maintaining the general and individual trust account ledgers, make ceftain you possess the following in
your files: (and keep them for a minirnum of five years!)
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l. Bank statements;
2. Canceled checks;
3. Copies of contracts, listings, sales, property disclosure statements, rental and leasing forrns;
4. Closing statements;
5. Pertinent correspondence, and
6. Any additional items necessary to verifi or explain an entry.

Problem Area: Failing to obtain all signatures on contracts or to obtain signatures or initials of all
parties to changes in a contract.

It's always a good idea to check courthouse records for ownership; this public information will give you
a good start when deciding which party should sign the listing. A lady requested her property be listed;

she informed the agent she was divorced and her signature was the only signature necessary for listing
the property. Unbeknownst to the licensee, she was not divorced and her husband entered a complaint
against the broker with the Iowa Real Estate Commission. The Commission suggested the agent check
public records for ownership. Had he completed this simple step, the obvious error could have been

avoided.

When you are not certain which party should sign the listing for corporate property, comply with the cor-
poration by-laws (Rodgers vs. Baughman). You signing the buyer's name, even with permission, can

become hazardous to your real estate business (Mentzel vs. Morse).

A certain broker removed an important financing contingency from the buyer's offer and deceitfully ob-
tained his signature onthe contract. Such a dangerous change requires full disclosure; the broker rvas

guilty of fraud.

Problem Area: Professional Incompetencl'.
The following practices by the agent may result in discipline:

= Making misleading, deceptive, untrue or fraudulent representations or engaging in unethical conduct

or a practice harmful or detrimental to the public. 5438.29(2), (3).

= Making any substantial misrepresentation.

+ Making any false promise of a character likely to influence, persuade or induce.

= Failing, within a reasonable time, to account for or remit any monies coming into the license's pos-

session which belongs to others.
+ Being unworthy or incompetent to act as a real estate broker or salesperson in a tnanner as to safe-

guard the interests of the public.

The eamest money was in the form of 4 post-dated check; the salespersons falsely represented the eamest
money as cash. When the broker leamed of this discrepancy, he covered up the fact and refused to tell
the seller the truth. The transaction failed and the seller was damaged financially because of the licen-
sees' behavior. The salespersons had their licenses revoked for misrepresentation. The broker's license
was also revoked for concealment. This story describes the very reason the above rules were written.
These licensees could not be trusted to protect the public.

Problem Area: A trust account shall be maintained and it shall be interest bearing.
The broker shall not commingle personal funds with trust monies. 5438.46 (1), (4).

Most trust accollnts in Iowa require the accrued interest be paid to the State of Iowa. This interest is used

to fund the Iowa Title Guarantee program (newer changes to the law permit the interest to go to various
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groups, charities, etc.)

You are not permitted to commingle your funds with your client's funds (exception: up to $500 for ac-

count maintenance). Lawpermits you l5 days from the date of the bank statement to remedy any defi-
ciencies in this "broker equity" ledger of the trust account. Make sure that you keep enough of your own
money in the trust account to cover the expenses of maintaining the account. If your check printing
charge will be automatically withdrawn from tlre tmst account, make sure adequate funds are in the ac-

count to cover that charge.

Summary: Most violations come from tluee (3) problem areas:

1. Improper handling of trust funds.
2. Bad faith and dishonest acts.
3. Professional incompetency.

What methods may be employed to avoid these common violations?

It is imperative that you know the law. This includes the license law, rules and regulations designed to
protect the public tiom unscrupulous real estate agents. By knowing the law, you has a prescription for
trouble shooting most situations which arise in the profession of real estate. The law also includes the

common law which is derived from case law originating over many years. The case law gives a practical
interpretation of the license law; knowing this interpretations can sharpen your skills in the lawful mar-

keting of real estate.

It is improper for agents to place wealth building ahead of fiduciary relations with the client. Greed is

the enemy of all real estate practitioners. One should never substitute improper activities for proper legal

behavior. When you have the choice of doing what is ethical over that which is deceitful, ethical behav-

ior should win out each and every time. A broker had his license revoked in Califomia. In proceedings

to regain his license, the agent responded that he had entered the real estate business to ". . . Make a lot of
money in a short period of time with little or no work." Needless to say, the regulatory agency thought it
dangerous that a person, with these motives, be engaged in real estate sales. It is helpful to understand

that selling real estate is a privilege and not a right. Real estate is a profession and, just like other profes-

sions, the licerse to practice this profession can be lost for unscrupulous dealings or failing to follow the

law. Abuse the licerse; lose the license!
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Chapter 3
PIay by the Rules; Business Conduct

Overview: Next to the narcotics industry, it has been saicl that real estate brokerage has more rules and

regulations than any other profession. But rules aren't all bad. Imagine any sporting event which has

discarded the rules; complete bedlarn, anarchy and chaos ensues. The purposc of this chapter is to ex-

plain gound rules for legal participation in the marketplace. Use this time to review guidelines which
your Real Estate Commission and legislators have enacted for consumer protection.

Learning objectives: as a result of studying this chapter, you should be able to:
e Explain rules and regulations which govern the real estate profession.
g Recite meanings of diflicult laws.
A Amlyze the scope of important laws.
e Recite key time periods important for consumer protection.

Broker Definition/Acts Constituting Dealing in Real Estate: 5438.3 and 6.

Changes have occurred in the definition of a broker. It is still true that when you are sellingileasing real
property for another and for consideration, that you usually need an Iowa real estate license. When a per-

son holds herself out as a real estate agent, she is required to possess that license. Single transactions and

multiple transactiorx still come within the scope of the lau'. New changes include: the buying or selling
of options; the buying or selling of businesses. A licensee is able, for commission, to re-sell an option to
an new owner. Licensees may sell btsinesses which include real property. Whether a business or an op-

tion, money accepted by the licensee needs to be deposited into the trust account.

Acts Excluded From Provisions 5438.7
An attorney-in-fact is exempt when authorizing the final consurlmation and execution of any contract for
the selling, leasing or exchanging of real estate. Some think an attorney-in-fact is exempt from all li-
cense law and exempt from becoming a real estate licensee. Notice: the exemption is in authorizing the

final consummation and execution of the transaction documents; this appears to exclude the showing and

marketing of the property. Make sure the porver-of-attorney is recorded at the court house; a cloud may

appear on the title and delay the closing if it lacks recording. Resident managers are specifically ex-

cluded under this definition. Employees of a governmental agency may be exempt in the conduct of offi-
cial duties. Employees of private utility companies are exempt in the duties they perform pertaining to

company owned property.

Qualifications: 543B. 15
Forgery, embezzlement, extortion, moral turpitude and conspiracy are now stated reasons for denial of a
real estate license. If your professional license was revoked in another field of employment, this could
be cause for license denial in real estate. The licensee must notify the real estate commission within ten
(10) days of conviction of numerous offenses. (Old law said 60 days)

Custody of the Salesperson's License 5438.24
The license of a real estate salesperson shall be delivered or mailed to the real estate broker by whom the

real estate salesperson is ernployed ancl shall be kept in the custody and control of tlrc broker. If this li-
cense is returned to the regulatory agency, it.is no longer necessary to send it by certified mail (although
certified is a great way to do it).

Display of License 5438.25
A real estate broker shall conspicuously display, inthe broker's place of business. the ctnrent real estate
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broker's license issued to the broker and the licenses issued to the broker's staff. ( I think our attorney
general has said they should be displayed near the office main door entrance.)

Change of Location 5438.32
Notice in writing shall be given to the Iowa Real Estate Commission by each licensee of any change of
principal business locatioq whereupon the commission shall issue a new license for the unexpired period
upon the payment of a fee established by rule to cover the cost of issuing the license.

Insurance Requireme nt 5438.47
Errors and omissions insurance is a requirement of active licensure. The licensee must comply with and
prove insurance coverage each year. Inactive licensees are exempt from the requirement. A licensee
shall have the option of obtaining insurance independently if the coverage contained in an independently
obtained policy complies with the minimum requirements. If your license is active without E&O cover-
age, the regulatory agency may ask you to pay a $1,000 voluntary compliance penalty for rule violation.
Always make sure your E&O is current. Here is where one problem arises: the E&O policy renews each
year; your license renews every ttree (3) years.

Rcal Estate Disclosures 558A 1r2,3,4.
Real estate disclosures of property condition were required beginning July l,1995. Residential property
consisting of one to four family dwellings are covered by the law. Numerous transactions are exempt,
including: divorce settlement properties; properties transferred through condemnation; inherited proper-
ties; properties transferred to a trust; properties acquired tluough foreclosure or deeds-in-lieu of foreclo-
sure and properties conveyed by quit claim deed.

The disclosure is required whether or not a real estate agent is involved in the sale. The disclosure needs
to be in writing. The disclosure must be delivered before each party signs the purchase agreement. If the
disclosure is not timely given or received, the party has three days to withdraw from the transaction once
they receive the disclosure or five days to withdraw if sent by mail. The law does not speciff if the buyer
can rescind the sale once the transaction has closed. Failing to file this document with the county re-
corder does not place a cloud on the property title. All information included in the disclosure must be
disclosed in good faith. Approximations should be listed as such. If the properly conditions differ from
the original disclosure, amendments to the disclosure must be made. Delivery of amended disclosures is
the same as the original disclosure. Information obtained from a state or govemmental agency is deemed
to be accurate unless parties to the transaction are aware of adverse information. Numerous items must
be included in the disclosure. The required disclosure is a bare-bones disclosure; the trade association
(Iowa Association of REALTORS) uses a much embellished disclosure beyond the legal minimum re-
quirements.

Support Personnel for Licensees Administrative Rules 193
Activities Unlicensed Assistants Can Perform:

= Answer the phone, provide information about a listing to other licensees, and forward calls from the
public to a licensee.

= Submit data on listings to the multiple listing seruice.

= Check on the status of loan commitments after a contract has been negotiated.

= Assemble documents for closing.

= Secure docutnents that are public infonnation frorn the courthouse and other sources available to the public.

= Flave keys made for company listings.
3 Write advertisements and promotionalrnaterials for the approval of the licensee and supervising broker.
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= Record and deposit earnest money, securitv deposis and advance rents.

= Type contract forms as directed by the licensee or the supervision broker; monitor personal files.

= Compute commission checks.

= Place signs on property.

= Order items of routine repair as directed by licensee.

= Act as courier for such purposes as delivering documents or picking up keys; the licensee remains responsible
for ensuring delivery of all executed documents required by Iorva larv and commission rules.

= Schedule appointments with the seller or the seller's agent in order for a licensee to shorv a listed
property.

= Arrange dates and times for inspections.
:> Arrange dates and times for the mortgage applicatioru the preclosing walk-tlrough and the closing.
+ Schedule anopen house.

= Perform physical maintenance on a property.

= Accompany a licensee to an open house or a showing and perform the following functions as a host
or hostess:

1. Open the door and greet prospects as they arrive.
2. Hand out or distribute prepared printed material.
3. Have prospects sigu a register or guest book to record names, addresses and telephone numbers.
4. Accompany prospects tluough the home for security purposes ancl not answer any questions pertain-

ing to the material aspects of the house or its price and terms.

Activ ities Unlicens ed As sis tants Cannot Perform :
Unauthorized activities include:

= Making cold calls by telephone or in person or otherwise contacting the public for the purpose of se-
curing prospects for listings, leasing, sales, exchanges or property rnanagement.

=+ Independently hosting open houses, kiosks (summer house/pavilion), home show booths or fairs in-
dependently.

+ Preparing promotion materials or advertisements without the review and approval of licensee ancl su-
pervising broker.

= Showing property independently.
+ Answering any questions on title, financing, or closing (other than time and place).

= Discussing or explaining a contract, listing, lease agreement or other real estate document with any-
one outside the finrr

= Negotiating or agreeing to any commission, commission split, management fee or referral fee on be-
half of a licensee.

= Discussing with the owner of real property the terms and conditions of the real property offered for
sale or lease.

= Collecting or holding deposit monies, rent, other moneys or anything of value received from the
owner of real property or from a prospective buyer or tenant.

= Providing owners of real property or prospective buyers or tenants lvith any advice, recommendatiorx
or suggestions as to the sale. purchase, exchange, rental or leasing of real property that is listed, to
purchase, exchange, rental or leasing of real property that is listed. to be listed or currently available
for sale or lease; or

= Flolding one's self out in any manner, orally or in writing, as being licensed or afliliated with a par-
ticular firm or real estate broker as a licemee.

193 (5438) Information provided by nonlicensed support personnel restricted.
Nonlicensed support personnel may. oll behalf of the ernployer licensee. provide information concernirrg
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the sale, exchange, purchase, rental, lease, or advertising ofreal estate, only to another licensee. Support
personnel shall provide information only to another licensee that has been provided to them by the em-
ployer licensee either verbally or in writing. Support personnel shall provide the information only to an-
other licensee.
When reviewing situations regarding unlicensed assistants, the Iowa Real Estate Commission will look at
the answers to the following questions:

=+ Was the broker physically able to supervise?

= Had the broker contracted to avoid the responsibilities of supervision?

= In what type of activity was the unlicensed assistant engaged?

= Had the broker established written policies and procedures to guide both licensed and unlicensed per-
sonnel associated with the firm?

+ Did the broker try to prevent violations of the statute or regulations?

= Did the broker W to avoid leaming about a violation?

This compilation is not intended to be applied universally in all circumstances; the Iowa Real Estate
Commission advises you to consult an attorney when in doubt. A licensee and a licensee's broker should
be careful that an assistant performs no brokerage activity unless the assistant obtains a license.

Be alert to other areas such as:
When advertising in your own name, make sure that you are the owner of the property being advertised.
A good ethical practice would be to disclose, in the ad, that you are a licensee. The ad might be titled:
"For sale by owner/broker. . .," to put the public on notice that they are dealing with one who derives
their income from real estate sales/leasing. This would apply to most every type of transaction in real
estate including: Personal sales, rentals, or exchanges on which no brokerage fees are paid.

When required by any party to the transactiorU the licensee must produce pleggsglgprtt. Reports will
serve to update the parties on the transaction and needs to be given when requested at agreed intervals
until the transaction has closed. It would be logical that if funds are held until certain work is completed,
the licensee should continue to give status reports until the release of the escrowed funds.

The protective clause protects licensee for commissions when a prospective purchaser decides to buy the
property directly from the seller after listing expiration. To make this clame enforceable, the broker
must give the buyer's name and contact information (old law said: buyer's address) to the seller before
the listing expires. The protected list of prospective buyers may be personally served on the seller or
mailed. If personal service is used, a signed receipt must be obtained. If mailed, it must be mailed by
certified mail (return receipt requested but restricted certified mail is not required but would be a great

idea) anre!_regular mail. In my files, I have over 100 supreme court battles between sellers and brokers
over protective clause disputes; these cases, from all over the United States, demonstrate the problems
resulting from inadequate fulfillment of protective clause requirements. Follow the law perfectly and

hopefully the court will pay your commission.

Iowa statutes permit you ten (10) calendar days to make correctiors to errors in advertising. Advertising
should never be misleading or false. The broker is ultimately responsible for all ads; the salesperson
should submit all copy to the broker for approval. An old case I studied went this rvay: licensees fbund
they could generate more phone calls from ads by replacing their company name with "for sale by
owner." The results were staggering but the method deceptive. This techniQue \vaS soon prohibited by
regulatory agencies as wrongful adverlising. Real estate advertising shall not be nrisleading, deceptive.
or intentionally misrepresent alry propefty, terms of sale, property values. or policies or services cf tlie
brokerage.
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All purchase agreements must be presentedprompl{v. Rules and Reg.'s provide tbr fines up to $2,500
per violation for failing to immediately present all offers. Both "promptly" and "immediately" are used

when describing offer presentations; I prefers the practice of presenting offers "instantly." Instantly pre-

senting offers could solve some of the problems experienced by licensees who unnecessarily delay oller
presentations. Promptly and immediately are normally judicially interpreted as meaning "within 24

hours"; instantly means right away and right now. Instantly n:uy be your goal but may not be practical in
every situation. Once tlrc offer is presented, the seller's response must be promptly and immediately
communicated back to the purchaser.

When closing transactions, make sure that all parties receive closing statements accurately reflecting
transaction costs. A copy of this statement must be kept in the closing file for five (5) years. It is always
the listing broker who has the option of closing the transaction. In that event, the selling broker should
deliver the eamest money to the listing broker for disbursement. Certain care must be taken when the

selling broker receives cash as eamest from the buyer and when the listing broker has elected to close. A
salespenon may close the transaction when having permission or supervision from her broker.

Certain prohibited practices are outlawed by the rules and regulations. "Tying" is a practice whereby tlre
licensee attempts to make one transaction contingent upon another. An example: broker Cheatum agrees

to present the buyer's offer on a certain property, but only fthe buyer lists his home with broker Chea-

tum. The broker is using the seller's property to gain more profit, a double commission, for the broker;
this profit was not provided for in the listing. A second example: a banker cannot condition loan ap-

proval upon the mortgagor's purchase ofthe subject property through the banker or associated broker
entity.

When a broker's license is suspended or revoked, the broker must cease all activity sanctioned by that
license, and. as of the effective date ofthe suspension. Salespersons of the broker are automatically
placed on "inactive status" and their licenses are to be retumed to the real estate commission. Compen-

sation earned before the effective date of the revocation may be received by the broker. All principals
must be placed on notice of this disciplinary action which may allow thern to enter contracts with other
firms. Any "hint" of being in the real estate brokerage business must be removed during this period of
discipline including: the telephone must be answered in a different manner; billboards must be covered
over;for-sale signs must be removed; uniforms showing sponsorship of athletic teams must be redes-

igned, etc."

Licensees must never receive "finder's fees" or "kick-backs" from lenders. This "kick-back" system was

used in the earlier part of the 20th Century to reward real estate agents for bringing prospective mortga-
gors to the lender. Because the consumer may not be receiving the most economical credit fees avail-
able, such practices are prohibited as being "not in the best interest of the public" or predatory.
"Predatory practices" are against the best interest of the public. Examples which might be predatory in-
clude lenders: preying uponcertaintypes of purchasers:'uvhich may not be able to afford the loan;using
language to describe loans to borrowers whichare hard to understand; giving free golf outings to agents

bringing borrowers to the lender; giving free or reduced office rental space to real estate agents which
bring them prospective mortgagorc; giving free photocopy service to agents which . . . and the list goes

on.. .

The licensee must distribute executed documents as required by statute. Whenever a buyer or seller
signs their name to an1, docurnent. it is required that you give them a copy of the document as soon as

practical. Befbre modern changes to the law we uare required to give the copy as soon as they signed
the document. Here's how it worked. Carbon paper u,as intenvoven between the five (5) copies of the
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sales contract. We left copy #1 with the purchaser when she signed. Copy #2 was given to the seller
when he signed. Copy #3, now with both parties signatures, was delivered back to the purchaser. Copy
#4 was kept in the broker's files for the required five years. Copy #5 was for the lender if financing was
a contingency. I think carbon paper is still available in office supplies stores. Today, make certain you
give clients and customers copies of what they sign as soon as practical.

A licensee must disclose to a client any financial interest the licensee or brokerage has in any business
entity to which the licensee or brokerage refers a client for any service or product related to the transac-
tion. The statutes indicate a hurdle-rate ownership of more tt:r,n lYo and includes those related to the

licensee by blood, marriage, adoption and/or business entity. If in doubt, disclose the financial interest;
make the client alert to the fact that you might benefit financially through referral of business. Read the
statutes included with this book; take the sample disclosure to your lawyer for a determination that the
disclosure will give full protection. Be sensitive to any additions your lawyer may suggest to make the
disclosure tl'gftr.

Every Iowa resident real estate firm or self-employed broker shall maintain an office for the transaction
of business in the state of Iowa which shall be open to the public during business hours or by appoint-
ment. It is permissible for different real estate companies to share office space but all records, trust ac-
count records, etc., must be maintained separately. Branch offices much be managed by a broker wtro is
not managing any other office. Special licenses are required for branch offices. When closing the busi-
ness, notification must be given to all clients informing them of the closure date permitting them to con-
tract listing agreements with another broker. A broker managing a branch offrce has the same responsi-
bility and liability for supervising salespersons as is imposed on the sponsoring broker.

The employing broker is responsible for supervising the sales staff. This responsibility for supervising
covers employees and independent contractors. The sales staffmust keep the broker informed of all ac-
tivities. Failure of the staffto keep the broker informed does not mitigate the broker's responsibility un-
der the law.

The Iowa Real Estate Commission will not settle feuds between licensees over compensation splits or
eamed commissions. (Florida Real Estate Commission will resolve issues among her licensees; Iowa will
not.) The licensees must look to their local board of REALTORS, enter the courts or take other actions

to resolve the matter.

BROKERAGE AGREEMENTS CONTENTS (Iowa Code 5438.56,4.)
A brokerage agreement shall speciff that the broker shall, at a minimurn, do all of the following:
o Accept delivery of and present to the client offers and counteroffers to buy, sell, rent, lease, or ex-

change the client's properly or the property the client seeks to purchase or lease.
o Assist the client in developing, communicating, negotiating, and presenting offers or counteroffers

until a rental agreement, lease, exchange agreement, offer to buy or sell, or purchase ageement is
signed and all contingencies are satisfied or waived and the transaction is completed.

o Answer the client's questions relating to the brokerage agreements, listing agreements, offers, coun-
teroffers, notices, and contingencies. Provide prospective buyers access to listed properties.

RESTRICTIONS ON PAYMENT OFCOMMISION TO OTHERS (Iowa Code 5438.60A)
A licensee shall not request a referral fee after a bona fide offer to purchase is accepted or listing agree-

ment has been signed. The purpose of this law is to prohibit licensees from interfering with contractual
arrangements, placing improper restrictions on consumer choice and/ or compromising a licensee's fidu-
ciary obligation or creating a conflict of interest.
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This section does not pertain to licensees of the same real estate company. This section defines a
"consllmer" as a client or prospective client or customer or prospective cutomer. Call your attorney for
an interpretation of the following provisions of this statute: "Iorva Code 5438.56,{ (3). A licensee shall

not offer, promote, perform, provide, or otherwise participate in any marketing plan that requires a con-

sllmer to receive brokerage services, including referral services, from two or more licensees in a single

real estate transactior; as a required condition for the consumer to receive either of the follorving: A.
Brokerage services from one or more of such licensees. B. A rebate, pize, or other inducement from
one or more such licensees."

Other Important Rules and Reg.'s
193E-1 1.3(5438) Brokerage agreements.
11.3(6) Compensation In any real estate transaction, tlre broker's compensation may be paid by the

seller, the buyer, the landlord, the tenant, a third party, or by the sharing or splitting of a commission or
compe nsation between brokers.

a. Payment of compensation shall not be construed to determine or establish an agency relationship. The
payment of compensation to a broker does not detennine whether a brokerage relationship has been cre-

ated betlveen any broker and a seller, landlord. buyer, or tenant paying such compensation.

i. The provisions of these rules do not apply to a gratuitous gift, such as flowers or a door knocker, to a
buyer or tenant subsequent to closing and not promised or offered as an inducement to buy or lease, as

long as any client relationship has terminated.
j. The provisions of these rules do not apply to a free gift, such as prizes, money, or other valuable con-

sideratiorl to a potential party to a transaction or lease prior to the parties' signing a contract to purchase

or lease and not promised or offered as an inducement to sell. buy, or lease, as long as no client relation-
ship has been established with the buyer or lessee.

193E-7.15(5438) Presenting purchase agreements.
7.15(5) A listing agent shall not refuse to permit a customer's agent or representative to be present at any

step in a real estate transaction including, but not limited to, viewing a property, seeking information
about a property, or negotiating directly or indirectly with an agent about a property listed by such agent;

and no agent shall refuse to show a property listecl by that agent or otherwise deal rvith a represented cus-

tomer rvho requests that the customer's agent or representative be present at any step in the real estate

transaction, except as provided in this subrule.
a. The customer's agent or representative does not have the right to be present at any discussion ofcon-

fidential matters or evaluation of the offer by the seller and the listing.agent.
b. Unless the seller provides written instructions to the listing agent to exclude a customer's agent or

representative from being present when the offer is presented. it is not unlawful for the customer's agent

or representative to be present.

c. Compliance with this rule does not require or obligate a listing broker to share any commission or to
otherwise compensate a customer's agent.
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Chapter 4
The Disciplinary Process

Overview: The removal of your license to engage in a profession by administrative action is one of the
most drastic proceedings known to the law. At one stroke of the pen it takes away your means of liveli-
hood and casts an immediate blight upon your whole life, family and business. This chapter describes
the discipline and hearing procedure. Because you have acquired your real estate license tlrough strug-
gle and sacrifice, you should know your rights under the law should you be found in jeopardy. This
chapter reveals the licensee's rights under the hearing procedure. Now it can be said: "Ignorance of
one's own rights is no excuse!"

Leaming objectives: After studying this chapter, you should be able to:
E List many methods of discipline available to the Iowa Real Estate Commission
ffi Amlyze key factors the Commission may consider before taking action against a licensee.
m State your rights during a disciplinary hearing.

Applicable Laws 5438
Iowa law provides numerous reasons for having one's license revoked or suspended. Reasons for revo-
cation or suspension include fraud in procuring a license, professional incompetency, misrepresentation
of many types, conviction of numerous acts (e.g., forgery, embezzlement, moral turpitude, etc.), failing
to maintain elrors and omissions insurance, trust account violations and other acts.

The Iowa Real Estate Commission may investigate the activities of licensees for violations of the above
activities, including: paying a commission to a non-licersee; undisclosed dual agercy; incompetency;
representing a broker other than the licensee's and others. The Commission may investigate upon its
own motion which appears to be a prima-facia complaint or the verified written complaint by anyone.

The licensee may be heard at his hearing in person or by legal counsel. The Commission must give the
licensee a minimum of 20 days to prepare for the hearing. An informal hearing must take place at least 5
working days before the hearing. The Iowa Attorney General is the prosecuting attomey; the real estate
commissioners comprise the jury. You must approve of any other person present during the hearing.
Witnesses may be called by the Commission for the hearing. If the witness disobeys the Commission's
subpoena to appear, they may invoke the aid of a court. Violation of a court order to appear would be
punishable as a contempt of court. The Commission must issue a finding of fact at the end of the hear-
ing. Judicial review, starting with an administrative law judge (A.L.J.), of the finding may be sought
should the licensee disagree with the Commission's findings. Further challenges may be brought to the
District Court, the Iowa Court of Appeals and the Iowa Supreme Court. All of the preceding derives from
your constitutional right of due process..

Administrative Rules
An investigation committee may be formed by two to seven members of the Commission. The form of
the complaint must be in writing including information about the person initiating the complaint, the li-
censee complained about and concisely stated charges against the licensee. If the complaint is frivolous,
no funher action may be taken. Challenges may be raised in this situation. The investigation committee
may take various actions including informal settlements. If the licensee fails to appear at the hearing, the
Commission may conduct the hearing in the absence of this licensee. The licensee may be bound by the
decision of the Commission subject to rights of review and appeal.
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Methods of Discipline.
The Iowa Real Estate Commission has authority to impose, after proper procedures have been initiated,
the following actions:
l. Revocation of a license.
2. Suspension of a license for a period of time or indefinitely.
3. Nonrenewal of a license.
4. Prohibit permanently, until further order of the commission, or for a specified period of time, the en-

gagement in specified procedures, methods or acts.
5. Probation. As a condition to a period of probation, the commission may impose terms and conditions

deemed appropriate by the commission irrcluding, but not limited to, substance abuse evaluation and
such care and treatment as recommended in the evaluation or otherwise appropriate under the circum-
stances.

6. Require additional continuing education The Commission may speciff that a designated amount of
continuing education be taken in specific subjects and may specify the time period for completing
these courses. The Commission may also specift wtrether this continuing education be in addition to
the continuing education routinely required for license renewal. The Commission may also specify
that additional continuing education be a condition for the termination of any suspension or reinstate-
ment of a license.

7. Require re-examination.
8. Impose a monitoring or supervision arrangement.
9. Downgrade a license from a broker license to a salesperson license.
10. Issue a reprimand.
I l. Order a physical or mental examination with periodic reports to the Commissioq if deemed neces-

sary.
12. Impose civil penalties, the amount of which shall be at the discretion of the Commission, but which

shall not exceed $2,500 per violation. Civil penalties maybe imposed for any of the disciplinary vio-
lations specified in rule l93E-18.2 (17A,272c,5438) and as lisred in 18.18(5).

The following factors are among those which may be considered by the Commission in determining the
nature and severity of the disciplinary sanction to be imposed against a particular licensee or groups of
licensees.
1 . The relative seriousness of the violation as it relates to assuring the citizens of this state professional

competency.
2. The facts of the particular violation.
3. Number of prior violations.
4. Seriousness of prior violations.
5. Whether remedial action has been taken.
6. The impact of a particular activity upon the public.
7. Such other factors as may reflect upon the competency, ethical standards and professional conduct of

the licensee, including those listed inl8.14(6).

A civil penalty of up to $2,500 may be imposed for violations. Violations for which civil penalties may
be imposed:
1. Engaging in activities requiring a license when license is inactive.
2. Failing to maintain a place of business.
3. Improper care and custody of license:

A.Failing to properly display license(s).
B.Failing to return license in a timely manner (72 hours).
C.Failing to notifr associate when license is returned.
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Special numbers/times Signilicance

> lo/o Special disclosure must be lnade to certain parties to a transaction if you refer them to any busi-
ness in which you have a greater than lYo ownership interest.

36 hours Minimum number of continuing education hours to renew a license into active status

72 hours Dead line for return ing the salesperson license to the real estate comm iss ion when the salesperson

is fired or quits

5 banking days Deadline for depositing trust funds into the trust accounl

5 working days Deadline for notifying the Iowa Real Estate Commission regarding change of business address,

personal residence address or change in form ofownership ofthe broker's office

l0 calendar days Dead line for corre ct in g erron eous advert is in g

14 calendar days Deadline for communicating information to the Iowa Real Estate Commission concerning a com-
plaint

20 days The shortest period of time before a licensee may have a hearing by the Iowa Real Estate Com-
mission after notification of the hearing.

30 days
30 days

Deadline for filing for hearing regarding application denials (lst 30 days)
Deadline for gace period after December 31 license expiration deadline

Monthty The trust account must be reconciled monthly (or at intervals at which bank statements are re-
ceived)

60 days (change to l0 da),$

60 days

Deadline to noti$ the Iowa Real Estate Commission about any conviction of fraud, embezzlement
or crime.
Your application for license will ask for your job experience in the past five years where you
have worked for at least 60 days.

6 months
6 months

Your passing test results are valid for this time period.
6 months before your license expires, you may repass the real estate exam instead of completing
continuing education.

Quarterly Intervals for transferring interest from trust accounts to the state of lowa.

I year

Annually

Your completion certificate from your real estate salesperson real estate class is valid for this time
period.
Property management trust accounts must be reported to the owner at least annually.

2 years (24 months) Minimum time as a salesperson before becoming a broker
Pre-broker classes are valid for two years.

3 years

3 years
Unclaimed trust funds escheat to the State of Iowa after 3 years.

A former licensee must make an originalapplication for salesperson if their real estate license
lapsed for longer than this period of time

5 years All documents pertainingto realestate transactions must be kept for at least this long.

Immed iately/promptly Deadline for presenting all offers.
Deadline for communicating resr.rlts of the offer presentation to party making offer.

Reasonable intervals Ifrequested ofthe Iicensee, the period between transaction progress reports( fornrerly rvas 30
days)

$ r ,000 The maximum amount of mone1, in the trust account rvhich may be orvned by tlre broker.

$2,500 Maxirnum civil fine, per violation, rvhich can be levied by the lorva Real Estate Corrrmission



4. failing to inform Commission and remit required fees if appropriate:
A.When changing business address (5 working days).
B.When changing status (5 working days).
C.When changing form of firm (5 working days).
D.When opening a trust account by not filing a consent to examine for the account.
E.When changing residence address or mailing address (5 working days).
F. When independently obtained errors and omissions insurance status, coverage or provider

changes (5 working days).
5. Maintaining inadequate transaction records such as:

A.Failing to maintain a general ledger.
B.Failing to maintain individual account ledgers.
C.Failing to retain records on file.

6. Improper trust account and closing procedures:
A.Failing to deposit funds as required.
B.Disbursing trust funds prior to closing without written authorization.
C.Withholding earnest money unlawfully when the transaction fails to consummate.
D.Failing to obtain escrow agreement for undisbursed funds.
E.Failing to remit and account for interest on closing statements.
F. Computing closing statements improperly.
G.Failing to provide closing statements.
H.Retaining excess personal funds in the trust account.
I.Failing as a salesperson or broker associate to immediately tum funds over to the broker.
J. Failing to deposit trust funds in interest-bearing account in accordance with Iowa Code Section

5438.46.
K. Failing to account for and remit to the state accrued interest due in accordance with Iowa Code section

5438.46.
7. Failing to immediately present offer.
8. Advertising without identiffing broker or clearly indicating advertisement is by a licensee.
9. Failingto provide informationto the Commission when requestedrelative to a complaint (14 calendar day$.
10. Failing to obtain all signatures required on contracts or to obtain signatures or initials of all parties to

changes in a contract.
I l. Placing a sign on property without consent, or failure to remove a sign when requested.
12. Failing to furnish a progress report when requested.
13. Failing by a broker to supervise salespersons or broker associates.
14. Failing by a broker associate or salesperson to keep the employing broker informed.
15. Issuing an insufficient fund check to the Commission for any reason or to anyone else in the individ-

ual's capacity as a real estate licensee.

. 16. Issuing an insufficient fund check on the broker's trust account.
17. Engaging in conduct which constitutes a tying arrangement as prohibited by these rules.
18. Failing to inform clients of real estate brokerage firm the date the firm will cease to be in business

and the effect upon sellers' listing agreements.
19. Violating any of the remaining provisions in l93E-Chapters lto20 inclusive, which have not hereto-

fore been specified in this rule.
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