NAR Code Ethicsand Arbitration Manual:
Part Ten Arbitration of Disputes (Sections 43 and 44)

Section 43. Arbitrable I ssuesand Appropriate Parties

As used in Article 17 of the Code of Ethics andPiart Ten of this Manual, the terms “dispute” andbitaable

matter” are defined as those contractual issuesgaedtions, and specific non-contractual issues queastions
defined in Standard of Practice 17-4, includingitismhent to commissions and compensation in codpera
transactions, that arise out of the business cgishiips between BALTORS® and between BALTORS® and their

clients and customers, as specified in Part Tectj@e44, Duty and Privilege to Arbitrate. (RevisElf96)

A Member Board should determine through adviceegél counsel:

(1) Whether state law permits an agreement to bgdrbitration in advance of a dispute or onlyrafte dispute
occurs, or

(2) If binding arbitration is not recognized and tlsus unenforceable by state law. The Board’s iatioin
procedures must conform to applicable state law.

In 2001, Article 17 was amended by the additiotheffollowing paragraph:

The obligation to participate in arbitration contgfated by this Article includes the obligation ofARTORS
(principals) to cause their firms to arbitrate abé bound by any award.

This expansion in the scope of Article 17 doesdiatinish the personal responsibility oER.TORS" to participate
in arbitration. While Article 17 obligateseRLTORS” to “. . . cause their firms to arbitrate and beitmb by any
award . . . ,” it does not confereRLTOR® membership status on real estate firms. Membersiid the duties
membership imposes including adherence to the GbHehics, is still personal to everyER TOR®.

The change to Article 17 enhances the dispute wsnlprocess by increasing the availability ofitettion—and
the likelihood that awards will be enforceable guadd. In many instances, the disputes giving risarbitration
under Article 17 relate to contracts betweesnRORS™ firms or between RALTORS® acting on behalf of their
respective firms. Even where disputes are actub#yween firms, Article 17 has required that artibra
complainants and respondents be individueMRORS"® (principals), and that awards be rendered in fafaand
against individual RALTORS® (principals). In some instances this requiremess hesulted in unfair results or
rendered the arbitration process impotent becawsarda were uncollectible. Examples includeaARTOR®
(principal) respondents leaving the associationigsdliction, leaving the real estate businessnageiishing their
status as a principal in the firm, or being insalver “judgment-proof.”

The expansion of Article 17 does not require sutita changes to the way associations BAIRORS® conduct
arbitration. It does, however, give both arbitratemmplainants and respondents greater latitudet@rmining who
the parties are and how any resulting award wiliagle.

For example, a BALTOR® seeking to invoke arbitration could name BaRoR® (principal) in another firm as the
sole respondent; could name multipleARTORS” (principals) in the other firm as respondents;ldmame a firm
(comprised of RALTOR® principals) as the respondent; or could name butividual REALTORS” (principals) and
their firm as respondents. In this way, the likebd of the arbitration process being thwarted bsea named
respondent is no longer subject to an association'sdiction before, during or after the arbitoatiprocess, or an
award being uncollectible, is greatly reduced.

Similarly, individual ReALTOR® respondents who want either additionalARror® principals or their firms (or
both) to be parties to the dispute can file antetion request against the original complaintshvatdditional
REALTORS® (principals) or the firm (or both) named as coripgats. In such cases both claims would be
consolidated by the Grievance Committee and alndavould be resolved in a single hearing.

In 2012, Article 17 was further amended to provBieards with discretionary authority to requir&ARTORSs
(principals) and their firms to mediate otherwisbimable disputes and be bound by any resultingeement.



Requiring RALTORS: to mediate otherwise arbitratable disputes requestablishment of an affirmative obligation
in the Board’s governing documents. Enabling lagguaan be found at REALTOR.org (see Model Bylaws).
(Adopted 11/11)

Common questions include:
(1) If only an individual RALTOR® (principal) is named as the respondent in an rtinn request, can a Hearing
Panel make an award against the respondent’s firm?

No. Awards can only be made against nameiibpan the arbitration request and agreement.

(2) If only an individual RALTOR® (principal) is named as the complainant in anteatibn request, can a Hearing
Panel make an award in favor of the complainaint's#

No. Awards can only be made in favor of iggrhamed in the arbitration request and agreement.

(3) If an award is made against an individuahRror® (principal), is it enforceable against the respmnit firm?
Awards are generally enforceable againdtgganamed in the award.

(4) Can | name both agRLTOR® (principal) and his firm as respondents in anteaibn request?
Yes.

(5) What is the advantage to naming both@alRor® (principal) and his firm as respondents in an teabion
request?

Naming a RALTOR® (principal) as respondent lets the complainanwkmdo will appear at the hearing, and
naming the firm as respondent increases the charfiaadlecting any resulting award.

(6) If a REALTOR™'s firm is named as the respondent in an arbitmatequest and refuses to arbitrate, who can be
named as respondent in a complaint alleging thtl&rl7 has been violated?

Any ReALTOR® (principal) who holds membership locally or whdags MLS participatory rights through the
association can be named as respondent.

(7) If only a REALTOR®'s firm is named as respondent in an arbitrati@uest, who is served with notices?
Any ReALTOR® (principal) in the firm may be served with notices

(Revised 1/11)

Section 44. Duty and Privilegeto Arbitrate

(a) By becoming and remaining a member and by sggar having signed the agreement to abide by ytens of
the Board, every member, where consistent withiegiple law, binds himself or herself and agreesutomit to
arbitration (and to mediation if required) by theaBd’s facilities all disputes as defined by Aiid7 of the
Code of Ethics and, as set forth in the provisiofithis Manual, all disputes with any other memiasrdefined,
under the following conditions. In additionER ToRe principals who participate in a Board’s MLS wheheyt
do not hold Board membership, or nonmember brokeds nonmember licensed or certified appraisers who
participate in the Board’'s MLS, having signed tlgge@ment to abide by the Board’s Multiple Listingr8ce
rules and regulations binds himself or herself agees to submit to arbitration by the Board'sliées. The
duty to submit to arbitration continues in effeger after membership lapses or is terminated, gealihat the
dispute arose while the respondent wagsa Fors or an MLS Participan{Amended 11/11)

Mandatory types of arbitration

(1) Every RALTOR® of the Board who is aALTOR®  principal, every RALTOR® principal who participates
in a Board’s MLS where they do not hold Board nmbership and every nonmember broker

or licensed or certified appraiser who is a legréint in the Board’'s MLS shall have the right to



invoke the  Board’s arbitration facilities in aniggute arising out of the real estate businessh vt
ReALTOR®  principal in another real estate firm or withttiem (or both), or nonmember broker/appraiser or
their firm (or both) who is a Participant in thed@dd's MLS.  (Amended 05/01)

(2) A ReALTOR® other than a principal or a&ERLTOR-  AsSOCIATE® shall have the right to invoke the

arbitration facilities of the Board in a businelspute witha RALTOR® or REALTOR-
ASSOCIATE® in another firm or with their firm (or both), wtieer in the same or a different Board,
provided the RALTOR® principal with whom he is associated joins in #nbitration  request, and
requests the arbitration with theeR TorR® principal of the other firm or with their firm {oboth).

Arbitration in such cases shall be between the EALROR® principals or their firms (or both).

REALTOR® nonprincipals and BALTOR-ASSOCIATE'S who invoke arbitration in this manner, or
who are affiliated with a respondent and have a estad financial interest in the outcome, have the
right to be present throughout the proceedingstamarticipate but are not considered to be @arti
(Amended 05/01)

(3) Aclient of a RALTOR® principal may invoke the arbitration facilitiesf dhe Board in a business
dispute with a RALTOR® principal or the RALTOR™'s firm (or both) arising out of an agency
relationship, provided the client agrees to benoldoy the arbitration. In the event of such reguesl
agreement the Board will arbitrate the disputgestttio the provisions of Part Ten, Section 45. A
ReALTOR® principal may also  invoke arbitration against his client but no arbitration

may be held without the client’s voluntaryegment to arbitrate and to be bound by the detisio
(Amended 05/01)

Voluntary types of arbitration
4) ReALTORS® and REALTOR-ASSOCIATE’s who are or were affiliated with the same firmalsthave the

same right to invoke the arbitration facilitiestbé Board, provided each party voluntarily agreethe
arbitration  in writing and the Board finds the teatproperly  subject to arbitration in accordaméth the
provisions  of Part Ten, Section 45 of this Manddlis privilege as stated applies to disputesrayis

when the parties are  or were affiliated with thme firm, irrespective of the time request is méatesuch
arbitration.  (Amended 11/95)

(5) A ReALTOR® principal may invoke the arbitration  facilitief bis Board with a nonmember broker,
provided each party agrees in writing to the aakin and provided the Board finds the matter

properly subject to arbitration in accordance it provisions of Part Ten, Section 45 of this

Manual. However, it  shall be optional with the nimmas to whether he will submit to a claim

to arbitration with a nonmember broker whois  aotMLS Participant. A nonmember broker

who is not an MLS Participant or nonmember salespe shall not be entitled to invoke the
arbitration facilities of the Board of#RLTORS”. (Amended 11/95)

6) Business disputes betweensalRoR® principal and a customer of th&R Tor® principal may be
arbitrated by the Board if a written contractuglhtionship has been created by &AROR® principal
betweena  customer and a client and providephatles to the dispute (i.e., the customer ard th
ReALTOR®) agree in writing to arbitrate the dispute. (Amded 11/95)

(b) Where mandatory arbitration (and mediatioreifuired by a Board) is consistent with applicaliégeslaw, the
Code of Ethics, Article 17, requires only that ditgs arising out of the real estate business betRes TORSs
“. . . associated with different firms . . .” bebdrated (or mediated if required by a Board). Magious
provisions of this Section represent the interpi@ta of the Professional Standards Committee ajtproval
of the Board of Directors of the National Asso@atias to appropriate policy of a Member Board i itimatter
of providing arbitration and mediation facilitiey the Board. Thus, Member Boards must provide it
and mediation facilities for Board Members in tlgpeds of arbitration described in the preceding grayshs
(2),(2), and (3) and a Board may requireARORS: (principals) to mediate otherwise arbitrable nratte
Member Boards may provide arbitration and mediafamilities for the additional types of disputessciébed
in the preceding paragraphs (4), (5), and (6). HeneMember Boards shall not establish any mangator



requirement of its Board Members to arbitrate andiediate in the circumstances described in paphgréd),
(5), and (6). No arbitration shall be initiated tne Board and no arbitration shall be undertakethkeyBoard
unless it determines the dispute is properly abl& in accordance with the provisionsRaft Ten, Section 45
of this Manual(Revised 11/11)



