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Introduction 
Welcome to the National Association of REALTORS® (NAR) course, 
Introduction to Real Estate Auction. This one-day course was specifically 
designed to: 
 
• Provide an overview of the auction method of marketing real estate. 
• Help students understand the auction process. 
• Show how real estate professionals can partner with auction firms. 
 
This course is organized in four modules. 
 
1. Real Estate Auction: The Opportunity 
2. Analyzing Sellers, Properties, and Markets 
3. Proposal to Closing 
4. Getting Started in Real Estate Auctions 
 
In Module 1, we will define the term real estate auction and discuss the 
growth of this industry niche. In Modules 2 and 3, we will learn how 
auction firms work with sellers in marketing and selling property at 
auction. In Module 4, we will discuss how real estate agents on the sell or 
the buy side can partner with auction firms. 
 
This course is written for real estate professionals who are interested in 
learning about the marketing method of real estate auction. This course 
is NOT intended to certify or accredit real estate professionals to be 
auctioneers or call auctions. 

APPROVED ELECTIVE FOR THE ACCREDITED 
BUYER'S REPRESENTATIVE (ABR®) DESIGNATION 
Introduction to Real Estate Auction is an approved elective for the 
Accredited Buyer's Representative (ABR®) designation, which is the 
benchmark of excellence in buyer representation. For more information 
about the ABR® designation, please contact the Real Estate Buyer's 
Agent Council (REBAC) on the Web at www.rebac.net, by phone at 800-
648-6224, or by e-mail at rebac@realtors.org. 

PURSUING A CAREER AS AN AUCTIONEER? 
Becoming an accredited auctioneer requires extensive education and 
training. Students who wish to pursue a career as an auctioneer should 
note that successful completion of this course counts as the first day of 
the 6-day National Auctioneers Association (NAA) Accredited Auctioneer 
Real Estate (AARE) designation. For more information about this 
designation program, please visit the NAA Web site, 
www.auctioneers.org, or contact NAA (phone: 888-541-8084, ext. 28, e-
mail: education@auctioneers.org). 

Slides 1-3 

If you are teaching this 
course as an ABR® 
elective, EXPLAIN that 
Modules 2 and 3 have a 
seller and process 
focus. POINT OUTthat 
buyer’s agents need to 
understand the process 
of real estate auction so 
that they can counsel 
clients appropriately. 
Module 4 is where we’ll 
look at issues specific to 
buyer’s agents. 
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1. Real Estate Auction: The Opportunity  
In this module: 
 

 Defining the term real estate auction 
 Discussing the growth of this market niche 
 Identifying benefits of real estate auctions to sellers, buyers, and 

agents 
 Explaining the ways in which real estate professionals can work with 

auction firms 

WHAT IS A REAL ESTATE AUCTION? 
A real estate auction is an intense and accelerated real estate marketing 
process that involves the public sale of property through competitive 
bidding. In a real estate auction, a seller contracts with an auction firm, 
which works an exclusive agent of the seller. The auction firm’s 
responsibilities include:   
 
• Listing the seller's property and aggressively marketing it 
• Attracting qualified buyers 
• Offering the property to qualified bidders on a pre-selected date 
• Facilitating the closing process to occur within a pre- specified period 

of time 
 
A real estate auction is an effective way to convert real property into cash, 
turn unwanted property into liquid assets, and achieve a sale in a 
specified time frame. 
 
Although real estate auctions were typically regarded as a sales method 
of last resort for residential properties in distress, auctions can be 
beneficial for many types of real estate, including: 
 
 New-home construction 
 Luxury and vacation homes 
 Agricultural land (farms, ranches, and orchards) 
 Commercial real estate (shopping centers, apartment buildings, 

nursing homes) 
 
Auction can be an effective marketing tool in both strong and soft real 
estate markets.  

Fast Growing Business Niche 
Real estate auctions represent a fast growing business niche. The 
National Auctioneers Association (NAA) found that from 2003 to 2007, 
residential real estate auctions grew 46.6%, and land and agricultural real 
estate grew 36.3%. In 2007, the real estate auction market as a whole 
generated more than 58.4 billion dollars in sales. 
 

Slide 8 
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The growing inventory of existing homes for sale and foreclosures in the 
U.S. points to continued growth for real estate auction as a business 
niche. 

Benefits of Real Estate Auctions 
As a marketing strategy, the real estate auction provides a distinct array 
of benefits and advantages. 

Benefits to the Seller 
 High seller holding costs are eliminated. 
 The seller sets the terms and conditions. 
 The seller can be assured that the property will be sold at true 

market value. 
 The seller knows when the property is expected to sell. 
 The time to market is reduced. 
 The requirement to have numerous open houses and property 

showings is reduced. 
 The property is exposed to a large number of pre-qualified buyers. 
 An auction creates competition among buyers. 
 Buyers make a firm decision about the property. 

Benefits to the Buyer 
 The seller is motivated to sell. 
 An auction reduces the time to purchase property, including 

negotiations. 
 There are no contingencies because the terms are known. 
 The buyer may receive favorable financing. 
 Buying real estate at auction is an exciting method of purchase for 

many. 
 Buyers compete fairly and on the same terms as other buyers. 
 Buyers—not sellers, agents, or appraisers—determine the 

property's true market value. 

Benefits to the Real Estate Agent 
 Real estate agents can earn commissions by working with auction 

firms. 
 Real estate agents can expand the services they offer to sellers 

and buyers. 
 Real estate agents can supplement their current business by 

representing clients at real estate auctions; real estate agents also 
can develop a new market niche. 

 A real estate auction can expose a property to many qualified 
buyers. 

 Properties advertised through auction are sold within a relatively 
short period of time. 

 Successful auctions can generate referrals and repeat business. 

Slides 15-16 
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WAYS IN WHICH AGENTS CAN WORK WITH 
AUCTION FIRMS 
There are three ways in which real estate agents can work with auction 
firms*: 
 
1. Referring agent/broker—The referring agent refers a seller to an 

auctioneer, then receives a referral fee established by the auction 
firm. 

2. Listing agent/broker—The listing agent is an agent of the seller 
who markets the seller’s property and represents the seller during 
the sale and closing. In a sale by auction, the listing agent handles 
many of the traditional real estate functions. 

3. Buyer's agent/broker—The buyer's agent registers a buyer who 
purchases property offered through an auction and earns a 
commission established by the auction firm.  

 
Each of these relationships will be explored in further detail in Module 4. 
 

                                                 
* Although the NAR is attempting to standardize all real estate terminology, some 
terms in this manual vary, depending on their use with regard to location in the 
U.S. and each auction firm’s specific definitions of them. 

Slide 20 

Notes: 
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2. Analyzing Sellers, Properties, and 
Markets 
In this module: 

 Understanding the sellers, properties, and market conditions for which 
real estate auctions are best suited 

 Applying the two-thirds rule, which auction professionals use to evaluate 
candidates for real estate auction 

FIRST STEP IN THE AUCTION PROCESS 
Auction is not suited for every seller and property. Many auction firms, for 
example, turn away more prospects than accept them. Before an auction 
firm enters into a real estate auction contract, the auction firm first must 
analyze the following: 
 
1. Seller 
2. Property 
3. Market condition 

Analyzing the Seller 
A real estate auction is a commitment and requires investment from the 
seller as sellers are responsible upfront for the auction firm’s marketing 
and advertising expenses. When analyzing a seller, an auction 
professional must consider the following: 
 
• Is the seller motivated? 
• Has the property been overmarketed? 
• Has the previous price "labeled" the property? 
• Why has the property not sold? 
• What is the seller’s reputation? 
• What do you suggest if auction is not appropriate? 
 
Sellers who are not good candidates for real estate auctions are those 
who: 
 
• Are over-motivated 
• Have legal issues, eg, lis pendens 
• Have unrealistic expectations of the value of their property 
• Are litigious 
• Are unwilling to level with you 
• Share ownership with others and the multiple owners have different 

goals 
 
Sellers who are good candidates for real estate auctions are those who: 
 
• Have at least 25% equity in the property 
• Have high holding costs on the property 

Slide 21 
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• Need immediate cash 
• Are retiring 
• Have a partnership or marriage break-up 
• Are moving out of the state 
• Want to liquidate an estate 
• Are auction minded  
• Have a listing that is about to expire 
• Have never been listed 
• Have already purchased another house 
• Know the auction will bring a true market price 
• Have financial problems 
• Are time sensitive  
• "Just want it sold” 
• Can’t or don’t want to maintain the property 

Analyzing the Property 
Auction professionals conduct research and obtain property information 
and statistics, including: 
 
• Condition of property 
• Tax assessment 
• Back taxes 
• Zoning 
 
A good property for real estate auction is a property that is: 
 
• Unique 
• Vacant 
• Difficult to appraise 
 
Auction may be considered for all types of properties—residential, 
industrial, agricultural, apartment buildings, shopping centers, nursing 
homes, new housing developments—if they have some of the 
characteristics previously listed. 
 
As a general rule, a property that is in good condition and in a desirable 
location sells successfully at an auction. In many cases, even a property 
that needs to be rehabilitated or requires construction can sell at an 
auction if there is a positive demand for it. 

Analyzing the Market 
Auction professionals consider the market condition. Favorable markets 
for real estate auctions are: 
 
• Changing markets 
• Seller's markets—There is high demand, and a lot of competition can 

take place. 
• Emerging markets—New developments could kick off a sales 

program once some of the properties are auctioned. 

EXAM question 18 
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• Markets where there is insufficient inventory of a specific property 
type, eg, lakefront properties 

 
In many cases, even a dull market (too much product and some buyer 
interest) may be favorable for real estate auctions. There are, however, 
properties with negative or no demand that sometimes cannot be given 
away. Examples include properties that were previously on market where 
the list price established a high expected price and properties that have 
been on the market for a long time. 

THE TWO-THIRDS RULE 
A method used by auction professionals to analyze sellers, markets, and 
properties is the two-thirds rule. If two out of three are favorable, then 
auction should be offered to the seller as a sales option. 

Questions to Ask 
Answering the following questions helps determine if a situation is an 
auction candidate: 

1.  How motivated is the owner to sell? 
On a scale of 1 (low) to 10 (high), rate the seller's motivation. Auction 
creates a sense or urgency, so it is important that the seller feel 
comfortable with the pace and timing of this marketing method. Sellers 
are more motivated when they: 
 
• Have high holding costs (taxes, maintenance, insurance, etc.) 
• Have excess real estate (e.g., developers who need to move unsold 

condominium units or individuals who bought new homes but found 
themselves unable to sell their old ones) 

• Want to purchase another property, but must sell to finance it 
• Are under severe personal pressures (e.g., divorce or a death in the 

family) 
• Need quick cash 

2. What is the seller’s debt-to-equity ratio? 
Calculate the seller's debt-to-equity ratio by estimating the possible sales 
price, hard costs, auction expenses, mortgage, and other debts. If all 
expenses exceed the potential sales price, the property is not a good 
auction candidate. As mentioned earlier in this module, sellers who have 
at least 25% equity are considered good auction candidates. 
 
Note: for a good auction candidate, calculating the seller's debt-to-equity 
ratio helps an auction professional and seller establish the level of 
flexibility the seller will have in adjusting the sales price to the market. 
 

Slide 34 
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3. Can the seller pay the upfront marketing expenses? 
While it is important that sellers are motivated and have enough equity in 
the property to be considered candidates for auction, it’s also important 
that sellers have enough money for marketing expenses, which the seller 
pays upfront in real estate auctions. Marketing expenses vary from one to 
ten percent of the sales price. Depending on the sales price, the seller 
may be required to pay several hundred to several thousand in dollars. 

4.  What is the lender’s position? 
What type of mortgage does the seller have, and what is the interest rate 
held on the property?  
 
If the mortgage amount is more than the value of the property, it is 
important to find out if the lender is willing to release the property for sale 
by auction. 

5.  Will seller provide financing? 
Seller financing increases the number of potential buyers because it is 
considered an added feature that makes a purchase more attractive and 
affordable. Sellers who are interested in this option should consult with an 
attorney. Sellers also may consider offering discounts to buyers who pay 
cash. 

6.  What is the property condition? 
While it is optimal that auction properties be in good condition, nearly all 
auction properties are sold “as is, where is,” without warranties (condition 
of property) or contingencies, express or implied. Therefore, auction firms 
spend considerable time gathering information about the property and 
inspection reports so that price is the only issue remaining on auction 
day. 
 
Clients often misunderstand "as is, where is" to mean that property 
defects do not need to be disclosed in real estate auction. This is NOT 
accurate. Real estate professionals who partner with auction firms need 
to educate their clients and explain that full property disclosures are 
required by law.  

7.  What are the demand factors? 
If there is a strong interest in a property type, the property will have a 
better chance of achieving a good auction sales price. High-demand, low-
supply property does very well when marketed at auction, no matter what 
the seller’s circumstances are. Two examples of high-demand, low-supply 
properties are the last view lot in a prestigious subdivision or a prime 
highway location in the busiest commercial area of a town. 

EXAM question 26 
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Case Studies: Applying the Two-Thirds Rule 
In small groups, work through the following case studies. Instructions are: 
 
1. Read the case study. 
 
2. For each case study, analyze the seller, property, and market. Be 

sure to ask yourself questions like: 
 

• How motivated is the seller? 
• What is the seller's equity? 
• Can the seller pay the upfront marketing expenses? 
• What is the lender’s position? 
• Will the seller provide financing? 
• What is the property condition? 
• What are the demand factors? 

 
In addition to: 
 
• Does the seller have realistic expectations? 
• Does the seller have any legal issues? 
• Is the property unique, vacant, and/or difficult to appraise? 

 
3. Identify positive (+) and negative (-) attributes of the seller, property, 

and market. 
 
4. Answer the question: Does this case study meet the two-thirds rule? 

Case Study 1: Estate Sale 
Jan, an 88-year-old widow, is moving to an extended care nursing facility. 
Her husband died five years ago, and she has not been able to maintain 
their Midwestern farmhouse, which is 125 years old and which sits on 8 
acres of agricultural land. Jan and her husband raised their two children 
in this house. Both have since grown and moved to the East Coast. 
 
Jan and both of her adult children have reviewed their circumstances and 
agree, albeit reluctantly, that liquidating the farmhouse, which Jan owns 
free and clear, is their best option to finance Jan’s nursing home 
expenses. Jan’s children have indicated that they can pay out of pocket 
for the required marketing expenses. However, Jan is also concerned that 
the farmhouse’s outdated kitchen will drive away prospective buyers. 
 
Although real estate sales in the area where Jan currently lives have 
been sluggish and there is currently a glut of subdivided homes for sale, 
Jan’s farmhouse is one of two properties in a 50-mile radius that includes 
agricultural land. Interest in the farmhouse is good—more than 3 
neighboring farmers have expressed interest in buying the property. 
 

Slide 46 

Slides 47-49 
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Case Study 1: Analyze the Seller 

Positive (+) attributes: 
 
Jan owns the property free and clear. 
Jan is unable to maintain the farmhouse. 
Jan and her children need to liquidate the property to pay for nursing 
home expenses. 
Jan and her children agree that liquidating the property is their best 
option. 
Jan’s children can pay the upfront marketing expenses out of pocket. 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
None 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Use the spaces 
provided to write your 
answers. 
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Case Study 1: Analyze the Property 

Positive (+) attributes: 
 
The age of the farmhouse and size of the lot make this property unique.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Negative (-) attributes: 
 
The kitchen needs to be remodeled. 
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Case Study 1: Analyze the Market 

Positive (+) attributes: 
 
 
There is low supply of farmhouses with agricultural land in Jan’s area. 
Three neighboring farmers are interested in purchasing the property. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
 
Overall real estate sales have been sluggish. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
Does Case Study 1 meet the two-thirds rule? Yes  No 
 Case Study 1 meets the 

two-thirds rule, so the 
answer is YES. 
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Case Study 2: Business Loss 
The Shanes own a property in New Mexico and an antique consignment 
business in southern California. Their business took a downturn due to a 
series of poor business decisions. As a result, the Shanes are 60 days 
behind in mortgage payments for the trendy two-bedroom condominium 
they purchased 18 months ago with an interest-only loan.  
 
By the time the Shanes are ready to list the condo for sale, they have six 
weeks to sell it before being forced into declaring bankruptcy, which the 
Shanes want to avoid.  
 
The Shanes feel that a real estate auction is their best solution and would 
like to pay the marketing expenses from their proceeds once the property 
is sold at auction. Although the condo requires some foundation work, the 
Shanes are convinced that their condo should fetch at least $175,000 at 
auction since the condo appraised for this amount a year ago. It should 
be noted that there is a $22,000 mechanic’s lien for an improvement that 
is currently out of code and a tax lien of $10,000. In addition, the Shanes 
have $40,000 in credit card debt. 
 
Condo sales are on a downward trend. There is currently 16 months of 
inventory of condominiums similar to the Shanes’s. 
 
 

Slides 50-53 
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Case Study 2: Analyze the Seller 

Positive (+) attributes: 
 
The Shanes need to sell their condo quickly. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
The condo was purchased 18 months ago with an interest-only loan. 
The Shanes feel they know what their condo would bring at auction. 
The Shanes have a $32,000 mechanic’s lien and a $10,000 tax lien. 
The Shanes owe $34,000 in credit card debt. 
The Shanes would like to pay the marketing expenses from their 
proceeds once the property is sold at auction. 
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Case Study 2: Analyze the Property 

Positive (+) attributes: 
 
The property is a trendy two-bedroom condominium.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
 
There is an improvement that is currently out of code. 
The condo requires some foundation work. 
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Case Study 2: Analyze the Market 

Positive (+) attributes: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Negative (-) attributes: 
 
There is currently 16 months of inventory of condominiums similar to 
the Shanes’s. 
Condo sales are on a downward trend. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
Does Case Study 2 meet the two-thirds rule? Yes  No 
 
 

Case Study 2 does 
NOT meet the two-
thirds rule, so the 
answer is NO.. 
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Case Study 3: Strip Mall for Sale 
A small strip mall in a busy, mid-size Massachusetts city is for sale. The 
mall is located on a shorter street near the center of town. It has been on 
the market for approximately five months with few price reductions. 
Although the property is in good condition, Paul, the owner, cannot keep 
up with the costs of managing and maintaining the property, but has 
enough cash to pay for marketing expenses. He wants to sell quickly.  
 
Currently, Paul owes one year of back property taxes, and has about 25% 
equity in the building. Four out of the six storefronts are still occupied and 
under five-year leases.  
 
While the market for retail property is currently flat, city plans to revitalize 
downtown and surrounding streets are currently underway. In addition, a 
mid-size manufacturer in the next county just announced it is relocating 
its headquarters ten blocks from the strip mall. 
 
 

Slides 54-56 
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Case Study 3: Analyze the Seller 

Positive (+) attributes: 
 
The owner needs to sell quickly. 
The owner cannot keep up with the costs of managing and maintaining 
the property. 
The owner can pay for the marketing expenses in cash. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
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Case Study 3: Analyze the Property 

Positive (+) attributes: 
 
The mall is located near the center of a busy suburb. 
The property is in good condition. 
Four of the six storefronts are occupied and under five-year leases. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
The property has been listed for five months. 
Over the last five months, the list price has wavered little. 
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Case Study 3: Analyze the Market 

Positive (+) attributes: 
 
A mid-size manufacturer in the next county is relocating its 
headquarters ten blocks from the strip mall. 
Plans are underway to revitalize downtown and surrounding streets. 
The market for retail property is flat. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Negative (-) attributes: 
 
A mid-size manufacturer in the next county is relocating its 
headquarters ten blocks from the strip mall. 
Plans are underway to revitalize downtown and surrounding streets. 
The market for retail property is flat. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
Does Case Study 3 meet the two-thirds rule? Yes  No 
 
 

Case Study 3 meets the 
two-thirds rule, so the 
answer is YES. 
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Notes: 
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3. Proposal to Closing 
In this module: 

 Differentiating between the types of auction 

 Understanding the components of a property information package 
(PIP) 

 Identifying the ways in which auction firms execute their marketing 
strategies 

 Discussing the purpose of property inspections and pre-auction 
seminars 

 Explaining the events that take place on auction day and leading up to 
closing 

THE AUCTION PROPOSAL 
When the auction firm determines that the seller, property, and market 
are favorable for a real estate auction, the auction firm typically will 
prepare and present a proposal to the seller. The contents of the auction 
proposal include, but are not limited to, the following: 
 
• Recommended type of auction 
• Auction schedule 
• Marketing plan and budgets 
• Real estate auction contract or agreement  
• Explanation of earnest money requirements and procedures 
• Procedures for property inspections, bidder registration, payment 

processing, contract signing, closing 
• Logistics for where, when and how the auction will be conducted 

Recommending a Type of Auction 
As a general rule, auction firms choose from three types of auctions when 
recommending a specific type: (1) absolute auction, (2) minimum bid 
auction, and (3) reserve auction.  

Absolute Auction 
In an absolute auction, also called an auction without reserve, there is no 
minimum bid. The property is sold to the highest bidder, regardless of 
price. The biggest advantage of absolute auction is that it attracts more 
lookers and buyers. Since a sale is guaranteed, regardless of price, an 
audience's level of participation and excitement is heightened. The 
disadvantage is that it provides no safety net for the seller, which makes it 
difficult for auction professionals to recommend this type of auction to 
seller clients. 

Slide 57 
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Minimum-Bid Auction 
A minimum-bid auction, also called minimum published bid, is an auction 
for which the lowest acceptable price is pre-determined by the seller and 
the auction firm. The minimum price is stated in the auction brochure and 
in advertisements. It is also announced during the auction. When the 
bidding reaches the minimum amount, the property will be sold 
“absolute.” Unlike an absolute auction, however, the minimum bid auction 
creates a safety net for the seller.  
 
Disadvantages of minimum-bid auctions are that they may limit interest to 
buyers only willing to pay minimum bid price and that it is usually more 
difficult to generate excitement for minimum bid auctions on auction day. 

Reserve Auction 
In a reserve auction, the seller reserves the right to accept or reject the 
highest bid within a specified time period. A suggested opening bid may 
or may not be posted. The time period may be anywhere from 
immediately following the auction to 72 hours after it ends.  The owner 
predetermines the price at which the property will sell. 
 
In a reserve auction, sellers are not obligated to accept a price other than 
one that is entirely acceptable to them. The main drawback to reserve 
auction is that many prospective buyers do not want to invest the time 
and expense of investigating a property when there is no guarantee they 
will receive that property, even if their bid is the highest. 
 
A buyback fee is sometimes used to reassure the auction firm that they 
are dealing with motivated seller, in which case the auction firm charges a 
fee to the seller if the property does not sell. 
 
For a comparison of all three types of auctions, see Figure 1. 
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Figure 1: Comparing Common Types of Auctions 

Auction 
Type 

Description Advantages Disadvantages 

Absolute 
auction 

• No minimum bid 

• Guaranteed sale 

• Property sold the 
highest bidder, 
regardless of price 

• Attracts more lookers 
and buyers 

• Heightened audience 
participation and 
excitement 

• Typically yields a higher 
price 

• No safety net 
for the seller 

Minimum bid 
auction 

• Lowest acceptable 
price is determined 
beforehand 

• Once bids reach 
minimum, property is 
sold absolute 

• Safety net for seller • Minimum bid 
may interest a 
limited number 
of buyers 

• Challenging to 
generate 
excitement 

Reserve 
auction 

• Seller may accept or 
reject highest bid 

• No obligation for the 
seller to accept a bid 

• Can be hard to 
attract buyers 

 

Other Types of Auctions 
Other types of auctions include: 
 
• Sealed-bid auctions in which confidential bids are submitted and 

opened at a predetermined place and time. 
• Dutch/high-low/”mine” auctions where (1) the auctioneer begins 

bidding at an extremely high price and progressively lowers it and (2) 
the first bidder to accept the price wins 

• Multi-par auctions, which allows bidding on one parcel or combination 
of parcels 

 
Online Auctions and Online Bidding. Online auctions of real estate 

continues to grow and will become more prominent across world markets. 
As the emerging purchasers of real property are more and more 
computer literate and experienced with electronic bidding systems such 
as e-Bay and others, online bidding of real estate will continue to grow. It 
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is probable that online bidding will become more prominent in the 
auction/exchange of real estate, as it has in all the major stock/futures 
exchanges across the world, from New York to London to Japan and 
elsewhere.  
 
Online bidding generally falls into two categories: 
 
1. Static bidding—Bidders place bids on a one dimension platform. 

All the activity of the sale happens at one point (place) with one 
reporting medium, the screen of the bidding platform. 

2. Dynamic bidding—Bidders place bids on a multi-dimensional real-
time platform. Bids may be placed online, from the actual site/live 
cry, or from another venue, such as a ballroom event, or multiple 
locations. The bidding is simultaneously reported to all bidding 
locations whether on line, on site or at a remote location. Recent 
available technology enables voice, data, and real time-video on 
some systems simultaneously. 

 
The online real estate bidding industry is growing at a rapid rate, with 
many sites available for use by real estate professionals. Some of the 
sites are operated on strictly a fee basis, others on commission, and 
sometimes as a combination of the two.  
 
E-bay, Proxibid, Bid4Assets, Yahoo, Realtybid, Bid4Real, Zillow and 
other major players have systems under development or in actual use. A 
recent search yielded over 30 online real estate bidding platforms, surely 
with more to follow.  
 
There are some unique problems that must be addressed in online 
bidding, such as deposit requirements, registration procedures, 
disclosure, and the execution of purchase contracts. In addition, some 
state regulators are beginning to question that their licensing 
requirements are being met, both on auction and real estate law. 
 
If an online auction is for you and your seller, consider the available 
alternatives, and be sure that you are in compliance with the appropriate 
state laws, both auction and real estate. 

Auction Schedule 
As explained in Module 1, one of the distinct benefits of a real estate 
auction is that it is an accelerated and highly coordinated real estate 
marketing process. In the case of residential property, a successful 
auction schedule lasts, on average, 6-8 weeks.  
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Marketing Plan and Budget 
As the exclusive agent of the seller, the auction firm is responsible for 
marketing the seller’s property with speed and effectiveness, reaching 
multiple target audiences. An auction firm’s marketing plan is conducted 
across many channels, including: 
 
• Direct mail marketing, including postcards and brochures 
• Newsprint advertising 
• Internet marketing, including Web site optimization, e-mail blasts, and 

e-flyers and newsletters 
• Broadcast marketing, including radio and television campaigns 
• Signage 
 
As part of the proposal, the auction firm will develop several marketing 
budgets from which the seller may choose. Marketing budgets vary 
between one and ten percent of the sales price. Budgets are based on: 
 
1. Quantity and type of property sold 
2. Number of staff required (property inspections, pre-auction activities, 

auction day, closing agents) 
3. Local, regional, or national marketing needs 

Real Estate Auction Contract or Listing Agreement 
The real estate auction contract or listing agreement formalizes the 
agency relationship between the seller and auction firm and spells out all 
terms and conditions, including broker/auction firm commission. A good 
real estate auction contract or listing agreement includes the following: 
 
• Date/ time of auction  
• Earnest money/recipient 
• Name of listing broker 
• Broker commission 
• Advertising/marketing expenses 
• Auction location (not mandatory) 
• Proof of a good and marketable title 
• Length of listing (typically 60 to 90 days) 
• Escrow fees and payer of those expenses 
 
Contract agreements vary from state to state. Figure 2 shows an example 
of a real estate auction listing agreement promulgated by the South 
Dakota Real Estate Commission. 
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Figure 2: Sample Real Estate Auction Listing Agreement 
 
 
 
 
 

Source: Reprinted with permission from the South Dakota Real Estate Commission. Real Estate Auction Listing 
Agreement.  
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AFTER CONTRACT SIGNING 
When the auction firm and seller have discussed all terms of the contract 
and the auction firm receives a signed contract and all appropriate 
deposits and/or fees, the auction firm immediately begins: 
 
• Performing due diligence and gathering all required property 

information 
• Executing the marketing strategy 

Property Information Package (PIP) 
Once auction staff has gathered required property information, they will 
develop a property information package (PIP) or bidder’s packet, which 
will be distributed to all interested buyers. The PIP will include all the 
information buyers may find in a multiple-listing service (MLS)—photos, 
property address, square footage, list price, number of bedrooms and 
bathrooms. The PIP also may include any of the following: 
 
Additional Property Information 
 
• Maps 
• Surveys 
• Floor plans 
• Sale plat 
• Tax info 
• Utilities/heating/electricity costs 
• Age of any relevant additions and/or appliances 
• Environmental assessments 
 
Disclaimers, Terms, and Procedures 
 
• Disclaimer that property is sold “as is, where is” 
• Disclosure of agency relationship 
• Explanation of bidding process 
• Explanation of registration requirements 
• Explanation of deposit requirements 
• Policies for pre-auction offers, absentee bids, remote bidding, and 

conditional bidding 
• Explanation of buyer’s premium 
• Terms of broker participation 
• Closing/occupancy date 
 
Supporting Materials 
 
• Title search 
• Home inspection report 
• Broker registration form 
• Sample contract 
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Executing Marketing Strategy 
In the real estate auction industry, executing a marketing strategy within a 
narrow time frame requires speed, precision and skill. An auction firm’s 
marketing strategy also requires a high degree of scheduling and 
coordination.  
 
Specific marketing tasks may include: 
 
• Public relations 
• Media planning 
• Preparing and executing Internet strategies 
• Developing and producing television, radio, newspaper 

advertisements 
• Preparing brochures (for an example of a print brochure used to 

market condominiums in the New Jersey area, see Figure 3)  
• Coordinating direct mailings/e-mail campaigns 
• Preparing signs 
 
For many auction firms, the Internet has transformed the ways in which 
they market properties to potential leads. Some auction firms may devote 
up to 30% of their budget to Internet marketing and find that it generates 
nearly 60% of all leads. Web optimization strategies are increasingly 
sophisticated—from the research and purchase of key words to the 
identification and implementation of meta tags. To see an example of an 
auction firm’s marketing campaign calendar that includes Web site 
optimization, see Figure 4. 
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 Figure 3: Example of a 4-Page Print Brochure 
 

 
 

Source: Reprinted with permission from Sheldon Good & Company. Copyright © Sheldon 
Good & Company. 
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Source: Reprinted with permission from Sheldon Good & Company. Copyright © Sheldon 
Good & Company. 
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Source: Reprinted with permission from Sheldon Good & Company. Copyright © Sheldon 
Good & Company. 
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Source: Reprinted with permission from Sheldon Good & Company. Copyright © Sheldon 
Good & Company. 
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Figure 4: Example of a Marketing Campaign Calendar: May 13-June 18 

Sunday Monday Tuesday Wednesday Thursday Friday Saturday 
May 12 

 
May 13 

• Receive 
signed 
contract 

• Begin PR 
campaign 

• Research and 
purchase Web 
site key words 

• Order signs  

May 14 

• Deposit check 
for mktg 
expenses 

• Send e-mail 
blast 

• Identify meta 
tags for Web 
site 

• Proof signs 
 

May 15 

• Gather PIP info 
and photos 

• Send brochure 
copy and ad 
copy to 
designer 

May 16 

• Post property 
online 

• Implement 
meta tags 

• Send e-mail 
blast 

• Proof brochure 
• Proof ad 
 

 

May  17 

• Send brochure 
to printer 

• Post signs with 
floodlights 

May 18 
 

May 19 
 

May 20 

• Get update 
from PR firm 
 

May 21 
 

May 22 May 23 

• PIP complete 
• Print PIP 

May 24 

• Post PIP 
online 

• Send e-mail 
blast 

• Uplink data to 
other sites 
 

May 25 

• Run ad in 1 
newspaper 
(print and 
online) 

May 26 
 

May 27 

• Send mailing 
to real estate 
agents 

• Get update 
from PR firm 
 

May 28 
 

May 29 

• Send 
broadcast e-
mail to real 
estate agents 

• Receive 
brochures 

May 30 
 

May 31 
 

June 1 

• Run ads in 5 
newspapers 
(print and 
online) 

June 2 

• Property 
inspection: 
noon-1:00 
p.m. 

 

June 3 

• Get update 
from PR firm 

 

June 4 
 

June 5 

• Send 
broadcast e-
mail to real 
estate agents 

 

June 6 
 

June 7 
 

June 8 

• Run ads in 5 
newspapers 
(print and 
online) 

June 9 

• Property 
inspection: 
noon-1:00 
p.m. 
 

June 10 

• Get update 
from PR firm 

 

June 11 
 

June 12 
 

June 13 
 

June 14 
 

June 15 

• Run ads in 4 
newspapers 
(print and 
online) 

June 16 

• Property 
inspection: 
noon-1:00 
p.m. 
 

June 17 
 

June 18 

• Bids due 9:00 
a.m. 
 

June 19 
 

June 20 
 

June 21 
 

June 22 
 

 
Source: Adapted with permission from the National Auctioneers Association. AARE 100—Accredited Auctioneer of 
Real Estate. Copyright © 2007, National Auctioneers Association.  
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PROPERTY INSPECTIONS AND PRE-AUCTION 
SEMINARS 
As marketing and sales functions, property inspections and pre-auction 
seminars are often held within two weeks of the auction. 
 
The purpose of a property inspection—in traditional real estate 
terminology, an open house—is to enable potential bidders to visit the 
property they might buy. The purpose of a pre-auction seminar is to 
educate buyers on the features of the property and the bidding process. 
 
The auction firm staff is responsible for: 
 
• Registering all attendees 
• Presenting brochures  
• Providing bidder packets 
• Answering questions 
 
Property inspections and pre-auction seminars are valuable tools to help 
auction firms measure buyer interest and preparedness so that auction 
staff may refine or adjust their marketing strategies. Auction staff also 
communicate buyer interest to the seller so that the seller is auction-day 
ready. 

COMMUNICATION WITH SELLER 
The auction firm keeps in frequent communication with the seller. Auction 
firms typically provide progress reports for monitoring marketing activity 
and results. The frequency of progress reports should be determined by 
the two parties. 

BUYER FINANCIAL REQUIREMENTS 
Buyer financial requirements must be determined prior to the auction. 
Buyers must be informed of the amount of earnest money required. This 
is usually in the form of a non-refundable deposit for the successful 
bidder. Lender commitment and/or pre-qualification is often required in 
order for buyers to register at the auction. 
 
The buyer’s premium, in addition to the bid price, is an amount paid by 
the buyer, which is often used to cover the seller’s marketing expenses or 
auctioneer’s fee. This amount is usually a percentage of the sales price. It 
will be inserted into the sales contract at the closing table. The buyer’s 
premium can be given to the seller or to the auction firm, depending on 
the terms of the purchase and sale agreement. 

PURCHASE & SALE AGREEMENT 
Real estate professionals should note the following: 
 
• There are no contingencies. 
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• The purchase and sale agreement is made available at auction. 
• Major terms of the agreement are read on auction day. 
• The property is sold "as is, where is"—without warranty. 
 
Sample terms and conditions are provided below: 
 

Only bidders who show proof of required deposit to (firm name) 
will be allowed to bid at this auction. The highest bidder (buyer) 
whose bid is accepted by the auctioneer and the seller will be 
bound into a Purchase and Sale Agreement. 
 
This agreement will be a legally binding contract. 
 
At the time the agreement is signed, the buyer will pay a deposit 
equal to (amount) in cash, certified or bank check. If the 
agreement is not signed or if Buyer fails to pay the deposit, the 
auctioneer may, at his discretion, immediately resell the property 
to the highest bidder who complied with these general terms of 
sale, but such resale shall not release the buyer from an action for 
breach of contract. In the event of any dispute regarding bidding, 
the auctioneer’s decision shall be final and binding. Property 
offered for sale at this auction is offered “as is, where is, without 
warranty, (referring to condition of property) or contingencies. 
 
The order of the bidding will be…” 

 
Figure 5 shows an example of a real estate auction purchase agreement 
promulgated by the South Dakota Real Estate Commission.
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Figure 5: Sample Real Estate Auction Purchase Agreement 

 

Source: Reprinted with permission from the South Dakota Real Estate Commission. Real Estate 
Auction Purchase Agreement — Residential. 
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AUCTION DAY 
The events of auction day are as highly coordinated as the auction firm’s 
marketing activities. Staff typically arrives at the auction site one to two 
hours in advance of the auction. Staff includes: 
 
• Auctioneer who conducts the sale by auction 
• Bid assistants (also known as ringmen or floor persons) who answer 

bidders’ questions during the auction and who encourage them to bid 
• Cashiers, clerks, and assistants who help with registration and 

contract signing 
 
Before an auction begins, the auctioneer’s responsibilities include: 
 
1. Announcing the type and term of the auction 
2. Clarifying any changes made to previously printed materials 
3. Introducing auction staff 
4. Explaining bidding procedures 
 
The presence of multiple bidders, the chanting of the auctioneer, and 
opportunity to place bids can create an exciting atmosphere on auction 
day. When the auction begins, registered buyers bid competitively until a 
successful bid is reached, after which the successful bidder signs a 
purchase and sale contract and provides a non-refundable earnest 
money deposit. 

CLOSING 
An auction closing is similar to a closing in a negotiated sale. An attorney 
or title company representative usually attends a real estate closing. 
Earnest money can be held in an escrow account by the closing agent or 
auction firm (if real estate broker) until the transaction is closed. Closing 
documents vary from state to state. 

SPLIT COMMISSIONS 
Split commissions are common for brokers and auction firms. Split 
commissions must be included in listing agreement. As in a negotiated 
real estate sale, the licensed broker, not agent, accepts a split 
commission from an auction firm. 
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4. Getting Started in Real Estate Auctions 
In this module: 

 Explaining how real estate professionals can work with real estate 
auction firms 

 Discussing how to find real estate auction properties and real estate 
firms 

STEPS 
Before real estate professionals can begin taking their sellers and buyers 
to auction firms, they need to: 
 
1. Review state laws specific to real estate auction 
2. Understand the methods of participation, the responsibilities, and the 

forms that are used 
3. Select real estate auction firms 
4. Attend auctions 

1. REVIEW STATE LAWS SPECIFIC TO REAL ESTATE 
AUCTION 
Real estate professionals should obtain up-to-date information from their 
state licensing authorities. Information needed includes: 
 
• Laws that pertain to selling real estate by auction 
• Auction licensing requirements 
• How to obtain auction education  
 
Some states require that you carry a broker’s and an auctioneer’s license; 
other states may require that you may work for a licensed broker. 
Members of the National Auctioneers Association may check state 
license laws at www.auctioneers.org. 
 
Licensing requirements are subject to change. Real estate professionals 
should verify this information on a regular basis. 

2. UNDERSTAND METHODS OF PARTICIPATION, 
RESPONSIBILITIES, AND FORMS USED 
As described in Module 1, real estate professionals can work with real 
estate auction firms in three ways: 
 
1. Referring agent/broker 
2. Listing agent/broker 
3. Buyer's agent/broker  
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Referring Agent/Broker 
The referring agent refers a seller to an auctioneer and then receives a 
referral fee established by the auction firm. Responsibilities of the 
referring agent include: 
 
• Helping the seller analyze his or her needs, the property, and market 

to determine if a good auction situation exists 
• Referring the seller to a professional real estate auction firm 
• Collecting the referral fee from the auction fiirm when the property 

closes 
 
Referring agents should note that an auction firm may require to them to 
cancel their traditional real estate listing agreement, if one exists, and 
send a notice to MLS stating that the property will be sold at public 
auction. 
 
Real estate professionals who are REALTORS® need to be mindful of 
the Standards of Practice 16-3, 16-4, and 16-6 of the REALTOR® Code 
of Ethics. See Figure 6. 
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Listing Agent/Broker 
The listing agent is an agent of the seller who markets the seller’s 
property and represents the seller during the sale and closing. In a sale 
by auction, the listing agent handles many of the traditional real estate 
functions. 

The REALTOR® Code of 
Ethics is printed in its 
entirety in the appendix of 
this manual. It is also 
available online at 
www.realtor.org.  

Figure 6: REALTOR® Code of Ethics Standards of Practice 16-3, 
16-4, and 16-6 

 
• Standard of Practice 16-3 
 
Article 16 does not preclude REALTORS® from contacting the client of 
another broker for the purpose of offering to provide, or entering into a 
contract to provide, a different type of real estate service unrelated to 
the type of service currently being provided (e.g., property 
management as opposed to brokerage) or from offering the same type 
of service for property not subject to other brokers’ exclusive 
agreements. However, information received through a Multiple Listing 
Service or any other offer of cooperation may not be used to target 
clients of other REALTORS® to whom such offers to provide services 
may be made. (Amended 1/04) 
 
• Standard of Practice 16-4 
 
REALTORS® shall not solicit a listing which is currently listed 
exclusively with another broker. However, if the listing broker, when 
asked by the REALTOR®, refuses to disclose the expiration date and 
nature of such listing; i.e., an exclusive right to sell, an exclusive 
agency, open listing, or other form of contractual agreement between 
the listing broker and the client, the REALTOR® may contact the 
owner to secure such information and may discuss the terms upon 
which the REALTOR® might take a future listing or, alternatively, may 
take a listing to become effective upon expiration of any existing 
exclusive listing. (Amended 1/94) 
 
• Standard of Practice 16-6 
 
When REALTORS® are contacted by the client of another 
REALTOR® regarding the creation of an exclusive relationship to 
provide the same type of service, and REALTORS® have not directly 
or indirectly initiated such discussions, they may discuss the terms 
upon which they might enter into a future agreement or, alternatively, 
may enter into an agreement which becomes effective upon expiration 
of any existing exclusive agreement. (Amended 1/98) 
 
Source: National Association of REALTORS®. 2008 Code of Ethics 
and Standards of Practice. © 2008, National Association of 
REALTORS®. All rights reserved. Available at: http://www.realtor.org.  
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The listing agent shares commission based on the amount of involvement 
and the relationship defined by the two parties. 

Before Auction Day 
The listing agent’s activities prior to auction may include: 
 
 Providing the lead (in most cases) 
 If available, providing a fact sheet on the property 
 Performing market analysis (note that listing agent may NOT appraise 

property) 
 Providing local licensing information  
 Completing due diligence 
 Holding property inspections 
 Ordering and obtaining signs, photographs, and keys 
 Obtaining bids for maintenance and supervising property 

management 
 Assisting bidders with pre-qualification process 
 Providing feedback to the seller, e.g., progress reports 

 
Listing agents should note that an auction firm may require to them to 
cancel their traditional real estate listing agreement, if one exists, and 
send a notice to MLS stating that the property will be sold at public 
auction. 
 
A Florida REALTOR®-auctioneer offers suggestions on how listing 
agents can work with auction firms. See Figure 8.
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Figure 8: How to Set Listings Up for Auction 
Florida REALTOR® Gina Boyleston, an experienced sales associate and auctioneer, tells how to take your clients’ listings 
to the auction block as an alternative to traditional listing arrangements. Here are four steps that sales associates should 
take before putting their clients’ homes up for auction. 
 
1. Be Choosy 
The National Auctioneers Association, the world’s largest organization of professional auctioneers, offers a “Find an 
Auctioneer” link on its Web site, at www.auctioneers.org. (The site also features detailed information about real estate 
auctions, how they work, the advantages of using them and other valuable insights into the industry.)  
 
When selecting an auctioneer, look at the company’s specialty areas and steer clear of those that don’t handle residential 
real estate. If possible, find an auctioneer who is also a Realtor® or who has experience in your field. If your state requires 
such professionals to hold an auctioneer’s license, make sure the auctioneer you select is licensed. Also ask for referrals, 
and talk to other sales associates about their experiences selling homes through this particular auction company. If you 
don’t like what you hear, move on to the next candidate. 
   
2. Ensure That There’s Equity  
Sellers who have a large amount of equity in their homes have the best chance of walking away from the auction with 
smiles on their faces. Ideally, sellers should consider an auction only if their equity position is at least 20 percent of fair 
market value. Sellers who have 100 percent financing on a home and who lack any substantial equity, for example, 
probably won’t be good candidates for selling a home at auction.  
 
If prospects tell me they bought their house six months ago for $400,000 with 100 percent financing, that they owe 
$400,000 on it and that they want to get $400,000 at the auction, I know it won’t be a good match.  
 
That’s because homeowners with low equity will have very little wiggle room on the price they can accept. Without that 
flexibility, it will be difficult to entertain offers from a group of buyers standing on the floor waving their paddles. If, however, 
you have a motivated seller (e.g., one settling an estate) with ample equity, the chances of a successful auction will be very 
high.  
   
3. Get Sellers’ “Happy Number”  
Prepare a list of questions to ask your seller before you put the home on the auction block. Good queries include these: 
What is your timeframe for selling? Is six months feasible, or do you need to sell right away? How long have you owned the 
home? How much equity do you have in your home? Are you willing to put out X number of dollars for upfront advertising 
costs? Do you have enough equity in your home that a good, reasonable offer of X amount will make you happy?  
 
Next, find out if the seller has a realistic picture of what the home is worth (and what it might fetch at auction) by showing 
this seller recent sales of comparable homes in the area. Historically, homes at auction sell at 85 to 95 percent of their fair 
market value, although that number is getting harder to pinpoint because fair market values change so quickly these days. 
Regardless, you need to establish a minimum acceptable sales price that the auctioneer can work with and that makes the 
seller happy.  
   
4. Brace for Upfront Costs  
Unlike a typical listing, every auction has its own “auction marketing budget” that outlines exactly what type of advertising 
we’re going to do, where we’re going to do it and how often. In most situations, the seller pays the advertising costs, which 
can run several thousand dollars. Be sure that the auction company gives you a complete outline of the advertising 
promotion schedule, including newspapers, other publications, run dates, ad sizes, frequency, sign and brochure costs, and 
verification that all advertising has been placed and run accordingly.     
 
One way to reduce advertising costs is by finding an auctioneer who handles “multiple auctions.” In this scenario, the 
company sells 10, 20 or 30 properties at one time (instead of just one on a Saturday afternoon). The auction company will 
start advertising the event about six weeks out and expect each seller to share in the expense. This means sellers don’t 
have to pony up as much upfront money, and they also get a larger pool of auction goers on the day of the event. 
 
Source: By Gina Boyleston. Reprinted with permission from Florida REALTOR® Magazine, April 2007. More info on Gina: 
President-Broker-Owner, Louis Boyleston Realty & Auction, Inc., 114 W. Wright Street, Pensacola, FL 32501.
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On Auction Day 
On auction day, the listing agent may accompany the successful bidder to 
sign the contract. The listing agent may not call the bids. 

After Auction Day 
After the auction, the listing agent has three responsibilities: 
 
1. Help buyers with post-auction inspections, insurance, financing, etc. 
2. Assist in pre-closing events 
3. Attend closing 
 
Six different types of agreements may be used in this situation: 
 
1. Listing agreement between the real estate broker, auctioneer, and 

seller 
2. Auction contract to supersede listing agreement 
3. Pre-auction agreement outlining responsibilities of each party 
4. Special auction sales contract and addenda 
5. Prospect registration form 
6. Bidder's packet 

Buyer's Agent/Broker 
The buyer's agent registers a buyer who purchases property offered 
through an auction, thereby earning the buyer’s agent a commission 
established by the auction firm.  
 
Given the growing inventory of foreclosed homes and increased 
awareness of real estate auctions, many buyer’s agents find their buyer-
clients expressing interest in “scoring a deal” at real estate auctions. Are 
all buyer-clients appropriate bidders at a real estate auction? What 
services may a buyer’s agent provide his or her buyer-client? 
 
Buyer’s agents’ primary responsibility is to counsel their buyer-clients on 
factors they should consider before deciding on purchasing a property at 
auction. For a review of these considerations, see Figure 9. 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXAM question 7 
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In addition, buyer’s agents should explain that some auction firms may 
not provide compensation to buyer agents for their efforts and services, in 
which case the buyer’s agent and buyer-client must discuss and resolve 
compensation beforehand. 
 
Once buyer’s agents have had an opportunity to review the preceding 
points in a buyer counseling session, buyer's agents can assist their 
clients in finding appropriate auction inventory. Buyer's agents can find 
auction properties through the following: 
 
1. E-mail lists 
2. Web sites 
3. Newspapers 
 

E-mail. Using a popular search engine, buyer's agents should enter 
keywords that reflect their clients' interests, for example: 
 
• "Auction land Montana" 
• "Auction real estate California" 
• "Auction commercial real estate New York" 
• "Auction vacation homes Puerto Rico" 
 
Buyer's agents should visit the sites identified by the search engine and 
sign up for their e-mail lists. (Many real estate auction firms have e-mail 
lists that you can subscribe to on their sites free of charge.) Doing so will 
provide a steady stream of notices regarding the type of auction 
properties in which you have indicated an interest.  
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If you have Internet 
access in the 
classroom, consider 
running one of these 
searches, navigating to 
one of the Web sites, 
and showing how to 
sign up for e-mail 
announcements. 

Figure 9: Points of Discussion to Address in a Buyer Counseling 
Session 

 
• The auction firm is the exclusive agent of the seller. For example, 

at a pre-auction seminar, buyers should not reveal confidential 
information to auction firm staff that they wouldn’t want sellers to 
know. 

• At real estate auctions, properties are sold as is, where is, with no 
contingencies. 

• Many real estate auctions require a buyer’s premium, which is 
typically expressed as a percentage of the successful bid price. 

• Buyers should be preapproved for a mortgage and be prepared, if 
the successful bidders at auction, to present a cashier’s check for 
the deposit. The auctioneer will need to see and verify the deposit 
before a buyer can register as a bidder. 

• A successful bidder’s earnest money deposit is non-refundable. 
 
Novice bidders may find themselves: 
 
• Competing against experienced investors 
• Swept up in the excitement of a real estate auction and having paid 

more than they would have normally paid. 
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Web sites. Many MLS groups are now including auction properties in 

their list of properties for sale in a particular region. Buyer's agents should 
consult their MLS first. Other resources are listed in the table below. 
 

Web Sites to Research in Addition to Your MLS 
Web Site Description 
www.realtor.com • National Association of 

REALTORS® featuring 
residential properties 

www.rliland.net • REALTORS® Land Institute 
Web site featuring agricultural 
and rural properties 

www.auctioneers.org 
 

• A good general reference site 
where you can search by state, 
auction firm, or type of property 

www.naarealestateauctions.com • Specialty reference site where 
you can find real estate 
auctions across the U.S. 

www.realtybid.com 
www.foreclosure.com 
www.foreclosures.com 

• Fee-based commercial sites, 
these are good initial resources 

www.landandfarm.com • Free Web site that looks at rural 
orientation, farms, acreage 

www.landbook.com • Marketplace for non-
metropolitan real estate 

www.tranzon.com • An association of independent 
companies, nationwide 

www.marknetalliance.com • An association of independent 
companies, nationwide 

 
Newspapers. Buyer's agents should consult their local newspaper 

each day for the latest auctions. Today, most newspapers of any size are 
online. For a list of online newspapers, consider visiting 
www.onlinenewspapers.com.  
 
When buyer's agents have found appropriate auction inventory, their 
following responsibilities generally include: 
 
• Accompanying clients to property inspections 
• Reviewing the property information package or bidder's packet 

(checking area comparables, property indebtedness, the title, lien and 
market conditions) 

• Helping prospects determine the market value of a property prior to 
sale 

• Registering the bidder prior to auction, depending on the auction 
firm's requirements 

• Assisting the bidder with choices and auction strategy 
 
Buyers can be expected to provide the following at auction:  
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• Good-faith deposit 
• Personal check 
• Letter of guarantee 
• Identification 
 
Four different types of agreements may be used in this situation: 
 
1. Buyer registration for property inspections 
2. Bidder registration for pre-auction  
3. Broker registration day of the auction 
4. Broker memorandum as part of the auction sales contract 
 
It is vital that buyer's agents become familiar with these agreements. 
These forms are not standardized, and the terminology used in the forms 
may vary. To see an example of a bidder registration form, for example, 
see Figure 9. 
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Figure 9: Example of a Bidder Registration Form 
 

 
 
Source: Reprinted with permission of Rowell Realty and Auction Co., Inc. 
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Compensation to buyer's agents is typically established in writing by the 
auction firm in advance of the auction. Buyer's agents need to determine 
if their commission is paid on the bid price, the bid price plus the buyer's 
premium, or some other amount. Commission to the buyer's agent should 
be spelled out in the contract. 
 
Real estate license laws normally dictate to whom buyer's agent 
compensation can be paid. For broker to broker payment, agency laws 
prevail. 

3. SELECT REAL ESTATE AUCTION FIRMS 
When selecting a real estate auction firm, real estate professionals should 
consider the following criteria: 
 
The auction firm should: 
 
• Be a REALTOR® firm if selling real estate 
• Specialize in real estate auctions 
• Have a track record in the real estate auction business 
• Be staffed with persons who have professional designations and 

memberships in national or state auctioneer organizations. For 
example, is the auctioneer a member of the National Auctioneers 
Association? Does the auctioneer hold the Certified Auctioneers 
Institute (CAI) and/or the Accredited Auctioneer Real Estate (AARE) 
designations? 

• Have staff dedicated to research, marketing, and public relations 
• Provide references 
• Be well established and financially secure 
• Explain company charges and services 
• Exhibit the familiarity with the market in which the property is sold 
 
The auctioneer should: 
 
• Have experience selling similar properties 
• Be able to tell you how many, what type and what price properties he 

or she has sold 
• Be able to explain the percentage of units sold that have actually 

closed 
 
Real estate professionals should take the time to meet the auction firm 
staff and learn the policies of the firm. Questions to ask include: 
 
• Is the auction firm offering broker participation? 
• Is the auction firm offering a referral fee or commission? 
• What are the contingencies in the auction purchase and sale 

agreement and what disclosure documents is the seller providing? 
• Will the sale be absolute or will the seller have the right to reject the 

bid? 
• What type of deposit is required of buyers and is the deposit 

nonrefundable? 
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• Is the property offered as is? If so, what representations does the 
seller make regarding condition, title, etc? 

• What is the closing period? 
• What else is expected of the buyer or seller in the agreement? 
 
Buyer's agents also should ask: 
 
• What are the registration requirements for a buyer's agent? 
• Is it necessary to have a registration form signed by the buyer in 

advance? 
• Is a pre-bid necessary? 
• Should I attend the auction with my buyer? 

4. ATTEND AUCTIONS 
When attending auctions, look for several qualities: 
 
1. Is sales contract available for online and on-site bidders to review? 
2. How easy is the registration process? 
3. Does the enthusiasm and knowledge of the staff stimulate maximum 

bidding potential? 
4. Can the bidders understand the cadence of the auctioneer? (Speed is 

not an important as clarity.) 
5. Does the auction firm provide financial or pre-qualification services to 

bidders? 
6. Is the environment clean? Is the décor pleasant? Are restrooms 

available? Are food and beverages provided? 
7. Are quality photos, slides, or video of the property used during the 

auction? 
8. Was the auction recorded to substantiate the proceedings and reduce 

false claims? (Recording the auction protects clients, customers, and 
the auctioneer.) 
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Appendix 
Contents: 
 
• Case study answers 
• Example of a property information package 
• National Association of REALTORS® Code of Ethics 
• Glossary of common auction terms and phrases 
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CASE STUDY ANSWERS 

Case Study 1: Estate Sale 
Case Study 1: Analyze the Seller 

Positive (+) attributes: 
 
• Jan owns the property free and clear. 
• Jan is unable to maintain the farmhouse. 
• Jan and her children need to liquidate the property to pay for nursing 

home expenses. 
• Jan and her children agree that liquidating the property is their best 

option. 
 
 
 
Negative (-) attributes: 
 
• None 
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Case Study 1: Analyze the Property 

Positive (+) attributes: 
 
• The age of the farmhouse and size of lot make this property unique. 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• The kitchen needs to be remodeled. 
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Case Study 1: Analyze the Market 

Positive (+) attributes: 
 
• There is low supply of farmhouses with agricultural land in Jan’s area. 
• Three neighboring farmers are interested in purchasing the property. 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• Overall real estate sales have been sluggish. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Does Case Study 1 meet the two-thirds rule? Yes 
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Case Study 2: Business Loss 
 

Case Study 2: Analyze the Seller 
Positive (+) attributes: 
 
• The Shanes need to sell their condo quickly. 
 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
 
• The condo was purchased 18 months ago with an interest-only loan, so there 

is little chance of the Shanes having equity in the property. 
• The Shanes feel they know what their condo would bring at auction. 
• The Shanes have a $32,000 mechanic’s lien and a $10,000 tax lien. 
• The Shanes owe $34,000 in credit card debt. 
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Case Study 2: Analyze the Property 

Positive (+) attributes: 
 
 
• The property is a trendy two-bedroom condominium. 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• There is an improvement that is currently out of code. 
• The condo requires some foundation work. 
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Case Study 2: Analyze the Market 

Positive (+) attributes: 
 
• None 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• There is currently 16 months of inventory of condominiums similar to 

the Shanes’s. 
• Condo sales are on a downward trend. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Does Case Study 2 meet the two-thirds rule? No 
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Case Study 3: Strip Mall for Sale 
Case Study 3: Analyze the Seller 

Positive (+) attributes: 
 
• The owner needs to sell quickly. 
• The owner has 25% equity. 
• The owner cannot keep up with the costs of managing and maintaining the 

property. 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• None 
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Case Study 3: Analyze the Property 

Positive (+) attributes: 
 
• The mall is located near the center of a busy suburb. 
• The property is in good condition. 
• Four of the six storefronts are occupied and under five-year leases. 
 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
• The property has been listed for five months. 
• Over the last five months, the list price has wavered little. 
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Case Study 3: Analyze the Market 

Positive (+) attributes: 
 
• A mid-size manufacturer in the next county is relocating its headquarters ten 

blocks from the strip mall. 
• Plans are underway to revitalize downtown and surrounding streets. 
• The market for retail property is flat. 
 
 
 
 
 
 
 
 
 
 
 
Negative (-) attributes: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Does Case Study 3 meet the two-thirds rule? Yes 
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EXAMPLE OF A PROPERTY INFORMATION PACKAGE 

Source: Excerpts of this property information package are reprinted with 
permission of Rowell Realty & Auction Co., LLC. These excerpts are reprinted 
for educational purposes only. 
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NATIONAL ASSOCIATION OF REALTORS® CODE OF ETHICS 
 
Where the word REALTORS® is used in this Code and 
Preamble, it shall be deemed to include REALTOR-
ASSOCIATE®s. 
 
While the Code of Ethics establishes obligations that 
may be higher than those mandated by law, in any 
instance where the Code of Ethics and the law 
conflict, the obligations of the law must take 
precedence. 
 
Preamble 
 
Under all is the land. Upon its wise utilization and 
widely allocated ownership depend the survival and 
growth of free institutions and of our civilization. 
REALTORS® should recognize that the interests of the 
nation and its citizens require the highest and best 
use of the land and the widest distribution of land 
ownership. They require the creation of adequate 
housing, the building of functioning cities, the 
development of productive industries and farms, and 
the preservation of a healthful environment. 
 
Such interests impose obligations beyond those of 
ordinary commerce. They impose grave social 
responsibility and a patriotic duty to which REALTORS® 
should dedicate themselves, and for which they 
should be diligent in preparing themselves. 
REALTORS®, therefore, are zealous to maintain and 
improve the standards of their calling and share with 
their fellow REALTORS® a common responsibility for its 
integrity and honor. 
 
In recognition and appreciation of their obligations to 
clients, customers, the public, and each other, 
REALTORS® continuously strive to become and remain 
informed on issues affecting real estate and, as 
knowledgeable professionals, they willingly share the 
fruit of their experience and study with others. They 
identify and take steps, through enforcement of this 
Code of Ethics and by assisting appropriate 
regulatory bodies, to eliminate practices which may 
damage the public or which might discredit or bring 
dishonor to the real estate profession. REALTORS® 
having direct personal knowledge of conduct that may 
violate the Code of Ethics involving misappropriation 
of client or customer funds or property, willful 
discrimination, or fraud resulting in substantial 
economic harm, bring such matters to the attention of 
the appropriate Board or Association of REALTORS®. 
(Amended 1/00) 

Realizing that cooperation with other real estate 
professionals promotes the best interests of those 
who utilize their services, REALTORS® urge exclusive 
representation of clients; do not attempt to gain any 
unfair advantage over their competitors; and they 
refrain from making unsolicited comments about other 
practitioners. In instances where their opinion is 
sought, or where REALTORS® believe that comment is 
necessary, their opinion is offered in an objective, 
professional manner, uninfluenced by any personal 
motivation or potential advantage or gain. 
 
The term REALTOR® has come to connote 
competency, fairness, and high integrity resulting from 
adherence to a lofty ideal of moral conduct in 
business relations. No inducement of profit and no 
instruction from clients ever can justify departure from 
this ideal. 
 
In the interpretation of this obligation, REALTORS® can 
take no safer guide than that which has been handed 
down through the centuries, embodied in the Golden 
Rule, “Whatsoever ye would that others should do to 
you, do ye even so to them.” 
 
Accepting this standard as their own, REALTORS® 
pledge to observe its spirit in all of their activities 
whether conducted personally, through associates or 
others, or via technological means, and to conduct 
their business in accordance with the tenets set forth 
below. (Amended 1/07) 
 

Duties to Clients and Customers 
 
Article 1 
When representing a buyer, seller, landlord, tenant, or 
other client as an agent, REALTORS® pledge 
themselves to protect and promote the interests of 
their client. This obligation to the client is primary, but 
it does not relieve REALTORS® of their obligation to 
treat all parties honestly. When serving a buyer, 
seller, landlord, tenant or other party in a non-agency 
capacity, REALTORS® remain obligated to treat all 
parties honestly. (Amended 1/01) 
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• Standard of Practice 1-1 
REALTORS®, when acting as principals in a real estate 
transaction, remain obligated by the duties imposed 
by the Code of Ethics. (Amended 1/93) 

 
• Standard of Practice 1-2 
The duties imposed by the Code of Ethics 
encompass all real estate-related activities and 
transactions whether conducted in person, 
electronically, or through any other means. 

 
The duties the Code of Ethics imposes are 
applicable whether REALTORS® are acting as agents 
or in legally recognized non-agency capacities 
except that any duty imposed exclusively on agents 
by law or regulation shall not be imposed by this 
Code of Ethics on REALTORS® acting in non-agency 
capacities. 
 
As used in this Code of Ethics, “client” means the 
person(s) or entity(ies) with whom a REALTOR® or a 
REALTOR®’s firm has an agency or legally recognized 
non-agency relationship; “customer” means a party 
to a real estate transaction who receives information, 
services, or benefits but has no contractual 
relationship with the REALTOR® or the REALTOR®’s 
firm; “prospect” means a purchaser, seller, tenant, or 
landlord who is not subject to a representation 
relationship with the REALTOR® or REALTOR®’s firm; 
“agent” means a real estate licensee (including 
brokers and sales associates) acting in an agency 
relationship as defined by state law or regulation; 
and “broker” means a real estate licensee (including 
brokers and sales associates) acting as an agent or 
in a legally recognized non-agency capacity. 
(Adopted 1/95, Amended 1/07) 
 

• Standard of Practice 1-3 
REALTORS®, in attempting to secure a listing, shall not 
deliberately mislead the owner as to market value. 

 
• Standard of Practice 1-4 
REALTORS®, when seeking to become a buyer/tenant 
representative, shall not mislead buyers or tenants 
as to savings or other benefits that might be realized 
through use of the REALTOR®’s services. (Amended 
1/93) 
 

• Standard of Practice 1-5 
REALTORS® may represent the seller/landlord and 
buyer/tenant in the same transaction only after 
full disclosure to and with informed consent of 
both parties. (Adopted 1/93) 

• Standard of Practice 1-6 
REALTORS® shall submit offers and counter-offers 
objectively and as quickly as possible. (Adopted 
1/93, Amended 1/95) 

• Standard of Practice 1-7 
When acting as listing brokers, REALTORS® shall 
continue to submit to the seller/landlord all offers and 
counter-offers until closing or execution of a lease 
unless the seller/landlord has waived this obligation 
in writing. REALTORS® shall not be obligated to 
continue to market the property after an offer has 
been accepted by the seller/landlord. REALTORS® 
shall recommend that sellers/landlords obtain the 
advice of legal counsel prior to acceptance of a 
subsequent offer except where the acceptance is 
contingent on the termination of the pre-existing 
purchase contract or lease. (Amended 1/93) 

• Standard of Practice 1-8 
REALTORS®, acting as agents or brokers of 
buyers/tenants, shall submit to buyers/tenants all 
offers and counter-offers until acceptance but have 
no obligation to continue to show properties to their 
clients after an offer has been accepted unless 
otherwise agreed in writing. REALTORS®, acting as 
agents or brokers of buyers/tenants, shall 
recommend that buyers/tenants obtain the advice of 
legal counsel if there is a question as to whether a -
pre-existing contract has been terminated. (Adopted 
1/93, Amended 1/99) 

• Standard of Practice 1-9 
The obligation of REALTORS® to preserve confidential 
information (as defined by state law) provided by 
their clients in the course of any agency relationship 
or non-agency relationship recognized by law 
continues after termination of agency relationships or 
any non-agency relationships recognized by law. 
REALTORS® shall not knowingly, during or following 
the termination of professional relationships with 
their clients: 
1) reveal confidential information of clients; or 
2) use confidential information of clients to the 

disadvantage of    clients; or 
3) use confidential information of clients for the 

REALTOR®’s  advantage or the advantage of third 
parties unless: 

    a) clients consent after full disclosure; or 
    b) REALTORS® are required by court order; or 
    c) it is the intention of a client to commit a crime 

and the information is necessary to prevent the 
crime; or 
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    d) it is necessary to defend a REALTOR® or the 
REALTOR®’s employees or associates against an 
accusation of wrongful conduct.  

Information concerning latent material defects is not 
considered confidential information under this Code 
of Ethics. (Adopted 1/93, Amended 1/01) 

• Standard of Practice 1-10 
REALTORS® shall, consistent with the terms and 
conditions of their real estate licensure and their 
property management agreement, competently 
manage the property of clients with due regard for 
the rights, safety and health of tenants and others 
lawfully on the premises. (Adopted 1/95, Amended 
1/00) 

• Standard of Practice 1-11 
REALTORS® who are employed to maintain or manage 
a client’s property shall exercise due diligence and 
make reasonable efforts to protect it against 
reasonably foreseeable contingencies and losses. 
(Adopted 1/95) 
 
• Standard of Practice 1-12 
When entering into listing contracts, REALTORS® must 
advise sellers/ landlords of: 
1) the REALTOR®’s company policies regarding 

cooperation and the amount(s) of any 
compensation that will be offered to subagents, 
buyer/tenant agents, and/or brokers acting in 
legally recognized non-agency capacities; 

2) the fact that buyer/tenant agents or brokers, even 
if compensated by listing brokers, or by 
sellers/landlords may represent the interests of 
buyers/tenants; and 

3) any potential for listing brokers to act as disclosed 
dual agents,  e.g., buyer/tenant agents. (Adopted 
1/93, Renumbered 1/98,  Amended 1/03) 

• Standard of Practice 1-13 
When entering into buyer/tenant agreements, 
REALTORS® must advise potential clients of: 
1) the REALTOR®’s company policies regarding 

cooperation; 
2) the amount of compensation to be paid by the 

client; 
3) the potential for additional or offsetting 

compensation from other brokers, from the seller 
or landlord, or from other parties; 

4) any potential for the buyer/tenant representative to 
act as a    disclosed dual agent, e.g., listing 
broker, subagent, landlord’s agent, etc., and 

5) the possibility that sellers or sellers’ 
representatives may not treat the existence, 

terms, or conditions of offers as confidential 
unless confidentiality is required by law, 
regulation, or by any    confidentiality agreement 
between the parties. (Adopted 1/93, Renumbered 
1/98, Amended 1/06) 

• Standard of Practice 1-14 
Fees for preparing appraisals or other valuations 
shall not be contingent upon the amount of the 
appraisal or valuation. (Adopted 1/02) 

• Standard of Practice 1-15 
REALTORS®, in response to inquiries from buyers or 
cooperating brokers shall, with the sellers’ approval, 
disclose the existence of offers on the property. 
Where disclosure is authorized, REALTORS® shall also 
disclose whether offers were obtained by the listing 
licensee, another licensee in the listing firm, or by a 
cooperating broker. (Adopted 1/03, Amended 1/06) 
 
Article 2 
REALTORS® shall avoid exaggeration, 
misrepresentation, or concealment of pertinent facts 
relating to the property or the transaction. REALTORS® 
shall not, however, be obligated to discover latent 
defects in the property, to advise on matters outside 
the scope of their real estate license, or to disclose 
facts which are confidential under the scope of 
agency or non-agency relationships as defined by 
state law. (Amended 1/00) 

• Standard of Practice 2-1 
REALTORS® shall only be obligated to discover and 
disclose adverse factors reasonably apparent to 
someone with expertise in those areas required by 
their real estate licensing authority. Article 2 does not 
impose upon the REALTOR® the obligation of 
expertise in other professional or technical 
disciplines. (Amended 1/96) 

• Standard of Practice 2-2 
 (Renumbered as Standard of Practice 1-12 1/98) 

• Standard of Practice 2-3 
 (Renumbered as Standard of Practice 1-13 1/98) 

• Standard of Practice 2-4 
REALTORS® shall not be parties to the naming of a 
false consideration in any document, unless it be the 
naming of an obviously nominal consideration. 

 
• Standard of Practice 2-5 
Factors defined as “non-material” by law or 
regulation or which are expressly referenced in law 
or regulation as not being subject to disclosure are 
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considered not “pertinent” for purposes of Article 2. 
(Adopted 1/93) 
 
Article 3 
REALTORS® shall cooperate with other brokers except 
when cooperation is not in the client’s best interest. 
The obligation to cooperate does not include the 
obligation to share commissions, fees, or to otherwise 
compensate another broker. (Amended 1/95) 

• Standard of Practice 3-1 
REALTORS®, acting as exclusive agents or brokers of 
sellers/landlords, establish the terms and conditions 
of offers to cooperate. Unless expressly indicated in 
offers to cooperate, cooperating brokers may not 
assume that the offer of cooperation includes an 
offer of compensation. Terms of compensation, if 
any, shall be ascertained by cooperating brokers 
before beginning efforts to accept the offer of 
cooperation. (Amended 1/99) 

• Standard of Practice 3-2 
REALTORS® shall, with respect to offers of 
compensation to another REALTOR®, timely 
communicate any change of compensation for 
cooperative services to the other REALTOR® prior to 
the time such REALTOR® produces an offer to 
purchase/lease the property. (Amended 1/94) 

• Standard of Practice 3-3 
Standard of Practice 3-2 does not preclude the listing 
broker and cooperating broker from entering into an 
agreement to change cooperative compensation. 
(Adopted 1/94) 

• Standard of Practice 3-4 
REALTORS®, acting as listing brokers, have an 
affirmative obligation to disclose the existence of 
dual or variable rate commission arrangements (i.e., 
listings where one amount of commission is payable 
if the listing broker’s firm is the procuring cause of 
sale/lease and a different amount of commission is 
payable if the sale/lease results through the efforts of 
the seller/landlord or a cooperating broker). The 
listing broker shall, as soon as practical, disclose the 
existence of such arrangements to potential 
cooperating brokers and shall, in response to 
inquiries from cooperating brokers, disclose the 
differential that would result in a cooperative 
transaction or in a sale/lease that results through the 
efforts of the seller/landlord. If the cooperating broker 
is a buyer/tenant representative, the buyer/ tenant 
representative must disclose such information to 
their client before the client makes an offer to 
purchase or lease. (Amended 1/02) 

• Standard of Practice 3-5 
It is the obligation of subagents to promptly disclose 
all pertinent facts to the principal’s agent prior to as 
well as after a purchase or lease agreement is 
executed. (Amended 1/93) 
 

• Standard of Practice 3-6 
REALTORS® shall disclose the existence of accepted 
offers, including offers with unresolved 
contingencies, to any broker seeking cooperation. 
(Adopted 5/86, Amended 1/04) 
 

• Standard of Practice 3-7 
When seeking information from another REALTOR® 
concerning property under a management or listing 
agreement, REALTORS® shall disclose their REALTOR® 
status and whether their interest is personal or on 
behalf of a client and, if on behalf of a client, their 
representational status. (Amended 1/95) 

 
• Standard of Practice 3-8 
REALTORS® shall not misrepresent the availability of 
access to show or inspect a listed property. 
(Amended 11/87) 
 
Article 4 
REALTORS® shall not acquire an interest in or buy or 
present offers from themselves, any member of their 
immediate families, their firms or any member thereof, 
or any entities in which they have any ownership 
interest, any real property without making their true 
position known to the owner or the owner’s agent or 
broker. In selling property they own, or in which they 
have any interest, REALTORS® shall reveal their 
ownership or interest in writing to the purchaser or the 
purchaser’s representative. (Amended 1/00) 
 
• Standard of Practice 4-1 
For the protection of all parties, the disclosures 
required by Article 4 shall be in writing and provided 
by REALTORS® prior to the signing of any contract. 
(Adopted 2/86) 
 
Article 5 
REALTORS® shall not undertake to provide professional 
services concerning a property or its value where they 
have a present or contemplated interest unless such 
interest is specifically disclosed to all affected parties. 
 
Article 6 
REALTORS® shall not accept any commission, rebate, 
or profit on expenditures made for their client, without 
the client’s knowledge and consent. 
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When recommending real estate products or services 
(e.g., homeowner’s insurance, warranty programs, 
mortgage financing, title insurance, etc.), REALTORS® 
shall disclose to the client or customer to whom the 
recommendation is made any financial benefits or 
fees, other than real estate referral fees, the 
REALTOR® or REALTOR®’s firm may receive as a direct 
result of such recommendation. (Amended 1/99) 

• Standard of Practice 6-1 
REALTORS® shall not recommend or suggest to a 
client or a customer the use of services of another 
organization or business entity in which they have a 
direct interest without disclosing such interest at the 
time of the recommendation or suggestion. 
(Amended 5/88) 

 
Article 7 
In a transaction, REALTORS® shall not accept 
compensation from more than one party, even if 
permitted by law, without disclosure to all parties and 
the informed consent of the REALTOR®’s client or 
clients. (Amended 1/93) 
 
Article 8 
REALTORS® shall keep in a special account in an 
appropriate financial institution, separated from their 
own funds, monies coming into their possession in 
trust for other persons, such as escrows, trust funds, 
clients’ monies, and other like items. 
 
Article 9 
REALTORS®, for the protection of all parties, shall 
assure whenever possible that all agreements related 
to real estate transactions including, but not limited to, 
listing and representation agreements, purchase 
contracts, and leases are in writing in clear and 
understandable language expressing the specific 
terms, conditions, obligations and commitments of the 
parties. A copy of each agreement shall be furnished 
to each party to such agreements upon their signing 
or initialing. (Amended 1/04) 
 
• Standard of Practice 9-1 
For the protection of all parties, REALTORS® shall use 
reasonable care to ensure that documents pertaining 
to the purchase, sale, or lease of real estate are kept 
current through the use of written extensions or 
amendments. (Amended 1/93) 
 

• Standard of Practice 9-2 
When assisting or enabling a client or customer in 
establishing a contractual relationship (e.g., listing 
and representation agreements, purchase 

agreements, leases, etc.) electronically, REALTORS® 
shall make reasonable efforts to explain the nature 
and disclose the specific terms of the contractual 
relationship being established prior to it being agreed 
to by a contracting party. (Adopted 1/07) 

 
Duties to the Public 

 
Article 10 
REALTORS® shall not deny equal professional services 
to any person for reasons of race, color, religion, sex, 
handicap, familial status, or national origin. 
REALTORS® shall not be parties to any plan or 
agreement to discriminate against a person or 
persons on the basis of race, color, religion, sex, 
handicap, familial status, or national origin. (Amended 
1/90) 
 
REALTORS®, in their real estate employment practices, 
shall not discriminate against any person or persons 
on the basis of race, color, religion, sex, handicap, 
familial status, or national origin. 
(Amended 1/00) 
 
• Standard of Practice 10-1 
When involved in the sale or lease of a residence, 
REALTORS® shall not volunteer information regarding 
the racial, religious or ethnic composition of any 
neighborhood nor shall they engage in any activity 
which may result in panic selling, however, 
REALTORS® may provide other demographic 
information. (Adopted 1/94, Amended 1/06) 

 
• Standard of Practice 10-2 
When not involved in the sale or lease of a 
residence, REALTORS® may provide demographic 
information related to a property, transaction or 
professional assignment to a party if such 
demographic information is (a) deemed by the 
REALTOR® to be needed to assist with or complete, in 
a manner consistent with Article 10, a real estate 
transaction or professional assignment and (b) is 
obtained or derived from a recognized, reliable, 
independent, and impartial source. The source of 
such information and any additions, deletions, 
modifications, interpretations, or other changes shall 
be disclosed in reasonable detail. (Adopted 1/05, 
Renumbered 1/06) 

 
• Standard of Practice 10-3 
REALTORS® shall not print, display or circulate any 
statement or advertisement with respect to selling or 
renting of a property that indicates any preference, 
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limitations or discrimination based on race, color, 
religion, sex, handicap, familial status, or national 
origin. (Adopted 1/94, Renumbered 1/05 and 1/06) 
 

• Standard of Practice 10-4 
As used in Article 10 “real estate employment 
practices” relates to employees and independent 
contractors providing real estate-related services and 
the administrative and clerical staff directly 
supporting those individuals. (Adopted 1/00, 
Renumbered 1/05 and 1/06) 
 
Article 11 
The services which REALTORS® provide to their clients 
and customers shall conform to the standards of 
practice and competence which are reasonably 
expected in the specific real estate disciplines in 
which they engage; specifically, residential real estate 
brokerage, real property management, commercial 
and industrial real estate brokerage, real estate 
appraisal, real estate counseling, real estate 
syndication, real estate auction, and international real 
estate. 
 
REALTORS® shall not undertake to provide specialized 
professional services concerning a type of property or 
service that is outside their field of competence unless 
they engage the assistance of one who is competent 
on such types of property or service, or unless the 
facts are fully disclosed to the client. Any persons 
engaged to provide such assistance shall be so 
identified to the client and their contribution to the 
assignment should be set forth. (Amended 1/95) 

• Standard of Practice 11-1 
When REALTORS® prepare opinions of real property 
value or price, other than in pursuit of a listing or to 
assist a potential purchaser in formulating a 
purchase offer, such opinions shall include the 
following: 
1) identification of the subject property 
2) date prepared 
3) defined value or price 
4) limiting conditions, including statements of 

purpose(s) and intended user(s) 
5) any present or contemplated interest, including 

the possibility of representing the seller/landlord or 
buyers/tenants 

6) basis for the opinion, including applicable market 
data 

7) if the opinion is not an appraisal, a statement to 
that effect     (Amended 1/01) 

• Standard of Practice 11-2 
The obligations of the Code of Ethics in respect of 
real estate disciplines other than appraisal shall be 
interpreted and applied in accordance with the 
standards of competence and practice which clients 
and the public reasonably require to protect their 
rights and interests considering the complexity of the 
transaction, the availability of expert assistance, and, 
where the REALTOR® is an agent or subagent, the 
obligations of a fiduciary. (Adopted 1/95) 

• Standard of Practice 11-3 
When REALTORS® provide consultive services to 
clients which involve advice or counsel for a fee (not 
a commission), such advice shall be rendered in an 
objective manner and the fee shall not be contingent 
on the substance of the advice or counsel given. If 
brokerage or transaction services are to be provided 
in addition to consultive services, a separate 
compensation may be paid with prior agreement 
between the client and REALTOR®. (Adopted 1/96) 

• Standard of Practice 11-4 
The competency required by Article 11 relates to 
services contracted for between REALTORS® and their 
clients or customers; the duties expressly imposed 
by the Code of Ethics; and the duties imposed by law 
or regulation. (Adopted 1/02) 
 
Article 12 
REALTORS® shall be honest and truthful in their real 
estate communications and shall present a true 
picture in their advertising, marketing, and other 
representations. REALTORS® shall ensure that their 
status as real estate professionals is readily apparent 
in their advertising, marketing, and other 
representations, and that the recipients of all real 
estate communications are, or have been, notified 
that those communications are from a real estate 
professional. (Amended 1/08) 
 
• Standard of Practice 12-1 
REALTORS® may use the term “free” and similar terms 
in their advertising and in other representations 
provided that all terms governing availability of the 
offered product or service are clearly disclosed at the 
same time. (Amended 1/97) 
 

• Standard of Practice 12-2 
REALTORS® may represent their services as “free” or 
without cost even if they expect to receive 
compensation from a source other than their client 
provided that the potential for the REALTOR® to obtain 
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a benefit from a third party is clearly disclosed at the 
same time. (Amended 1/97) 
 

• Standard of Practice 12-3 
The offering of premiums, prizes, merchandise 
discounts or other inducements to list, sell, purchase, 
or lease is not, in itself, unethical even if receipt of 
the benefit is contingent on listing, selling, 
purchasing, or leasing through the REALTOR® making 
the offer. However, REALTORS® must exercise care 
and candor in any such advertising or other public or 
private representations so that any party interested 
in receiving or otherwise benefiting from the 
REALTOR®’s offer will have clear, thorough, advance 
understanding of all the terms and conditions of the 
offer. The offering of any inducements to do 
business is subject to the limitations and restrictions 
of state law and the ethical obligations established 
by any applicable Standard of Practice. (Amended 
1/95) 

 
• Standard of Practice 12-4 
REALTORS® shall not offer for sale/lease or advertise 
property without authority. When acting as listing 
brokers or as subagents, REALTORS® shall not quote 
a price different from that agreed upon with the 
seller/landlord. (Amended 1/93) 

 
• Standard of Practice 12-5 
REALTORS® shall not advertise nor permit any person 
employed by or affiliated with them to advertise listed 
property in any medium (e.g., electronically, print, 
radio, television, etc.) without disclosing the name of 
that REALTOR®’s firm in a reasonable and readily 
apparent manner.  (Adopted 11/86, Amended 1/07) 

 
• Standard of Practice 12-6 
REALTORS®, when advertising unlisted real property 
for sale/lease in which they have an ownership 
interest, shall disclose their status as both 
owners/landlords and as REALTORS® or real estate 
licensees. (Amended 1/93) 

 
• Standard of Practice 12-7 
Only REALTORS® who participated in the transaction 
as the listing broker or cooperating broker (selling 
broker) may claim to have “sold” the property. Prior 
to closing, a cooperating broker may 
post a “sold” sign only with the consent of the listing 
broker. (Amended 1/96)  

 
• Standard of Practice 12-8 
The obligation to present a true picture in 
representations to the public includes information 

presented, provided, or displayed on REALTORS®’ 
websites. REALTORS® shall use reasonable efforts to 
ensure that information on their websites is current. 
When it becomes apparent that information on a 
REALTOR®’s website is no longer current or accurate, 
REALTORS® shall promptly take corrective action. 
(Adopted 1/07) 

 
• Standard of Practice 12-9 
REALTOR® firm websites shall disclose the firm’s 
name and state(s) of licensure in a reasonable and 
readily apparent manner. 
Websites of REALTORS® and non-member licensees 
affiliated with a REALTOR® firm shall disclose the 
firm’s name and that REALTOR®’s or non-member 
licensee’s state(s) of licensure in a reasonable and 
readily apparent manner. (Adopted 1/07)  

 
• Standard of Practice 12-10 
REALTORS®’ obligation to present a true picture in 
their advertising and representations to the public 
includes the URLs and domain names they use, and 
prohibits REALTORS® from: 
1) engaging in deceptive or unauthorized framing of 

real estate     brokerage websites; 
2) manipulating (e.g., presenting content developed 

by others) listing content in any way that produces 
a deceptive or misleading result; or 

3) deceptively using metatags, keywords or other 
devices/ methods to direct, drive, or divert Internet 
traffic, or to otherwise mislead consumers.  
(Adopted 1/07) 

 
• Standard of Practice 12-11 
REALTORS® intending to share or sell consumer 
information gathered via the Internet shall disclose 
that possibility in a reasonable and readily apparent 
manner. (Adopted 1/07) 

 
• Standard of Practice 12-12 
 REALTORS® shall not: 
 1) use URLs or domain names that present less 
than a true picture, or 
 2) register URLs or domain names which, if used, 

would present less than a true picture. (Adopted 
1/08) 

 
• Standard of Practice 12-13 
The obligation to present a true picture in 
advertising, marketing, and representations allows 
REALTORS® to use and display only professional 
designations, certifications, and other credentials to 
which they are legitimately entitled. (Adopted 1/08) 
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Article 13 
REALTORS® shall not engage in activities that 
constitute the unauthorized practice of law and shall 
recommend that legal counsel be obtained when the 
interest of any party to the transaction requires it. 
 
Article 14 
If charged with unethical practice or asked to present 
evidence or to cooperate in any other way, in any 
professional standards proceeding or investigation, 
REALTORS® shall place all pertinent facts before the 
proper tribunals of the Member Board or affiliated 
institute, society, or council in which membership is 
held and shall take no action to disrupt or obstruct 
such processes. (Amended 1/99) 
 
• Standard of Practice 14-1 
REALTORS® shall not be subject to disciplinary 
proceedings in more than one Board of REALTORS® 
or affiliated institute, society, or council in which they 
hold membership with respect to alleged violations of 
the Code of Ethics relating to the same transaction 
or event. (Amended 1/95) 

 
• Standard of Practice 14-2 
REALTORS® shall not make any unauthorized 
disclosure or dissemination of the allegations, 
findings, or decision developed in connection with an 
ethics hearing or appeal or in connection with an 
arbitration hearing or procedural review. (Amended 
1/92) 

 
• Standard of Practice 14-3 
REALTORS® shall not obstruct the Board’s 
investigative or professional standards proceedings 
by instituting or threatening to institute actions for 
libel, slander, or defamation against any party to a 
professional standards proceeding or their witnesses 
based on the filing of an arbitration request, an ethics 
complaint, or testimony given before any tribunal. 
(Adopted 11/87, Amended 1/99) 
 

• Standard of Practice 14-4 
REALTORS® shall not intentionally impede the Board’s 
investigative or disciplinary proceedings by filing 
multiple ethics complaints based on the same event 
or transaction. (Adopted 11/88) 

 
Duties to REALTORS® 

 
Article 15 
REALTORS® shall not knowingly or recklessly make 
false or misleading statements about competitors, 

their businesses, or their business practices. 
(Amended 1/92) 
 
• Standard of Practice 15-1 
REALTORS® shall not knowingly or recklessly file false 
or unfounded ethics complaints. (Adopted 1/00) 

 
• Standard of Practice 15-2 
The obligation to refrain from making false or 
misleading statements about competitors’ 
businesses and competitors’ business practices 
includes the duty to not knowingly or recklessly 
repeat, retransmit, or republish false or misleading 
statements made by others. This duty applies 
whether false or misleading statements are repeated 
in person, in writing, by technological means (e.g., 
the Internet), or by any other means. (Adopted 1/07) 
 
Article 16 
REALTORS® shall not engage in any practice or take 
any action inconsistent with exclusive representation 
or exclusive brokerage relationship agreements that 
other REALTORS® have with clients. (Amended 1/04) 
 
• Standard of Practice 16-1 
Article 16 is not intended to prohibit aggressive or 
innovative business practices which are otherwise 
ethical and does not prohibit disagreements with 
other REALTORS® involving commission, fees, 
compensation or other forms of payment or 
expenses. (Adopted 1/93, Amended 1/95) 

 
• Standard of Practice 16-2 
Article 16 does not preclude REALTORS® from making 
general announcements to prospects describing their 
services and the terms of their availability even 
though some recipients may have entered into 
agency agreements or other exclusive relationships 
with another REALTOR®. A general telephone 
canvass, general mailing or distribution addressed to 
all prospects in a given geographical area or in a 
given profession, business, club, or organization, or 
other classification or group is deemed “general” for 
purposes of this standard. (Amended 1/04) 

Article 16 is intended to recognize as unethical two 
basic types of solicitations: 

First, telephone or personal solicitations of property 
owners who have been identified by a real estate 
sign, multiple listing compilation, or other information 
service as having exclusively listed their property 
with another REALTOR®; and 
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Second, mail or other forms of written solicitations of 
prospects whose properties are exclusively listed 
with another REALTOR® when such solicitations are 
not part of a general mailing but are directed 
specifically to property owners identified through 
compilations of current listings, “for sale” or “for rent” 
signs, or other sources of classification or group is 
deemed “general” for purposes of this standard. 
(Amended 1/04) 

Article 16 is intended to recognize as unethical two 
basic types of solicitations: 

First, telephone or personal solicitations of property 
owners who have been identified by a real estate 
sign, multiple listing compilation, or other information 
service as having exclusively listed their property 
with another REALTOR®; and 

Second, mail or other forms of written solicitations of 
prospects whose properties are exclusively listed with 
another REALTOR® when such solicitations are not part 
of a general mailing but are directed specifically to 
property owners identified through compilations of 
current listings, “for sale” or “for rent” signs, or other 
sources of information required by Article 3 and 
Multiple Listing Service rules to be made available to 
other REALTORS® under offers of subagency or 
cooperation. (Amended 1/04) 
 
• Standard of Practice 16-3 
Article 16 does not preclude REALTORS® from 
contacting the client of another broker for the purpose 
of offering to provide, or entering into a contract to 
provide, a different type of real estate service 
unrelated to the type of service currently being 
provided (e.g., property management as opposed to 
brokerage) or from offering the same type of service 
for property not subject to other brokers’ exclusive 
agreements. However, information received through a 
Multiple Listing Service or any other offer of 
cooperation may not be used to target clients of other 
REALTORS® to whom such offers to provide services 
may be made. (Amended 1/04) 
 
• Standard of Practice 16-4 
REALTORS® shall not solicit a listing which is currently 
listed exclusively with another broker. However, if the 
listing broker, when asked by the REALTOR®, refuses 
to disclose the expiration date and nature of such 
listing; i.e., an exclusive right to sell, an exclusive 
agency, open listing, or other form of contractual 
agreement between the listing broker and the client, 
the REALTOR® may contact the owner to secure such 

information and may discuss the terms upon which 
the REALTOR® might take a future listing or, 
alternatively, may take a listing to become effective 
upon expiration of any existing exclusive listing. 
(Amended 1/94) 

• Standard of Practice 16-5 
REALTORS® shall not solicit buyer/tenant agreements 
from buyers/ tenants who are subject to exclusive 
buyer/tenant agreements. However, if asked by a 
REALTOR®, the broker refuses to disclose the 
expiration date of the exclusive buyer/tenant 
agreement, the REALTOR® may contact the 
buyer/tenant to secure such information and may 
discuss the terms upon which the REALTOR® might 
enter into a future buyer/tenant agreement or, 
alternatively, may enter into a buyer/tenant 
agreement to become effective upon the expiration 
of any existing exclusive buyer/tenant agreement. 
(Adopted 1/94, Amended 1/98) 

• Standard of Practice 16-6 
When REALTORS® are contacted by the client of 
another REALTOR® regarding the creation of an 
exclusive relationship to provide the same type of 
service, and REALTORS® have not directly or indirectly 
initiated such discussions, they may discuss the 
terms upon which they might enter into a future 
agreement or, alternatively, may enter into an 
agreement which becomes effective upon expiration 
of any existing exclusive agreement. (Amended 
1/98) 

• Standard of Practice 16-7 
The fact that a prospect has retained a REALTOR® as 
an exclusive representative or exclusive broker in 
one or more past transactions does not preclude 
other REALTORS® from seeking such prospect’s future 
business. (Amended 1/04) 

• Standard of Practice 16-8 
The fact that an exclusive agreement has been 
entered into with a REALTOR® shall not preclude or 
inhibit any other REALTOR® from entering into a 
similar agreement after the expiration of the prior 
agreement. (Amended 1/98) 

• Standard of Practice 16-9 
REALTORS®, prior to entering into a representation 
agreement, have an affirmative obligation to make 
reasonable efforts to determine whether the prospect 
is subject to a current, valid exclusive agreement to 
provide the same type of real estate service. 
(Amended 1/04) 
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• Standard of Practice 16-10 
REALTORS®, acting as buyer or tenant representatives 
or brokers, shall disclose that relationship to the 
seller/landlord’s representative or broker at first 
contact and shall provide written confirmation of that 
disclosure to the seller/landlord’s representative or 
broker not later than execution of a purchase 
agreement or lease. (Amended 1/04) 

• Standard of Practice 16-11 
On unlisted property, REALTORS® acting as 
buyer/tenant representatives or brokers shall 
disclose that relationship to the seller/landlord at first 
contact for that buyer/tenant and shall provide written 
confirmation of such disclosure to the seller/landlord 
not later than execution of any purchase or lease 
agreement. (Amended 1/04) 

 REALTORS® shall make any request for anticipated 
compensation from the seller/landlord at first contact. 
(Amended 1/98) 

• Standard of Practice 16-12 
REALTORS®, acting as representatives or brokers of 
sellers/ landlords or as subagents of listing brokers, 
shall disclose that relationship to buyers/tenants as 
soon as practicable and shall provide written 
confirmation of such disclosure to buyers/tenants not 
later than execution of any purchase or lease 
agreement. (Amended 1/04) 

• Standard of Practice 16-13 
All dealings concerning property exclusively listed, or 
with buyer/tenants who are subject to an exclusive 
agreement shall be carried on with the client’s 
representative or broker, and not with the client, 
except with the consent of the client’s representative 
or broker or except where such dealings are initiated 
by the client. 

Before providing substantive services (such as 
writing a purchase offer or presenting a CMA) to 
prospects, REALTORS® shall ask prospects whether 
they are a party to any exclusive representation 
agreement. REALTORS® shall not knowingly provide 
substantive services concerning a prospective 
transaction to prospects who are parties to exclusive 
representation agreements, except with the consent 
of the prospects’ exclusive representatives or at the 
direction of prospects. (Adopted 1/93, Amended 
1/04) 

 

• Standard of Practice 16-14 
REALTORS® are free to enter into contractual 
relationships or to negotiate with sellers/landlords, 
buyers/tenants or others who are not subject to an 
exclusive agreement but shall not knowingly obligate 
them to pay more than one commission except with 
their informed consent. (Amended 1/98) 

• Standard of Practice 16-15 
In cooperative transactions REALTORS® shall 
compensate cooperating REALTORS® (principal 
brokers) and shall not compensate nor offer to 
compensate, directly or indirectly, any of the sales 
licensees employed by or affiliated with other 
REALTORS® without the prior express knowledge and 
consent of the cooperating broker.  

• Standard of Practice 16-16 
REALTORS®, acting as subagents or buyer/tenant 
representatives or brokers, shall not use the terms of 
an offer to purchase/lease to attempt to modify the 
listing broker’s offer of compensation to subagents or 
buyer/tenant representatives or brokers nor make 
the submission of an executed offer to 
purchase/lease contingent on the listing broker’s 
agreement to modify the offer of compensation. 
(Amended 1/04) 

• Standard of Practice 16-17 
REALTORS®, acting as subagents or as buyer/tenant 
representatives or brokers, shall not attempt to 
extend a listing broker’s offer of cooperation and/or 
compensation to other brokers without the consent of 
the listing broker. (Amended 1/04) 

• Standard of Practice 16-18 
REALTORS® shall not use information obtained from 
listing brokers through offers to cooperate made 
through multiple listing services or through other 
offers of cooperation to refer listing brokers’ clients to 
other brokers or to create buyer/tenant relationships 
with listing brokers’ clients, unless such use is 
authorized by listing brokers. (Amended 1/02) 

• Standard of Practice 16-19 
Signs giving notice of property for sale, rent, lease, 
or exchange shall not be placed on property without 
consent of the seller/landlord. (Amended 1/93) 

• Standard of Practice 16-20 
REALTORS®, prior to or after terminating their 
relationship with their current firm, shall not induce 
clients of their current firm to cancel exclusive 
contractual agreements between the client and that 



Introduction to Real Estate Auction 

92 National Association of REALTORS® 

firm. This does not preclude REALTORS® (principals) 
from establishing agreements with their associated 
licensees governing assignability of exclusive 
agreements. (Adopted 1/98) 
 
Article 17 
In the event of contractual disputes or specific non-
contractual disputes as defined in Standard of 
Practice 17-4 between REALTORS® (principals) 
associated with different firms, arising out of their 
relationship as REALTORS®, the REALTORS® shall 
submit the dispute to arbitration in accordance with 
the regulations of their Board or Boards rather than 
litigate the matter. 

In the event clients of REALTORS® wish to arbitrate 
contractual disputes arising out of real estate 
transactions, REALTORS® shall arbitrate those disputes 
in accordance with the regulations of their Board, 
provided the clients agree to be bound by the 
decision. 

The obligation to participate in arbitration 
contemplated by this Article includes the obligation of 
REALTORS® (principals) to cause their firms to arbitrate 
and be bound by any award. (Amended 1/01) 

• Standard of Practice 17-1 
The filing of litigation and refusal to withdraw from it 
by REALTORS® in an arbitrable matter constitutes a 
refusal to arbitrate. (Adopted 2/86) 

• Standard of Practice 17-2 
Article 17 does not require REALTORS® to arbitrate in 
those circumstances when all parties to the dispute 
advise the Board 
in writing that they choose not to arbitrate before the 
Board. (Amended 1/93) 

• Standard of Practice 17-3 
REALTORS®, when acting solely as principals in a real 
estate transaction, are not obligated to arbitrate 
disputes with other REALTORS® absent a specific 
written agreement to the contrary. (Adopted 1/96) 

• Standard of Practice 17-4 
Specific non-contractual disputes that are subject to 
arbitration pursuant to Article 17 are: 

1) Where a listing broker has compensated a 
cooperating broker and    another cooperating 
broker subsequently claims to be the procuring 
cause of the sale or lease. In such cases the 

complainant may name the first cooperating 
broker as respondent and arbitration may proceed 
without the listing broker being named as a 
respondent. When arbitration occurs between two 
(or more) cooperating brokers and where the 
listing broker is not a party, the amount in dispute 
and the amount of any potential resulting award is 
limited to the amount paid to the respondent by 
the listing broker and any amount credited or paid 
to a party to the transaction at the direction of the 
respondent. Alternatively, if the complaint is 
brought against the listing broker, the listing 
broker may name the first cooperating broker as a 
third-party respondent. In either instance the 
decision of the hearing panel as to procuring 
cause shall be conclusive with respect to all 
current or subsequent claims of the parties for 
compensation arising out of the underlying 
cooperative transaction. (Adopted 1/97, Amended 
1/07) 

2) Where a buyer or tenant representative is 
compensated by the seller or landlord, and not by 
the listing broker, and the listing broker, as a 
result, reduces the commission owed by the seller 
or landlord and, subsequent to such actions, 
another cooperating broker claims to be the 
procuring cause of sale or lease. In such cases 
the complainant may name the first cooperating 
broker as respondent and arbitration may proceed 
without the listing broker being named as a 
respondent. When arbitration occurs between two 
(or more) cooperating brokers and where the 
listing broker is not a party, the amount in dispute 
and the amount of any potential resulting award is 
limited to the amount paid to the respondent by 
the seller or landlord and any amount credited or 
paid to a party to the transaction at the    direction 
of the respondent. Alternatively, if the complaint is     
brought against the listing broker, the listing 
broker may name the first cooperating broker as a 
third-party respondent. In either instance the 
decision of the hearing panel as to procuring 
cause shall be conclusive with respect to all 
current or subsequent claims of the parties for 
compensation arising out of the underlying 
cooperative transaction. (Adopted 1/97, Amended 
1/07) 

3) Where a buyer or tenant representative is 
compensated by the buyer or tenant and, as a 
result, the listing broker reduces the commission 
owed by the seller or landlord and, subsequent to 
such actions, another cooperating broker claims 
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to be the procuring cause of sale or lease. In such 
cases the complainant may name the first 
cooperating broker as respondent and arbitration 
may proceed without the listing broker being 
named as a respondent. Alternatively, if the 
complaint is brought against the listing broker, the 
listing broker may name the first cooperating 
broker as a third-party respondent. In either 
instance the decision of the hearing panel as to 
procuring cause shall be conclusive with 
respect to all current or subsequent claims of the 
parties for compensation arising out of the 
underlying cooperative transaction. (Adopted 
1/97) 

4) Where two or more listing brokers claim 
entitlement to compensation pursuant to open 
listings with a seller or landlord who agrees to 
participate in arbitration (or who requests 
arbitration) and who agrees to be bound by the 
decision. In cases where one of the listing brokers 
has been compensated by the seller or landlord, 
the other listing broker, as complainant, may 
name the first listing broker as respondent and 
arbitration may proceed between the brokers. 
(Adopted 1/97) 

5) Where a buyer or tenant representative is 
compensated by the seller or landlord, and not by 
the listing broker, and the listing broker, as a 
result, reduces the commission owed by the seller 
or landlord and, subsequent to such actions, 
claims to be the procuring cause of sale or lease. 
In such cases arbitration shall be between the 
listing broker and the buyer or tenant 
representative and the amount in dispute is limited 
to the amount of the reduction of commission to 
which the listing broker agreed. (Adopted 1/05) 

 
• Standard of Practice 17-5 
The obligation to arbitrate established in Article 17 
includes disputes between REALTORS® (principals) in 
different states in instances where, absent an 
established inter-association arbitration agreement, 
the REALTOR® (principal) requesting arbitration 
agrees to submit to the jurisdiction of, travel to, 
participate in, and be bound by any resulting award 
rendered in arbitration conducted by the 
respondent(s) REALTOR®’s association, in instances 
where the respondent(s) REALTOR®’s association 
determines that an arbitrable issue exists. (Adopted 
1/07) 

 
The Code of Ethics was adopted in 1913. 
Amended at the Annual Convention in 1924, 1928, 

1950, 1951, 1952, 1955, 1956, 1961, 1962, 1974, 
1982, 1986, 1987, 1989, 1990, 1991, 1992, 1993, 
1994, 1995, 1996, 1997, 1998, 1999, 2000, 2001, 
2002, 2003, 2004, 2005, 2006 and 2007. 
 
Explanatory Notes 
The reader should be aware of the following policies 
which have been approved by the Board of Directors 
of the National Association: 
 
In filing a charge of an alleged violation of the Code of 
Ethics by a REALTOR®, the charge must read as an 
alleged violation of one or more Articles of the Code. 
Standards of Practice may be cited in support of the 
charge. 
 
The Standards of Practice serve to clarify the ethical 
obligations imposed by the various Articles and 
supplement, and do not substitute for, the Case 
Interpretations in Interpretations of the Code of Ethics. 
 
Modifications to existing Standards of Practice and 
additional new Standards of Practice are approved 
from time to time. Readers are cautioned to ensure 
that the most recent publications are utilized. 
 
© 2008, NATIONAL ASSOCIATION OF 
REALTORS®, All Rights Reserved 
Form No. 166-288 (12/07)
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 GLOSSARY OF COMMON AUCTION TERMS AND 
PHRASES 
• Absolute auction: a property is sold to the highest bidder with no 

minimum, no reserves. This type of auction presents the greatest 
opportunities for the buyer. 

• As is, where is: property is sold with all faults, as it is and where it is. 
You buy what you see and what you do not see. Full disclosure 
required by law. 

• Auction with reserve: Seller reserves the right to accept or reject 
bid. Sales “with reserve” are advertised or announced prior to auction 
or to bidding. 

• Auctioneer: A person the seller engages to direct, conduct, or be 
responsible for a sale by auction.  

• Bidder package: a package of information and instructions about the 
property to be sold at auction. Package is obtained by prospective 
bidders prior to auction day. 

• Bid: prospective buyer’s indication or offer of a price he or she will 
pay to purchase property at auction. Bids are usually in standard 
increments established by the auctioneer, such as $500, $1,000. 

• Buyer’s agent: a real estate agent who is employed by and 
represents only the buyer in a real estate transaction, regardless of 
whether the agent’s compensation is paid by the buyer or by the seller 
or through a commission split with the listing agent 

• Buyer’s premium: an additional charge, usually expressed in the 
form of a percentage of the high bid, to the purchaser of the property 
at auction. 

• Cooperating agent/broker: any agent who sells a property; the 
selling agent may be (1) the subagent or listing agent of the seller; (2) 
a buyer’s agent; or (3) a dual agent. Also called a selling or 
participating agent. 

• Earnest money: a small percentage of the listing price in the form of 
a cashier’s check or certified check that is presented by a bidder when 
he or she registers on auction day. The earnest money will be 
credited towards the purchase price. 

• Floor person, bid assistant, ring person: people on auction staff 
who “work the crowd” for bids during the auction 

• Hammer price: price established by the last bidder and 
acknowledged by the auctioneer before he or she “drops the 
hammer,” also known as the “knock-down price.” 

• Listing (co-broker) agent/broker: an agent or broker who markets 
the seller’s property and represents the seller during the sale and 
closing of the seller’s property. 

• Market value: the price a property brings on auction day 
• Minimum bid (auction without reserve): an auction with a base or 

minimum bid set by the seller, under which no bids are accepted. The 
property is sold absolute when the minimum bid is reached.  

• Multiple-listing service: an organized system created to disseminate 
information about listed properties and through which members offer 
cooperation and compensation to other participants; usually run by a 
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committee of a board of REALTORS® or a corporation owned by a 
board, although some MLS’s are privately owned. 

• OREO: other real estate owned properties acquired by financial 
institutions through foreclosure. These properties are often sold by 
auction to reduce carrying costs 

• Resolution Trust Corporation (RTC): Regional and consolidated 
offices of the RTC are business sources to be cultivated by real estate 
agents and brokers. 

• Real estate auction: an intense and accelerated real estate 
marketing process that involves public sale of property through 
competitive bidding. 

• Real estate broker auction participation: an arrangement whereby 
a licensee is not connected with the auction firm, but produces a 
buyer and shares the commission with the auction firm 

• Referring agent/broker: a real estate or broker who refers a seller to 
an auctioneer, then receives a referral fee established by that 
auctioneer 

 


