Real Estate 101 (To become a smart buyer read all topics)
The Real Estate Industry
Topic Objective:

1. Provide home buyers an awareness of the illugiathe industry
and why exclusive buyer brokers identities arevmaly known
by the masses.

Home buyers can not successfully purchase a homeuwithderstanding
how the industry works. The sad fact is, most tsiglen’t identify the illusions
they must deal with. When a buyer learns that meadtestate agents will tell
buyers what they want to hear instead of what #heyld be hearing that buyer
has reached a stage of awareness that most buyerseesler Real estate agents
are trained to be sales people. The process gi#intthe first phone call or meet-
ing at a house. The focus is always on the good featfitee house or what all the
agent will do for you. This focus keeps the buyer freeirsy any undesirable
features of the house. The agent's goal is to gdiuer interested and to quickly
obtain a contract on the home. It is amassing how dftese agent will inform the
buyer that there is another offer pending. OhJy2aDo you wonder why?

While the history of the industry is interesting, what yeed to know
are the illusions. Most states have real estate that are quite similar. Therefore,
this information will be general, applying to alltets, however minor differences
may exist. The National Association of Realtors BYAs heavily involved in the
creation of laws. This involvement comes about thrabgh leadership and funding
(NAR has 1,000,000 plus members who pay dues of approxind&@|900,000
annually.) Real estate associations at the Igtadewith NAR's funding lobby for
legislative changes which have a negative impact aroalumers.. Is this
involvement good for the home buying consumer? Definitot!

Every real estate broker and agent that wants acctss services of
multiple listing services must be a member of NAR #&it state association,
there are some exceptions brought aboutby cases. The millions of dollars
paid in dues gives NAR and state assongpower to control the industry.

The control benefit's the major realate brokers. Through out the country

laws have been created which put homedaya disadvantage. These laws are
driven by the desire of the brokers tatimth sides of the commissions (listing
and selling) the broker collects frora feller when a home is sold.

The history reveals that agents have always maykr bieel that
they (the agent) was working for the buyer. A studydcmted by the
American Consumer Federation in the late 70’s showed #eb of the
home buyers thought the agent helping them find a amsevorking for

them, when in fact they were legally lbtmwork only for the seller.

In the mid 80’s a few real estate brokers startedrggonly buyers. These
firms were known as exclusive buyer brokers. Theomajokers knew this concept would
be popular with home buyers and they began to push fsefdegn that would allow their firms
to offer buyer agent service on in-house sales (ghiden their firm list the home and also
secures the buyer for the property.) The legisiatieated what has been classified as a



“designated buyer agent.” With this change also camguéreenent that all agents must
provide a “Broker Disclosure Form “ to a consumer poagiving them any assistance or

taking any financial information from the consum&hese forms were designed by real

estate commissions and were to inform consumatshby have the option of using agents
that represented the seller or an agent that repeelstire buyer.. The major problems with
these changes were that the states would not inclutlesexecbuyer agency as a choice on the
disclosure. Thus there was the illusion that desigriatgelr agency was created to benefit the
buyer. In fact it was a legal maneuver to allowrttegor brokers to continue collecting both

the listing and selling commissions, with their agasthiming to be carrying out the duties of a
buyer agent. When buyers are questioned about theesegueived from these agents, we learn
that the agents are still carrying out the selling teghes they learned as agents working for the
seller. The only enforcement of these regulatisnvehat appears in document audits by state
auditors.

Exclusive Buyer Brokers promote that they serve bolers. To overcome this
market advantage, the traditional brokers attempt talatmexclusive buyer agency by using
a state or association designed “Exclusive Buyer Aggreeinent” form. A review of many
state forms and their Regulations reveal that ttrasi@ional brokers and their agents are
fraudulently claiming to be exclusive buyer agents. lsiee buyer agents are associated
with brokers that do not list homes for sale. Thea®&ina Supreme Court has ruled against
the Oklahoma Real Estate Commission in a case whei@admmission was claiming that an
exclusive buyer broker was fraudulently advertising thewise, these were services that the
major power brokers could not provide. The Judge atdedsthat an exclusive buyer agent could
provide a higher level of service than a designated butaa dual agent or a transaction
broker. In addition the Federal Department of Housinguxbdn /development in their brochure
“ABC’s of Home Buying” recommend that buyers securdusiee buyer agents for service when
purchasing a home.

While the two problems of lack of enforcement ofkderage disclosure and fraudulent
exclusive buyer representation keeps many consumerséeking services from true exclusive
buyer brokers, there are other practices of the tngdtisat create lllusions. Another control by
NAR was the purchase of a business that was providiyey lagency training. While NAR has
certified over 50,000 buyer agents, almost all these agemtsssociated with brokers that list
homes for sale. This training has not taught agentsdasifectively help buyers find defects or
negative aspects of a home, buy the right home, s&ldileconcerns when preparing a contract,
refer the right home inspector, be available éawproblem identified by the inspector, and
assist the buyer with shopping for and evaluatingnachiman. What the training does teach the
agents is how to avoid liability problems for themesland their brokers. Therefore, you should
be aware that hiring a certified buyer agent is naissurance that you will receive the type of
service that an exclusive buyer agent could provide.

One would think that NAR would not have any influendth the state real estate
commissions. That is not the case, When you lamthe real estate commissions are you will
know they have influenced the Governors . In Missdutha commissions except one must be
real estate brokers and the other member isflresentative of the consumers. However, this
member in Missouri is an attorney who just happenspiesent several real estate firms. As a
result of this commission make up, exclusive buyer beokave not been able to get any
proposals accepted. You are quite safe to assume thttalleal estate commissioners are going
to protect the brokers more often than protect tinswmers. Because of the power of NAR you
can also expect that these conditions are not goicuginoge.

Self Evaluation on The Real Estate industry

1.

NAR’s control of the industry affects home lnsyley:



protecting agents and brokers liability

creating legislation that allows listing

agents to serve as designated buyer agents.

c. preventing exclusive buyer agency as an
option on the Broker Disclosure.

d. all the above.

oo

2. A designated buyer agent can provide buyercggemvice:

a. equal to that of an exclusive buyer agent.
b. asalevel not equal to an exclusive lagent.

3. As a practice one can assume that resibasimmissions:
a. protect real estate brokers rathardbasumers.
b. protect only consumers.

ANSWERS: 1. Alltheabove 2. b 3. a



