MARYLAND REAL ESTATE COMMISSION

500 North Calvert Street

Baltimore, MD 21202

Mission: Protecting the health, safety, and welfare of the public 

through examination, licensing, and regulatory activities regarding real estate

BUSINESS MEETING MINUTES

NOVEMBER 28, 2012, 10:30 a.m.

Highlights from the meeting:

Current license count 38,243
GF balance $1,801,499.52
Meeting dates change in 2013

Proposed changes to 09.11.01.11 published

Loleas retires

Foreclosed Property Registry explained

Delaware CE proposal rejected

Agents & HOA/Condo docs

Agents & commissions

PRESENT:


Commissioner J. Nicholas D’Ambrosia, Chair (Industry)


Commissioner Anne S. Cooke, Vice Chair (Industry)


Commissioner Marla S. Johnson (Industry)


Commissioner Robin L. Pirtle (Consumer)
Commissioner Nancy R. Simpers (Industry)


Commissioner Georgiana S. Tyler (Industry)


Elizabeth Trimble, AAG, Counsel


Katherine F. Connelly, Executive Director


J. Steven Long, Assistant Executive Director


Janet Morgan, Outreach Coordinator


Patricia Hannon, Education Administrator, Session Recorder 

ABSENT:

Commissioner Jeff Thaler (Consumer)

Commissioner Colette P. Youngblood (Consumer)

PUBLIC IN ATTENDANCE:


Mark Feinroth, MAR


Bob Johnston, AACAR


CALL TO ORDER:


J. Nicholas D’Ambrosia, Chair, called the meeting to order at 10:30 a.m.

APPROVAL OF MINUTES:


Motion (made by Nancy R. Simpers, seconded by Marla S. Johnson) To approve the minutes of the October 17, 2012 business meeting.  Unanimous approval.

REPORT OF COMPLAINTS/ADMINISTRATIVE DISMISSALS:


After review,  Motion (made by Nancy R. Simpers, seconded by Anne S. Cooke) To approve the Administrative Dismissals for the month of  November 2012.  Motion carried.

COMMITTEE REPORTS:

1. Education – The education report was read by Vice Chair Anne S. Cooke.  For the month of October 2012, PSI administered 388 salesperson and 32 broker exams, compared to 364 sales and 25 broker exams in October 2011.
2. Legislative – Marla S. Johnson, Legislative Chair reported that she and Anne S. Cooke will resume meeting with the task force of property managers to prepare for legislation in 2014.   A bill to license managers of common interest communities will be re-entered in the 2013 legislative session.    
COMMENTS FROM EXECUTIVE DIRECTOR:  Katherine F. Connelly
1. Current license count totals 38,243, of which 4,505 are brokers, 2,978 are associate brokers, 29,993 salespersons, 558 branch offices, 2 time share developers, 71 reciprocal brokers, 16 reciprocal associate brokers, and 120 reciprocal salespersons.  Of the total count, 2,772 are inactive.  Time share developers are registered, not licensed, and will not be included in future reports.

2. The Guaranty Fund balance as of October 31, 2012 was $1,801,499.52 and a claim paid out during the month totaled $8,045.00.
3. Correction to the business meeting dates in 2013 – the May meeting is on May 29, 2013, the fifth Wednesday.  The September meeting is September 24, 2013, the fourth Tuesday; all other meetings will be the third Wednesday of the month.  A reminder of the dates will be mailed to all Commissioners in December.
4. Parking permits will be mailed to Commissioners in December.

5. There is no business meeting in December

6. Ms. Connelly and Ms. Cooke will attend the ARELLO leadership symposium in San Diego, CA from January 13-16, 2013 and will not attend the January 16, 2013 business meeting.
7. Commissioner Robin Pirtle was re-appointed by Governor O’Malley to a 4-year term.
8. The proposed regulation to amend COMAR 09.11.01.11 (pre-licensing salesperson education) was published in the November 16, 2012 issued of the Maryland Register.  Comments will be accepted through December 17, 2012, and final action on the proposal will be taken at the January 16, 2013 business meeting.  Maryland providers of real estate pre-licensing salesperson education were notified.

9. The 2012 Sunset bill changed various sections of real estate law.  Some companion sections were not included, so these missing sections will be corrected in a 2013 routine “cleanup bill.”

10. Harry Loleas is retiring December 31, 2012 after 25 years of service to the Division of Occupational & Professional Licensing, most recently as Commissioner, and before that as Deputy Commissioner.   Commissioners are invited to his retirement party tomorrow at 12:30 p.m. in the second floor conference room.
11. Commissioners were given samples of final orders to show the work and finished product of the AAG after a decision by Commissioners.
UNFINISHED BUSINESS:

1. Internet-Based Foreclosed Property Registry - Effective October 1, 2012, every residential property purchased at a foreclosure sale must be registered with the State of Maryland. The question asked last month was who is responsible to complete the registration form.  The answer is the purchaser of the foreclosed property, either the person or the bank.  The auctioneer would give the buyer the instructions to register.  The buyer does so within 30 days of purchase and again within 30 days of the recording of the deed to prove ownership.  There is a late fee for failure to record promptly. The purpose of the registry is to alert the county to the party responsible for the condition of the property
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 (grass, snow, etc.) to repay costs incurred by county government.  The state agency responsible for the registry is the Division of Financial Regulation www.dllr.state.md.us/finance/.  A buyer’s agent may be involved in the registry only by request of the buyer.   An article will be included in the upcoming newsletter.
2. Pre-approval letters required of buyers by each REO – Some banks accept a pre-approval letter only from its own mortgage company.  Another bank for its REO property wants a pre-approval letter from a different lender.  Multiple credit checks may reduce a buyer’s credit score and hinder purchases. Counsel contacted staff of the federal Consumer Financial Protection Bureau.  This federal agency is not aware of abuse and advises the practice is not illegal as long as the seller has a permissible purpose to request it.  
3. Draft regulation to require title insurance bill of rights – Counsel advised that the language in the law requires the Title Insurance Bill of Rights to be given to the potential purchaser at the time of the good faith estimate.  Since the good faith estimate is from the mortgage lender, Commissioners agreed that, to have an impact to protect the consumer, the mortgage lender is the licensee responsible to give the consumer notice before the GFE.  Commissioners decided to postpone further discussion of a regulation until Ms. Connelly has informed the Maryland Insurance Administration and DLLR’s Division of Financial Regulation.  This item will return on the January 16, 2013 agenda.
4. Delaware REC’s proposal to waive continuing education – The Education Committee considered Delaware’s specific proposal for waiver of continuing education hours and decided against pursuing a policy or agreement with other states.   Motion (made by Robin L. Pirtle, seconded by Georgiana S. Tyler) To maintain status quo and follow MD REC’s current requirements and policies for licensees from other states.  Unanimous approval.  Ms. Connelly will inform Mr. Harrington of the Commission’s decision. 
5. Agent responsibilities with HOA/Condo documents – HOA/Condo documents are material to the transaction, and real estate licensees have responsibilities for material facts.  Those responsibilities include informing the client, following up, protecting the client, etc. whether or not the licensee is actually involved in the delivery of the documents.  Counsel indicated that if a property is a short sale or foreclosure that this information is a material fact and needs to be disclosed.
NEW BUSINESS:

1. Commissioners discussed the importance of applicants for the broker exam having both a current broker pre-licensing course and current experience. Counsel will prepare a draft of proposed regulations for discussion at the January 16, 2013 business meeting. 
2. A caller alleges that real estate licensees tell consumers that two title companies are needed on a single transaction so there is a “double” review, and the consumer is charged for both.  Assistant Director Long and Chairman D’Ambrosia  could find no support for the caller’s comment.  Allegations can be addressed only if callers are able and willing to provide details.

3. The following scenarios were discussed at Chairman D’Ambrosia’s request.

· A broker from a country outside the United States refers a consumer to a Maryland broker.  May the Maryland broker pay a referral fee to the broker in that foreign country?   Yes, provided the Maryland broker has documentation assuring that the individual is indeed licensed in the foreign country.

· Agents are paid commission only from their affiliated broker.

· Commissions are not paid to unlicensed individuals.

· A broker pays commission to an affiliated agent.  The agent may send a gift of cash or item to the client the agent represented.

· May a broker pay a commission to an LLC?  Yes, the broker can pay the commission to the LLC.  The LLC then disburses and provides 1099 forms to the LLC members. 
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· A broker pays a commission to the affiliated agent.  However, the agent had engaged a second agent from another brokerage to assist in providing services on the transaction and promised compensation to the second agent.   Who pays whom?  The agent must tell the broker to pay part of the commission to the second agent’s broker, who will then pay the second agent.  Agents do not pay other agents directly; money flows through the broker named on an agent’s license.
· A seller and agent agree that the agent will bulk-up a commission, and after settlement will return a portion to the seller, keeping the true lower commission.  To accomplish this arrangement, both the seller and licensee must misrepresent to HUD,  the REO, or the lender.  This collusion constitutes dishonest, fraudulent, and improper dealings.

· Two agents are affiliated with the same broker.  Agent 1 owes the broker a debt.  Agent 1 has a client but knows that resulting commission will be taken by the broker to repay the debt.  So Agent 1 arranges with Agent 2 to assist the client and Agent 2 gets the commission.  The agreed referral portion is paid directly to Agent 1, bypassing the broker by Agent 2.    This is a violation because a licensee cannot pay a commission or referral fee directly to any licensee.
ADJOURNMENT:


There being no further business, the meeting adjourned at 12:10.   The next monthly business meeting is Wednesday, January 16, 2013.  There is no meeting in December.

APPROVED AS PRESENTED ____________________________________________________







J. Nicholas D’Ambrosia, Chairperson
APPROVED AS AMENDED ______________________________________________________







J. Nicholas D’Ambrosia, Chairperson
Page 4 of 4   11-28-12

