
 

         

The Real Estate Licenseeé  

Honest, Truthful, and of Good Character 
As I interact with Arizona real estate salesperson and broker licensees, both ñold-timersò and ñnew     

licenseesò, whether residential, commercial or property managers, there is a common topic of                          

conversation that is brought up.  That they are proud as a licensee to be affiliated with a profession that 

requires the individual to prove when applying for a real estate license, and maintain during the             

entire period that the licensee is a person of honesty, truthfulness, and good character. 

The purpose of the Arizona Department of Real Estate (ADRE), as stated in the Arizona Revised Statute 

(A.R.S.) 32-2101, is ñto protect the public interest through licensure and regulation of the real estate   

profession in this stateò. Real Estate licensees operate under a fiduciary obligation, and must act in the 

best interest of a client, and treat all parties fairly in a real estate transaction. 

In approving a potential real estate license applicant, or reviewing the actions of an existing licensee, the 

real estate Commissioner must review the documents, and/or information presented, to determine a    

personôs moral character. I as the Commissioner, take this mandate very seriously.  The required proof 

must allow for a determination, always with due regard to the interests of the public, as to the honesty, 

truthfulness, good character and potential competency of the individual.  Under A.R.S. 32-2153, the 

Commissioner may deny, or suspend a license for any one of 37 grounds listed, including ñnot shown 

that the holder or applicant is a person of honesty truthfulness, and good character.  As has been stated 

by many very competent judges in many ADRE Hearing decisions, ñonce good character is shown to be 

absent, it is not automatically regained by the mere passage of time, or simply indicating that the past is 

the pastò. 

One might ask, ñwhy should these characteristics be required of every real estate licensee?ò.  In answer, 

we must consider just a few aspects of real estate licensingé  

¶ The real estate profession is an occupation that requires trust, as well as honesty, and it imposes a 

fiduciary duty on the licensee for his or clients;  

¶ The law allow license holders to represent clients in one of the largest financial investments many      

consumers will make in their lifetime;   

¶ The Licensee is provided access to a clientôs financial and personally identifiable information,       

including bank account and social security numbers;       

¶ Most License holders have the ability to enter many properties with, or without, the presence of     

clients or customers;         

¶ The licensee has the trust of clients and customers to drive such persons in their personal vehicles to 

view properties.  

For these reasons, the ADRE carefully reviews the details of the Disciplinary Action Disclosure Form, 

(LI-214), applying diligence in investigating the facts pertaining to any and all disclosures, to help      

ensure the appropriate protection of consumers.  

ADRE thanks the Arizona real estate professionals for our precious partnership of ñProtecting the public 

interest in all real estate activities here in Arizonaé it is the Arizona Way! !!  
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All real estate licensees play an intricate and important role in the success of Arizona. ADRE is pleased 

to share metrics - which represent an overall increase of practitioners in the profession. The ADRE            

celebrates a ñHappy New Yearò two times each year. One for the calendar year on January 1st, and         

another for the Arizona state government fiscal year that begins on July 1st. During the month of July 

each year, the ADRE compiles and reviews statistics from the immediate past fiscal year to compare to 

prior years. As of July 1, 2020, the number of Real Estate licensees totaled 88,616, a 0.7% percent      

increase from the same month last year. ADRE is very thankful for the Online service platforms                        

available to real estate professionals, especially during this time. Over 90 percent of original license      

applications, and 99 percent of renewal applications are submitted online through www.azre.gov.   

 

 

Real Estate Bulletin                                                                  Page 2                                                Volume 2020  Ț  Issue 1 

ADRE by the Numbers 

http://www.azre.gov


Judy Lowe 

Commissioner 
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ADRE has developed and implemented the                

ability for Branch Manager changes to now be 

made online. A completed LI-204 is still                     

required. Click here to access the form on the  

Licensing Forms page, and click here to initiate 

the change. 

  

The new Branch Manager needs to be employed 

at the Branch Office where the change is being 

made. If the new Branch Manager is working at a 

different office, first use the Sever/Transfer     

Employees function to transfer them. If the new 

Branch Manager is not employed at any office 

they need to use the Change Employer function 

to request hire to the Branch Office where they 

will become the Branch Manager. 

  

Employees being given Full Authority need to be 

a Broker, have taken the Broker Management 

Clinic courses within the past 23 months, and 

have entered them into the Online License                 

System as part of their continuing education. 

A completed LI-204 is required. Click here for 

the Licensing Forms page. 

Branch Manager Changes can 

now be made Online!  

Contact ADRE on the Message 

Center  

The Arizona Department of Real Estate is        

committed to serving you... our customer. Thank 

you for submitting your applications and inquiries 

to ADRE through the Online Message Center, and 

follow us on Twitter (@AZDeptRE) for news and 

updates. Thank you for your patience and                  

understanding while ADRE staff works                        

expeditiously to process your requests.  

ADRE is Open For Business 

The Arizona Department of Real Estate        
remains open for business. The building is 
open by appointment only at this time. 

Please submit your questions, applications, or 
complaints online through the ADRE Message 
Center. When visiting or communicating with 
the ADRE TEAM, everyone should have a 
pleasant  experience.  

Each of us will do as much as we can to  assist 
anyone who has an issue, or questioné please 
remember to treat us politely. We are                          
committed to processing all requests and   
serving you... our customer.  

https://www.azre.gov/Lic/LicForms.aspx
https://ptl.az.gov/app/dre/
https://www.azre.gov/Lic/LicForms.aspx
https://azre.gov/message-center
https://twitter.com/AZDeptRE
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Welcome to the New ADRE Website 

 

The Arizona Department of Real Estate has worked hard over the past several 

months to refresh and update the ADRE website, www.azre.gov. The updated   

website is mobile friendly and designed to improve the customer experience.  

 

The majority of services, such as renewing a real estate license, applying for an 

original license, applying for an original license, transferring a license, and        

filing a complaint can still be completed online through the Online License             

System, or Online Message Center, linked under ñContactò on the top line of 

the website. ADRE hopes that you find the refreshed website to your                           

satisfaction.  

 

PLANNING A COMPANY EVENT? To stay up-to-date with whatôs 

happening in real estate, and to hear ñWhatôs Making the Phone Ring 

at ADRE?ò, invite Commissioner Lowe to speak to your group. For 

scheduling a potential date, complete the Commissioner Scheduling    

Request form on www.azre.gov under the ñContactò button. 

Subscribe to Late Breaking News  

Keep Email Addresses Current  

ADRE sends 30, 60, 90 day license renewal reminder 

emails to Designated Brokers and licenseesô email address. 

Please ensure your email address is up to date with ADRE. 

Visit the ADRE Online License System to update an email 

address, click here.  

http://www.azre.gov
http://www.azre.gov
https://ptl.az.gov/app/dre/
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COMMISSIONERôS CONNECTIONS  

 

Follow ADRE on Twitter 

to receive updates, notices 

and other relevant 

information.  Click Here 

https://twitter.com/AZdeptRE
https://twitter.com/AZdeptRE


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Department of Real Estate invites you to use the newly updated Online License 

System for your next license renewal. The new system is enhanced to work better on 

mobile devices, provides a foundation for future enhanced features, and made platform 

and security updates.  

¶ Click here to view the Online License System and log into your personal page. 

¶ Look to the middle section of the page under "What's New" to find the link to the 

newly updated system. 

¶ Take a look at the screen shots below that direct you to your personal page. 
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COMMISSIONERôS CONNECTIONS  

 

View monthly licensing 

and education stats on the 

ADRE website, click here 

Follow ADRE on Twitter 

to receive updates, 

notices and other 

relevant information.  

Updated ADRE Online License System! 

https://ptl.az.gov/app/dre/
https://azre.gov/stats/stats.aspx
https://twitter.com/AZdeptRE


ADRE CALENDAR OF EVENTS 
 

The next Real Estate Advisory Board Meetings will be held on  

October 21, 2020 at ADRE or by Virtual Meeting             

10 a.m. - 12 noon  

 Arizona Department of Real Estate 

100 North 15th Avenue, Suite 201 

           Phoenix, AZ  85007 

 

All members of the public are welcome to attend 

ADVISORY BOARD MEETING 

The ADRE will be closed on the following holidays: 

Labor Day - Monday September 7, 2020 

Columbus Day - Monday October 12, 2020 

Thanksgiving - November 26, 2020  

EDUCATION ADVISORY COMMITTEE 

The next Education Advisory Committee will be held on September 9, 2020  

in the Commissionerôs Training Room or by Virtual Meeting 10 a.m. - 12 noon  

Arizona Department of Real Estate 

100 North 15th Avenue, Suite 201 

 Phoenix, AZ  85007 

 

All members of the public are welcome to attend 
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DEVELOPMENT SERVICES LUNCH & LEARN  

The next Lunch & Learn meeting will be held on October 22, 2020 at ADRE  

or by Virtual Meeting from 11:30 - 1:00pm  

Arizona Department of Real Estate  

100 N. 15th Ave. 

Phoenix, AZ 85007  

 

Pre-register with ADRE by emailing ahansen@azre.gov 

REAL ESTATE PARTNERS MEETING 

The next Real Estate Partners meeting will be held on August 27, 2020 in the third 

floor conference room or by Virtual Meeting from 10 a.m. - 12 noon   

Arizona Department of Real Estate  

100 N. 15th Ave. 

Phoenix, AZ 85007  

 

Pre-register with ADRE by emailing ahansen@azre.gov 

http://www.azre.gov/Contacts/EmailAdre.aspx
http://www.azre.gov/Contacts/EmailAdre.aspx


 

HOA Petition Process Update 

 Apr May June FY2020 

YTD 

# of Petitions Filed 3 7 2 65 

# of Petitions Closed 5 4 6 74 

# of Decisions Issued 1 4 4 67 

# Petitioner Prevailed 0 1 0 8 

# Respondent Prevailed 1 1 1 31 

# Settled after Hearing Scheduled 0 2 1 11 

# Withdrawn Prior to Referral 0 0 2 17 

# Denied 0 0 0 0 

In 2016, the Arizona Legislature passed legislation moving the Homeowners Association (HOA) Dispute 

Process to the Arizona Department of Real Estate (ADRE)  Link to Legislation. The  Arizona  Office of   

Administrative Hearings (OAH) will accept all cases as referred by the  ADRE  and schedule a   Hearing     

Date before an Administrative Law Judge (ALJ). 

 
The chart shown provides information relating to the HOA Dispute Process for Fiscal Year 2020, Fourth 
Quarter (April - June 2020). 
 
Further information on the HOA Dispute Process can be reviewed on the ADRE website, www.azre.gov. 
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http://www.azre.gov
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While some real estate license laws specifically 

address real estate teams, those that do not usually 

contain other provisions that address the public 

protection issues involved. For example, the Arizona 

Department of Real Estate (ADRE) recently issued 

Substantive Policy Statement No. 2020.01* 

ñRequirements for Teamsò to inform the regulated real 

estate industry of the relevant applicable license law 

statutes and rules that impact the practice.  

Since a real estate ñteamò is not defined by Arizonaôs 

license laws, the ADRE refers to the term, for the 

purposes of the policy statement, as ñan established 

business relationship of more than one Arizona real 

estate licensee, all of whom must be licensed with the 

same Arizona licensed real estate brokerage.ò The 

policy statement then points to the license law 

provisions that apply, which are condensed below.  

Supervision: Arizona employing and designated 

brokers are required to exercise reasonable supervision 

and control over the activities of associated licensees 

and others in the brokerôs employ. Those duties 

include establishing and enforcing written policy 

manuals addressing matters such as transaction 

management and review, contracts and disclosure 

forms, handling trust funds, and many others [See, 

Arizona Administrative Code (A.A.C.) R4- 28-1103]. 

The ADRE strongly encourages employing brokers to 

address real estate teams in their manuals and include 

issues such as team formation and dissolution, 

compensation agreements, conflicts and disputes, use 

of unlicensed assistants, changes in license status, and 

team names. Additional suggestions for team 

provisions are available through the ADREôs Model 

Brokerôs Policy and Procedure Manual, which 

provides a starting point for compliance with the 

written policy manual requirement.  

Team Activity: The ADRE emphasizes that all team 

members practicing real estate in Arizona must be 

licensed, and that all members are subject to the 

employing brokerôs supervision and control. The 

Substantive Policy Statement also acknowledges that 

team members may employ unlicensed assistants for 

certain limited activities not requiring a license, but 

warns that unlicensed real estate activity is a felony 

offense in Arizona. The ADRE has also issued 

Substantive Policy Statement 2017.01 regarding the 

use of unlicensed assistants.  

Advertising: The policy statement clarifies that 

Arizonaôs many real estate advertising statutes and 

rules that apply to individual licensees also apply to 

real estate teams. For example, all advertising must 

clearly and prominently display the legal name of the 

employing broker or licensed D/B/A and be clear that 

the team is not an independent entity. And, all 

licensees must disclose their licensed status when 

selling, leasing, or exchanging their own property, and 

their status as the owner by placing the words óowner/

agentô in any advertisement [A.A.C. R4-28-502]. 

Branch Office and Signage: Arizonaôs real estate 

license laws prohibit the use of team names on branch 

office signage, which must conform to the provisions 

of the principal office and include only the licensed 

name of the brokerage. Branch offices must also have 

a clearly visible sign at their entrances with the name 

of the employing broker or D/B/A, the name of the 

designated broker, and the designation ñBranch 

Officeò [Arizona Revised Statutes (A.R.S.) ÄÄ32-2126, 

2127].  

Compensation: As in many other jurisdictions, Arizona 

real estate licensees may accept employment and 

compensation only from the licensed broker ñto whom 

the licensee is licensed.ò The Substantive Policy 

Statement makes it clear that a broker ñcannot pay a 

team leader, PC, or PLLC, and have the team leader 

distribute payment to licensed individuals, unless the 

licensed persons are an employee, officer or partner of 

the corporate entity.ò And, unlicensed persons cannot 

be compensated based on the ultimate sale or closing 

of a property.  

The more detailed Substantive Policy Statement may 

be accessed through the link provided above.  

 

 

 

 

Arizona Policy Statement Points to License Laws Impacting Teams 
Excerpted from the Arello Boundaries Magazine 

https://azre.gov/sites/default/files/LawBook/Documents/SPS_Documents/SPS2020.01_Requirements_For_Teams.pdf
https://apps.azsos.gov/public_services/Title_04/4-28.pdf
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In light of the continuing popularity of the real estate 

team business model, some regulators have developed 

statutes and/or rules addressing the license law 

implications of the practice. One of the more recent 

examples is a new team/advertising rule promulgated 

by the Kansas Real Estate Commission (KREC) that 

clarifies the advertising requirements for affiliated 

licensees of a supervising broker and enables the 

public to know what company they are dealing with 

when engaging in real estate transactions. The Kansas 

Real Estate Brokersô and Salespersonsô License Act 

contains extensive advertising provisions which, 

among others, prohibit confusing, misleading, or 

inaccurate advertising; require prominent and 

conspicuous inclusion of the supervising brokerôs trade 

or business name, and inclusion of any other 

information considered necessary by the supervising 

broker; and mandate supervision of advertising by a 

supervising or branch broker. The statutes also allow 

the use of ña name or team name which cannot be 

construed as a supervising brokerôs trade name or 

business nameò [Kansas Statutes Annotated (K.S.A.) 

ÄÄ58- 3086 et seq., 58-3086(d)(2)].  

ñThe clarity in the advertising requirements 

and the protection of the public éoutweigh the 

costs a licensee could incuré.ò-KREC  

The Commissionôs new Rule 86-3-7, which will take 

effect on July 1, 2020, complements those statutes by 

defining ñadvertisementò and ñadvertisingò to mean 

ñcommunication in any form of media between a 

licensee or other entity acting on behalf of one or more 

licensees and consumers or the public, for any purpose 

related to licensed real estate activity. These terms 

shall include business cards, signs, insignias, 

letterheads, telephone or electronic mail, radio, 

television, newspaper and magazine advertisements, 

internet advertising, web sites, social media or social 

networking, display or group advertisements in 

telephone directories, and billboards.ò Under the new 

rule, no employed or associated salespersons or 

associate broker may include in an advertisement a 

name or team name that:  

¶ Uses the term ñrealty,ò ñbrokerage,ò ñcompany,ò 

or any other term that can be construed as a real 

estate company separate from the supervising 

brokerôs company;  

¶ Is more than two times larger in font size than the 

font size of the supervising brokerôs trade name or 

business name; or  

¶ Is not adjacent to the supervising brokerôs trade 

name or business name in any internet, web site, 

social media, or social networking advertisement.  

The rule also provides that ñThe context of an 

advertisement may be considered by the commission 

when determining whether the employed or associated 

salesperson or associate broker committed a violation 

é.ò of those conditions. The KRECôs statutorily 

required ñEconomic Impact Statementò issued in 

connection with new rule 86-3-7 states that, while it 

clarifies current advertising requirements and enhances 

the publicôs understanding of the broker or company 

with whom they are dealing, it also ñlimit[s] some 

advertising currently being promoted by licensees.ò 

However, the KREC also notes, ñIn discussions with 

industry, it appears the major change that would 

require resources is the requirement for the licenseeôs 

name or team name to be adjacent to the brokerage 

name. Since this only applies to digital advertisements 

the costs are not as significant.ò The Commission also 

concluded, ñThe clarity in the advertising requirements 

and the protection of the public in knowing what 

company they are transacting real estate with outweigh 

costs a licensee could incur in modifying their 

advertisements.  

A recent edition of the KRECôs Commission News 

explains the new rules, reminds licenses that the 

existing statutory advertising provisions have not 

changed, and includes graphic examples of compliant 

advertisements. The Commission has also posted a 

short explanatory video addressing the rules and 

statutes.   

 

 

Kansas Adds New Real Estate Teams/Advertising Rule 
Excerpted from the Arello Boundaries Magazine 
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A Tennessee Appellate Court recently took a close look at 

the stateôs property disclosure and real estate licensing 

laws to determine the question of whether a licensee has a 

duty to advise his or her clients/sellers to disclose known 

material defects that are not specifically listed on the 

stateôs statutory residential property condition disclosure 

form.  

The case involved a home that was of log construction, but 

was covered by vinyl siding when the sellers purchased it 

in 1999. The sellers finished the interior with sheet rock 

and, as a result, ñthe house no longer looked like a log 

home.ò In 2005, the sellers listed the property with a 

licensed real estate agent. They informed the real estate 

agent that they had made improvements to the house and, 

according to the appellate decision, ñeventually explainedò 

that it was actually of log construction covered with 

exterior vinyl siding and that they had installed sheet rock 

within the house. The sellers completed the property 

condition disclosure form provided by the Tennessee 

Residential Property Disclosures Act [Tennessee Code 

Annotated (T.C.A.) Ä66-5-201, et seq.]. The disclosure 

form did not contain a specific question with respect to the 

type of construction of the home, nor did the sellers 

disclose that they installed the interior sheet rock. After 

the transaction closed, the buyers discovered the log 

construction and that up to sixty percent of the logs were 

damaged or rotting; with an estimated repair cost of about 

$125,000. During the subsequent litigation, the buyers 

admitted that neither the sellers nor the real estate agent 

were aware of any rot or moisture problems with the 

wooden logs before the purchase transaction. 

 

Under the Disclosures Act, sellers can elect* to provide 

buyers with the statutory disclosure form that addresses a 

variety of specified property conditions ñincluding any 

material defects known to the ownerò [T.C.A. Ä66-5-202]. 

Real estate licensees are required to inform represented 

owners/sellers of their disclosure ñrights and obligations,ò 

and to disclose ñadverse factsò of which licensees have 

actual knowledge or notice. Licensees who fulfill those 

duties and have not engaged in intentional 

misrepresentation or fraud are immunized from Disclosure 

Act liability [T.C.A. Ä66-5-206]. Tennesseeôs real estate 

license laws also require licensees to disclose known 

adverse facts to each transaction party [T.C.A. 62-13-403]. 

In 2006, the buyers sued the sellers and the real estate 

agent on various grounds. The trial court granted summary 

judgment in favor of the agent, which ruling was appealed. 

The Court of Appeals of Tennessee affirmed the decision, 

holding that under the Disclosure Act the ñadverse factsò 

that licensees must disclose are limited to conditions that 

would generally be recognized by competent licensees to 

ñsignificantly reduce the structural integrity of 

improvementsò or present a ñsignificant health riskò to 

occupants [T.C.A. Ä66-5-206]. The appellate court agreed 

with the trial court that the mere fact that the home was 

constructed from logs was not an ñadverse factò that the 

licensee was required to disclose. The buyerôs lawsuit 

against the sellers was ñeventually voluntarily non-suited.  

 

However, in a separate 2009 lawsuit, the sellers sued the 

real estate agent alleging breach of the Disclosure Act 

duty to advise the sellers of their obligation to disclose the 

homeôs log construction; essentially seeking recovery of 

their costs of defending against the buyerôs earlier lawsuit. 

The trial court held that the licenseeôs duty extended only 

to advising the seller to disclose conditions specifically 

listed on the statutory disclosure form, which did not 

mention construction type. The trial court thus ruled that 

the agent complied with the Disclosure Act and was 

immune from liability to any party. 

 

 The Court of Appeals affirmed the trial ruling, but for 

different reasons. The court held that the Disclosure Act 

requires sellers to disclose known ñmaterial defectsò in 

addition to those conditions specifically listed on the 

statutory disclosure form, and that a real estate licensee 

has a duty to advise his or her client/seller of that 

obligation. However, the appellate court also determined 

that there was no proof that the log construction of the 

home, in and of itself, was a ñmaterial defect.ò Therefore, 

there was no proof that the agent had a duty to advise the 

sellers to disclose that condition; nor was the log 

construction an ñadverse factò that the real estate agent 

had a duty to disclose. Therefore, the court ordered entry 

of final judgment in favor of the real estate agent.  

 

[2020 Tenn. App. LEXIS 156 (Apr. 14, 2020). 

*Alternately, if a buyer waives the disclosure requirement, 

the seller can provide a disclaimer of all property 

condition representations or warranties and stating that the 

purchaser will receive the real property ñAs Is.ò Note: The 

factual and other matters recited or summarized herein are 

derived from the court decision, which also addresses 

other issues.]  

Tennessee Court: Disclosure Duties Reach Beyond  

Statutorily Listed Property Conditions  
 Excerpted from the ARELLO Boundaries Magazine  
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One of the most distinct and advantageous features of real 

estate is that it is an improvable asset. Owners of real 

property can have a direct effect on a propertyôs value, 

whether by performing large scale renovations or small 

cosmetic upgrades. For this reason, fixing and flipping 

houses is a prevalent investment strategy, offering 

investors the potential of realizing significant profits over 

a short period of time. Many REALTORSÈ are attracted 

to fix and flip opportunities. As real estate professionals,           

REALTORSÈ often have an in-depth knowledge of the 

local real estate market, enabling them to make            

well-informed investment decisions. While REALTORSÈ 

are free to personally buy, improve, and sell properties for 

profit, in so doing they must be certain to comply with 

their legal and ethical obligations. The Use of Licensed 

Contractors REALTORSÈ should be mindful of the fact 

that there are statutory requirements in place that apply 

when an owner attempts to sell their own property after                       

improving it. A.R.S. Ä 32-1121(A) (5) allows an owner of 

real property, with their own employees or with duly 

licensed contractors, to build or improve the property 

themselves without being licensed with the Arizona 

Registrar of Contractors. However, this applies only if the 

property is not intended to be placed for sale or for rent. 

According to the statute, prima facie evidence that the 

project was undertaken for the purposes of sale or rent is 

ñproof of the sale or rent or the offering for sale or rent of 

any such structure by the owner-builder within one year 

after completion or issuance of a certificate of 

occupancy.ò In other words, if a property is sold or offered 

for sale within one year of completion of the repairs, the 

court will presume that the work was performed for that 

purpose. This restriction obviously impacts REALTORSÈ 

pursuing their own fix and flips as most have no intention 

of living in the property or holding on to it for a period of 

one year following the completion of improvements. 

Fortunately, A.R.S. Ä 32-1121(A) (6) exempts developers 

who build structures or appurtenances to structures on 

their property for purposes of resale provided that they 

contract with a licensed general contractor or licensed 

specialty contractor. To qualify for this exemption, the 

licensed contractorsô names and license numbers must be 

included in all sales documents.  

 

REALTORÈ as Principal  

When personally investing in real estate, REALTORSÈ 

typically act either in their individual capacity or through a 

corporate entity in which they hold a stake. In both cases, 

the REALTORÈ maintains an ownership interest which 

must always be disclosed. A.A.C. R4-28-1101(E) 

prohibits a real estate salesperson from acting directly or 

indirectly in a transaction without informing the other 

parties to the transaction in writing before the parties enter 

into a binding agreement. Similarly, Article 4 of the 

REALTORÈ Code of Ethics states that ñREALTORSÈ 

shall reveal their ownership or interest in writing to the 

purchaser or purchaserôs representative.ò  

 

Advertising  

In the fix and flip business, time is money. The more 

holding costs the owner incurs, the less profit they realize. 

For this reason, fix and flippers aggressively advertise 

properties in the hopes of quickly finding a buyer. A.A.C. 

R4-28-502(B) makes it clear that a real estate licensee 

advertising their own property for sale must disclose their 

status as a salesperson or broker by placing the words 

ñowner/agentò in the advertisement.  Article 12 of the   

REALTORÈ Code of Ethics imposes similar              

obligations, prohibiting REALTORSÈ from                   

advertising property in a way in which their status as a real 

estate professional is not readily apparent.  

 

Property Condition Disclosures  

Flippers often claim to know little about the property 

because they never resided there. Unfortunately, such 

representations are frequently false. Fix and flip, by its 

very name, reflects the fact that repairs and/or   upgrades 

were made to portions of the property     before it was 

listed for sale. As a result, flippers often possess 

knowledge of the propertyôs condition, as well as an 

understanding of the work performed. In light of this 

knowledge, disclosure obligations are imposed. Not only 

does A.A.C. R4-28- 1101(A)     impose upon real estate 

licenses a duty to deal fairly with other parties to the 

transaction, A.A.C. R4-28- 1101(B) requires licensees 

participating in a real    estate transaction to disclose in 

writing to all other parties any information the licensee 

possesses that materially or adversely affects the 

consideration to be paid by any party to the transaction. 

Furthermore, all sellers have a duty to disclose known 

facts materially affecting the value of the property that are 

not readily observable and are not known to the buyer. See 

Hill v. Jones, 151 Ariz. 81, 725 P.2d 1115 (App. 1986). 

 

Dual Agency 

 A dual agent cannot favor one party over another, nor can 

they disclose confidential information such as the price 

one party is willing to pay or accept. Ordinarily, this is not 

a problem and dual agency is specifically authorized by 

Arizona law with the written consent of both partiesé 

 

                                                 (Continued on page 12)  

RealtorÈ Owned Fix and Flips 
Article published on February 26, 2018 by the Arizona Association of RealtorsÈ  
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Insurance  

Errors and omissions (E&O) insurance is a form of 

malpractice coverage that provides real estate licensees 

with protection for claims of wrongdoing resulting from 

their work in the real estate profession. However, many 

such policies do not provide coverage when the real estate 

agent is selling a property they personally own, or own via 

a corporate entity. Those policies that do cover agent 

owned property transactions often require that the real       

estate professional take certain steps before coverage 

applies, such as paying for a home warranty for the 

buyerôs benefit. REALTORSÈ seeking errors and 

omissions insurance coverage for their personally owned 

fix and flip transactions should therefore consult their 

E&O policy before pursuing investment opportunities of 

this nature. Conclusion Licensing laws and ethical 

obligations often do not allow real estate professionals to 

differentiate between the services they provide for others 

and the activity they undertake in conjunction with their 

own transactions. To protect the public, licensees must 

therefore be sure to comply with all ethical and statutory 

requirements whether acting as an agent or as a principal.  

ðð  

This article is of a general nature and reflects only the      

opinion of the author at the time it was drafted. It is 

not intended as definitive legal advice, and you should 

not act upon it without seeking independent legal 

counsel.  

 

 

 

 

Hereôs a quick review of items we need to keep in mind in 

these transactions. Contractors vs. doing it yourself vs. 

handyman Arizona law allows for a ñhandyman 

exemptionò with respect to hiring someone to make 

repairs; a seller can make repairs on a property without 

using a licensed contractor UNLESS the repairs were for 

the express purpose of re-sale. If a home was purchased 

for re-sale, then a licensed contractor must be used for all 

repairs, regardless of cost or how complex. We as real 

estate agents should ensure that our sellers have 

independent knowledge of their legal obligations and refer 

them to an attorney if they are in need of guidance in this 

regard.. We also need to inform them that by not 

following the law, they might be open to increased 

liability. In other words, using a contractor is not only the 

law but is also acts as form of risk reduction in that the 

contractor is then responsible for the repairs / upgrades 

made. Seller Property Disclosure Statement (SPDS) 

While a seller of a home being flipped might not want to 

fill out a Sellerôs Property Disclosure Statement, it is 

always best practice for the seller to provide the buyer 

with an SPDS. The seller might give such reasons as, 

ñIôve never lived in the house.ò or ñI was told by a real 

estate agent with XYZ company that I donôt need to.ò 

Even more dangerous to the seller is ñI believe that I have 

less risk if I donôt provide one.ò By not filling out a 

disclosure, the seller is actually increasing their liability 

for non-disclosure. Arizona law states that all sellers of 

real property have a legal obligation to disclose what they 

know. If a seller has purchased the property and prepared 

it for re-sale, they probably know more about what is/was 

wrong with the house than the last person who lived in the 

house! The seller has this knowledge either through 

discussions with contractors or reviewing and         

approving work invoices. If there is a question that the 

seller is still not aware of, the SPDS allows for that 

answer. A better way for sellers to view a full disclosure 

statement is as an opportunity to brag about what was 

done to the house. ñYes, this and that was wrong with the 

home, but then I fixed it.ò A fully complete disclosure 

should be used as a marketing tool.  

 

Real estate agents flipping homes 

Real estate agents have an increased liability in flipping 

homes if they are the seller. As a licensee, we are held to a 

higher standard by virtue of our status as a licensed agent. 

Thus, disclosures become even more important for a seller 

that holds a real estate license.   

Disclosure #1, Agency: a real estate licensee must 

disclose that they hold a real estate license, whether  that 

license is active or inactive. If title to the property is held 

by a LLC and the agent is a member of said LLC, that also 

needs to be disclosed. Remember, you can never take off 

your REALTORÈ hat. Disclosure of agent/owner status 

needs to be made in multiple areas including, but not 

limited to: 

1. In the contract/counter offer. NOT in an addendum 

later, but in the initial negotiations prior 

to contract execution. 

2. In all advertisements 

a. Flyers/ Magazine, Social Media, Internet etc. 

b. Sign-rider 

c. Public comments on MLSSAZ listing 

 

Disclosure #2, Licensed (ROI) contractor information: 

a licensed real estate agent must use a licensed contractor 

on a home they are flipping. Thus, the agent needs to 

disclose to the buyer the name, contact information, and 

license number of the contractor who did the work on the 

property. This can be accomplished on the SPDS. 

RealtorÈ Owned Fix and Flips (Cont.) 
Article published on February 26, 2018 by the Arizona Association of RealtorsÈ  

 

Flipping Houses for Profit 
Article published in February 2019 by Tierra Antigua 



LICENSING STATISTICS 

* Arizona Real Estate licensing statistics are updated monthly and posted to

the Departmentôs website at www.azre.gov. Access by clicking the link on the

homepage titled ñMonthly License and Exam Statsò.
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