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The Consumer Federation of America has released its proposed for criteria brokers can use to make sure
new homebuyer representation contracts are fair.

The National Association of Realtors commission lawsuit settlement, scheduled to go into effect Aug. 17,
requires Realtors to obtain buyer signatures on these contracts before home showings and before
representing them in any manner.

“These criteria will assist regulators, consumer groups, and the industry itself to assess the fairness of new
buyer agreements,” CFA senior fellow Stephen Brobeck said in a statement. “CFA has already shown that
some revised contracts are very anti-consumer while others are much fairer to buyers.”

Earlier this year, the CFA examined 43 buyer-broker contracts from 37 states and found them to be lacking
in consumer protections.

The group’s June 25 report on the California Association of Realtors’ proposed buyer agreement, written
by Tanya Monestier, a law professor at the University at Buffalo Faculty of Law, said the contract was
“virtually unreadable” and “telegraphs how Realtors plan to circumvent the NAR Settlement.”

A similar CFA analysis of brokerage eXp’s buyer-broker representation agreement released on the same
day called that document much more understandable and fair to buyers.
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The CFA said it was encouraged to develop the criteria because of the requests it received from several
real estate companies following the two reports’ release asking the CFA to evaluate their new buyer
contracts.

The CFA now proposes 15 criteria for evaluation, with four relating to the agreement’s form (readability and
understandability), and 11 relating to the contract’s content (fairness to consumers).

“Understandable agreements have the ability to empower buyers and transform their relationship to
agents,” CFA’s Brobeck said. “These contracts will reveal how buyer agents are compensated and how
buyers can negotiate this compensation. In the past, fewer than half of buyers reported signing contracts,
the contracts often did not explain buyer compensation, and they were signed relatively late in the sales
process.”

The content-related criteria according to the CFA includes the following guidelines, among others:
Brokers have the right to terminate contracts at any time. Buyers should have the same right with no
fees charged.
The broker’s fee should be clearly stated, always as a dollar figure or as an hourly rate.
Buyer agents should not have a financial incentive to be paid more the higher the sale price.
Any additional fees should always be deducted from the commission paid in a sale.
Any seller concessions, including a willingness to help pay buyer agent compensation, should be
approved by and paid to buyers not their brokers, then used by buyers as they see fit.
There should be no limitations on buyer remedies. Buyer contracts should not include mandatory
mediation or arbitration clauses.

The Warren Group | 2 Corporation Way, Suite 250 | Peabody, MA 01960 | 617-428-5100 |
www.thewarrengroup.com

Copyright © The Warren Group | All Rights Reserved | Privacy Policy

7/19/24, 12:07 AM Consumer Protection Concerns Prompt Criteria for Buyer Representation Agreements - Banker & Tradesman

https://bankerandtradesman.com/consumer-protection-concerns-prompt-criteria-for-buyer-representation-agreements/ 2/2

https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstZ_OFXo395DnHuS3JRYCIr6DTPeIf2u56fA9c7y3zeqNjY50WZ7TNPA51wWK7eT2qGHxyp0WLIvCxdBxeJZfN8e0KAqRDNBxEOuMedYlIndBM2cDxQ6_BEJNW2HAeUtJ9QPUbj0gPZ2qRb6mvBBHxIbArRnYvaul7UHy1knenNQ3Olek7HAyMJE9GMDsE36N67ukb4o2XhXc-TiGLtWERF3ZtHtpuer_OT71yzmJfF_ISs3ug9kKF-uCQe8rK_DPNWf0SwL6xUIQCIocaL2j6Xw15eftiDjGhNbieBPCUGREJ_hHlHpQjSEF2b8QgPKuINPZ48_6PIcEcRd6NDgkisuY1dpBrMz6fyzCb3sRoFpSIBHRisULGVOlMhGGmv_3XQHX1ZgTOEp_QlbKjU9w&sai=AMfl-YSy8pfV0RHVUtsKdMgQSrPHCsHemd_k3nhfRZ88fyN499baLjubssxtu8GC3LpBor9y0d3yzvIFFr3nFhXJj7QHNmTvRr3dSd3Qc4bxmHW_8i02aSC6_HB385U3Bg&sig=Cg0ArKJSzIkwBSgRAyUC&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://bankerandtradesman.com/advertise/
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstZ_OFXo395DnHuS3JRYCIr6DTPeIf2u56fA9c7y3zeqNjY50WZ7TNPA51wWK7eT2qGHxyp0WLIvCxdBxeJZfN8e0KAqRDNBxEOuMedYlIndBM2cDxQ6_BEJNW2HAeUtJ9QPUbj0gPZ2qRb6mvBBHxIbArRnYvaul7UHy1knenNQ3Olek7HAyMJE9GMDsE36N67ukb4o2XhXc-TiGLtWERF3ZtHtpuer_OT71yzmJfF_ISs3ug9kKF-uCQe8rK_DPNWf0SwL6xUIQCIocaL2j6Xw15eftiDjGhNbieBPCUGREJ_hHlHpQjSEF2b8QgPKuINPZ48_6PIcEcRd6NDgkisuY1dpBrMz6fyzCb3sRoFpSIBHRisULGVOlMhGGmv_3XQHX1ZgTOEp_QlbKjU9w&sai=AMfl-YSy8pfV0RHVUtsKdMgQSrPHCsHemd_k3nhfRZ88fyN499baLjubssxtu8GC3LpBor9y0d3yzvIFFr3nFhXJj7QHNmTvRr3dSd3Qc4bxmHW_8i02aSC6_HB385U3Bg&sig=Cg0ArKJSzIkwBSgRAyUC&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://bankerandtradesman.com/advertise/
http://www.thewarrengroup.com/?__hstc=251636889.4e59ff2eab57428815fee6e317304453.1717095057729.1721229412466.1721361975472.101&__hssc=251636889.7.1721361975472&__hsfp=1245837078
http://www.bankerandtradesman.com/privacy-policy/

