Commission Meeting News

Key reports, issues, and decisions of interest to licensees and/or the public are reported here from
the most recent Commission meetings:

Commission Meeting of October, 2016

Pending Cases: The Commission permanently revoked one license; entered into consent
agreements to suspend two licenses and reprimand one licensee; ordered hearings involving 12
licensees; approved the issuance of one broker license on provisional status under certain
conditions; voted to extend the time within which two licensees must satisfy the conditions of the
Consent Orders previously entered into; directed staff to seek injunctive relief, if necessary,
regarding an unlicensed firm; and approved payment of $46,006.89 from the Real Estate
Education and Recovery Fund to four claimants due to the misconduct of Rebecca Neimchak, a
former North Carolina real estate broker.

Proposed Rule Text - Annual Rulemaking: Staff reviewed with the Commission the text for
proposed amendments and additions to Commission rules including the changes approved by the
Commission at its September, 2016, meeting for publication in the North Carolina Register. The
Commission accepted the rules as presented, with the understanding that the proposed effective
date for the rules will be July 1, 2017. The full text of the proposed rule changes will be
published in the North Carolina Register and available on the Commission’s website at
www.ncrec.gov on November 15, 2016.

Proposed Education Rule Text: Staff reviewed with the Commission the text for proposed
repeal, amendment, and adoption of Commission education rules including changes suggested by
the Commission at its September, 2016, meeting. In connection with its review of the proposed
amendments and additions, the Commission directed staff to make additional changes and
approved the rules with those changes for publication in the North Carolina Register. The full
text of the proposed rule changes will be published in the North Carolina Register and available
on the Commission’s website at www.ncrec.gov on November 15, 2016.

Preliminary Discussion of Topics for 2017-18 General Update and BIC Update Course: The
Commission discussed the following possible topics for the 2017-18 General Update and BIC
Update Course: insurance issues (including homeowners/renters and flood), spotting and
avoiding fraud and scams (including email scams redirecting closing funds, review of the Good
Funds Settlement Act, and handling of sensitive financial documents such as check copies and
bank account numbers), working with customers/clients with language/communication barriers,
requirements for a securities license, and the anticipated Consumer Finance Protection Bureau
rule changes allowing greater access to the closing disclosure. Staff also noted possible topics
relating to an update on Real Estate License Law and Commission rule changes, property
management - including Vacation Rental Act changes, criminal records in leasing, broker
surcharges on repairs, and considerations for the unintended property manager. Discussion will
continue through the fall, with final topics to be determined at the December 14, 2016, meeting.

Reconsider School and Instructor Performance Report: Staff reported that following the
distribution of the annual examination performance report outlining suggestions and
requirements approved by the Commission at its August 2016 meeting, concerns had been raised
by a number of school directors and instructors. The Commission reconsidered and rescinded its
letters to schools and instructors whose average first-time passing rates were between 40% and
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70%, or below 40% for the first time, and directed staff to instead encourage those instructors to
utilize the various resources available to them from the Commission, including the new
Instructor Development Workshop, the creation of a performance improvement plan, and the
Educators Conference. As to those instructors whose performance was 70% or above, or below
40% two or more times, the August 2016 decision remains unchanged.

September License Examination Results: The Commission reviewed and discussed the
License Examination Results Summaries setting out the passing rates for the license examination
for the October 2015 - September 2016 period. A summary of key data relating to persons taking

the examination for the first time is provided below:

Sepemver 2016 | Q82018 14 | sprember 201 | Spobr 01
# Tested 499 5610 69 689
% Pass both sections 60% 54% N/A N/A
% Pass National section | 82% 75% N/A N/A
% Pass State section 63% 59% 32% 28%

License Applications Involving Character Issues: Applications for licenses from persons who
have character issues such as prior criminal convictions or disciplinary action by another
licensing board are separately reviewed by the Commission. Decisions are made based upon
criminal background checks, information supplied by the applicant, and in-person interviews.
Total candidates reviewed: 38; total approved: 25.

Continuing Education: The Commission approved one new Update Course instructor
applications, two new Update Course sponsors, eight new elective course, and 18 previously
approved elective courses to be offered by other sponsors. As of September 30, 2016, there were
166 approved sponsors.

Chief Auditor: Staff reported that Mr. Michael Gray has been named the new Chief Auditor; the
Commission congratulated him on his new position.

Emerging Trends: The Commission discussed the following ideas and trends:

* legislation to require interest on escrow accounts to go to the Recovery Fund;

* legislation to allow the Commission to create specialty certifications in addition to

licensing in areas such as residential, commercial, property management, etc.;

» real estate crowd funding and the NC PACES Act;

* concerns by licensees regarding properties where building permit records are

incomplete or unavailable; and

» the US Court of Appeals decision finding the Consumer Finance Protection Bureau structure to
be unconstitutional (PHH Corp. v. CFPB (No. 15-1177).

Other Business: Staff has approved an alternate property management version of the Update
and BIC Update courses that was developed by Mark Saunders and Pam Vesper from the courses
originally created by the Commission.



Report on License Numbers: The Commission was advised that as of October 1, 2016, the
Commission has 95,248 brokers, as follows:

Active Brokers 60,202

Active Provisional Brokers 7,000
Inactive Brokers 24,041

Inactive Provisional Brokers 4,068
Firms 11,005

Brokers-in-Charge 16,012
BIC-Eligible Brokers 1,870

Next Commission Meeting: The next Commission meeting will be held at 9:00 a.m.,
Wednesday, November 9, 2016, at Raleigh, North Carolina and is open to the public.



