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5 things our clients don't realize we do to EARN commission

We know how important we are to the transaction — it's time everyone
else knows too

BY BERNICE ROSS APR 1

Advertisement

With more than 1,000 Inman posts, Bernice Ross is a long-time contributor whose weekly column on
real estate trends, luxury, marketing and other best practices publishes every Monday.

Whether you’re a rookie agent, a rising team leader or an established veteran broker, we can all
benefit from sharpening our skills. Follow our “Back to Basics” series to learn fundamental strategies,
tactics, philosophies and more from real estate pros across the industry.

A vast majority of today’s consumers believe that selling real estate is an easy business. Many believe

sites like Zillow provide all the information they need to locate the right house and close the
transaction. Sadly, both groups are seriously mistaken.

There are three primary reasons consumers hold these beliefs:

1. The reality TV shows have glamorized the business of showing properties and writing offers
without showing the behind-the-scenes work it takes to close a transaction.

2. Many of the technology companies promote the belief that an algorithm is the only thing needed to

help a consumer locate and then close on a property.

3. The industry as a whole has done a poor job in communicating all the steps required to close a
transaction.

What the NAR Profile of Buyers and
Sellers shows

If locating a property online is so easy, how come 52 percent of buyers named finding the right
property as the most important reason they work with an agent? Next in importance was helping
buyers with price negotiations (11 percent), and third was handling the paperwork (6 percent).
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2018 PROFILE OF HOME BUYERS AND SELLERS

Exhibit 4-8: What Buyers Want Most From Real Estate Agents
(Percentage Distribution)
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1% __Help find the right home to purchase

52%

Help buyer negotiate the terms of sale ,
14%

* Less than 1 percent

The truth of the matter is that agents earn their commissions at the negotiating table, overcoming
transaction problems and coordinating all the service providers required to reach the closing table.

The next time someone asks you to reduce your commission or says, “I can get my house sold
cheaper on the web,” use the list below as a reminder that locating the right house is merely the first
step in a very complex closing process.

What it takes to close

The hardest work starts once the property is placed under contract. Below you will find just a few of
the many tasks agents complete on behalf of their clients. Expand the suggestions below by adding
the additional details about what it takes to close a transaction in your area.

When a client tells you that all you had to do to close the transaction was to put a sign in the front
yard, you can share your list that shows everything required to close a transaction in your area.

1. Federal, state and local disclosures and requirements

Agents are required to provide all the disclosures mandated at the federal, state and local levels. Here
is a partial list of these requirements:

e Federal
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2.

Lead-based paint.

Flood zones, which often require owners to obtain special insurance.

Foreign Investment in Real Property Tax Act (FIRPTA).

State (using California as an example)
» The proper delivery and execution of the agency documentation.

e Environmental hazards disclosure including asbestos, radon and other dangerous substances.
o A state version of “FIRPTA.”

e In brush or other high-risk areas where standard homeowner insurance policies are not
available, the agents must coordinate the buyer’s application for the transference of a California
“Fair Plan” insurance policy or the issuance of a new policy.

o “Special Studies Zone” disclosure for active earthquake faults.
o “Mello Roos” disclosure (used to raise taxes to fund community facilities).

Local requirements (using Los Angeles as an example)
e A city report.

» Installation of automatic gas turnoff for earthquakes.
» Installation of low-flow toilets and shower heads.

e Smoke and carbon monoxide detectors.

Financing contingencies

Here are just a few of the many challenges real estate agents face and overcome on a daily basis,
none of which can be solved by an algorithm.

3.

Does the seller have a prepayment penalty, and if so, who is responsible for paying it?
What happens if the buyer can’t obtain a fixed-rate loan as per the contract?
What happens if the appraisal comes in at less than the sales price?

What happens when the buyer gets cold feet and uses an interest rate increase as a legitimate
reason for cancelling the transaction?

What happens when the buyer doesn’t qualify?

Inspection contingencies: A case study

Inspections are one of the most important areas where agents earn their commissions. For example,
how are incorrect findings by inspectors handled? How are legitimate differences in property condition
resolved between professionals such as geologists and roofer?
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| once had both sides of a $900,000 transaction on a town home where the units had shared attic
space. The termite inspector informed the seller that there was $12,000 worth of termite damage. The
seller refused to pay for it and so did the buyers. The reason? It was the HOA'’s responsibility because
the problem was in the “common area.”

After three other inspectors plus numerous discussions with the HOA, we finally discovered there
wasn’t a termite problem after all — what the inspectors were seeing were simply some dead beetles.
The existing wood damage occurred a year earlier prior to the last treatment for termites.

The point here is a savvy agent can save both parties time and money as well as protect them from
unscrupulous inspection services.

4. Coordination of real estate affiliated services

In addition to the tasks above, agents must coordinate the title services, escrow, attorneys and a host
of other service providers.

If your company provides a moving services bureau or “concierge” services that assist buyers with
change of address, movers, repair people and the like, this adds another layer to the list of the
services you provide to earn your commission.

5. Resolving disputes between the parties

In addition to coordinating all the aspects of the transactions, when disputes arise, the agent is usually
the first line of defense for their principal.

Agents know how to work around appraisal problems, title issues, differences in opinion as to who is
responsible for repairs, etc.

In fact, in my experience, up to 95 percent of all transactions have problems severe enough that the
parties believe the transaction won'’t close. Ninety percent do close with less than 1 percent with
litigation — why? Because the agents involved successfully negotiated the dispute to the parties’
satisfaction.

Use a checklist

The best way to present this material is to place it in a checklist format that shows each document,
each disclosure and each step you are required to take to close a transaction. If you’re like most
places in the country, the list can easily be up to 100 steps or more.

The next time someone thinks your commission is too high, remember, it’s your ability to navigate
through these various aspects of the transaction that makes your clients’ goal of selling or buying a
piece of property become a reality.

Bernice Ross, President and CEQ of BrokerageUP (brokerageup.com) and RealEstateCoach.com, is
a national speaker, author and trainer with over 1,000 published articles. Learn about her
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