Established on July 1, 2024, the Cornerstone Association of REALTORS® (Cornerstone) leads
with purpose, advocates boldly, and creates positive change for the success of our members
throughout Mississauga, Burlington, Hamilton, Waterloo Region, Niagara North, Haldimand

‘ ornersrone County, Norfolk County, and surrounding areas.

Assocmhon of REALTORS®

With approximately 8,000 members, Cornerstone is the second-largest REALTOR® association
in Ontario, dedicated to promoting the greater good of the real estate community.

= REC( WHERE DO WE GO FROM HERE?

Cornerstone appreciates the opportunity to provide our evidence-based recommendations to the Ontario Government on this issue.

Cornerstone is recommending a two key suggestions in response to the RECO failure:

1. Appoint an Administrator to oversee and reform RECO.
Implement updated policies and practices to establish ongoing oversight, stronger enforcement and transparency, and trust account reform.

2. Mandate RECO to use their reserves to compensate affected parties.
Ensure consumers and registrants are compensated through RECO's financial reserves instead of forcing them to wait for
insurance compensation.

Key Issues

Several key issues arose from the RECO situation that need to be rectified going forward.

Risk was not mitigated once the issue was . .
- . Sanctions were only Prevent a brokerage with a
This is not a failure of found. RECO continued to allow iPro to . . ; .
- . financial. This allowed the connection to an offending party to
legislation but of regulation. trade, exposing registrants and consumers to . .
penalty to simply be a cost pay for the assets of the offending
RECO has not been an risk after they discovered the issue and . . ; ;
. of doing business and not a party, such as iCloud being able to
effective regulator. allowed the owners to continue managing . . s Proy/
sufficient punishment. pay $3 million for iPro’s assets.
while they negotiated a settlement.

Cornerstone Recommendations

1. Appoint an Administrator to oversee and reform RECO.

2. Mandate RECO to use their reserves to make consumers and registrants whole instead of forcing them to wait for insurance compensation.
3. Brokerages should continue to maintain trust accounts. The issues occur when the regulator fails in their inspection/enforcement. To solve this and
restore trust, the following policies should be implemented:

A.  Sanctions for misuse of trust funds must be increased

B. RECO needs to audit every brokerage on at least a yearly (semi-annual preferred) basis

C. Revise RECO's risk analysis methods for brokerage inspections

D. Brokerages with deficiencies must be reviewed semi-annually until issues have been resolved

Enhance RECO's oversight of their Board of Directors and ensure it is no longer a closed system.

Introduce provisional and/or probationary membership for new registrants and/or for those members who have acted unethically.
Introduce provincial identification standards for all registrants using biometrics to protect consumers.

Prevent registrants who have their registration revoked from acting through a spouse or other relationship.

Separate education from RECO’s management.
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Make public on the RECO website the results of brokerage inspections and actions including last inspection date and type of inspection similar to

registrant notices.

10. Delegate minor enforcement actions such as advertising complaints to another body to allow RECO to focus on complaints that are of a more
serious nature.

11. Require regulators to report criminal activity to the police immediately.

12. Reflect the size of brokerage trust accounts in insurance. It should not be one size fits all.

(Note: More detailed recommendations will be provided after reviewing the Denton’s report)



What we heard from our REALTOR® & Brokerage Community:

73% of Brokers and 76% of Members reported their confidence in
RECO has decreased since the iPro Realty situation.

BROKERS MEMBERS

84% of Brokers and 86% of Members agree that RECO needs
reform to better protect consumers and rebuild trust in the real estate profession.

O,

o
BROKERS MEMBERS

O,
MEMBERS

Only 13% of Brokers and 19% of Members agree that RECO
is effective at protecting Ontario consumers.
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98% of Brokers and 85% of Members support increasing
penalties for misuse of real estate brokerage trust account monies.
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o 96% 95% of Brokers and 96% of Members support mandatory follow-up
" inspections of brokerages when deficiencies are identified in brokerage trust accounts.
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79% of Brokers and 74% of Members believe that real estate registration
education needs to be reformed to increase professionalism and raise the bar.
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