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Real estate
commission
requirements

Broker should get it in writing
Q. What are the requirements for a licensed real estate
broker to be entitied to a commission? » :

In New Jersey, a real estate broker must be licensed and -
her entitlement to a.commission for the transfer of an in-
terest in real estate is governed by the statute of frauds. In
order to satisfy the statute of frauds, a written agreement
stating either the amount or rate of the commission must
be signed by the principal or its authorized agent.

Under the statute of frauds, a broker acting pursuant to
an oral agreement may also be entitled to a commission,
but only if the agreement is memorialized by a written no-
tice (a faxed letter does not satisfy this statutory require-
ment) sent by the broker to the principal within five days
after the oral agreement was made and before the date of
the transfer or sale.

The notice is not effective if the principal serves the
broker with a written rejection of the oral agreement be-
fore the broker, in good faith, enters negotiations with a
prospective purchaser or tenant.

If a broker fails to satisfy the requirements of the
statute of frauds, she will generally be barred from recov-
ering a commission. However, where the broker fails to
comply with the statute of frauds due to a mistake or
technical deficiency, full or partial recovery of the com-
mission may still be available for the reasonable value of
services rendered, in spite of the absence of an enforce-
able contract.

To obtain such quasi-contractual relief from the court,
the broker must show that:

B Her performance of services was in good faith.

B There was acceptance of the services by the person
to whom they were rendered.

B There existed an expectation of compensation be-
tween the parties.

M The reasonable value of the services conferred can
be established.

The advice of legal counsel should be sought prior fo
any negotiations to avoid the possibility of litigation with
respect to potential broker claims.

Sue-Hyung Shin is an attorney at law in the real estate
department of Cole, Schotz, Meisel, Forman & Leonard,
P.A., the largest law firm in Bergen County. He can be
reached at sshin@coleschotz.com.



