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Preface

Through years of experience, AREC Investigators
have made observations, received numerous
guestions, and been in several discussions about
issues of interest to Principal and Executive Brokers
of real estatefirmsin Arkansas. Theinformation
presented in this Self-Evaluation Guideisa
reflection of those experiences. The Investigators
are pleased to assemble thisinformation in the hope
that these Brokerswill find it helpful in reviewing
their own operations.

Knowing that there are severa facetsto operating
asuccessful real estate firm, thisguide will provide
for Principal and Executive Brokersachecklist to
ensure their businessis operating in compliance
with the Arkansas Real Estate License Law and
Commission Regulations.

Pleasefed freeto call one of the Investigatorsif
you would like to share your ideas and responses
to the questionsin this evaluation, or if you have
suggestions of other items you think should be
included.
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Principal and Executive Brokers'
Self-Evaluation Guide

This Sdf-Evauation Guide conssts of questionsyou might find
useful to ask yoursdlf about your practices, policiesand procedures.
Review and analyze your own performance asaPrincipal or Executive
Broker in accordance with Arkansas Real Estate Commission’s Real
Estate License Law and Regulations, aswell asbasic red estate practice.
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Office Location

¢+ Areadl your licenses displayed and visible to the public?

COMMENT: Commission Regulation 7.3(a) statesthe require-
ments for the brokerage place of business and signage.

*+ Isyour office signage till the same as furnished to AREC?
COMMENT: Commission Regulation 7.3(a) requiresthe broker
to furnish the Commission a photograph of the sign and part of
the building on which the signis displayed.

¢+ Have your branch office locations been approved by AREC?

COMMENT: Arkansas Code Annotated §17-42-309(b) sets
out the requirementsfor branch offices.

+ Areyour records and transaction files maintained at your office?

COMMENT: Commission Regulation 10.7(b) sets out the
reguirements for maintenance of records.

¢

¢

Trust Accounts

Have you provided al your current trust account information to
AREC?

COMMENTS: Commission Regulation 10.8(e) requires each
Principal Broker to keep the Commission informed at all times
regarding the name and number of their trust account, the name
and address of the bank in which thetrust account is held, and
the date the account was opened.

Trust Account Reconciliation:

»

»
»
»

Isyour trust account bank statement reconciled monthly?
Doesthe reconciliation show that the adjusted balance on
your bank statement equal s the checkbook balance?
Do your trust account records show the amount of funds held
for each owner of the funds?
Can you provide alist of fundsin the account, which have
not been disbursed, that balances with the adjusted bank
balance?
Note: |f you have your trust account on
computer and use a software package that you
would recommend to others, please share that
information with AREC | nvestigators.
According to your transaction files, what isthe total amount
of earnest money and security depositsyou are currently
holding?
Can you account for that money and show that it isbeing
held in your trust account?
Do you have paperwork that accountsfor al fundsyou are
holding in your trust account?

COMMENT: Commission Regulations 10.7,10.8 & 10.9 all set
out requirements for the handling of trust funds and trust
accounts.



Transaction Files

Doyoureview all listingstaken by agentslicensed with your firm?

COMMENT: Commission Regulation 10.4(a)(1) holds abroker
generaly responsiblefor all business conducted by the broker’s
firm and for al of thereal estate activities of al those licensed
under or associated with the Principal Broker.

Do you review and sign off on &l real estate contracts?

COMMENT: Commission Regulation 10.12(b) sets out the
requirements for review of real estate contracts.

Do your closed transaction files contain the following?

Listing contractsfor propertiesyour firm listed;

Agency Representation agreementsfor our firm
represented;

Rejected offers;

Accepted offers;

Real Estate Contract addenda;

Agency Disclosure Forms,

Closing Statements signed by buyer(s) and seller(s);

Any other agreements pertinent to the transaction that make
thefile complete;

Copies of earnest money deposit dlips or receiptsif deposited
with an escrow agent;

Copies of earnest money disbursement checksif applicable.
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Do your trust account deposits and checksidentify thereal estate
transaction to which the funds apply?

Do you retain trust account records and transaction filesfor 3 years
or more?

COMMENT: Commission Regulation 10.7(b) addressesthe
Principal Broker’ sresponsibility for maintenance of records.

Property Management

¢

Do you have current written property management agreementswith
ownersof all property your firm manages?

COMMENT: Commission Regulation 10.10 addressesthe
broker’ s responsibility to see that the exact agreement of all
partiesregarding real estateisin writing.

Do you have current written | ease agreements with tenants of
propertiesyour firm manages?

COMMENT: SEE COMMENT for above.

Has the property management agreement form and the lease/rental
agreement form used by your firm been approved by an Arkansas
attorney?

COMMENT: Commission Regulation 10.10(c) requiresthat al
rea estate formsused by licenseesin the regular course of
business be approved by alicensed Arkansas attorney prior to
use.

Have you collected all security deposits shown in your tenants lease
agreements?

COMMENT: Commission Regulation 10.7(a)(1) requiresa
licensee to immediately deliver to the Principal Broker any
money or other consideration received in connection with ared
estate transaction.

Do you have deposit dlipsfor all security depositsheld in your trust
accounts?

COMMENT: Commission Regulation 10.7(b)(2) requireseach
Principal Broker to maintain complete records pertaining
property managed for others.



Property Management (continued)

¢

If alicensee with your firm ownsrental property do you have one of
thefollowing?:
» Copy of thelease agreement and deposit dip showing
the tenants security deposit isin your trust account, or
» Copy of awritten agreement whereby the tenant
agreed that his/her security deposit would be held
somewhere other than your trust account?

COMMENT: Commission Regulation 10.8(h)(1) requiresthe
Principal Broker to either maintain such fundsin the firm'strust
account or to maintain a copy of an agreement signed by the
licensee'stenant stating otherwise.

Supervision

¢

What do you estimate as the number of
hours per week you spend supervising
your agents?

Do you have any part-time agents? If
yes, how do you supervise them?

Who do agents licensed with your firm
go to for advice and guidance when
confronted by difficult situations?

COMMENT: Commission Regulation 10.4(b)(c) sets out the
Principal and Executive Brokers requirementsfor properly
supervising salespersons licensed under him/her.

Do any of your agents have assistants? Licensed or unlicensed? If
unlicensed, what do they do? How are assistants paid, and by
whom?

COMMENTS: Arkansas Code Annotated 8§17-42-103(12) lists
the activities for which when performed for another for expectation

Supervision (continued)

of compensation require an Arkansas real estate license.

While unlicensed assi stants may make appointments for agents,
type correspondence and perform other duties normally assigned
to asecretary or administrative assistant, brokers must make
sure unlicensed personnel do not perform activitiesthat requirea
license. Arkansas Code Annotated 817-42-311(a)(12) lists as
a prohibited act paying a commission to any person for acts or
services performed in violation of the Arkansas Real Estate
License Law. Arkansas Code Annotated §17-42-311(a)(8) lists
asaprohibited act accepting compensation from any person
except the licensed Principal Broker under whom alicenseeis
licensed.

¢+ For Executive Brokersin your firm, if your nameison the Real
Estate Contract as Supervising Broker you areresponsibleto
supervisethat licensee during thetransaction.

COMMENT: Arkansas Code Annotated 817-42-103(9) defines
Executive Broker, and Commission Regulation 10.4(2) describes
procedures to designate Executive Brokers.

¢+ SdesMeetings
®» Do you have regular sales meetings?

=» Do you monitor participation to know that agentsare
receiving the training they need?
®» Do you review sections of the Real Estate License Law
and AREC Regulations? If so, do you have agentssign
that you did, and that they understood what you went over?
®» How do you instruct your salespersonswith regard to
the fundamentals of real estate practices and the ethics
of the profession?
®» How do you keep your salespersonsinformed and
abreast of al changes and devel opments pertaining to
the Real Estate License Law and Regulations?
COMMENT: Commission Regulation 10.4 sets out the respon-
sibilities of a Principal Broker for instructing those brokers and
salespersons licensed under them, and for general operation of
the business.



Education

Areyou sdlective when choosing educationa offerings?

Do you advise your licensees to be selective when choosing
educationd offerings?

What do you try to accomplish through continuing education?

COMMENTS: TheArkansas Red Estate Commission and the
State Board of Private Career Education have developed a
structure for continuing education coursesthat allowsawide
variety of topicsavailablefor licenseesto meet the annua six-
hour continuing education requirement. Subjectsthat are
applicableto thelicensees areaof practice are more beneficial
for thelicenseesand for the Principa and Executive Brokers
under whom they arelicensed.

Do you observe the credentia s of your continuing education
instructor and encourage your licenseesto do the same?

Do you or your salespersons repeat the same continuing education
course each year?

COMMENTS: The
educationd higoriesof
licenseesthat have appeared :

beforethe Arkansas Real A
Estate Commissionfor a
disciplinary hearinginrecent
years have shown that the
agents sometimesrepeated
the same coursesyear, after

year.
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Education (continued)

Do you select continuing education instructorswho make an effort
to stay abreast of changesto laws and regulationsthat affect your
business?

COMMENTS: The Arkansas Real Estate Commission and the
State Board of Private Career Education offer severa workshops,
seminars, meetings, etc. inwhichrea estateingtructors can sharpen
their skillsand stay abreast of issuesrelating to real estate. Some of
the workshops are mandatory.

Business Operations

]

When advertising property for sale or lease, including their own
property, do agentslicensed with you include in the advertisement or
sign the name of your firm?

Do agents licensed with your firm advertise or conduct real estate
brokerage business under any name other than the name of your
business?

When advertising their individual names and telephone numbers, do
agentslicensed with your firm include your company’snamein the
advertisement?

COMMENT: Commission Regulation 10.5 sets out the require-
ments for agent’ s advertising.

When buying or selling property in which they have aninterest, do all
agents licensed with you disclose to the parties the fact that they
are seeking to acquire or have an ownership interest in the property
and are licensed with your firm?

COMMENT: Regulation 10.11 addresses self-dealing.
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Results?

Well, how does your office shape up? Are you in compliance with the
subject matter covered by Investigatorsin this booklet?

NEED A LITTLE HELP?

Do you need to brush up on some areas?

AREC Investigators are here to help you BEFORE a problem occurs.
Please call one of them at the numbers shown on page three with any

guestions you may have.

Licensing Requirements
forBrokersandSalespersons

Salesper son Broker

Pre-License Hours 60* 60
Post-License Hours 18 0
Continuing Education 6 hrs. 6 hrs.
Application Fee $50 $50
State Background Check Fee $22 $22
Federal Background Check Fee $19.25 $19.25
Examination Fee $75 $75
Renewa Fee $50 $70

*30 Hoursin Basic Principles



