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PREFACE 

 
 
 

                 

             
 

               

The inclusion of certain provisions of the NAR Code of Ethics in these materials is not 

intended to heighten the duty of care for a Texas real estate licensee.  
 

                
  

 
A Broker may attach additional policies or procedures, as long as those policies 

or procedures are not in conflict with the minimum standards of TREC or legal 

requirements.  



ii

DISCLAIMER AND LIMITATION OF USE

These materials are sold or furnished with the understanding that the authors and publishers are 

not engaged in the rendering of legal, employment, accounting, tax, business formation, real 

estate registration, risk management, or other professional advice through these materials.  

Questions relevant to the specific professional needs of the user should be addressed to licensed 

professionals competent in the area in which the need or question arises. 

The Texas Association of REALTORS
® 

specifically disclaims any liability, loss, or risk, 
personal or otherwise, incurred as a consequence, directly or indirectly, of the use and 

application of any of the materials.  These materials give an overview of certain professional 

issues.  None of the materials provided should be considered to be the last word governing any 

particular situation.  The materials are intended to be general in nature. Furthermore, these 

materials do not act as a substitute for errors-and-omissions insurance. The Texas Association of 

REALTORS
®
 strongly encourages members to maintain E & O insurance.

You should obtain the advice of competent legal, employment, accounting, tax, business 

formation, real estate registration, risk management, and other professionals before you 

take any action or make any decision concerning any issue addressed by the model 

brokerage policies and procedures. Any printed or electronic material including but not 

limited to forms, policies, appendices, exhibits, or reference materials are merely models or 

samples.  You may need to consider facts outside the model that are unique to your 

business, professional or personal circumstances before you adopt or modify any model 

policy or procedure, negotiate or execute any form or other document.  Please seek the 

advice of competent counsel before negotiating or executing any such document.
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DEFINITIONS 

Agent:

Broker

Principal:

Sales Associate

Salesperson

Sponsoring Broker

TREC



NOTICE TO SALES ASSOCIATES

ANY OF A SALES ASSOCIATE'S ACTIONS THAT VIOLATE THE PROVISIONS OF 

THIS POLICIES AND PROCEDURES MANUAL ARE UNAUTHORIZED AND 

OUTSIDE THE AUTHORITY OF THE SPONSORING BROKER – SALES ASSOCIATE 

RELATIONSHIP. ALL EXPENSE OR LOSS ARISING OUT OF A SALES 

ASSOCIATE’S ACTS SHALL BE BORN SOLELY BY THE SALES ASSOCIATE.  ALL 

EXPENSE OR LOSS SUFFERED BY SPONSORING BROKER AS A RESULT OF A 

SALES ASSOCIATE’S ACTS SHALL BE REIMBURSED BY THE SALES ASSOCIATE.  

ANY WAIVER OF THIS PROVISION BY THE SPONSORING BROKER WITH 

RESPECT TO ANY ACTIONS WILL NOT BE CONSTRUED AS A WAIVER WITH 

RESPECT TO ANY OTHER ACTION.



Policy

POLICY 

1.1.1. DEFINITION

1.1.2. EXCLUSIONS

1.1.3. PROHIBITIONS

1

ADVERTISING AND MARKETING



Policy

1.1.4. REQUIREMENTS

1.1.5 TRADEMARKS AND LOGOS

1.1.6. SPONSORING BROKER'S ASSUMED NAMES



Policy

1.1.7. SALES ASSOCIATE'S ASSUMED NAMES



Procedure

PROCEDURE 

1.2.1. PREAPPROVAL REQUIRED

1.2.2. ADVERTISING REQUIREMENTS
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(ii) Sales Associates must determine the requirements for filing their assumed

names with all applicable governmental entities and comply with those

requirements (e.g. Secretary of State and County Clerks).

(a) Assumed names of individuals and sole proprietorships must be

filed with the clerk of each Texas County in which Sales Associate

does business.

(b) Assumed names of business entities must be filed with the Texas

Secretary of State and with the clerk of the Texas County in which

the business entity has its principal office.

(f) Sales Associates must properly form their business entities in accordance with

Texas law and operate the business entity in accordance with Texas law

including, but not limited to, the timely filing of franchise tax returns with the

Texas Comptroller of Public Accounts.

(g) No terms may be advertised other than those authorized by the property owner;

(h) Each page of all Internet, electronic bulletin board or similar displays must

comply with advertising requirements;

(i) All electronic marketing or solicitation (including, but not limited to,

email, fax and telephone) is regulated by federal and state laws as well as

TREC rules.  Each Sales Associate must comply fully with all applicable

laws and rules.

(i) An advertisement placed where it is likely to attract the attention of passing

motorists or pedestrians must clearly and conspicuously identify the person

publishing the advertisement as “agent,” “broker” or “REALTOR
®
.”  Signs

placed on or providing directions to real property are not subject to this

requirement, but are subject to all other requirements;

(j) Any offer to rebate a portion of a commission in an advertisement must disclose

that payment of the rebate is subject to the consent of the party represented;

(k) Recommendations or promotions in an advertisement of services of other real

estate-service providers must disclose that Broker or Salesperson may receive

compensation from the service provider, if compensation will be received;

(l) Statements of rankings of service providers in an advertisement must disclose the

objective criteria upon which the ranking is based;

(m) Reference in an advertisement to a Salesperson offering, sponsoring or

conducting TREC-approved courses is permitted only if the Salesperson is

approved by TREC to offer such courses.



Procedure

1.2.3. REVIEW BEFORE SUBMISSION

1.2.4. ADVERTISING CONTRACT APPROVAL REQUIRED

1.2.5. CHANGES

1.2.6. OTHER BROKERS’ LISTINGS

1.2.7. JOINT ADVERTISING

1.2.8. FAX POLICY

1.2.9. EMAIL

1.2.10. COLD CALLING POLICY



Policy

POLICY  

2.1.1. WORK AGREEMENTS

INDEPENDENT CONTRACTOR AGREEMENTS

Independent Contractor Agreement for Sales Associate (TAR 2301),

Statement of Understanding (TAR 2302);

UNLICENSED EMPLOYEE AGREEMENTS

LICENSED EMPLOYEE AGREEMENTS

2 

WORK AGREEMENTS AND COMPENSATION 



Policy

2.1.2. COMPENSATION
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WORK AGREEMENTS AND COMPENSATION

PROCEDURE 

2.2.1. WORK AGREEMENTS

(a) INDEPENDENT CONTRACTORS

Prior to commencing work, each independent contractor Sales Associate will sign

the Texas Association of REALTORS
®

Independent Contractor Agreement for

Sales Associate (TAR 2301) or other similar agreement approved by Sponsoring

Broker.

(b) ANNUAL CONFIRMATION FOR INDEPENDENT CONTRACTORS

Sales Associates will execute a Statement of Understanding (TAR 2302) or other

similar document approved by Sponsoring Broker each year to confirm the

relationship with Sponsoring Broker.

(c) UNLICENSED AND LICENSED EMPLOYEE AGREEMENTS

Prior to commencing work, each unlicensed or licensed employee will sign an

employment agreement.

2.2.2. COMPENSATION 

(a) RECEIPT OF COMMISSION

All compensation received or earned by Sales Associates for performing licensed

activities must be paid directly to Sponsoring Broker unless Sponsoring Broker

has authorized, in writing, an alternative method of payment.

(b) PAYMENT OF COMMISSION

All compensation earned by Sales Associates will be paid by Sponsoring Broker

directly to the Sales Associate unless otherwise agreed upon in writing.

Sponsoring Broker will pay compensation to Sales Associate’s entity only if Sales

Associate provides evidence of entity being properly licensed with TREC.

(c) SHARING COMMISSIONS

Requests to share compensation must be submitted to Sponsoring Broker in

writing and include an explanation detailing the purpose of the compensation

sharing. A Sales Associate must also obtain the consent of a client if any part of

the Sales Associate’s compensation is shared with another party to the client’s

real estate transaction.
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DISCLOSURE OF FEES FROM SERVICE PROVIDERS

.

DISCLOSURE OF FEES FROM RESIDENTIAL SERVICE COMPANIES



Policy

POLICY 

3.1.1. AUTHORIZATION TO ACT

3.1.2. DESIGNATIONS AT SPONSORING BROKER’S DISCRETION

3.1.3. MAINTENANCE OF REQUIRED LICENSES AND CERTIFICATIONS

3.1.4. REQUIRED EDUCATION REQUIREMENTS

3.1.5. ADDITIONAL LICENSES, CERTIFICATIONS AND EDUCATION 

3.1.6. COMPLIANCE WITH CODE OF ETHICS
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ESTABLISHING COMPETENCY
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PROCEDURE  

3.2.1. AUTHORIZATION AGREEMENT

3.2.2. MAINTENANCE OF REQUIRED LICENSES AND CERTIFICATION

3.2.3. REQUEST TO CHANGE AUTHORITY TO ACT

3.2.4. CHANGE IN AUTHORITY TO ACT
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3.2.5. NOTIFICATION OF TREC CHANGES

3.2.6. FORWARDING OF TREC NOTICES
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POLICY

4.1.1. RECORDS DEFINED

4.1.2. DURATION OF MAINTENANCE

4.1.3. DISASTER PLAN COMPLIANCE

4.1.4. OWNERSHIP OF RECORDS

4

RECORDS MANAGEMENT
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4.1.5. PRIVACY POLICY

4.1.6. CONFIDENTIALITY OF RECORDS
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PROCEDURE 

4.2.1. COSTS OF CREATION AND DELIVERY

4.2.2. DELIVERY TO SPONSORING BROKER

4.2.3. PROTECTION OF PERSONAL INFORMATION

4.2.4. VERIFICATION UPON TERMINATION
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POLICY 

5.1.1. DEFINITION

5.1.2. ACCOUNT MAINTENANCE

5.1.3. INSURED ACCOUNTS

5.1.4. NO COMMINGLING

5.1.5. CONVERSION TO COMMISSION

5.1.6. ACCOUNTING OR REMITTANCE OF TRUST FUNDS
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TRUST ACCOUNTS
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5.1.7. RECORDS MAINTENANCE

.
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PROCEDURE  

5.2.1. ACTIONS AUTHORIZED

5.2.2. PROMPT DEPOSIT

5.2.3. NOTIFICATION OF ACTIVITY

5.2.4. RECONCILIATION

5.2.5. DISBURSEMENTS
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FIDUCIARY DUTY OF AGENTS 

POLICY

6.1.1. DUTIES

In a principal-agent relationship, the Principal is owed the highest level of fiduciary duty 

by the Agent. This duty includes the following: 

(a) Trust;

(b) Confidential treatment of information;

(c) Honest business dealings;

(d) The highest duty of performance;

(e) Loyalty;

(f) Reasonable care in all matters of representation;

(g) Proper accounting for all monies and other things of value.

6.1.2. RELATIONSHIPS

Brokers and Salespersons may: (i) represent Principals, and (ii) assist others with whom 

no agency relationship exists.  Sales Associates must provide all parties with a clear 

explanation of their relationship as being one of the following:  

(a) A client, being represented as a principal by the agent;

(b) A customer, with no agency relationship, but receiving assistance;

(c) An unrepresented party, with no agency relationship and receiving no assistance;

or

(d) A party represented by a Broker other than Sponsoring Broker.

6 

FIDUCIARY DUTY OF AGENTS
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6.1.3. DISCLOSURE OF STATUS AS SALESPERSON OR BROKER

Sales Associate must disclose his or her status as a Salesperson or Broker in writing,

either prior to entering into any sales contract or lease or within the sales or lease contract 

itself, when engaging in a real estate transaction on behalf of:  

(a) Sales Associate;

(b) A business entity in which Sales Associate is more than a 10% owner;

(c) A trust for which Sales Associate acts as trustee or is a beneficiary; or

(d) Sales Associate’s spouse, parent or child, including situations in which they may

be a beneficiary of a trust.

Sales Associate will also comply with the National Association of REALTORS
®

Code of

Ethics requirements regarding disclosure of interest including, but not limited to, Articles 

4 and 5. 

6.1.4. INTERMEDIARY RELATIONSHIPS OPTIONAL

Sponsoring Broker has no obligation to agree to enter into an intermediary relationship.  

However, without an intermediary relationship, Principals on both sides of the transaction 

may not be jointly represented. An intermediary relationship is the only method available 

to jointly represent Principals on both sides of the transaction.   

6.1.5. AUTHORIZATION OF INTERMEDIARY RELATIONSHIPS

Sales Associates will consult with Sponsoring Broker to determine if an intermediary 

relationship will be permitted in connection with any given transaction. 

6.1.6. LIMITATION OF INTERMEDIARY ACTIONS

Sponsoring Broker’s and all Sales Associates’ actions are limited as an intermediary.  

(a) Intermediaries may not disclose:

(i) That the seller will accept a price less than the asking price, unless the

disclosure is authorized in writing by the seller;

(ii) That the buyer will pay a price greater than the price submitted in a written

offer, unless the disclosure is authorized in writing by the buyer;

(iii) Any confidential information of either the buyer or the seller unless: (i)

authorized by the buyer of the seller in writing, (ii) required by law, (iii)

required by the Texas Real Estate License Act, (iv) required by a court

order, or (v) the information materially relates to the condition of the

property;

(b) Intermediaries may not treat either party dishonestly or violate the Texas Real

Estate License Act.
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6.1.7. APPOINTMENTS TO EXPAND INTERMEDIARY RELATIONSHIP

6.1.8. INTERMEDIARY WITHOUT APPOINTMENTS

6.1.9. CONFIDENTIALITY REQUIRED
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PROCEDURE 

6.2.1. VERIFICATION OF NO EXISTING REPRESENTATION

6.2.2. EXPLAIN AGENCY CONCEPTS

special agency

6.2.3. DISCLOSURE OF REPRESENTATION
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6.2.4. INFORMATION ABOUT BROKERAGE SERVICES

Information

About Brokerage Services

6.2.5. PRESENTATION OF OFFERS

6.2.6. BROKER PRICE OPINIONS

6.2.7. DISCLOSURE TO PRINCIPALS

6.2.8. DISCLOSURE TO BUYERS 
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6.2.9. DECISIONS TO TERMINATE REPRESENTATION

6.2.10. ACTIONS UPON TERMINATION OF REPRESENTATION

6.2.11. CONSENT FOR INTERMEDIARY RELATIONSHIP

6.2.12. APPOINTMENTS TO EXPAND INTERMEDIARY RELATIONSHIP

Intermediary Relationship

Notification




