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AGENDA FOR TEXAS REAL ESTATE COMMISSION (TREC) MEETING
Conference Room 235, TREC Headquarters Office
1101 Camino La Costa, Austin, Texas

February 8, 2010, at 10:00 a.m.

9.

CALL TO ORDER
Call to order and pledges of allegiance
Election of Officers

MINUTES
Approval of minutes of December 14, 2009 Commission meeting
Discussion and possible action to excuse commissioner absence(s), if any

STAFF AND COMMITTEE REPORTS

Reports by administrator and division directors which may include reports of monthly
activities and statistical data for licensing, education, enforcement, technology
usage, recovery trust account and fund activity, and updates onnew and ongoing
agency activity; questions by commissioners to division directors regarding issues raised by
the monthly activities reports; discussion of current topics raised by monthly reports;
requests by the Commission for additional information or reports from staff; and introduction
of new employees

PUBLIC COMMENTS
General comments from visitors

EXECUTIVE SESSION

Executive session to discuss pending litigation pursuant to Texas Government Code
8551.071 and if necessary, to receive legal advice from general counsel under Texas
Government Code §551.071

ACTION ON MATTERS FROM EXECUTIVE SESSION

Discussion and possible action to authorize settlement of recovery fund claims or take other
action on items considered in executive session

RULE REVIEW
Discussion and possible action regarding schedule of rule review for 2010

10. Discussion and possible action to propose the review of:

a. 22 TAC Chapter 531, Canons of Professional Ethics and Conduct for Real Estate Licensees

b. 22 TAC Chapter 533, Practice and Procedure

C. 22 TAC Chapter 537, Professional Agreements and Standard Contracts

d. 22 TAC Chapter 541, Rules Relating to the Provisions of the Texas Occupations Code, Chapter
53

11. Discussion regarding comments on the review of:

a. 22 TAC Chapter 534, General Administration
b. 22 TAC Chapter 539, Provisions of the Residential Service Company Act
c. 22 TAC Chapter 543, Rules Relating to the Provisions of the Texas Timeshare Act

Pursuant to the Americans with Disabilities Act, any requests for reasonable accommodation needed by persons
wishing to attend this meeting should be submitted to Loretta DeHay at 512-465-3900.
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RULES FOR POSSIBLE PROPOSAL

12. Discussion and possible action to propose amendments to:

13

14.

15.
16.

17.
18.

19.
20.

21.

22
23

a. 22 TAC 8534.1 Charges for copies of Public Information,
b. 22 TAC 8534.4 Historically Underutilized Businesses Program,
c. 22 TAC §534.5 Bid Opening and Tabulation

. Discussion and possible action to propose amendments to:

22 TAC 8539.4 Disclosures

22 TAC 8539.51 Employee Defined

22 TAC 8539.61 Application and Licensing

22 TAC 8539.71 Miscellaneous Forms

22 TAC 8539.91 Annual Report Form RSC 6-2
22 TAC 8539.137 Semiannual Report

~® o0 oW

RULES FOR POSSIBLE ADOPTION
Discussion and possible action to adopt amendments to:
a. 22 TAC 8535.61 Examinations
b. 22 TAC §535.62 Accreditation of Schools and Approval of Courses and Instructors

c. 22 TAC 8535.64 Payment of Annual Fee, Audits, Investigations and Enforcement
Actions

Discussion and possible action to adopt new §535.93 Late Renewal Applications

Discussion and  possible  action to adopt amendments to  535.208
Application for Licensure as an Inspector

PENDING BUSINESS
Discussion regarding appointments to the Broker Responsibility Committee
Discussion regarding appointments to the Education Committee

NEW BUSINESS
Discussion and possible action regarding self-executing clauses in agreed orders

Discussion and possible action to approve a plan to identify savings in priority increments
totaling 5% of the general revenue and general revenue-dedicated appropriations for the
2010-11 biennium, pursuant to the request dated January 15, 2010, from Texas Governor
Rick Perry, Lieutenant Governor David Dewhurst, and Speaker of the House Joe Straus

Discussion and possible action regarding the Texas Real Estate Commission Strategic Plan
for the fiscal years 2011-2015
FUTURE MEETINGS
. Discussion and possible action to schedule future meetings
. Adjourn

Pursuant to the Americans with Disabilities Act, any requests for reasonable accommodation needed by persons
wishing to attend this meeting should be submitted to Loretta DeHay at 512-465-3900.
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1.Call to order and pledges of allegiance
2.Election of Officers

A
MINUTES

3. Approval of minutes of December 14,
2009 Commission meetings

4. Discussion and possible action to excuse
commissioner absence(s), if any



Agendaltem 2

SUMMARY

Provides for the election of a vice-chair and secretary from the
members of the Commission.

STAFF RECOMMENDATION

Elect avice-chair and secretary

MOTION
MOVED, that is elected as
Vice-Chair and is elected as

Secretary for February 2010-February 2011.



Agenda Item 3

SUMMARY

Provides for the approval of the minutes of the December 14, 2009,
Commission meeting.

STAFF RECOMMENDATION

Approve the minutes as presented.

MOTION

MOVED, that the minutes of the December 14, 2009, Commission
meeting, in the form presented at this meeting, are hereby approved.



TEXAS REAL ESTATE COMMISSION
December 14, 2009
Room 235, 1101 Camino La Costa
Austin, Texas

On Monday, December 14, 2009, at 10:02 a.m. there was a duly posted regular meeting of the Texas Real
Estate Commission (the “Commission”). Chairman Eckstrum called the meeting to order. The Chairman asked
Commissioner Justice to lead the attendees in the pledges of allegiance to the United States and Texas flags.
Chairman John Eckstrum presided, and Patricia Holder recorded the minutes. The following commissioners,
constituting a quorum, were in attendance:

John Eckstrum, Chairman

Troy C. Alley, Jr.

Adrian Arriaga

Chris Day

Jaime Hensley

Joanne Justice

Dona Scurry

Avis Wukasch

Staff present included Karen Alexander, Devon Bijansky, Loretta DeHay, Kerri Galvin, Gwen Jackson,
Douglas Oldmixon and Tom Watson.

The Chairman moved to agenda item two, approval of minutes of the October 19, 2009, Commission
meeting. The Chairman asked if there were any corrections, additions or deletions to the minutes as read;
hearing none, the Commission approved the minutes by unanimous consent.

The Chairman moved to agenda item three, discussion and possible action to excuse commissioner
absence(s), if any. Upon motion of Ms. Wukasch, duly seconded by Mr. Alley, the absence of Commissioner
Tom Mesa was excused.

The Chairman moved to agenda item four, reports by the Administrator and Division Directors, which may
include reports of monthly activities and statistical data for licensing, education, enforcement, technology
usage, recovery trust account and fund activity, and updates on new and ongoing agency activity; questions by
Commissioners to Division Directors regarding issues raised by the monthly activity reports; discussion of
current topics raised by monthly reports; requests by the Commission for additional information or reports from
staff; and introduction of new employees.
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Douglas Oldmixon, Administrator, reported that the new employee manual went into effect on November 1,
2009. In conjunction with the release of the manual, core hours for staff were established and further
reorganization was implemented. The Reception and Communication Services Division was established, with
Lorie DeAnda promoted to Director of this division. Kerri Galvin was hired to fill the position of Director of
Standards and Enforcement Services. Betsy Bird joined the Administration and Management Services division
as the new Public Affairs Specialist. Mr. Oldmixon presented an update on the VERSA conversion, the
NEUBUS scanning project and the testing of the electronic delivery system of licenses. He reported that the
agency was going through a Bottom Up Review (BUR) and over 200 suggestions had been received from staff.
The Commissioners discussed Mr. Oldmixon’s report.

Ms. Jackson, Director of Education and Licensing Services, stated that although the number of applications
received in the reporting month of October 2009 was significantly lower than in 2008, there was a 3.18%
increase in broker licenses issued from an original application. There was an increase in the total number of
licensees for the month of October by 31 licenses over September. Over 350 instructors had taken the “Train the
Trainer” course for the updated Legal and Ethics Courses offered by the Real Estate Center. There was
discussion concerning the approval of an application to teach the Legal and Ethics Courses as a stand alone
course and the approval if the courses were incorporated into another course. There was discussion concerning
the current pass rate for examinations and the possibility of changes to this pass rate. Ms. Jackson reported that
at this time staff was seeking further information and clarification concerning pass rate percentages. There was
discussion concerning the decrease in the number of first year salespersons.

Ms. Galvin, Director of Standards and Enforcement Services, stated that due to information coming out of
the BUR, her division would undergo a complete reorganization. Three different teams would handle
complaints from different geographical areas: Dallas/Fort Worth, Houston, and South/Central/West Texas. A
fourth team would be responsible for all application and moral character determination cases, as well as
alternative dispute resolution of some cases. Each team would consist of one or more attorneys, legal assistants,
administrative personnel and three investigators. There was discussion concerning setting standards for
application review and how subsequent renewals would be handled. Ms. Galvin reported on the current case
activity and the projections for the immediate future, which would be affected by the closing of older, more
complicated cases that are the current focus of the division. There was discussion concerning the hearing
process before the State Office of Administrative Hearings and the agency processes in handling contested
cases.

Mr. Watson, Director of Information and Technology Services, reported on the 11 report and the number of

online transactions on applications which showed a marked increase. There was discussion concerning the
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implementation of the new data system. Mr. Watson stated that the imaging project was in production on a
limited scale. There was discussion concerning this issue.

Ms. Alexander, Director of Staff and Support Services, reported on projected payments from the Recovery
Trust Account. There was discussion regarding the interest of one of the securities in the report and the process
used to purchase securities.

Chairman Eckstrum moved to agenda item five, general comments from visitors. No comments were
offered.

Ms. DeHay, General Counsel and Deputy Administrator, updated the Commission on the Attorney General
Opinion recently received, GA 0748 (2009). She also reported on the ARELLO conference she had attended in
Miami, Florida, in October.

The Chairman moved to agenda item six, executive session to discuss pending litigation pursuant to Texas
Government Code 8§551.071 and, if necessary, to receive legal advice from general counsel on posted agenda
items under Texas Government Code, 8551.071. The executive session began at 11:20 a.m. The meeting
returned to open session at 11:45 a.m.

The Chairman moved to agenda item seven, discussion and possible action to authorize payments from
recovery funds or other action on items considered in executive session. Ms. Bijansky presented the following
recovery fund cases for consideration and possible payment:

RF09-016, Robert McCarthy v. Daryl Claiborne, in the amount of $40,000 in actual damages and

$10,000 in attorney fees. Mr. Day, seconded by Ms. Wukasch, moved to contest payment. The

motion was adopted by unanimous vote.

RF09-024, Steven Santos v. Angelita Garza, in the amount of $36,635.85 in actual damages and

$9,500 in attorney fees. Ms. Hensley, seconded by Mr. Arriaga, moved to authorize payment. The

motion was adopted by unanimous vote.

RF10-002, Martha Malone v. Christopher L. Bodey, in the amount of $9,691 in actual damages and

$400 in attorney fees. Mr. Alley, seconded by Mr. Arriaga, moved to authorize payment. The

motion was adopted by unanimous vote.

The Chairman moved to agenda item eight, discussion and possible action to propose new 22 TAC
8535.93, regarding late applications. Ms. DeHay presented the agenda item for discussion and possible action.
New §535.93 would permit a person with an expired salesperson or broker license to retroactively renew the
previous license if the application to renew was filed less than one year from the expiration of the previous
license. The new rule would require the commission to renew the license in an active status except as provided
by the section. In order to retroactively renew a salesperson’s license on active status, a salesperson applicant

would have to provide certification of sponsorship for the period beginning on the day after the renewal license
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is issued, and otherwise comply with the section. If a salesperson desires to show continuous coverage, he or
she would complete a form with sponsor’s signature indicating coverage from expiration through renewal
issuance. If Mandatory Continuing Education (MCE) requirements are not met prior to the previous license
expiration date, an applicant who wishes to renew the license on active status would be required to pay an
additional $200 fee and complete the MCE not later than the 60" day after the expiration of the previous
license. If the application to renew is filed more than 60 days but less than one year after the previous license
expired and MCE requirements were not met before the license expired, the applicant would be required to pay
a $200 MCE deferral fee, a $250 late reporting fee, complete the MCE, and, if a salesperson, provide
certification of sponsorship for the period in which the license was expired to the day the license issued
(optional), and for the period beginning on the day after the renewal license is issued (required). Ms. DeHay
stated that this rule was to clarify the late renewal rules in response to recent litigation filed against the
Commission in district court.

After discussion, upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the Commission approved
the new rule for proposal and publication in the Texas Register. Mr. Arriaga voted against the motion.

Mr. Eckstrum moved to agenda item ten, discussion and possible action to adopt amendments to 22 TAC
Chapter 543, Rules Relating to the Provisions of the Texas Timeshare Act.

Ms. DeHay presented the amendments and forms for discussion and possible adoption. The amendments to
8543.4 adopt by reference four amended forms, TSR 1-5, 2-5, 3-3, and 8-1. The changes to the forms correct
typographical errors, and TSR 1-5 is amended to be consistent with recent amendments to the Texas Timeshare
Act, Chapter 221, Texas Property Code enacted under SB 1036 during the 81st Legislative Session. The
revisions remove references to the name and address of the person who prepared the operating budget, and
remove language that used to be required in the contract of purchase but is no longer required under SB 1036.
The amendment to §543.5 adds to the list of material violations failure to properly comply with requirements
for filing an assumed name. The amendment to 8543.12 adds subsection (d) to provide a 60-day time period in
which a developer must respond to a request for additional information from TREC in connection with an
application to renew a timeshare plan. New §543.13 provides a process and time period for which developers
must file assumed names with the commission to comply with changes to the Timeshare Act made by SB 1036.
Upon motion of Ms. Wukasch, duly seconded by Mr. Alley, the Commission approved the forms and rules for
adoption and submission to the Texas Register.

The Chairman moved to agenda item nine, discussion and possible action to propose amendments to
8535.208 regarding application for licensure as an inspector.

Ms. Bijansky presented agenda item nine for discussion and possible action. The amendments would better

implement the statutory requirement that applicants for inspector licenses who fail the examination three times
Page 4

Minutes/2009/12-14 minutes.doc
1/20/2010 9:00 AM



must wait six months before reapplying. Currently, applicants may circumvent the six-month wait requirement
by filing a new application after the second failure, so that a third failure is registered as occurring under a
different application. The proposed amendment would prevent applicants from filing a new application while
another application is pending. Mr. Willcox, Inspector Committee, provided information concerning the history
of the rule. Upon motion of Ms. Justice, duly seconded by Ms. Wukasch, the Commission approved the
amendments to 8535.208 for proposal and publication in the Texas Register.

The Chairman moved to agenda item eleven, discussion and possible action to adopt: (a) 22 TAC §535.61
regarding Examinations; (b) 22 TAC 8535.62 regarding Accreditation of Schools and Approval of Courses and
Instructors; and (c) 22 TAC 8535.64 regarding Payment of Annual Fee, Audits, Investigations and Enforcement
Actions. The Chairman referred to previous discussion concerning postponing this agenda item to obtain
information from additional research. Chairman Eckstrum stated that further action would be postponed until
additional information was available.

Chairman Eckstrum moved to agenda items twelve, discussion and possible action regarding
recommendations from the Broker Responsibility Committee; and thirteen, discussion and possible action
regarding recommendations from the Education Committee. Mr. Eckstrum restated that he would be accepting
recommendations for individuals who wished to serve on either of the two committees.

Mr. Eckstrum moved to agenda item fourteen, discussion and possible action to approve the recovery trust
account and inspection recovery fund investment policies under the Public Funds Investment Act. Ms.
Alexander presented the agenda item for discussion and possible action. Upon motion of Ms. Hensley, duly
seconded by Ms. Wukasch, the Commission approved the recovery trust account and inspection recovery fund
investment policies under the Public Funds Investment Act as presented by staff.

Chairman Eckstrum moved to agenda item fifteen, discussion and possible action to approve amendments to
the Seller’s Disclosure Notice. Ms. DeHay presented the agenda item for discussion and possible action. The
81°% Legislature amended this form under amendments to the Property Code §5.008 effective January 1, 2010.
Staff recommended changes to the form consistent with the legislative changes to §5.008 . Upon motion of Ms.
Waukasch, duly seconded by Ms. Justice, the Commission approved the amended form for voluntary use.

The Chairman moved to agenda item sixteen, discussion and possible action regarding rule review for 2010.
Ms. DeHay presented the agenda item for discussion and possible action. Upon motion of Ms. Justice, duly
seconded by Mr. Alley, the Commission approved the scheduled rule review as submitted by staff.

Chairman Eckstrum moved to agenda item seventeen, discussion and possible action to propose the review
of: (a) Chapter 534, General Administration; (b) Chapter 539, Provisions of the Residential Service Company
Act; and (c) Chapter 543, Rules Relating to the Provisions of the Texas Timeshare Act in accordance with the

Texas Government Code, §2001.039. Ms. DeHay presented the agenda item for discussion and possible action.
Page 5

Minutes/2009/12-14 minutes.doc
1/20/2010 9:00 AM



Review of the rules under these chapters will determine whether the reasons for adoption of the rules continue
to exist. During the review process, TREC may also determine that a specific rule may need to be amended to
further refine TRECs legal and policy considerations; whether the rules reflect current TREC procedures; that
no changes to a rule as currently in effect are necessary; or that a rule is no longer valid or applicable. Rules
will also be combined or reduced for simplification and clarity when feasible. Readopted rules will be noted in
the Texas Register Rules Review section without publication of the text. Any proposed amendments or repeal
of a rule or chapter as a result of the review will be published in the Proposed Rules section of the Texas
Register and will be open for an additional 30-day public comment period prior to final adoption or repeal.

Upon motion of Mr. Arriaga, duly seconded by Ms. Hensley, the Commission approved the posting of the
notice of intent to review these chapters in the Texas Register.

Mr. Eckstrum moved to agenda item eighteen, discussion and possible action to schedule future meetings.
After discussion, the next meetings of the Commission were scheduled for February 8, 2010; May 17, 2010;
August 9, 2010 and November 15, 2010. All meetings scheduled would begin at 10:00 a.m. The Chairman
adjourned the meeting at 12:31 p.m.

Patricia Holder, Secretary for the Meeting

APPROVED this the 8th day of February, 2010.

John Eckstrum
Chairman

ATTEST:
Douglas E. Oldmixon
Administrator
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Agenda Item 4

SUMMARY

Provides for excused absences for commission members not in
attendance

STAFF RECOMMENDATION

Approve excused absence as presented.

MOTION

MOVED, that the absence of

for the following dates,

are hereby approved.



STAFF AND COMMITTEE REPORTS

5. Reports by administrator and division directors
which may include reports of monthly activities
and statistical data for licensing, education,
enforcement, technology usage, recovery trust
account and fund activity, and updates on new
and ongoing agency activity; questions by
commissioners to division directors regarding
issues raised by the monthly activities reports;
discussion of current topics raised by monthly
reports; requests by the Commission for
additional information or reports from staff; and
introduction of new employees

PUBLIC COMMENTS

6. General comments from visitors



Staff Reports for December 2009



Texas Real Estate Commission

Monthly Staff Reports

Report Report Description Division Director

C1 Customer Service Statistics Reception and Communications Services Lorie DeAnda
L1 Fiscal Year Comparison Education and Licensing Services Gwen Jackson
L2 Real Estate Licensee Status Education and Licensing Services Gwen Jackson
L3 Examination Statistics Education and Licensing Services Gwen Jackson
L4 Instructor Distribution Education and Licensing Services Gwen Jackson
El Case Status Standards and Enforcement Kerri Galvin
E2 Administrative Orders Standards and Enforcement Kerri Galvin
11 Electronic Information Outlet Statistics Information Technology Services Tom Watson
S1 Agency Financial Statement Staff and Support Services Karen Alexander
S2 Real Estate Recovery Fund Investments - Current Securities Staff and Support Services Karen Alexander
S3 Real Estate Recovery Fund Payments and Repayments Staff and Support Services Karen Alexander
S4 Inspection Recovery Fund Status Staff and Support Services Karen Alexander

Table of Contents



Reception and Communications Services

Customer Service Statistics

December 2009

Prior YTD

RCS Measures Current Month YTD Total Total

Agency Incoming Calls (target - 400,000) 28,886 119,409

Monthly YTD Prior YTD

Communications Incoming Calls Total Total Total

CO Lines 7,722 7,722

TREC 1-800 7,946 7,946

TALCB 1-877 279 279

Total 15,947 64,475 60,442

Monthly YTD Prior YTD

Reception Walk Ins Total Total Total

Licensing 450 450

Education 195 195

Inspector 12 12

Enforcement 21 21

TALCB Licensing 18 18

TALCB Enforcement 5 5

Total 701 701
|Communications E-Mail Current Month YTD Total Prior YTD Total

E-mail Inquiries 512 2,111 3,293

C1 Report




Licensing Services Division

Fiscal Year 2010 - Year to Date

This YTD Last YTD Change
9/09 — 08/10 9/08 — 08709 Count Percent
[Applications Received
Broker Original Applications Received 868 837 31 3.70%
Sales Original Applications Received 3526 3238 288 8.89%
Total Original Applications 4394 4075 319 7.83%
Broker Late Renewal Applications Received 485 571 -86 -15.06%
Sales Late Renewal Applications Received 4468 4601 -133 -2.89%
Total Late Renewal Applications Received 4953 5172 -219 -4.23%
[Licenses Issued from Applications
Broker Licenses from Original Applications 805 775 30 3.87%
Sales Licenses from Original Applications 2870 2694 176 6.53%
Total Licenses from Original Applications 3675 3469 206 5.94%
Broker Licenses from Late Renewal Applications 527 571 -44 -7.71%
Sales Licenses from Late Renewal Applications 2430 2599 -169 -6.50%
Total Licenses from Late Renewal Applications 2957 3170 -213 -6.72%
[Renewal Activity for Expirations
Broker Timely Renewals and Percentage 5,096 85.26% 4,603 77.69% 493 7.57%
Sales Timely (1 year) Renewals and Percentage 1,544 89.52% 3,654 52.27% -2,110 37.25%
Sales Timely (2 year) Renewals and Percentage 11,957 70.56% 10,307 67.70% 1,650 2.86%
Total Timely Renewals from Broker and Sales 18,597 72.88% 18,564 65.97% 33 6.91%

Licensing Education

Fiscal Year Comparison

L1 Report



Licensing Services Division

Licensee and Registrant Status

December 2009

Real Estate Licensees

Dec 08 Jan 09 Feb 09 Mar 09 Apr 09| May 09 Jun 09 Jul 09| Aug 09| Sep 09 Oct 09 Nov 09 Dec 09
Broker Licensees
Individual (Active) 34,218 34,336 34,328 34,375 34,287 34,236 34,184 34,111 34,150 34,139 34,138 34,132 34,131
Corporation (Active) 4,070 4,075 4,085 4,069 4,063 4,061 4,073 4,031 4,024 4,018 4,025 4,030 3,996
LLC (Active) 2,457 2,501 2,533 2,549 2,594 2,625 2,639 2,684 2,708 2,729 2,762 2,791 2,787
Non-resident (Active) 500 500 502 503 498 495 494 492 493 495 492 490 488
Partnership (Active) 2 2 2 2 2 2 2 2 2 2 2 2 2
Total Active Status 41,247 41,414 41,450 41,498 41,444 41,419 41,392 41,320 41,377 41,383 41,419 41,445 41,404
Inactive Status 1,656 1,650 1,653 1,646 1,646 1,638 1,648 1,645 1,659 1,652 1,658 1,664 1,658
Total Brokers 42,903 43,064 43,103 43,144 43,090 43,057 43,040 42,965 43,036 43,035 43,077 43,109 43,062
Sales Licensees
Active Status 77,123 75,833 75,711 75,797 75,637 75,329 74,323 74,244 74,462 74,656 75,000 74,806 74,020
Inactive Status 27,318 28,651 28,241 27,763 27,291 27,032 27,331 26,974 26,721 26,349 26,070 26,102 26,776
Total Sales 104,441 104,484 103,952 103,560 102,928 102,361 101,654 101,218 101,183 101,005 101,070 100,908 100,796
Total Active 118,370 117,247 117,161 117,295 117,081 116,748 115,715 115,564 115,839 116,039 116,419 116,251 115,424
Total Inactive 28,974 30,301 29,894 29,409 28,937 28,670 28,979 28,619 28,380 28,001 27,728 27,766 28,434
Total Brokers & Sales 147,344 147,548 147,055 146,704 146,018 145,418 144,694 144,183 144,219 144,040 144,147 144,017 143,858

Dec 08 Jan 09 Feb 09 Mar 09 Apr 09| May 09 Jun 09 Jul 09| Aug 09| Sep 09 Oct 09 Nov 09 Dec 09

Inspector Licensees

Professional Inspectors 3,605 3,563 3,533 3,462 3,374 3,361 3,323 3,314 3,311 3,311 3,312 3,309 3,329
Real Estate Inspectors 142 139 140 140 137 137 134 136 136 135 138 135 139
Apprentice Inspectors 98 96 90 85 87 88 88 86 86 86 84 84 81
Total Inspectors 3,845 3,798 3,763 3,687 3,598 3,586 3,545 3,536 3,533 3,532 3,534 3,528 3,549

Easement & Right-of-way Registrants
Dec 08 Jan 09 Feb 09 Mar 09 Apr 09| May 09 Jun 09 Jul 09| Aug 09| Sep 09 Oct 09 Nov 09 Dec 09

ERW Registrants

Businesses 35 36 40 39 36 37 39 39 39 38 38 37 36
Individuals 1,856 1,901 1,947 1,969 1,994 1,970 1,960 1,908 1,893 1,835 1,757 1,742 1,713
Total Registrants 1,891 1,937 1,987 2,008 2,030 2,007 1,999 1,947 1,932 1,873 1,795 1,779 1,749

Total Licensees and Registrants
Dec 08 Jan 09 Feb 09 Mar 09 Apr 09| May 09 Jun 09 Jul 09| Aug 09| Sep 09 Oct 09 Nov 09 Dec 09
All Licensees & Registrants 153,080 153,283 152,805 152,399 151,646 151,011 150,238 149,666 149,684 149,445 149,476 149,324 149,156

Licensing Education Licensee and Registrant Status L2 Report



Licensing Services Division

Examination Activity

December 2009

Monthly Results

R. E. Prof.

Salesperson Broker Inspector Inspector

Examinations Passed 753 147 1 20
Examinations Failed 555 66 1 42
Examinations Taken 1,308 213 2 62
Applicants Examined 1,059 185 2 58
1st Time Passed 626 133 1 19
Examination Pass Rate 57.6% 69.0% 50.0% 32.3%
Applicant Pass Rate 71.1% 79.5% 50.0% 34.5%
1st Time Pass Rate 59.1% 71.9% 50.0% 32.8%

Year-to-Date Results
R. E. Prof.

Salesperson Broker Inspector Inspector

Examinations Passed 3,010 557 3 73
Examinations Failed 2,394 252 3 128
Examinations Taken 5,404 809 6 201
Applicants Examined 3,700 619 6 151
1st Time Passed 2,241 439 3 52
Examination Pass Rate 55.7% 68.9% 50.0% 36.3%
Applicant Pass Rate 81.4% 90.0% 50.0% 48.3%
1st Time Pass Rate 60.6% 70.9% 50.0% 34.4%

Licensing Education

Examination Activity

L3 Report



Licensing Services Division

Instructor Distribution

December 2009

Approved Instructor Distribution

Dec 08 Jan 09 Feb 09 Mar 09 Apr 09 May 09 June 09 July 09 Aug 09 Sep 09 Oct 09 Nov 09 Dec 09
MCE Electives Only 2,226 2,242 2,272 2,305 2,343 2,365 2,384 2,408 2,447 2,430 2,409 2,392 2,276
Core and MCE Electives 881 870 873 871 868 869 857 852 844 849 854 857 840
Core, MCE Electives and TREC MCE Legal 6 6 6 6 6 6 6 6 6 7 7 7 5
Core, MCE Electives and TREC MCE Ethics 4 3 3 3 3 3 3 3 3 3 3 3 3
Core, MCE Electives, TREC MCE Legal and Ethics 503 499 498 497 495 492 497 495 499 503 515 521 555
MCE Electives and TREC MCE Legal 1 1 1 1 1 1 1 1 1 1
MCE Electives and TREC MCE Ethics 4 4 4 4 4 4 4 4 4 2 2 2 2
MCE Electives, TREC MCE Legal and Ethics 293 292 291 291 290 290 298 298 293 276 244 233 225
Total Approved Instructors 3,918 3,917 3,948 3,978 4,010 4,030 4,050 4,067 4,097 4,071 4,034 4,015 3,906

Licensing Education Licensee and Registrant Status L4 Report



Case Status

Open at Beginning of the Month
Opened During the Month
Closed During the Month

Open at End of Month

Opened During Month:
Administrative

Public Complaints

Application Investigations
Moral Character Determinations
Non-Jurisdictional Complaints

Closed During Month:
Administrative

Public Complaints

Application Investigations
Moral Character Determinations
Non-Jurisdictional Complaints
Open at End of Month

Enforcement

Enforcement Division Report

DECEMBER 2009

December 2009 YTD

g6 -

220 997

(269) 1,270

77 -

Sep-09] Oct-09] Nov-09] Dec-09] Jan-10] Feb-10 Mar-10| Apr-10] May-10] Jun-10| Jul-10] Aug-10

285 254 238 220
55 43 44 52
98 87 84 57
54 50 40 47
23 22 22 25
55 52 48 39
324 401 276 269
29 35 25 15
118 157 132 154
102 111 51 40
10 41 18 17
65 57 50 43
991 844 806 757

Case Status

E1 Report



Administrative Actions

Enforcement Division

For December 2009

| Name and Location

|| Order

|| Basis for Order |

Wade, Freddie(Houston);
License# 342800

Agreed surrender of broker license in lieu of
further disciplinary action and agreement to
not seek licensure, registration or certification
from the Texas Real Estate Commission for a
minimum of six years, effective December 7,
2009

Freddie Wade was owner of a real estate brokerage and mortgage lending business.
Alma Banks Brown was employed by Mr. Wade as a mortgage consultant and loan
processor. As Mr. Wade's associate, Ms. Brown engaged in the business of a real
estate broker by assisting a buyer in a real estate sales transaction and Mr. Wade
signed a disbursement letter authorizing the title company to share most of his
commission with her, in violation of §81101.652(b)(1),(11),(26)&(27) of the Texas
Occupations Code.

Striegel, James J.(Flower
Mound); License# 482524

Agreed reprimand of salesperson license with
an agreed administrative penalty of $2,000
(neither admitting nor denying), entered
December 28, 2009

the publishing or causing to be published an advertisement, including advertisements by
newspaper, the Internet or display that tends to create a misleading impression
regarding an incentive seller plan, in violation of §1101.652(b)(23) of the Texas
Occupations Code; publishing an advertisement that in any way implies the salesperson
is the person responsible for the operation of a real estate brokerage by not indicating
the licensee salesperson status on a website in violation of TEX. ADMIN. CODE
8§535.154(e); acting negligently or incompetently in the formation of an intermediary
relationship when the licensee represents another party in a real estate transaction
where he is also a principal to the transaction representing himself, in violation of
§1101.559(a) and (b) and §1101.652(b)(1) of the Texas Occupations Code; and failing
to make clear to all parties to a real estate transaction the party for whom the license
holder is acting, in violation of §1101.652(b)(7) of the Texas Occupations Code.

Cossey, Effie Mary(Houston);
License# 584810

Revocation of salesperson license, effective
December 14, 2009

failing within a reasonable time to make good a check issued to the Commission, in
violation of 8§1101.652(a)(4) of the Texas Occupations Code; failing to pay a check
processing fee within 15 days after the Commission has mailed a request for payment,
in violation of 22 TAC 8534.2(a)

Enforcement Division

Administrative Orders E2 Report



Technology Services Division

Electronic Information Outlet Statistics

December 2009

Prior YID

World Wide Web Current Month YTD Total Total
Total Pages Viewed 1,868,353 | 7,966,323 9,220,666

TREC E-Mail Notification List Current Total
Current Subscribers 194,555

Online YTD Online Prior YTD

Online Transactions Total Online Percent Percent Percent
Applications (Performance Measure:70 1100 890 80.9% 81.8% 78.6
Broker Application 135 113 83.7% 85.4% 80.5
Broker Late Renewal Application 139 70 50.4% 50.4% 48.4
Salesperson Application 805 704 87.5% 87.0% 85
Corporate Application 21 3 14.3% 22.2% 28.1
Renewals (Performance Measure 80%) 4293 3780 88.1% 88.9% 85.5
Broker Renewals 1019 904 88.7% 88.8% 89.8
Salesperson SAE Renewal 329 226 68.7% 72.0% 83
Salesperson MCE Renewal 2591 2428 93.7% 93.7% 92.1
Corporate Renewals 129 119 92.2% 91.8% 92.1
Limited Liability Company Renewals 89 81 91.0% 92.5% 91.4
Professional Inspector Renewals 32 7 21.9% 27.9% 25.9
Real Estate Inspector Renewals 0 0 30.0% 12.5
Apprentice Inspector Renewals 0 0 0.0% 50
Easement ROW Business Renewals 3 0 0.0% 25.0% 22.2
Easement ROW Individual Renewals 101 15 14.9% 18.7% 18.6

Information & Technology Services Electronic Information Outlet Statistics 11 Report



Staff & Support Services Division
December 2009
THRU 4TH MONTH OF FISCAL YEAR 2010

FOUR MONTHS $ VARIANCE % VARIANCE
FY 10 4/12 ANNUAL EXPENDITURES OVER(-) OVER(-)

STRATEGIES APPROPRIATION* APPROPRIATION AND A/P** OR UNDER OR UNDER ENCUMBRANCES***
Licensing $ 2,577,699.00 $ 859,233.00 $ 670,454.31 $ 188,778.69 21.97% 263,660.35
Enforcement 1,784,072.00 594,690.67 551,561.11 43,129.56 7.25% 83,822.34
Communication/Information 833,756.00 277,918.67 272,522.14 5,396.53 1.94% 21,532.46
Indirect Administration 1,780,743.13 593,581.04 509,290.48 84,290.56 14.20% 423,085.95
TOTAL $ 6,976,270.13 $ 2,325,423.38 $ 2,003,828.04 $ 321,595.34 13.83% 792,101.10

* Total appropriations have been increased by $26,700 for benefit replacement pay.
In the Licensing strategy, FBI criminal history background check fees in the amount of $152,440.75 have been collected and accrued as a payable
to DPS. Also in the Licensing strategy, subscription fees in the amount of $91,671 have been collected and remitted to the Texas Online vendor.

** Some expenditures are paid at the beginning of the fiscal year, such as computer and software maintenance, worker's compensation premium, etc.

*** |egislative provision requires the encumbrance of all contractual obligations through the end of the fiscal year. This includes items such as office
rent, office equipment leases, or other contractual obligations. Encumbrances are not included in the "Four Months Expenditures and A/P" column.

Staff and Support Services

Agency Financial Statement

S1 Report



Staff & Support Services Division
Real Estate Recovery Trust Account No. 971 Investments

Current Securities
December 2009

Beginning Ending
Purchase Par Purchase Market Additions Market Accrued Maturity
Date Value Price Value Changes Value Interest Description Date
02/24/2006 200,000.00 192,000.00 201,437.50 (687.50) 200,750.00 2,625.00 U.S. T-Notes, 3.50% 02/15/2010
12/21/2004 200,000.00 221,250.00 207,812.50 (1,125.00) 206,687.50 4,312.50 U.S. T-Notes, 5.75% 08/15/2010
11/29/2005 100,000.00 99,750.00 103,468.75 (468.75) 103,000.00 885.42 U.S. T-Notes, 4.25% 10/15/2010
05/28/2009 200,000.00 201,470.30 201,250.00 (500.00) 200,750.00 0.00 U.S. T-Notes, 0.875% 12/31/2010
02/24/2006 100,000.00 102,000.00 105,656.25 (843.75) 104,812.50 1,875.00 U.S. T-Notes, 5.00% 02/15/2011
05/24/2005 300,000.00 318,421.88 323,250.00 (3,375.00) 319,875.00 5,625.00 U.S. T-Notes, 5.00% 08/15/2011
02/28/2007 100,000.00 99,750.00 107,656.25 (1,187.50) 106,468.75 375.00 U.S. T-Notes, 4.50% 11/30/2011
08/29/2007 200,000.00 205,370.92 218,062.50 (2,812.50) 215,250.00 3,656.25 U.S. T-Notes, 4.875% 02/15/2012
02/20/2009 200,000.00 222,000.00 219,250.00 (3,250.00) 216,000.00 791.67 U.S. T-Notes, 4.750% 05/31/2012
12/06/2007 100,000.00 104,750.00 109,281.25 (1,687.50) 107,593.75 1,640.63 U.S. T-Notes, 4.375% 08/15/2012
05/27/2008 100,000.00 101,062.50 106,781.25 (1,718.75) 105,062.50 281.25 U.S. T-Notes, 3.375% 11/30/2012
02/20/2009 200,000.00 219,250.00 216,937.50 (3,875.00) 213,062.50 2,906.25 U.S. T-Notes, 3.875% 02/15/2013
Totals $ 2,000,000.00 $ 2,087,075.60 $ 2,120,843.75 $ (21,531.25) $ 2,099,312.50 $ 24,973.97
Current Cumulative
Receipts: Month Totals
License's Remittances to Recovery Fund $ 14,580.00 $ 6,084,960.08
Interest Realized 875.00 5,949,144.15
Repayments to Recovery Fund (Principal and Interest) 2,119.20 1,087,608.32
Administrative Penalties 2,908.33 689,794.98
Total Received $ 20,482.53 13,811,507.53
Disbursements:
Investments Purchased (Offset by Matured Security) $ 0.00 2,088,651.88
Accrued Interest Purchased 0.00 0.00
Payments from Recovery Fund 117,623.29 11,123,678.86
Rider Disbursements 99.89 13,644.39
Total Disbursed $ 117,723.18 13,225,975.13
Totals (97,240.65) 585,532.40
(Current Month)
Reserved for Investment 0.00
Reserved for Potential Payments Within 90 Days (323,588.00)
Balance 261,944.40

Investment Position: The Fund is capable of meeting all known obligations.
Investment Compliance: The Investment Policy of the Commission has been followed.

Karen Alexander, Investment Officer

Staff and Support Services

Qealrana C Wl

Barbara Kolb, Alternate Investment Officer

Real Estate Recovery Fund Current Investments
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Staff & Support Services Division

Real Estate Recovery Trust Account No. 971 Investments

Payments and Repayments
December 2009

Payment Repayment Admin Penalties Rider Payments Number of
Month-Year Total Total Total Disbursements FY2010-To-Date Payments
December 2008 0.00 835.00 22,750.00 139.44
January 2009 0.00 1,010.75 9,450.00 53.10
February 2009 30,152.28 775.00 3,650.00 1,786.40
March 2009 25,516.81 765.00 5,416.67 0.00
April 2009 15,784.52 765.00 12,000.00 0.00
May 2009 0.00 190.00 3,808.33 86.40
June 2009 12,065.74 766.37 7,808.33 18.70
July 2009 0.00 18,420.82 8,016.66 20.00
August 2009 0.00 999.82 5,550.00 0.00
September 2009 50,000.00 3,387.69 10,846.66 0.00 50,000.00 1
October 2009 141,603.36 792.56 4,250.00 0.00 141,603.36 3
November 2009 0.00 897.20 200.00 38.00 0.00 0
December 2009 117,623.29 2,119.20 2,908.33 99.89 117,623.29 3
392,746.00 31,724.41 96,654.98 2,241.93 309,226.65 7

Fiscal Year

Payment History

# of Payments

Total Payments

thru 1992 345 4,350,190.77
1993 33 384,067.85
1994 31 394,466.36
1995 29 404,449.31
1996 26 385,724.99
1997 20 365,445.94
1998 27 497,406.17
1999 21 568,326.88
2000 18 509,279.95
2001 11 189,405.09
2002 19 561,110.81
2003 11 228,924.68
2004 8 227,794.75
2005 8 236,012.61
2006 22 537,356.93
2007 14 512,774.82
2008 12 373,414.95
2009 5 88,299.35
Total 660 $10,814,452.21

Next 3 Months

Potential Payments™>

323,588.00

Payments

Payment History

600000

500000

400000

300000

200000

100000+

0,

1002
6002

*Potential Payments: Payments could be made in the time periods indicated. Several time/work variables can affect the actual payment dates.

Staff and Support Services

Recovery Fund Payments and Repayments
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Staff & Support Services Division

Real Estate Inspection Recovery Fund No. 0988

Beginning Balance

Receipts:
Licensees' Remittances to Recovery Fund
Interest Realized
Repayments
Administrative Penalties
Total Received in Current Month

Disbursements:
Payments from Recovery Fund
Cash Transfer to General Revenue
Rider Disbursements
Total Disbursed in Current Month

Total

Reserved for Payment within 90 Days

Fund Balance

December 2009

Monthly Activity

Beginning Current Cumulative
Balance Month Totals
$ 629,037.38 $ $ 629,037.38
$ 1,700.00
987.25
533.00
0.00

$ 3,220.25
$ 0.00
0.00
0.00

$ 0.00

$ 632,257.63

(14,266.00)

617,991.63

Investment Position: The Fund is capable of meeting all known obligations.
Investment Compliance: The Investment Policy of the Commission has been followed.

PWaoe 2L yor Lo

Payment History

Fiscal Number of Total
Year Payments Payments
thru 1992 2 $ 4,309.26
1993 2 15,000.00
1994 5 31,473.40
1995 4 25,668.83
1996 2 7,500.00
1997 1 7,500.00
1998 4 30,000.00
1999 1 7,500.00
2000 6 45,000.00
2001 0 0.00
2002 2 15,000.00
2003 1 7,500.00
2004 4 32,523.96
2005 5 28,567.39
2006 5 49,837.11
2007 1 12,500.00
2008 0 0.00
2009 1 12,500.00
2010 YTD 1 5,000.00
Total I$ 337,379.95 |

Karen Alexander, Investment Officer

Staff Support Services

Barbara Kolb, Alternate Investment Officer

Inspection Recovery Fund
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EXECUTIVE SESSION

/. Executive session to discuss pending litigation
pursuant to Texas Government Code
§551.071 and if necessary, to receive legal
advice from general counsel on posted agenda
items under Texas Government Code,
§§551.071

POSSIBLE ACTION ON MATTERS FROM
EXECUTIVE SESSION

8. Discussion and possible action to authorize
settlement of recovery fund claims or take
other action on items considered in executive
session



A
RULE REVIEW

9. Discussion and possible action regarding schedule
of rule review for 2010



Agenda Item 9

SUMMARY

At the December meeting of the Commission staff submitted a rule
review schedule for the upcoming year. It was approved. Staff has
amended the schedule to allow the review of all rules during 2010. Staff
Is seeking approval for the revised review schedule.

STAFF RECOMMENDATION
Approve the review schedule.

MOTION

MOVED, that the Commission approves the scheduled rule review as
submitted by staff.



Approved at December 14, 2009 meeting

RULE REVIEWS FOR 2010

December 2009 | Feb. 8, 2010 May 17, 2010 Aug. 9, 2010 Nov. 15, 2010
Propose review Consider Conclude review
of Chapters 534, | comments on of Chapters 534,
539, 543 Chapters 534, 539, 543
539, 543

Propose review Consider Conclude review

of Chapters 531, | comments on of Chapters 531,

533, 537 Chapters 531, 533, 537

533, 537
22 TAC Chapter 534: General Administration.
22 TAC Chapter 539: Provisions of The Residential Service Company Act.
22 TAC Chapter 543: Rules Relating to the Provisions of The Texas Timeshare Act.
22 TAC Chapter 531: Canons of Professional Ethics and Conduct for Real Estate
Licensees.

22 TAC Chapter 533: Practice and Procedure.
22 TAC Chapter 537: Professional Agreements and Standard Contracts.

Agenda Item 16

Page 1




TEXAS

REAL ESTATE COMMISSION

DouGLAS E. OLDMIXON, ADMINISTRATOR

2010 TREC RULE REVIEW

Commission December 14, February 8, 2010 | May 17, 2010 August 9, 2010 November 15,
Meeting Dates 2009 2010
Chapters Propose review of | Consider Conclude review
534, 539, 543 Chapters 534, comments and and potential rule
539, 543 potential rule revisions
revisions of adoption of
Chapters 534, Chapters 534,
539, 543 539, 543
Chapters 531, Propose review Consider Conclude review
533, 537, 541 of Chapters 531, comments and and potential rule
533, 537, 541 potential rule revisions
revisions of adoption of
Chapters 531, Chapters 531,
533, 537, 541 533, 537, 541
Chapter 535 Propose review Consider Conclude review
of Chapter 535 comments and and potential rule
potential rule revisions
revisions of adoption of
Chapter 535 Chapter 535

22 TAC Chapter 531:
22 TAC Chapter 533:
22 TAC Chapter 534:
22 TAC Chapter 535:
22 TAC Chapter 537:
22 TAC Chapter 539:
22 TAC Chapter 541:

22 TAC Chapter 543: Rules Relating to the Provisions of the Texas Timeshare Act

Contact:

General Provisions

Practice and Procedure

General Administration

Ms. Loretta DeHay, TREC General Counsel

general.counsel@trec.state.tx.us
512-465-3966

Professional Agreements and Standard Contracts

Provisions of the Residential Service Company Act

*subject to final approval at the February 8, 2010 Commission Meeting

Canons of Professional Ethics and Conduct for Real Estate Licensees

Rules Relating to the Provisions of the Texas Occupations Code, Chapter 53

P.O. Box 12188 Austin, Texas 78711-2188 e 1101 Camino La Costa Austin, Texas 78752
512-459-6544 e 800-250-TREC e www.trec.state.tx.us




RULE REVIEW

10. Discussion and possible action to propose
the review of:

a. 22 TAC Chapter 531, Canons of
Professional Ethics and Conduct for Real
Estate Licensees

b. 22 TAC Chapter 533, Practice and
Procedure

c. 22 TAC Chapter 537, Professional
Agreements and Standard Contracts

d. 22 TAC Chapter 541, Rules Relating to
the Provisions of the Texas Occupations
Code, Chapter 53



Agenda Item 10

SUMMARY
The Texas Real Estate Commission (TREC) proposes to review Chapter
531, Canons of Professional Ethics and Conduct for Real Estate Licensees;
Chapter 533, Practice and Procedure; Chapter 537, Professional
Agreements and Standard Contracts and Chapter 541, Rules Relating to
the Provisions of the Texas Occupations Code, Chapter 53 in accordance
with the Texas Government Code, §2001.039.

STAFF RECOMMENDATION
Approve the proposed review.

MOTION
MOVED, that the Commission approves the review of Chapter 531,
Canons of Professional Ethics and Conduct for Real Estate Licensees;
Chapter 533, Practice and Procedure; Chapter 537, Professional
Agreements and Standard Contracts and Chapter 541, Rules Relating to
the Provisions of the Texas Occupations Code, Chapter 53, as submitted by
staff.



Agenda Item 10 (a)-(d)

TITLE 22. EXAMINING BOARDS
Part XXIIl. Texas Real Estate Commission

Chapter 531. Canons of Professional Ethics and Conduct for Real Estate Licensees.

Chapter 533. Practice and Procedure.

Chapter 537. Professional Agreements and Standard Contracts.

Chapter 541. Rules Relating to the Provisions of the Texas Occupations Code,
Chapter 53.

Notice of Proposed Review of Rules

The Texas Real Estate Commission (TREC) proposes to review Chapter 531, Canons of Professional
Ethics and Conduct for Real Estate Licensees; Chapter 533, Practice and Procedure; Chapter 537,
Professional Agreements and Standard Contracts and Chapter 541. Rules Relating to the Provisions
of the Texas Occupations Code, Chapter 53 in accordance with the Texas Government Code,
§2001.039.

Review of the rules under these chapters will determine whether the reasons for adoption of the rules
continue to exist. During the review process, TREC may also determine that a specific rule may
need to be amended to further refine TREC’s legal and policy considerations; whether the rules
reflect current TREC procedures; that no changes to a rule as currently in effect are necessary; or
that a rule is not longer valid or applicable. Rules will also be combined or reduced for
simplification and clarity when feasible. Readopted rules will be noted in the Texas Register’s Rules
Review section without publication of the text. Any proposed amendments or repeal of a rule or
chapter as a result of the review will be published in the Proposed Rules section of the Texas
Register and will be open for an additional 30-day public comment period prior to final adoption or
repeal.

TREC invites comments during the review process for 30 days following the publication of this
notice in the Texas Register. Any questions or comments pertaining to this notice of intention to
review should be directed to Loretta R. DeHay, General Counsel, Texas Real Estate Commission.
P.O. Box 12188, Austin, Texas 78711-2188 or e-mail to general.counsel@trec.state.tx.us within 30
days of publication.

Issued in Austin, Texas on December 14, 2009.

Agenda Item 10 (a)-(d) Page 1



RULES OF THE TEXAS

§531

REAL ESTATE COMMISSION

CHAPTER 531 CANONS OF PROFESSIONAL ETHICS AND
CONDUCT FOR REAL ESTATE LICENSEES

8531.1. Fidelity. [Adopted January 1, 1976;
amended February 23, 1998] A real estate
broker or salesperson, while acting as an agent
for another, is a fiduciary. Special obligations are
imposed when such fiduciary relationships are
created. They demand:

(1) that the primary duty of the real estate
agent is to represent the interests of the agent’s
client, and the agent’s position, in this respect,
should be clear to all parties concerned in a real
estate transaction; that, however, the agent, in
performing duties to the client, shall treat other
parties to a transaction fairly;

(2) that the real estate agent be faithful and
observant to trust placed in the agent, and be
scrupulous and meticulous in performing the
agent’s functions;

(3) that the real estate agent place no
personal interest above that of the agent’s client.

8531.2. Integrity. [Adopted January 1, 1976;
amended February 23, 1998] A real estate
broker or salesperson has a special obligation to
exercise integrity in the discharge of the
licensee’s responsibilities, including employment
of prudence and caution so as to avoid
misrepresentation, in any wise, by acts of
commission or omission.

8531.3. Competency. [Adopted January 1,
1976; amended February 23, 1998] It is the
obligation of a real estate agent to be
knowledgeable as a real estate brokerage
practitioner. The agent should:

(1) be informed on market conditions
affecting the real estate business and pledged to
continuing education in the intricacies involved in
marketing real estate for others;

(2) be informed on national, state and local

issues and developments in the real estate
industry; and

(3) exercise judgment and skill in the
performance of the work.
88531.10-531.17. Minimum  Appraisal

Standards. [Repealed March 1, 1991]

8531.18. Consumer Information Form 1-1.
[Adopted February 1, 1990; amended November
1, 1991; Ref: §1101.202(a)(2)]

(a) The Texas Real Estate Commission adopts
by reference Consumer Information Form 1-1
approved by the Texas Real Estate Commission
in 1991. This document is published by and

available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188.

(b) Each real estate inspector or active real
estate broker licensed by the Texas Real Estate
Commission shall display Consumer Information
Form 1-1 in a prominent location in each place of
business the broker or inspector maintains.

8531.19. Discriminatory Practices. [Adopted
February 19, 1990; Ref: AG OP.JM-1093] No real
estate licensee shall inquire about, respond to or
facilitate inquiries about, or make a disclosure
which indicates or is intended to indicate any
preference, limitation or discrimination based on
the following: race, color, religion, sex, national
origin, ancestry, familial status, or handicap of
an owner, previous or current occupant,
potential purchaser, lessor, or potential lessee of
real property. For the purpose of this section,
handicap includes a person who had, may have
had, has, or may have AIDS, HIV-related
illnesses, or HIV infection as defined by the
Centers for Disease Control of the United States
Public Health Service.



RULES OF THE TEXAS

§8533.1-.2(a)

REAL ESTATE COMMISSION

CHAPTER 533 PRACTICE AND PROCEDURE
(Ref: Texas Government Code, Chapter 2001)

§8533.1.-533.30 Practice and Procedure.
[Repealed December 29, 1998]

8533.1. Definitions. [Adopted December 30,
2007] The following words and terms, when used
in this chapter, have the following meanings,
unless the context clearly indicates otherwise.

(1) ADR—Alternative dispute resolution.

(2) ADR Administrator--The trained
coordinator in the commission office designated
by the commission to coordinate and oversee the
ADR procedures which may include conducting
mediations. The ADR Administrator shall serve as
a resource for ADR training and shall collect data
concerning the effectiveness of the ADR
procedures.

(3) Administrator—The Administrator of the
Texas Real Estate Commission.

(4) ALJ--Administrative law judge employed
by the State Office of Administrative Hearings.

(5) Alternative Dispute Resolution (ADR)
Procedures--Alternatives to judicial forums or
administrative agency contested case

proceedings for the voluntary settlement of
contested matters through the facilitation of an
impartial third party.

(6) APA--The Administrative Procedure Act
(Texas Government Code, Chapter 2001).

(7) Applicant--Any person seeking a license,
certificate, registration, approval or permit from
the commission.

(8) Commission--The Texas Real Estate

Commission.

(9) Complainant--Any person who has filed a
complaint with the commission against any
person whose activities are subject to the
jurisdiction of the commission.

(10) Contested case or proceeding--A
proceeding in which the legal rights, duties, or
privileges of a party are to be determined by the
commission and/or administrator after an
opportunity for adjudicative hearing.

(11) Final decision maker--The commission
and/or the administrator, both of whom are

authorized to render the final decision in a
contested case.
(12) Judge--Administrative law judge

employed by the State Office of Administrative
Hearings.

(13) License--The whole or
commission registration,

part of any
license, certificate,

approval, permit, or similar form of permission
required or permitted by law.

(14) Mediator--The commission employee or
other state employee who presides over ADR
proceedings regardless of which ADR method is
utilized.

(15) Party--A person admitted to participate
in a case before the final decision maker.

(16) Person--Any individual, partnership,
corporation, or other legal entity, including a
state agency or governmental subdivision.

(17) Pleading--A written document submitted
by a party, or a person seeking to participate in
a case as a party, which requests procedural or
substantive relief, makes claims, alleges facts,
makes legal argument, or otherwise addresses
matters involved in the case.

(18) Private Mediator--A person in the
mediation profession who is not a Texas State
employee and who has met all the qualifications
prescribed by Texas law for mediators.

(19) Respondent--Any person, licensed or
unlicensed, who has been charged with violating
a law establishing a regulatory program
administered by the commission or a rule or
order issued by the commission.

(20) Rule--Any commission statement of
general applicability that implements, interprets,
or prescribes law or policy, or describes the
procedure or practice requirements of the
commission and is filed with the Texas Register.

(21) SOAH--State Office of Administrative
Hearings.

8533.2. Purpose
December 30, 2007]

(a) Purpose. Unless otherwise provided by
statute or by the provisions of this subchapter,
this subchapter will govern the institution and
final conclusion of proceedings followed in
handling all adjudicative matters under the APA.
Once the commission files the Request to Docket
Case form with SOAH, SOAH acquires jurisdiction
over a contested case, and a hearing conducted
by SOAH on a contested case proceeding
pending before the commission is governed by
SOAH's rules of procedure. In the case of a
conflict with rules in this chapter, SOAH’s rules,
1 TAC Chapter 155, control after the filing of the
Request to Docket Case form and until after final
amendments or corrections to the proposal for
decision.

and Scope. [Adopted



§8533.2(b)-.4(b)

(b) Scope. These rules govern the institution,
conduct, and determination of adjudicative
proceedings required or permitted by law,
whether instituted by the commission or by the
filing of an application, claim, complaint, or any
other pleading. These rules shall not be
construed so as to enlarge, diminish, modify, or
otherwise alter the jurisdiction, powers, or
authority of the commission, the administrator,
or the substantive rights of any person or
agency.

8533.3. Filing and Notice.
December 30, 2007]

(a) The commission shall provide notice to all
parties in accordance with the APA §2001.052,
Chapters 1101 and 1102, Texas Occupations
Code, and the following:

[Adopted

(1) If, after investigation of a possible
violation and the facts surrounding that
possible violation, the commission determines
that a violation has occurred, the commission
shall issue a written Notice of Alleged Violation.

(2) The Notice of Alleged Violation shall
include:

(A) a brief summary of the alleged
violation(s);

(B) a statement of the amount of the
penalty and/or sanction recommended; and

(C) a statement of the right of the
Respondent to a hearing.

(3) The commission shall base the
recommendation on the factors set forth in this
chapter.

(b) Not later than the 20th day after the date
on which the notice is received, the Respondent
may accept the determination of the
commission, including the recommended
penalty and/or sanction, or make a written
request for a hearing on that determination.

(c) Upon receipt of a written request for
hearing, the commission shall submit a Request
for Docket Case form to SOAH accompanied by
legible copies of all pertinent documents,
including but not limited to the Notice of
Hearing or other document describing the
agency action giving rise to a contested case.
In accordance with 1 TAC §8155.9, the
commission shall request one or more of the
following actions on the Request to Docket
Case form:

(1) Setting of hearing;

(2) Assignment of an administrative law
judge; and/or

(3) Setting of alternative dispute

resolution proceeding, including but not limited
to mediated settlement conference, mediation,
or arbitration.

(d) The original of all pleadings and other
documents requesting action or relief in a
contested case, shall be filed with SOAH once it
acquires jurisdiction. Pleadings, other
documents, and service to SOAH shall be
directed to: Docketing Division, State Office of
Administrative Hearings, 300 West 15th Street,
Room 504, P.O. Box 13025, Austin, Texas
78711-3025. The time and date of filing shall
be determined by the file stamp affixed by
SOAH. Unless otherwise ordered by the judge,
only the original and no additional copies of any
pleading or document shall be filed. Unless
otherwise provided by law, after a proposal for
decision has been issued, originals of
documents requesting relief, such as exceptions
to the proposal for decision or requests to
reopen the hearing, shall be filed with the
commission’s administrator and/or commission
as well as the commission's Enforcement
Division, P.O. Box 12188, Austin, Texas 78711;
1101 Camino La Costa, Austin Texas; or by
facsimile mail at (512)465-3962 if the
documents contain 20 or fewer pages including
exhibits. Filings may be made until 5:00 p.m.
on business days. Copies shall be filed with
SOAH.

(e) If a real estate salesperson is a
respondent, the commission also will notify the
salesperson’s sponsoring broker of the hearing.
If an apprentice inspector or real estate
inspector is a respondent, the commission also
will notify the sponsoring professional inspector
of the hearing.

() Any document served upon a party is
prima facie evidence of receipt if it is directed
to the party’s last known complete, correct
address as shown by the commission’s records.
This presumption is rebuttable. Failure to claim
properly addressed certified or registered mail
will not support a finding of nondelivery.

8533.4.
Attend Hearing and Default.
December 30, 2007]

(a) If, within twenty days after receiving a
Notice of Alleged Violation, the Respondent fails
to accept the commission’s determination and
recommended administrative penalty and/or
sanction, or fails to make a written request for
a hearing on the determination, the
commission shall enter a default order against
the Respondent, containing findings of fact and
conclusions of law.

(b) After receiving a notice proposing
disapproval of an application an Applicant may

Failure to Answer, Failure to
[Adopted



request a hearing in writing within twenty days
of receipt of the notice or forfeit the right to a
hearing unless otherwise provided by applicable
law.

(c) The commission may delegate to the
administrator the commission’s authority to act
under Texas Occupations Code 8§1101.704(b)
and subsection (a) of this section.

(d) 1 TAC 8155.55 (SOAH rules) applies where
a Respondent fails to appear on the day and time
set for administrative hearing. In that case, the
commission’s staff may move either for dismissal
of the case from SOAH’s docket or for the
issuance of a default proposal for decision by the
judge.

8533.5. The Adjudicative Hearing Record.
[Adopted December 30, 2007]

(a) On the written request by a party to a
case or on request of the judge, a written
transcript of all or part of the proceedings shall
be prepared. The cost of the transcript is borne
by the requesting party. This section does not
preclude the parties from agreeing to share the
costs associated with the preparation of a
transcript. If only the judge requests a
transcript, costs will be assessed to the
Respondent(s) or Applicant(s), as appropriate.

(b) Any party who needs a certified language
interpreter for presentation of its case shall be
responsible for requesting the services of an
interpreter. The requesting party shall be
responsible for making arrangements with a
certified language interpreter once a request is
made. The cost of the certified language
interpreter shall be borne by the party requiring
the interpreter’s services.

8533.6. Filing of Exceptions and Replies.
[Adopted December 30, 2007]

(a) Any party of record who is adversely
affected by the proposal for decision of the judge
shall have the opportunity to file exceptions and
a brief to the proposal for decision within 15
days after the date of service of the proposal for
decision.

(b) A reply to the exceptions may be filed by
the other party within 15 days of the filing of the
exceptions.

(c) Exceptions and replies shall be filed with
the judge with copies served on the opposing
party. The proposal for decision may be
amended by the judge pursuant to the excep-
tions, replies, or briefs submitted by the parties
without again being served on the parties.
8533.7. Proposals for

Decision. [Adopted

8§8533.4(b)-.8(")
December 30, 2007]

(a) Proposed decisions shall be brought before
the commission for final decision.

(b) The proposal for decision may be acted on
by the commission after the expiration of 10 days
after the filing of replies to exceptions to the
proposal for decision or upon the day fol-lowing
the day exceptions or replies to excep-tions are
due if no such exceptions or replies are filed.

(c) It is the policy of the commission to change
a finding of fact or conclusion of law in a proposal
for decision or to vacate or modify the proposed
order of a judge when, the commission
determines:

(1) that the judge did not properly apply or
interpret applicable law, agency rules, written
policies provided by staff or prior administrative
decisions;

(2) that a prior administrative decision on
which the judge relied is incorrect or should be
changed; or

(3) that a technical error in a finding of fact
should be changed.

8533.8. Final Orders, Motions for Rehearing,
and Emergency Orders. [Adopted December 30,
2007]

(a) Unless otherwise authorized under §533.13
(f) of this chapter, a final order in a contested
case shall be in writing and shall be signed by the
presiding officer of the commission. Final orders
shall include findings of fact and conclusions of law
separately stated.

(b) If the commission modifies, amends, or
changes a proposal for decision, the order shall
reflect the commissions changes as stated in the
record of the meeting and state the specific
reason and legal basis for the changes made
according to 8533.7(c) of this chapter.

(c) A party notified by mail of a final decision
or order shall be presumed to have been notified
on the third day after the date on which the notice
is mailed.

(d) The timely filing of a motion for rehearing
is a prerequisite to appeal.

(e) Motions for rehearing are controlled by
Texas Government Code 82001.145 and
§2001.146.

(f) If the commission and/or the administrator
find that an imminent peril to the public health,
safety, or welfare requires immediate effect of a
final decision or order, that finding shall be recited
in the decision or order as well as the fact that the
decision or order is final and effective on the date
signed, in which event the decision or order is
final and appealable on the date signed and no
motion for rehearing is required as a prerequisite
for appeal.
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(g) A petition for judicial review must be
filed in a District Court of Travis County Texas
within 30 days after the order is final and
appealable, as provided by Government Code,
Title 10, Subtitle A, Chapter 2001.A party filing
a petition for judicial review must also comply
with the requirements of Texas Occupations
Code, §1101.707.

(h) If, after judicial review, the penalty is
reduced or not assessed, the administrator
shall remit to the person charged the
appropriate amount, plus accrued interest if the
penalty has been paid, or shall execute a
release of the bond if a supersedeas bond has
been posted. The accrued interest on amounts
remitted by the administrator under this
subsection shall be paid at a rate equal to the
rate charged on loans to depository institutions
by the New York Federal Reserve Bank, and
shall be paid for the period beginning on the
date that the assessed penalty is paid to the
commission and ending on the date the penalty
is remitted.

8533.20. Informal Proceedings. [Adopted
December 30, 2007]

(a) Informal disposition of any contested
case involving a licensee or an applicant for li-
censure may be made through an informal
conference pursuant to Texas Occupations
Code §1101.660.

(b) The commission and the respondent or
applicant may enter into an agreed order with-
out first engaging in an informal conference
under this subchapter.

(c) A licensee or applicant may request an
informal conference; however, the decision to
hold a conference shall be made by the Director
of Enforcement.

(d) An informal conference shall be
voluntary and shall not be a prerequisite to a
formal hearing.

(e) An informal conference may be con-
ducted in person, or by electronic, telephonic,
or written communication.

() The Director of Enforcement or the
director’s designee shall decide upon the time,
date and place of the informal conference, and
provide written notice to the licensee or
applicant. Notice shall be provided by certified
mail no less than ten days prior to the date of
the conference to the permanent mailing
address of the licensee or applicant. The ten
days shall begin on the date of mailing. The
licensee or applicant may waive the ten-day
notice requirement.

(g) A copy of the commission’s rules con-
cerning informal conferences shall be enclosed
with the notice of the informal conference. The
notice shall inform the licensee or applicant of

the following:

(1) that the licensee or applicant may be
represented by legal counsel;

(2) that the licensee or applicant may
offer documentary evidence as may be appro-
priate;

(3) that at least one public member of
the commission shall be present;

(4) that two staff members, including
the staff attorney assigned to the case, with
experience in the regulatory area that is the
subject of the proceedings shall be present;

(5) that the licensee's or applicant's
attendance and participation is voluntary; and

(6) that the complainant involved in the
alleged violations may be present.

(h) The notice of the informal conference
shall be sent to the complainant at his or her
last known address. The complainant shall be
informed that he or she may appear in person
or may submit a written statement for consid-
eration at the informal conference.

(i) The conference shall be informal and
need not follow the procedures established in
this chapter for contested cases and formal
hearings.

(i) The licensee or applicant, the licensee's
or applicant's attorney, the commission
member, and the staff attorney may question
the respondent or complainant, make relevant
statements, present statements of persons not
in attendance, and present such other evidence
as may be appropriate.

(k) The staff attorney assigned to the case
shall attend each informal conference. The
commission member or other staff member
may call upon the attorney at any time for as-
sistance in the informal conference.

() No formal record of the proceedings of
the informal conference shall be made or
maintained.

(m) The complainant may be excluded from
the informal conference except during the
complainant’s oral presentation. The licensee or
applicant, the licensee's or applicant's attorney,
and commission staff may remain for all
portions of the informal conference, except for
consultation between the commission member
and commission staff.

(n) The complainant shall not be considered
a party in the informal conference but shall be
given the opportunity to be heard if the
complainant attends. Any written statement
submitted by the complainant shall be reviewed
at the conference.

(o) At the conclusion of the informal
conference, the commission member or staff



attorney may propose an informal settlement of
the contested case. The proposed settlement
may include administrative penalties or any
disciplinary action authorized by the Act. The
commission member or staff attorney may also
recommend that no further action be taken.

(p) The licensee or applicant may either
accept or reject the settlement
recommendations at the conference. If the
recommendations are accepted, an agreed
order shall be prepared by the staff attorney
and forwarded to the licensee or applicant. The
order shall contain agreed findings of fact and
conclusions of law. The licensee or applicant
shall execute the order and return the signed
order to the commission within ten days of his
or her receipt of the proposed agreed order. If
the licensee or applicant fails to return the
signed order within the stated time period, the
inaction shall constitute rejection of the
settlement recommendation.

(q) If the licensee or applicant rejects the
proposed settlement, the matter shall be
referred to the Director of Enforcement for
appropriate action.

(r) If the licensee or applicant signs and
accepts the recommendation, the agreed order
shall be submitted to the administrator for
approval.

(s) If the administrator does not approve a
proposed agreed order, the licensee or
applicant shall be so informed and the matter
shall be referred to the Director of Enforcement
for other appropriate action.

(t) A licensee's opportunity for an informal
conference under this subchapter shall satisfy
the requirement of the APA, §2001.054(c).

(u) The commission may order a license
holder to pay a refund to a consumer as
provided in an agreement resulting from an
informal conference instead of or in addition to
imposing an administrative penalty. The
amount of a refund ordered as provided in an
agreement resulting from an informal
conference may not exceed the amount the
consumer paid to the license holder for a
service regulated by the Act and this title. The
commission may not require payment of other
damages or estimate harm in a refund order.

8533.30. Alternative Dispute Resolution
Policy. [Adopted December 30, 2007] It is the
commission’s policy to encourage the fair and
expeditious resolution of all contested matters
through voluntary settlement procedures. The
commission is committed to working with all
parties to achieve early settlement of contested
matters.

§8533.20(0)-.33(b)

8§533.31.8533.39. Practice and Procedure.
[Repealed December 30, 2007]

8533.31. Referral of Contested Matter for
Alternative Dispute Resolution Procedures.
[Adopted December 30, 2007] The
commission’s Director of Enforcement or
Human Resources Office, on behalf of the
commission, may seek to resolve a contested
matter through negotiation or mediation
involving all parties and if so, shall refer the
matter for mediation in accordance with
8533.34 of this chapter (Relating to
Commencement of ADR).
8533.32. Appointment of Mediator.
[Adopted December 30, 2007]

(a)For each matter referred for ADR
procedures, the ADR Administrator shall
mediate or assign another commission
mediator unless the parties agree upon the use
of another agency’s mediator or private
mediator. The ADR Administrator may assign a
substitute or additional mediator to a
proceeding as the ADR Administrator deems
necessary.

(b) A private mediator may be hired for
commission ADR procedures provided that:

(1) the parties unanimously agree to
use a private mediator;

(2) the parties unanimously agree to the
selection of the person to serve as the
mediator; and

(3) the mediator agrees to be subject to
the direction of the commission’s ADR
Administrator and to all time limits imposed by
the Administrator, statute or regulation.

(c) If a private mediator is used, the costs
for the services of the mediator shall be
apportioned equally among the parties, unless
otherwise agreed upon by the parties, and shall
be paid directly to the mediator.

(d) All mediators in commission mediation
proceedings shall subscribe to the ethical
guidelines for mediators adopted by the ADR
Section of the State Bar of Texas.
8533.33. Qualifications of Mediators.
[Adopted December 30, 2007]

(a) A commission mediator will receive at a
minimum 40 hours of formal training in ADR
procedures through a program approved by the
commission’s administrator.

(b) SOAH mediators, employees of other
agencies who are mediators, and private pro
bono mediators, may be assigned to contested
matters as needed.
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(1) Each mediator shall first have received
40 hours of Texas mediation training as prescribed
by Texas law.

(2) Each mediator shall have
expertise in the area of the contested matter.

(3) If the mediator is a SOAH judge, that
person will not also sit as the judge for the case if
the contested matter goes to public hearing. If the
mediator is an employee of the commission and
dispute does not settle, that mediator will not
have any further contact or involvement
concerning the disputed matter.

some

8533.34. Commencement of ADR. [Adopted
December 30, 2007]

(a) The commission encourages resolution of
disputes at any time; however, ADR procedures
may begin, at the discretion of the Director of
Enforcement or the Human Resources Office,
anytime after the commission anticipates initiation
of an adverse action against an applicant,
respondent, or employee. The commission may
issue a Notice of Mediation along with a Notice of
Alleged Violation or along with a notice of a
proposed denial of licensure or opportunity to take
an examination. Prior to the submission of a
Request for Docket Case form to SOAH, and with
agreement of all parties, the ADR Administrator
may schedule mediation upon any party’s request.

(b) A commission employee, subsequent to
appealing a personnel action to the appropriate
commission Division Director in accordance with
the commission’s Personnel Manual and without
having obtained satisfaction, may request
approval of mediation from the Human Resources
Office.

(c) Upon unanimous motion of the parties and
at the discretion of the administrative law judge,
the provisions of this section may apply to
contested case hearings. In such cases, it is within
the discretion of the judge to continue the hearing
to allow the use of ADR procedures.

8533.35 Stipulations. [Adopted December 30,
2007] When the ADR procedures do not result in
the full settlement of a matter, the parties in
conjunction with the mediator, may limit the
contested issues through the entry of written
stipulations. Such stipulations shall be forwarded
or formally presented to the administrative law
judge assigned to conduct the contested case
hearing on the merits and shall be made part of
the hearing record.

8533.36. Agreements. [Adopted December 30,
2007] All agreements between or among parties
that are reached as a result of ADR must be
committed to writing and will have the same force
and effect as a written contract.

8533.37. Confidentiality. [Adopted December

30, 2007]

(a) Except as provided in subsections (c) and
(d) of this section, a communication relating to
the subject matter made by a participant in an
ADR procedure, whether before or after the
institution of formal ADR proceedings, is
confidential, is not subject to disclosure, and may
not be used as evidence in any further proceeding.

(b) Any notes or record made of an ADR
procedure are confidential, and participants,
including the mediator, may not be required to
testify in any proceedings relating to or arising out
of the matter in dispute or be subject to process
requiring disclosure of confidential information or
data relating to or arising out of the matter in
dispute.

(c) An oral communication or written material
used in or made a part of an ADR procedure is
admissible or discoverable only if it is admissible
or discoverable independent of the procedure.

(d) If this section conflicts with other legal
requirements for disclosure of communications or
materials, the issue of confidentiality may be
presented to the judge to determine, in camera,
whether the facts, circumstances, and context of
the communications or materials sought to be
disclosed warrant a protective order or whether
the communications or materials are subject to
disclosure.

(e) AIll communications in the mediation
between parties and between each party and the
mediator are confidential. No shared information
will be given to the other party unless the party
sharing the information explicitly gives the
mediator permission to do so. Material provided to
the mediator will not be provided to other parties
and will not be filed or become part of the
contested case record. All notes taken during the
mediation conference will be destroyed at the end
of the process.

8533.40. Negotiated Rulemaking.
December 30, 2007]

(a) It is the commission’s policy to employ

[Adopted

negotiated rulemaking procedures when
appropriate. When the commission is of the
opinion that proposed rules are likely to be

complex, or controversial, or to affect disparate
groups, negotiated rulemaking will be considered.

(b) When negotiated rulemaking is to be
considered, the commission will appoint a
convener to assist it in determining whether it is
advisable to proceed. The convener shall have the
duties described in Texas Government Code,
Chapter 2008, and shall make a recommendation
to the administrator to proceed or to defer
negotiated rulemaking. The recommendation shall
be made after the convener, at a minimum, has
considered all of the items enumerated in Texas
Government Code, 82008.052(c).

(c) Upon the convener’'s recommendation to
proceed, the commission shall initiate negotiated
rulemaking according to the provisions of Texas
Government Code, Chapter 2008.
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CHAPTER 537 PROFESSIONAL AGREEMENT AND STANDARD CONTRACTS (Ref: §1101.155)
Professional Agreements

8537.1. Statement of Principles by the State
Bar of Texas and the Texas Real Estate
Commission. [Repealed January 3, 1983]

8537.2. Special Advisory Committee on
Standardized Forms. [Repealed October 20,
1983]

8537.11. Use of Standard Contract Forms.
[Adopted March 3, 1976; amended April 5,
1979; October 23, 1983; February 27, 1985;
May 16, 1985; May 15, 1986; October 5, 1990;
September 1, 1992; February 1, 1994;
September 1, 1994; March 1, 1995; January 3,
1996; September 1, 1998; March 1, 1999;
September 1, 1999; January 1, 2000; April 20,
2000; September 1, 2000; April 1, 2001;
February 1, 2002; April 1, 2003; April 1, 2004;
September 1, 2004; May 1, 2006 and December
27, 2006]

(a) When negotiating contracts binding the
sale, exchange, option, lease or rental of any
interest in real property, a real estate licensee
shall use only those contract forms promulgated
by the Texas Real Estate Commission for that
kind of transaction with the following exceptions:

(1) transactions in which the licensee is
functioning solely as a principal, not as an agent;

(2) transactions in which an agency of the
United States government requires a different
form to be used;

(3) transactions for which a contract form
has been prepared by the property owner or
prepared by an attorney and required by the
property owner;

(4) transactions for which no standard
contract form has been promulgated by the
Texas Real Estate Commission, and the licensee
uses a form prepared by an attorney at law
licensed by this state and approved by the
attorney for the particular kind of transactions
involved or prepared by the Texas Real Estate
Broker-Lawyer Committee and made available
for trial use by licensees with the consent of the
Texas Real Estate Commission.

(b) A licensee may not practice law, offer, give
nor attempt to give advice, directly or indirectly;
the licensee may not act as a public conveyancer
nor give advice or opinions as to the legal effect
of any contracts or other such instruments which
may affect the title to real estate; the licensee
may not give opinions concerning the status or
validity of title to real estate; and the licensee
may not attempt to prevent nor in any manner
whatsoever discourage any principal to a real
estate transaction from employing a lawyer.
However, nothing herein shall be deemed to limit
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the licensee's fiduciary obligation to disclose to
the licensee's principals all pertinent facts which
are within the knowledge of the licensee,
including such facts which might affect the status
of or title to real estate.

(c) A licensee may not undertake to draw or
prepare documents fixing and defining the legal
rights of the principals to a transaction. In
negotiating real estate transactions, the licensee
may fill in forms for such transactions, using
exclusively forms which have been approved and
promulgated by the Texas Real Estate
Commission or such forms as are otherwise
permitted by these rules. When filling in such a
form, the licensee may only fill in the blanks
provided and may not add to or strike matter
from such form, except that licensees shall add
factual statements and business details desired
by the principals and shall strike only such
matter as is desired by the principals and as is
necessary to conform the instrument to the
intent of the parties. A licensee may not add to a
promulgated earnest money contract form
factual statements or business details for which a
contract addendum, lease or other form has
been promulgated by the commission for
mandatory use. Nothing herein shall be deemed
to prevent the licensee from explaining to the
principals the meaning of the factual statements
and business details contained in the said
instrument so long as the licensee does not offer
or give legal advice. It is not the practice of law
as defined in this Act for a real estate licensee to
complete a contract form which is either
promulgated by the Texas Real Estate
Commission or prepared by the Texas Real
Estate Broker-Lawyer Committee and made
available for trial use by licensees with the
consent of the Texas Real Estate Commission.
Contract forms prepared by the Texas Real
Estate Broker-Lawyer Committee for trial use
may be used on a voluntary basis after being
approved by the commission. Contract forms
prepared by the Texas Real Estate Broker-
Lawyer Committee and approved by the
commission to replace previously promulgated
forms may be used by licensees on a voluntary
basis prior to the effective date of rules requiring
use of the replacement forms.

(d) Where it appears that, prior to the
execution of any such instrument, there are
unusual matters involved in the transaction
which should be resolved by legal counsel before
the instrument is executed or that the
instrument is to be acknowledged and filed for
record, the licensee shall advise the principals
that each should consult a lawyer of the
principal's choice before executing same.

(e) A licensee may not employ, directly or
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indirectly, a lawyer nor pay for the services of a
lawyer to represent any principal to a real estate
transaction in which the licensee is acting as an
agent. The licensee may employ and pay for the
services of a lawyer to represent only the
licensee in a real estate transaction, including
preparation of the contract, agreement, or other
legal instruments to be executed by the
principals to the transactions.

(f) A licensee shall advise the principals that
the instrument they are about to execute is
binding on them.

(g) Forms approved or promulgated by the
commission may be reproduced only from the
following sources:

(1) numbered copies obtained from the
commission, whether in a printed format or
electronically reproduced from the files available
on the commission's Internet site;

(2) printed copies made from copies obtained
from the commission;

(3) legible photocopies made from such
copies; or

(4) computer-driven printers following these
guidelines.

(A) The computer file or program
containing the form text must not allow the end-
user direct access to the text of the form and
may only permit the user to insert language in
blanks in the forms or to strike through language
at the direction of the parties to the contract.

(B) Typefaces or fonts must appear to be
identical to those used by the commission in
printed copies of the particular form.

(C) The text and number of pages must be
identical to that used by the commission in
printed copies of the particular form.

(D) The spacing, length of blanks, borders
and placement of text on the page must appear
to be identical to that used by the commission in
printed copies of the form.

(E) The name and address of the person or
firm responsible for developing the software
program must be legibly printed below the
border at the bottom of each page in no less
than six point type and in no larger than 10 point

type.

(h) Forms approved or promulgated by the
commission must be reproduced on the same
size of paper used by the commission with the
following changes or additions only.

(1) The business name or logo of a broker,
organization or printer may appear at the top of
a form outside the border.

(2) The broker's name may be inserted in
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any blank provided for that purpose.

8537.12. Standard Contract Form
1-1. [Repealed August 1, 1985.]

TREC No.

8537.13. Standard Contract Form
2-4. [Repealed January 1, 1998.]

TREC No.

8537.14. Standard Contract Form
3-0. [Repealed August 1, 1985.]

TREC No.

8537.15. Standard Contract Form
4-0. [Repealed August 1, 1985.]

TREC No.

8537.16. Standard Contract Form
5-0. [Repealed August 1, 1985.]

TREC No.

8537.17. Standard Contract Form
6-0. [Repealed August 1, 1985.]

TREC No.

8537.20. Standard Contract Form TREC No.
9-7. [Adopted November 1, 1982; amended
August 1, 1985; February 1, 1994; January 1,
1998; January 1, 2000; April 20, 2000; April 1,
2003; May 1, 2006; December 27, 2006 and
September 1, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 9-7 approved by the
Texas Real Estate Commission in 2008 for use in
the sale of unimproved property where intended
use is for one to four family residences. This
document is published by and available from the
Texas Real Estate Commission, P.O. Box 12188,
Austin, Texas 78711-2188, www.trec.state.tx.us.

8537.21. Standard Contract Form TREC No.
10-5. [Adopted November 1, 1982; amended
December 1, 1987; September 1, 1994;
September 1, 1999; January 1, 2000; February
1, 2002; December 27, 2006; July 1, 2007 and
November 17, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 10-5 approved by the
Texas Real Estate Commission in 2007 for use as
an addendum concerning sale of other property
by a buyer to be attached to promulgated forms
of contracts. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.22. Standard Contract Form TREC No.
11-6. [Adopted November 11, 1982; amended
December 1, 1987; September 1, 1994; and
September 1, 1998; February 1, 2002; April 1,
2004 December 27, 2006; July 1, 2007 and
November 17, 2008.] The Texas Real Estate
Commission adopts by reference standard



contract form TREC No0.11-6 approved by the
Texas Real Estate Commission in 2007 for use as
an addendum to be attached to promulgated
forms of contracts which are second or "back-up"
contracts. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.23. Standard Contract Form TREC No.
12-2. [Adopted November 1, 1982; amended
September 1, 1992; December 27, 2006; July 1,
2007 and November 17, 2008] The The Texas
Real Estate Commission adopts by reference
standard contract form TREC No. 12-2 approved
by the Texas Real Estate Commission in 2007 for
use as an addendum to be attached to
promulgated forms of contracts where there is a
Veterans Administration release of liability or
restoration entitlement. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8§537.24. Standard Contract Form TREC No.
13-1. [Repealed September 1, 2000.]

8537.25. Standard Contract Form TREC No.
14-0. [Repealed September 1, 1994.]

8537.26. Standard Contract Form TREC No.
15-4. [Adopted November 1, 1982; amended
August 1, 1985; September 1, 1994; March 1,
1999; December 27, 2006 and November 17,
2008] The Texas Real Estate Commission adopts
by reference standard contract form TREC No.
15-4 approved by the Texas Real Estate
Commission in 2006 for use as a residential
lease when a seller temporarily occupies
property after closing. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711, www.trec.state.tx.us.

8537.27. Standard Contract Form TREC No.
16-4. [Adopted November 1, 1982; amended
August 1, 1985; September 1, 1994; March 1,
1999; December 27, 2006 and November 17,
2008] The Texas Real Estate Commission adopts
by reference standard contract form TREC No.
16-4 approved by the Texas Real Estate
Commission in 2006 for use as a residential
lease when a buyer temporarily occupies
property prior to closing. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711, www.trec.state.tx.us.

8537.28. Standard Contract Form TREC No.
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20-8. [Adopted August 1, 1985; amended
September 1, 1992; February 1, 1994; January
1, 1998; January 1, 2000; April 20, 2000;
February 1, 2002; April 1, 2003; May 1, 2006
and December 27, 2006 and September 1,
2008.] The Texas Real Estate Commission
adopts by reference standard contract form TREC
No. 20-8 approved by the Texas Real Estate
Commission in 2008 for use in the resale of
residential real estate. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.29. Standard Contract Form TREC No.
21-4. [Repealed February 1, 2002]

8537.30. Standard Contract Form TREC No.
23-8. [Adopted December 1, 1987; amended
February 1, 1994; January 1, 1998; January 1,
2000;April 20, 2000; September 1, 2000; April
1, 2003; May 1, 2006; December 27, 2006;
December 30, 2007 and September 1, 2008.]
The Texas Real Estate Commission adopts by
reference standard contract form TREC No. 23-8
approved by the Texas Real Estate Commission
in 2008 for use in the sale of a new home where
construction is incomplete. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.31. Standard Contract Form TREC No.
24-8. [Adopted December 1, 1987; amended
February 1, 1994; January 1, 1998; January 1,
2000;April 20, 2000; September 1, 2000; April
1, 2003; May 1, 2006; December 27, 2006;
December 30. 2007 and September 1, 2008.]
The Texas Real Estate Commission adopts by
reference standard contract form TREC No. 24-8
approved by the Texas Real Estate Commission
in 2008 for use in the sale of a new home where
construction is completed. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.32. Standard Contract Form TREC No.
25-6. [Adopted December 1, 1987; amended
February 1, 1994; January 1, 1998; January 1,
2000; April 20, 2000; April 1, 2003; May 1,
2006; December 27, 2006 and September 1,
2008] The Texas Real Estate Commission adopts
by reference standard contract form TREC No.
25-6 approved by the Texas Real Estate
Commission in 2008 for use in the sale of a farm
or ranch. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.
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8537.33. Standard Contract Form TREC No.
26-4. [Adopted December 1, 1987; amended
September 1, 1992; February 1, 1994; April 1,
2001; February 1, 2002; December 27, 2006
and November 17, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 26-5 approved by the
Texas Real Estate Commission in 2006 for use as
an addendum concerning seller financing. This
document is published by and available from the
Texas Real Estate Commission, P.O. Box 12188,
Austin, Texas 78711-2188, www.trec.state.tx.us.

8§537.34. Standard Contract Form TREC No.
27-0. [Repealed January 1, 1998]

8537.35. Standard Contract Form TREC No.
28-1. [Adopted February 1, 1994; amended
December 27, 2006; July 1, 2007 and November
17, 2008] The Texas Real Estate Commission
adopts by reference standard contract form TREC
No. 28-1 approved by the Texas Real Estate
Commission in 2007 for use as an addendum to
be attached to promulgated forms of contracts
where reports are to be obtained relating to
environmental assessments, threatened or
endangered species, or wetlands. This document
is published by and available from the Texas
Real Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.36. Standard Contract Form TREC No.
29-1. [Repealed April 1, 2003]

8537.37. Standard Contract Form TREC No.
30-7. [Adopted September 1, 1994; amended
January 1, 1998; January 1, 2000; April 20,
2000; February 1, 2002; April 1, 2003; May 1,
2006 and December 27, 2006; September 1,
2008] The Texas Real Estate Commission adopts
by reference standard contract form TREC No.
30-7 approved by the Texas Real Estate
Commission in 2008 for use in the resale of a
residential condominium unit. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.38. Standard Contract Form TREC No.
31-2. [Repealed February 1, 2002]

8537.39. Standard Contract Form TREC No.
32-2. [Adopted September 1, 1994; amended
December 27, 2006; July 1, 2007 and
September 1, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 32-2 approved by the
Texas Real Estate Commission in 2008 for use as
a condominium resale certificate. This document
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is published by and available from the Texas
Real Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.40. Standard Contract Form TREC No.
33-1. [Adopted March 1, 1995; amended
December 27, 2006; July 1, 2007 and November
17, 2008] The Texas Real Estate Commission
adopts by reference standard contract form TREC
No. 33-1 approved by the Texas Real Estate
Commission in 2007 for use as an addendum to
be added to promulgated forms of contracts in
the sale of property adjoining and sharing a
common boundary with the tidally influenced
submerged lands of the state. This document is
published by and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.41. Standard Contract Form TREC No.
34-3. [Adopted March 1, 1995; amended
February 1, 2002; December 27, 2006; July 1,
2007 and December 30, 2007] The Texas Real
Estate Commission adopts by reference standard
contract form, TREC No. 34-3 approved by the
Texas Real Estate Commission in 2008 for use as
an addendum to be added to promulgated forms
of contracts in the sale of property located
seaward of the Gulf Intracoastal Waterway. This
document is published by and available from the
Texas Real Estate Commission, P.O. Box 12188,
Austin, Texas 78711-2188, www.trec.state.tx.us.

8537.42. Standard Contract Form TREC No.
35-2. [Repealed April 1, 2003]

8537.43. Standard Contract Form TREC No.
36-5. [Adopted January 3, 1996; amended
September 1, 1999; January 1, 2000; April 1,
2003; April 1, 2004; May 1, 2006 and December
27, 2006 and September 1, 2008] The Texas
Real Estate Commission adopts by reference
standard contract form TREC No. 36-5 approved
by the Texas Real Estate Commission in 2008 for
use as an addendum to be added to promulgated
forms in the sale of property subject to
mandatory membership in an owners’
association. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.44. Standard Contract Form TREC No.
37-3. [Adopted January 3, 1996; amended
September 1, 1999; January 1, 2000; May 1,
2006 and December 27, 2006 and September 1,
2008] The Texas Real Estate Commission adopts
by reference standard contract form TREC No.
37-3 approved by the Texas Real Estate
Commission in 2008 for use as a resale



certificate when the property is subject to
mandatory membership in an owners’
association. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.45. Standard Contract Form TREC
No.38-2. [Adopted September 1, 1998;
amended February 1, 2002; December 27, 2006
and September 1, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No0.38-2 approved by the
Texas Real Estate Commission in 2008 for use as
a notice of termination of contract. This
document is published by and available from the
Texas Real Estate Commission, P.O. Box 12188,
Austin, Texas 78711-2188, www.trec.state.tx.us.

8537.46. Standard Contract Form TREC No.
39-6. [Adopted September 1, 1998; amended
September 1, 1999; January 1, 2000; April 1,
2001; February 1, 2002;April 1, 2003 and
September 1, 2004; May 1, 2006 and December
27, 2006 and November 17, 2008] The Texas
Real Estate Commission adopts by reference
standard contract form TREC No. 39-6 approved
by the Texas Real Estate Commission in 2006 for
use as an amendment to promulgated forms of
contracts. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.47. Standard Contract Form TREC No.
40-3. [Adopted February 1, 2002; amended
April 1, 2004; May 1, 2006; December 27, 2006
and December 30, 2007.] The Texas Real Estate
Commission adopts by The Texas Real Estate
Commission adopts by reference standard
contract form, TREC No. 40-3 approved by the
Texas Real Estate Commission in 2008 for use as
an addendum to be added to promulgated forms
of contracts when there is a condition for third
party financing. This document is published by
and available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.48. Standard Contract Form TREC No.
41-1. [Adopted February 1, 2002; amended
December 27, 2006 and July 1, 2007and
November 17, 2008] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 41-1 approved by the
Texas Real Estate Commission in 2007 for use as
an addendum to be added to promulgated forms
of contracts when there is an assumption of a
loan. This document is published by and
available from the Texas Real Estate
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Commission, P.O. Box 12188, Austin,
78711-2188, www.trec.state.tx.us.

Texas

8535.49. Standard Contract form TREC No.
42-0. [Adopted April 1, 2004; amended
December 27, 2006] The Texas Real Estate
Commission adopts by reference standard
contract form TREC No. 42-0 approved by the
Texas Real Estate Commission in 2004 for use as
a notice that buyer cannot obtain financing
pursuant to the Third Party Financing Condition
Addendum. This document is published by and
available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.50. Standard Contract Form TREC No.
43-0. [Adopted December 30, 2007.]The Texas
Real Estate Commission adopts by reference
standard contract form TREC No. 43-0 approved
by the Texas Real Estate Commission in 2008 for
use as an addendum to be added to promulgated
forms of contracts when there is a condition
requiring notices under §5.016, 8§420.001 and
8§420.002, Texas Property Code. This document
is published by and available from the Texas
Real Estate Commission, P.O. Box 12188, Austin,
Texas 78711-2188, www.trec.state.tx.us.

8537.51. Standard Contract Form TREC No.
44-0. [Adopted March 1, 2009.] The Texas Real
Estate Commission adopts by reference standard
contract form TREC No. 44-0 approved by the
Texas Real Estate Commission in 2008 for use as
an addendum to be added to promulgated forms
of contacts for the reservation of oil, gas, and
other minerals. This document is published by
and available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

8537.52. Standard Contract Form TREC No.
45-0. [Adopted March 1, 2009.] The Texas Real
Estate Commission adopts by reference standard
contract form TREC No. 45-0 approved by the
Texas Real Estate Commission in 2008 for use as
an addendum to be added to promulgated forms
of contracts in the short sale of property. This
document is published by and available from the
Texas Real Estate Commission, P.O. Box 12188,
Austin, Texas 78711-2188, www.trec.state.tx.us.
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CHAPTER 541 RULES RELATING TO THE PROVISIONS
OF TEXAS OCCUPATIONS CODE, CHAPTER 53

8541.1. Criminal Offense Guidelines.
[Adopted May 19, 1982; amended November 6,
1990; December 8, 1992; February 23, 1998;
May 4, 1999; January 1, 2004 and January 7,
2009]

(a) For the purposes of Texas Occupations
Code, Chapter 53, §81101.354, 1102.107,
1102.108, 1102.109, and 8535.400(f) of this
title, the Texas Real Estate Commission
considers that the following criminal offenses
directly relate to the duties and responsibilities of
a real estate broker, real estate salesperson,
easement or right-of-way agent, professional
inspector, real estate inspector or apprentice
inspector for the reason that the commission of
the offenses tends to demonstrate the person's
inability to represent the interest of another with
honesty, trustworthiness and integrity:

(1) offenses fraud or

misrepresentation;

involving

(2) offenses involving forgery, falsification of
records, or perjury;

(3) offenses involving the taking of bribes,
kickbacks, or other illegal compensation;

(4) offenses against real or personal property
belonging to another, if committed knowingly or
intentionally;

(5) offenses against the person;
(6) offenses against public administration;

(7) offenses involving the sale or other
disposition of real or personal property belonging
to another without authorization of law;

(8) offenses involving moral turpitude;

(9) offenses in violation of Chapter 21, Texas
Penal Code (sexual offenses);

(10) offenses for which the person has been
required to register as a sex offender under
Chapter 62, Texas Code of Criminal Procedure;

(11) offenses of attempting or conspiring to
commit any of the foregoing offenses;

(12) offenses involving aiding and abetting
the commission of an offense listed in this
section;

(13) multiple violations of any criminal
statute; and

(14) any other offense that the commission
determines is directly related to an occupation
regulated by the commission using the factors
described in subsection (b) of this section.

(b) In determining whether a criminal offense
listed in subsection (a) of this section or any
other criminal offense is directly related to an

occupation regulated by the commission, the
commission shall consider and make appropriate
findings of fact in a contested case upon the
following factors:

(1) the nature and seriousness of the crime;

(2) the relationship of the crime to the
purposes for requiring a license to engage in the
occupation;

(3) the extent to which a license might offer
an opportunity to engage in further criminal
activity of the same type as that in which the
person previously had been involved; and

(4) the relationship of the crime to the ability,
capacity, or fitness required to perform the
duties and discharge the responsibilities of the
licensed occupation.

(c) In addition to the factors under subsection
(b) of this section, the commission, in
determining a person's present fitness for a
license, shall consider the following evidence:

(1) the extent and nature of the person's past
criminal activity;

(2) the age of the person at the time of the
commission of the offense;

(3) the amount of time that has elapsed since
the person's last criminal activity;

(4) the conduct and work activity of the
person prior to and following the criminal
activity;

(5) the person's compliance with the
courtordered terms and conditions while on
parole, supervised release, probation, or
community supervision;

(6) the person's repeated offenses over a
period of time which tend to demonstrate a lack
of respect for, disregard for, or apparent inability
to comply with, the law;

(7) the time remaining, if any,
person's term of parole, supervised
probation, or community supervision;

on the
release,

(8) evidence of the person's rehabilitation or
rehabilitative effort while incarcerated or
following release; and

(9) other evidence of the person's present
fitness, including letters of recommendation
from: prosecution, law enforcement, and
correctional officers who prosecuted, arrested,

or had custodial responsibility for the person; the
sheriff and chief of police in the community
where the person resides; and any other persons
in contact with the person.

(d) It shall be the responsibility of the applicant

1 to provide to the commission:
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(1) the recommendations of prosecution, law
enforcement, and correctional authorities;

(2) signed letters of character reference from
ersons in the applicant's business or professional
community which confirm that the writer knows
about the applicant's prior criminal conduct;

(3) proof in such form as may be required by
the commission that he or she has maintained a
record of steady employment;

(4) proof that the applicant has supported his
or her dependents, if any;

(5) proof that the applicant has maintained a
record of good conduct;

(6) proof that the applicant has paid all
outstanding court costs, supervision fees, fines,
and restitution as may have been ordered in all
criminal cases; and

(7) if the applicant submits a letter of
character reference from a prospective sponsor,
the letter must confirm that the writer knows
about the applicant's prior criminal conduct.
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RULE REVIEW

11. Discussion regarding comments on the
review of:

a.22 TAC Chapter 534, General
Administration

b.22 TAC Chapter 539, Provisions of the
Residential Service Company Act

c.22 TAC Chapter 543, Rules Relating to
the Provisions of the Texas Timeshare Act



Agenda Item 11

SUMMARY
This agenda item allows for the discussion of comments on the proposed
review of Chapter 534, General Administration; Chapter 539, Provisions of
The Residential Service Company Act; and Chapter 543, Rules Relating to
the Provisions of The Texas Timeshare Act.

No comments were received on the review of the rules.



RULES FOR POSSIBLE PROPOSAL

12. Discussion and possible action to propose
amendments to:

a.22 TAC §534.1 Charges for copies of
Public Information

b.22 TAC §534.4 Historically Underutilized
Businesses Program

c.22 TAC §534.5 Bid Opening and
Tabulation



Agenda Item 12(a)-(c)

SUMMARY
The Texas Real Estate Commission (TREC) proposes amendments to
8534.1. concerning Charges for Copies of Public Information, §534.4.
concerning Historically Underutilized Businesses Program, and 8534.5. Bid
Opening and Tabulation. The proposed amendments update the references
to the rules promulgated by other state agencies that are adopted by
reference by the commission.

STAFF RECOMMENDATION
Propose the amended rules for publication in the Texas Register and for
public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to §534.1, concerning Charges for Copies of Public
Information, 8534.4, concerning Historically Underutilized Businesses
Program, and 8534.5, Bid Opening and Tabulation in substantially the form
presented at this meeting, with technical, non-substantive corrections as
staff may deem necessary or advisable, and with substantive changes as
have been approved by the Commission for publication in the Texas
Register and for comment.



Agenda Items 12 (a)-(c)
22 TAC Chapter 534 General Administration

The Texas Real Estate Commission (TREC) proposes amendments to 8534.1. concerning
Charges for Copies of Public Information, 8534.4. concerning Historically Underutilized
Businesses Program, and 8534.5. Bid Opening and Tabulation. The proposed
amendments update the references to the rules promulgated by other state agencies that
are adopted by reference by the commission.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1101.151, which
authorizes the Texas Real Estate Commission to make and enforce all rules and
regulations necessary for the performance of its duties and to establish standards of
conduct and ethics for its licensees in keeping with the purpose and intent of the Act to
ensure compliance with the provisions of the Act.

The statute affected by this proposal is Texas Occupations Code, Chapter 1101. No other
statute, code or article is affected by the proposed amendments.

8534.1. Charges for Copies of Public Information

(a) Charges [Eharge] for copies of public information provided by the
commission shall be based upon the current charges established by the Office of
the Attorney General [Services—€oemmissionrr]; provided, however, that the
commission shall charge its actual costs if the actual costs of providing copies exceed
the established charges, and an exemption has been granted by the Office of the
Attorney General [Services-Commission].

(b) (No change.)

8534.4. Historically Underutilized Businesses Program. In accordance with
Texas Government Code 82161.003. the commission _adopts by reference
the rules of the Comptroller of Public Accounts in 34 TAC Part 1, Chapter 20,

Subchagter B, [Puﬁsuaﬁt—te—eh-&pteﬁ—}eﬁ-z—l-e%eea—?e*as—eeve*ﬁmeﬁf

aﬁd—PreetrFemeﬁ{—eemmﬁaeﬁ—rﬁﬂ_—'FA&g%ﬂﬂﬂﬂf-ﬂﬂﬂr’&B—] relating to the
Historically Underutilized Business Program. The Comptroller of Public Accounts

rules are located at the Office of the Secretary of State's internet website:
Wwww.sos.state.tx.us/tac/Zindex.html.

8534.5. Bid Opening and Tabulation

(a) The commission adopts by reference the rules of the Texas Comptroller of

Public Accounts in 34 TAC 8820.35 [Building—and-Procurement-Commissionin—1TAC
8113-5(b)] relating to bid submission, bid opening, and tabulation.

(b) (No change.)

Agenda Items 12 (a)-(c) age 1 of 2



This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.
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RULES FOR POSSIBLE PROPOSAL

13.Discussion and possible action to propose
amendments to:

a.22 TAC §539.4 Disclosures
b.22 TAC §539.51 Employee Defined

c.22 TAC §539.61 Application and
Licensing

d.22 TAC §539.71 Miscellaneous Forms

e.22 TAC §539.91 Annual Report Form
RSC 6-2

f.22 TAC §539.137 Semiannual Report



Agenda Item 13(a)

SUMMARY

This agenda item proposes an amended title for 22 TAC Chapter 539, new
Subchapter E, concerning Disclosures, and new 8539.4 concerning
Disclosures. The new rule would require a licensed residential service
company to include a disclosure in its residential service contracts if the
company pays persons other than a residential service company employee
for the sale, advertising, inspection or processing of a residential service
contract.

STAFF RECOMMENDATION
Propose the amended title, new subchapter and new rule for publication in
the Texas Register and for public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amended title for 22 TAC Chapter 539, new Subchapter E,
concerning Disclosures, and new 8539.4 concerning Disclosures, in
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission for
publication in the Texas Register and for comment.



Agenda Item 13(a)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter E. Disclosures
§539.4. Disclosures

The Texas Real Estate Commission (TREC) proposes an amended title for 22 TAC
Chapter 539, new Subchapter E, concerning Disclosures, and new 8539.4 concerning
Disclosures. The new rule would require a licensed residential service company to
include a disclosure in its residential service contracts if the company pays persons other
than a residential service company employee for the sale, advertising, inspection or
processing of a residential service contract.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

CHAPTER 539. PROVISIONS RELATING TO [©f] THE RESIDENTIAL SERVICE
COMPANY ACT.

Subchapter E. Disclosures.

8539.4. Disclosures. A residential service company that pays persons not
employed by the company for the sale. advertising. inspection, or
processing of a residential service contract under Texas Occupations Code
81303.304 may not offer to sell a residential service contract unless the
contract contains the following statement in at least 10-point bold type:

NOTICE: THIS COMPANY PAYS PERSONS NOT EMPLOYED BY THE
COMPANY FOR THE SALE, ADVERTISING, INSPECTION, OR PROCESSING
OF A RESIDENTIAL SERVICE CONTRACT UNDER TEXAS OCCUPATIONS
CODE §1303.304.

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.

Agenda Item 13(a) Page 1 of 1



Agenda Item 13(b)

SUMMARY

This agenda item proposes amendments to Chapter 539, Subchapter F,
8539.51 concerning “Employed by” Defined. The proposed amendment
corrects typographical errors in the existing rule to better reflect the
statutory reference.

STAFF RECOMMENDATION
Propose the amended title, new subchapter and new rule for publication in
the Texas Register and for public comment.

MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to Chapter 539, Subchapter F, 8539.51 concerning
“Employed by” Defined, in substantially the form presented at this meeting,
with technical, non-substantive corrections as staff may deem necessary or
advisable, and with substantive changes as have been approved by the
Commission for publication in the Texas Register and for comment.



Agenda Item 13(b)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter F Authorized Personnel
8539.51. “Employed By’ Defined

The Texas Real Estate Commission (TREC) proposes amendments to Chapter 539,
Subchapter F, 8539.51 concerning “Employed by” Defined. The proposed amendment
corrects typographical errors in the existing rule to better reflect the statutory reference.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

8539.51 “Employved By” [Employee] Defined. For the purposes of Texas
Occupations Code, Chapter 1303, 81303.101(b) [83363-664], a person is
“employed by a residential service company” [“empleyee*] if the [means
ay] person is other than a licensed real estate salesperson, real estate broker,
mobile home dealer, or insurance agent and is authorized by a licensed residential
service company to sell, offer to sell, arrange or solicit the sale of, or receive
applications for residential service contracts subject to the following conditions.

(1) The residential service company must have the right to direct and
control the employee's performance.

(2) The residential service company must accept responsibility for
representations made by the employee within the scope of the employee's
employment.

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.

Agenda Item 13(b) Page 1 of 1



Agenda Item 13(c)

SUMMARY

This agenda item proposes amendments to Subchapter G, 8539.61
concerning Application and Licensing.  The amended rule adopts by
reference a revised application form. The revised form is streamlined and
changed to provide consistency with other TREC forms.

STAFF RECOMMENDATION
Propose the amended rule and revised form for publication in the Texas
Register and for public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to Chapter 539, Subchapter G, 8539.61 concerning
Application and Licensing and the revised form adopted by reference, in
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission for
publication in the Texas Register and for comment.



Agenda Item 13(c)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter G. Application for License
8539.61. Application and Licensing

The Texas Real Estate Commission (TREC) proposes amendments to Subchapter G,
8539.61 concerning Application and Licensing. The amended rule adopts by reference a
revised application form. The revised form is streamlined and changed to provide
consistency with other TREC forms.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

8539.61. Application and Licensing

(a) The Texas Real Estate Commission adopts by reference Application Form RSC
1-2 [+3*] approved by the commission [#+#3994]. This document is published by
and available from the Texas Real Estate Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

(b) (No change.)

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.

Agenda Item 13(c) Page 1 of 1



OFFICE ADDRESS:
TEXAS REAL ESTATE COMMISSION
1101 Camino La Costa

MAILING ADDRESS:
TEXAS REAL ESTATE COMMISSION

Z‘O' _Bo>_|<_ 1218788711 5188 Austin, Texas 78752
ustin, Texas § Telephone: (512) 459-6544 or
www.trec.state.tx.us 1-800-250-TREC (8732)

APPLICATION FOR RESIDENTIAL SERVICE COMPANY LICENSURE

GENERAL INFORMATION

The attached forms may be used by persons applying for a residential service company
license.

FEE

A $3,500 filing fee is required as part of the application; the fee is not returnable if an
application is disapproved or abandoned. Each evidence of coverage and schedule of
charges the residential service company wishes to offer must be separately approved by
the Commission. Separate filing fees are required for an applicant's Schedule of Charges
and for each different Evidence of Coverage a licensee may wish to offer. Please
complete and submit TREC Form No. RSC 3-2, Application to Approve Evidence of
Coverage/Schedule of Charges, along with the required fee.

INFORMATION REQUESTED

Applicant should determine that all requested information is provided. Failure to provide
requested information will delay consideration of the application. Use separate sheets
where necessary to provide complete responses.

SURETY BOND

An applicant for a residential service company license must file with the Commission a
surety bond issued by an admitted carrier in this State, using Residential Service
Company Bond, TREC Form No. RSC 2-4, or other security accepted by the Commission
in the amount of $25,000.

NOTE: The information submitted in connection with this application is generally subject to
public disclosure pursuant to Government Code, Chapter 552, the Public Information Act
(PIA). The PIA excepts from disclosure proprietary information under certain
conditions. Please identify each page containing such information by clearly marking it as
confidential or proprietary. Note that marking documents as proprietary or confidential
does not automatically mean that they will be withheld if requested; the marked
information would be submitted to the Office of the Attorney General for determination of
its status.

TREC Form RSC 1-2 (Revised 2010)



PRIVACY NOTICE

In accordance with Chapter 559, Government Code, the following notice about certain information laws and
practices is given.
(1) With few exceptions, an individual is entitled on request to be informed about the information that a
state governmental body collects about the individual.
(2) Under Sections 552.021 and 552.023 of the Government Code, the individual is entitled to receive and
review the information.
(3) Under Section 559.004 of the Government Code, the individual is entitled to have the governmental
body correct information about the individual that is incorrect

TREC Form RSC 1-2 (Revised 2010)



Texas Real Estate Commission
P.O. Box 12188
Austin, Texas 78711-2188
www.trec.state.tx.us

APPLICATION FOR:
RESIDENTIAL SERVICE COMPANY LICENSE

FEE REGISTER NUMBER REVENUE CODE| AMOUNT | LICENSE NUMBER
RSC 29
Application $3,500
DO O R ABO

NOTE: ALL INFORMATION MUST BE TYPED OR PRINTED IN INK

1. Name and address (principal office) of applicant:

Name

Address

City State Zip Telephone
E-mail Address Fax Number
Name of Contact Telephone
E-mail Address Fax Number

2. Type of organization of applicant: (check one)

(] Sole Proprietor [] Corporation [] Limited Liability Company (LLC) [] Partnership or Joint Venture

O other (Specify)

a) If a corporation or LLC, state of formation:

b) If a foreign corporation or LLC, attach copy of entity’s certificate of authority to do business in Texas,
along with the copies of all documents submitted to and from the Secretary of State of Texas.

¢) Attach copies of organizational documents such as Articles of Incorporation, Articles of Organization,
Articles of Association, Partnership or Management Agreement, or Trust Agreement, including all
amendments.

d) Attach copies of bylaws, rules or other documents prescribing regulations for internal affairs of applicant.

3. Attach a list of names, addresses, and official positions of corporate officers, partners, or principals
responsible for affairs of applicant. (Include Board of Directors, Board of Trustees, Executive Committee,
Partners, Officers.)

4. Attach a certified financial statement and management letter prepared by an independent public accountant
within the preceding six (6) months, as well as a statement of stockholders equity and statement of cash
flows, if applicable.

5. Attach a statement describing applicant’s proposed marketing methods, sources of working capital and
sources of funding.

6. Attach a statement describing applicant’s sources of working capital and all sources of funding.

This document is available on the TREC website at www.trec.state.tx.us
TREC Form RSC 1-2 (Revised 2010)




7. Business name to be used, if different from that above. Attach Certificate of Assumed Name, if any:

8. Attach Power of Attorney, if applicant is not domiciled in Texas, appointing the Administrator of the Texas
Real Estate Commission as the true and lawful attorney of the applicant for receipt of legal services of
process in any legal action brought against applicant in Texas.

9. Has applicant ever been licensed or authorized to do business as a residential service U ves UNo
company or home warranty company in any other state?

(If “yes”, provide requested information below or on a separate sheet as necessary.)

YEAR | STATE ISSUING AGENCY LICENSE OR EXACT NAME IN WHICH LICENSE WAS ISSUED
REGISTRATION
NUMBER
10. Has any other state ever revoked, cancelled or withdrawn applicant’s authority to do Uyes UNo

business in that state? If “yes”, provide relevant documentation.

11. Does the applicant have a procedure established to respond to consumer complaints? Wyes WNo
(Please describe or explain on a separate sheet.)

CERTIFICATION

I certify that all information reflected in or attached to this application is true and correct to the best of my
knowledge.

Certification must be provided by individual printed Name:
applicant, by principal officer of corporation,
manager of LLC or by each partner or member of Signed:

partnership or association. Title:
Attest:
Title:

STATE OF

COUNTY OF

Before me, the undersigned authority, personally appeared:
known to me to be the person whose name is subscribed to the foregoing instrument and acknowledged to
me that he executed the same for the purpose and consideration therein expressed.

WITNESS MY HAND AND SEAL OF OFFICE, this the day of ,

Notary Public in and for

County,

TREC Form RSC 1-2 (Revised 2010)



This page should be completed by the principal officer of a Corporation, manager of the LLC, the

partners in a Partnership or members of an Association.

1. Name:

2. Title:

3. Residence Address:

Street Address

City State

Zip

4.Social Security No. - - 5. Driver’s License (State & No.)

6.Date of Birth

7. Business or occupation for the past five years:

FROM TO CITY AND STATE NATURE OF BUSINESS

8. Experience in the residential service company business (If none, so indicate):

FROM TO CITY AND STATE NATURE OF BUSINESS

PAPER AND ATTACH RELEVANT DOCUMENTATION.

FOR EVERY “YES” ANSWER TO QUESTIONS 9 THROUGH 14, SUBMIT A FULL EXPLANATION ON A SEPARATE SHEET OF

cancelled or revoked?

9. Have you ever been convicted of a criminal offense? DYes DNO

(Include all felonies and misdemeanors other than minor traffic tickets.)

10. Have you ever been placed on probation or community supervision DYes DNO
(also known as deferred adjudication)?

11. Are there any criminal actions or civil suits pending against you? DYes DNO

12. Are there any unpaid judgments outstanding against you? DYes DNO
If so, where? STATE COUNTY

13. Have you ever had an application for any type of professional or occupational DYes DNO
license disapproved?

14. Have you ever had any type of professional or occupational license suspended, DYes DNO

CERTIFICATION

l, , the person named above,
the information reflected above is accurate to the best of my knowledge.

Signature:

do hereby certify that

Printed Name:

TREC Form RSC 1-2 (Revised 2010)




Agenda Item 13(d)

SUMMARY

This agenda item proposes amendments to Subchapter H., 8539.71
concerning Miscellaneous Forms. The amended rule adopts by reference a
revised Residential Service Company Bond form and Application to
approve Evidence of Coverage/Schedule of Charges form. The forms are
revised to maintain consistency with other TREC forms.

STAFF RECOMMENDATION
Propose the amended rule and revised forms for publication in the Texas
Register and for public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to Chapter 539, Subchapter H., 8539.71 concerning
Miscellaneous Forms and the revised forms adopted by reference, in
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission for
publication in the Texas Register and for comment.



Agenda Item 13(d)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter H. Miscellaneous Forms
§539.71. Miscellaneous Forms

The Texas Real Estate Commission (TREC) proposes amendments to Subchapter H.,
8539.71 concerning Miscellaneous Forms. The amended rule adopts by reference a
revised Residential Service Company Bond form and Application to approve Evidence of
Coverage/Schedule of Charges form. The forms are revised to maintain consistency with
other TREC forms.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

8539.71. Miscellaneous Forms.

The Texas Real Estate Commission adopts by reference the following forms approved
by the commission. These forms are published and available from the Texas Real
Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188,
www.trec.state.tx.us.

(1) Residential Service Company Bond, Form RSC 2-4 [3]; and

(2) Application to Approve Evidence of Coverage/Schedule of Charges, Form
RSC 3-2 [#].

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.

Agenda Item 13(d) Page 1 of 1



Texas Real Estate Commission
P.O. Box 12188
Austin, Texas 78711-2188
www.trec.state.tx.us

STATE OF TEXAS
RESIDENTIAL SERVICE COMPANY BOND

KNOW ALL PERSONS BY THESE PRESENTS: BOND NO.
That we, , of the County
of , State of ,as Principal, and

, an insurance carrier duly admitted
to do business in the State of Texas, as Surety, are held and firmly bound unto the Texas Real Estate
Commission, Obligee, in the penal sum of THOUSAND ($ ,000)
DOLLARS, lawful money of the United States, to be paid to said Obligee for the benefit of a party who
may suffer damages resulting from the failure of the above-named Residential Service Company to
meet obligations to the persons contracting for its services, for which payment well and truly to be
made, we bind ourselves and our legal representatives, successors and assigns, jointly and severally
by these presents. Provided, however, in no event shall Surety’s liability for all claims under this bond
exceed the penal sum of the bond.

THE CONDITION OF THE ABOVE OBLIGATION IS SUCH, that whereas, the said Principal has been li-
censed as a Residential Service Company, pursuant to The Residential Service Company Act, Chapter
1303, Texas Occupations Code, by the said Obligee.

NOW, THEREFORE, if the said Principal shall faithfully perform its obligations to the persons contract-
ing for its services and in all things comply with Chapter 1303, Texas Occupations Code, and the rules
and regulations of the Texas Real Estate Commission appertaining thereto, then this obligation to be
void, otherwise to remain in full force and effect subject to the following conditions:

1. Itis agreed that as of , , this bond shall be
in full force and effect indefinitely and that a continuation or renewal -certificate is
unnecessary.

2. The Surety may at any time cancel this bond by giving ninety (90) days written notice
to the Texas Real Estate Commission; the Surety, however, is to remain liable for any
defaults under this bond committed on residential service contracts written during its

term.
SIGNED AND SEALED, this the day of ,
(Corporate Seal) (Principal)
(Texas Recording Agent) (Surety)
By:
(Address of Agent) (Attorney-in-fact)

TREC From RSC 2-4 (1-2010)



MAILING ADDRESS:

OFFICE ADDRESS:

TEXAS REAL ESTATE COMMISSION
P.O. Box 12188
Austin, Texas 78711-2188

TEXAS REAL ESTATE COMMISSION
1101 Camino La Costa

Austin, Texas 78752

Telephone: (512) 459-6544 or

www.trec.state.tx.us 1-800-250-TREC (8732)

EVIDENCE OF COVERAGE & SCHEDULE OF CHARGES

These instructions apply to a residential service company licensee or applicant requesting revisions or implementation
of a new evidence of coverage (contract) or schedule of charges (rates).

¢

¢

¢

On item 1, check whether you are requesting approval for an “Evidence of Coverage” or “Schedule of
Charges.” If you are requesting both, provide a copy of this form for each.

On item 2, enter the date that you propose to implement the Evidence of Coverage or Schedule of Charges.
In providing this date, please allow at least 30 days for the Commission to review and provide a response to
the information submitted.

On item 3, enter the name of the company, the license number, and address.

Provide an original signature, title of the person submitting the request, and the date signed.

To expedite the review process, the following will be helpful:

Evidence of Coverage Filing

¢

When submitting a new contract, provide a summary explaining the coverage, and how and to whom this
contract will be marketed.

When submitting revisions to an existing contract, provide a summary of the proposed changes to be made
and the rationale for the changes, if applicable.

When revising a contract, submit a copy of the previous contract along with the proposed new version.
Highlight the additions or deletions to coverage on the proposed version.

Provide copies of promotional materials along with the contract. Changes to the contract may also affect
advertising and promotional pieces.

Before submitting, proofread for typographical errors and reading comprehension for the average person.

Avoid extreme cutting and pasting or use of proofreading symbols without providing a readable draft that is
clear and clean.

Ensure that the evidence of coverage and/or promotional materials submitted are readable. Print less than 11
pt. type may be difficult to read.

Schedule of Charges Filing

¢

L4

Identify the contracts that will be affected by these rates or rate changes.

Provide justification or a rationale for the rates to be charged or for changes in rates.

Provide a breakdown of projected costs (expenses) for the rates to be charged, including a profit projection.
Provide a “then” and “now” breakdown of costs (expenses) for contracts where revised rates are being

requested. This should include profit projections for the new rates as well as profits earned for the rates
currently approved.

RSC 3-2 (1/2010)



Texas Real Estate Commission
P.O. Box 12188
Austin, Texas 78711-2188
www.trec.state.tx.us

APPLICATION TO:
APPROVE EVIDENCE OF COVERAGE/SCHEDULE OF CHARGES

FEE REGISTER NUMBER REVENUE CODE AMOUNT LICENSE NUMBER

RSC
EVIDENCE OF 30 $250
COVERAGE

RSC
SCHEDULE OF 30 $250
CHANGES

DO NOT WRITE ABOVE THIS LINE

NOTE: ALL INFORMATION MUST BE TYPED OR PRINTED IN INK
1. This is a request for approval of the enclosed (check only one):
O EVIDENCE OF COVERAGE
U SCHEDULE OF CHARGES FORM NAME OR NUMBER, IF ANY:

2. We propose to use or implement the enclosed evidence of coverage or schedule of charges on
(specify date)

3. The $250.00 FEE for filing this request is enclosed.

NAME OF COMPANY:

LICENSE NUMBER:
ADDRESS:

SIGNATURE:
PRINTED NAME:
TITLE:

DATE:

CONTACT NAME:
TELEPHONE/FAX:
EMAIL:

This document is available on the TREC website at www.trec.state.tx.us

RSC 3-2 (1/2010)



Agenda Item 13(e)

SUMMARY

This agenda item proposes amendments to Subchapter J, 8539.91
concerning Annual Report.  The proposed rule adopts by reference a
revised annual report form. The revised form is streamlined and changed to
provide consistency with other TREC forms. Among other things, the form
is changed to detail payments to real estate brokers, insurance agents,
mobile home dealers or non-RSC employees for selling, advertising,
inspection, or processing of residential service contracts.

STAFF RECOMMENDATION
Propose the amended rule and revised form for publication in the Texas
Register and for public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to Chapter 539, Subchapter J, 8539.91 concerning
Annual Report and the revised form adopted by reference, in substantially
the form presented at this meeting, with technical, non-substantive
corrections as staff may deem necessary or advisable, and with substantive
changes as have been approved by the Commission for publication in the
Texas Register and for comment.



Agenda Item 13(e)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter J. Annual Report
§539.91 Annual Report

The Texas Real Estate Commission (TREC) proposes amendments to Subchapter J,
8539.91 concerning Annual Report. The proposed rule adopts by reference a revised
annual report form. The revised form is streamlined and changed to provide consistency
with other TREC forms. Among other things, the form is changed to detail payments to
real estate brokers, insurance agents, mobile home dealers or non-RSC employees for
selling, advertising, inspection, or processing of residential service contracts.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

8539.91. Annual Report [FermRSE 6-2].

The Texas Real Estate Commission adopts by reference the Annual Report form RSC
6-3 [2] approved by the commission [#a26864%]. This document is published by and
available from the Texas Real Estate Commission, P.O. Box 12188, Austin, Texas
78711-2188, www.trec.state.tx.us.

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.

Agenda Item 13(e) Page 1 of 1



OFFICE ADDRESS:
TEXAS REAL ESTATE COMMISSION
1101 Camino La Costa

MAILING ADDRESS:
TEXAS REAL ESTATE COMMISSION

Z‘O' _Bo>_|<_ 1218788711 5188 Austin, Texas 78752
ustin, Texas § Telephone: (512) 459-6544 or
www.trec.state.tx.us 1-800-250-TREC (8732)

ANNUAL REPORT BY RESIDENTIAL SERVICE COMPANY

GENERAL INFORMATION AND INSTRUCTIONS

The attached form is to be used by a residential service company when filing its Annual Report. The
report is due on or before the first day of February each year and will cover the preceding calendar
year. Financial statements are due by the first day of April each year.

FEE

A $3,500 filing fee is required with the Annual Report. Please make checks payable to the Texas Real
Estate Commission.

INFORMATION REQUESTED

The residential service company should determine that all requested information provided is detailed
and accurate. Use separate sheets of paper where necessary to provide complete responses.
FAILURE TO FILE AN ANNUAL REPORT IN A TIMELY AND ACCURATE MANNER MAY RESULT
IN THE SUSPENSION OR REVOCATION OF THE COMPANY'S LICENSE TO DO BUSINESS IN
THE STATE OF TEXAS AND TO OTHER PENALTIES AS SET FORTH IN 81303.352,
RESIDENTIAL SERVICE COMPANY ACT, TEXAS OCCUPATIONS CODE.

1. This report should cover the preceding calendar year ending on December 31.

2. Unanswered questions and blank lines or schedules are not acceptable. If no answers or entries
are to be made, write “None”, not applicable”, “N/A”, or “-0-" in the space provided.

3. The certification statement must be signed by the appropriate company officers, have the company
seal affixed thereon, and be properly notarized.

4. If this report does not contain the requested information in the blanks or is not prepared in
accordance with these instructions, the residential service company will be required to satisfy
these deficiencies.

5. The residential service company must submit TWO copies of its financial statements.

6. The Commission will accept any supplemental information submitted on a computer disk, provided
the information is in a generally accepted format.

The information submitted in connection with this report is generally subject to public disclosure
pursuant to Government Code, Chapter 552, the Public Information Act (PIA). The PIA excepts
from disclosure proprietary information under certain conditions. Please identify each page
containing such information by clearly marking it as confidential or proprietary. Note that marking
documents as proprietary or confidential does not automatically mean that they will be withheld if
requested; the marked information would be submitted to the Office of the Attorney General for
determination of its status.

TREC Form RSC 6-3 (1/2010) Page 1 of 8



Texas Real Estate Commission
P.O. Box 12188
Austin, Texas 78711-2188
www.trec.state.tx.us

ANNUAL REPORT BY:
RESIDENTIAL SERVICE COMPANY

FEE REGISTER NUMBER REVENUE CODE| AMOUNT | LICENSE NUMBER

ANNUAL REPORT FEE 29 $3,500

DO NOT WRITE ABOVE THIS LINE

NOTE: ALL INFORMATION MUST BE PRINTED OR TYPED.

Identify each page containing proprietary or confidential information
under the Public Information Act by clearly marking it as such.

ANNUAL REPORT

of

Name of Residential Service Company

License Number

(City, State)

To the
TEXAS REAL ESTATE COMMISSION

FOR THE PERIOD ENDED

(Date)

TREC Form RSC 6-3 (1/2010) Page 2 of 8



GENERAL INTERROGATORIES

1. Period covered by this report:

From: January 1, to December 31,

2. What was the total on the last day of this reporting period of company accounts payable to
service contractors who have performed service work in Texas under company service
contracts?

Answer: $
A. Of this amount, how much is 31 to 60 days past due? $
B. Of this amount, how much is 61 or more days past due? $

3. What was the total of all accounts payable on the last day of this
reporting period? $

4. Attach a copy of pleadings, or briefly describe all lawsuits filed during this reporting period in
which the company has been named as a defendant.

What is the total potential exposure of all active lawsuits? $

5. List all lawsuits in which the company was named as a defendant which have been disposed of
during this reporting period, either by settlement, dismissal or final judgment. State disposition
and terms and attach a copy of the final order of the Court.

6. Has the company, during the reporting period covered by this report, been the
subject of any administrative proceedings in any jurisdiction? U ves UNo
If “Yes”, explain.

7. Attach a specimen of each evidence of coverage (contract) used by the company during all or any

part of this reporting period, stating the dates, inclusively, such contracts were in use.

. Attach a copy of all schedules of charges (rates) which were used by the company during all or

any part of this reporting period, stating the dates, inclusively, such schedules were used.

. Has the company transferred any of the risk of loss under contracts written by it

in Texas to any insurer, reinsurer, residential service company or other entity
during this reporting period? U ves UNo

If “Yes”, explain.

10.

Was the company licensed and/or doing business in states other than Texas

during this reporting period? O ves UNo
If “Yes”, attach an additional sheet giving the names of such state(s), the name of the regulating
agency (if any), the agency’s mailing address and telephone number (if applicable).

TREC Form RSC 6-3 (1/2010) Page 3 0of 8




COMPUTATION OF REQUIRED FUNDED RESERVE

NOTE:FOR THE PURPOSES OF ALL CALCULATIONS IN THIS SECTION, CARE SHOULD BE
TAKEN NOT TO COMBINE CONTRACTS WRITTEN FOR DIFFERENT TERMS. EACH
SUCH GROUP OF CONTRACTS SHOULD BE CALCULATED SEPARATELY AND THE
RESULTS COMBINED FOR AN ACCURATE REPORT. COMMISSION STAFF ARE
AVAILABLE IN CASE QUESTIONS ARISE.

11. a. Total the number of contract months remaining on contracts in force in Texas on the last
day of the reporting period. (For purposes of this calculation, contracts expiring on or before
the 15th day of the month should be counted as O months for the final contract month.
Contracts expiring after the 15th day of the month should be counted as 1 month for the
final contract month.) Answer:

b. Determine the pro rata monthly contract charge. [For purposes
of this calculation the aggregate actual contract costs to the
consumer are divided by the aggregate number of months
(exclusive of listing period months) in the contract terms of “in

force” contracts (see note at top of page).] Answer: $
c. Determine the remaining liability on all contracts in force.

(Multiply a and b above). Answer: $
d. Calculate 50% of c above. Answer: $
e. Enter actual Funded reserve as documented in attached

financial reports. Answer: $

f. ALTERNATIVE COMPUTATION

If 11e is equal to or greater than 11d, no further calculations
are needed. If not, filer must demonstrate that a lesser figure
will satisfy the statute or be in violation. This is done by
totaling the losses of all contracts which expired during the
twelve months ending with the last day of the reporting
period. This total is divided by the actual gross contract costs
of those same expired contracts. (This figure will differ from
the aggregate actual contract costs in b above in that none of
these contracts are still in force.) The quotient of this
calculation is now multiplied by c above.

Answer: $

12.1f 11e is not equal to or greater than 11d or 11f above, the residential service company must
take immediate steps to come into compliance. Several methods are mentioned in the Act and
repeated here:

“Whenever the financial condition of a service company indicates a condition such that the
continued operation of the service company might be hazardous to its service contract holders,
creditors, or the general public, then the commission may, after notice of hearing, order the
service company to take such action as may be reasonably necessary to rectify the existing
condition, including but not necessarily limited to one of the following steps:

(1) to reduce the total amount of present or potential liability for benefits by reinsurance, and/
or by obtaining an appropriate bond from an admitted carrier or a surplus line carrier;

(2) to reduce the volume of new business being accepted;
(3) to reduce expenses by specified methods;
(4) to suspend or limit the writing of new business for a period of time; or

(5) to increase the service company’s net worth by contribution.”
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13. EXCEPT AS PROVIDED BELOW, RESIDENTIAL SERVICE COMPANIES WITH ASSETS
TOTALING $5 MILLION OR MORE MUST SUBMIT AUDITED OR REVIEWED FINANCIAL
STATEMENTS WITH ANNUAL REPORTS. Attach a copy of a financial statement as of the
last day of this reporting period and the management letter issued by the independent public
accountant pursuant to the statement. The financial statement must use the GAAP accounting
principles and include a balance sheet, income statement, statement of stockholders’ equity,
and statement of cash flows for the preceding year. A company licensed or registered in
another state may submit a financial statement in the statutory form required by the
other state. The Commission may request additional information.

The company should also provide the following schedules:

a. A schedule showing the company’s funded reserve account for future claims, showing both
nationwide and in Texas, if maintained in separate accounts.

b. A schedule showing the amount owed to service contractors, both nationwide and in Texas.

c. Schedules showing payments made to service contractors for service work performed on
service contracts in Texas and for service work performed in the rest of the nation.

d. Cash on hand and on deposit. List each account separately. Give name and address of
depository, account number, account balance and type. For demand deposits only, give the
balance on the last day of each calendar quarter during this reporting period.

e. Investments. Give type, issuer, purchase date, amount, market and/or book value, and
credit ratings, if applicable.

f. Fixed assets. Also furnish a copy of your depreciation schedule, if applicable.

g. Real Estate. Give a property description, actual cost, date of purchase, liens, name and
address of mortgagee and market value of property. Furnish a copy of your amortization
schedule, if you prefer.

h. Notes payable. For notes of $5,000 or more give the name and address of the holder of the
note, account number, interest rate, date of loan, principal amount of loan, accrued
interest, unpaid balance, and repayment terms.

i. Show payments to real estate brokers, insurance agents, mobile home dealers or non-RSC
employees for selling, advertising, inspection or processing of residential service contracts.
(residential service company employees who contact producers should not be in this
schedule but included in the income statement under costs of contract expense.)

Number of contracts Number of payees
A. Selling
B. Advertising
C. Inspection

D. Processing

j. Schedules listing executive salaries and a subsection showing the total salaries of all
employees of the residential service company.

14. Provide information on sales and service call activity sufficient to complete the chart on page 6
and 7that follows.

TREC Form RSC 6-3 (1/2010) Page 5 of 8




General Interrogatory 14

Statement as of December 31 of the
(Date) (Name of residential service company)
Current Paid Service Contracts in Force: Paid Service Contracts Issued Paid Service Contracts Expired, Paid Service Contracts in Force
Reporting Period Beginning of Quarter During Quarter Terminated, or Cancelled During at
Quarter End of Quarter
Nationwide Texas Nationwide Texas Nationwide Texas Nationwide Texas

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

TOTALS % %% %

Current Paid Service Contract Fees Service Calls Reported to and Dollar Cost of Service Calls Paid Average Dollar Cost per Paid
Reporting Period Collected During Quarter Paid for by the Company for During Quarter Claim
Nationwide Texas Nationwide Texas Nationwide Texas Nationwide Texas

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

TOTALS % %% %

Page 6 of 8
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General Interrogatory 14
Statement as of December 31, of the
(Date) (Name of residential service company)

Current Paid Service Contract Fees Service Calls Reported to and Dollar Cost of Service Calls Paid Average Dollar Cost per Paid
Reporting Period Collected During Month Paid for by the Company for During Month Service Call

Nationwide Texas Nationwide Texas Nationwide Texas Nationwide Texas

July

August

September

October

November

December

TOTALS % %% %

Current Paid Service Contracts in Force: Paid Service Contracts Issued Paid Service Contracts Expired, Paid Service Contracts in Force
Reporting Period Beginning of Month During Month Terminated, or Cancelled During at
Month End of Month

Nationwide Texas Nationwide Texas Nationwide Texas Nationwide Texas

July

August

September

October

November

December

Page 7 of 8
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STATEMENT

For the period ended December 31, ,of the conditions and affairs of

(Name of Residential Service Company)

Address of Home Office: Texas Address:
Telephone # Telephone #
Fax# Fax #
Email Email
State of
County of
, President, , Secretary,

, Treasurer (or corresponding person having charge of the
financial records of the Residential service company) of the
being duly sworn each for himself deposes and says that they are the above described officers of the sald
residential service company, and that on the reporting period stated above, all of the herein assets were the
absolute property of the said residential service company, free and clear from any liens or claims therein, except
as herein stated, according to generally accepted accounting principles, and that this Annual Report, together
with related exhibits, schedules and explanations therein contained, annexed or referred to is a full and true
statement of all of the assets and liability and of the condition and affairs of the said residential service company
as of the reporting period stated above, and of its income and deductions therefrom for the period reported, and
that the information and statements contained therein are true and correct.

, President
Name Printed/Typed
Signed
, Secretary
Name Printed/Typed
(Company Seal)
Signed
, Treasurer
Name Printed/Typed
Signed
Sworn to and subscribed before me by the said ,
, and ,
this day of , , to certify which, witness my hand and
seal of office.
My Commission expires ,
Notary Public in and for
County,
(State)
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Agenda Item 13(f)

SUMMARY

This agenda item proposes amendments to Subchapter N, 8§539.137
concerning Mid-year Report. The proposed rule adopts by reference a
revised mid-year report form. The revised form is streamlined and changed
to provide consistency with other TREC forms. Among other things, the
form is changed to detail payments to real estate brokers, insurance agents,
mobile home dealers or non-RSC employees for selling, advertising,
inspection, or processing of residential service contracts.

STAFF RECOMMENDATION
Propose the amended rule and revised form for publication in the Texas
Register and for public comment.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to Chapter 539, Subchapter N, 8539.137
concerning Mid-year Report and the revised form adopted by reference, in
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission for
publication in the Texas Register and for comment.



Agenda Item 13(f)
22 TAC Chapter 539 Rules Relating to the Residential Service Company Act
Subchapter N. Mid-year Report
§539.137 Mid-year Report

The Texas Real Estate Commission (TREC) proposes amendments to Subchapter N,
8539.137 concerning Mid-year Report. The proposed rule adopts by reference a revised
mid-year report form. The revised form is streamlined and changed to provide
consistency with other TREC forms. Among other things, the form is changed to detail
payments to real estate brokers, insurance agents, mobile home dealers or non-RSC
employees for selling, advertising, inspection, or processing of residential service
contracts.

Comments on the proposal may be submitted to Loretta R. DeHay, General Counsel,
Texas Real Estate Commission, P.O. Box 12188, Austin, Texas 78711-2188.

The amendments are proposed under Texas Occupations Code, §1303.051, which
authorizes the Texas Real Estate Commission to adopt rules necessary to implement
Chapter 1303.

The statute affected by this proposal is Texas Occupations Code, Chapter 1303. No other
statute, code or article is affected by the proposed amendments.

8539.137. Mid-year [Sermternuad] Report

(a) The Texas Real Estate Commission adopts by reference Mid-year
[Semtanngad] Report Form RSC 7-2 [%] approved by the commission [H#a—3994].
This document is published by and available from the Texas Real Estate Commission,
P.O. Box 12188, Austin, Texas 78711-2188, www.trec.state.tx.us.

(b) Each residential service company shall file a mid-year [semiarraet] report
no later than August 15 of each year for the preceding months of January through
June [&Hd—sH&H%&a—semraﬁmral—FepeFFFm—rafeﬁhaﬁ—FebFuaﬁy—}&eFeaeh
1.

This agency hereby certifies that the proposal has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.

Issued in Austin, Texas, on February 8, 2010.
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. OFFICE ADDRESS:
MAILING ADDRESS: TEXAS REAL ESTATE COMMISSION
TEXAS REAL ESTATE COMMISSION 1101 Camino La Costa
P.O. .BOX 12188 Austin, Texas 78752
Austin, Texas 78711-2188 Telephone: (512) 459-6544 or
www.trec.state.tx.us 1-800-250-TREC (8732)

MID-YEAR REPORT BY RESIDENTIAL SERVICE COMPANY

GENERAL INFORMATION

The attached form is to be used by a residential service company when filing its Mid-year Report. The
report for January 1 through June 30 is due on August 1st.

INFORMATION REQUESTED

The residential service company should determine that all requested information provided is detailed
and accurate. Use separate sheets of paper where necessary to provide complete responses.
FAILURE TO FILE A MID-YEAR REPORT IN A TIMELY AND ACCURATE MANNER MAY RESULT
IN THE SUSPENSION OR REVOCATION OF THE COMPANY'S LICENSE TO DO BUSINESS IN
THE STATE OF TEXAS, AND TO OTHER PENALTIES AS SET FORTH IN 81303.352,
RESIDENTIAL SERVICE COMPANY ACT, TEXAS OCCUPATIONS CODE.

1. This report should cover the period from January 1 thru June 30.

2. Unanswered questions and blank lines or schedules are not acceptable. If no answers or entries
are to be made, write "None", "not acceptable"”, "N/A", or "-0-" in the space provided.

3. The certification statement must be signed by the appropriate company officers, have the company
seal affixed thereon and be properly notarized.

4. If this report does not contain the requested information asked for in the blanks, or is not prepared
in accordance with these instructions, the residential service company will be required to file
amendments in order to satisfy these deficiencies.

The information submitted in connection with this mid-year report is generally subject to public
disclosure pursuant to Government Code, Chapter 552, the Public Information Act (PIA). The PIA
excepts from disclosure proprietary information under certain conditions. Please identify each
page containing such information by clearly marking it as confidential or proprietary. Note
that marking documents as proprietary or confidential does not automatically mean that they will
be withheld if requested; the marked information would be submitted to the Office of the Attorney
General for determination of its status.



Texas Real Estate Commission
P.O. Box 12188
Austin, Texas 78711-2188
www.trec.state.tx.us

MID-YEAR REPORT BY:
RESIDENTIAL SERVICE COMPANY

DO NOT WRITE ABOVE THIS LINE

NOTE: ALL INFORMATION MUST BE PRINTED OR TYPED.

Identify each page containing proprietary or confidential information
under the Public Information Act by clearly marking it as such.

MID-YEAR REPORT

of

(Name of Residential Service Company) (License Number)

( City, State )

To the
TEXAS REAL ESTATE COMMISSION

FOR THE PERIOD ENDED
JANUARY-JUNE,
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GENERAL INTERROGATORIES

1. What was the total on the last day of this reporting period of company
accounts payable to service contractors who have performed service work in
Texas under company service contracts?

Answer: $
A. Of this amount, how much is 31 days to 60 days past due? $
B. Of this amount, how much is 61 or more days past due? $

On a separate piece of paper, give an explanation as to why the amount
owed is past due. Give the name and address of the service contractor
along with the amount owed and date debt was incurred for each separate
item in this category

2. What was the total of all accounts payable on the last day of this reporting
period?

3. Attach a copy of pleadings or briefly describe, all lawsuits filed against the company during this
reporting period in which you have been named as a defendant.

What is the total potential exposure of all active lawsuits? $

4. List all lawsuits in excess of $10,000 in which the company was named as a defendant which
have been disposed of during this reporting period, either by settlement, dismissal or final
judgment. State disposition and terms and attach a copy of the final order of the Court.

5. Has the company, during the reporting period covered by this report, been the Qdyves QONo
subject of any administrative proceedings in any jurisdiction?

If "yes," explain.

6. Has the company transferred any of the risk of loss under contracts written by Qvyes ONo
it in Texas to any insurer, reinsurer, residential service company or other
entity during this reporting period?

If "yes," explain.

TREC Form RSC 7-2 (1994) Page 2 of 6




COMPUTATION OF REQUIRED FUNDED RESERVES

NOTE: FOR THE PURPOSES OF ALL CALCULATIONS IN THIS SECTION, CARE SHOULD BE
TAKEN NOT TO COMBINE CONTRACTS WRITTEN FOR DIFFERENT TERMS. EACH SUCH
GROUP OF CONTRACTS SHOULD BE CALCULATED SEPARATELY AND THE RESULTS
COMBINED FOR AN ACCURATE REPORT. COMMISSION STAFF ARE AVAILABLE IN CASE

QUESTIONS ARISE.

7. a. Total the number of contract months remaining on contracts in force in

Texas on the last day of the reporting period. (For purposes of this
calculation, contracts expiring on or before the 15th day of the month
should be counted as O months for the final contract month. Contracts
expiring after the 15th day of the month should be counted as 1 month for
the final contract month.) Answer:

b. Determine the pro rata monthly contract charge. [For purposes of this
calculation the aggregate actual contract costs to the consumer are divided
by the aggregate number of months (exclusive of listing period months) in
the contract terms of "in force" contracts (see note at bottom of page).]

Answer: $

c. Determine the remaining liability on all contracts in force. (Multiply a and
b above). Answer: $

d. Calculate 50% of c above. Answer: $

e. Enter actual Funded Reserve as documented in attached financial reports.
Answer: $

f. ALTERNATIVE COMPUTATION

If 8e is equal to or greater than 8d, no further calculations are needed. If
not, filer must demonstrate that a lesser figure will satisfy the statute or
be in violation. This is done by totaling the losses of all contracts which
expired during the twelve months ending with the last day of the reporting
period. This total is divided by the actual gross contract costs of those
same expired contracts. (This figure will differ from the aggregate actual
contract costs in b above in that none of these contracts are still in force.)
The quotient of this calculation is now multiplied by ¢ above. Answer: $

g. Provide the calculation of the funded reserve for the 5 months prior to this reporting
period.

If 7e is not equal to or greater than 7d or 7f above, the residential service company must take
immediate steps to come into compliance. Several methods are mentioned in the Act and
repeated here:

"Whenever the financial condition of a service company indicates a condition such that the
continued operation of the service company might be hazardous to its service contract
holders, creditors, or the general public, then the commission may, after notice of hearing,
order the service company to take such actions as may be reasonably necessary to rectify the
existing condition, including but not necessarily limited to one of the following steps:

(1) to reduce the total amount of present or potential liability for benefits by reinsurance,
and/or by obtaining an appropriate bond from an admitted carrier of a surplus line
carrier:

(2) to reduce the volume of new business being accepted;
(3) to reduce expenses by specified methods;
(4) to suspend or limit the writing of new business for a period of time; or

(5) to increase the service company's net worth by contribution.”

TREC Form RSC 7-2 (1994)
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9. Furnish schedules for the Funded Reserve. Give details concerning the company's funded
reserve account(s) for future service calls, both nationwide and for Texas, if maintained
separately. Show the balance in each account on the last day of the preceding six months.
(Copies of bank or investment house statements are preferred here.)

10. Show payments to real estate brokers, insurance agents, mobile home dealers or non-RSC
employees for selling, advertising, inspection or processing of residential service contracts.
(residential service company employees who contact producers should not be in this schedule
but included in the income statement under costs of contract expense.)

Number of contracts Number of payees
A. Selling
B. Advertising
C. Inspection
D. Processing

11. Provide information on sales and service call activity sufficient to complete the chart on page 5.

TREC Form RSC 7-2 (1994) Page 4 of 6




General Interrogatory 11
Statement as of June 30,

of the

(Date)

(Name of residential service company)

Current
Reporting Period

Paid Service Contract Fees
Collected During Month

Service Calls Reported to and
Paid for by the Company

Dollar Cost of Service Calls Paid
for During Month

Average Dollar Cost per Paid
Service Call

Nationwide Texas

Nationwide Texas

Nationwide Texas

Nationwide Texas

January

February

March

April

May

June

TOTALS

.

Current
Reporting Period

Paid Service Contracts in Force:
Beginning of Month

Paid Service Contracts Issued
During Month

Paid Service Contracts Expired,
Terminated, or Cancelled During
Month

Paid Service Contracts in Force
at
End of Month

Nationwide Texas

Nationwide Texas

Nationwide Texas

Nationwide Texas

January

February

March

April

May

June

TOTALS

Page 5 of 6
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For the period ended June 30,

STATEMENT

,of the conditions and affairs of

(Name of Residential Service Company)

Address of Home Office:

Texas Address:

Telephone #

Fax#

Email

State of

Telephone #

Fax #

Email

County of

, President,

financial records of the residential service company) of the

, Secretary,

Treasurer (or corresponding person having charge of the

being duly sworn each for himself deposes and says that they are the above described officers of the sald
residential service company, and that on the reporting period stated above, all of the herein assets were the
absolute property of the said residential service company, free and clear from any liens or claims therein, except
as herein stated, according to generally accepted accounting principles, and that this Mid-Year Report, together
with related exhibits, schedules and explanations therein contained, annexed or referred to is a full and true
statement of all of the assets and liability and of the condition and affairs of the said residential service company
as of the reporting period stated above, and of its income and deductions therefrom for the period reported, and
that the information and statements contained therein are true and correct.

Sworn to and subscribed before me by the said

(Company Seal)

, President
Name Printed/Typed
Signed
, Secretary
Name Printed/Typed
Signed
, Treasurer

Name Printed/Typed

Signed

, and

this

seal of office.

My Commission expires

day of

TREC Form RSC 7-2 (1994)

, to certify which, witness my hand and

Notary Public in and for

County,

(State)
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RULES FOR POSSIBLE ADOPTION

14. Discussion and possible action to adopt
amendments to:

a.22 TAC §535.61 Examinations

b.22 TAC §535.62 Accreditation of
Schools and Approval of Courses and
Instructors

c.22 TAC §535.64 Payment of Annual
Fee, Audits, Investigations and
Enforcement Actions



Agenda Item 14 (a)-(c)

SUMMARY

The Texas Real Estate Commission (TREC) adopts amendments to
8535.61, Examinations 8535.62, Acceptable Courses of Study, and
8535.64, Accreditation of Schools and Approval of Courses and Instructors
with changes to the proposed text as published in the November 6, 2009,
issue of the Texas Register (34 TexReg 7762). The amendment to §535.61
as adopted establishes a pre-license examination pass rate for brokers at
75% and for salespersons at 70%. The difference between the rule as
originally proposed and the rule as adopted is the 75% pass rate applies to
the broker examinations and the 70% pass rate applies to salesperson
examinations.  The amendments to 8535.62 and 8535.64 define how
TREC-approved proprietary schools’ passage rates are calculated and
published by the commission and implement the statutory requirement that
schools demonstrate a 55% examination passage rate to renew their
accreditation. In response to comments to previously proposed
amendments to these rules, the amendments allow schools that offer
correspondence courses in association with accredited colleges or
universities to issue certificates of completion in the name of the TREC-
approved school and to count the examination passage rates of students in
those courses toward the school’s overall passage rates. The amendments
further state that correspondence courses offered in association with
accredited colleges or universities, like correspondence courses offered by
accredited colleges and universities, do not require commission approval
because all such courses must comply with the college or university’s
curriculum accreditation standards.

The reasoned justification for the amendments is greater public availability
of information regarding a school’s examination passage rate, and an
increased ability by the agency to ensure the quality of education offered by
these schools.

Five comments were received on the rules as proposed, including the Texas
Association of Realtors.

One commenter commented favorably on establishing the pre-license
examination passing score for salespersons and brokers at 75%.

One commenter generally agrees with the amendments.

One commenter suggested postponing for at least six months changing the
passing score from 70% to 75% until the commission has collected
additional statistical data on the recent changes to the examination structure



and format. The commission respectfully disagrees with the commenter
with respect to the broker examination and believes that increasing the
passing score to 75% for the broker examination will further ensure well-
qualified and educated brokers to better protect consumers of real estate
services in Texas.

One commenter is not in favor of changing the passing score from 70% to
75%. The commenter indicates that there are no signs of concern with the
current 70% passing score and such score is sufficient evidence of mastery.
The commission respectfully disagrees with the commenter and believes
that increasing the passing score to 75% for the broker examination will
further ensure well-qualified and educated brokers to better protect
consumers of real estate services in Texas.

One commenter is not in favor of changing the passing score from 70% to
75% and requested additional clarification on the amendments to 8535.62
and 8535.64. Regarding the examination passing score, the commenter
states that since changing the passing score is not a matter of urgency, the
commission should focus its attention on implementing the 55% first time
pre-license exam pass rate before in considers raising the actual passing
score for the examination.

Regarding the amendments to §535.62, the commenter asks for clarification
regarding the term “aggregated.” The aggregate pass rate is the total
number of broker, salesperson, real estate inspector, and professional
inspector examinees (students) divided by the total number of students who
passed the examination on the first attempt for the same period. The
aggregate number of students does not include appraiser examinees.

STAFF RECOMMENDATION
Adopt the rules as submitted by staff with an effective date of September 1,
2010.

MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to 8535.61, §535.62 and §535.64 in substantially
the form presented at this meeting, with technical, non-substantive
corrections as staff may deem necessary or advisable, and with substantive
changes as have been approved by the Commission in the Texas Register
for adoption with an effective date of September 1, 2010.



Agenda Items 14 (a)-(c)
F. Education, Experience, Educational Programs, Time Periods and Type of License
§535.61 Examinations
8535.62 Acceptable Courses of Study
8535.64 Accreditation of Schools and Approval of Courses and Instructors

The Texas Real Estate Commission (TREC) adopts amendments to 8535.61, Examinations 8535.62,
Acceptable Courses of Study, and §535.64, Accreditation of Schools and Approval of Courses and
Instructors with changes to the proposed text as published in the November 6, 2009, issue of the
Texas Register (34 TexReg 7762). The amendment to §8535.61 as adopted establishes a pre-license
examination pass rate for brokers at 75% and for salespersons at 70%. The difference between the
rule as originally proposed and the rule as adopted is the 75% pass rate applies to the broker
examinations and the 70% pass rate applies to salesperson examinations. The amendments to
8535.62 and §535.64 define how TREC-approved proprietary schools’ passage rates are calculated
and published by the commission and implement the statutory requirement that schools demonstrate
a 55% examination passage rate to renew their accreditation. In response to comments to
previously proposed amendments to these rules, the amendments allow schools that offer
correspondence courses in association with accredited colleges or universities to issue certificates of
completion in the name of the TREC-approved school and to count the examination passage rates of
students in those courses toward the school’s overall passage rates. The amendments further state
that correspondence courses offered in association with accredited colleges or universities, like
correspondence courses offered by accredited colleges and universities, do not require commission
approval because all such courses must comply with the college or university’s curriculum
accreditation standards.

The reasoned justification for the amendments is greater public availability of information regarding
a school’s examination passage rate, and an increased ability by the agency to ensure the quality of
education offered by these schools.

Five comments were received on the rules as proposed, including the Texas Association of Realtors.

One commenter commented favorably on establishing the pre-license examination passing score for
salespersons and brokers at 75%.

One commenter generally agrees with the amendments.

One commenter suggested postponing for at least six months changing the passing score from 70%
to 75% until the commission has collected additional statistical data on the recent changes to the
examination structure and format. The commission respectfully disagrees with the commenter with
respect to the broker examination and believes that increasing the passing score to 75% for the
broker examination will further ensure well-qualified and educated brokers to better protect
consumers of real estate services in Texas.

One commenter is not in favor of changing the passing score from 70% to 75%. The commenter
indicates that there are no signs of concern with the current 70% passing score and such score is
sufficient evidence of mastery. The commission respectfully disagrees with the commenter and
believes that increasing the passing score to 75% for the broker examination will further ensure
well-qualified and educated brokers to better protect consumers of real estate services in Texas.

One commenter is not in favor of changing the passing score from 70% to 75% and requested
additional clarification on the amendments to 8535.62 and §535.64. Regarding the examination
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passing score, the commenter states that since changing the passing score is not a matter of urgency,
the commission should focus its attention on implementing the 55% first time pre-license exam pass
rate before in considers raising the actual passing score for the examination.

Regarding the amendments to §535.62, the commenter asks for clarification regarding the term
“aggregated.” The aggregate pass rate is the total number of broker, salesperson, real estate
inspector, and professional inspector examinees (students) divided by the total number of students
who passed the examination on the first attempt for the same period. The aggregate number of
students does not include appraiser examinees.

The amendments are adopted under Texas Occupations Code, 81101.151, which authorizes the
Texas Real Estate Commission to make and enforce all rules and regulations necessary for the
performance of its duties and to establish standards of conduct and ethics for its licensees in keeping
with the purpose and intent of the Act to ensure compliance with the provisions of the Act.

The statute affected by this adoption is Texas Occupations Code, Chapter 1101. No other statute,
code or article is affected by the amendments.

8535.61. Examinations.
(a) (No Change.)

(b) Examinations required for any license issued by the commission will be conducted by the
testing service with which the commission has contracted for the administration of
examinations. The testing service shall schedule and conduct the examinations in the manner
required by the contract between the commission and the testing service. To pass the broker
licensing examination, an applicant must attain a passing score of at least 75%b in each
section of the examination. To pass the salesperson licensing examination, an applicant

must attain a passing score of at least 7% in each section of the examination.

(c)—(g9) (No Change.)

8535.62. Acceptable Courses of Study.
(a)—(c) (No change.)

(d) A core real estate course also must meet each of the following requirements to be
accepted.

(1)—(4) (No change.)

(5) For a correspondence course, the course must have been offered by or in association
with an accredited college or university, and students receiving credit for the course must
pass either:

(A) a proctored final examination administered under controlled conditions to positively
identified students and graded by the instructor or, if the examination is being graded
mechanically or by use of a computer, by the provider, using answer keys approved by the
instructor or provider; or

(B) an examination by use of a computer under conditions that satisfy the commission
that the examinee is the same person who seeks course credit.

(6) If a correspondence course was offered by a proprietary school in association

with an accredited college or university. the proprietary school has certified to the
commission that the course was offered in__accordance with the college or
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university’s curriculum accreditation standards. Using the name of the proprietary
school “in_association with” the name of the college or university on_the course

completion certificate or electronic course submission constitutes certification to the
commission that the course was offered in_compliance with the college or
university’s curriculum accreditation standards.

(7) [(B)] For a course offered by an alternative delivery method, the course met the
following requirements.

(A) The course must be certified by a distance learning certification center that is
acceptable by the commission.

(B) The rationale for the education processes implemented in the course must be based
on sound instructional strategies which have been systematically designed and proven effective
through educational research and development. The basis and rationale for any proposed
instructional approach must be specified in the application for approval. The following types of
programs will not be approved:

(i) those which consist primarily of text material; or

(ii) those which primarily consist of questions similar to those on the state licensing
examination.

(C) An approved instructor or the provider's coordinator/director shall grade the written
course work.

(D) Every provider offering an approved course under this subsection shall:

(i) ensure that a qualified person is available to answer students' questions or provide
assistance as necessary;

(ii) satisfy the commission that procedures are in place to ensure that the student who
completes the work is the student who is enrolled in the course; and

(iii) certify students as successfully completing the course only if the student;

(1) has completed all instructional modules required to demonstrate mastery of the
material;

(1) has attended any hours of live instruction and/or testing required for a given
course; and

(111) has passed either:

(-a-) a proctored final examination administered under controlled conditions to
positively identified students, at a location and by an official approved by the commission and
graded by the instructor or, if the examination is being graded mechanically or by use of a
computer, by the provider, using answer keys approved by the instructor or provider; or

(-b-) an examination by use of a computer under conditions that satisfy the
commission that the examinee is the same person who seeks credit.

(8) [(*)] The student must not have completed more than one course with substantially
the same course content within a three year period.

(9) [(B)] The course did not primarily concern techniques or procedures utilized by a
particular brokerage or organization.

(10) [(®)] For a classroom course, the course was offered in a location conducive to
instruction that is separate and apart from the work area, such as a classroom, training room,
conference room, or assembly hall.

(e) — (f) (No change.)
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RULES FOR POSSIBLE ADOPTION

15. Discussion and possible action to adopt new
§535.93 Late Renewal Applications



Agenda Item 15

SUMMARY

The agenda item adopts new §535.93 concerning Late Renewal
Applications without changes to the proposed text as published in the
January 1, 2010, issue of the Texas Register (35 TexReg26). The rule
allows a licensee whose license has been expired for not more than a year
to renew the license by paying an increased fee depending on how long the
license has been expired. New §535.93 permits a person with an expired
salesperson or broker license to retroactively renew the previous license if
the application to renew was filed less than one year from the expiration of
the previous license. The new rule requires the commission to renew the
license in an active status except as provided by the section. In order to
retroactively renew a salesperson’s license on active status, a salesperson
applicant must provide certification of sponsorship for the period from the
day after the license expired to the day the license issued, and for the period
beginning on the day after the renewal license is issued, and otherwise
comply with the section. If Mandatory Continuing Education (MCE)
requirements are not met prior to the previous license expiration date, an
applicant who wishes to renew the license on active status must pay an
addition $200 fee and complete the MCE not later than the 60" day after
the expiration of the previous license. If the application to renew is filed
more than 60 days but less than one year after the previous license expired
and MCE requirements were not met before the license expired, the
applicant must pay a $200 MCE deferral fee, a $250 late reporting fee,
complete the MCE, and if a salesperson, provide certification of
sponsorship for the period in which the license was expired to the day the
license issued, and for the period beginning on the day after the renewal
license is issued.

The reasoned justification for the amendment is full implementation of the
statutory waiting period.

No comments were received regarding the amendment as proposed.

STAFF RECOMMENDATION
Adopt the rule as submitted by staff.




MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit new §535.93 concerning Late Renewal Applications, in
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission in the Texas

Register for adoption.



Agenda Item 15
Subchapter I. Licenses
8535.93. Late Renewal Applications

The Texas Real Estate Commission (TREC) adopts new §535.93 concerning Late
Renewal Applications without changes to the proposed text as published in the January 1,
2010, issue of the Texas Register (35 TexReg26). The rule allows a licensee whose
license has been expired for not more than a year to renew the license by paying an
increased fee depending on how long the license has been expired. New §535.93 permits
a person with an expired salesperson or broker license to retroactively renew the previous
license if the application to renew was filed less than one year from the expiration of the
previous license. The new rule requires the commission to renew the license in an active
status except as provided by the section. In order to retroactively renew a salesperson’s
license on active status, a salesperson applicant must provide certification of sponsorship
for the period from the day after the license expired to the day the license issued, and for
the period beginning on the day after the renewal license is issued, and otherwise comply
with the section. If Mandatory Continuing Education (MCE) requirements are not met
prior to the previous license expiration date, an applicant who wishes to renew the license
on active status must pay an addition $200 fee and complete the MCE not later than the
60" day after the expiration of the previous license. If the application to renew is filed
more than 60 days but less than one year after the previous license expired and MCE
requirements were not met before the license expired, the applicant must pay a $200
MCE deferral fee, a $250 late reporting fee, complete the MCE, and if a salesperson,
provide certification of sponsorship for the period in which the license was expired to the
day the license issued, and for the period beginning on the day after the renewal license is
issued.

The reasoned justification for the amendment is full implementation of the statutory
waiting period.

No comments were received regarding the amendment as proposed.

The amendment is adopted under Texas Occupations Code, 81101.151, which authorizes
the Texas Real Estate Commission to make and enforce all rules and regulations
necessary for the performance of its duties and to establish standards of conduct and
ethics for its licensees in keeping with the purpose and intent of Chapter 1102 to ensure
compliance with the provisions of the chapter.

The statute affected by this adoption is Texas Occupations Code, Chapter 1101. No other
statute, code or article is affected by the amendment.

Section 535.93 Late Renewal Applications.

(a) A licensee who files a late application to renew a previous license less than
one year after the expiration of the license must do so on a form approved by the
commission for that purpose and is subject to the requirements of this section and
Tex. Occ. Code 81101.451(e). The commission shall renew the license in _an active
status except as provided by this section. A license issued under this section is
effective the day following the expiration of the previous license.

(b) To renew a license on active status without any lapse in active licensure, a
salesperson must also submit a Salesperson Sponsorship Form certifying sponsorship
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for the period from the day after the previous license expired to the day the renewal
license issued, and for the period beginning on the day after the renewal license
issued. The same broker may be the sponsor for both periods. The commission shall
renew the license on inactive status for the period(s) in which the salesperson was
not sponsored.

(c) A licensee who has not completed all Mandatory Continuing Education (MCE)
before the expiration of the previous license and who files a late application not later
than the 60" day after the expiration of the previous license may renew the license
on active status subject to the following conditions.

(1) Not later than the 60" day after the expiration of the previous license, the
licensee must:

(A) pay an MCE deferral fee of $200, and
(B) complete the MCE.

(2) If, within 15 days after the end of the 60-day period set out in paragraph
(1) of this subsection, the commission has not been provided with evidence that the
licensee has completed the MCE and paid the MCE deferral fee of $200, the renewed
license shall be placed on inactive status. In order to reactivate a license placed on
inactive status under this subsection, the licensee must:

(A) provide the commission with evidence that the licensee has completed

the MCE;

(B) pay the $200 MCE deferral fee if it has not yet been paid;

(C) complete and submit a Request to Return to Active Status Form if a
broker or a Salesperson Sponsorship Form if a salesperson and pay the appropriate
fee; and

(D) pay a late reporting fee of $250.

(d) If a licensee who has not completed all MCE before the expiration of the
previous license files a late application to renew the license in an active status more
than 60 days but less than one year from the expiration of the license, the licensee
must:

(1) provide the commission with evidence that the licensee has completed the

MCE;

(2) pay the $200 MCE deferral fee;

(3) complete and submit a Salesperson Sponsorship Form if a salesperson;
and

(4) pay a late reporting fee of $250.

(e) If a licensee files a late application to renew a license in_an active status and
has completed all MCE before the expiration of the previous license, the licensee is
not required to pay the $200 MCE deferral fee or the $250 late reporting fee.

(f) MCE completed after expiration of the previous license under this section may
not be applied to any subsequent renewal of the license.

(q) A licensee may file a late application to renew a license on inactive status
under this section.

This agency hereby certifies that the adoption has been reviewed by legal counsel and
found to be within the agency’s legal authority to adopt.
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A
RULES FOR POSSIBLE ADOPTION

16. Discussion and possible action to adopt
amendments to 535.208 Application for
Licensure as an Inspector



Agenda Item 16

SUMMARY

This agenda item adopts an amendment to §535.208, Application for a License,
without changes to the proposed text as published in the January 1, 2010 issue of
the Texas Register (35 TexReg 27). The amendment better implements the
statutory requirement that applicants for inspector licenses who fail the
examination three times must wait six months before reapplying. Prior to this
amendment, applicants were able to the six-month wait requirement by filing a
new application after the second failure, so that a third failure would be registered
in the agency’s licensing database as occurring under a different application. The
amendment will prevent applicants from filing a new application while another
application is pending.

The reasoned justification for the amendment is full implementation of the
statutory waiting period.

No comments were received regarding the amendment as proposed.

STAFF RECOMMENDATION
Adopt the rule as submitted by staff.

MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit the amendments to 8535.208, Application for a License, In
substantially the form presented at this meeting, with technical, non-
substantive corrections as staff may deem necessary or advisable, and with
substantive changes as have been approved by the Commission in the Texas
Register for adoption.



Agenda Item 16
Application for Licensure as an Inspector
22 TAC § 535.208

The Texas Real Estate Commission (TREC) adopts an amendment to 8535.208, Application for
a License, without changes to the proposed text as published in the January 1, 2010 issue of the
Texas Register (35 TexReg 27), which will not be republished. The amendment better
implements the statutory requirement that applicants for inspector licenses who fail the
examination three times must wait six months before reapplying. Prior to this amendment,
applicants were able to the six-month wait requirement by filing a new application after the
second failure, so that a third failure would be registered in the agency’s licensing database as
occurring under a different application. The amendment will prevent applicants from filing a
new application while another application is pending.

The reasoned justification for the amendment is full implementation of the statutory waiting
period.

No comments were received regarding the amendment as proposed.

The amendment is adopted under Texas Occupations Code, 81101.151, which authorizes the
Texas Real Estate Commission to make and enforce all rules and regulations necessary for the
performance of its duties and to establish standards of conduct and ethics for its licensees in
keeping with the purpose and intent of Chapter 1102 to ensure compliance with the provisions of
the chapter.

The statute affected by this adoption is Texas Occupations Code, Chapter 1102. No other statute,
code or article is affected by the amendment.

22 TAC 535.208. Application for a License.
(a) —(d) (No change.)

(e) A person may not file an application while another application for the same
license type is pending. An application submitted while another _is pending will be
returned to the applicant with no further processing.

(O [€e)]1 An application for a license may be denied if the commission determines that
the applicant has failed to satisfy the commission as to the applicant's honesty,
trustworthiness and integrity or if the applicant has been convicted of a criminal offense
which is grounds for disapproval of an application under 8541.1 of this title (relating to
Criminal Offense Guidelines). Notice of the denial and any hearing on the denial shall be as
provided in Texas Occupations Code, §1101. 364, and 8533.34 of this title (relating to
Disapproval of an Application for a License or Registration). For the purposes of this section,
the term "late renewal” means an application for a license by a person who held the same
type of license no more than two years prior to the filing of the application.

(q) [€D] Procuring or attempting to procure a license by fraud, misrepresentation or
deceit or by making a material misstatement of fact in an application is grounds to deny the
application or suspend or revoke the license. It is a violation of this section for a sponsoring
professional inspector knowingly to make a false statement to the commission in an
application for a license or late renewal of a license for an apprentice or a real estate
inspector.
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This agency hereby certifies that the adoption has been reviewed by legal counsel and found to
be within the agency’s legal authority to adopt.
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PENDING BUSINESS

17. Discussion regarding appointments to the
Broker Responsibility Committee

18. Discussion regarding appointments to the
Education Committee



Agenda Item 17

SUMMARY

This agenda item allows for discussion regarding appointments to the
Broker Responsibility Committee.



Agenda Item 18

SUMMARY

This agenda item allows for the discussion regarding
appointments to the Education Committee.



NEW BUSINESS

19. Discussion and possible action regarding self-
executing clauses in agreed orders



Agenda Item 19

SUMMARY

This agenda item allows for the discussion and possible action regarding
self-executing clauses in agreed orders.



NEW BUSINESS

20. Discussion and possible action to approve a
plan to identify savings in priority
increments totaling 5% of the general
revenue and general revenue-dedicated
appropriations for the 2010-11 biennium,
pursuant to the request dated January 15,
2010, from Texas Governor Rick Perry,
Lieutenant Governor David Dewhurst, and
Speaker of the House Joe Straus



Agenda Item 20

SUMMARY

This agenda item allows for the discussion and possible action to approve a
plan to identify savings in priority increments totaling 5% of the general
revenue and general revenue-dedicated appropriations for the 2010-2011
biennium, pursuant to the request dated January 15, 2010, from Texas
Governor Rick Perry, Lieutenant Governor David Dewhurst, and Speaker
of the House, Joe Straus.

STAFF RECOMMENDATION
Approve the plan as submitted by staff.

MOTION

MOVED, that staff is hereby authorized, on behalf of this Commission, to
submit a plan to identify savings in priority increments totaling 5% of the
general revenue and general revenue-dedicated appropriations for the 2010-
2011 biennium, pursuant to the request dated January 15, 2010, from Texas
Governor Rick Perry, Lieutenant Governor David Dewhurst, and Speaker
of the House, Joe Straus. Staff may submit the information to the required
entities upon approval by the Chairman.






Texas Real Estate Commission & Texas Appraiser Licensing & Certification Board

Proposed 5% Budget Reduction

FY2010 FY2011 Biennial
TREC TALCB Total TREC TALCB Total Total

Basis of Reduction
General Revenue per GAA 6,999,678 1,013,673 8,013,351 7,293,001 838,233 8,131,234 16,144,585

TX Online (22,000) 22,000 0 (22,000) 22,000 0 0

General Revenue Dedicated 0 120,000 120,000 0 120,000 120,000 240,000

Less Master Lease Purchase Payments (68,700) (68,700) (14,700) (14,700) (83,400)

Total GR & GR Dedicated 6,908,978 1,155,673 8,064,651 7,256,301 980,233 8,236,534 16,301,185

X 5% = GR/GRD Reduction 345,449 57,784 403,233 362,815 49,012 411,827 815,059
1. Delay Imaging

Imaging (FY2010: Reserve allowed for

$19,000 est. imaging costs YTD; ongoing

storage of records already scanned; plus

25% of imaging capital budget rider for

Versa transfer contingency) 97,587 25,147 122,734 299,040 49,760 348,800 471,534

Building Remodeling - delay in moving

Communications downstairs to reduce

square footage by FY2012 0 40,000 40,000 40,000

Movers-delay in moving Communications

downstairs 0 3,000 3,000 3,000

Total - Delay Imaging 97,587 25,147 122,734 342,040 49,760 391,800 514,534
2. Unfilled FTE Positions

Salary - 1 unfilled position 25,800 25,800 25,800 25,800 51,600

Equipment - 5 unfilled positions granted by

81st Legislature:

Computer Hardware ($1,000 each) 1,000 4,000 5,000 0 5,000

Computer Software ($1,000 each) 1,000 4,000 5,000 0 5,000

Printers ($400 each) 400 1,600 2,000 0 2,000

Modular Furniture ($5,200 each) 5,200 20,800 26,000 0 26,000

Chair ($400 each) 400 1,600 2,000 0 2,000

File Cabinet (5260 each) 260 1,040 1,300 0 1,300

Telephones for new FTEs ($600 each) 600 2,400 3,000 0 3,000

Total - Unfilled Positions 8,860 61,240 70,100 0 25,800 25,800 95,900
3. Technology

DIR Controlled Penetration Study (assume

DIR won't charge for FY2011) 16,000 16,000 16,000 16,000 32,000

Computer Programming (115 hrs. @ $80) 9,200 9,200 0 0 9,200

Bandwidth Increase 10,800 10,800 10,800 10,800 21,600

PC Refresh reduced 10,000 10,000 10,000 10,000 20,000

Total - Technology 46,000 0 46,000 36,800 0 36,800 82,800
4. Registration & Memberships

IS Training 3,000 3,000 3,000 3,000 6,000

Conferences 0 0 0

Other Training 0 0 0

Total Registration & Memberships 3,000 0 3,000 3,000 0 3,000 6,000
5. Reduce printing/postage

E-mail renewal notices ($2,000/mo for

TREC; $150/mo for TALCB) 10,000 750 10,750 24,000 1,800 25,800 36,550

Remote print licenses ($1,800/mo for TREC;

$200/mo for TALCB) 9,000 1,000 10,000 21,000 2,400 23,400 33,400

Change complaint letters to postcards;

reduce from quarterly to 3 times annually

($175/mo) 875 875 2,100 2,100 2,975

Total - Reduce printing/postage 19,875 1,750 21,625 47,100 4,200 51,300 72,925
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Texas Real Estate Commission & Texas Appraiser Licensing & Certification Board

Proposed 5% Budget Reduction

FY2010 FY2011 Biennial
TREC TALCB Total TREC TALCB Total Total
6. Travel:
Commissioners 0 0 0 0 0
Broker Lawyer Committee 1,000 1,000 1,000 1,000 2,000
Inspector Committee 1,000 1,000 1,000 1,000 2,000
Adm/Directors 1,000 1,000 1,000 1,000 2,000
Enforcement 0 0 0
Miscellaneous 600 600 600 600 1,200
Total - Travel 3,600 0 3,600 3,600 0 3,600 7,200
7. 1/800 Lines
1/800 Lines 0 0 0
TREC: $2,000/mo 10,000 10,000 24,000 24,000 34,000
TALCB: $100/mo 500 500 1,200 1,200 1,700
Total 1/800 Lines 10,000 500 10,500 24,000 1,200 25,200 35,700
Total Proposed Reduction 188,922 88,637 277,559 456,540 80,960 537,500 815,059
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A
NEW BUSINESS

2 1. Discussion and possible action regarding the
Texas Real Estate Commission Strategic Plan
for the fiscal years 2011-2015



Agenda Item 21

SUMMARY

This agenda item allows for the discussion and possible action regarding
the Texas Real Estate Commission Strategic Plan for the fiscal years
2011-2015

STAFF RECOMMENDATION
Permit staff to develop the process and schedule for the Strategic Plan.

MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
develop the process and schedule concerning the Texas Real Estate
Commission Strategic Plan for the fiscal years 2011-2015.



AR
FUTURE MEETINGS

22. Discussion and possible action to schedule
future meetings

23. Adjourn



Agenda Item 22

SUMMARY
Schedule future meetings and adjourn

STAFF RECOMMENDATION
At this time meetings are scheduled May 17, 2010, August 9, 2010 and
November 15, 2010. All meetings scheduled would begin at 10:00 a.m.

MOTION
MOVED, that staff is hereby authorized, on behalf of this Commission, to
schedule meetings of the Commission on the following dates:
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