Texas Real Estate Commission

Rules Adogted at the May 7, 2012 Meeting

Chapter 535, General Provisions

Subchapter E. Requirements for
Licensure

§535.53 Business Entities.

The Texas Real Estate Commission (TREC)
adopts amendments to §535.53, concerning
Business Entities, without changes to the
proposed text as published in the March 16,
2012, issue of the Texas Register (37
TexReg 1894) and will not be republished.

The amendments clarify that a business
entity obtaining or renewing a license or an
entity changing its designated broker would
need to provide proof that the new
designated broker directly owns at least 10%
of the business entity obtaining or renewing
the license and that the new designated
broker is an officer, manager, or general
partner of the entity. If the new designated
broker does not directly own at least 10% of
the business entity, it would need to show
proof that the entity maintains the
appropriate errors and omissions insurance
as required by the Act.

The reasoned justification for the
amendments is to provide clarity and
consistency in interpreting the provisions of
Chapter 1101, Texas Occupations Code,
regarding 10% ownership of a business
entity by a designated broker.

No comments were received on the
amendments as proposed.

The amendments are adopted under
81101.151, Texas Occupations Code, which
authorizes the TREC to adopt and enforce
rules necessary to administer Chapters 1101
and 1102.

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

§535.53. Business Entities.

(a)For the purposes of qualifying for,
maintaining, or renewing a license, a business
entity must designate a broker to act for it. The
business entity may not act as a broker during
any period in which it does not have a
designated broker to act for it who meets the
requirements of the Act. To obtain or renew a

license, or upon any change in the business
entity's designated broker, the entity must
provide proof to the commission of the
designated broker's current status as an officer,
manager or general partner for that entity and
proof that the business entity maintains
appropriate errors and omissions insurance if
the designated broker does not own directly at
least 10 percent of the entity. A broker may not
act as a designated broker at any time while the
broker's license is inactive, expired, suspended
or revoked.

(b)Section 1101.355 of the Act applies only to
business entities which are created under the
laws of this state, provided, however, that a
business entity formed under the laws of a state
other than Texas will be considered to be a
Texas resident for purposes of this section if it is
qualified to do business in Texas; its officers,
managers, or general partners are Texas
residents and its principal place of business and
all of its assets are located in Texas.

(c)If a licensed corporation or limited liability
company is dissolved with the Office of the
Secretary of State, then the license immediately
becomes null and void.

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.

Filed with the Office of the Secretary of
State on May 14, 2012.
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General Counsel
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