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AGENDA FOR TEXAS REAL ESTATE COMMISSION (TREC) MEETING
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Stephen F. Austin Bldg., 1700 N. Congress Avenue
Austin, Texas 78701

Auqust 1, 2011 at 10:00 a.m.
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CALL TO ORDER

. Call to order and pledges of allegiance

Discussion and possible action to excuse Commissioner absence(s), if any
Election of vice-chair

MINUTES

. Approval of minutes of May 2, 2011 Commission meeting

STAFF AND COMMITTEE REPORTS

Reports by administrator, general counsel, and division directors of monthly activities and
statistical data for communications, licensing, education, enforcement, information
technology, staff services, 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 commissioners for additional information or reports from staff; and
introduction of new employees

Report by Texas Real Estate Inspector Committee

PUBLIC COMMENTS
General comments from visitors on non-agenda items

RULES FOR POSSIBLE ADOPTION

Discussion and possible action to adopt amendments to 22 TAC, Subchapter Q §535.191
regarding Schedule of Administrative Penalties

Discussion and possible action to adopt amendments to 22 TAC, Subchapter R, §535.219
regarding Schedule of Administrative Penalties

10. Discussion and possible action to adopt amendments to 22 TAC Chapter 537 as follows:

a. 8537.20 concerning Standard Contract Form TREC No. 9-9
b. 8537.28 concerning Standard Contract Form TREC No. 20-10
c. 8537.30 concerning Standard Contract Form TREC No. 23-11
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d. 8537.31 concerning Standard Contract Form TREC No. 24-11
e. 8537.32 concerning Standard Contract Form TREC No. 25-8
f. 8§537.37 concerning Standard Contract Form TREC No. 30-9

EMERGENCY RULES FOR POSSIBLE ADOPTION

11. Discussion and possible action to take emergency action to adopt amendments to 22 TAC
Chapter 535 as follows:

a. Subchapter B, §535.17 concerning Appraisals
b. Subchapter C, §535.31 concerning Attorneys at Law
c. Subchapter E, Requirements for Licensure as follows:
i.  8535.50 concerning Definitions
ii.  8535.51 concerning General Requirements
ii.  8535.53 concerning Corporations and Limited Liability Companies
d. Subchapter I, 8535.93 concerning Late Renewals
e. Subchapter J, 8535.101 concerning Fees
f. Subchapter M, 8535.132 concerning Eligibility for Licensure
g. Subchapter N, 8535.141 concerning Initiation of Investigation

RULES FOR POSSIBLE PROPOSAL
12. Discussion and possible action to propose amendments to 22 TAC Chapter 535 as follows:
a. Subchapter B 8535.17 concerning Appraisals
b. Subchapter C, 8535.31 concerning Attorneys at Law
c. Subchapter E, Requirements for Licensure as follows:
i. 8535.50 concerning Definitions

ii. 8535.51 concerning General Requirements

iii. 8535.53 concerning Corporations and Limited Liability Companies

iv. 8535.55 concerning Education Requirements for a Salesperson License

v. 8535.56 concerning Education and Experience Requirements for a Broker
License

d. Subchapter F, §535.63 concerning Accreditation of Core Education Schools
e. Subchapter G, Mandatory Continuing Education as follows:

i. 8§535.71 concerning Approval of Providers, Courses and Instructors

ii.  8535.72 concerning Presentation of Courses, Advertising and Records
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13.
14.

15.

16.

17.

18.
19.
20.

21.
22,

f. Subchapter I, Licenses as follows:
i.  8535.91 concerning Renewal Notices
ii.  8535.93 concerning Late Renewal Applications
iii.  8535.96 concerning Mailing Address and Other Contact Information
g. Subchapter J, §8535.101 concerning Fees

h. Subchapter L, Termination of Salesperson’s Association with Sponsoring Broker as
follows:

i. 8§535.121 concerning Inactive License

ii. 8535.122 concerning Reactivation of License
i. Subchapter M, §535.132 concerning Eligibility for Licensure
J.  Subchapter N, §535.141 concerning Initiation of Investigation
K. Subchapter R, 8535.210 concerning Inspector Fees

PENDING BUSINESS
Discussion regarding legislative housekeeping measures and other legislative items

Discussion and possible action to adopt a code of conduct for members of advisory
committees and working groups

NEW BUSINESS

Discussion and possible action to approve changes to TREC application forms to incorporate
amendments to Texas Occupations Code Chapter 1101 under Senate Bill 747, 82" Texas
Legislature, Regular Session (2011)

Discussion and possible action on Broker Responsibility working group recommendations on
experience requirements for a broker license

Discussion and possible action to approve amendments to the Seller’s Disclosure of Property
Condition Form, TREC No. OP-H

Discussion and possible action to appoint two members to the Broker Lawyer Committee
Discussion and possible action to approve annual internal audit report

Executive session to discuss personnel matters regarding the TREC administrator position
under Texas Government Code, §551.074

Discussion and possible action on items considered in executive session

Discussion and possible action to establish policies related to self-directed semi-independent
status, including:

a. Operating reserves
b. Technology replacement reserves
c. A target reserve balance in excess of which the agency may reduce fees
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23. Discussion and possible action to adopt a budget
CONTESTED CASES

24. Consideration and possible action regarding Proposal for Decision from State Office of
Administrative Hearings in the matter of SOAH Docket No. 329-10-3045.REC

RECOVERY FUND
25. Recovery fund matters

a. Executive session to discuss pending litigation pursuant to Texas Government Code
8551.071

b. Discussion and possible action to authorize settlement of recovery fund claims
FUTURE MEETINGS

26. Discussion and possible action to schedule future meetings
27. Adjourn

The Texas Real Estate Commission may meet with its attorney in executive session on
any item listed above as authorized by the Texas Open Meetings Act, Tex. Gov’t Code,
8551.071.

Pursuant to the Americans with Disabilities Act, any requests for reasonable accommodation needed by persons
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REAL ESTATE COMMISSION

Agenda Item
1:

Call to order and pledges of allegiance

Texas Pledge

"Honor the Texas flag; | pledge allegiance to thee, Texas, one state under God,
one and indivisible."

Agenda Item
2:

Discussion and possible action to excuse Commissioner absence(s), if any

SUMMARY Provides for excused absences for commission members not in attendance

MOVED, that the absence(s) of
for the August 1, 2011 Commission meeting is/are hereby excused.

MOTION

Agenda Item
3:

Election of vice-chair



TEXAS [ REAL ESTATE COMMISSION

Agenda Item 4: Approval of minutes of May 2, 2011 Commission meeting

SUMMARY Providgs _for the approval of the minutes as submitted to the
=—————— Commission by staff.

RECOMMEND%% Approve minutes for May 2, 2011 Commission meeting.

MOTION

MOVED, that the Commission approves the minutes of the May
2, 2011 meeting of the Commission as submitted.



MINUTES OF THE MEETING OF THE TEXAS REAL ESTATE COMMISSION
May 2, 2011
Room 235, 1101 Camino La Costa Austin, Texas

On Monday, May 2, 2011, at 10:04 a.m. there was a duly posted regular meeting of the Texas
Real Estate Commission (the “Commission”). Commissioner Wukasch led 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

Jaime Hensley

Joanne Justice

Dona Scurry

Avis Wukasch

The Chairman moved to agenda item two, discussion and possible action to excuse
Commissioner absence(s), if any. Upon motion of Ms. Justice, duly seconded by Mr. Alley, the
Commission excuses the absences of Chris Day and Tom Mesa.

Chairman Eckstrum moved to agenda item three, approval of minutes of February 14, 2011,
Commission Meeting. Upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the
Commission approved the minutes with a correction. The correction changed the spelling of
former Commissioner Louise Hull Patillo’s last name from “Padillo” to “Patillo.”

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

Mr. Eckstrum moved to agenda item four, reports by administrator, general counsel, and
division directors which may include reports of monthly activities and statistical data for
communications, licensing, education, enforcement,, information technology, staff services,
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
commissioners for additional information or reports from staff; and introduction of new
employees.

Douglas Oldmixon, administrator, stated that this was the last meeting to be held in the Camino
La Costa building. TREC would be moved to the Stephen F. Austin Building in mid-July and the
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next meeting of the Commission was scheduled for August. He reported on the status of the
appropriations bill dealing with supplemental funding for the move and imaging process. Mr.
Oldmixon reported on the status of the online functions and general online access to the TREC
website. There was discussion from the dais concerning a contingency plan for services during
the move. Also discussed was how the public was being informed of the upcoming move and its
effect on services.

Lorie DeAnda, Director of Reception and Communications Services (RCS) introduced a new
employee in RCS, Jennifer Wheeler. She presented the C1 report concerning Customer Service
Statistics. There was discussion concerning the volume of calls and the backlog of emails being
handled by her division.

Gwen Jackson, Director of Education and Licensing Services (ELS) introduced a new employee in
the Education Section, Stephanie Limon. She presented the L1 report concerning fiscal year
comparisons between the number of applications and license renewals received by the
Commission; the L2 report concerning licensee and registrant status; the L3 report, concerning
examination activity and the L4 report concerning the number of improved instructors. Ms.
Jackson stated that the low numbers in the L1 and L2 reports was due to new formulas being
used to calculate the numbers and changes in the categories of the data being counted.

Kerri Galvin, Director of Standards and Enforcement Services (SES), introduced a new staff
attorney, Brian Coats and two new legal assistants, Christina Madrigal, and Elizabeth Dorsey.
She also introduced a new administrative assistant, Tessa Sowell who had transferred from the
Education Section to SES. Ms. Galvin presented the case status report, and the case age report.
Ms. Galvin explained the process used to prepare the case age report and the actual numbers
the percentages represented

Tom Watson, Director in Information and Technology Services, presented the |1 report
concerning electronic outlet services statistics. Mr. Watson stated utilization of the website
was improving, but the number of end users was not yet at the level before the database
conversion. There was discussion concerning the difficulties Ms. Justice experienced when
trying to renew online. There was extensive discussion concerning the VERSA product, its
deficiencies and the steps taken to correct the deficiencies. There was further discussion
concerning the online efficiency and current and future usage of online functions.

Karen Alexander reported on the S1 report showing the financial status as of March 31, 2011.
She moved to the S2 report concerning the Real Estate Recovery Trust Account No. 971
Investments, Current Securities; the S3 report, concerning the Real Estate Recovery Trust
Account No. 971 Investments, Payments and Repayments; and the S4 report concerning the
Real Estate Inspector Recovery Fund. There was discussion concerning projected payments
from the Real Estate Recovery Trust Account. There was additional discussion concerning how
the fund is replenished and the process to reassess fees if the fund fell below the statutory
requirement.
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Ms. Hensley asked for clarification concerning the time required to process an application, the
current goal concerning the time for processing applications and what steps were being taken
to meet that goal.

Chairman Eckstrum stated that he felt the discussion concerning VERSA and online problems
proved that a work session was needed for Commissioners and executive staff members. Mr.
Oldmixon stated he would make sure he reinstated his weekly reports to Commissioners, as
during the busy weeks during the session he had issued them on three week intervals. He asked
that the Commissioners call him any time to discuss their concerns.

The Chairman moved to agenda item sixteen, discussion of the annual audit plan. Rene
Gonzales presented the annual audit plan for discussion and possible action. Upon motion of
Ms. Justice, duly seconded by Mr. Alley, the Commission approved the annual audit plan as
submitted under the agenda item.

Mr. Eckstrum moved to agenda item seventeen, discussion and possible action to approve
training for investment officers pursuant to Public Funds Investment Act, Texas Government
Code, Section 2256.007(d). Upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the
Commission authorized the training for investment officers pursuant to Public Funds
Investment Act, Texas Government Code, Section 2256.007(d) attended by Karen Alexander
and Barbara Kolb on February 18, 2011. Mr. Arriaga asked that the training be authorized prior
to attendance in the future.

Chairman Eckstrum moved back to agenda item five, report by the Texas Real Estate Inspector
Advisory Committee. Mr. Willcox, Chairman of the Committee, spoke briefly concerning the
officers elected, Fred Willcox, Chairman, Brian Murphy, Vice-chair and Jill Frankel, Secretary.
Appointments were made as follows: Brad Phillips was appointed as Chair of the Enforcement
Subcommittee; Brian Murphy, Chair of the Standards of Practice Subcommittee; Curtis Carr,
Chair of the Education Subcommittee and lJill Frankel, Chair of the Commentary Subcommittee.
There was discussion concerning the Commentary that had been posted on the TREC website
for comment.

Mr. Eckstrum moved to agenda item six, general comments from visitors on non-agenda items.
No comments were offered.

The Chairman moved to agenda item seven, discussion and possible action to propose
amendments to 22 TAC §535.191 regarding Schedule of Administrative Penalties. Ms. DeHay
presented the agenda items for discussion and possible action. Section 535.191 would be
amended to add additional provisions that apply to the schedule and to move an existing
provision that should more appropriately fit under a different range. Upon motion of Mr. Alley,
duly seconded by Mr. Arriaga, the Commission authorized staff, on behalf of the Commission,
to submit the amendments to §535.191 regarding Schedule of Administrative Penalties, as
presented at the meeting, with any non-substantive changes as staff may deem necessary or
advisable for proposal to the Texas Register.

Chairman Eckstrum moved to agenda item eight, discussion and possible action to propose
amendments to 22 TAC §535.219 regarding Schedule of Administrative Penalties. Ms. Bijansky
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presented the agenda item for discussion and possible action. The new rule establishes a
penalty matrix for the assessment of administrative penalties for different violations of the
statute and rules governing real estate inspectors. The matrix was drafted in accordance with
Section 1102.403 of the Texas Occupations Code (relating to administrative penalties imposed
against inspectors) and Subchapter O, Chapter 1101 (relating to administrative penalties
assessed by the Commission). As such, the highest category of administrative penalties provides
for a maximum penalty of $5,000 per violation, and each day a violation continues or occurs
may be considered a separate violation for purposes of imposing a penalty. The rule was
developed by the Texas Real Estate Inspector Committee’s enforcement subcommittee and
endorsed by the Committee. Fred Willcox, Texas Real Estate Commission Inspector Committee
Chairman, spoke in favor of the proposal of the new rule. Mark Eberwine spoke in opposition
of the proposal of the rule as currently drafted. Mr. Arriaga voted against the motion. Upon
motion of Ms. Justice, seconded by Mr. Arriaga, the Commission authorized staff, to submit the
amendments to §535.219 regarding Schedule of Administrative Penalties, as presented at this
meeting, with any non-substantive changes as staff may deem necessary or advisable for
proposal to the Texas Register.

The Chairman moved to agenda item nine, amendments to 22 TAC Chapter 537 as follows: a.
§537.20 concerning Standard Contract Form TREC No. 9-9; b. §537.28 concerning Standard
Contract Form TREC No. 20-10; c. §537.30 concerning Standard Contract Form TREC No. 23-11;
d. §537.31 concerning Standard Contract Form TREC No. 24-11; e. §537.32 concerning Standard
Contract Form TREC No. 25-8 and f. §537.37 concerning Standard Contract Form TREC No. 30-9.
Ms. DeHay presented the agenda item for discussion and possible action. The amendments
propose to adopt by reference six revised contract forms for use by Texas real estate licensees.

The amendment to §537.20 proposes to adopt by reference Standard Contract Form TREC No.
9-9, Unimproved Property Contract. The proposed revision is the same as that proposed for
Form TREC No. 20-10. Also, typographical errors in paragraph 7 are corrected.

The amendments to §537.28 propose to adopt by reference Standard Contract Form TREC No.
20-10, One to Four Family Residential Contract (Resale). Paragraph 15 would be revised to
delete subparagraph 15B. This change to all six of the forms was adopted on an emergency
basis at the February meeting of the Commission with an effective date of March 1, 2011.

The amendment to §537.30 proposes to adopt by reference Standard Contract Form TREC No.
23-11, New Home Contract (Incomplete Construction). The proposed revision is the same as
that proposed for Form TREC No. 20-10.

The amendment to §537.31 proposes to adopt by reference Standard Contract Form TREC No.
24-11, New Home Contract (Completed Construction). The proposed revision is the same as
that proposed for Form TREC No. 20-10. Also, typographical errors in paragraph 7 are
corrected.

The amendment to §537.32 proposes to adopt by reference Standard Contract Form TREC No.
25-8, Farm and Ranch Contract. The proposed revision is the same as that proposed for Form
TREC No. 20-10.
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The amendment to §537.37 proposes to adopt by reference Standard Contract Form TREC No.
30-9, Residential Condominium Contract (Resale). The proposed revision is the same as that
proposed for Form TREC No. 20-10.

Upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the commission authorized, on
behalf of the Commission, to submit the amendments and forms adopted by reference to 22
TAC §537.20 concerning Standard Contract Form TREC No. 9-9 Unimproved Contract; §537.28
concerning Standard Contract Form TREC No. 20-10, One to Four Family Residential Contract
(Resale); §537.30 concerning Standard Contract Form TREC No. 23-11, New Home Contract
(Incomplete Construction); §537.31 concerning Standard Contract Form TREC No. 24-11, New
Home Contract (Completed Construction); §537.32 concerning Standard Contract Form TREC
No. 25-8, Farm and Ranch Contract; and §537.37 concerning Standard Contract Form TREC No.
30-9, Residential Condominium Contract, as presented at this meeting, with any non-
substantive changes as staff may deem necessary or advisable for proposal to the Texas
Register.

Mr. Eckstrum stated that at this time he would like to discuss the Broker Information that is
required on all the contracts on the last page of the document. The Broker Information
requires the licensee to name the licensed supervisor of the associate and provide a telephone
number where that individual can be contacted. In response to a question from Chairman
Eckstrum , staff explained that for contracts involving brokers associated with a licensed
brokerage firm or another individual broker, the name that should be placed in the blank is the
designated broker for the firm for a business entity, or the individual broker’s name if not a
business entity. If the designated broker has named someone else in writing to supervise the
daily activities of the associated broker, then that licensee’s name and telephone number
should be filled in.

Chairman Eckstrum moved to agenda item ten, discussion and possible action to adopt
amendments to 22 TAC Chapter 533 regarding Practice and Procedure. Ms. DeHay presented
the agenda item for discussion and possible action. The amendments to 22 TAC §533.1
Definitions and §533.3. Filing and Notice adopt the rules, without changes to the proposed text,
as published in the March 4, 2011, issue of the Texas Register (36 TexReg 1467). The
amendment to §533.1 amends the definition of “last known mailing address” to “mailing
address” to be consistent with other TREC rules. The amendment to §533.3 clarifies that the
Notice of Alleged Violation required by Occupations Code §1101.703 will be mailed to the
respondent’s mailing address. No comments were received on the rule as proposed. Upon
motion of Mr. Arriaga, duly seconded by Ms. Justice, the commission authorized, on behalf of
the Commission, to submit the amendments to TAC §533.1 Definitions and §533.3. Filing and
Notice as presented at this meeting for adoption, with any nonsubstantive changes as staff may
deem necessary or advisable.

The Chairman moved to agenda item eleven, discussion and possible action to adopt
amendments to 22 TAC §535.217 regarding Contact Information. This agenda item proposed
the adoption of amendments to 22 TAC §535.217 regarding Contact Information without
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changes to the proposed text as published in the March 4, 2011, issue of the Texas Register (36
TexReg 1468).

The amendment to §535.217 amends the title of the rule to add “Mailing Address and Other”
and deletes the term “permanent” from the rule to make it consistent with other TREC rules.
No comments were received on the amendments to the rule as proposed. Upon motion of Mr.
Alley, duly seconded by Ms. Justice, the commission authorized, on behalf of the Commission,
to submit the amendments to 22 TAC §535.217 regarding Contact Information as presented at
this meeting for adoption, with any nonsubstantive changes as staff may deem necessary or
advisable.

Ms. DeHay presented agenda item twelve, discussion and possible action to adopt or withdraw
amendments to 22 TAC Chapter 537 as follows: Amend §537.45 concerning Standard Contract
Form TREC No. 38-3, Notice of Buyer’s Termination of Contract and withdraw amendments to
§537.46 concerning Standard Contract Form TREC No. 39-7, Amendment to Contract. This
agenda item adopts amendments to §537.45, concerning Standard Contract Form TREC No. 38-
2, Notice of Buyer's Termination of Contract, without changes to the proposed text as
published in the February 11, 2011, issue of the Texas Register (36 TexReg 707). The proposed
amendments to §537.46, concerning Standard Contract Form TREC No. 39-6, Amendment to
Contract, are not adopted and are withdrawn.

The amendments to §537.45 adopts by reference Standard Contract Form TREC No. 38-3,
Notice of Buyer's Termination of Contract. Paragraph 2 of the notice would be amended to
read: "(2) Buyer cannot obtain Credit Approval in accordance with the Third Party Financing
Addendum for Credit Approval to the contract" to be consistent with a recent change to the
title of TREC Form No. 40-4 Third Party Financing Condition Addendum for Credit Approval. No
comments were received on the proposed amendments.

Upon motion of Ms. Hensley, duly seconded by Mr. Arriaga, the commission authorized, on
behalf of the Commission, to submit the amendments to §537.45 concerning Standard Contract
Form TREC No. 38-3, Notice of Buyer’s Termination of Contract, with any non-substantive
changes as staff may deem necessary or advisable for adoption, and withdraw the proposed
amendments to §537.46 concerning Standard Contract Form TREC No. 39-7, Amendment to
Contract.

The Chairman moved to agenda item thirteen, discussion and possible action to renew for an
additional 60-day period emergency rules concerning: §537.20 concerning Standard Contract
Form TREC No. 9-9; §537.28 concerning Standard Contract Form TREC No. 20-10; §537.30
concerning Standard Contract Form TREC No. 23-11; §537.31 concerning Standard Contract
Form TREC No. 24-11; e. §537.32 concerning Standard Contract Form TREC No. 25-8 and
§537.37 concerning Standard Contract Form TREC No. 30-9. Ms. DeHay presented the agenda
item for discussion and possible action. This agenda item would extend the initial period of
adoption by emergency action for an addition 60-day period to allow use of the forms until the
final adoption of the contract forms under regular rulemaking action under agenda item 9.
Upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the commission authorized staff,
on behalf of this Commission, to request an additional 60-day period for the adoption by
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emergency action of §537.20 concerning Standard Contract Form TREC No. 9-9, §537.28
concerning Standard Contract Form TREC No. 20-10, §537.30 concerning Standard Contract
Form TREC No. 23-11, §537.31 concerning Standard Contract Form TREC No. 24-11, §537.32
concerning Standard Contract Form TREC No. 25-8 and §537.37 concerning Standard Contract
Form TREC No. 30-9.

Chairman Eckstrum moved to agenda item fourteen, discussion regarding legislative
housekeeping measures and other legislative items. Mr. Oldmixon presented this agenda item
for discussion. He reported on the status of the following bill pairs which were agency specific
to licensing.

SB 747 by Carona; HB 1637 by Hamilton -- TREC (broker/sales) housekeeping bill; SB 747
passed Senate, first read and referred to House Licensing and Administrative Procedures;
Committee 4/4/11; House substitute voted out of LAP 3/22/11

HB 1680 by Geren; SB 1000 by Eltife et al — Provides for self-directed, semi-independent
(SDSI) status for TREC; No action taken in LAP 3/15/11; Voted out of Business and
Commerce 4/5/11

HB 937 by Harless; SB 379 by Nichols — Repeals the requirement that inspectors have
professional liability (errors and omissions) insurance to obtain or renew a license;
Referred to LAP 2/24/11; Referred to Business and Commerce 2/2/11

HB 1146 by Kuempel; SB 734 by Carona — Provides for registration and regulation of
appraisal management companies (AMCs) by the Texas Appraiser Licensing and
Certification Board; Substitute voted out of LAP 3/29/11; Left pending in B&C 3/30/11
but consensus among stakeholders

There was discussion concerning the amendments regarding real estate education in the
section by section summary of CSHB 1637 provided in the meeting materials.

The Chairman moved to agenda item fifteen, discussion and possible action to appoint working
groups to address possible legislative matters regarding: Education requirements for a broker
and salesperson license; and experience requirements for a broker license. Mr. Oldmixon
presented the agenda item for discussion and possible action. After discussion, upon motion of
Mr. Arriaga, duly seconded by Ms. Justice, the Commission designated the Chairman of the
Commission as the person responsible for making appointments to a working group to
recommend rules regarding proposed amendments to the Real Estate License Act concerning
education requirements for a broker and salesperson license. Upon motion of Mr. Arriaga, duly
seconded by Ms. Hensley, the Commission designated the Chairman of the Commission as the
person responsible for making appointments to a working group to recommend rules regarding
proposed amendments to the Real Estate License Act concerning experience requirements for a
broker license. The Chairman appointed Ms. Justice as the liaison to the working group
regarding education requirements for a broker and salesperson license. Ms. Wukasch was
appointed as the liaison to the working group regarding experience requirements for a broker
license. He also appointed Ms. Hensley to serve as a back-up liaison if either appointed liaison
was unable to serve.
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Mr. Eckstrum moved to agenda item eighteen, discussion and possible action to adopt a code
of conduct for members of advisory committees and working groups. Mr. Oldmixon presented
the agenda item for discussion. He stated that the Chairman had requested that staff prepare a
draft code of conduct for advisory committees and working groups. This agenda item would
allow the posting of the draft code for public comment. . Upon motion of Mr. Alley, duly
seconded by Ms. Wukasch, the Commission approved posting the code of conduct for members
of advisory committees and working groups as submitted for public comment. Fred Willcox,
Texas Real Estate Commission Inspector Committee Chairman, commented on the draft code of
conduct for advisory committees and working groups. He gave the Commission a background of
the committee, its charges and spoke against the draft code of ethics.

Chairman Eckstrum moved to agenda item nineteen, discussion and possible action regarding
the appointment of members to the Broker Lawyer Committee. Ms. DeHay presented the
agenda item for discussion and possible action. She stated that staff recommends that a
committee consisting of Commissioners be appointed to recommend two broker members for
appointment to the Broker Lawyer Committee to be approved by the full Commission at the
next Commission meeting, and that staff be authorized to notify the public that the
commission is taking applications for the positions. This would be the same process used to
make previous appointments to the Committee in 2009. Upon motion of Ms. Wukasch, duly
seconded by Mr. Alley, the Commission authorized an Appointment Committee to be created
consisting of the Chairman, Ms. Arriaga, Ms. Hensley and Ms. Justice to recommend two broker
members for appointment to the Broker Lawyer Committee to be approved by the full
Commission at the August 15, 2011 Commission meeting, and that staff is hereby authorized to
notify the public that the commission is taking application for two positions.

Mr. Eckstrum announced an executive session beginning at 1:15 p.m. to allow the Commission
to meet with its attorney on any listed agenda item as authorized by the Texas Open Meetings
Act, Tex. Gov't Code, §551.071. The open meeting resumed at 1:46 p.m.

Chairman Eckstrum moved to agenda item twenty, discussion and possible action concerning
the Real Estate Inspector Committee recommendation to the Commission regarding the
development of a National Home Inspector Examination. Ms. Bijansky presented the agenda
item for discussion and possible action. Fred Willcox, Texas Real Estate Commission Inspector
Committee Chairman, spoke in favor of the development of a National Home Inspector
Examination. After discussion, Fred Buck, board member on the National Home Inspector
Examination Board, spoke concerning the services provided by that entity. Upon motion of Mr.
Alley, duly seconded by Mr. Arriaga, the Commission authorized that staff is hereby authorized,
on behalf of this Commission, to explore procurement options and issue a request for proposals
or other documentation as required by law to solicit vendors to develop, maintain, and
administer a national home inspector examination for TREC.

Mr. Eckstrum, as the Presiding Member for contested cases, moved to agenda item twenty-two
(a), consideration and possible action regarding Proposal for Decision from State Office of
Administrative Hearings in the matter of: (a) SOAH Docket No. 329-11-0448.REC, Texas Real
Estate Commission v. Robin J. Muir. Ms. Galvin presented the agenda item. Mr. Muir did not
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appear. The staff of the Texas Real Estate Commission seeks to revoke Robin J. Muir’s real
estate broker’s license because in 2010, he pled guilty to the felony office of Misapplication of
Fiduciary Property. The Administrative Law Judge (ALJ)) recommended that Mr. Muir’s license
be revoked. Upon motion of Mr. Arriaga, duly seconded by Ms. Wukasch, the Commission
approved the proposal as submitted.

Mr. Eckstrum moved to agenda item twenty-two (b), consideration and possible action
regarding proposal for decision from the State Office of Administrative Hearing in the matter of
SOAH Docket NO. 329-11-1036.REC, Texas Real Estate Commission v. Derek Roy Evans. Ms.
Galvin presented the agenda item for consideration. Mr. Evans did not appear. Mr. Evans
applied to TREC for a moral character determination, and staff seeks denial of the application
based on his criminal convictions. The AL found that Mr. Evans’ application should be denied
because of the seriousness of his crimes and because not enough time had elapsed since his
release from prison and completion of parole for him to demonstrate fitness for a license.
Upon motion of Ms. Wukasch, duly seconded by Ms. Justice, the Commission approved the
proposal as submitted.

The Chairman moved to agenda item twenty-three (b), discussion and possible action to
authorize settlement of recovery fund claims. Ms. Bijansky presented the agenda item for
consideration. The following claims were submitted for approval:

RF11-001, Amina Ray v. Gregory Wesley Real Estate, LLC and Susan Gillespie Chastain,
actual damages of $1,500 against the LLC and $2,500 against Chastain. Upon motion of
Mr. Arriaga, duly seconded by Mr. Alley, the Commission authorized the payment of up
to $2,745.

RF11-013, Antonio Escobedo v. Manuel and Lydia Ramos and M Ramos, LLC, actual
damages of $24,335.68. Upon motion of Ms. Wukasch, duly seconded by Ms. Justice,
the Commission authorized staff to make payment as requested.

RF11-023, Juan and Maria C. Gomez v. Manuel and Lydia Ramos and M Ramos, LLC,
actual damages of $53,000. Upon motion of Ms. Wukasch, duly seconded by Ms.
Hensley, the Commission authorized staff to make payment of $25,664.62.

RF11-014, Victor M. Prieto v. Joaquin D. Santonyo, actual damages of $50,000 and
attorney’s fees of $11,500. Upon motion of Ms. Justice, duly seconded by Ms. Wukasch,
the Commission authorized staff to settle this case on the best possible terms.

RF11-016, Robert J. Garza v. Lonnie Paul Pruett, actual damages of $1,050. Upon motion
of Ms. Hensley, duly seconded by Ms. Wukasch, the Commission authorized staff to
make payment as requested.

RF 11-018, Juan Munoz v. BSPP Enterprises, LLC, actual damages of $5,120. Upon
motion of Mr. Alley, duly seconded by Mr. Arriaga, the Commission authorized staff to
make payment as requested.

Minutes of May 2, 2011 Meeting Page 9 of 10
Texas Real Estate Commission



RF11-019, Kathryn Cypert v. Frances Bethany Cammack, actual damages of $50,000.
Upon motion of Ms. Justice, duly seconded by Mr. Arriaga, the Commission authorized
staff to make payment as requested.

RF11-020, Hastings Entertainment, Inc. v. Robin Muir, actual damages of $100,000.
Upon motion of Ms. Hensley, duly seconded by Ms. Wukasch, the Commission
authorized staff to make payment as requested with Ms. Wukasch and Mr. Arriaga
voting against the motion.

RF11-024, Charles and Debra Spaeth v. James Thomas Adams, actual damages of
$25,353 and attorney’s fees of $9,500. Upon motion of Mr. Arriaga, duly seconded by
Ms. Hensley, the Commission authorized staff to make payment as requested.

RF11-027, Michelle and Terry Lewis, and Robert Lewis v. Susan Thomas, Ken Hogan,
Century 21 Abilene Big Country, Inc. d/b/a Hogan-Warner Realtors, actual damages of
$9,000 and attorney’s fees in the amount of $3,831.09. Upon motion of Ms. Wukasch,
duly seconded by Ms. Arriaga, the Commission authorized staff to make payment as
requested.

IRF11-002, Andres and Yvette Arnold v. Charles Ray Turner, actual damages of $12,500.
Upon motion of Mr. Alley, duly seconded by Mr. Arriaga, the Commission authorized
staff to make payment as requested.

The Chairman moved to agenda item twenty-three, discussion and possible action to schedule
future meetings. After discussion, the next meetings are scheduled for August 15, 2011 and
November 21, 2011 at 10:00 a.m. The Chairman adjourned the meeting at 2:15 p.m.

Tatniva Wbt

Patricia Holder, Secretary for the Meeting

APPROVED this the 1% day of August, 2011.

John Eckstrum Chairman

ATTEST: Douglas E. Oldmixon Administrator
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Reception and Communications Services

Customer Service Statistics

June 2011
FY2011 FY2010
Prior YTD
RCS Measures Current Month YTD Total Total
Agency Incoming Calls (target - 400,000) 23,848 216,016 292,335
FY2011 FY2010
Monthly YTD Prior YTD
Communications Incoming Calls Total Total Total
CO Lines 18,312 129,207 95,031
TREC 1-800 0 0 87,328
TALCB Local Line 489 5,347 4,967
TALCB 1-877 0 0 2,527
Total 18,801 134,554 189,853
FY2011 FY2010
Monthly YTD Prior YTD
Reception Walk Ins Total Total Total
Licensing 917 7,721 3,939
Education 275 2,718 1,712
Inspector 11 164 90
Enforcement 17 159 125
TALCB Licensing 19 188 103
TALCB Enforcement 3 61 21
Total 1,242 11,011 5,990
FY2011 FY2010
[Communications E-Mail Current Month YTD Total Prior YTD Totall
E-mail Inquiries 6,657 63,965 10,286

C1 Report



Licensing Services Division

Fiscal Year 2011 - Year-to-Date

JUNE
This YTD Last YTD Change
9/10 —06/11 9/09 — 06710 Count Percent
[Applications Received
Broker Original Applications Received 2,468 2,195 273 12.44%
Sales Original Applications Received 10,474 9,357 1,117 11.94%
Total Original Applications 12,942 11,552 1,390 12.03%
Broker Reinstatement Applications Received 188 1,232 -1,044 -84.74%
Sales Reinstatement Applications Received 1,177 5,897 -4,720 -80.04%
Total Reinstatement Applications Received 1,365 7,129 -5,764 -80.85%
[Licenses Issued from Applications
Broker Licenses from Original Applications 1,633 2,076 -443 -21.34%
Sales Licenses from Original Applications 7,710 7,456 254 3.41%
Total Licenses from Original Applications 9,343 9,532 -189 -1.98%
Broker Licenses from Reinstatement Applications 158 1,321 -1,163 -88.04%
Sales Licenses from Reinstatement Applications 956 6,026 -5,070 -84.14%
Total Licenses from Reinstatement Application 1,114 7,347 -6,233 -84.84%
[Renewal Activity
Broker Renewals and Percentage 20,759 85.38% 13,360 82.67% 7,399 55.38%
Salesperson Renewals and Percentage 52,471 72.65% 33,972 69.30% 18,499 54.45%
Total Renewals from Broker and Sales 73,230 76.28% 47,332 72.68% 25,898 54.72%

NOTE
Broker and sales reinstatement totals for this YTD are lower because they only include licenses expired >than 1 year. Licenses expired <than 1 year are now
reflected in the totals for renewals.

ELS Division Fiscal Year Comparison L1 Report



Education and Licensing Services Division

Licensee and Registrant Status

June 2011
Real Estate Licensees

Jun 10 Jul 10 Aug 10| *Sep-Decl0 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11
Broker Licensees
Individual (Active) 34,247 34,229 34,248 33,639 33,774 33,928 34,079 34,213 34,381
Corporation (Active) 4,001 3,985 3,975 3,963 3,980 4,029 4,056 4,091 4,127
LLC (Active) 3,058 3,088 3,107 3,175 3,204 3,288 3,336 3,409 3,451
Non-resident (Active) 484 488 490 554 557 564 567 575 582
Partnership (Active) 2 2 2 1 1 1 1 1 1
Total Active Status 41,792 41,792 41,822 41,332 41,516 41,810 42,039 42,289 42,542
Inactive Status 1,614 1,614 1,613 1,587 1,585 1,635 1,642 1,674 1,724
Total Brokers 43,406 43,406 43,435 42,919 43,101 43,445 43,681 43,963 44,266
Sales Licensees
Active Status 73,891 73,898 74,058 71,170 71,485 71,458 72,059 72,460 71,947
Inactive Status 27,184 27,113 26,905 25,741 25,844 26,770 27,084 27,473 29,000
Total Sales 101,075 101,011 100,963 96,911 97,329 98,228 99,143 99,933 100,947
Total Active 115,683 115,690 115,880 112,502 113,001 113,268 114,098 114,749 114,489
Total Inactive 28,798 28,727 28,518 27,328 27,429 28,405 28,726 29,147 30,724
Total Brokers & Sales 144,481 144,417 144,398 139,830 140,430 141,673 142,824 143,896 145,213

Jun 10 Jul 10 Aug 10| *Sep10-Dec10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11
Inspector Licensees
Professional Inspectors(active) 2,310 2,290 2,271 2,096 2,101 2,126 2,140 2,063 2,106
Professional Inspectors(inactive) 968 957 951 771 779 825 835 778 791
Real Estate Inspectors(active) 101 95 97 92 91 91 92 91 89
Real Estate Inspectors(inactive) 33 34 33 21 22 24 22 17 18
Apprentice Inspectors(active) 71 72 72 60 60 62 64 60 67
Apprentice Inspectors(inactive) 17 13 15 15 15 15 15 14 16
Total Inspectors 3,500 3,461 3,439 3,055 3,068 3,143 3,168 3,023 3,087

Easement & Right-of-way Registrants

Jun 10 Jul 10 Aug 10| *Sep10-Dec10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11
ERW Registrants
Businesses 42 42 42 37 37 39 39 36 37
Individuals 1,667 1,683 1,705 1,749 1,765 1,929 1,987 1,803 1,913
Total Registrants 1,709 1,725 1,747 1,786 1,802 1,968 2,026 1,839 1,950

Total Licensees and Registrants
Jun 10 Jul 10 Aug 10| *Sep10-Dec10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11
All Licensees & Registrants 149,690 149,603 149,584 144,671 145,300 146,784 148,018 148,758 150,250

* Totals for this month are not available due to system conversion.

ELS Division Licensee and Registrant Status L2 Report



Education & Licehsing Services Division - TREC: L3 Report

Examination Activity

June 2011
Monthly Resul |
Salesperson Broker R.E. Inspector Prof. Inspector
Examinations Passed 547 100 2 26
Examinations Failed 472 a7 0 22
Examinations Taken 1019 197 2 48
Applicants Examined 936 179 2 44
Passed on First Attempt 507 94 0 17
Examination Pass Rate 53.68% 50.76% 100.0% 54.17%
Applicant Pass Rate 58.44% 55.87% 100.0% 59.09%
First Attempt Pass Rate 54.17% 52.51% 0.0% 38.64%
[Year-to-Date Results |
' Salesperson Broker R.E. Inspector Prof. Inspector
Examinations Passed 4120 649 12 179
Examinations Failed - 3700 609 8 209
Examinations Taken 7820 1258 20 388
Applicants Examined 6389 1051 14 260
Passed on First Attempt 3734 bg3 8 107
Examination Pass Rate 52.69% 51.59% 60.0% 46.13%
Applicant Pass Rate 64.49% 61.75% 85.71% 68.85%
First Attempt Pass Rate 58.44% 56.42% 42 86% 41.156%
Education & Licensing Services Division Examination Activity L3 Report



Licensing Services Division
Instructor Distribution

PROPRIETARY SCHOOL (CORE) AND MCE INSTRUCTORS

Approved Instructor Distribution

Jan 11 Feb 11 Mar 11 Apr 11 May 11 June 11 July 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12
MCE Electives Only 2,583 2,617 2,669 2,702 2,736 2,753
Core and MCE Electives 1,327 1,332 1,334 1,341 1,353 1,357
MCE Legal Update 365 365 365 366 366 375
MCE Ethics 366 366 366 367 367 376
Total Approved Instructors 4,641 4,680 4,734 4,776 4,822 4,861

Licensing Education Instructor Distribution L4 Report



Standards and Enforcement Services Division

Case Status

June 2011
Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11
Received During Month 200 128 157 153 143 126 147 129 209 173
Broker/Sales 91 68 83 87 75 62 77 76 93 68
Inspector 9 5 4 4 2 4 2 5 5 7
Timeshare 2 2 0 1 4 2 1 2 3 2
Unlicensed Activity 6 2 1 2 4 6 5 4 5 3
Residential Service Company 8 2 8 10 1 5 5 5 11 17
No Jurisdiction 37 20 21 23 21 19 23 13 18 28
Application Investigation 21 6 3 7 25 8 16 15 35 25
MCD Inquiry 23 22 37 16 6 20 16 8 37 22
Other 3 1 0 3 5 0 2 1 2 1
Closed During Month 179 176 180 135 197 141 205 169 222 192
Complaint Withdrawn 2 9 5 5 1 3 6 0 5 5
Cease & Desist Issued 1 0 0 2 6 0 4 4 5 3
Disciplinary Action 49 33 26 22 33 26 38 48 48 39
Failure to Go Forward 14 16 12 6 14 16 11 10 11 9
Insufficient Evidence 27 13 32 23 48 17 21 40 28 32
Matter Settled 6 9 8 21 20 8 12 8 13 10
No Jurisdiction 21 31 25 23 26 22 37 23 32 25
No Violation 3 6 9 11 17 15 22 22 17 18
Application Investigation 17 42 24 8 16 15 27 3 15 22
MCD Inquiries 10 5 21 7 10 14 15 7 35 23
Other 29 12 18 7 6 5 12 4 13 6
Open at Beginning of Month 898 858 846
Received During Month 129 209 173
Closed During Month 169 222 192
Open at End of Month 858 845 827
Received During Fiscal Year 1183 1392 1565
Closed During Fiscal Year 1382 1604 1795

Standards and Enforcement Services Division Case Status Report E1 Report



Standards & Enforcement Services Division - TREC: E2 Report

Open Cases Aging Report
as of 6/11/2011

Standards & Enforcement Services Division Open Cases Aging E2 Report



Information Technology Services Division

Electronic Information Outlet Statistics

As of June 2011

Latest Prior Yr
Fiscal Fiscal Total Fiscal Total Prior
World Wide Web Quarter Quarter YTD Fiscal YTD
Total Pages Viewed 9,421,813 12,314,206 27,105,176 27,451,433
TREC E-Mail Notification List Current Total
Current Subscribers 232,804
1otdl
Latest Online Fiscal YTD Prior Fiscal
Fiscal Latest Fiscal Online Online YTD Online
Online Transactions Quarter Quarter Percent Percent Percent

Applications (Performance Measure:70%) 2683 1046 39.0% 29.8% 80.3%
Broker Application 408 134 32.8% 27.2% 82.3%
Salesperson Application 2188 896 41.0% 31.7% 91.1%
Corporate Application 87 16 18.4% 18.1% 17.5%
LLC Applications 198 23 11.6% 11.9%

Renewals (Performance Measure 80%o) 19174 16144 84.2% 76.7% 88.1%
Broker Renewals 4790 3741 78.1% 74.5% 88.2%
Salesperson Renewal 12781 11209 87.7% 78.8% 91.0%
Corporate Renewals 532 438 82.3% 76.0% 90.6%
Limited Liability Company Renewals 414 342 82.6% 77.4% 92.9%
Professional Inspector Renewals 416 258 62.0% 46.7% 24.7%
Real Estate Inspector Renewals 13 9 69.2% 39.0% 24.4%
Apprentice Inspector Renewals 7 3 42.9% 50.0% 10.0%
Easement ROW Business Renewals 17 10 58.8% 56.0% 5.6%
Easement ROW Individual Renewals 204 134 65.7% 68.0% 18.0%

Information & Technology Services

Electronic Information Outlet Statistics

11 Report




Staff & Support Services Division
Agency Financial Statement

June 2011
THRU 10TH MONTH OF FISCAL YEAR 2011

TEN MONTHS $ VARIANCE 9% VARIANCE
FY 2011 5% BUDGET 2.5% BUDGET HB 4 REVISED 10/12 ANNUAL EXPENDITURES OVER(-) OVER(-)

STRATEGIES APPROPRIATION* REDUCTION REDUCTION OFFSET BUDGET APPROPRIATION AND A/P OR UNDER** OR UNDER ENCUMBRANCES
Licensing $ 3,427,902.61 $ (363,238.00) $ (98,830.00) $ 198,246.00 $ 3,164,080.61 $ 2,636,733.84 $ 2,050,264.37 586,469.47 22.24% $ 182,516.05
Enforcement 1,778,291.77 (73,036.00) (31,323.00) 32,049.00 1,705,981.77 1,421,651.48 1,367,212.10 54,439.37 3.83% 49,111.26
Communication/Information 863,884.00 (88,018.00) (17,085.00) 17,099.00 775,880.00 646,566.67 626,813.28 19,753.39 3.06% 12,586.06
Indirect Administration 1,630,951.70 (73,892.00) (34,170.00) 51,782.00 1,574,671.70 1,312,226.42 1,086,475.30 225,751.12 17.20% 170,179.96
TOTAL $ 7,701,030.08  $ (598,184.00) $ (181,408.00) $ 299,176.00  $ 7,220,614.08  $ 6,017,178.40 $ 5,130,765.05 886,413.35 14.73% $ 414,393.33
* Total appropriations have been increased by $22,529 for benefit replacement pay.

In the Licensing strategy, subscription fees in the amount of $246,239 have been collected and remitted to the Texas Online vendor
In the Licensing strategy, FBI criminal history background check fees in the amount of $904,788.5( have been collected and accrued to pay DPS.
** 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 offic¢
rent, office equipment leases, or other contractual obligations. Encumbrances are not included in the "Ten Months Expenditures and A/P" column
Staff and Support Services Agency Financial Statement S1 Report




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

Current Securities

June 2011
Beginning Ending
Purchase Par Purchase Market Additions Market Accrued Maturity
Date Value Price Value Changes Value Interest Description Date
05/24/2005 300,000.00 318,421.88 303,093.75 (1,359.45) 301,734.30 5,625.00 U.S. T-Notes, 5.00% 08/15/2011
02/28/2007 100,000.00 99,750.00 102,187.50 (359.40) 101,828.10 375.00 U.S. T-Notes, 4.50% 11/30/2011
08/29/2007 200,000.00 205,000.00 206,625.00 (750.00) 205,875.00 3,656.25 U.S. T-Notes, 4.875% 02/15/2012
02/20/2009 200,000.00 222,000.00 209,000.00 (750.00) 208,250.00 791.67 U.S. T-Notes, 4.750% 05/31/2012
12/06/2007 100,000.00 104,750.00 104,968.75 (374.95) 104,593.80 1,640.63 U.S. T-Notes, 4.375% 08/15/2012
05/27/2008 100,000.00 101,062.50 104,593.75 (257.85) 104,335.90 281.25 U.S. T-Notes, 3.375% 11/30/2012
02/20/2009 200,000.00 219,250.00 211,937.50 (718.70) 211,218.80 2,906.25 U.S. T-Notes, 3.875% 02/15/2013
04/28/2010 200,000.00 217,625.00 216,437.50 (593.70) 215,843.80 3,187.50 U.S. T-Notes, 4.25% 08/15/2013
08/31/2010 200,000.00 221,375.00 217,875.00 (656.20) 217,218.80 3,000.00 U.S. T-Notes, 4.00% 02/15/2014
08/31/2010 100,000.00 112,406.25 110,687.50 (171.90) 110,515.60 1,593.75 U.S. T-Notes, 4.25% 08/15/2014
Totals $ 1,700,000.00 $ 1,821,640.63 $ 1,787,406.25 $ (5,992.15) $ 1,781,414.10 $ 23,057.30
Current Cumulative
Receipts: Month Totals
License's Remittances to Recovery Fund $ 22,700.00 $ 6,415,630.08
Interest Realized 485.14 6,055,123.51
Repayments to Recovery Fund (Principal and Interest) 1,145.91 1,122,204.99
Administrative Penalties 11,084.00 877,395.82
Total Received $ 35,415.05 $ 14,470,354.40
Disbursements:
Investments Purchased (Offset by Matured Security) $ 0.00 1,821,640.63
Accrued Interest Purchased 0.00 0.00
Payments from Recovery Fund 245,322.27 12,088,141.74
Rider Disbursements 0.44 14,547.33
Total Disbursed $ 245,322.71 $ 13,924,329.70
Totals (209,907.66) 546,024.70 *
(Current Month)
Reserved for Investment 0.00
Reserved for Potential Payments Within 90 Days (1,133,345.00)
Balance $ (587,320.30)

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

.72‘1"‘“’ CLLepen o @aﬂ;ﬁ:\a C Nl

Karen Alexander, Investment Officer Barbara Kolb, Alternate Investment Officer

* Reconciled Balance includes revenue of $13,426.00 which was in the Trust & Suspense fund pending transfer plus $485.14 accrued depository interest.

Staff and Support Services Real Estate Recovery Fund Current Investments S2 Report



Real Estate Recovery Trust Account No. 971 Investments

Staff Services Division

Payments and Repayments

June 2011
Payment Repayment Admin Penalties Rider Payments Number of
Month-Year Total Total Total Disbursements FY2011-To-Date Payments
June 2010 0.00 1,705.53 6,208.33 0.00
July 2010 20,627.43 589.70 98,808.38 0.00
August 2010 23,684.38 1,674.70 6,388.33 93.10
September 2010 35,610.61 0.00 4,158.33 0.00 35,610.61 1
October 2010 0.00 3,609.23 4,878.33 0.00 0.00 0
November 2010 0.00 (1,243.65) 6,008.33 0.00 0.00 0
December 2010 86,374.69 2,193.87 2,283.34 0.00 86,374.69 2
January 2011 100,000.00 1,087.59 2,900.00 0.00 100,000.00 2
February 2011 132,678.68 1,207.12 3,616.00 0.00 132,678.68 3
March 2011 0.00 1,405.08 5,500.00 358.70 0.00 0
April 2011 37,066.15 4,635.64 3,942.41 0.00 37,066.15 2
May 2011 100,000.00 1,096.01 5,083.41 255.20 100,000.00 1
June 2011 245,322.27 1,145.91 11,084.00 0.44 245,322.27 3
781,364.21 19,106.73 160,859.19 707.44 737,052.40 14

Fiscal Year

Payment History

# of Payments

Total Payments

thru 1993 345 4,734,258.62
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
2010 20 536,637.13
Total 647 $11,351,089.34

Next 3 Months

Potential Payments™>

1,133,345.00

Payments

Payment History

600,000 H

500,000 -

400,000 H
300,000 H
200,000 H

100,000 -

0 -

*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

S3 Report



Staff Services Division

Real Estate Inspection Recovery Fund No. 0988

June 2011
Monthly Activity Payment History
Beginning Current Cumulative Fiscal Number of Total
Balance Month Totals Year Payments Payments
Beginning Balance $ 617,635.22 $ $ 617,635.22 1991 2 $ 4,309.26
1992 0 0.00
Receipts: 1993 2 15,000.00
Licensees' Remittances to Recovery Fund $ 2,690.00 1994 5 31,473.40
Interest Realized 360.25 1995 4 25,668.83
Repayments 668.09 1996 2 7,500.00
Administrative Penalties 0.00 1997 1 7,500.00
Total Received in Current Month $ 3,718.34 1998 4 30,000.00
1999 1 7,500.00
Disbursements: 2000 6 45,000.00
Payments from Recovery Fund $ 0.00 2001 0 0.00
Cash Transfer to General Revenue 0.00 2002 2 15,000.00
Rider Disbursements 0.00 2003 1 7,500.00
Total Disbursed in Current Month $ 0.00 2004 4 32,523.96
2005 5 28,567.39
Total $ 621,353.56 2006 5 49,837.11
2007 1 12,500.00
Reserved for Payment within 90 Days (37,500.00) 2008 0 0.00
2009 1 12,500.00
Unobligated Fund Balance $ 583,853.56 2010 2 16,205.00
2011 YTD 0 0.00
Total I$ 348,584.95 |

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

Jla Qe L Bontrana C Halls

Karen Alexander, Investment Officer Barbara Kolb, Alternate Investment Officer

*Reconciled balance includes accrued revenue of $2,895.25 which consists of fees in the Trust & Suspense fund pending transfer & accrued interest.

Staff Services Inspection Recovery Fund S4 Report



TEXAS {4¥ REAL ESTATE COMMISSION

Agenda Item 8: Discussion and possible action to adopt amendments to 22 TAC
Chapter 535, Subchapter Q, §535.191 regarding Schedule of

Administrative Penalties

SUMMARY Adopts amendments to §535.191 regarding Schedule of
Administrative Penalties without changes to the proposed text
as published in the May 27, 2011, issue of the Texas Register
(36 TexReg 3257). Section 535.191 is amended to add
additional provisions that apply to the schedule and to move an
existing provision that should more appropriately fit under a
different range.

No comments were received on the rule as proposed.

STAFF Adopt amendments as published in the Texas Register.
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to §535.191 regarding Schedule of
Administrative Penalties, as published in the May 27, 2011 issue
of the Texas Register, with any non-substantive changes as staff
may deem necessary or advisable for adoption.
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8535.191. Schedule of Administrative Penalties

§535.191. Schedule of Administrative Penalties.

(a) The commission may suspend or revoke a license or take other disciplinary action
authorized by Chapter 1101 of the Act in addition to or_instead of assessing the
administrative penalties set forth in this section.

(b) (No change.)

(c) An administrative penalty range of $100 - $1,500 per violation per day may be
assessed for violations of the following sections of the Act and Rules:

(1) §1101.552;

(2) §1101.652(a)(8);

(3) §1101.652(b)(23);

(4) §1101.652(h)(29);

(5) 22 TAC §535.91[(c)] (d); and
(6) [22FAC§535-144:and]
[€D)] 22 TAC §535.154.

(d) An administrative penalty range of $500 - $3,000 per violation per day may be
assessed for violations of the following sections of the Act and Rules:

(1) 81101.652(a) (4) - (7);

(2) 81101.652(b)(1);

(3) 81101.652(b)(7) - (8);

(4) 81101.652(b)(12);

(5) §1101.652(b)(14);

(6) 81101.652(b)(22);

(7) 81101.652(b)(28);

(8) 81101.652(b)(30) - (31); [arnd]

(9) 81101.654(a);

(10) 22 TAC 8535.2; and

(11) 22 TAC 8535.144.
(e)-(f) (No change.)
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Agenda Item 9: Discussion and possible action to adopt amendments to 22 TAC,
Subchapter R, §535.219 regarding Schedule of Administrative
Penalties

SUMMARY Adopts §535.219, Schedule of Administrative Penalties, without

changes to the text as proposed in the May 27, 2011, issue of
the Texas Register (36 TexReg 3258). The new rule establishes
a penalty matrix for the assessment of administrative penalties
for different violations of the statute and rules governing real
estate inspectors. The matrix was drafted in accordance with
Section 1102.403 of the Texas Occupations Code (relating to
administrative penalties imposed against inspectors) and
Subchapter O, Chapter 1101 (relating to administrative
penalties assessed by the Commission). As such, the highest
category of administrative penalties provides for a maximum
penalty of $5,000 per violation, and each day a violation
continues or occurs may be considered a separate violation for
purposes of imposing a penalty. The rule was developed by the
Texas Real Estate Inspector Committee’s enforcement
subcommittee and endorsed by the Committee.

TREC received twelve comments during the notice and
comment period regarding the rule as proposed (including
several commenters who expressed more than one basis for
concern). Seven commenters, including a statewide inspector
trade association, stated that the penalties outlined in the
matrix are too high and/or unfair to inspectors, including two
commenters who believed that assessing certain penalties on a
“per violation” or “per day” basis is excessive. Three
commenters objected to the matrix as establishing
administrative penalties that are disproportionate to the
inspector’s fee and/or repair costs resulting from violations. Six
commenters further objected the matrix because they believe
it does not give the agency the discretion to impose no
administrative penalty when appropriate. The Commission
respectfully disagrees with these commenters, as Section
1101.702 of the Texas Occupations Code provides for
administrative penalties of up to $5,000 for any violation of
Chapter 1102 or the agency rules relating to inspectors.
Section 1101.702 further provides for the assessment of
administrative penalties on a “per violation”/“per day” basis.
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SUMMARY con’t Additionally, the “may be assessed” language makes clear
that administrative penalties are not mandatory but rather
are discretionary. Three commenters suggested that the
penalty matrix will increase inspection costs for consumers.
The Commission respectfully disagrees with this concern, as
the matrix limits administrative penalties to no more than —
and in most cases less than — those currently allowed by law.
Only inspectors who do not comply with the law need to be
concerned about the impact of administrative penalties on
their businesses, and any such inspectors have likely already
taken the $5,000 maximum penalty into account in setting
their fees. Five commenters, including another statewide
trade association, objected to the matrix on the basis that it
does not take into account the totality of the circumstances
and what the inspector has done correctly. In fact, the
Commission has long taken into account the totality of the
circumstances, including the extent and seriousness of the
violation(s), as required by Section 1101.702(b). Last, one
commenter opposed the matrix because of a belief that
disciplinary action is sufficient to deter violations. The
Commission respectfully disagrees, as both methods have
deterrent effects and are authorized by Chapter 1102.

STAFF Adopt amendments as submitted by staff
RECOMMENDATION
MOTION MOVED, that staff is authorized, on behalf of this

Commission, to submit the amendments to §535.219
regarding Schedule of Administrative Penalties, as published
in the May 27, 2011 issue of the Texas Register, with any
non-substantive changes as staff may deem necessary or
advisable for adoption.
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§535.219. Schedule of Administrative Penalties

(a) The commission may suspend or revoke a license or take other disciplinary
action authorized by Chapter 1102 of the Texas Occupations Code in addition to or
instead of assessing the administrative penalties set forth in this section.

(b) The administrative penalties set forth in this section take into consideration the
criteria listed in §1101.702(b) of the Texas Occupations Code.

(c) An administrative penalty range of $100-$1,500 per violation per day may be
assessed for violations of the following sections of the Texas Occupations and
Administrative Codes:

(1) 81102.118; (failure to report change of address)
(2) 81102.364; (failure to notify consumers of recovery fund)
(3) 22 TAC §535.216(d); (failure to provide information requested for a renewal)
(4) 22 TAC 8535.220(a)-(d); (standards of conduct violations)
(5) 22 TAC 8§535.221; and (advertising violations)
(6) 22 TAC 8535.223; (form violations)

(d) An administrative penalty range of $500-$3,000 per violation per day may be
assessed for violations of the following sections of the Texas Occupations and
Administrative Codes:

(1) 81102.301; (negligent or incompetent inspection)
(2) 22 TAC 8535.222; (failure to provide a written inspection report w/ required info)
(3) 22 TAC 8535.224(b)(1)-(3); (failure to provide info or make good on bad check)
(4) 22 TAC 8535.226(d)-(e); and (failure to properly supervise sponsored inspector)
(5) 22 TAC 8535.227-.233. Standards of Practice violations)

(e) An administrative penalty of $1,000-$5,000 per violation per day may be assessed
for violations of the following sections of the Texas Occupations and Administrative
Codes:

(1) 81102.101; (unlicensed activity -- apprentice)
(2) 81102.102; (unlicensed activity — real estate inspector)
(3) 81102.103; (unlicensed activity — professional inspector)
(4) 81102.302; (agreement for specific report; dishonesty)
(5) 81102.303; (acting as inspector and undisclosed principal/broker or salesperson)
(6) 81102.304; (repairs on inspected property)
(7) 22 TAC 8535.208(f); (procuring a license by fraud)
(8) 22 TAC §535.211; (failure to maintain insurance while license is active)
(9) 22 TAC 8535.215; (inspecting while license is on inactive status)
(10) 22 TAC 8535.220(e)(1),(3)-(7); and (inspecting under contingent arrangements,

impermissible referral fees, repairs within 12 months)
(11) 22 TAC 8535.224(b)(4)-(5). (failure to maintain insurance while license is active

or notify commission of cancellation or nonrenewal)
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(f) The commission may assess an_administrative penalty of up to two times that
outlined under subsections (c), (d), and (e) of this section, subject to the maximum
penalties authorized under 81101.702(a) of the Texas Occupations Code, if a person
has a history of previous violations.
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TREC Penalty Matrix Survey Results

From : Fri, Jun 17, 2011 08:26 AM

Subject : TREC Penalty Matrix Survey Results &1 attachment
To:
Reply To :

The attached file is the TPREIA Survey results concerning the TREC Penalty Matrix. We wanted to share this with you. Response was good and comments excellent.
Best Regards,

ot W Rttt K
Paul W. Roebuck, Sr. MTI, CPI, ACI

Founding President
FoundingPresident@TPREIA.com

s 5
Scan IPKEIA UR with your phone.

Confidentiality Notice: This email and any files or attachments transmitted with it are confidential information that is legally privileged and intended solely for the
named addressees. If you are not a named addressee you should not review, disseminate, distribute, copy or alter this email. If you have received this email in error,
please notify us immediately by calling 281-370-6803 or with a reply email and delete the original message. Warning: Although reasonable precautions to ensure no
viruses are present in this email, the company cannot accept responsibility for any loss or damage arising from the use of this email or attachments.

= Junes Penalty Survey Results 2011.pdf
= 913k

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=2 7/25/2011



Constant Contact Survey Results

Survey Name: June Matrix Penalty Survey
Response Status: Partial & Completec
Filter: None

Jun 17, 2011 8:11:10 AM

1. Are you aware of the TREC's Penalty Matrix?

Number of Response(s)
1

Response Ratio

Yes 70.4%
No 8.8%
No Responses 20.7%
Total T 100%
27 C

2. Have you reviewed TREC's Penalty Matrix?532.219 Schedule of Administrative Penanlties

Number of Response(s)
90

Response Ratio

Yes 53.2%
No 37 21.8%
Other’ 7 4.1%
No Responses 35 20.7%
Total 169 100%

3. How concerned are you with the Penalty Matrix?

Number of Response(s)
86

Response Ratio

Very concerned 50.8%
Somewhat concerned 31 18.3%
Neutral 7

Somewhat

Very .
No Responses 3 20.
Total 16! 100%
25 C

4. How interested are you in following the approval or changes in the penalty matrix? Select all that apply.

Number of Response(s)

Response Ratio

When it affects my business. % 72.1%
When it affects my wallet. 78 58.6%
When it changes in any way! 81 60.9%
When actual meetings occur on this topic. 56 42.1%
When TPREIA provides update information on this issue. 58 23.6%
Other 6 4.5%
Total 133 100%

7 Comment(s)

5. Which of the following factors would you like to see changed? Select all that apply.

Number of Response(s)
9%

Response Ratio

Make penalties fines and fair 71.6%
Make penalty fines better fit the violation. 96 71.6%
Create a peer review board with hearings prior to a fine being assessed. 99 73.8%
Flexibility in the amounts of the penalty fines. 70 52.2%
Have a statue of limitations and a lower cap on the penalty fines. 101 75.3%
Have a letter of reprimand prior to issuing a fine amount. 98 73.1%
‘Allow a continued education class on violation mater instead of a fine. 95 70.8%
Limit fines or penalties to the cost of the inspection fee. 95 70.8%
Eliminate daily fines 108 80.5%
Eliminate double fines. 109 81.3%
Make fines applicable only to the area of a complaint. Not the entire report. 112 83.5%
Eliminate fine if a correction of the violation is made by the Inspector. 96 71.6%
Make a peer review board that is rotating and not made up of IAC Members. 86 64.1%
Inspectors should not receive fines based on a sellers complaint. 101 75.3%
Other 9 6.7%
Total 134 100%
18 C

6. What do you think would be a justified cause for the TREC to impose a fine on an Inspector? Select all that applies.

Number of Response(s)
83

Response Ratio

Not reporting on a required TREC Standard of Practice item. 62.4%
“Not using the required TREC report form. 92 69.1%
“Performing inspections when not having an active TREC Inspectors License. 123 92.4%
“Not maintaining the required E&O insurance while license is active o notify o 67.6%
Not providing the client a written report within 3-days of the inspection. 7 57.8%
TInspector not performing an inspection based on the TREC SoP. 69.1%
TFailure to report a change of address! 32.3%
Failure to notify consumer of recovery fund 24.8%
Failure to provide information requested for a renewal license. 2 39.0%
Violations of standards of conduct. 93 69.9%
“Advertising violations. 54 40.6%
“Negligent or incompetent inspection 106 79.6%
Failure to provide a written inspection report wirequired information. 84 63.1%
Failure to provide information or make good on a bad check: 61 45.8%
Failure to provide properly supervise sponsored inspector. 71 53.3%
Standard of practice violations. 86 64.6%
‘Agreement for specific report; dishonesty. o1 68.4%
Making repairs on property that you have inspected. o: 69.1%
Procuring an Inspectors license by fraud. 11 85.7%
Inspecting under contingent arrangement, impermissible referral fees, repairs o 70.6%
Other 6.7%
Total 13 100%

16 Comment(s)
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FW: Penalty matrix

From : Loretta DeHay <loretta.dehay@trec.state.tx.us> Thu, May 26, 2011 01:16 PM
Subject : FW: Penalty matrix

To : devon bijansky <devon.bijansky@trec.state.tx.us>

Loretta DeHay

General Counsel and Deputy Administrator
Texas Real Estate Commission
512.465.3966

From:

Sent: Thursday, May 26, 2011 12:51 PM
To: loretta.dehay@trec.state.tx.us
Subject: Penalty matrix

I am opposed to the implementation of this matrix as | feel the penalties

are disproportioned to the violations. Since we now are forced to carry

E&O insurance the consumer has an avenue of restitution. The establishment
of a matrix solution should be to determine education needs of the
inspectors and not disciplinary. Your agency is systematically assuming an
adversarial role against anyone licensed in this State. Consumer

protection is necessary but this is to extreme.

Luis Alvarez
License #4939

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=4 7/25/2011
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Penalty Matrix

From : Thu, May 19, 2011 06:19 PM
Subject : Penalty Matrix

To : loretta dehay <loretta.dehay@trec.state.tx.us>, devon bijansky
<devon.bijansky@trec.state.tx.us>

Cc:

As a working Professional Inspector | am offended by the proposed penalty matrix the Texas Real Estate Commission is considering to be
implemented for licensed Real Estate Inspectors in Texas.

In proportion to any income which might be realized by an inspector, the proposed penalties are onerous. It is absurd to think that not
only is an inspector potentially in an adversarial position with any client which might decide to lodge a complaint, warranted or not, but
that the agency overseeing the inspector will be an adversary also.

I would urge the Texas Real Estate Commission to review the recommendations as put forth by TAREI concerning the penalty matrix,
and to support and nurture the inspection industry in the state.

Kenneth Pitts

TK Environmental Services, LLC
5603 N CR 1600

Shallowater, TX 79363

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=6 7/25/2011
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(22 TAC 535.191 and 22 TAC 535.219

From : Thu, May 19, 2011 10:38 AM
Subject : (22 TAC 535.191 and 22 TAC 535.219

To : devon bijansky <devon.bijansky@trec.state.tx.us>

This so-called penalty matrix is a direct attack on what is left of the real estate inspection profession. Outrageous financial penalties,
combined with nitpicking details, with no concern for justice or reality, provide no benefit to consumers and serious harm to inspectors.
Stop meddling with a system that works.

Stephen Ruback

832-489-1071

Professional Real Estate Inspector
License #6030

Helping people avoid UGLY surprises

RICH Club member 8758
Real Estate Inspection Instructor

Also available:

Home Energy Inspections

Find out how you can save $$$ on your energy costs
and what you can do first for your best value.

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=8 7/25/2011
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Penalty Matrix

From : Thu, May 19, 2011 06:52 AM
Subject : Penalty Matrix

To : devon bijansky <devon.bijansky@trec.state.tx.us>, loretta dehay
<loretta.dehay@trec.state.tx.us>

Cc:

To TREC staff,

The following in bold, is a suggested revision to the penalty matrix, for which | firmly believe should happen, if TREC is going to have this
PM established for a tool for penalizing Professional Real Estate Inspectors. | am not a member of TAREI, but | do hold a common belief
along with TAREI that the current verbiage is unfair and skewed toward Inspectors. | have worked in residential and commercial
construction for over 30 years. There have been many changes with codes, construction methods, and the overall perceived view of the
construction industry not only from the contractor side, but by the general public. We as Professional Inspectors are held to a higher
standard, not just because of our expertise in construction and methods, but because we hold and are expected to have higher moral and
ethical standards. This | believe to be the common thread for all Professional Inspectors, and | am greatly appreciative of having the
opportunity to comment on this proposed preliminary draft. | have held my Professional Real Estate Inspectors license since November of
2004, and work very diligently not just through CEU'’s, but by keeping up with the latest standards and construction methods. I feel
privileged to actually be working as a Project Superintendent in the construction industry, so | am not one whose background is of
another field, and | am proud to be able to make my small contribution to our industry. | ask you to use discernment and best judgment
when considering what you are proposing, and listen fairly to all that have comments about this subject. | appreciate your efforts and
thank you for this opportunity to comment.

Michael M. Digel

Professional Real Estate Inspector
Inside N’ Out

TREC #7729

The lower limit for the range of fines in the current version of the proposed PM is something other than $0.00. By Rule, TREC staff
should have it clearly stated in the PM that there can be, at the discretion of TREC staff or Commission, no disciplinary
taken and any range of fines implemented from $0 to the maximum allowable.

The upper limit of the range of fines is onerous for first time violators. It is the consensus, by everyone, that there is not one solitary
Inspector who will discover every defect in a home, much less every defect in every home inspected. By Rule, the upper limit of the
PM range of fines should be reduced by 90% of the current proposed limits. Repeat offenders can be fined by
multiples of the maximum fine range.

The range of fines, relative to the average inspection fee, is onerous. The Real Estate Sales Community (Brokers & Agents) enjoy a much
higher per-transaction income, yet their range of fines, when compared to that of the proposed PM for Inspectors, is skewed. By Rule,
the range of fines, relative to a per-transaction income, should be adjusted to be consistent with that of Brokers and
Agents. (l.e $6,000.00 commission versus a $300.00 inspection fee = a 20 to 1 ratio) A 90% reduction in the current
proposed limit of fines for Inspectors is more than appropriate.

The performance of the Inspector, his/her value to the consumer has not been considered with the current proposed PM. For example, as
the result of a Home Inspection, the Inspector discovers and reports deficiencies, comments, and suggests further inspections that result
in the discovery of $200,000.00 in defects in the home. The Inspector’s client moves forward with the purchase of the house. After
purchasing the house, the Inspector’s client decides that purchasing the house wasn’t such a smart idea after all. This homebuyer then
files a complaint that the Inspector ‘missed’ a leaking dishwasher, missing insulation, and a section of decayed/rotted wood (total cost
$2,000). The value of the defects discovered by the Inspector exceeded the ‘missed’ items by a ratio of 1000 to 1.By Rule, the range of
fines in the PM should be governed by the value of the Inspection Report findings relative to the value of the items
‘missed’ or unreported by the Inspector. For example, if the value of the discovered and reported deficiencies exceeds
three (3) times the value of the verified unreported deficiencies complained of by the Inspector’s client or any other
complainant, there are to be no fines or other punitive measures taken by TREC against the Inspector. If the value of
the Inspection findings exceeds that of unreported/’missed’ items by 2 to 1, the maximum allowable fine would be 67%
of the maximum PM fine schedule.

The monies collected as a result of the fines imposed on Inspectors, Brokers, and Agents is funneled into the bank accounts controlled by

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=10 7/25/2011
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TREC and/or the Texas General Fund.

The consumer, the complainant, receives none of the monies for their efforts By Rule, any fines collected as a result of the current
TREC disciplinary system or that of the proposed PM, should be re-directed to the consumer/complainant. In the
alternative, by Rule, TREC should be required to post on the TREC website and any related literature or electronic
transmissions, that clearly states:

Any Fines/monies collected pursuant to Disciplinary Action taken by TREC as a result of Consumer Complaints
against Inspectors, is paid directly to TREC. The monies are then utilized at the discretion of TREC or the Texas
General Fund. You, the complainant, will receive no monies as the result of your complaint.

Thank you,

Mike Digel

T.l. Proj. Superintendent
D.E. Harvey Builders
Weatherford

2000 St. James Place
Houston, Texas 77056

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=10 7/25/2011
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Request for comments regarding the proposed penalty matrix for
Inspectors

From : Wed, May 18, 2011 09:33 PM
Subject : Request for comments regarding the proposed penalty matrix for Inspectors

To : loretta dehay <loretta.dehay@trec.state.tx.us>, devon bijansky
<devon.bijansky@trec.state.tx.us>

Cc:

Re: New proposed penalty matrix and Texas Register TRD-201101725 & TRD-201101726

I would like to provide the following opinions and comments regarding the subject above. | am completely opposed to the current
forced, and rigid, penalty matrix as it applies to the licensed Inspectors in Texas. The following points are my reasons for this
disagreement.

1. The current SOP is in a state of disarray, is excessively high level in nature without specifics for guidance, and lacks sufficient
detail to make many decisions without the benefit of fact to deem an Inspector in violation of their duties. This leaves to many
instances that penalties can be assessed based solely on a person(s) opinions rather than fact and specific written requirements.
This can also lead to a disparity in the leveling of penalties depending on who at TREC handles which incident.

2. There is currently nothing within the laws that now prevents TREC from probating, suspending, or revoking an Inspectors license
regardless of what the infraction is. TREC may now even issue letters of warning and reprimand that can be placed in an
Inspector's records. All of these are considerably more damaging to an Inspector than a dollar amount assessed. There is no
reason for a penalty matrix as the current system functions now without issues.

3. The penalty dollar amounts are extreme and do not fit any of the infractions that can easily be compiled with regards to just one
inspection. The dollar amount of the penalties are well out of line with any current inspection fee pricing scheme that is
currently accepted by consumers. The penalty amounts are also well out of line with the actual potential infractions. For
example an Inspector that fails to report one missing window screen can be penalized from $500 - $3000 for a screen that costs
as little as $50. Under those same penalty conditions, and the same inspection, if the Inspector misses one 24" X 12" piece of
vertical insulation another penalty of $500 - $3000 can be assessed for a piece of insulation costing less than $20. As a
minimum that Inspector will be forced to pay a fine of $1000 - $6000 for less than $100 of missed items on an inspection they
might only have charged $250 for.

4. The penalties are mandated regardless of any other extenuating circumstances, and the penalties do not have a $0 amount as a
minimum as a safeguard against unfairly penalizing an Inspector. Using the previous inspection example (item 3 above) if the
Inspector noted tens of thousands of dollars in issues on the inspection then there is NO leeway under the penalty matrix for a
simple slap of the hand. Instead if TREC performs their job without discrimination, and evenly for all Inspectors, then that
Inspector will effectively be forced out of business for not noting less than $100 worth of trivial items.

5. The penalty matrix is no substitute for properly enforcing current rules and laws! As noted in item number 2 above TREC has at
its discretion the power to effectively shut down an Inspector who is violating the rules and laws. A penalty matrix does nothing
but severely, and unfairly, punishing a good, honest and ethical Inspector. The dishonest, unethical Inspectors will continue to
operate whether they are caught and penalized or not! A severe penalty matrix is not an answer or solution to any current
problems with Inspectors. Minor problems can be better handled with letters of reprimand and/or potentially requiring additional
training. Continual gross violations should be handled with revocation of licenses as that is the sign of a dishonest and unethical
Inspector!

6. The penalty matrix has no provisions for refusing review and action by TREC in the event the incident is the result of a complaint
by, or related to, a consumer's complaint or inspection. Texas Inspectors are already forced to maintain Errors & Omissions
insurance which covers many, if not all, of the violations in the penalty matrix. A consumer can file an E&O claim and TREC can
impose a penalty based on this matrix. No E&O policy that | am aware of will pay for administrative fines levied by the licensing
agency. The purpose of the forced E&O was touted as protection for the consumer. A penalty matrix only severely punishes the
Inspector for no gain to the consumer except to fill State coffers. Every E&O claim already places the Inspector in danger of
losing their license if they lose their E&O, expend the E&O limits, and are unable to obtain additional E&O coverage as a result.

7. The penalty matrix will do nothing to help protect consumers. It will in fact have a complete opposite effect. The potential is
always there for inspection fees to increase as a result of the added liability potential. More realistically what will happen are
Inspectors no longer providing exceptional service and only providing the bare minimums required by the rules and laws.
Inspection reports will grow with the huge number of required disclaimers. Inspection agreements will change and be more
carefully crafted to the consumers detriment. Since the penalty matrix only penalizes the Inspector for not calling out items then
| would not be surprised to see more items called out regardless of their validity or not.

8. The penalty matrix has apparently been crafted and potentially advocated by the Inspector Advisory Committee (IAC). This is

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=12 7/25/2011
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the same group of Inspectors who are now at this very moment violating the rules and laws governing Inspectors as well as
other State licensing laws. That in itself makes this penalty matrix a farce and subject to question if it is exercised.

I would certainly hope that TREC will consider removing the Inspectors from this penalty matrix at least until such time as it can be
properly crafted to serve a useful purpose if needed. This penalty matrix, with regards to the Inspector community, 1S NOT a feather in
TREC's cap. It is the complete opposite and only opens up TREC to further scrutiny if the occasion arises. | am 100% pro consumer
protection, and 100% for eliminating dishonest and unethical Inspectors. However this penalty matrix is not even a realistic or viable
part of that goal!

Sincerely

Emmanuel J. Scanlan
PS Inspection & Property Services LLC

TREC License # 7593

International Code Council, Residential Combination Inspector #5247015-R5 (Electrical, Mechanical, Plumbing and Building)
Certified Infrared Thermographer (ASNT-TC1A Standards)

Texas Department Of Insurance, VIP Inspector # 08507061016

HUD/FHA/VA Fee Inspector #M801

Hayman Residential Engineering Services, Field Technician

CMC Energy - Certified Energy Auditor

Knowledge is power, but sharing knowledge brings peace!!

CONFIDENTIAL: This electronic mail (including any attachments) may contain
information that is privileged, confidential, and/or otherwise protected from
disclosure to anyone other than its intended recipient(s). Any dissemination or
use of this electronic email or its contents (including any attachments) by
persons other than the intended recipient(s) is strictly prohibited. If you have
received this message in error, please notify us immediately by reply email so
that we may correct our internal records. Please then delete the original message
(including any attachments) in its entirety. Thank you

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=12 7/25/2011
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Emailing: Penalty Matrix argumentV3.doc

From : Thu, Jun 23, 2011 11:47 PM
Subject : Emailing: Penalty Matrix argumentV3.doc &1 attachment

To : devon bijansky <devon.bijansky@trec.state.tx.us>

Devon,

Would you please see that the IAC receives a copy of this comment/assessment for the proposed Penalty Matrix?
Thanks Devon,

Mark

The message is ready to be sent with the following file or link attachments:

Penalty Matrix argumentV3.doc

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving certain types of file attachments. Check
your e-mail security settings to determine how attachments are handled.

i Penalty Matrix argumentV3.doc
“B 35 KB

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=3 7/25/2011



The TAREI Solution

What Texas Consumers and Texas Inspectors deserve is an Enforcement Division that
provides protections for thorough Inspectors and focuses on poorly performing
Inspectors.

Regardless of whether a schedule of fines (the PM) is constructed and implemented, a
Mitigation Formula should immediately be considered to upgrade and professionalize
TREC’s dealings with Inspectors and to better protect the Consumer.

If the Inspector Advisory Committee and the Commission insist on moving forward with
a Penalty Matrix...

What Texas Consumers and Texas Inspectors deserve is a Penalty Matrix that rewards
thorough Inspectors and penalizes poorly performing Inspectors.

Step 1. Create a schedule of fines that has a floor of ‘No Action’, $ 00.00 and a
maximum dollar amount of $ XX.00

Step 2. Create a Mitigation Formula that does a comparative cost analysis. This is where
the Value of the Inspection and the Value to the Inspector’s Client is compared to the
Loss to the Client.

Step 3. When a consumer complaint is received by TREC Enforcement, TREC
Enforcement determines if the complaint is valid and accurate. In addition, TREC
determines whether the Consumer exercised proper ‘Due-Diligence’ subsequent to the
Inspection.

Step 4. If the complaint is valid and the Consumer exercised reasonable ‘Due-Diligence’,
TREC assesses the potential fine of $XX.00 amount per violation complained of by the
consumer.

Step 5. The Consumer is directed to obtain cost estimates to repair or replace the
undisclosed deficiencies. In addition, the Consumer is directed to obtain cost estimates to
repair or replace ALL ‘Discovered and Reported’ Deficiencies. (In the alternative,
TREC obtains these cost estimates)

Step 6. TREC compares the cost estimates of undisclosed and/or unreported deficiencies
to the cost estimates of ‘Discovered and Reported’ deficiencies.

Step 7. TREC compares the cost estimates to known industry cost estimates (to
determine if the cost estimates are reasonable).



Step 8. TREC, utilizing the Mitigation Formula, determines the dollar amount, if any, of
the fines/penalties assessed to the Inspector.

Step 9. TREC apprises the Consumer and Inspector of the $ amount of the fine assessed
by the PM, if any.

Step 10. If there is a $ Penalty assessed/attached to the Inspector, after appropriate

appeals are exhausted, Inspector pays the $ Penalty to TREC, who then forwards to the
Consumer, ‘X’ percentage of the total fine assessed.

Example Penalty Matrix:
(Schedule of fines with integrated Mitigation Formula)
Inspector fails to discover and/or report 5 deficiencies.

1. Attic lighting and control switch for mechanical equipment illumination.
Cost $100.00

2. Rusted and leaking dishwasher.
Cost $600.00

3. Water damaged wood flooring.
Cost $1000.00

4. Rotted Fascia
Cost $250.00

5. Broken bathtub stopper.
Cost $50.00

Total Cost of undiscovered and/or unreported deficiencies: $2000.00

Mitigation Items; Inspector discovers and reports the following items...

1. Hail damaged roof shingles.
Cost $10,000

2. Sub-slab plumbing leak (discovered via recommended hydrostatic test)
Cost $12,000

3. Faulty Central Heating unit.
Cost $2000.00

4. Aluminum wiring with improper receptacle, light switch and fixture connections.



Cost $2000.00

5. Widespread water damaged and decayed siding and trim.
Cost $7000.00

6, Widespread failure of thermal-pane/double insulated windows (25 windows).
Cost $1500.00

Total Cost of discovered and reported deficiencies: $34.500.00

In essence, the value of the discovered and reported deficiencies exceeded the
value or ‘loss’ to the consumer by a ratio of 17 to 1.

The fine assessed by TREC should be $00.00.
There should be no penalty levied upon the Inspector.

Proposed Fine Ratio as per the Penalty Matrix with
Integrated Mitigation Formula:

Max. Total % allowable monetary fine:  Reported deficiencies V Unreported

100% 1 to 1 ratio
67% 2 to 1 ratio
33% 3to 1 ratio
00% 4 to 1 ratio

If TREC institutes a Safety Deficiency Factor (SDF) into the Penalty Matrix, a
Mitigation Formula must also be utilized that incorporates the same SDF. If
TREC assigns a dollar value to a safety item (that will be interesting to see), that
same dollar value is to be utilized in the Mitigation Formula.

A Penalty Matrix with an Integrated Mitigation Formula is the most equitable
approach to protecting consumers, rewarding thorough inspectors and
penalizing poorly performing inspectors.

The current TREC Enforcement methods and the proposed schedule of
sanctions is clearly remiss by not attaching ‘value’ to the deficiencies that were
discovered and reported, relative to the deficiencies that were not reported.
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TREC Proposed Penalty Matrix

From : Fri, May 20, 2011 06:30 AM
Subject : TREC Proposed Penalty Matrix
To : devon bijansky <devon.bijansky@trec.state.tx.us>
Cc:

After reviewing the proposed Penalty Matrix for inspectors, | don't know whether to laugh or cry. | understand the need and desire for
clarity, but the author(s) of the proposed penalty amounts is either extremely out of touch with the average inspector's ethical standards
and fee schedule or just trying to see if we are paying attention. Most inspectors could easily be put out of business by even the lowest
penalty amount, if assessed for each violation per day. And most inspectors try to comply with all of the administrative rules and our
Standards of Practice while doing the best job possible for out clients, and any mistakes made will most likely be honest mistakes. These
new proposed penalties seem to be based on some outrageous assumptions that inspectors try to get by with breaking rules and need to
be taught a lesson or put out of business when a 'rule’ is broken, or that we all have thousands of dollars to spare. If we forget to
include our license number in email signatures (how much $ per violation?) or check the wrong box on a report we shouldn't be viewed
as a criminal.

We are expected to abide by ethical standards in this industry, and we do. We spend time in hot attics, crawl under houses, walk on
roofs, check dangerous electrical equipment, lie on floors, and any number of other things for our clients; all while juggling the buyer's
questions/expectations, the owner's property, the realtor, and trying to gather information from any number of sources/documents. This
profession isn't for those trying to bypass rules or shortcut. No inspector can find every deficiency in every home. | think inspectors
deserve more respect and consideration in these proposed rules. So why the high minimum penalty? Why not start at $0 for an honest
mistake. Why not have a limit to the 'per violation' or 'per day'. | don't think discouraging an honest mistake by putting someone out of
business, or even making an example of someone, is good policy.

Steve Jolly
Texas Professional Inspections
TREC #7002
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From : Thu, May 19, 2011 02:15 PM

Subject : Matrix
To : devon bijansky <devon.bijansky@trec.state.tx.us>
Cc:

Please evaluate the recommendations from TARIE for the Matrix for an already over regulated and burdened profession for the purpose
of "making" money for TREC.

Thanks,

James Willyard

J.W.'s Inspection ServicTREC Profession 2413

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=7 7/25/2011
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Proposed 22 TAC 535.191 and 22 TAC 535.219

From : Thu, May 19, 2011 09:36 AM
Subject : Proposed 22 TAC 535.191 and 22 TAC 535.219

To : loretta dehay <loretta.dehay@trec.state.tx.us>, devon bijansky
<devon.bijansky@trec.state.tx.us>

Cc:

Dear Devon Bijansky and Loretta DeHay,

I have reviewed the proposed penalty matrix and am inclined to agree with TAREI. TREC already has to authority to impose penalties as stated in text
below.

| have been an instructor, teaching the Real Estate Inspector program since 2004. When | first started teaching, Inspectors had to have 188 hours of
training, then it went to 448 total hours (These are hours without any experience). Then we went and required inspectors to have insurance, now were
going to give outrageous fines.

We usually had around 20 students registered to take the classes, Now we are lucky to have 6 to 8 students registered in the classes. It seems that over
the years, it is getting harder and harder to obtain a Professional Inspector License. | tell every body | run into (when the need arises) that they need to
hire an inspector when the purchase a home or build one for that matter, because | highly believe every house should be inspected.

| have a Professional Inspector License which is currently on inactive status because | can not afford the insurance. Even before | went on inactive
status, | only inspected new construction, because there are too many uncertanties with existing homes and | was afraid | might miss something and
then I would be treated as if I did it on purpose. We are only human and we are going to make mistakes. If it is a repeat offender, then | say "Hammer
Them".

Right now | am trying to decide weather | even want to keep my license. If the state keeps making changes, then I will let it go. | currently hold
certifications with several state agencies, and | have never seen this many changes with any of them.

I hope you reconsider these changes. Thanks for your time.

The Penalty Matrix, has multiple flaws. (TAREI Solutions are in bold)

The lower limit for the range of fines in the current version of the proposed PM is something other than $0.00. By Rule, TREC staff should have it
clearly stated in the PM that there can be, at the discretion of TREC staff or Commission, no disciplinary taken and any range of fines
implemented from $0 to the maximum allowable.

The upper limit of the range of fines is onerous for first time violators. It is the consensus, by everyone, that there is not one solitary Inspector who will
discover every defect in a home, much less every defect in every home inspected. By Rule, the upper limit of the PM range of fines should be
reduced by 90% of the current proposed limits. Repeat offenders can be fined by multiples of the maximum fine range.

The range of fines, relative to the average inspection fee, is onerous. The Real Estate Sales Community (Brokers & Agents) enjoy a much higher per-
transaction income, yet their range of fines, when compared to that of the proposed PM for Inspectors, is skewed. By Rule, the range of fines,
relative to a per-transaction income, should be adjusted to be consistent with that of Brokers and Agents. (l.e $6,000.00 commission versus a
$300.00 inspection fee = a 20 to 1 ratio) A 90% reduction in the current proposed limit of fines for Inspectors is more than appropriate.

The performance of the Inspector, his/her value to the consumer has not been considered with the current proposed PM. For example, as the result of a
Home Inspection, the Inspector discovers and reports deficiencies, comments, and suggests further inspections that result in the discovery of
$200,000.00 in defects in the home. The Inspector’s client moves forward with the purchase of the house. After purchasing the house, the Inspector’s
client decides that purchasing the house wasn’t such a smart idea after all. This homebuyer then files a complaint that the Inspector ‘missed’ a leaking
dishwasher, missing insulation, and a section of decayed/rotted wood (total cost $2,000). The value of the defects discovered by the Inspector
exceeded the ‘missed’ items by a ratio of 1000 to 1.By Rule, the range of fines in the PM should be governed by the value of the Inspection
Report findings relative to the value of the items ‘missed’ or unreported by the Inspector. For example, if the value of the discovered and
reported deficiencies exceeds three (3) times the value of the verified unreported deficiencies complained of by the Inspector’s client or any
other complainant, there are to be no fines or other punitive measures taken by TREC against the Inspector. If the value of the Inspection
findings exceeds that of unreported/’missed’ items by 2 to 1, the maximum allowable fine would be 67% of the maximum PM fine schedule.

The monies collected as a result of the fines imposed on Inspectors, Brokers, and Agents is funneled into the bank accounts controlled by TREC and/or
the Texas General Fund.

The consumer, the complainant, receives none of the monies for their efforts.By Rule, any fines collected as a result of the current TREC
disciplinary system or that of the proposed PM, should be re-directed to the consumer/complainant. In the alternative, by Rule, TREC should

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=9 7/25/2011
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be required to post on the TREC website and any related literature or electronic transmissions, that clearly states:
Any Fines/monies collected pursuant to Disciplinary Action taken by TREC as a result of Consumer Complaints against Inspectors, is paid
directly to TREC. The monies are then utilized at the discretion of TREC or the Texas General Fund. You, the complainant, will receive no

monies as the result of your complaint.

William Gerber (Inactive # 7295)

"In GOD We Trust"

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=9 7/25/2011
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Penalty Matrix

From : Robert L. Duncan Sr. Wed, May 18, 2011 10:07 PM
Subject : Penalty Matrix

To : loretta dehay <loretta.dehay@trec.state.tx.us>, devon bijansky
<devon.bijansky@trec.state.tx.us>

Cc:

why the sudden rush to exterminate Real Estate Inspectors? This PM will surely cause Inspectors to discontinue service, (this Inspector
included) , and drive up the cost of an inspection. You should be working with the Inspectors .not against us! With the economy in the
mess it's in has reduced the inspections by 50% or more. The fines are not justified as proposed. | urge you to reconsider the
proposal,and discontinue the bill.

Robert L. Duncan Sr, License #5970
Duncan Inspection Service

2045 FM 1784

Pleasanton, Texas 78064

http://newmail.trec.state.tx.us/zimbra/h/printmessage?id=132448&part=11 7/25/2011
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Inspector Penalty Matrix

From : Kevin Weiss Wed, May 18, 2011 05:57 PM

Subject : Inspector Penalty Matrix

To : loretta dehay <loretta.dehay@trec.state.tx.us>, devon bijansky
<devon.bijansky@trec.state.tx.us>

Cc:

| find the proposed penalty matrix to be a complete contradiction of the preliminary language of the promulgated introduction language of the
standardized report. How can one reasonably tell clients that an inspection should not be considered a guarantee of no defects on one hand, while
itemizing specific penalties for “missed items” on the other? Are there so many onerous complaints about inspector quality that such a structure is
even needed?

If such a matrix must be put in place, | support the TAREI modifications fully. The proposed matrix is completely out of proportion to the typical
inspection fees. It serves no one to artificially cause fees to go up to simply cover potential penalties.

Respectfully,

Kevin Weiss

TREC License # 7108
Professional Inspector / President
Absolute Inspections, LLC
972-463-0887

w
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REAL ESTATE COMMISSION

Agenda Item 10(3]-‘“: Discussion and possible action to adopt amendments to 22 TAC
Chapter 537 as follows:

a. §537.20 concerning Standard Contract Form TREC No. 9-9

b. §537.28 concerning Standard Contract Form TREC No. 20-
10

c. §537.30 concerning Standard Contract Form TREC No. 23-
11

d. §537.31 concerning Standard Contract Form TREC No. 24-
11

e. §537.32 concerning Standard Contract Form TREC No. 25-
8

f. §537.37 concerning Standard Contract Form TREC No. 30-
9

SUMMARY Adopts amendments to 22 TAC §537.20 concerning Standard
Contract Form TREC No. 9-9 Unimproved Contract; §537.28
concerning Standard Contract Form TREC No. 20-10, One to
Four Family Residential Contract (Resale); §537.30 concerning
Standard Contract Form TREC No. 23-11, New Home Contract
(Incomplete Construction); §537.31 concerning Standard
Contract Form TREC No. 24-11, New Home Contract
(Completed Construction); §537.32 concerning Standard
Contract Form TREC No. 25-8, Farm and Ranch Contract; and
§537.37 concerning Standard Contract Form TREC No. 30-9,
Residential Condominium Contract, without changes to the
proposed text as published in the May 27, 2011, issue of the
Texas Register (36 TexReg 3259). The difference between the
contract forms as proposed and as finally adopted is that the
Commission’s address, phone number and website were
changed on the forms.

The amendments propose to adopt on a permanent basis the
elimination from the contracts of sub-paragraph 15B which
requires a party to the contract to file suit for specific
performance within 45 days of the closing date of the contract.
This change was adopted on an emergency basis at the
February meeting of the Texas Real Estate Commission
effective March 1, 2011. The sub-paragraph may conflict with
Section 16.070 of the Civil Practice and Remedies Code which
precludes parties to a contract from agreeing to shorten the
time period in which to file suit to less than 2 years. This



REAL ESTATE COMMISSION

change was adopted on an emergency basis to prevent
confusion and possible litigation regarding a potential conflict
between a contract provision and an existing statutory
provision. The amendments also correct typographical errors in
paragraph 7 in both TREC No. 9-9, Unimproved Contract and
TREC No. 24-11, New Home Contract (Completed
Construction).

No comments were received on the rule as proposed.

STAFF Adopt the amendments and forms adopted by reference as
RECOMMENDATION rroposed inthe May 27, 2011 issue of the Texas Register with a
change to the Commission’s mailing address, phone number

and website.

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments and forms adopted by reference to
22 TAC §537.20 concerning Standard Contract Form TREC No.
9-9 Unimproved Contract; §537.28 concerning Standard
Contract Form TREC No. 20-10, One to Four Family Residential
Contract (Resale); §537.30 concerning Standard Contract Form
TREC No. 23-11, New Home Contract (Incomplete
Construction); §537.31 concerning Standard Contract Form
TREC No. 24-11, New Home Contract (Completed
Construction); §537.32 concerning Standard Contract Form
TREC No. 25-8, Farm and Ranch Contract; and §537.37
concerning Standard Contract Form TREC No. 30-9, Residential
Condominium Contract for adoption, as proposed in the May
27, 2011 issue of the Texas Register, with a change to the
Commission’s mailing address, phone number and website and
with any non-substantive changes as staff may deem necessary
or advisable.
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Chapter 537, Professional Agreements and Standard Contracts

§537.20. Standard Contract Form TREC No. 9-9 [9-A. The Texas Real Estate
Commission adopts by reference standard contract form TREC No. 9-9 [9-A approved
by the Texas Real Estate Commission in 2011 [2668} 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.

§537.28. Standard Contract Form TREC No. 20-10 !29—8} The Texas Real Estate
Commission ado_Pts by reference standard contract form TREC No. 20-10 [
approved by the Texas Real Estate Commission in 2011 [2008} for use in the resale o
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.

§537.30. Standard Contract Form TREC No. 23-11 !23-9} The Texas Real Estate
Commission adopts by reference standard contract form TREC No. 23-11 [23-9}
approved by the Texas Real Estate Commission in 2011 [2069} 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.

§537.31. Standard Contract Form TREC No. 24-11 #24—9# The Texas Real Estate
Commission adopts by reference standard contract form TREC No. 24-11 [24-9}
approved by the Texas Real Estate Commission in 2011 [2009] 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.

§537.32. Standard Contract Form TREC No. 25-8 [I' . The Texas Real Estate
Commission adopts by reference standard contract form TREC No. 25-8 |25-6f} approved
by the Texas Real Estate Commission in 2011 [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.

8537.37. Standard Contract Form TREC No. 30-9 [30-A. The Texas Real Estate
Commission adopts by reference standard contract form TREC No. 30-9 [36-A approved
by the Texas Real Estate Commission in 2011 [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.
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EQUAL HOUSING

UNIMPROVED PROPERTY CONTRACT
NOTICE: Not For Use For Condominium Transactions

1. PARTIES: The parties to this contract are (Seller)
and (Buyer). Seller agrees
to sell and convey to Buyer and Buyer agrees to buy from Seller the Property defined below.

2. PROPERTY: Lot , Block

Addition, City of
, County of ,

Texas, known as
(address/zip code), or as described on attached exhibit together with all rights, privileges and
appurtenances pertaining thereto, including but not limited to: water rights, claims, permits,
strips and gores, easements, and cooperative or association memberships (the Property).

3. SALES PRICE:

A. Cash portion of Sales Price payable by Buyer at closing.................. $
B. Sum of all financing described below (excluding any loan funding

fee or mortgage iNnsSurance Premium) ... e aaaaas $
C. Sales Price (SUM Of A @nd B) ..cuuiiiiiiii i $

4. FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check

%)plicable boxes below)

A. THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders' underwriting
requirements for the loan(s) (including, but not limited to appraisal, insurability and
lender required repairs), Buyer may terminate this contract by giving notice to Seller
prior to closing and the earnest money will be refunded to Buyer.

(2) Credit Approval: (Check one box only)

(a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.
U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B. ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.

5. EARNEST MONEY: Upon execution of contract by all parties, Buyer shall deposit $

as earnest money with , as escrow agent,
at (address). Buyer
shall deposit additional earnest money of $ with escrow agent within days

after the effective date of this contract. If Buyer fails to deposit the earnest money as required
by this contract, Buyer will be in default.

6. TITLE POLICY AND SURVEY:

A. TITLE POLICY: Seller shall furnish to Buyer at dSeller's Buyer’s expense an owner policy of
title insurance (Title Policy) issued by
(Title Company) in the amount of the Sales Price, dated at or after closing, insuring Buyer
against loss under the provisions of the Title Policy, subject to the promulgated exclusions
(including existing building and zoning ordinances) and the following exceptions:

(1) Restrictive covenants common to the platted subdivision in which the Property is located.

(2) The standard printed exception for standby fees, taxes and assessments.

(3) Liens created as part of the financing described in Paragraph 4.

(4) Utility easements created by the dedication deed or plat of the subdivision in which the
Property is located.

(5) Reservations or exceptions otherwise permitted by this contract or as may be approved by
Buyer in writing.

(6) The standard printed exception as to marital rights.

(7) The standard printed exception as to waters, tidelands, beaches, streams, and related
matters.

(8) The standard printed exception as to discrepancies, conflicts, shortages in area or
boundary lines, encroachments or protrusions, or overlapping improvements. Buyer, at
Buyer’s expense, may have the exception amended to read, "shortages in area".

Initialed for identification by Buyer and Seller TREC NO. 9-9
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B. COMMITMENT: W.ithin 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's
expense, legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer at
Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are not
delivered to Buyer within the specified time, the time for delivery will be automatically extended
up to 15 days or the Closing Date, whichever is earlier.

C. SURVEY: The survey must be made by a registered professional land surveyor acceptable to
the Title Company and Buyer’s lender(s). (Check one box only)

U (1) within days after the effective date of this contract, Seller shall furnish to Buyer
and Title Company Seller's existing survey of the Property and a Residential Real
Property Affidavit promulgated by the Texas Department of Insurance (T-47 Affidavit).
If Seller fails to furnish the existing survey or affidavit within the time
prescribed, Buyer shall obtain a new survey at Seller's expense no later than 3
days prior to Closing Date. If the existing survey or affidavit is_not acceptable to Title

Company or Buyer's lender(s), Buyer shall obtain a new survey at W Seller's Buyer's
expense no later than 3 days prior to Closing Date.
O (2) within days after the effective date of this contract, Buyer shall obtain a new

survey at Buyer's expense. Buyer is deemed to receive the survey on the date of actual
receipt or the date specified in this paragraph, whichever is earlier.

O (3) within days after the effective date of this contract, Seller, at Seller's expense
shall furnish a new survey to Buyer.

D. OBJECTIONS: Buyer may object in writing to (i) defects, exceptions, or encumbrances to title:
disclosed on the survey other than items 6A(1) through (7) above; or disclosed in the
Commitment other than items 6A(1) through (8) above; (ii) any portion of the Property lying in
a special flood hazard area (Zone V or A) as shown on the current Federal Emergency
Management Agency map; or (iii) any exceptions which prohibit the following use or activity:

Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives the
Commitment, Exception Documents, and the survey. Buyer’s failure to object within the time
allowed will constitute a waiver of Buyer’s right to object; except that the requirements in
Schedule C of the Commitment are not waived. Provided Seller is not obligated to incur any
expense, Seller shall cure the timely objections of Buyer or any third party lender within 15
days after Seller receives the objections and the Closing Date will be extended as necessary. If
objections are not cured within such 15 day period, this contract will terminate and the earnest
money will be refunded to Buyer unless Buyer waives the objections.
E. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering the
Property examined by an attorney of Buyer’s selection, or Buyer should be furnished with or
obtain a Title Policy. If a Title Policy is furnished, the Commitment should be promptly
reviewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s right to
object.

(2) PROPERTY OWNERS ASSOCIATION(S) MANDATORY MEMBERSHIP: The Property Uis
Uis not subject to mandatory membership in a property owners association(s). If the
Property is subject to mandatory membership in a property owners association(s), Seller
notifies Buyer under 85.012, Texas Property Code, that, as a purchaser of property in
the residential community identified in Paragraph 2 in which the Property is located, you
are obligated to be a member of the property owners association(s). Restrictive covenants
governing the use and occupancy of the Property and a dedicatory instrument governing
the establishment, maintenance, and operation of this residential community have been or
will be recorded in the Real Property Records of the county in which the Property is located.
Copies of the restrictive covenants and dedicatory instrument may be obtained from the
county clerk. You are obligated to pay assessments to the property owners association(s).
The amount of the assessments is subject to change. Your failure to pay the assessments
could result in a lien on and the foreclosure of the Property. If Buyer is concerned about
these matters, the TREC promulgated Addendum for Property Subject to
Mandatory Membership in a Property Owners Association should be used for each
association.

(3) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(4) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, §33.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.
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(5) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be included
in the extraterritorial jurisdiction of a municipality and may now or later be subject to
annexation by the municipality. Each municipality maintains a map that depicts its
boundaries and extraterritorial jurisdiction. To determine if the Property is located within a
municipality’s extraterritorial jurisdiction or is likely to be located within a municipality’s
extraterritorial jurisdiction, contact all municipalities located in the general proximity of the
Property for further information.

(6) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE PROVIDER:
Notice required by 813.257, Water Code: The real property, described in Paragraph 2, that
you are about to purchase may be located in a certificated water or sewer service area,
which is authorized by law to provide water or sewer service to the properties in the
certificated area. If your property is located in a certificated area there may be special costs
or charges that you will be required to pay before you can receive water or sewer service.
There may be a period required to construct lines or other facilities necessary to provide
water or sewer service to your property. You are advised to determine if the property is in a
certificated area and contact the utility service provider to determine the cost that you will
be required to pay and the period, if any, that is required to provide water or sewer service
to your property. The undersigned Buyer hereby acknowledges receipt of the foregoing
notice at or before the execution of a binding contract for the purchase of the real property
described in Paragraph 2 or at closing of purchase of the real property.

(7) PUBLIC IMPROVEMENT DISTRICTS: |If the Property is in a public improvement district,
85.014, Property Code, requires Seller to notify Buyer as follows: As a purchaser of this
parcel of real property you are obligated to pay an assessment to a municipality or county
for an improvement project undertaken by a public improvement district under Chapter 372,
Local Government Code. The assessment may be due annually or in periodic installments.
More information concerning the amount of the assessment and the due dates of that
assessment may be obtained from the municipality or county levying the assessment. The
amount of the assessments is subject to change. Your failure to pay the assessments could
result in a lien on and the foreclosure of your property.

(8) TEXAS AGRICULTURAL DEVELOPMENT DISTRICT: The Property d is 1 is not located in a
Texas Agricultural Development District. For additional information, contact the Texas
Department of Agriculture.

7. PROPERTY CONDITION:
A. ACCESS, INSPECTIONS AND UTILITIES: Seller shall permit Buyer and Buyer’s agents access
to the Property at reasonable times. Buyer may have the Property inspected by inspectors
selected by Buyer and licensed by TREC or otherwise permitted by law to make inspections.
Seller at Seller's expense shall turn on existing utilities for inspections.
NOTICE: Buyer should determine the availability of utilities to the Property suitable to satisfy
Buyer’s needs.
B. ACCEPTANCE OF PROPERTY CONDITION: (Check one box only)
(1) Buyer accepts the Property in its present condition.
L (2) Buyer accepts the Property in its present condition provided Seller, at Seller’'s expense,
shall complete the following specific repairs and treatments:

.(Do not insert
general phrases, such as “subject to inspections,” that do not identify specific repairs.)
NOTICE TO BUYER AND SELLER: Buyer's agreement to accept the Property in its present
condition under Paragraph 7B (1) or (2) does not preclude Buyer from inspecting the Property
under Paragraph 7A, from negotiating repairs or treatments in a subsequent amendment, or
from terminating this contract during the Option Period, if any.

C. COMPLETION OF REPAIRS: Unless otherwise agreed in writing, Seller shall complete all agreed
repairs prior to the Closing Date. All required permits must be obtained, and repairs must be
performed by persons who are licensed or otherwise permitted by law to provide such repairs.
At Buyer’s election, any transferable warranties received by Seller with respect to the repairs
will be transferred to Buyer at Buyer’'s expense. If Seller fails to complete any agreed repairs
prior to the Closing Date, Buyer may do so and receive reimbursement from Seller at closing.
The Closing Date will be extended up to 15 days, if necessary, to complete repairs.

D. ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic substances,
including asbestos and wastes or other environmental hazards, or the presence of a
threatened or endangered species or its habitat may affect Buyer’'s intended use of the
Property. If Buyer is concerned about these matters, an addendum promulgated by TREC or
required by the parties should be used.

E. SELLER’S DISCLOSURES: Except as otherwise disclosed in this contract, Seller has no
knowledge of the following:

(1) any flooding of the Property;

(2) any pending or threatened litigation, condemnation, or special assessment affecting the
Property;

(3) any environmental hazards or conditions affecting the Property;

(4) any dumpsite, landfill, or underground tanks or containers now or previously located on the
Property;
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(5) any wetlands, as defined by federal or state law or regulation, affecting the Property; or
(6) any threatened or endangered species or their habitat affecting the Property.

8. BROKERS' FEES: All obligations of the parties for payment of brokers’ fees are contained in
separate written agreements.

9. CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7 days
after objections made under Paragraph 6D have been cured or waived, whichever date is later
(Closing Date). If either party fails to close the sale by the Closing Date, the non-defaulting
party may exercise the remedies contained in Paragraph 15.

B. At closing:

(1) Seller shall execute and deliver a general warranty deed conveying title to the Property to
Buyer and showing no additional exceptions to those permitted in Paragraph 6 and furnish
tax statements or certificates showing no delinquent taxes on the Property.

(2) Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3)Seller and Buyer shall execute and deliver any notices, statements, certificates, affidavits,
releases, loan documents and other documents reasonably required for the closing of the
sale and the issuance of the Title Policy.

(4)There will be no liens, assessments, or security interests against the Property which will not
be satisfied out of the sales proceeds unless securing the payment of any loans assumed by
Buyer and assumed loans will not be in default.

(5) If the Property is subject to a lease, Seller shall (i) deliver to Buyer the lease(s) and the
move-in condition form signed by the tenant, if any, and (ii) transfer security deposits (as
defined under 892.102, Property Code), if any, to Buyer. In such an event, Buyer shall
deliver to the tenant a signed statement acknowledging that the Buyer has received the
security deposit and is responsible for the return of the security deposit, and specifying the
exact dollar amount of the security deposit.

10.POSSESSION: Seller shall deliver to Buyer possession of the Property in its present or required
condition upon closing and funding.

11.SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to the
sale. TREC rules prohibit licensees from adding factual statements or business details for which a
contract addendum or other form has been promulgated by TREC for mandatory use.)

12.SETTLEMENT AND OTHER EXPENSES:
A. The following expenses must be paid at or prior to closing:

(1)Expenses payable by Seller (Seller's Expenses):

(a)Releases of existing liens, including prepayment penalties and recording fees; release of
Seller’s loan liability; tax statements or certificates; preparation of deed; one-half of
escrow fee; and other expenses payable by Seller under this contract.

(b)Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer's Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2)Expenses payable by Buyer (Buyer's Expenses): Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on the
notes from date of disbursement to one month prior to dates of first monthly
payments; recording fees; copies of easements and restrictions; loan title policy with
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endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for flood
and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium
(MIP) as required by the lender; and other expenses payable by Buyer under this contract.
B. If any expense exceeds an amount expressly stated in this contract for such expense to be
paid by a party, that party may terminate this contract unless the other party agrees to pay
such excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas
Veterans Land Board or other governmental loan program regulations.

13. PRORATIONS AND ROLLBACK TAXES:

A. PRORATIONS: Taxes for the current year, interest, maintenance fees, assessments, dues
and rents will be prorated through the Closing Date. The tax proration may be calculated
taking into consideration any change in exemptions that will affect the current year's taxes. If
taxes for the current year vary from the amount prorated at closing, the parties shall adjust
the prorations when tax statements for the current year are available. If taxes are not paid at
or prior to closing, Buyer shall pay taxes for the current year.

B. ROLLBACK TAXES: If this sale or Buyer's use of the Property after closing results in the
assessment of additional taxes, penalties or interest (Assessments) for periods prior to closing,
the Assessments will be the obligation of Buyer. If Seller’'s change in use of the Property prior
to closing or denial of a special use valuation on the Property claimed by Seller results in
Assessments for periods prior to closing, the Assessments will be the obligation of Seller.
Obligations imposed by this paragraph will survive closing.

14. CASUALTY LOSS: If any part of the Property is damaged or destroyed by fire or other casualty
after the effective date of this contract, Seller shall restore the Property to its previous condition
as soon as reasonably possible, but in any event by the Closing Date. If Seller fails to do so due
to factors beyond Seller’s control, Buyer may (a) terminate this contract and the earnest money
will be refunded to Buyer (b) extend the time for performance up to 15 days and the Closing Date
will be extended as necessary or (c) accept the Property in its damaged condition with an
assignment of insurance proceeds and receive credit from Seller at closing in the amount of the
deductible under the insurance policy. Seller’s obligations under this paragraph are independent
of any other obligations of Seller under this contract.

15. DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller’s control, Seller fails within the
time allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required
of Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will
be extended as necessary or (b) terminate this contract as the sole remedy and receive the
earnest money. If Seller fails to comply with this contract for any other reason, Seller will be in
default and Buyer may (a) enforce specific performance, seek such other relief as may be
provided by law, or both, or (b) terminate this contract and receive the earnest money, thereby
releasing both parties from this contract.

16.MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through
alternative dispute resolution procedures such as mediation. Any dispute between Seller and
Buyer related to this contract which is not resolved through informal discussion dwill will not
be submitted to a mutually acceptable mediation service or provider. The parties to the mediation
shall bear the mediation costs equally. This paragraph does not preclude a party from seeking
equitable relief from a court of competent jurisdiction.

17. ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails
in any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees
and all costs of such proceeding.

18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for
the performance or nonperformance of any party to this contract, (ii) liable for interest on the
earnest money and (iii) liable for the loss of any earnest money caused by the failure of any
financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment,
then to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow
agent may: (i) require a written release of liability of the escrow agent from all parties, (ii)
require payment of unpaid expenses incurred on behalf of a party, and (iii) only deduct from
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the earnest money the amount of unpaid expenses incurred on behalf of the party receiving
the earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the
release and deliver same to the escrow agent. If either party fails to execute the release,
either party may make a written demand to the escrow agent for the earnest money. If only
one party makes written demand for the earnest money, escrow agent shall promptly provide
a copy of the demand to the other party. If escrow agent does not receive written objection to
the demand from the other party within 15 days, escrow agent may disburse the earnest
money to the party making demand reduced by the amount of unpaid expenses incurred on
behalf of the party receiving the earnest money and escrow agent may pay the same to the
creditors. If escrow agent complies with the provisions of this paragraph, each party hereby
releases escrow agent from all adverse claims related to the disbursal of the earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the
escrow agent within 7 days of receipt of the request will be liable to the other party for
liguidated damages in an amount equal to the sum of: (i) three times the amount of the
earnest money; (ii) the earnest money; (iii) reasonable attorney's fees; and (iv) all costs of
suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph
21. Notice of objection to the demand will be deemed effective upon receipt by escrow agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will
be in default. Unless expressly prohibited by written agreement, Seller may continue to show
the Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law, or
if Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer shall
withhold from the sales proceeds an amount sufficient to comply with applicable tax law and
deliver the same to the Internal Revenue Service together with appropriate tax forms. Internal
Revenue Service regulations require filing written reports if currency in excess of specified
amounts is received in the transaction.

21. NOTICES: All notices from one party to the other must be in writing and are effective when
mailed to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer at: To Seller at:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:

22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this
contract are (check all applicable boxes):

@ Third Party Financing Addendum for Credit O Addendum for "Back-Up" Contract
Approval

O Seller Financing Addendum O Addendum for Coastal Area Property

O Addendum for Property Subject to Q Environmental Assessment, Threatened
Mandatory Membership in a Property or Endangered Species and Wetlands
Owners Association Addendum

O Buyer’s Temporary Residential Lease O Addendum for Property Located Seaward

of the Gulf Intracoastal Waterway

O Seller’s Temporary Residential Lease O Addendum for Sale of Other Property by
Buyer
O Addendum for Reservation of Oil, Gas L Other (list):

and Other Minerals
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23. TERMINATION OPTION: For nominal consideration, the receipt of which is hereby

acknowledged by Seller, and Buyer's agreement to pay Seller $ (Option Fee)
within 2 days after the effective date of this contract, Seller grants Buyer the unrestricted right to
terminate this contract by giving notice of termination to Seller within days after the

effective date of this contract (Option Period). If no dollar amount is stated as the Option Fee or
if Buyer fails to pay the Option Fee to Seller within the time prescribed, this paragraph will not be
a part of this contract and Buyer shall not have the unrestricted right to terminate this contract.
If Buyer gives notice of termination within the time prescribed, the Option Fee will not be
refunded; however, any earnest money will be refunded to Buyer. The Option Fee Wwill Wwill
not be credited to the Sales Price at closing. Time is of the essence for this paragraph and
strict compliance with the time for performance is required.

24. CONSULT AN ATTORNEY: TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult
an attorney BEFORE signing.

Buyer's Seller's
Attorney is: Attorney is:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
EXECUTED the day of , 20 (EFFECTIVE DATE).

(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

Buyer Seller

Buyer Seller

The form of this contract has been approved by the Texas Real Estate Commission. TREC forms are intended
for use only by trained real estate licensees. No representation is made as to the legal validity or adequacy of
any provision in any specific transactions. It is not intended for complex transactions. Texas Real Estate
Commission, P.O. Box 12188, Austin, TX 78711-2188, (512) 936-3000 (http://www.trec.texas.gov) TREC NO.
9-9. This form replaces TREC NO. 9-7.
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BROKER INFORMATION

Other Broker Firm License No. Listing Broker Firm License No.
represents O Buyer only as Buyer’s agent represents O Seller and Buyer as an intermediary
O Seller as Listing Broker’s subagent O Seller only as Seller’s agent
Licensed Supervisor of Associate Telephone Licensed Supervisor of Listing Associate Telephone
Associate Telephone Listing Associate Telephone
Other Broker's Address Facsimile Listing Broker’s Office Address Facsimile
City State Zip City State Zip
Associate Email Address Listing Associate’s Email Address
Selling Associate Telephone
Selling Associate’s Office Address Facsimile
City State Zip

Selling Associate’s Email Address

Listing Broker has agreed to pay Other Broker of the total sales price when the Listing Broker’s
fee is received. Escrow agent is authorized and directed to pay other Broker from Listing Broker’s fee at closing.

OPTION FEE RECEIPT

Receipt of $ (Option Fee) in the form of is acknowledged.

Seller or Listing Broker Date

CONTRACT AND EARNEST MONEY RECEIPT

Receipt of Ucontract and d$ Earnest Money in the form of
is acknowledged.
Escrow Agent: Date:
By:
Email Address
Telephone ( )
Address
Facsimile: ( )
City State Zip
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EquaL House PROMULGATED BY THE TEXAS REAL ESTATE COMMISSION (TREC)
ONE TO FOUR FAMILY RESIDENTIAL CONTRACT (RESALE)

NOTICE: Not For Use For Condominium Transactions

1. PARTIES: The parties to this contract are (Seller)
and (Buyer). Seller agrees to sell and convey to
Buyer and Buyer agrees to buy from Seller the Property defined below.

2. PROPERTY:

A. LAND: Lot Block ,
Addition, City of , County of
Texas, known as
(address/zip code), or as described on attached exhibit.

B. IMPROVEMENTS: The house, garage and all other fixtures and improvements attached to the
above-described real property, including without limitation, the following permanently
installed and built-in items, if any: all equipment and appliances, valances, screens,
shutters, awnings, wall-to-wall carpeting, mirrors, ceiling fans, attic fans, mail boxes,
television antennas and satellite dish system and equipment, mounts and brackets for
televisions and speakers, heating and air-conditioning units, security and fire detection
equipment, wiring, plumbing and lighting fixtures, chandeliers, water softener system, kitchen
equipment, garage door openers, cleaning equipment, shrubbery, landscaping, outdoor
cooking equipment, and all other property owned by Seller and attached to the above
described real property.

C. ACCESSORIES: The following described related accessories, if any: window air conditioning
units, stove, fireplace screens, curtains and rods, blinds, window shades, draperies and rods,
door keys, mailbox keys, above ground pool, swimming pool equipment and maintenance
accessories, artificial fireplace logs, and controls for: (i) satellite dish systems, (ii) garage
doors, (iii) entry gates, and (iv) other improvements and accessories.

D. EXCLUSIONS: The following improvements and accessories will be retained by Seller and
must be removed prior to delivery of possession:

The land, improvements and accessories are collectively referred to as the “Property”.
3. SALES PRICE:

A. Cash portion of Sales Price payable by Buyer at closing ............ccooieiiiian. $
B. Sum of all financing described below (excluding any loan funding

fee or mortgage iNSUrance PremMiuM) ... e eeea e e e eaaeeeaeaannes $
C. Sales Price (SUM Of A @Nd B) ..ouuiiiiiiiiiie it eaaeeas $

4. FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check
applicable boxes below)

U A. THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders’ underwriting requirements
for the loan(s) (including, but not limited to appraisal, insurability and lender required
repairs), Buyer may terminate this contract by giving notice to Seller prior to closing and
the earnest money will be refunded to Buyer.

(2) Credit Approval: (Check one box only)

U (a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.

U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B. ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.
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5. EARNEST MONEY: Upon execution of this contract by all parties, Buyer shall deposit

$ as earnest money with , as escrow agent, at
(address). Buyer shall deposit additional earnest money of $ with escrow
agent within days after the effective date of this contract. If Buyer fails to deposit the

earnest money as required by this contract, Buyer will be in default.

6. TITLE POLICY AND SURVEY:

A. TITLE POLICY: Seller shall furnish to Buyer at U Seller’'s  Buyer’s expense an owner policy of
title insurance (Title Policy) issued by (Title Company) in the amount of
the Sales Price, dated at or after closing, insuring Buyer against loss under the provisions of the
Title Policy, subject to the promulgated exclusions (including existing building and zoning
ordinances) and the following exceptions:

(1) Restrictive covenants common to the platted subdivision in which the Property is located.

(2) The standard printed exception for standby fees, taxes and assessments.

(3) Liens created as part of the financing described in Paragraph 4.

(4) Utility easements created by the dedication deed or plat of the subdivision in which the
Property is located.

(5) Reservations or exceptions otherwise permitted by this contract or as may be approved by
Buyer in writing.

(6) The standard printed exception as to marital rights.

(7) The standard printed exception as to waters, tidelands, beaches, streams, and related
matters.

(8) The standard printed exception as to discrepancies, conflicts, shortages in area or boundary
lines, encroachments or protrusions, or overlapping improvements. Buyer, at Buyer’s
expense, may have the exception amended to read, "shortages in area".

B. COMMITMENT: Within 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's expense,
legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer at
Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are not
delivered to Buyer within the specified time, the time for delivery will be automatically extended
up to 15 days or the Closing Date, whichever is earlier.

C. SURVEY: The survey must be made by a registered professional land surveyor acceptable to
the Title Company and Buyer’s lender(s). (Check one box only)

() within days after the effective date of this contract, Seller shall furnish to Buyer
and Title Company Seller's existing survey of the Property and a Residential Real
Property Affidavit promulgated by the Texas Department of Insurance (T-47 Affidavit).
If Seller fails to furnish the existing survey or affidavit within the time
prescribed, Buyer shall obtain a new survey at Seller's expense no later than 3
days prior to Closing Date. If the existing survey or affidavit is not acceptable to Title
Company or Buyer's lender(s), Buyer shall obtain a new survey at USeller's
WBuyer's expense no later than 3 days prior to Closing Date.

d(2) Within days after the effective date of this contract, Buyer shall obtain a new
survey at Buyer's expense. Buyer is deemed to receive the survey on the date of actual
receipt or the date specified in this paragraph, whichever is earlier.

U(3) Wwithin days after the effective date of this contract, Seller, at Seller's expense
shall furnish a new survey to Buyer.

D. OBJECTIONS: Buyer may object in writing to defects, exceptions, or encumbrances to title:
disclosed on the survey other than items 6A(1) through (7) above; disclosed in the
Commitment other than items 6A(1) through (8) above; or which prohibit the following use or
activity:

Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives the
Commitment, Exception Documents, and the survey. Buyer’s failure to object within the time
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allowed will constitute a waiver of Buyer’s right to object; except that the requirements in

Schedule C of the Commitment are not waived. Provided Seller is not obligated to incur any

expense, Seller shall cure the timely objections of Buyer or any third party lender within 15

days after Seller receives the objections and the Closing Date will be extended as necessary.

If objections are not cured within such 15 day period, this contract will terminate and the

earnest money will be refunded to Buyer unless Buyer waives the objections.

E. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering
the Property examined by an attorney of Buyer’s selection, or Buyer should be furnished
with or obtain a Title Policy. If a Title Policy is furnished, the Commitment should be
promptly reviewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s
right to object.

(2) PROPERTY OWNERS ASSOCIATION(S) MANDATORY MEMBERSHIP: The Property Qis
Wis not subject to mandatory membership in a property owners association(s). If the
Property is subject to mandatory membership in a property owners association(s), Seller
notifies Buyer under 85.012, Texas Property Code, that, as a purchaser of property
in the residential community identified in Paragraph 2A in which the Property is located,
you are obligated to be a member of the property owners association(s). Restrictive
covenants governing the use and occupancy of the Property and a dedicatory instrument
governing the establishment, maintenance, and operation of this residential community
have been or will be recorded in the Real Property Records of the county in which the
Property is located. Copies of the restrictive covenants and dedicatory instrument may be
obtained from the county clerk. You are obligated to pay assessments to the property
owners association(s). The amount of the assessments is subject to change. Your failure
to pay the assessments could result in a lien on and the foreclosure of the Property. If
Buyer is concerned about these matters, the TREC promulgated Addendum for
Property Subject to Mandatory Membership in a Property Owners Association
should be used for each association.

(3) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(4) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, §33.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.

(5) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be
included in the extraterritorial jurisdiction of a municipality and may now or later be
subject to annexation by the municipality. Each municipality maintains a map that depicts
its boundaries and extraterritorial jurisdiction. To determine if the Property is located
within a municipality’s extraterritorial jurisdiction or is likely to be located within a
municipality’s extraterritorial jurisdiction, contact all municipalities located in the general
proximity of the Property for further information.

(6) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE
PROVIDER: Notice required by §13.257, Water Code: The real property, described in
Paragraph 2, that you are about to purchase may be located in a certificated water or
sewer service area, which is authorized by law to provide water or sewer service to the
properties in the certificated area. If your property is located in a certificated area there
may be special costs or charges that you will be required to pay before you can receive
water or sewer service. There may be a period required to construct lines or other
facilities necessary to provide water or sewer service to your property. You are advised to
determine if the property is in a certificated area and contact the utility service provider
to determine the cost that you will be required to pay and the period, if any, that is
required to provide water or sewer service to your property. The undersigned Buyer
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hereby acknowledges receipt of the foregoing notice at or before the execution of a
binding contract for the purchase of the real property described in Paragraph 2 or at
closing of purchase of the real property.

(7) PUBLIC IMPROVEMENT DISTRICTS: If the Property is in a public improvement district,
85.014, Property Code, requires Seller to notify Buyer as follows: As a purchaser of this
parcel of real property you are obligated to pay an assessment to a municipality or
county for an improvement project undertaken by a public improvement district under
Chapter 372, Local Government Code. The assessment may be due annually or in
periodic installments. More information concerning the amount of the assessment and the
due dates of that assessment may be obtained from the municipality or county levying
the assessment. The amount of the assessments is subject to change. Your failure to pay
the assessments could result in a lien on and the foreclosure of your property.

7. PROPERTY CONDITION:

A. ACCESS, INSPECTIONS AND UTILITIES: Seller shall permit Buyer and Buyer’s agents access
to the Property at reasonable times. Buyer may have the Property inspected by inspectors
selected by Buyer and licensed by TREC or otherwise permitted by law to make inspections.
Seller at Seller's expense shall turn on existing utilities for inspections.

B. SELLER'S DISCLOSURE NOTICE PURSUANT TO §5.008, TEXAS PROPERTY CODE (Notice):

Check one box only)
(1) Buyer has received the Notice.

W (2) Buyer has not received the Notice. Within days after the effective date of this
contract, Seller shall deliver the Notice to Buyer. If Buyer does not receive the Notice,
Buyer may terminate this contract at any time prior to the closing and the earnest
money will be refunded to Buyer. If Seller delivers the Notice, Buyer may terminate
this contract for any reason within 7 days after Buyer receives the Notice or prior to
the closing, whichever first occurs, and the earnest money will be refunded to Buyer.

W (3)The Seller is not required to furnish the notice under the Texas Property Code.

C. SELLER’S DISCLOSURE OF LEAD-BASED PAINT AND LEAD-BASED PAINT HAZARDS is
required by Federal law for a residential dwelling constructed prior to 1978.

D. ACCEPTANCE OF PROPERTY CONDITION: (Check one box only)

U (1) Buyer accepts the Property in its present condition.

U (2) Buyer accepts the Property in its present condition provided Seller, at Seller’s

expense, shall complete the following specific repairs and treatments:

.(Do not insert

general phrases, such as “subject to inspections” that do not identify specific repairs.)

NOTICE TO BUYER AND SELLER: Buyer’'s agreement to accept the Property in its present

condition under Paragraph 7D(1) or (2) does not preclude Buyer from inspecting the Property

under Paragraph 7A, from negotiating repairs or treatments in a subsequent amendment, or
from terminating this contract during the Option Period, if any.

E. LENDER REQUIRED REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, neither
party is obligated to pay for lender required repairs, which includes treatment for wood
destroying insects. If the parties do not agree to pay for the lender required repairs or
treatments, this contract will terminate and the earnest money will be refunded to Buyer. If
the cost of lender required repairs and treatments exceeds 5% of the Sales Price, Buyer may
terminate this contract and the earnest money will be refunded to Buyer.

F. COMPLETION OF REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, Seller
shall complete all agreed repairs and treatments prior to the Closing Date. All required
permits must be obtained, and repairs and treatments must be performed by persons who
are licensed or otherwise authorized by law to provide such repairs or treatments. At Buyer’s
election, any transferable warranties received by Seller with respect to the repairs and
treatments will be transferred to Buyer at Buyer’'s expense. If Seller fails to complete any
agreed repairs and treatments prior to the Closing Date, Buyer may do so and receive
reimbursement from Seller at closing. The Closing Date will be extended up to 15 days, if
necessary, to complete repairs and treatments.

G.ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic
substances, including asbestos and wastes or other environmental hazards, or the presence
of a threatened or endangered species or its habitat may affect Buyer’s intended use of the
Property. If Buyer is concerned about these matters, an addendum promulgated by TREC or
required by the parties should be used.
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H. RESIDENTIAL SERVICE CONTRACTS: Buyer may purchase a residential service contract from
a residential service company licensed by TREC. If Buyer purchases a residential service
contract, Seller shall reimburse Buyer at closing for the cost of the residential service
contract in an amount not exceeding $ . Buyer should review any
residential service contract for the scope of coverage, exclusions and limitations. The
purchase of a residential service contract is optional. Similar coverage may be
purchased from various companies authorized to do business in Texas.

8. BROKERS' FEES: All obligations of the parties for payment of brokers’ fees are contained in
separate written agreements.

9. CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7
days after objections made under Paragraph 6D have been cured or waived, whichever date
is later (Closing Date). If either party fails to close the sale by the Closing Date, the non-
defaulting party may exercise the remedies contained in Paragraph 15.

B. At closing:

(1) Seller shall execute and deliver a general warranty deed conveying title to the Property
to Buyer and showing no additional exceptions to those permitted in Paragraph 6 and
furnish tax statements or certificates showing no delinquent taxes on the Property.

(2) Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3) Seller and Buyer shall execute and deliver any notices, statements, -certificates,
affidavits, releases, loan documents and other documents reasonably required for the
closing of the sale and the issuance of the Title Policy.

(4) There will be no liens, assessments, or security interests against the Property which will
not be satisfied out of the sales proceeds unless securing the payment of any loans
assumed by Buyer and assumed loans will not be in default.

(5) If the Property is subject to a lease, Seller shall (i) deliver to Buyer the lease(s) and the
move-in condition form signed by the tenant, if any, and (ii) transfer security deposits
(as defined under 892.102, Property Code), if any, to Buyer. In such an event, Buyer
shall deliver to the tenant a signed statement acknowledging that the Buyer has received
the security deposit and is responsible for the return of the security deposit, and
specifying the exact dollar amount of the security deposit.

10. POSSESSION: Seller shall deliver to Buyer possession of the Property in its present or
required condition, ordinary wear and tear excepted: Wupon closing and funding Waccording
to a temporary residential lease form promulgated by TREC or other written lease required by
the parties. Any possession by Buyer prior to closing or by Seller after closing which is not
authorized by a written lease will establish a tenancy at sufferance relationship between the
parties. Consult your insurance agent prior to change of ownership and possession
because insurance coverage may be limited or terminated. The absence of a written
lease or appropriate insurance coverage may expose the parties to economic loss.

11. SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to
the sale. TREC rules prohibit licensees from adding factual statements or business details
for which a contract addendum, lease or other form has been promulgated by TREC for
mandatory use.)
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12. SETTLEMENT AND OTHER EXPENSES:
A. The following expenses must be paid at or prior to closing:

(1) Expenses payable by Seller (Seller's Expenses):

(a) Releases of existing liens, including prepayment penalties and recording fees; release
of Seller’s loan liability; tax statements or certificates; preparation of deed; one-half of
escrow fee; and other expenses payable by Seller under this contract.

(b) Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer’'s Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2) Expenses payable by Buyer (Buyer's Expenses): Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on
the notes from date of disbursement to one month prior to dates of first
monthly payments; recording fees; copies of easements and restrictions; loan title policy
with endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for
flood and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium
(MIP) as required by the lender; and other expenses payable by Buyer under this
contract.

B. If any expense exceeds an amount expressly stated in this contract for such expense to be
paid by a party, that party may terminate this contract unless the other party agrees to pay
such excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas
Veterans Land Board or other governmental loan program regulations.

13. PRORATIONS: Taxes for the current year, interest, maintenance fees, assessments, dues and
rents will be prorated through the Closing Date. The tax proration may be calculated taking into
consideration any change in exemptions that will affect the current year's taxes. If taxes for the
current year vary from the amount prorated at closing, the parties shall adjust the prorations
when tax statements for the current year are available. If taxes are not paid at or prior to
closing, Buyer shall pay taxes for the current year.

14. CASUALTY LOSS: If any part of the Property is damaged or destroyed by fire or other casualty
after the effective date of this contract, Seller shall restore the Property to its previous condition
as soon as reasonably possible, but in any event by the Closing Date. If Seller fails to do so due
to factors beyond Seller’'s control, Buyer may (a) terminate this contract and the earnest money
will be refunded to Buyer (b) extend the time for performance up to 15 days and the Closing Date
will be extended as necessary or (c) accept the Property in its damaged condition with an
assignment of insurance proceeds and receive credit from Seller at closing in the amount of the
deductible under the insurance policy. Seller’s obligations under this paragraph are independent
of any other obligations of Seller under this contract.

15. DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller’s control, Seller fails within the
time allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required
of Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will
be extended as necessary or (b) terminate this contract as the sole remedy and receive the
earnest money. If Seller fails to comply with this contract for any other reason, Seller will be in
default and Buyer may (a) enforce specific performance, seek such other relief as may be
provided by law, or both, or (b) terminate this contract and receive the earnest money, thereby
releasing both parties from this contract.

16. MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through
alternative dispute resolution procedures such as mediation. Any dispute between Seller and
Buyer related to this contract which is not resolved through informal discussion will Qwill not
be submitted to a mutually acceptable mediation service or provider. The parties to the mediation
shall bear the mediation costs equally. This paragraph does not preclude a party from seeking
equitable relief from a court of competent jurisdiction.

17. ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails
in any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees
and all costs of such proceeding.
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18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for
the performance or nonperformance of any party to this contract, (ii) liable for interest on
the earnest money and (iii) liable for the loss of any earnest money caused by the failure of
any financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment,
then to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow
agent may: (i) require a written release of liability of the escrow agent from all parties, (ii)
require payment of unpaid expenses incurred on behalf of a party, and (iii) only deduct from
the earnest money the amount of unpaid expenses incurred on behalf of the party receiving
the earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the
release and deliver same to the escrow agent. If either party fails to execute the release,
either party may make a written demand to the escrow agent for the earnest money. If only
one party makes written demand for the earnest money, escrow agent shall promptly
provide a copy of the demand to the other party. If escrow agent does not receive written
objection to the demand from the other party within 15 days, escrow agent may disburse
the earnest money to the party making demand reduced by the amount of unpaid expenses
incurred on behalf of the party receiving the earnest money and escrow agent may pay the
same to the creditors. If escrow agent complies with the provisions of this paragraph, each
party hereby releases escrow agent from all adverse claims related to the disbursal of the
earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the
escrow agent within 7 days of receipt of the request will be liable to the other party for
liguidated damages in an amount equal to the sum of: (i) three times the amount of the
earnest money; (ii) the earnest money; (iii) reasonable attorney's fees; and (iv) all costs of
suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph
21. Notice of objection to the demand will be deemed effective upon receipt by escrow
agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will
be in default. Unless expressly prohibited by written agreement, Seller may continue to show
the Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law,
or if Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer
shall withhold from the sales proceeds an amount sufficient to comply with applicable tax law
and deliver the same to the Internal Revenue Service together with appropriate tax forms.
Internal Revenue Service regulations require filing written reports if currency in excess of
specified amounts is received in the transaction.

21. NOTICES: All notices from one party to the other must be in writing and are effective when
mailed to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer at: To Seller at:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
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22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this contract

are (Check all applicable boxes):

@ Third Party Financing Addendum for Credit
Approval

O Seller Financing Addendum
O Addendum for Property Subject to Man-

datory Membership in a Property Own-
ers Association

Buyer’'s Temporary Residential Lease

Loan Assumption Addendum

Addendum for Sale of Other Property
by Buyer

L 000

Addendum for Reservation of Oil, Gas
and Other Minerals

O oOther (list):

O Addendum for "Back-Up" Contract

O Addendum for Coastal Area Property

Q Environmental Assessment, Threatened
or Endangered Species and Wetlands
Addendum

Seller’'s Temporary Residential Lease

Short Sale Addendum

Addendum for Property Located Seaward
of the Gulf Intracoastal Waterway

Addendum for Seller's Disclosure of Infor-
mation on Lead-based Paint and Lead-
based Paint Hazards as Required by Fed-
eral Law

U OO0 0

23.TERMINATION OPTION: For nominal consideration, the receipt of which is hereby acknowledged

24 .CONSULT AN ATTORNEY:

by Seller, and Buyer's agreement to pay Seller $ (Option Fee) within 2 days after
the effective date of this contract, Seller grants Buyer the unrestricted right to terminate this
contract by giving notice of termination to Seller within days after the effective date of
this contract (Option Period). If no dollar amount is stated as the Option Fee or if Buyer fails to
pay the Option Fee to Seller within the time prescribed, this paragraph will not be a part of this
contract and Buyer shall not have the unrestricted right to terminate this contract. If Buyer gives
notice of termination within the time prescribed, the Option Fee will not be refunded; however,
any earnest money will be refunded to Buyer. The Option Fee Wwill will not be credited to the
Sales Price at closing. Time is of the essence for this paragraph and strict compliance with
the time for performance is required.

TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult an
attorney BEFORE signing.

Buyer's
Attorney is:

Seller's
Attorney is:

Telephone: ( )

Facsimile: ( )

E-mail:

Telephone: ( )

Facsimile: ( )

E-mail:

EXECUTED the day of

, 20 (EFFECTIVE DATE).

(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

Buyer

Seller

Buyer

Seller

The form of this contract has been approved by the Texas Real Estate Commission.
estate licensees. No representation is made as to the legal validity or adequacy of any provision in any specific transactions. It is not
intended for complex transactions. Texas Real Estate Commission, P.O. Box 12188, Austin, TX 78711-2188, (512) 936-3000 (http://
www.trec.texas.gov) TREC NO. 20-10. This form replaces TREC NO. 20-9.

TREC forms are intended for use only by trained real
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BROKER INFORMATION

Other Broker Firm

License No. Listing Broker Firm License No.

represents D Buyer only as Buyer’s agent

D Seller as Listing Broker’s subagent D Seller only as Seller’'s agent

represents D Seller and Buyer as an intermediary

Licensed Supervisor of Associate Telephone Licensed Supervisor of Associate Telephone
Associate Telephone Listing Associate Telephone
Other Broker's Address Facsimile Listing Broker’s Office Address Facsimile
City State Zip City State Zip

Associate Email Address

Listing Broker has agreed to pay Other Broker,
fee is received. Escrow agent is authorized and directed to pay other Broker from Listing Broker’s fee at closing.

Listing Associate’s Email Address

Selling Associate Telephone
Selling Associate’s Office Address Facsimile
City State Zip

Selling Associate’s Email Address

of the total sales price when the Listing Broker’s

Receipt of $

(Option Fee) in the form of is acknowledged.

OPTION FEE RECEIPT

Seller or Listing Broker

Date

Receipt of UContract and $

CONTRACT AND EARNEST MONEY RECEIPT

Earnest Money in the form of

is acknowledged.
Escrow Agent:

Date:

By:

Email Address

Telephone ( )
Address

Facsimile: ( )
City State Zip
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NEW HOME CONTRACT
EQUAL HOUSING

OPFORTUNITY (Incomplete Construction)
NOTICE: Not For Use For Condominium Transactions or Closings Prior to Completion of Construction

1. PARTIES: The parties to this contract are (Seller)
and (Buyer). Seller agrees to sell and
convey to Buyer and Buyer agrees to buy from Seller the Property defined below.

2. PROPERTY:Lot ,Block ,

Addition, City
of ,County of
Texas, known as (address/zip code), or

as described on attached exhibit, together with: (i) improvements, fixtures and all other property
described in the Construction Documents; and (ii) all rights, privileges and appurtenances thereto,
including but not limited to: permits, easements, and cooperative and association memberships.
All property sold by this contract is called the “Property”.

3. SALES PRICE:

A. Cash portion of Sales Price payable by Buyer at closing ..................... $
B. Sum of all financing described below (excluding any loan funding

fee or mortgage insurance Premium) ....ovoioieeeiiiiii e eeaineeaans $
C. Sales Price (SUM Of A @nd B).....uiiiiiiiiiiiii et aeen $

4. FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check
ﬁplicable boxes below)
A. THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders' underwriting requirements
for the loan(s), (including, but not limited to appraisal, insurability and lender required
repairs), Buyer may terminate this contract by giving notice to Seller prior to closing and
the earnest money will be refunded to Buyer.

(2) Credit Approval: (Check one box only)

(a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.
U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B.ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.

5. EARNEST MONEY: Upon execution of this contract by all parties, Buyer shall deposit
$ as earnest money with ,
as escrow agent, at
(address). Buyer shall deposit additional earnest money of $ with escrow
agent within days after the effective date of this contract. If Buyer fails to deposit the
earnest money as required by this contract, Buyer will be in default.

6. TITLE POLICY AND SURVEY:
A. TITLE POLICY: Seller shall furnish to Buyer at Seller's ABuyer’s expense an owner policy of
title insurance (Title Policy) issued by

(Title Company) in the amount of the Sales Price,

dated at or after closing, insuring Buyer against loss under the provisions of the Title Policy,

subject to the promulgated exclusions (including existing building and zoning ordinances) and

the following exceptions:

(1) Restrictive covenants common to the platted subdivision in which the Property is located.

(2) The standard printed exception for standby fees, taxes and assessments.

(3) Liens created as part of the financing described in Paragraph 4.

(4) Utility easements created by the dedication deed or plat of the subdivision in which the
Property is located.

(5) Reservations or exceptions otherwise permitted by this contract or as may be approved by
Buyer in writing.

(6) The standard printed exception as to marital rights.

(7) The standard printed exception as to waters, tidelands, beaches, streams, and related
matters.

(8) The standard printed exception as to discrepancies, conflicts, shortages in area or boundary lines,
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encroachments or protrusions, or overlapping improvements. Buyer, at Buyer's expense, may
have the exception amended to read, "shortages in area".

B. COMMITMENT: W.ithin 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's expense,
legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer at
Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are not
delivered to Buyer within the specified time, the time for delivery will be automatically extended
up to 15 days or the Closing Date, whichever is earlier.

C. SURVEY: The survey must be made after the Substantial Completion Date by a registered
professional land surveyor acceptable to the Title Company and Buyer’s lender(s).

Check one box only)

(1) At least days prior to the Closing Date, Seller, at Seller’'s expense, shall provide a
new survey to Buyer.
O (2) At least days prior to the Closing Date, Buyer, at Buyer’s expense, shall obtain a

new survey. Buyer is deemed to receive the survey on the date of actual receipt or the
date specified in this paragraph, whichever is earlier.

D. OBJECTIONS: Buyer may object in writing to defects, exceptions, or encumbrances to title:
disclosed on the survey other than items 6A(1) through (7) above; disclosed in the
Commitment other than items 6A(1) through (8) above; or which prohibit the following use or
activity: .
Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives
the Commitment, Exception Documents, and the survey. Buyer’s failure to object within the
time allowed will constitute a waiver of Buyer’s right to object; except that the requirements in
Schedule C of the Commitment are not waived. Provided Seller is not obligated to incur any
expense, Seller shall cure the timely objections of Buyer or any third party lender within 15
days after Seller receives the objections and the Closing Date will be extended as necessary. If
objections are not cured within such 15 day period, this contract will terminate and the earnest
money will be refunded to Buyer unless Buyer waives the objections.

E. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering the
Property examined by an attorney of Buyer’s selection, or Buyer should be furnished with or
obtain a Title Policy. If a Title Policy is furnished, the Commitment should be promptly
reviewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s right to
object.

2) PRJOPERTY OWNERS ASSOCIATION(S) MANDATORY MEMBERSHIP: The Property Qis Qis not
subject to mandatory membership in a property owners association(s). If the Property is
subject to mandatory membership in a property owners association(s), Seller notifies Buyer
under 85.012, Texas Property Code, that, as a purchaser of property in the residential
community identified in Paragraph 2A in which the Property is located, you are obligated to
be a member of the property owners association(s). Restrictive covenants governing the use
and occupancy of the Property and a dedicatory instrument governing the establishment,
maintenance, and operation of this residential community have been or will be recorded in
the Real Property Records of the county in which the Property is located. Copies of the
restrictive covenants and dedicatory instrument may be obtained from the county clerk. You
are obligated to pay assessments to the property owners association(s). The amount of the
assessments is subject to change. Your failure to pay the assessments could result in a lien
on and the foreclosure of the Property. If Buyer is concerned about these matters, the
TREC promulgated Addendum for Property Subject to Mandatory Membership in a
Property Owners Association should be used for each association.

(3) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(4) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, §33.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.

(5) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be included in
the extraterritorial jurisdiction of a municipality and may now or later be subject to
annexation by the municipality. Each municipality maintains a map that depicts its
boundaries and extraterritorial jurisdiction. To determine if the Property is located within a
municipality’'s extraterritorial jurisdiction or is likely to be located within a municipality’s
extraterritorial jurisdiction, contact all municipalities located in the general proximity of
the Property for further information.
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(6) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE PROVIDER:
Notice required by §13.257, Water Code: The real property, described in Paragraph 2, that
you are about to purchase may be located in a certificated water or sewer service area,
which is authorized by law to provide water or sewer service to the properties in the
certificated area. If your property is located in a certificated area there may be special costs
or charges that you will be required to pay before you can receive water or sewer service.
There may be a period required to construct lines or other facilities necessary to provide
water or sewer service to your property. You are advised to determine if the property is in a
certificated area and contact the utility service provider to determine the cost that you will
be required to pay and the period, if any, that is required to provide water or sewer service
to your property. The undersigned Buyer hereby acknowledges receipt of the foregoing
notice at or before the execution of a binding contract for the purchase of the real property
described in Paragraph 2 or at closing of purchase of the real property.

(7) PUBLIC IMPROVEMENT DISTRICTS: If the Property is in a public improvement district,
85.014, Property Code, requires Seller to notify Buyer as follows: As a purchaser of this
parcel of real property you are obligated to pay an assessment to a municipality or county
for an improvement project undertaken by a public improvement district under Chapter 372,
Local Government Code. The assessment may be due annually or in periodic installments.
More information concerning the amount of the assessment and the due dates of that
assessment may be obtained from the municipality or county levying the assessment. The
amount of the assessments is subject to change. Your failure to pay the assessments could
result in a lien on and the foreclosure of your property.

7. PROPERTY CONDITION:

A. ACCESS AND INSPECTIONS: Seller shall permit Buyer and Buyer’'s agents access to the

Property at reasonable times. Buyer may have the Property inspected by inspectors selected by
Buyer and licensed by TREC or otherwise permitted by law to make inspections.

B. CONSTRUCTION DOCUMENTS: Seller shall complete all improvements to the Property with due
diligence in accordance with the Construction Documents. “Construction Documents” means
the plans and specifications, the finish out schedules, any change orders, and any allowances
related to the plans and specifications, finish out schedules, and change orders. The
Construction Documents have been signed by the parties and are incorporated into this contract
by reference.

C. COST ADJUSTMENTS: All change orders must be in writing. Increase in costs resulting from
change orders or items selected by Buyer which exceed the allowances specified in the
Construction Documents will be paid by Buyer as follows:

A decrease in costs resulting from change orders and unused allowances will reduce the Sales
Price, with proportionate adjustments to the amounts in Paragraphs 3A and 3B as required by
lender.

D. BUYER’S SELECTIONS: If the Construction Documents permit selections by Buyer, Buyer’s
selections will conform to Seller’'s normal standards as set out in the Construction Documents or
will not, in Seller’'s judgment, adversely affect the marketability of the Property. Buyer will
make required selections within days after notice from Seller.

E. COMPLETION: Seller must commence construction no later than days after the effective
date of this contract. The improvements will be substantially completed in accordance with the
Construction Documents and ready for occupancy not later than
20___ . The improvements will be deemed to be substantially completed in accordance with the
Construction Documents upon the final inspection and approval by all applicable governmental
authorities and any lender (Substantial Completion Date). Construction delays caused by
acts of God, fire or other casualty, strikes, boycotts or nonavailability of materials for which
no substitute of comparable quality and price is available will be added to the time allowed for
substantial completion of the construction. However, in no event may the time for substantial
completion extend beyond the Closing Date. Seller may substitute materials, equipment and
appliances of comparable quality for those specified in the Construction Documents.

F. WARRANTIES: Except as expressly set forth in this contract, a separate writing, or provided by
law, Seller makes no other express warranties. Seller shall assign to Buyer at closing all
assignable manufacturer warranties.

G.INSULATION: As required by Federal Trade Commission Regulations, the information relating
to the insulation installed or to be installed in the Improvements at the Property is: (check only
one box below)

(1) as shown in the attached specifications.
U (2) as follows:
a) Exterior walls of improved living areas: insulated with

insulation to a thickness of inches which yields an R-Value of
b) Walls in other areas of the home: insulated with

insulation to a thickness of inches which yields an R-Value of
c) Ceilings in improved living areas: insulated with

insulation to a thickness of inches which yields an R-Value of
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d) Floors of improved living areas not applied to a slab foundation: insulated with
insulation to a thickness of ____ inches which yields an R-Value of .
e) Other insulated areas:insulated with insulation to a
thickness of inches which yields an R-Value of
All stated R-Values are based on information provided by the manufacturer of the insulation.

H. ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic substances,
including asbestos and wastes or other environmental hazards, or the presence of a threatened
or endangered species or its habitat may affect Buyer’s intended use of the Property. If Buyer is
concerned about these matters, an addendum promulgated by TREC or required by the parties
should be used.

I. SELLER'S DISCLOSURE: Except as otherwise disclosed in this contract, Seller has no
knowledge of the following:

(1) any flooding of the Property which has had a material adverse effect on the use of the
Property;

(2) any pending or threatened litigation, condemnation, or special assessment affecting the
Property;

(3) any environmental hazards or conditions materially affecting the Property;

(4) any dumpsite, landfill, or underground tanks or containers now or previously located on the
Property;

(5) any wetlands, as defined by federal or state law or regulation, affecting the Property; or

(6) any threatened or endangered species or their habitat affecting the Property.

8. BROKERS' FEES: All obligations of the parties for payment of brokers’ fees are contained in separate
written agreements.

9. CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7 days
after objections made under Paragraph 6D have been cured or waived, whichever date is later
(Closing Date). If either party fails to close the sale by the Closing Date, the non-defaulting
party may exercise the remedies contained in Paragraph 15.

B. At closing:

(1) Seller shall execute and deliver a general warranty deed conveying title to the Property to
Buyer and showing no additional exceptions to those permitted in Paragraph 6 and furnish
tax statements or certificates showing no delinquent taxes on the Property.

(2) Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3) Seller and Buyer shall execute and deliver any notices, statements, certificates, affidavits,
releases, loan documents and other documents reasonably required for the closing of the
sale and the issuance of the Title Policy.

(4) There will be no liens, assessments, or security interests against the Property which will not
be satisfied out of the sales proceeds unless securing payment of any loans assumed by
Buyer and assumed loans will not be in default.

10. POSSESSION: Seller shall deliver to Buyer possession of the Property: [ upon closing and funding

according to a temporary residential lease form promulgated by TREC or other written lease required

by the parties. Any possession by Buyer prior to closing or by Seller after closing which is not

authorized by a written lease will establish a tenancy at sufferance relationship between the parties.

Consult your insurance agent prior to change of ownership and possession because

insurance coverage may be limited or terminated. The absence of a written lease or
appropriate insurance coverage may expose the parties to economic loss.

11. SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to the
sale. TREC rules prohibit licensees from adding factual statements or business details for which a
contract addendum, lease or other form has been promulgated by TREC for mandatory use.)
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12. SETTLEMENT AND OTHER EXPENSES:

A. The following expenses must be paid at or prior to closing:
(1) Expenses payable by Seller (Seller's Expenses):

(a) Releases of existing liens, including prepayment penalties and recording fees; release of
Seller’'s loan liability; tax statements or certificates; preparation of deed; one-half of
escrow fee; and other expenses payable by Seller under this contract.

(b) Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer’s Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2) Expenses payable by Buyer (Buyer's Expenses): Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on the
notes from date of disbursement to one month prior to dates of first monthly
payments; recording fees; copies of easements and restrictions; loan title policy with
endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for flood
and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium (MIP)
as required by the lender; and other expenses payable by Buyer under this contract.

B. If any expense exceeds an amount expressly stated in this contract for such expense to be paid
by a party, that party may terminate this contract unless the other party agrees to pay such
excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas Veterans
Land Board or other governmental loan program regulations.

13.PRORATIONS AND ROLLBACK TAXES:

A. PRORATIONS: Taxes for the current year, maintenance fees, assessments, dues and rents will
be prorated through the Closing Date. The tax proration may be calculated taking into
consideration any change in exemptions that will affect the current year's taxes. If taxes for the
current year vary from the amount prorated at closing, the parties shall adjust the prorations
when tax statements for the current year are available. If taxes are not paid at or prior to closing,
Buyer will be obligated to pay taxes for the current year.

B. ROLLBACK TAXES: If Seller’'s change in use of the Property prior to closing or denial of a special
use valuation on the Property results in additional taxes, penalties or interest (Assessments) for
periods prior to closing, the Assessments will be the obligation of Seller. Obligations imposed by
this paragraph will survive closing.

14.CASUALTY LOSS: If any part of the Property is damaged or destroyed by fire or other casualty
after the effective date of this contract, Seller shall restore the Property to its previous condition as
soon as reasonably possible, but in any event by the Closing Date. If Seller fails to do so due to
factors beyond Seller’s control, Buyer may (a) terminate this contract and the earnest money will be
refunded to Buyer (b) extend the time for performance up to 45 days and the Closing Date will be
extended as necessary or (c) accept the Property in its damaged condition with an assignment of
insurance proceeds and receive credit from Seller at closing in the amount of the deductible under
the insurance policy. Seller’s obligations under this paragraph are independent of any other
obligations of Seller under this contract.

15. DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller’'s control, Seller fails within the time
allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required of
Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will be
extended as necessary or (b) terminate this contract as the sole remedy and receive the earnest
money. If Seller fails to comply with this contract for any other reason, Seller will be in default and
Buyer may (a) enforce specific performance, seek such other relief as may be provided by law, or
both, or (b) terminate this contract and receive the earnest money, thereby releasing both parties
from this contract.

16.MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through

alternative dispute resolution procedures such as mediation. Subject to applicable law, any dispute

between Seller and Buyer related to this contract which is not resolved through informal discussion

will will not be submitted to a mutually acceptable mediation service or provider. The parties to

the mediation shall bear the mediation costs equally. This paragraph does not preclude a party
from seeking equitable relief from a court of competent jurisdiction.

17. ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails in
any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees and all
costs of such proceeding.
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18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for the
performance or nonperformance of any party to this contract, (ii) liable for interest on the
earnest money and (iii) liable for the loss of any earnest money caused by the failure of any
financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment,
then to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow
agent may: (i) require a written release of liability of the escrow agent from all parties, (ii)
require payment of unpaid expenses incurred on behalf of a party, and (iii) only deduct from
the earnest money the amount of unpaid expenses incurred on behalf of the party receiving the
earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the
release and deliver same to the escrow agent. If either party fails to execute the release, either
party may make a written demand to the escrow agent for the earnest money. If only one
party makes written demand for the earnest money, escrow agent shall promptly provide a
copy of the demand to the other party. If escrow agent does not receive written objection to
the demand from the other party within 15 days, escrow agent may disburse the earnest
money to the party making demand reduced by the amount of unpaid expenses incurred on
behalf of the party receiving the earnest money and escrow agent may pay the same to the
creditors. If escrow agent complies with the provisions of this paragraph, each party hereby
releases escrow agent from all adverse claims related to the disbursal of the earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the escrow
agent within 7 days of receipt of the request will be liable to the other party for liquidated
damages in an amount equal to the sum of: (i) three times the amount of the earnest money;
(ii) the earnest money; (iii) reasonable attorney's fees; and (iv) all costs of suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph 21.
Notice of objection to the demand will be deemed effective upon receipt by escrow agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will be
in default. Unless expressly prohibited by written agreement, Seller may continue to show the
Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law, or if
Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer shall
withhold from the sales proceeds an amount sufficient to comply with applicable tax law and
deliver the same to the Internal Revenue Service together with appropriate tax forms. Internal
Revenue Service regulations require filing written reports if currency in excess of specified
amounts is received in the transaction.

21. NOTICES: All notices from one party to the other must be in writing and are effective when mailed
to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer To Seller

at: at:

Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
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22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this contract
are (check all applicable boxes):

@ Third Party Financing Addendum for Credit O Addendum for "Back-Up" Contract
Approval

O Seller Financing Addendum O Addendum for Coastal Area Property

O Addendum for Property Subject to Q Environmental Assessment, Threatened
Mandatory Membership in a Property or Endangered Species and Wetlands
Owners Association Addendum

[ Buyer’s Temporary Residential Lease O Seller's Temporary Residential Lease

O Loan Assumption Addendum Q Short Sale Addendum

O Addendum for Sale of Other Property O Addendum for Property Located Seaward
by Buyer of the Gulf Intracoastal Waterway

O Addendum for Reservation of Oil, Gas Q@ Other (list):

and Other Minerals

23.TERMINATION OPTION: For nominal consideration, the receipt of which is hereby acknowledged

by Seller, and Buyer's agreement to pay Seller $ (Option Fee) within 2 days after
the effective date of this contract, Seller grants Buyer the unrestricted right to terminate this
contract by giving notice of termination to Seller within days after the effective date of

this contract (Option Period). If no dollar amount is stated as the Option Fee or if Buyer fails to
pay the Option Fee to Seller within the time prescribed, this paragraph will not be a part of this
contract and Buyer shall not have the unrestricted right to terminate this contract. If Buyer gives
notice of termination within the time prescribed, the Option Fee will_not be refunded; however,
any earnest money will be refunded to Buyer. The Option Fee Wwill Lwill not be credited to the
Sales Price at closing. Time is of the essence for this paragraph and strict compliance with
the time for performance is required.

24.CONSULT AN ATTORNEY: TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult an
attorney BEFORE signing.

Buyer's Seller's

Attorney is: Attorney is:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
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EXECUTED the day of , 20 (EFFECTIVE DATE).
(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

This contract is subject to Chapter 27 of the
Texas Property Code. The provisions of that
chapter may affect your right to recover
damages arising from a construction defect. If
you have a complaint concerning a
construction defect and that defect has not
been corrected as may be required by law or
by contract, you must provide the notice
required by Chapter 27 of the Texas Property
Code to the contractor by certified mail, return
receipt requested, not later than the 60th day
before the date you file suit to recover
damages in a court of law or initiate
arbitration. The notice must refer to Chapter
27 of the Texas Property Code and must
describe the construction defect. If requested
by the contractor, you must provide the
contractor an opportunity to inspect and cure
the defect as provided by Section 27.004 of
the Texas Property Code.

Buyer

Buyer

Seller

Seller

The form of this contract has been approved by the Texas Real Estate Commission. TREC forms are intended for use only
by trained real estate licensees. No representation is made as to the legal validity or adequacy of any provision in any spe-
cific transactions. It is not intended for complex transactions. Texas Real Estate Commission, P.O. Box 12188, Austin, TX
78711-2188, (512) 936-3000 (http://www.trec.texas.gov) TREC NO. 23-11. This form replaces TREC NO. 23-10.
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BROKER

INFORMATION

Other Broker Firm

represents D Buyer only as Buyer’s agent

License No.

D Seller as Listing Broker’s subagent

Listing Broker Firm License No.

represents D Seller and Buyer as an intermediary

D Seller only as Seller’'s agent

Licensed Supervisor of Associate Telephone Licensed Supervisor of Associate Telephone
Associate Telephone Listing Associate Telephone
Other Broker's Address Facsimile Listing Broker’s Office Address Facsimile
City State Zip City State Zip

Associate Email Address

Listing Broker has agreed to pay Other Broker

fee is received. Escrow agent is authorized and directed to pay other Broker from Listing Broker’s fee at closing.

Listing Associate’s Email Address

Selling Associate Telephone
Selling Associate’s Office Address Facsimile
City State Zip

Selling Associate’s Email Address

of the total sales price when the Listing Broker’s

Receipt of $

Seller or Listing Broker

OPTION FEE RECEIPT

(Option Fee) in the form of is acknowledged.

Date

Receipt of Contract and $

CONTRACT AND EARNEST MONEY RECEIPT

Earnest Money in the form of

is acknowledged.
Escrow Agent:

Date:

By:

Email Address

Telephone ( )
Address

Facsimile: ( )
City State Zip
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NEW HOME CONTRACT

EQUAL HOUSING

OPPORTUNITY (Completed Construction)

1.

3.

. PROPERTY: Lot ,Block

NOTICE: Not For Use For Condominium Transactions or Closings Prior to Completion of Construction

PARTIES: The parties to this contract are
(Seller) and (Buyer). Seller agrees
to sell and convey to Buyer and Buyer agrees to buy from Seller the Property defined below.

Addition, City
of ,County of ,
Texas, known as
(address/zip code), or as described on attached exhibit, together with: (i) improvements,
fixtures and all other property located thereon; and (ii) all rights, privileges and appurtenances
thereto, including but not limited to: permits, easements, and cooperative and association
memberships. All property sold by this contract is called the “Property”.

SALES PRICE:

A. Cash portion of Sales Price payable by Buyer at closing .................. $
B. Sum of all financing described below (excluding any loan funding

fee or mortgage iNnsurance Premium) ... eeeiieiee e eeeinneeeaanns $
C. Sales Price (SUmM of Aand B) ..o $

.FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check

ﬁplicable boxes below)

A. THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders' underwriting
requirements for the loan(s), (including, but not limited to appraisal, insurability and
lender required repairs), Buyer may terminate this contract by giving notice to Seller
prior to closing and the earnest money will be refunded to Buyer.

(2) Credit Approval: (Check one box only)

(a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.
U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B.ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.

. EARNEST MONEY: Upon execution of this contract by all parties, Buyer shall deposit

$ as earnest money with ,
as escrow agent, at

(address). Buyer shall deposit additional earnest money of $ with escrow
agent within days after the effective date of this contract. If Buyer fails to deposit the

earnest money as required by this contract, Buyer will be in default.

. TITLE POLICY AND SURVEY:

A.TITLE POLICY: Seller shall furnish to Buyer at dSeller's Buyer’s expense an owner policy of
title insurance (Title Policy) issued by

(Title Company) in the amount of the Sales Price,

dated at or after closing, insuring Buyer against loss under the provisions of the Title Policy,

subject to the promulgated exclusions (including existing building and zoning ordinances) and

the following exceptions:

(1) Restrictive covenants common to the platted subdivision in which the Property is located.

(2) The standard printed exception for standby fees, taxes and assessments.

(3) Liens created as part of the financing described in Paragraph 4.

(4) Utility easements created by the dedication deed or plat of the subdivision in which the
Property is located.

(5) Reservations or exceptions otherwise permitted by this contract or as may be approved by
Buyer in writing.

(6) The standard printed exception as to marital rights.

(7) The standard printed exception as to waters, tidelands, beaches, streams, and related
matters.

(8) The standard printed exception as to discrepancies, conflicts, shortages in area or boundary
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lines, encroachments or protrusions, or overlapping improvements. Buyer, at Buyer’s expense,
may have the exception amended to read, "shortages in area".

B. COMMITMENT: Within 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's
expense, legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer
at Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are
not delivered to Buyer within the specified time, the time for delivery will be automatically
extended up to 15 days or the Closing Date, whichever is earlier.

C. SURVEY: The survey must be made by a registered professional land surveyor acceptable to
the Title Company and Buyer’s lender(s). (Check one box only)

O (@) within days after the effective date of this contract, Seller shall furnish to
Buyer and Title Company Seller's existing survey of the Property and a Residential Real
Property Affidavit promulgated by the Texas Department of Insurance (T-47 Affidavit).
If Seller fails to furnish the existing survey or affidavit within the time
prescribed, Buyer shall obtain a new survey at Seller's expense no later than
3 days prior to Closing Date. If the existing survey or affidavit is not acceptable to

Title Company or Buyer's lender(s), Buyer shall obtain a new survey at Seller's
U Buyer's expense no later than 3 days prior to Closing Date.
O (2) within days after the effective date of this contract, Buyer shall obtain a new

survey at Buyer's expense. Buyer is deemed to receive the survey on the date of
actual receipt or the date specified in this paragraph, whichever is earlier.

O (3) within days after the effective date of this contract, Seller, at Seller's expense
shall furnish a new survey to Buyer.

D. OBJECTIONS: Buyer may object in writing to defects, exceptions, or encumbrances to title:
disclosed on the survey other than items 6A(1) through (7) above; disclosed in the
Commitment other than items 6A(1) through (8) above; or which prohibit the following use or
activity:

Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives
the Commitment, Exception Documents, and the survey. Buyer’s failure to object within the
time allowed will constitute a waiver of Buyer’s right to object; except that the requirements
in Schedule C of the Commitment are not waived. Provided Seller is not obligated to incur
any expense, Seller shall cure the timely objections of Buyer or any third party lender within

15 days after Seller receives the objections and the Closing Date will be extended as

necessary. If objections are not cured within such 15 day period, this contract will terminate

and the earnest money will be refunded to Buyer unless Buyer waives the objections.
E. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering
the Property examined by an attorney of Buyer’'s selection, or Buyer should be furnished
with or obtain a Title Policy. If a Title Policy is furnished, the Commitment should be
promptly reviewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s
right to object.

(2) PROPERTY OWNERS ASSOCIATION(S) MANDATORY MEMBERSHIP: The Property Uis
Wis not subject to mandatory membership in a property owners association(s). If the
Property is subject to mandatory membership in a property owners association(s), Seller
notifies Buyer under 85.012, Texas Property Code, that, as a purchaser of property in
the residential community identified in Paragraph 2A in which the Property is located, you
are obligated to be a member of the property owners association(s). Restrictive covenants
governing the use and occupancy of the Property and a dedicatory instrument governing
the establishment, maintenance, and operation of this residential community have been
or will be recorded in the Real Property Records of the county in which the Property is
located. Copies of the restrictive covenants and dedicatory instrument may be obtained
from the county clerk. You are obligated to pay assessments to the property owners
association(s). The amount of the assessments is subject to change. Your failure to pay
the assessments could result in a lien on and the foreclosure of the Property. If Buyer is
concerned about these matters, the TREC promulgated Addendum for Property
Subject to Mandatory Membership in a Property Owners Association should be
used for each association.

(3) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
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notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(4) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, §33.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.

(5) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be
included in the extraterritorial jurisdiction of a municipality and may now or later be
subject to annexation by the municipality. Each municipality maintains a map that
depicts its boundaries and extraterritorial jurisdiction. To determine if the Property is
located within a municipality’s extraterritorial jurisdiction or is likely to be located within a
municipality’s extraterritorial jurisdiction, contact all municipalities located in the general
proximity of the Property for further information.

(6) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE
PROVIDER: Notice required by 813.257, Water Code: The real property, described in
Paragraph 2, that you are about to purchase may be located in a certificated water or
sewer service area, which is authorized by law to provide water or sewer service to the
properties in the certificated area. If your property is located in a certificated area there
may be special costs or charges that you will be required to pay before you can receive
water or sewer service. There may be a period required to construct lines or other
facilities necessary to provide water or sewer service to your property. You are advised to
determine if the property is in a certificated area and contact the utility service provider
to determine the cost that you will be required to pay and the period, if any, that is
required to provide water or sewer service to your property. The undersigned Buyer
hereby acknowledges receipt of the foregoing notice at or before the execution of a
binding contract for the purchase of the real property described in Paragraph 2 or at
closing of purchase of the real property.

(7) PUBLIC IMPROVEMENT DISTRICTS: If the Property is in a public improvement district,
85.014, Property Code, requires Seller to notify Buyer as follows: As a purchaser of this
parcel of real property you are obligated to pay an assessment to a municipality or
county for an improvement project undertaken by a public improvement district under
Chapter 372, Local Government Code. The assessment may be due annually or in
periodic installments. More information concerning the amount of the assessment and the
due dates of that assessment may be obtained from the municipality or county levying
the assessment. The amount of the assessments is subject to change. Your failure to
pay the assessments could result in a lien on and the foreclosure of your property.

7. PROPERTY CONDITION:
A. ACCESS, INSPECTIONS AND UTILITIES: Seller shall permit Buyer and Buyer's agents
access to the Property at reasonable times. Buyer may have the Property inspected by
inspectors selected by Buyer and licensed by TREC or otherwise permitted by law to make
inspections. Seller shall pay for turning on existing utilities for inspections.
B. ACCEPTANCE OF PROPERTY CONDITION: (Check one box only)
(1) Buyer accepts the Property in its present condition.
(2) Buyer accepts the Property in its present condition provided Seller, at Seller’s
expense, shall complete the following specific repairs and treatments:

(Do not insert general

phrases, such as “subject to inspections,” that do not identify specific repairs.)
NOTICE TO BUYER AND SELLER: Buyer’'s agreement to accept the Property in its present
condition under Paragraph 7B(1) or (2) does not preclude Buyer from inspecting the
Property under Paragraph 7A, from negotiating repairs or treatments in a subsequent
amendment, or from terminating this contract during the Option Period, if any.

C. WARRANTIES: Except as expressly set forth in this contract, a separate writing, or
provided by law, Seller makes no other express warranties. Seller shall assign to Buyer at
closing all assignable manufacturer warranties.

D. INSULATION: As required by Federal Trade Commission Regulations, the information
relating to the insulation installed or to be installed in the Improvements at the Property is:

check only one box below)
(1) as shown in the attached specifications.
U (2) as follows:
a) Exterior walls of improved living areas: insulated with
insulation to a thickness of inches which yields an R-Value of
b) Walls in other areas of the home: insulated with
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insulation to a thickness of inches which yields an R-Value of

¢) Ceilings in improved living areas: insulated with
insulation to a thickness of inches which yields an R-Value of .

d) Floors of improved living areas not applied to a slab foundation: insulated with
insulation to a thickness of ____ inches which yields an R-Value of .

e) Other insulated areas:insulated with insulation to a
thickness of inches which yields an R-Value of

All stated R-Values are based on information provided by the manufacturer of the insulation.

E. LENDER REQUIRED REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, neither
party is obligated to pay for lender required repairs, which includes treatment for wood
destroying insects. If the parties do not agree to pay for the lender required repairs or
treatments, this contract will terminate and the earnest money will be refunded to Buyer. If
the cost of lender required repairs and treatments exceeds 5% of the Sales Price, Buyer may
terminate this contract and the earnest money will be refunded to Buyer.

F. COMPLETION OF REPAIRS, TREATMENTS, AND IMPROVEMENTS: Unless otherwise agreed in
writing, Seller shall complete all agreed repairs, treatments, and improvements (Work) prior to
the Closing Date. All required permits must be obtained, and Work must be performed by
persons who are licensed or otherwise authorized by law to provide such Work. At Buyer’s
election, any transferable warranties received by Seller with respect to the Work will be
transferred to Buyer at Buyer’'s expense. If Seller fails to complete any agreed Work prior to
the Closing Date, Buyer may do so and receive reimbursement from Seller at closing. The
Closing Date will be extended up to 15 days, if necessary, to complete Work.

G. ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic substances,
including asbestos and wastes or other environmental hazards or the presence of a
threatened or endangered species or its habitat may affect Buyer’'s intended use of the
Property. If Buyer is concerned about these matters, an addendum promulgated by TREC or
required by the parties should be used.

H. SELLER’S DISCLOSURE: Except as otherwise disclosed in this contract, Seller has no
knowledge of the following:

(L)any flooding of the Property which has had a material adverse effect on the use of the
Property;

(2)any pending or threatened litigation, condemnation, or special assessment affecting the
Property;

(3)any environmental hazards or conditions materially affecting the Property;

(4)any dumpsite, landfill, or underground tanks or containers now or previously located on the
Property;

(5)any wetlands, as defined by federal or state law or regulation, affecting the Property; or

(6)any threatened or endangered species or their habitat affecting the Property.

I. RESIDENTIAL SERVICE CONTRACTS: Buyer may purchase a residential service contract from a
residential service company licensed by TREC. If Buyer purchases a residential service
contract, Seller shall reimburse Buyer at closing for the cost of the residential service contract
in an amount not exceeding $ . Buyer should review any residential
service contract for the scope of coverage, exclusions and limitations. The purchase
of a residential service contract is optional. Similar coverage may be purchased from
various companies authorized to do business in Texas.

8. BROKERS' FEES: All obligations of the parties for payment of brokers’ fees are contained in separate
written agreements.

9. CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7 days
after objections made under Paragraph 6D have been cured or waived, whichever date is later
(Closing Date). If either party fails to close the sale by the Closing Date, the non-defaulting
party may exercise the remedies contained in Paragraph 15.

B. At closing:

(1)Seller shall execute and deliver a general warranty deed conveying title to the Property to
Buyer and showing no additional exceptions to those permitted in Paragraph 6 and furnish
tax statements or certificates showing no delinquent taxes on the Property.

(2)Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3)Seller and Buyer shall execute and deliver any notices, statements, certificates, affidavits,
releases, loan documents and other documents reasonably required for the closing of the
sale and the issuance of the Title Policy.

(4)There will be no liens, assessments, or security interests against the Property which will not
be satisfied out of the sales proceeds unless securing the payment of any loans assumed by
Buyer and assumed loans will not be in default.

10. POSSESSION: Seller shall deliver to Buyer possession of the Property in its present or required
condition, ordinary wear and tear excepted: (1 upon closing and funding " according to a temporary
residential lease form promulgated by TREC or other written lease required by the parties. Any
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possession by Buyer prior to closing or by Seller after closing which is not authorized by a written
lease will establish a tenancy at sufferance relationship between the parties. Consult your
insurance agent prior to change of ownership and possession because insurance coverage
may be limited or terminated. The absence of a written lease or appropriate insurance
coverage may expose the parties to economic loss.

11. SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to the
sale. TREC rules prohibit licensees from adding factual statements or business details for which
a contract addendum, lease or other form has been promulgated by TREC for mandatory use.)

12. SETTLEMENT AND OTHER EXPENSES:
A. The following expenses must be paid at or prior to closing:

(1) Expenses payable by Seller (Seller's Expenses):

(a)Releases of existing liens, including prepayment penalties and recording fees; release of
Seller’s loan liability; tax statements or certificates; preparation of deed; one-half of
escrow fee; and other expenses payable by Seller under this contract.

(b)Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer's Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2) Expenses payable by Buyer (Buyer's Expenses): Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on
the notes from date of disbursement to one month prior to dates of first monthly
payments; recording fees; copies of easements and restrictions; loan title policy with
endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for flood
and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium
(MIP) as required by the lender; and other expenses payable by Buyer under this contract.

B. If any expense exceeds an amount expressly stated in this contract for such expense to be
paid by a party, that party may terminate this contract unless the other party agrees to pay
such excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas

Veterans Land Board or other governmental loan program regulations.

13. PRORATIONS AND ROLLBACK TAXES:

A. PRORATIONS: Taxes for the current year, maintenance fees, assessments, dues and rents
will be prorated through the Closing Date. The tax proration may be calculated taking into
consideration any change in exemptions that will affect the current year's taxes. If taxes for
the current year vary from the amount prorated at closing, the parties shall adjust the
prorations when tax statements for the current year are available. If taxes are not paid at or
prior to closing, Buyer will be obligated to pay taxes for the current year.

B. ROLLBACK TAXES: If Seller’'s change in use of the Property prior to closing or denial of a
special use valuation on the Property results in additional taxes, penalties or interest
(Assessments) for periods prior to closing, the Assessments will be the obligation of Seller.
Obligations imposed by this paragraph will survive closing.

14. CASUALTY LOSS: If any part of the Property is damaged or destroyed by fire or other casualty
after the effective date of this contract, Seller shall restore the Property to its previous condition
as soon as reasonably possible, but in any event by the Closing Date. If Seller fails to do so
due to factors beyond Seller's control, Buyer may (a) terminate this contract and the earnest
money will be refunded to Buyer (b) extend the time for performance up to 15 days and the
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Closing Date will be extended as necessary or (c) accept the Property in its damaged condition
with an assignment of insurance proceeds and receive credit from Seller at closing in the amount
of the deductible under the insurance policy. Seller's obligations under this paragraph are
independent of any other obligations of Seller under this contract.

15. DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller’s control, Seller fails within the time
allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required of
Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will be
extended as necessary or (b) terminate this contract as the sole remedy and receive the earnest
money. If Seller fails to comply with this contract for any other reason, Seller will be in default and
Buyer may (a) enforce specific performance, seek such other relief as may be provided by law, or
both, or (b) terminate this contract and receive the earnest money, thereby releasing both parties
from this contract.

16. MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through
alternative dispute resolution procedures such as mediation. Subject to applicable law, any dispute
between Seller and Buyer related to this contract which is not resolved through informal discussion

will dwill not be submitted to a mutually acceptable mediation service or provider. The parties
to the mediation shall bear the mediation costs equally. This paragraph does not preclude a party
from seeking equitable relief from a court of competent jurisdiction.

17.ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails in
any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees and
all costs of such proceeding.

18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for
the performance or nonperformance of any party to this contract, (ii) liable for interest on the
earnest money and (iii) liable for the loss of any earnest money caused by the failure of any
financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment,
then to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow
agent may: (i) require a written release of liability of the escrow agent from all parties, (ii)
require payment of unpaid expenses incurred on behalf of a party, and (iii) only deduct from
the earnest money the amount of unpaid expenses incurred on behalf of the party receiving the
earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the
release and deliver same to the escrow agent. If either party fails to execute the release, either
party may make a written demand to the escrow agent for the earnest money. If only one
party makes written demand for the earnest money, escrow agent shall promptly provide a
copy of the demand to the other party. If escrow agent does not receive written objection to
the demand from the other party within 15 days, escrow agent may disburse the earnest
money to the party making demand reduced by the amount of unpaid expenses incurred on
behalf of the party receiving the earnest money and escrow agent may pay the same to the
creditors. If escrow agent complies with the provisions of this paragraph, each party hereby
releases escrow agent from all adverse claims related to the disbursal of the earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the escrow
agent within 7 days of receipt of the request will be liable to the other party for liquidated
damages in an amount equal to the sum of: (i) three times the amount of the earnest money;
(ii) the earnest money; (iil) reasonable attorney's fees; and (iv) all costs of suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph 21.
Notice of objection to the demand will be deemed effective upon receipt by escrow agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will be
in default. Unless expressly prohibited by written agreement, Seller may continue to show the
Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law, or if
Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer shall
withhold from the sales proceeds an amount sufficient to comply with applicable tax law and
deliver the same to the Internal Revenue Service together with appropriate tax forms. Internal
Revenue Service regulations require filing written reports if currency in excess of specified
amounts is received in the transaction.
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21. NOTICES: All notices from one party to the other must be in writing and are effective when
mailed to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer at: To Seller at:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:

22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this
contract are (check all applicable boxes):

[ Third Party Financing Addendum for Credit O Addendum for "Back-Up" Contract
Approval

O Seller Financing Addendum O Addendum for Coastal Area Property

O Addendum for Property Subject to O Environmental Assessment, Threatened

Mandatory Membership in a Property or Endangered Species and Wetlands
Owners Association Addendum

O Buyer’s Temporary Residential Lease O Seller’'s Temporary Residential Lease

O Loan Assumption Addendum Q Short Sale Addendum

O Addendum for Sale of Other Property O Addendum for Property Located Seaward
by Buyer of the Gulf Intracoastal Waterway

O Addendum for Reservation of Oil, Gas [ Other (list):

and Other Minerals

23.TERMINATION OPTION: For nominal consideration, the receipt of which is hereby
acknowledged by Seller, and Buyer's agreement to pay Seller $ (Option Fee)
within 2 days after the effective date of this contract, Seller grants Buyer the unrestricted right
to terminate this contract by giving notice of termination to Seller within days after the
effective date of this contract (Option Period). If no dollar amount is stated as the Option Fee
or if Buyer fails to pay the Option Fee to Seller within the time prescribed, this paragraph will
not be a part of this contract and Buyer shall not have the unrestricted right to terminate this
contract. If Buyer gives notice of termination within the time prescribed, the Option Fee will not
be refunded; however, any earnest money will be refunded to Buyer. The Option Fee Uwill
will not be credited to the Sales Price at closing. Time is of the essence for this
paragraph and strict compliance with the time for performance is required.

24.CONSULT AN ATTORNEY: TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult
an attorney BEFORE signing.

Buyer's Seller's
Attorney is: Attorney is:
Telephone: ( ) Telephone:
Facsimile: ( ) Facsimile:
E-mail: E-mail:
Initialed for identification by Buyer and Seller TREC NO. 24-11



Contract Concerning Page 8 of 9 8-01-2011
(Address of Property)

EXECUTED the day of , 20 (EFFECTIVE DATE).
(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

This contract is subject to Chapter 27 of the
Texas Property Code. The provisions of that
chapter may affect your right to recover
damages arising from a construction defect. If
you have a complaint concerning a
construction defect and that defect has not
been corrected as may be required by law or
by contract, you must provide the notice
required by Chapter 27 of the Texas Property
Code to the contractor by certified mail, return
receipt requested, not later than the 60th day
before the date you file suit to recover
damages in a court of law or initiate
arbitration. The notice must refer to Chapter
27 of the Texas Property Code and must
describe the construction defect. If requested
by the contractor, you must provide the
contractor an opportunity to inspect and cure
the defect as provided by Section 27.004 of
the Texas Property Code.

Buyer

Buyer

Seller

Seller

The form of this contract has been approved by the Texas Real Estate Commission. TREC forms are intended
for use only by trained real estate licensees. No representation is made as to the legal validity or adequacy of
any provision in any specific transactions. It is not intended for complex transactions. Texas Real Estate Com-
mission, P.O. Box 12188, Austin, TX 78711-2188, (512) 936-3000 (http://www.trec.texas.gov) TREC NO. 24-
11. This form replaces TREC NO. 24-10.
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BROKER INFORMAT

ION

Other Broker Firm

License No. Listing Broker Firm

D Seller and Buyer as an intermediary

License No.

represents D Buyer only as Buyer’s agent represents
D Seller as Listing Broker’s subagent D Seller only as Seller’'s agent
Licensed Supervisor of Associate Telephone Licensed Supervisor of Associate Telephone
Associate Telephone Listing Associate Telephone
Other Broker's Address Facsimile Listing Broker’s Office Address Facsimile
City State Zip City State Zip
Associate Email Address Listing Associate’s Email Address
Selling Associate Telephone
Selling Associate’s Office Address Facsimile
City State Zip

Listing Broker has agreed to pay Other Broker

Selling Associate’s Email Address

of the total sales price when the Listing Broker’s
fee is received. Escrow agent is authorized and directed to pay other Broker from Listing Broker’s fee at closing.

Receipt of $

(Option Fee) in the form of

OPTION FEE RECEIPT

is acknowledged.

Seller or Listing Broker

Date

CONTRACT AND EARNEST MONEY RECEIPT

Receipt of Contract and $
is acknowledged.
Escrow Agent:

Earnest Money in the form of

Date:

By:

Email Address

Telephone (
Address

Facsimile: (
City State Zip
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@ FARM AND RANCH CONTRACT

EQUAL HOUSING
OPPORTUNITY

1. PARTIES: The parties to this contract are
(Seller) and (Buyer). Seller agrees to
sell and convey to Buyer and Buyer agrees to buy from Seller the Property defined below.

2. PROPERTY: The land, improvements, accessories and crops are collectively referred to as the
“Property”.
A. LAND: The land situated in the County of , Texas,
described as follows:

or as described on attached exhibit, also known as

(address/zip code), together with all rights, privileges, and appurtenances pertaining thereto,

including but not limited to: water rights, claims, permits, strips and gores, easements, and

cooperative or association memberships.
B. IMPROVEMENTS:

(1) FARM and RANCH IMPROVEMENTS: The following permanently installed and built-in
items, if any: windmills, tanks, barns, pens, fences, gates, sheds, outbuildings, and
corrals.

(2) RESIDENTIAL [IMPROVEMENTS: The house, garage, and all other fixtures and
improvements attached to the above-described real property, including without limitation,
the following permanently installed and built-in items, if any: all equipment and
appliances, valances, screens, shutters, awnings, wall-to-wall carpeting, mirrors, ceiling
fans, attic fans, mail boxes, television antennas and satellite dish system and equipment,
mounts and brackets for televisions and speakers, heating and air-conditioning units,
security and fire detection equipment, wiring, plumbing and lighting fixtures, chandeliers,
water softener system, kitchen equipment, garage door openers, cleaning equipment,
shrubbery, landscaping, outdoor cooking equipment, and all other property owned by
Seller and attached to the above described real property.

C. ACCESSORIES:

(1) FARM AND RANCH ACCESSORIES: The following described related accessories: (check

boxes of conveyed accessories) Dﬁortable buildings W hunting blinds ame feeders
Q

livestock feeders and troughs irrigation equipment W fuel tanks submersible
pumps [ pressure tanks W corrals  gates W chutes U other:

(2) RESIDENTIAL ACCESSORIES: The following described related accessories, if any: window
air conditioning units, stove, fireplace screens, curtains and rods, blinds, window shades,
draperies and rods, door keys, mailbox keys, above ground pool, swimming pool
equipment and maintenance accessories, artificial fireplace logs, and controls for: (i)
satellite dish systems, (ii) garages, (iii) entry gates, and (iv) other improvements and
accessories.

D.CROPS: Unless otherwise agreed in writing, Seller has the right to harvest all growing crops
until delivery of possession of the Property.
E. EXCLUSIONS: The following improvements, accessories, and crops will be retained by

Seller and must be removed prior to delivery of possession:

F. RESERVATIONS: Any reservation for oil, gas, or other minerals is described on the attached
TREC addendum. Seller reserves the following water, timber, or other interests:

3. SALES PRICE:

A. Cash portion of Sales Price payable by Buyer at closing ................... $
B. Sum of all financing described below (excluding any loan funding
fee or mortgage iNnsurance Premium) ... riciie e veeaeeeeeanas $
C. Sales Price (SUM Of A @nNd B) ....uviiiiiiii et $
D. The Sales Price  will  will not be adjusted based on the survey required by Paragraph 6C.

If the Sales Price is adjusted, the Sales Price will be calculated on the basis of $

per acre. If the Sales Price is adjusted by more than 10%, either party may terminate this
contract by providing written notice to the other party within days after the
terminating party receives the survey. If neither party terminates this contract or if the
variance is 10% or less, the adjustment will be made to the amount in 3A U 3B
U proportionately to 3A and 3B.

4. FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check
applicable boxes below)
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U A. THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders' underwriting
requirements for the loan(s) (including, but not limited to appraisal, insurability and
lender required repairs), Buyer may terminate this contract by giving notice to Seller
prior to closing and the earnest money will be refunded to Buyer.

(1) Credit Approval: (Check one box only)

(a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.
U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B.ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.

5. EARNEST MONEY: Upon execution of this contract by all parties, Buyer shall deposit
$ as earnest money with ,
as escrow agent, at
(address). Buyer shall deposit additional earnest money of $ with escrow
agent within days after the effective date of this contract. If Buyer fails to deposit the
earnest money as required by this contract, Buyer will be in default.

6. TITLE POLICY AND SURVEY:

A. TITLE POLICY: Seller shall furnish to Buyer at WSeller's [WBuyer’s expense an owner policy
of title insurance (Title Policy) issued by:
(Title Company) in the amount of the Sales Price, dated at or after closing, insuring Buyer
against loss under the provisions of the Title Policy, subject to the promulgated exclusions
(including existing building and zoning ordinances) and the following exceptions:

(1) The standard printed exception for standby fees, taxes and assessments.

(2) Liens created as part of the financing described in Paragraph 4.

(3) Reservations or exceptions otherwise permitted by this contract or as may be approved by
Buyer in writing.

(4)The standard printed exception as to marital rights.

(5)The standard printed exception as to waters, tidelands, beaches, streams, and related
matters.

(6) The standard printed exception as to discrepancies, conflicts, shortages in area or boundary
lines, encroachments or protrusions, or overlapping improvements. Buyer, at Buyer's expense,
may have the exception amended to read, "shortages in area".

B. COMMITMENT: Within 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's
expense, legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer
at Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are
not delivered to Buyer within the specified time, the time for delivery will be automatically
extended up to 15 days or the Closing Date, whichever is earlier.

C. SURVEY: The survey must be made by a registered professional land surveyor acceptable to
the Title Company and Buyer’s lender(s). (Check one box only):

(1) Within days after the effective date of this contract, Seller shall furnish to
Buyer and Title Company Seller's existing survey of the Property and a Residential Real
Property Affidavit promulgated by the Texas Department of Insurance (T-47 Affidavit).
If Seller fails to furnish the existing survey or affidavit within the time
prescribed, Buyer shall obtain a new survey at Seller's expense no later than
3 days prior to Closing Date. The existing survey [ will  will not be recertified to
a date subsequent to the effective date of this contract at the expense of 1 Buyer
Seller. If the existing survey is not approved by the Title Corrﬁ)any or Buyer's lender
(s), a new survey will be obtained at the expense of [ Buyer Seller no later than 3
days prior to Closing Date.

O (2) within days after the effective date of this contract, Buyer shall obtain a new
survey at Buyer’s expense. Buyer is deemed to receive the survey on the date of
actual receipt or the date specified in this paragraph, whichever is earlier.

O (3) within days after the effective date of this contract, Seller, at Seller's expense
shall furnish a new survey to Buyer.

U (4) No survey is required.

D. OBJECTIONS: Buyer may object in writing to (i) defects, exceptions, or encumbrances to
title disclosed on the survey other than items 6A(1) through (5) above; or disclosed in the
Commitment other than items 6A(1) through (6) above; (ii) any portion of the Property
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lying in a special flood hazard area (Zone V or A) as shown on the current Federal Emergency
Management Agency map; or (iii) any exceptions which prohibit the following use or activity:

Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives
the Commitment, Exception Documents, and the survey. Buyer’s failure to object within the
time allowed will constitute a waiver of Buyer’s right to object; except that the requirements
in Schedule C of the Commitment are not waived. Provided Seller is not obligated to incur
any expense, Seller shall cure the timely objections of Buyer or any third party lender within
15 days after Seller receives the objections and the Closing Date will be extended as
necessary. If objections are not cured within such 15 day period, this contract will terminate
and the earnest money will be refunded to Buyer unless Buyer waives the objections.

E. EXCEPTION DOCUMENTS: Prior to the execution of the contract, Seller has provided Buyer
with copies of the Exception Documents listed below or on the attached exhibit. Matters
reflected in the Exception Documents listed below or on the attached exhibit will be permitted
exceptions in the Title Policy and will not be a basis for objection to title:

Document Date Recording Reference

F. SURFACE LEASES: Prior to the execution of the contract, Seller has provided Buyer with
copies of written leases and given notice of oral leases (Leases) listed below or on the
attached exhibit. The following Leases will be permitted exceptions in the Title Policy and
will not be a basis for objection to title:

G. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering
the Property examined by an attorney of Buyer’s selection, or Buyer should be furnished
with or obtain a Title Policy. If a Title Policy is furnished, the Commitment should be
promptly reviewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s
right to object.

(2) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(3) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, 833.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.

(4) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be included
in the extraterritorial jurisdiction of a municipality and may now or later be subject to
annexation by the municipality. Each municipality maintains a map that depicts its
boundaries and extraterritorial jurisdiction. To determine if the Property is located within a
municipality’s extraterritorial jurisdiction or is likely to be located within a municipality’s
extraterritorial jurisdiction, contact all municipalities located in the general proximity of
the Property for further information.

(5) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE
PROVIDER: Notice required by 813.257, Water Code: The real property, described in
Paragraph 2, that you are about to purchase may be located in a certificated water or
sewer service area, which is authorized by law to provide water or sewer service to the
properties in the certificated area. If your property is located in a certificated area there
may be special costs or charges that you will be required to pay before you can receive
water or sewer service. There may be a period required to construct lines or other
facilities necessary to provide water or sewer service to your property. You are advised to
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determine if the property is in a certificated area and contact the utility service provider to
determine the cost that you will be required to pay and the period, if any, that is required to
provide water or sewer service to your property. The undersigned Buyer hereby
acknowledges receipt of the foregoing notice at or before the execution of a binding contract
for the purchase of the real property described in Paragraph 2 or at closing of purchase of
the real property.

(6) PUBLIC IMPROVEMENT DISTRICTS: If the Property is in a public improvement district,
85.014, Property Code, requires Seller to notify Buyer as follows: As a purchaser of this
parcel of real property you are obligated to pay an assessment to a municipality or county
for an improvement project undertaken by a public improvement district under Chapter 372,
Local Government Code. The assessment may be due annually or in periodic installments.
More information concerning the amount of the assessment and the due dates of that
assessment may be obtained from the municipality or county levying the assessment. The
amount of the assessments is subject to change. Your failure to pay the assessments could
result in a lien on and the foreclosure of your property.

(7) TEXAS AGRICULTURAL DEVELOPMENT DISTRICT: The Property W is U is not located in a
Texas Agricultural Development District. For additional information contact the Texas
Department of Agriculture.

7.PROPERTY CONDITION:

A. ACCESS, INSPECTIONS AND UTILITIES: Seller shall permit Buyer and Buyer’s agents access to
the Property at reasonable times. Buyer may have the Property inspected by inspectors selected
by Buyer and licensed by TREC or otherwise permitted by law to make inspections. Seller at
Seller's expense shall turn on existing utilities for inspections.

NOTICE: Buyer should determine the availability of utilities to the Property suitable to satisfy
Buyer’s needs.
B. SELLER'S DISCLOSURE NOTICE PURSUANT TO 85.008, TEXAS PROPERTY CODE (Notice):
Check one box only)
(1) Buyer has received the Notice
(2) Buyer has not received the Notice. Within days after the effective date of this
contract, Seller shall deliver the Notice to Buyer. If Buyer does not receive the Notice,
Buyer may terminate this contract at any time prior to the closing and the earnest
money will be refunded to Buyer. If Seller delivers the Notice, Buyer may terminate
this contract for any reason within 7 days after Buyer receives the Notice or prior
to the closing, whichever first occurs, and the earnest money will be refunded to Buyer.
U (3) The Texas Property Code does not require this Seller to furnish the Notice.

C. SELLER’S DISCLOSURE OF LEAD-BASED PAINT AND LEAD-BASED PAINT HAZARDS is required by
Federal law for a residential dwelling constructed prior to 1978.

D. ACCEPTANCE OF PROPERTY CONDITION: (Check one box only)

(1) Buyer accepts the Property in its present condition.

U (2) Buyer accepts the Property in its present condition provided Seller, at Seller’s expense,
shall complete the following specific repairs and treatments:
.(Do not insert general phrases, such as “subject to inspections,” that do not identify
specific repairs.)

NOTICE TO BUYER AND SELLER: Buyer's agreement to accept the Property in its present

condition under Paragraph 7D(1) or (2) does not preclude Buyer from inspecting the Property

under Paragraph 7A, from negotiating repairs or treatments in a subsequent amendment, or

from terminating this contract during the Option Period, if any.

E. COMPLETION OF REPAIRS: Unless otherwise agreed in writing, Seller shall complete all agreed
repairs prior to the Closing Date. All required permits must be obtained, and repairs must be
performed by persons who are licensed or otherwise permitted by law to provide such repairs.
At Buyer’s election, any transferable warranties received by Seller with respect to the repairs
will be transferred to Buyer at Buyer’s expense. If Seller fails to complete any agreed repairs
prior to the Closing Date, Buyer may do so and receive reimbursement from Seller at closing.
The Closing Date will be extended up to 15 days, if necessary, to complete repairs.

F. LENDER REQUIRED REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, neither
party is obligated to pay for lender required repairs, which includes treatment for wood
destroying insects. If the parties do not agree to pay for the lender required repairs or
treatments, this contract will terminate and the earnest money will be refunded to Buyer. If the
cost of lender required repairs and treatments exceeds 5% of the Sales Price, Buyer may
terminate this contract and the earnest money will be refunded to Buyer.

G.ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic substances,
including asbestos and wastes or other environmental hazards, or the presence of a threatened
or endangered species or its habitat may affect Buyer’s intended use of the Property. If Buyer is
concerned about these matters, an addendum promulgated by TREC or required by the parties
should be used.

H. SELLER’S DISCLOSURES: Except as otherwise disclosed in this contract, Seller has no
knowledge of the following:

(1) any flooding of the Property which has had a material adverse effect on the use of the
Property;
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(2) any pending or threatened litigation, condemnation, or special assessment affecting the
Property;

(3) any environmental hazards or conditions materially affecting the Property;

(4) any dumpsite, landfill, or underground tanks or containers now or previously located on the
Property;

(5) any wetlands, as defined by federal or state law or regulation, affecting the Property; or

(6) any threatened or endangered species or their habitat affecting the Property.

I. RESIDENTIAL SERVICE CONTRACTS: Buyer may purchase a residential service contract from a
residential service company licensed by TREC. If Buyer purchases a residential service contract,
Seller shall reimburse Buyer at closing for the cost of the residential service contract in an
amount not exceeding $ . Buyer should review any residential service contract
for the scope of coverage, exclusions and limitations. The purchase of a residential service
contract is optional. Similar coverage may be purchased from various companies
authorized to do business in Texas.

J. GOVERNMENT PROGRAMS: The Property is subject to the government programs listed
below or on the attached exhibit: .

Seller shall provide Buyer with copies of all governmental program agreements. Any allocation
or proration of payment under governmental programs is made by separate agreement
between the parties which will survive closing.

8. BROKERS' FEES: All obligations of the parties for payment of brokers’ fees are contained in separate
written agreements.

9. CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7 days
after objections made under Paragraph 6D have been cured or waived, whichever date is later
(Closing Date). If either party fails to close the sale by the Closing Date, the non-defaulting
party may exercise the remedies contained in Paragraph 15.

B. At closing:

(1) Seller shall execute and deliver a general warranty deed conveying title to the Property to
Buyer and showing no additional exceptions to those permitted in Paragraph 6, an
assignment of Leases, and furnish tax statements or certificates showing no delinquent
taxes on the Property.

(2) Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3) Seller and Buyer shall execute and deliver any notices, statements, certificates, affidavits,
releases, loan documents and other documents reasonably required for the closing of the
sale and the issuance of the Title Policy.

(4)There will be no liens, assessments, or security interests against the Property which will not
be satisfied out of the sales proceeds unless securing the payment of any loans assumed by
Buyer and assumed loans will not be in default.

(5) If the Property is subject to a lease, Seller shall (i) deliver to Buyer the lease(s) and the
move-in condition form signed by the tenant, if any, and (ii) transfer security deposits (as
defined under 892.102, Property Code), if any, to Buyer. In such an event, Buyer shall
deliver to the tenant a signed statement acknowledging that the Buyer has received the
security deposit and is responsible for the return of the security deposit, and specifying the
exact dollar amount of the security deposit.

10. POSSESSION: Seller shall deliver to Buyer_ possession of the Property in its present or required
condition, ordinary wear and tear excepted: [ upon closing and funding ' according to a temporary
residential lease form promulgated by TREC or other written lease required by the parties. Any
possession by Buyer prior to closing or by Seller after closing which is not authorized by a written lease
will establish a tenancy at sufferance relationship between the parties. Consult your insurance
agent prior to change of ownership and possession because insurance coverage may be
limited or terminated. The absence of a written lease or appropriate insurance coverage may
expose the parties to economic loss.

11. SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to the
sale. TREC rules prohibit licensees from adding factual statements or business details for which a
contract addendum or other form has been promulgated by TREC for mandatory use.)
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12. SETTLEMENT AND OTHER EXPENSES:

A. The following expenses must be paid at or prior to closing:

(1)Expenses payable by Seller (Seller's Expenses):

(a) Releases of existing liens, including prepayment penalties and recording fees; release of
Seller’s loan liability; tax statements or certificates; preparation of deed; one-half of
escrow fee; and other expenses payable by Seller under this contract.

(b) Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer’'s Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2) Expenses payable by Buyer (Buyer's Expenses) Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on
the notes from date of disbursement to one month prior to dates of first monthly
payments; recording fees; copies of easements and restrictions; loan title policy with
endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for flood
and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium
(MIP) as required by the lender; and other expenses payable by Buyer under this
contract.

B. If any expense exceeds an amount expressly stated in this contract for such expense to be paid
by a party, that party may terminate this contract unless the other party agrees to pay such
excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas Veterans
Land Board or other governmental loan program regulations.

13. PRORATIONS AND ROLLBACK TAXES:

A. PRORATIONS: Taxes for the current year, interest, maintenance fees, assessments, dues and
rents will be prorated through the Closing Date. The tax proration may be calculated taking into
consideration any change in exemptions that will affect the current year's taxes. If taxes for the
current year vary from the amount prorated at closing, the parties shall adjust the prorations
when tax statements for the current year are available. If taxes are not paid at or prior to
closing, Buyer shall pay taxes for the current year. Rentals which are unknown at time of
closing will be prorated between Buyer and Seller when they become known.

B. ROLLBACK TAXES: If this sale or Buyer’'s use of the Property after closing results in the
assessment of additional taxes, penalties or interest (Assessments) for periods prior to closing,
the Assessments will be the obligation of Buyer. If Seller’'s change in use of the Property prior
to closing or denial of a special use valuation on the Property claimed by Seller results in
Assessments for periods prior to closing, the Assessments will be the obligation of Seller.
Obligations imposed by this paragraph will survive closing.

14. CASUALTY LOSS: If any part of the Property is damaged or destroyed by fire or other casualty
after the effective date of this contract, Seller shall restore the Property to its previous condition
as soon as reasonably possible, but in any event by the Closing Date. If Seller fails to do so due to
factors beyond Seller’s control, Buyer may (a) terminate this contract and the earnest money will
be refunded to Buyer, (b) extend the time for performance up to 15 days and the Closing Date will
be extended as necessary or (c) accept the Property in its damaged condition with an assignment
of insurance proceeds and receive credit from Seller at closing in the amount of the deductible
under the insurance policy. Seller’s obligations under this paragraph are independent of any other
obligations of Seller under this contract.

15. DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller's control, Seller fails within the
time allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required
of Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will
be extended as necessary or (b) terminate this contract as the sole remedy and receive the
earnest money. If Seller fails to comply with this contract for any other reason, Seller will be in
default and Buyer may (a) enforce specific performance, seek such other relief as may be
provided by law, or both, or (b) terminate this contract and receive the earnest money, thereby
releasing both parties from this contract.

16. MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through
alternative dispute resolution procedures such as mediation. Any dispute between Seller and
Buyer related to this contract which is not resolved through informal discussion will dwill not be
submitted to a mutually acceptable mediation service or provider. The parties to the mediation
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shall bear the mediation costs equally. This paragraph does not preclude a party from seeking
equitable relief from a court of competent jurisdiction.

17. ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails
in any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees
and all costs of such proceeding.

18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for
the performance or nonperformance of any party to this contract, (ii) liable for interest on the
earnest money and (iii) liable for the loss of any earnest money caused by the failure of any
financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment,
then to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow
agent may: (i) require a written release of liability of the escrow agent from all parties, (ii)
require payment of unpaid expenses incurred on behalf of a party, and (iii) only deduct from
the earnest money the amount of unpaid expenses incurred on behalf of the party receiving
the earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the
release and deliver same to the escrow agent. If either party fails to execute the release,
either party may make a written demand to the escrow agent for the earnest money. If only
one party makes written demand for the earnest money, escrow agent shall promptly provide
a copy of the demand to the other party. If escrow agent does not receive written objection
to the demand from the other party within 15 days, escrow agent may disburse the earnest
money to the party making demand reduced by the amount of unpaid expenses incurred on
behalf of the party receiving the earnest money and escrow agent may pay the same to the
creditors. If escrow agent complies with the provisions of this paragraph, each party hereby
releases escrow agent from all adverse claims related to the disbursal of the earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the
escrow agent within 7 days of receipt of the request will be liable to the other party for
liguidated damages in an amount equal to the sum of: (i) three times the amount of the
earnest money; (ii) the earnest money; (iii) reasonable attorney's fees; and (iv) all costs of
suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph
21. Notice of objection to the demand will be deemed effective upon receipt by escrow agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will
be in default. Unless expressly prohibited by written agreement, Seller may continue to show the
Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law, or
if Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer shall
withhold from the sales proceeds an amount sufficient to comply with applicable tax law and
deliver the same to the Internal Revenue Service together with appropriate tax forms. Internal
Revenue Service regulations require filing written reports if currency in excess of specified
amounts is received in the transaction.

21. NOTICES: All notices from one party to the other must be in writing and are effective when
mailed to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer at: To Seller at:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
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22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this contract
are (check all applicable boxes):

@ Third Party Financing Addendum for Credit O Addendum for "Back-Up" Contract
Approval

@ Seller Financing Addendum O Addendum for Coastal Area Property

O Addendum for Property Subject to O Environmental Assessment, Threatened
Mandatory Membership in a Property or Endangered Species and Wetlands
Owners Association Addendum

O Buyer’s Temporary Residential Lease O Seller’s Temporary Residential Lease

O Loan Assumption Addendum O Short Sale Addendum

O Addendum for Sale of Other Property O Addendum for Property Located Seaward
by Buyer of the Gulf Intracoastal Waterway

O Addendum for Reservation of Oil, Gas O Addendum for Seller's Disclosure of

and Other Minerals Information on Lead-based Paint and Lead
-based Paint Hazards as Required by
Federal Law

Q other (list):

23. TERMINATION OPTION: For nominal consideration, the receipt of which is hereby acknowledged

by Seller, and Buyer's agreement to pay Seller $ (Option Fee) within 2 days after
the effective date of this contract, Seller grants Buyer the unrestricted right to terminate this
contract by giving notice of termination to Seller within days after the effective date of

this contract (Option Period). If no dollar amount is stated as the Option Fee or if Buyer fails to
pay the Option Fee to Seller within the time prescribed, this paragraph will not be a part of this
contract and Buyer shall not have the unrestricted right to terminate this contract. If Buyer gives
notice of termination within the time prescribed, the Option Fee will not be refunded; however,
any earnest money will be refunded to Buyer. The Option Fee Wwill Qwill not be credited to the
Sales Price at closing. Time is of the essence for this paragraph and strict compliance with
the time for performance is required.

24.CONSULT AN ATTORNEY: TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult an
attorney BEFORE signing.

Buyer's Seller's

Attorney is: Attorney is:

Telephone: ( ) Telephone: ( )

Facsimile: ( ) Facsimile: ( )

E-mail: E-mail:

EXECUTED the day of , 20 (EFFECTIVE DATE).

(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

Buyer Seller

Buyer Seller

The form of this contract has been approved by the Texas Real Estate Commission. TREC forms are intended for use only by
trained real estate licensees. No representation is made as to the legal validity or adequacy of any provision in any specific
transactions. It is not intended for complex transactions. Texas Real Estate Commission, P.O. Box 12188, Austin, TX 78711-
2188, (512) 936-3000 (http://www.trec.texas.gov) TREC NO. 25-8. This form replaces TREC NO. 25-7.
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RATIFICATION OF FEE

Listing Broker has agreed to pay Other Broker

of the total Sales Price when Listing Broker’s

fee is received. Escrow Agent is authorized and directed to pay Other Broker from Listing Broker’s fee at

closing.
Other Broker:

By:

Listing Broker:
By:

BROKER INFORMATION AND AGREEMENT FOR PAYMENT OF BROKERS' FEES

Other Broker License No. Listing or Principal Broker License No.
Licensed Supervisor of Associate Telephone Licensed Supervisor of Associate Telephone
Associate Associate
Address Address
City State Zip City State Zip
Telephone Facsimile Telephone Facsimile
E-mail E-mail
represents a Buyer only as Buyer’s agent represents O seller only

Seller as Listing Broker’s subagent Buyer only

Upon closing of the sale b
agreement is attached: (a) Seller
or % of the total Sales Price; and (b)
$ or
the brokers from the proceeds at closing.

Seller and Buyer as an intermediary

Seller_to Buyer of the Property described in_the contract to which this fee
Buyer will pay Listing/Principal Broker
Seller
% of the total Sales Price. Seller/Buyer authorizes and directs Escrow Agent to pay

a cash fee of $
Buyer will pay Other Broker Oa cash fee of

Brokers' fees are negotiable. Brokers' fees or the sharing of fees between brokers are not fixed, controlled,
recommended, suggested or maintained by the Texas Real Estate Commission.

Seller Buyer
Seller Buyer
Do not sign if there is a separate written agreement for payment of Brokers' fees.
OPTION FEE RECEIPT
Receipt of $ (Option Fee) in the form of is acknowledged.

Seller or Listing Broker

Date

CONTRACT AND EARNEST MONEY RECEIPT

Receipt of Ucontract and $

Earnest Money in the form of

is acknowledged.

Escrow Agent: Date:
By:
Email Address
Telephone ( )
Address
Facsimile: ( )
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NOTICE: Not For Use Where Seller Owns Fee Simple Title To Land Beneath Unit

EuaL ousin RESIDENTIAL CONDOMINIUM CONTRACT (RESALE)
1. PARTIES: The parties to this contract are
(Seller) and (Buyer).
Seller agrees to sell and convey to Buyer and Buyer agrees to buy from Seller the Property defined
below.

2. PROPERTY AND CONDOMINIUM DOCUMENTS:
A. The Condominium Unit, improvements and accessories described below are collectively
referred to as the “Property”.

(1) CONDOMINIUM UNIT: Unit , in Building
of , a condominium project, located at
(address/zip code),
City of ,County of

Texas, described in the Condominium Declaration and Plat and any amendments thereto of
record in said County; together with such Unit's undivided interest in the Common
Elements designated by the Declaration, including those areas reserved as Limited
Common Elements appurtenant to the Unit and such other rights to use the Common
Elements which have been specifically assigned to the Unit in any other manner. Parking
areas assigned to the Unit are:

(2) IMPROVEMENTS: All fixtures and improvements attached to the above described real
property including without limitation, the following permanently installed and built-in
items, if any: all equipment and appliances, valances, screens, shutters, awnings, wall-to-
wall carpeting, mirrors, ceiling fans, attic fans, mail boxes, television antennas and satellite
dish system and equipment, mounts and brackets for televisions and speakers, heating and
air conditioning units, security and fire detection equipment, wiring, plumbing and lighting
fixtures, chandeliers, shrubbery, landscaping, outdoor cooking equipment, and all other
property owned by Seller and attached to the above described Condominium Unit.

(3) ACCESSORIES: The following described related accessories, if any: window air conditioning
units, stove, fireplace screens, curtains and rods, blinds, window shades, draperies and
rods, door keys, mailbox keys, above ground pool, swimming pool equipment and
maintenance accessories, artificial fireplace logs, and controls for: (i) satellite dish system,
(ii) garage doors, (iii) entry gates, and (iv) other improvements and accessories.

(4) EXCLUSIONS: The following improvements and accessories will be retained by Seller and
must be removed prior to delivery of possession:

B. ThebDecIarIa';ion, Bylaws and any Rules of the Association are called "Documents". (Check one
ox only):
(1) Buyer has received a copy of the Documents. Buyer is advised to read the Documents
pefore signing the contract.

U (2) Buyer has not received a copy of the Documents. Seller shall deliver the Documents to
Buyer within days after the effective date of the contract. Buyer may cancel
the contract before the sixth day after Buyer receives the Documents by hand-
delivering or mailing written notice of cancellation to Seller by certified United States
mail, return receipt requested. If Buyer cancels the contract pursuant to this
paragraph, the contract will terminate and the earnest money will be refunded to
Buyer.

U (3) Buyer has received Seller's affidavit that Seller requested information

C. The Resale Certificate from the condominium owners association (the Association) is called the

"Certificate". The Certificate must be in a form promulgated by TREC or required by the

parties. The Certificate must have been prepared no more than 3 months before the date it is

delivered to Buyer and must contain at a minimum the information required by Section

82.157, Texas Property Code.

heck one box only):
(1) Buyer has received the Certificate.

U (2) Buyer has not received the Certificate. Seller shall deliver the Certificate to Buyer
within days after the effective date of the contract. Buyer may cancel the contract
before the sixth day after the date Buyer receives the Certificate by hand-delivering or
mailing written notice of cancellation to Seller by certified United States mail, return
receipt requested. If Buyer cancels the contract pursuant to this paragraph, the
contract will terminate and the earnest money will be refunded to Buyer.

U (3) Buyer has received Seller's affidavit that” Seller requested information from the
Association concerning its financial condition as required by the Texas Property Code,
and that the Association did not provide a Certificate or information required in the
Certificate. Buyer and Seller agree to waive the requirement to furnish the Certificate.

3. SALES PRICE:
A. Cash portion of Sales Price payable by Buyer at closing ................... $
B. Sum of all financing described below (excluding any loan funding
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fee or mortgage iNnsurance Premium) ... ... ci i eeeieeeeeanneen $
C. Sales Price (SUM Of A @nd B) ..o $

4. FINANCING: The portion of Sales Price not payable in cash will be paid as follows: (Check
plicable boxes below)
A.THIRD PARTY FINANCING: One or more third party mortgage loans in the total amount of
$ (excluding any loan funding fee or mortgage insurance premium).

(1) Property Approval: If the Property does not satisfy the lenders' underwriting requirements
for the loan(s), (including, but not limited to appraisal, insurability and lender required
repairs), Buyer may terminate this contract by giving notice to Seller prior to closing and
the earnest money will be refunded to Buyer.

(2) Credit Approval: (Check one box only)

(a) This contract is subject to Buyer being approved for the financing described in the
attached Third Party Financing Addendum for Credit Approval.
U (b) This contract is not subject to Buyer being approved for financing and does not
involve FHA or VA financing.

U B.ASSUMPTION: The assumption of the unpaid principal balance of one or more promissory
notes described in the attached TREC Loan Assumption Addendum.

U C.SELLER FINANCING: A promissory note from Buyer to Seller of $ ,
secured by vendor's and deed of trust liens, and containing the terms and conditions
described in the attached TREC Seller Financing Addendum. If an owner policy of title
insurance is furnished, Buyer shall furnish Seller with a mortgagee policy of title insurance.

5. EARNEST MONEY: Upon execution of this contract by all parties, Buyer shall deposit $

as earnest money with , as escrow agent,
at (address).
Buyer shall deposit additional earnest money of $ with escrow agent within

days after the effective date of this contract. If Buyer fails to deposit the earnest money
as required by this contract, Buyer will be in default.
6. TITLE POLICY:

A. TITLE POLICY: Seller shall furnish to Buyer at USeller's Buyer’s expense an owner policy of
title insurance (Title Policy) issued by
(Title Company) in the amount of the Sales Price, dated at or after closing, insuring Buyer
against loss under the provisions of the Title Policy, subject to the promulgated exclusions
(including existing building and zoning ordinances) and the following exceptions:

(1) Restrictive covenants common to the platted subdivision in which the Property is located.

(2) The standard printed exception for standby fees, taxes and assessments.

(3) Liens created as part of the financing described in Paragraph 4.

(4) Terms and provisions of the Documents including the assessments and platted easements.

(5) Reservations or exceptions otherwise permitted by this contract or as may be approved by

Buyer in writing.

(6) The standard printed exception as to marital rights.

(7) The standard printed exception as to waters, tidelands, beaches, streams, and related

matters.

(8) The standard printed exception as to discrepancies, conflicts, shortages in area or boundary

lines, encroachments or protrusions, or overlapping improvements.

B. COMMITMENT: Within 20 days after the Title Company receives a copy of this contract, Seller
shall furnish to Buyer a commitment for title insurance (Commitment) and, at Buyer's expense,
legible copies of restrictive covenants and documents evidencing exceptions in the
Commitment (Exception Documents) other than the standard printed exceptions. Seller
authorizes the Title Company to deliver the Commitment and Exception Documents to Buyer at
Buyer's address shown in Paragraph 21. If the Commitment and Exception Documents are not
delivered to Buyer within the specified time, the time for delivery will be automatically extended
up to 15 days or the Closing Date, whichever is earlier.

C. OBJECTIONS: Buyer may object in writing to defects, exceptions, or encumbrances to title:
disclosed in the Commitment other than items 6A(1) through (8) above; or which prohibit the
following use or activity: .
Buyer must object the earlier of (i) the Closing Date or (ii) days after Buyer receives the
Commitment and Exception Documents. Buyer’s failure to object within the time allowed will
constitute a waiver of Buyer’s right to object; except that the requirements in Schedule C of the
Commitment are not waived. Provided Seller is not obligated to incur any expense, Seller shall
cure the timely objections of Buyer or any third party lender within 15 days after Seller receives
the objections and the Closing Date will be extended as necessary. If objections are not cured
within such 15 day period, this contract will terminate and the earnest money will be refunded
to Buyer unless Buyer waives the objections.

D. TITLE NOTICES:

(1) ABSTRACT OR TITLE POLICY: Broker advises Buyer to have an abstract of title covering the
Property examined by an attorney of Buyer’s selection, or Buyer should be furnished with or
obtain a Title Policy. If a Title Policy is furnished, the Commitment should be promptly
r%\_/iewed by an attorney of Buyer’s choice due to the time limitations on Buyer’s right to
object.
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(2) STATUTORY TAX DISTRICTS: If the Property is situated in a utility or other statutorily
created district providing water, sewer, drainage, or flood control facilities and services,
Chapter 49, Texas Water Code, requires Seller to deliver and Buyer to sign the statutory
notice relating to the tax rate, bonded indebtedness, or standby fee of the district prior to
final execution of this contract.

(3) TIDE WATERS: If the Property abuts the tidally influenced waters of the state, 833.135,
Texas Natural Resources Code, requires a notice regarding coastal area property to be
included in the contract. An addendum containing the notice promulgated by TREC or
required by the parties must be used.

(4) ANNEXATION: If the Property is located outside the limits of a municipality, Seller notifies
Buyer under 85.011, Texas Property Code, that the Property may now or later be included in
the extraterritorial jurisdiction of a municipality and may now or later be subject to
annexation by the municipality. Each municipality maintains a map that depicts its
boundaries and extraterritorial jurisdiction. To determine if the Property is located within a
municipality’s extraterritorial jurisdiction or is likely to be located within a municipality’s
extraterritorial jurisdiction, contact all municipalities located in the general proximity of the
Property for further information.

(5) PROPERTY LOCATED IN A CERTIFICATED SERVICE AREA OF A UTILITY SERVICE PROVIDER:
Notice required by §13.257, Water Code: The real property, described in Paragraph 2, that
you are about to purchase may be located in a certificated water or sewer service area,
which is authorized by law to provide water or sewer service to the properties in the
certificated area. If your property is located in a certificated area there may be special costs
or charges that you will be required to pay before you can receive water or sewer service.
There may be a period required to construct lines or other facilities necessary to provide
water or sewer service to your property. You are advised to determine if the property is in a
certificated area and contact the utility service provider to determine the cost that you will
be required to pay and the period, if any, that is required to provide water or sewer service
to your property. The undersigned Buyer hereby acknowledges receipt of the foregoing
notice at or before the execution of a binding contract for the purchase of the real property
described in Paragraph 2 or at closing of purchase of the real property.

7. PROPERTY CONDITION:
A. ACCESS, INSPECTIONS AND UTILITIES: Seller shall permit Buyer and Buyer’s agents access to
the Property at reasonable times. Buyer may have the Property inspected by inspectors selected
by Buyer and licensed by TREC or otherwise permitted by law to make inspections. Seller at
Seller's expense shall turn on existing utilities for inspections.
B. SELLER'S DISCLOSURE NOTICE PURSUANT TO §5.008, TEXAS PROPERTY CODE (Notice):
heck one box only)
(1) Buyer has received the Notice.
(2) Buyer has not received the Notice. Within days after the effective date of this
contract, Seller shall deliver the Notice to Buyer. If Buyer does not receive the Notice,
Buyer may terminate this contract at any time prior to the closing and the earnest
money will be refunded to Buyer. If Seller delivers the Notice, Buyer may terminate this
contract for any reason within 7 days after Buyer receives the Notice or prior to the
closing, whichever first occurs, and the earnest money will be refunded to Buyer.
L (3) The Texas Property Code does not require this Seller to furnish the Notice.
C. SELLER’S DISCLOSURE OF LEAD-BASED PAINT AND LEAD-BASED PAINT HAZARDS is required by
Federal law for a residential dwelling constructed prior to 1978.
D. ACCEPTANCE OF PROPERTY CONDITION: (Check one box only)
(1) Buyer accepts the Property in its present condition.
U (2) Buyer accepts the Property in its present condition provided Seller, at Seller’'s expense,
shall complete the following specific repairs and treatments:

(Do not insert general phrases, such as “subject to inspections” that do not identify
specific repairs.)
NOTICE TO BUYER AND SELLER: Buyer's agreement to accept the Property in its present
condition under Paragraph 7D(1) or (2) does not preclude Buyer from inspecting the Property
under Paragraph 7A, from negotiating repairs or treatments in a subsequent amendment, or
from terminating this contract during the Option Period, if any.

E. LENDER REQUIRED REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, neither
party is obligated to pay for lender required repairs, which includes treatment for wood
destroying insects. If the parties do not agree to pay for the lender required repairs or
treatments, this contract will terminate and the earnest money will be refunded to Buyer. If the
cost of lender required repairs and treatments exceeds 5% of the Sales Price, Buyer may
terminate this contract and the earnest money will be refunded to Buyer.

F. COMPLETION OF REPAIRS AND TREATMENTS: Unless otherwise agreed in writing, Seller shall
complete all agreed repairs and treatments prior to the Closing Date. All required permits must
be obtained, and repairs and treatments must be performed by persons who are licensed or
otherwise authorized by law to provide such repairs or treatments. At Buyer’s election, any
transferable warranties received by Seller with respect to the repairs and treatments will be
transferred to Buyer at Buyer’'s expense. If Seller fails to complete any agreed repairs and
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treatments prior to the Closing Date, Buyer may do so and receive reimbursement from Seller at
closing. The Closing Date will be extended up to 15 days, if necessary, to complete repairs and
treatments.

G. ENVIRONMENTAL MATTERS: Buyer is advised that the presence of wetlands, toxic substances,
including asbestos and wastes or other environmental hazards or the presence of a threatened or
endangered species or its habitat may affect Buyer’s intended use of the Property. If Buyer is
concerned about these matters, an addendum promulgated by TREC or required by the parties
should be used.

H. RESIDENTIAL SERVICE CONTRACTS: Buyer may purchase a residential service contract from a
residential service company licensed by TREC. If Buyer purchases a residential service contract,
Seller shall reimburse Buyer at closing for the cost of the residential service contract in an
amount not exceeding $ . Buyer should review any residential service contract
for the scope of coverage, exclusions and limitations. The purchase of a residential service
contract Is optional. Similar coverage may be purchased from various companies
authorized to do business in Texas.

8.BROKERS" FEES: All obligations of the parties for payment of brokers’ fees are contained in separate
written agreements.

9.CLOSING:

A. The closing of the sale will be on or before , 20 , or within 7 days
after objections to matters disclosed in the Commitment have been cured, whichever date is later
(Closing Date). If either party fails to close the sale by the Closing Date, the non-defaulting party
may exercise the remedies contained in Paragraph 15.

B. At closing:

(1) Seller shall execute and deliver a general warranty deed conveying title to the Property to
Buyer and showing no additional exceptions to those permitted in Paragraph 6 and furnish
tax statements or certificates showing no delinquent taxes on the Property.

(2) Buyer shall pay the Sales Price in good funds acceptable to the escrow agent.

(3) Seller and Buyer shall execute and deliver any notices, statements, certificates, affidavits,
releases, loan documents and other documents reasonably required for the closing of the
sale and the issuance of the Title Policy.

(4) There will be no liens, assessments, or security interests against the Property which will not
be satisfied out of the sales proceeds unless securing the payment of any loans assumed by
Buyer and assumed loans will not be in default.

(5) If the Property is subject to a lease, Seller shall (i) deliver to Buyer the lease(s) and the
move-in condition form signed by the tenant, if any, and (ii) transfer security deposits (as
defined under 892.102, Property Code), if any, to Buyer. In such an event, Buyer shall
deliver to the tenant a signed statement acknowledging that the Buyer has received the
security deposit and is responsible for the return of the security deposit, and specifying the
exact dollar amount of the security deposit.

10.POSSESSION: Seller shall deliver to Buyehpossession of the Property_in its present or required
condition, ordinary wear and tear excepted: upon closing and funding according to a temporary
residential lease form promulgated by TREC or other written lease required by the parties. Any
possession by Buyer prior to closing or by Seller after closing which is not authorized by a written lease
will establish a tenancy at sufferance relationship between the parties. Consult your insurance agent
prior to change of ownership and possession because insurance coverage may be limited or
terminated. The absence of a written lease or appropriate insurance coverage may expose
the parties to economic loss.

11. SPECIAL PROVISIONS: (Insert only factual statements and business details applicable to the
sale. TREC rules prohibit licensees from adding factual statements or business details for which a
contract addendum, lease or other form has been promulgated by TREC for mandatory use.)

Initialed for identification by Buyer and Seller TREC NO. 30-9




Contract Concerning Page 5 of 8 08-01-2011
(Address of Property)

12. SETTLEMENT AND OTHER EXPENSES:

A. The following expenses must be paid at or prior to closing:

(1)Expenses payable by Seller (Seller's Expenses):

(a) Releases of existing liens, including prepayment penalties and recording fees; lender,
FHA, or VA completion requirements; tax statements or certificates; preparation of
deed; one-half of escrow fee; and other expenses payable by Seller under this contract.

(b) Seller shall also pay an amount not to exceed $ to be applied in the
following order: Buyer’'s Expenses which Buyer is prohibited from paying by FHA, VA,
Texas Veterans Land Board or other governmental loan programs, and then to other
Buyer’s Expenses as allowed by the lender.

(2) Expenses payable by Buyer (Buyer's Expenses): Appraisal fees; loan application fees;
adjusted origination charges; credit reports; preparation of loan documents; interest on
the notes from date of disbursement to one month prior to dates of first monthly
payments; recording fees; copies of easements and restrictions; loan title policy with
endorsements required by lender; loan-related inspection fees; photos; amortization
schedules; one-half of escrow fee; all prepaid items, including required premiums for flood
and hazard insurance, reserve deposits for insurance, ad valorem taxes and special
governmental assessments; final compliance inspection; courier fee; repair inspection;
underwriting fee; wire transfer fee; expenses incident to any loan; Private Mortgage
Insurance Premium (PMI), VA Loan Funding Fee, or FHA Mortgage Insurance Premium
(MIP) as required by the lender; and other expenses payable by Buyer under this contract.

(3) Except as provided by 12(A)(4) below, Buyer shall pay any and all Association fees or
other charges resulting from the transfer of the Property not to exceed $
and Seller shall pay any excess.

(4) Buyer shall pay any deposits for reserves required at closing by the Association.

B. If any expense exceeds an amount expressly stated in this contract for such expense to be paid
by a party, that party may terminate this contract unless the other party agrees to pay such
excess. Buyer may not pay charges and fees expressly prohibited by FHA, VA, Texas Veterans
Land Board or other governmental loan program regulations.

13. PRORATIONS: Taxes for the current year, interest, maintenance fees, regular condominium
assessments, dues and rents will be prorated through the Closing Date. The tax proration may be
calculated taking into consideration any change in exemptions that will affect the current year's
taxes. If taxes for the current year vary from the amount prorated at closing, the parties shall
adjust the prorations when tax statements for the current year are available. If taxes are not paid
at or prior to closing, Buyer shall pay taxes for the current year. Cash reserves from regular
condominium assessments for deferred maintenance or capital improvements established by the
Association will not be credited to Seller. Any special condominium assessment due and unpaid at
closing will be the obligation of Seller.

14. CASUALTY LOSS: If any part of the Unit which Seller is solely obligated to maintain and repair
under the terms of the Declaration is damaged or destroyed by fire or other casualty, Seller shall
restore the same to its previous condition as soon as reasonably possible, but in any event by the
Closing Date. If Seller fails to do so due to factors beyond Seller’s control, Buyer may (@)
terminate this contract and the earnest money will be refunded to Buyer, (b) extend the time for
performance up to 15 days and the Closing Date will be extended as necessary or (c) accept the
Property in its damaged condition with an assignment of insurance proceeds and receive credit
from Seller at closing in the amount of the deductible under the insurance policy. If any part of
the Common Elements or Limited Common Elements appurtenant to the Unit is damaged or
destroyed by fire or other casualty loss, Buyer will have 7 days from receipt of notice of such
casualty loss within which to notify Seller in writing that the contract will be terminated unless
Buyer receives written confirmation from the Association that the damaged condition will be
restored to its previous condition within a reasonable time at no cost to Buyer. Unless Buyer gives
such notice within such time, Buyer will be deemed to have accepted the Property without
confirmation of such restoration. Seller will have 7 days from the date of receipt of Buyer’s notice
within which to cause to be delivered to Buyer such confirmation. If written confirmation is not
delivered to Buyer as required above, Buyer may terminate this contract and the earnest money
will be refunded to Buyer. Seller’s obligations under this paragraph are independent of any other
obligations of Seller under this contract.

15.DEFAULT: If Buyer fails to comply with this contract, Buyer will be in default, and Seller may (a)
enforce specific performance, seek such other relief as may be provided by law, or both, or (b)
terminate this contract and receive the earnest money as liquidated damages, thereby releasing
both parties from this contract. If, due to factors beyond Seller’s control, Seller fails within the
time allowed to make any non-casualty repairs or deliver the Commitment, or survey, if required
of Seller, Buyer may (a) extend the time for performance up to 15 days and the Closing Date will
be extended as necessary or (b) terminate this contract as the sole remedy and receive the
earnest money. If Seller fails to comply with this contract for any other reason, Seller will be in
default and Buyer may (a) enforce specific performance, seek such other relief as may be
provided by law, or both, or (b) terminate this contract and receive the earnest money, thereby
releasing both parties from this contract.
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16. MEDIATION: It is the policy of the State of Texas to encourage resolution of disputes through
alternative dispute resolution procedures such as mediation. Any dispute between Seller and Buyer
related to this contract which is not resolved through informal discussion Wwill will not be
submitted to a mutually acceptable mediation service or provider. The parties to the mediation
shall bear the mediation costs equally. This paragraph does not preclude a party from seeking
equitable relief from a court of competent jurisdiction.

17. ATTORNEY'S FEES: A Buyer, Seller, Listing Broker, Other Broker, or escrow agent who prevails in
any legal proceeding related to this contract is entitled to recover reasonable attorney’s fees and
all costs of such proceeding.

18. ESCROW:

A. ESCROW: The escrow agent is not (i) a party to this contract and does not have liability for the
performance or nonperformance of any party to this contract, (ii) liable for interest on the
earnest money and (iii) liable for the loss of any earnest money caused by the failure of any
financial institution in which the earnest money has been deposited unless the financial
institution is acting as escrow agent.

B. EXPENSES: At closing, the earnest money must be applied first to any cash down payment, then
to Buyer's Expenses and any excess refunded to Buyer. If no closing occurs, escrow agent may:
(i) require a written release of liability of the escrow agent from all parties, (ii) require payment
of unpaid expenses incurred on behalf of a party, and (iii) only deduct from the earnest money
the amount of unpaid expenses incurred on behalf of the party receiving the earnest money.

C. DEMAND: Upon termination of this contract, either party or the escrow agent may send a
release of earnest money to each party and the parties shall execute counterparts of the release
and deliver same to the escrow agent. If either party fails to execute the release, either party
may make a written demand to the escrow agent for the earnest money. If only one party
makes written demand for the earnest money, escrow agent shall promptly provide a copy of
the demand to the other party. If escrow agent does not receive written objection to the
demand from the other party within 15 days, escrow agent may disburse the earnest money to
the party making demand reduced by the amount of unpaid expenses incurred on behalf of the
party receiving the earnest money and escrow agent may pay the same to the creditors. If
escrow agent complies with the provisions of this paragraph, each party hereby releases escrow
agent from all adverse claims related to the disbursal of the earnest money.

D. DAMAGES: Any party who wrongfully fails or refuses to sign a release acceptable to the escrow
agent within 7 days of receipt of the request will be liable to the other party for liquidated
damages in an amount equal to the sum of: (i) three times the amount of the earnest money;
(ii) the earnest money; (iii) reasonable attorney's fees; and (iv) all costs of suit.

E. NOTICES: Escrow agent's notices will be effective when sent in compliance with Paragraph 21.
Notice of objection to the demand will be deemed effective upon receipt by escrow agent.

19. REPRESENTATIONS: All covenants, representations and warranties in this contract survive
closing. If any representation of Seller in this contract is untrue on the Closing Date, Seller will be
in default. Unless expressly prohibited by written agreement, Seller may continue to show the
Property and receive, negotiate and accept back up offers.

20. FEDERAL TAX REQUIREMENTS: If Seller is a "foreign person,” as defined by applicable law, or if
Seller fails to deliver an affidavit to Buyer that Seller is not a "foreign person,” then Buyer shall
withhold from the sales proceeds an amount sufficient to comply with applicable tax law and
deliver the same to the Internal Revenue Service together with appropriate tax forms. Internal
Revenue Service regulations require filing written reports if currency in excess of specified amounts
is received in the transaction.

21. NOTICES: All notices from one party to the other must be in writing and are effective when mailed
to, hand-delivered at, or transmitted by facsimile or electronic transmission as follows:

To Buyer at: To Seller at:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
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22. AGREEMENT OF PARTIES: This contract contains the entire agreement of the parties and
cannot be changed except by their written agreement. Addenda which are a part of this contract
are (check all applicable boxes):

O Third Party Financing Addendum for Credit U Addendum for Seller's Disclosure of
Approval Information on Lead-based Paint and
QO L A tion Addend Lead-based Paint Hazards as Required
oan Assumption endum by Federal Law
a Buyer’s Temporary Residential Lease U Environmental Assessment, Threatened
or Endangered Species and Wetlands
O Seller's Temporary Residential Lease Addendum
U Addendum for Sale of Other Property O Addendum for Property Located Seaward
by Buyer of the Gulf Intracoastal Waterway
O Addendum for "Back-Up" Contract O Addendum for Release of Liability on
Q seller Financing Addendum Assumption of FHA, VA, or Conventional
Loan Restoration of Seller’s Entitlement
0 Addendum for Coastal Area Property for VA Guaranteed Loan
Q Short Sale Addendum
O other (list):

23. TERMINATION OPTION: For nominal consideration, the receipt of which is hereby acknowledged
by Seller, and Buyer's agreement to pay Seller $ (Option Fee) within 2 days after
the effective date of this contract, Seller grants Buyer the unrestricted right to terminate this
contract by giving notice of termination to Seller within days after the effective date of

this contract (Option Period). If no dollar amount is stated as the Option Fee or if Buyer fails to
pay the Option Fee to Seller within the time prescribed, this paragraph will not be a part of this
contract and Buyer shall not have the unrestricted right to terminate this contract. If Buyer gives
notice of termination within the time prescribed, the Option Fﬁ will_not be refunded; however,
any earnest money will be refunded to Buyer. The Option Fee Wwill will not be credited to the
Sales Price at closing. Time is of the essence for this paragraph and strict compliance with
the time for performance is required.

24. CONSULT AN ATTORNEY: TREC rules prohibit real estate licensees from giving legal advice.
READ THIS CONTRACT CAREFULLY. If you do not understand the effect of this contract, consult an
attorney BEFORE signing.

Buyer's Seller's
Attorney is: Attorney is:
Telephone: ( ) Telephone: ( )
Facsimile: ( ) Facsimile: ( )
E-mail: E-mail:
EXECUTED the day of , 20 (EFFECTIVE DATE).

(BROKER: FILL IN THE DATE OF FINAL ACCEPTANCE.)

Buyer Seller

Buyer Seller

The form of this contract has been approved by the Texas Real Estate Commission. TREC forms are intended for use only by
trained real estate licensees. No representation is made as to the legal validity or adequacy of any provision in any specific
transactions. It is not intended for complex transactions. Texas Real Estate Commission, P.O. Box 12188, Austin, TX 78711-2188,
(512) 936-3000 (http://www.trec.texas.gov) TREC NO. 30-9. This form replaces TREC NO. 30-8.
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BROKER INFORMATION

Other Broker Firm License No. Listing Broker Firm License No.
represents D Buyer only as Buyer’s agent represents D Seller and Buyer as an intermediary
U seller as Listing Broker’s subagent U seller only as Seller’s agent
Licensed Supervisor of Associate Telephone Licensed Supervisor of Associate Telephone
Associate Telephone Listing Associate Telephone
Other Broker's Address Facsimile Listing Broker’s Office Address Facsimile
City State Zip City State Zip
Associate Email Address Listing Associate’s Email Address
Selling Associate Telephone
Selling Associate’s Office Address Facsimile
City State Zip

Selling Associate’s Email Address

Listing Broker has agreed to pay Other Broker of the total sales price when the Listing Broker’s
fee is received. Escrow agent is authorized and directed to pay other Broker from Listing Broker’s fee at closing.

OPTION FEE RECEIPT

Receipt of $ (Option Fee) in the form of is acknowledged.

Seller or Listing Broker Date

CONTRACT AND EARNEST MONEY RECEIPT

Receipt of Wcontract and d$ Earnest Money in the form of
is acknowledged.
Escrow Agent: Date:
By:
Email Address
Telephone ( )
Address
Facsimile: ( )
City State Zip
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TEXAS {34 REAL ESTATE COMMISSION

Agenda Item 11: Discussion and possible action to take emergency action to
adopt amendments to 22 TAC Chapter 535 as follows:

a. Subchapter B, §535.17 concerning Appraisals
b. Subchapter C, §535.31 concerning Attorneys at Law
c. Subchapter E, Requirements for Licensure as follows:
i.  §535.50 concerning Definitions
ii.  §535.51 concerning General Requirements

iii.  §535.53 concerning Corporations and Limited Liability
Companies

d. Subchapter |, §535.93 concerning Late Renewals
Subchapter J, §535.101 concerning Fees

f. Subchapter M, §535.132 concerning Eligibility for
Licensure

g. Subchapter N, §535.141 concerning Initiation of
Investigation
SUMMARY 11 (a) Adopts on an emergency basis amendments to 22 TAC §535.17
regarding Appraisals. The amendments are adopted on an
emergency basis to implement the relevant provisions of
Senate Bill 747, 82" Session, Texas Legislature, Regular Session
(2011). The effective date of the relevant provisions of SB 747
is September 1, 2011. The adoption of the amendment is
necessary to comply with the effective date of the bill. In
relevant part, SB 747 amended Texas Occupations Code,
§1101.002 to delete appraisals from the laundry list of activities
that are considered real estate brokerage. In addition SB 747
added a new item to the list regarding broker price opinions.

The amendments to §535.17 clarify that a real estate licensee
must be licensed under Texas Occupations Code, Chapter 1103
to conduct real estate appraisals. Further the rule is amended
to provide that if a broker or salesperson provides a broker
price opinion under Chapter 1101, the opinion must provide a
written disclosure as provided in the rule.

STAFF Adoption of amendments as proposed.
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to 22 TAC §535.17 regarding Broker
Price Opinion or Comparative Market Analysis as presented at
this meeting for emergency adoption, with any non-substantive
changes as staff may deem necessary or advisable.
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Subchapter B. General Provisions Relating to the Requirements of Licensure
§535.17. Appraisals

8535.17. Broker Price Opinion or Comparative Market Analysis. [Appraisals].

(a)A _real estate licensee may not perform an appraisal of real property unless
the licensee is licensed or certified under Texas Occupations Code, Chapter 1103.

(b) If a real estate Ilcensee[—fer—a—sepa#ate—fee—} provides a_broker price [an}

opinion [ef—value} or comparatlve market anaIyS|s under §1101 002(1)(A (xi) of the
Act, [w A al Appraisal
PFaetiee—ef—the—AppFalsal—Feundatren—} the Ilcensee shall also prowde the person for
whom the opinion or analysis is prepared with a written statement containing the
following language: "THIS IS A BROKER PRICE [AN} OPINION [OFVALUE] OR

COMPARATIVE MARKET ANALYSIS AND SHOULD NOT BE CONSIDERED AN
APPRAISAL. In making any decision that relies upon my work, you should know that I
have not followed the guidelines for development of an appraisal or analysis contained in
the Uniform Standards of Professional Appraisal Practice of the Appraisal Foundation."

(c) [€b}} The statement required by subsection (b) [{a} of this section must be made
part of any written opinion or analysis report and must be reproduced verbatim.

(d) A salesperson may prepare, sign, and present a_broker price opinion_or
comparative market analysis [real-estate—appraisals} for the salesperson's sponsoring
broker, but the salesperson must submit the broker price opinion or_comparative
market analysis [appratsals} in the broker's name and the broker is responsible for it
the-appraisals].

[




REAL ESTATE COMMISSION

SUMMARY 11(b) Adopts on an emergency basis amendments to 22 TAC
§535.31 regarding Attorneys at Law. The amendments
are adopted on an emergency basis to implement the
relevant provisions of Senate Bill 747, 82" Texas
Legislature, Regular Session (2011). The effective date of
the relevant provisions of SB 747 is September 1, 2011.
The adoption of the amendment is necessary to comply
with the effective date of the bill. In part, SB 747 amends
Texas Occupations Code, §1101.005 regarding an
exemption for attorneys. The amendment now exempts
attorney licensed in the State of Texas; it previously
applied to attorneys licensed in any state.

The amendments to §535.31 clarify that the exemption
only applies to attorneys licensed in the State of Texas.

STAFF Adoption of amendments as presented.
RECOMMENDATION
MOTION MOVED, that staff is authorized, on behalf of this

Commission, to submit the emergency amendments to
§535.31 concerning Attorneys at Law, with any non-
substantive changes as staff may deem necessary or
advisable for emergency adoption to the Texas Register.
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Subchapter C. Exemptions to Requirements of Licensure
§535.31. Attorneys at Law

8535.31. Attorneys at Law. An FA-Hieensed] attorney licensed in this state is exempt from
the requirements of the Act but cannot sponsor real estate salespersons or serve as the
designated officer or manager of a licensed corporation or limited liability company, or
designated partner of a partnership unless the attorney is also licensed as a real estate
broker. This provision is not a waiver of the standards of eligibility and qualification
elsewhere established in the Act.




REAL ESTATE COMMISSION

SUMMARY 11(c) Adopts amendments to 22 TAC Subchapter E, §535.50
regarding Definitions, §535.51 regarding General

Requirements and §535.53 regarding Corporations and
Limited Liability Companies on an emergency basis.
The amendments are adopted on an emergency basis
to implement the relevant provisions of Senate Bill 747,
82" Texas Legislature, Regular Session (2011). The
effective date of the relevant provisions of SB 747 is
September 1, 2011. The adoption of the amendment is
necessary to comply with the effective date of the bill.
In relevant part, SB 747 amends Texas Occupations
Code, §1101.401 to expand from six months to one
year the period of time in which an applicant may
satisfy an examination requirement from the date the
application is filed. In addition, the application and
renewal requirements for business entities were
changed in §§1101.355 and 1101.453 to require that
business entities applying for and renewing a broker
license must provide proof that the entity maintains
errors and omissions insurance with a minimum annual
limit of $1 Million if the designated broker owns less
than 10 percent of the entity. Finally SB 747 amends
Chapter 1101 to delete the exemption from licensing
for partnerships in which a general partner is a broker
and requires licensure as a broker for any business
entity as defined in Section 1.002 of the Business
Organizations Code Emergency action is necessary to
amend §535.50, §535.51, and §535.53 to be consistent
with SB 747.

The amendments to §535.50 amend the list of
definitions to define a designated broker of a business
entity and to clarify that the designated broker must be
an officer of a corporation, a manager of a limited
liability company or a general partner of a partnership.
The amendments to §535.51 clarify that an applicant
must meet education and experience requirements
before the applicant may take a qualifying examination.
The amendments to §535.53 change the title of the rule
to apply to all business entities, not just corporations
and limited liability companies, to add partnerships to
the types of business entities that must be licensed, and
to address the requirement that business entities must
maintain errors and omissions insurance if the
designated broker owns less than 10 percent of the
entity.



TEXAS ({4 REAL ESTATE COMMISSION

STAFF Adoptthe emergency amendments as presented
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to §535.50 regarding Definitions,
§535.51 regarding General Requirements and §535.53
regarding Corporations and Limited Liability Companies with
any non-substantive changes as staff may deem necessary or
advisable for adoption on an emergency basis to the Texas
Register.
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Subchapter E. Requirements for Licensure
§535.50, 8535.51 and8535.53

8535.50 Definitions. The following words and terms, when used in Subchapter E, F or G
of this chapter, shall have the following meanings, unless the context clearly indicates
otherwise.

(1) -(3) (No Change.)

(4) Designated broker — An individual holding an active Texas real estate
broker license designated by a business entity licensed by the commission to act on
its behalf. The designated broker must be an officer of a corporation, a manager of
a limited liability company or a general partner of a partnership.

(5) 4)] Distance learning course--A correspondence course, alternative delivery
method course or course offered through video presentation.

(6) K5)] Elective credits--The hours of mandatory continuing education required to
renew a license for which a specific course is not required.

(7) §6)] Hour--Fifty minutes of actual session time.

(8)-H#)] Instructor--A person approved by the Texas Real Estate Commission to
teach core or mandatory continuing education courses.

(9) 8)] MCE--Mandatory Continuing Education.

(10) 9)] Proctor--A person who monitors a final examination for a course offered
by a provider under the guidelines contained in this section. A proctor may be a course
instructor, the provider, an employee of a college or university testing center, a librarian,
or other person approved by the commission.

(11) H20)] Provider--Any person offering a course for which credit may be granted
by the Commission to a licensee or applicant, regardless of whether the Commission
must approve or certify the person to offer the course.

(12) H31)] Related course--A course determined to be acceptable by the
commission to count towards related credit. The commission will periodically publish
lists of acceptable real estate related courses.

(13) H22)] Required legal course or legal credits--The required legal update or legal
ethics courses or credits earned for attending such courses.

(14) H23)] Required legal ethics course--A required course created for and
approved by the Texas Real Estate Commission to satisfy three of the six legal hours of
mandatory continuing education required by §1101.455 of the Act.

(15) [24)} Required legal update course--A required course created for and
approved by the Texas Real Estate Commission to satisfy three of the six legal hours of
mandatory continuing education required by §1101.455 of the Act.

(16) H25)] School--A person accredited by the Texas Real Estate Commission to
offer courses for which core credit is given.

(17) H26)] Student--An individual taking a core or MCE course for TREC credit.
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8535.51. General Requirements for a License.
(@) —(c) (No Change.)

(d) An application is considered void and is subject to no further evaluation or
processing when one of the following events occurs:

(1) the applicant fails to satisfy a current education, experience or [reguirement-or
an} examination requirement within one year [six-menths} from the date the application
is filed;

(2)-(4) (No Change.)

(e) An applicant must complete relevant education and experience requirements
before the applicant is eligible to take a qualifying examination for a license.

8535.53 Business Entities [Gerperations-and-Limited-Liability-Companies.]

(a) For the purposes of qualifying for, maintaining, or renewing a license, a business

entity [eorporation—or—tHimited—tabiity—company] must designate a_broker [ene
mdwdud—heldﬂw—an—aetﬂﬂexas—mal—estate—mm@#heense} to act for |t [IFhe

habm%y—eempany] The busmess entltv [ee#peF&Hen—eth%{ed—mny—eemp&ny-}
may not act as a broker during any period in which it does [has} not have a designated a

broker [persent to act for it who meets the requirements of the Act. Upon any change in
the business entity's [cerperation-ortimited-labiity-companys}-designated broker

ndividual, the entity [eorperation-ortimited-Hability-company} must provide proof to
the commission of the designated broker’s [dividuals} current status as an officer,

[er} manager or_general partner for that entity_and proof that the business entity
maintains_appropriate errors and omissions_insurance if the designated broker
owns less than 10 percent of the entity. A broker may not act as a designated broker
[persent 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 [corporations—or

Hmited-Habiity—companies}-which are created under the laws of this state, provided,
however, that a business entity [corperation—erlimitedtHabiitycompany} 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, [e}
managers, or_general partner, its principal place of business and all of its assets are
located in Texas; and all of its officers, [and} directors, or managers, [anrd} members and
partners are Texas residents.

(c) No Change.




MAILING ADDRESS:

TEXAS REAL ESTATE COMMISSION
P.0O. Box 12188

Austin, Texas 78711-2188
www.trec.texas.gov

STREET ADDRESS:

TEXAS REAL ESTATE COMMISSION

1700 N. Congress Ave., Suite 400 Austin, Texas
78701 Telephone: (512) 936-3000

The business entity shall furnish the Texas Real Estate Commission a new Certificate of Insurance not later than 15 days after the
expiration of this Certificate of Insurance. This Certificate of Insurance expires on the date that the below named policy expires. This
certificate is issued as a matter of information only and confers no rights upon the certificate holder. This Certificate of Insurance
neither affirmatively or negatively amends, extends, or alters the coverage afforded by the policy specified herein. The aggregate
limit is as specified in the policy.

1. Broker's Name (Business Entity) 5. TREC Broker License #

2.  Mailing Address

6. Insurance Company

Business Address (Fixed Office)

7. Policy Number

Mailing Address (if different)

(Binders not accepted)

City State Zip Code 8. Name of Policy Holder (if group policy)

3. Business Phone

9. Term Dates

4. Email Address

Effective Expired
TEXAS ADMITTED CARRIER NO. OR TEXAS SURPLUS LINE CO. NO.
10. Name of Insurance Agency 12. Name of Agent
11.Insurance Agency Address 13. Agent Phone
Number and Street 14.Policy Type:

OCCURRENCE [

City State Zip Code CLAIMS MADE [

By my signature below, as an authorized insurance agent licensed to do business in the State of
Texas, | hereby certify that the above policy meets the following minimum standards:

(1) provides for Errors & Ommissions (E&Q) insurance as required by §1101.355, Texas Occupations Code, and

(2) isin a coverage amount of not less than $S1 million per occurrence.

Signature of insurance agent licensed to do business in Texas

Printed Name Date

CERTIFICATE HOLDER CANCELLATION

TEXAS REAL ESTATE COMMISSION Should any of the above described policies be cancelled or reduced

P.0. Box 12188 the insurance agent shall notify the Texas Real Estate Commission
Austin, Texas 78711-2188 (Certificate Holder) not more than 30 days after non-renewal or
PHONE 512-936-3000 FAX 512-936-3864 cancellation by the insured.

BE COI-0 (Certificate of Insurance) 07/2011



REAL ESTATE COMMISSION

SUMMARY 11(d) Adopts on an emergency basis amendments to 22 TAC §535.93

regarding Late Renewal Applications. The amendments are
adopted on an emergency basis to implement the relevant
provisions of Senate Bill 747, 82" Texas Legislature, Regular
Session (2011). The effective date of the relevant provisions of
SB 747 is September 1, 2011. The adoption of the amendment
is necessary to comply with the effective date of the bill. In
relevant part, SB 747 amended Texas Occupations Code,
§1101.451 to change the maximum period of time in which a
licensee can file a late renewal from one year to six months.

The amendments to §535.93 change to six months any
references to the one year period for filing a late renewal.

STAFF Adoptthe emergency amendments as presented
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to 22 TAC §535.93 regarding Late
Renewal Applications with any non-substantive changes as
staff may deem necessary or advisable for adoption on an
emergency basis to the Texas Register.
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Subchapter I. Licenses
8535.93. Late Renewal Applications
8535.93. Late Renewal Applications.

(@) A licensee who files a late application to renew a previous license less than six
months [ene-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 §1101.451(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) - (c) No Change.

(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 six months [ere-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) - (9) No Change.



SUMMARY 11(e)

STAFF
RECOMMENDATION

MOTION

REAL ESTATE COMMISSION

Adopts on an emergency basis amendments to 22 TAC §535.101
regarding Fees. The amendments are adopted on an emergency basis
to implement the relevant provisions of Senate Bill 747, 82" Texas
Legislature, Regular Session (2011). The effective date of the relevant
provisions of SB 747 is September 1, 2011. The adoption of the
amendment is necessary to comply with the effective date of the bill.
In relevant part, SB 747 amended Texas Occupations Code, §1101. to
change the maximum period of time in which a licensee can file a late
renewal from one year to six months.

The amendments to §535.101 change to six months the reference to
the one year period for filing a late renewal in subsection (b)(11).

Adopt the emergency amendments as presented

MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to 22 TAC §535.101 regarding Fees with any
non-substantive changes as staff may deem necessary or advisable for
adoption on an emergency basis to the Texas Register.
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Subchapter J. Fees
§535.101. Fees.

§535.101. Fees.
(a) (No Change.)
(b) The commission shall charge and collect the following fees:
(1) - (14) (No Change.)

(15) a fee of $68 for the annual late renewal of a real estate salesperson or broker license for
a person whose license has been expired more than 90 days but less than six months [ere-year];

(16) - (18) (No Change.)
(c) (No Change.)



REAL ESTATE COMMISSION

SUMMARY 11 (f) Adopts on an emergency basis amendments to 22 TAC
§535.132 Eligibility for Licensure. The amendments are
adopted on an emergency basis to implement the
relevant provisions of Senate Bill 747, 82" Texas
Legislature, Regular Session (2011). The effective date
of the relevant provisions of SB 747 is September 1,
2011. The adoption of the amendment is necessary to
comply with the effective date of the bill. In relevant
part, SB 747 amends Texas Occupations Code, Chapter
1101 to delete the exemption from licensing for
partnerships in which a general partner is a broker and
requires licensure as a broker for any business entity as
defined in Section 1.002 of the Business Organizations
Code Emergency action is necessary to amend
§535.132, to be consistent with SB 747.

The amendment to §535.132 makes emergency
conforming changes to be consistent with the statutory
text amended by SB 747.

STAFFE Adopt the emergency amendments as presented
RECOMMENDATI

2

MOTION MOVED, that staff is authorized, on behalf of this
Commission, to submit the amendments to 22 TAC
§535.132 Eligibility for Licensure with any non-
substantive changes as staff may deem necessary or
advisable for adoption on an emergency basis to the
Texas Register.
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Subchapter M. Nonresidents
8535.132. Eligibility for Licensure

535.132. Eligibility for Licensure.
(a) No Change.

(b) A business entity [Hmited-Habity-company] created or chartered under the laws of
another state-for-a-cerporation-chartered-in-a-state-otherthanFexas} may apply for a Texas

real estate broker license if the entity meets one of the following requirements.

(1) The entity is licensed as a broker by the state in which it was created or chartered.
(2) The entity is licensed as a broker in a state in which it is permitted to engage in real

estate brokerage business as a foreign business entity [Hmited—tiabiity—company—or
corporation].

(3) The entity was created or chartered in a state that does not license business entities

[Hmited-Hiability-companies—or-corporations], as the case may be, and the entity is lawfully

engaged in the practice of real estate brokerage in another state and meets all other requirements
for applications for a license in Texas.

(c) An individual licensed as a broker who subsequently moves to another state is not
required to maintain an office in Texas unless the individual sponsors a salesperson in this state.

(d) To be eligible to receive a license and maintain an active license, a business entity

[Hmited-Habiity-company-or-corporation] created or chartered in another state must designate
a person to act for it who meets the requirements of 81101.453 of the Act, although the

designated broker [persen} is not required to be a resident of Texas. Foreign business entities
[corperationsand-timited-HabiHity-companies} also must be permitted to engage in business in

this state to receive a Texas real estate broker license.




TEXAS {34 REAL ESTATE COMMISSION

SUMMARY 11(g) Adopts on an emergency basis amendments to 22 TAC Subchapter N,

§535.141 regarding Initiation of Investigation. The amendments are
adopted on an emergency basis to implement the relevant provisions
of Senate Bill 747, 82" Texas Legislature, Regular Session (2011). The
effective date of the relevant provisions of SB 747 is September 1,
2011. The adoption of the amendment is necessary to comply with the
effective date of the bill.  In relevant part, SB 747 amends Texas
Occupations Code, Chapter 1101 to delete the exemption from
licensing for partnerships in which a general partner is a broker and
requires licensure as a broker for any business entity as defined in
Section 1.002 of the Business Organizations Code Emergency action is
necessary to amend §535.5141 to be consistent with SB 747.

The amendments to §535.141 clarify that the rule applies to all
business entities that are required to have a broker license under
Chapter 1101, and to make conforming changes to the rule to be
consistent with other rules that have been adopted on an emergency
basis due to the September 1, 2011 effective date of the relevant
provisions of SB 747.

STAFF Adoptthe emergency amendments as presented
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to §535.141 regarding Initiation of
Investigation with any non-substantive changes as staff may deem
necessary or advisable for adoption on an emergency basis to the
Texas Register.
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Subchapter N. Suspension and Revocation of License.
8535.141. Initiation of Investigation.

8535.141. Initiation of Investigation.
(@) —=(c) No Change.

(d) The designated broker [designatedby—ateensed-business—entity—to—act-as—Hs—officer;
manager—or—partner] is responsible for all real estate brokerage activities performed by, on

behalf of, or through a [the} business entity. A complaint which names a business entity licensed
as a broker as the subject of the complaint but which does not specifically name the designated

broker [desighated-as-the-officer—manager-orpartherof-the-business-entity] is a complaint
against the designated broker [acting—as-the-designated-officer—manager-or-parther} at the

time of any alleged violation for the limited purposes of determining the designated broker's
involvement in any alleged violation and whether the designated broker fulfilled his or her
professional responsibilities. A complaint which names a salesperson sponsored by a licensed
business entity but which does not specifically name the designated broker of the business entity
is a complaint against the designated broker at the time of any alleged violation by the
salesperson for the limited purposes of determining the designated broker's involvement in any
alleged violation and whether the designated broker fulfilled his or her professional
responsibilities provided the complaint concerns the conduct of the salesperson as an agent of the
business entity.

(e) = (h)(No Change.)
(i) A person whose license is subject to an order suspending the license must prior to the
suspension taking effect:

(1) )(No Change.)

(2) if the person is a broker, notify in writing any salespersons he or she sponsors, or any

business entity[cerporation—tmited-HiabHity-company-er-partnership] for which the person
is designated broker [as-an-efficer-manager-or-parther] that:

(A)(No Change.)
(B) once the suspension is effective any salesperson he or she sponsors or who is sponsored by

the business entity [corperation—timited—tabiity—company—er—partnership} will not be

authorized to engage in real estate brokerage unless the salespersons associate with another
broker and file a change of sponsorship with the commission or the business entity designates a

new broker and files a change of designated broker [efficer—manager—er—partner} with the

commission;
(3)-(7) (No Change.)
(1) = (k) (No Change.)




REAL ESTATE COMMISSION

Agenda Item 12: Discussion and possible action to propose amendments to 22
TAC Chapter 535 as follows:

a. Subchapter B §535.17 concerning Appraisals

b. Subchapter C, §535.31 concerning Attorneys at Law
c. Subchapter E, Requirements for Licensure as follows:
i.  §535.50 concerning Definitions
ii. §535.51 concerning General Requirements

iii.  §535.53 concerning Corporations and Limited Liability
Companies

iv.  §535.55 concerning Education Requirements for a
Salesperson License

v. §535.56 concerning Education and Experience
Requirements for a Broker License

d. Subchapter F, §535.63 concerning Accreditation of Core
Education Schools

e. Subchapter G, Mandatory Continuing Education as
follows:

i. §535.71 concerning Approval of Providers, Courses
and Instructors

ii. §535.72 concerning Presentation of Courses,
Advertising and Records

iii.  Subchapter |, Licenses as follows:
iv. §535.91 concerning Renewal Notices
v.  §535.93 concerning Late Renewal Applications

vi.  8§535.96 concerning  Mailing Address and Other
Contact Information

f.  Subchapter J, §535.101 concerning Fees

g. Subchapter L, Termination of Salesperson’s Association
with Sponsoring Broker as follows:

i. §535.121 concerning Inactive License
ii. §535.122 concerning Reactivation of License

h. Subchapter M, §535.132 concerning Eligibility for
Licensure

i. Subchapter N, §535.141 concerning Initiation of
Investigation

j- Subchapter R, §535.210 concerning Inspector Fees



REAL ESTATE COMMISSION

SUMMARY 12(a) Proposes amendments to 22 TAC §535.17 regarding Appraisals.
The amendments are proposed to implement the relevant
provisions of Senate Bill 747, 82" Texas Legislature, Regular
Session (2011). In part, SB 747 amends Texas Occupations
Code, §1101.002 to delete appraisals from the laundry list of
activities that are considered real estate brokerage which
requires licensure as a real estate broker or salesperson. In
addition SB 747 adds a new item regarding broker price
opinions. Because the effective date of the relevant provisions
of SB 747 is September 1, 2011, the commission is
simultaneously taking emergency action to amend §535.17 to
be consistent with SB 747.

The amendments to §535.17 clarify that a real estate licensee
must be licensed under Texas Occupations Code, Chapter 1103
to conduct real estate appraisals. Further the rule is amended
to provide that if a broker or salesperson provides a broker
price opinion under Chapter 1101, the opinion must provide a
written disclosure as provided in the rule.

STAFF Propose the amendments as presented
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to §535.17 regarding Appraisals
with any non-substantive changes as staff may deem necessary
or advisable for proposal to the Texas Register and for public
comment.
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Chapter 535, General Provisions
Subchapter B. General Provisions Relating to the Requirements of Licensure

8535.17. Broker Price Opinion or Comparative Market Analysis. [Appraisals].

(a)A _real estate licensee may not perform an appraisal of real property unless
the licensee is I|censed or certlfled under Texas Occupatlons Code, Chapter 1103

(b) If a real estate licensee;[for-a-separate-fee;]} provides a broker price [ar} opinion
[ef—v&lae} or comparatlve market anaIySIS under §1101 002(1)(A)(X|) of the Act [whteh

the—AppFarsaJ—Feundatten—} the licensee shaII also prOV|de the person for Whom the

opinion or analysis is prepared with a written statement containing the following
language: "THIS IS A BROKER PRICE [AN} OPINION [OF—MALUE]} OR

COMPARATIVE MARKET ANALYSIS AND SHOULD NOT BE CONSIDERED AN
APPRAISAL. In making any decision that relies upon my work, you should know that |
have not followed the guidelines for development of an appraisal or analysis contained in
the Uniform Standards of Professional Appraisal Practice of the Appraisal Foundation.”

(c) [€b}} The statement required by subsection (b) [(a}} of this section must be made
part of any written opinion or analysis report and must be reproduced verbatim.

(d) A salesperson may prepare, sign, and present a_broker price opinion or
comparative market analysis [real-estate-appraisals} for the salesperson's sponsoring
broker, but the salesperson must submit the broker price opinion _or comparative
market analysis [appraisals} in the broker's name and the broker is responsible for it




REAL ESTATE COMMISSION

SUMMARY 12(b) Proposes amendments to 22 TAC §535.31 regarding Attorneys
at Law. The amendments are proposed to implement the
requirements of Senate Bill 747, 82" Texas Legislature, Regular
Session (2011). In part, SB 747 amended Texas Occupations
Code, §1101.005 regarding an exemption for attorneys. The
amendment now exempts attorney licensed in the State of
Texas; it previously applied to attorneys licensed in any state.
Because the effective date of the relevant provisions of SB 747
is September 1, 2011, the commission is simultaneously taking
emergency action to amend §535.31 to be consistent with SB
747.

The amendments to §535.31 clarify that the exemption only
applies to attorneys licensed in the State of Texas.

STAFF Propose the amendments as presented
RECOMMENDATION

MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to §535.31 regarding Attorneys at
Law with any non-substantive changes as staff may deem
necessary or advisable for proposal to the Texas Register and
for public comment.
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Chapter 535, General Provisions
Subchapter C. Exemptions from Licensure

8535.31. Attorneys at Law. An [A-ticensed] attorney licensed in this state is exempt
from the requirements of the Act but cannot sponsor real estate salespersons or serve as
the designated officer or manager of a licensed corporation or limited liability company,
or_designated partner of a partnership unless the attorney is also licensed as a real
estate broker. This provision is not a waiver of the standards of eligibility and
qualification elsewhere established in the Act.
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SUMMARY 12(C) Prooos_es am_er_mdments to 22 TAC_ Subchapter E, _§535.50
regarding Definitions, §535.51 regarding General Reauirements
and §535.53 regarding Corporations and Limited Liability
Companies, §535.55 regarding Education Reauirements for a
Salesperson License and §535.56 regarding Education and
Experience Reauirements for a Broker License. The
amendments are proposed to implement the relevant
provisions of Senate Bill 747, 82" Texas Legislature, Regular
Session (2011). In relevant part, SB 747 amends Texas
Occupations Code, §1101.401 to expand from six months to
one vear the period of time in which an applicant mav satisfy an
examination reauirement from the date the application is filed.
In addition, the application and renewal reauirements for
business entities were changed in §§1101.355 and 1101.453 to
reauire that business entities applving for and renewing a
broker license must provide proof that the entity maintains
errors and omissions insurance with a minimum annual limit of
S1 Million if the designated broker owns less than 10 percent of
the entityv. Finally SB 747 amends Chapter 1101 to delete the
exemption from licensing for partnerships in which a general
partner is a broker and reauires licensure as a broker for any
business entity as defined in Section 1.002 of the Business
Organizations Code Emergency action is simultaneouslv being
taken to amend §535.50, §535.51, and §535.53 to be consistent
with SB 747 because the effective date of those provisions is
September 1, 2011.

The amendments to §535.50 amend the list of definitions to
define a designated broker of a business entitv. to clarifv that
the designated broker must be an officer of a corporation. a
manager of a limited liabilitv companv or a general partner of a
partnership. and to incorporate the relevant provisions
regarding the new broker responsibility continuing education
course redquired under amendments to §1101.458. The
amendments to §535.51 clarify that an applicant must meet
education and experience redquirements before the applicant
may take a qualifving examination. The amendments to
§535.53 change the title of the rule to apply to all business
entities, not iust corporations and limited liability companies, to
add partnerships to the types of business entities that must be
licensed, and to address the requirement that business entities
must maintain errors and omissions insurance if the designated
broker owns less than 10 percent of the entity.

Regarding the amendments to §8§535.55 and .56, the
commission has the authority under §1101.362 of the Act to
waive some or all of the education and experience
reauirements for someone who has been licensed within the six
vears preceding the date the application is filed. Under current
§535.55, the commission has waived the education reauired for
a salesperson license for an applicant who was licensed in the
preceding six vears and otherwise meets the requirements of
the section. The proposed amendment to §535.55 would
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change the period from six vears to two vears so that an
applicant who was licensed as a salesperson or broker in the
preceding two vears and otherwise meets the requirements of
the section regarding MCE could apply for a salesperson license
Similarly, under current §535.56(a), the commission has waived
the education and experience required for a broker license for a
broker who was licensed in the preceding four vears and
otherwise meets the reaquirements of the subsection. The
proposed rule would change the period from four vears to two
vears and delete the reference to a salesperson so that a broker
who had an active license in two of the preceding four vears
and otherwise meets the requirements of the section regarding
MCE could applv for a broker license without meeting the new
experience requirements.

In addition, amendments to §535.56 would add the rules
required bv amendments to §1101.356(b-1) of the Act to
establish active experience reauirements to apply for a broker
license under §1101.356 and §1101.357 of the Act. An
applicant would be reauired to establish that the applicant has
obtained 3600 points of active experience with documentary
evidence and a statement from the applicant’s sponsoring
broker at the time the experience was earned. Certain tvpes of
transactions would be worth a certain number of points and the
applicant would be reauired to use the forms adopted byv
reference in the rule to summarize the transactions. An
applicant would be able to continue to gain experience after an
application has been submitted until such time that the
applicant meets the total number reauired but before the
applicant mav take the aqualifving examination. Experience
earned after the application is submitted would be reported on
a different form adopted bv reference in the rule. If an
applicant is unable to obtain sufficient documentation and/or
the signature of the sponsoring broker, the applicant would be
reauired to use an affidavit adopted by reference in the rule to
describe the applicant’s efforts to obtain the documentation
and/or signatures. In addition, the applicant would be reauired
to provided two additional affidavits each signed by a different
individual familiar with the applicant’s circumstances and
attesting to the applicant’s efforts to obtain the appropriate
documentation. Finally, the rule would give the commission
the discretion to request additional documentation, relv on the
documentation provided under this subsection, or utilize anv
other information provided bv the applicant to determine
whether the applicant has sufficient experience as required by
Section 1101.356 of the Act and §535.56.

STAFF
RECOMMENDATION

Propose the amendments as presented
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MOTION MOVED, that staff is authorized, on behalf of this Commission,
to submit the amendments to §535.50 regarding Definitions,
§535.51 regarding General Reauirements and §535.53
regarding Corporations and Limited Liability Companies,
§535.55 regarding Education Reauirements for a Salesperson
License and §535.56 regarding Education and Experience
Reauirements for a Broker License with any non-substantive
changes as staff mav deem necessarv or advisable for proposal
to the Texas Register and for public comment.
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8535.50 Definitions. The following words and terms, when used in Subchapter E, F or G
of this chapter, shall have the following meanings, unless the context clearly indicates
otherwise.

(1-(2) (No Change)

(3) Broker Responsibility Course — The course required by 81101.458 of the Act.

(4) 3)Certified MCE instructor--An instructor approved by the Texas Real Estate

Commission and certified to teach the required legal update course, erthe required ethics
course,_or the broker responsibility course.

(5) Designated broker — An individual holding an active Texas real estate broker
license designated by a business entity licensed by the commission to act on its
behalf. The designated broker must be an officer of a corporation, a manager of a
limited liability company or a general partner of a partnership.

(6) [¢4)} Distance learning course--A correspondence course, alternative delivery
method course or course offered through video presentation.

(7) [¢5}} Elective credits--The hours of mandatory continuing education required to
renew a license for which a specific course is not required.

(8) [¢6)} Hour--Fifty minutes of actual session time.

(9)+A1 Instructor--A person approved by the Texas Real Estate Commission to teach
core or mandatory continuing education courses.

(10) [¢8 MCE--Mandatory Continuing Education.

(11) Non-elective Courses — The legal and ethics courses required by §1101.455
of the Act and the broker responsibility course required by §1101.458 of the Act.

(12) [€9)} Proctor--A person who monitors a final examination for a course offered by
a provider under the guidelines contained in this section. A proctor may be a course
instructor, the provider, an employee of a college or university testing center, a librarian,
or other person approved by the commission.

(13) [€26)} Provider--Any person offering a course for which credit may be granted
by the Commission to a licensee or applicant, regardless of whether the Commission
must approve or certify the person to offer the course.

(14) [(&Y] Related course--A course determined to be acceptable by the commission
to count towards related credit. The commission will periodically publish lists of
acceptable real estate related courses.

(15) [} Required legal course or legal credits--The required legal update or legal
ethics courses or credits earned for attending such courses.

(16) [€23)}} Required legal ethics course--A required course created for and approved
by the Texas Real Estate Commission to satisfy three of the six legal hours of mandatory
continuing education required by §1101.455 of the Act.
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(17) [€:4)}Required legal update course--A required course created for and approved
by the Texas Real Estate Commission to satisfy three of the six legal hours of mandatory
continuing education required by 81101.455 of the Act.

(18)[£25)}-School--A person accredited by the Texas Real Estate Commission to offer
courses for which core credit is given.

(19)[£26)} Student--An individual taking a core or MCE course for TREC credit.

8535.51. General Requirements.
(@)-(c) (No Change.)

(d) An application is considered void and is subject to no further evaluation or
processing when one of the following events occurs:

(1) the applicant fails to satisfy a current education, experience or_[reguirement-or
an} examination requirement within one year [sb<menths} from the date the application
is filed;

(2) —(4) (No Change.)

(e) An applicant must complete relevant education and experience requirements
before the applicant is eligible to take a qualifying examination for a license.

§535.53 Business Entities [Cerperations-and-Limited-Liability Companies].

(@) For the purposes of qualifying for, maintaining, or renewing a license, a business

entity [cerporation—or—limited—tHabity—company] must designate a_broker [ene
mdeHqueJd#}g—aFFaenwiFexas—Feal—estate—bFeker—heense} to act for |t [ZFhe

hab+|-|{y—eempany] The busmess entltv [eememﬂen—e#ﬂnm&ed—habﬂ%eemp&ny}
may not act as a broker during any period in which it does [has} not have a designated a

broker [persen} to act for it who meets the requirements of the Act. Upon any change in

the business entity's [cerperation-ortimited-liabiity-companys}-designated broker

[treividual,] the entity [eerperation-or-timited-HabHity-eoempany] must provide proof
to the commission of the designated broker’s [irdividuals} current status as an officer,

of manager or general partner for that entity_and proof that the business entity
maintains appropriate _errors and omissions_insurance if the designated broker
owns less than 10 percent of the entity. A broker may not act as a designated broker
[persent 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 [eorperations—or

Hmited-Habiity—companiesJwhich are created under the laws of this state, provided,
however, that a business entity [cerporation—ortmitedtHability—company] 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, [oF}
managers, or_general partner, its principal place of business and all of its assets are
located in Texas; and all of its officers, [ard} directors, or managers, [are} members and
partners are Texas residents.
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(c) (No Changes.)

8535.55 Education Requirements for a Salesperson License. Notwithstanding
81101.451(f) of the Act, the commission may waive the education required for a real
estate salesperson license if the applicant:

(1) was licensed either as a Texas real estate broker or as a Texas real estate
salesperson within two [skx} years prior to the filing of the application; and

(2) (No Changes.)

8535.56 Education and Experience Requirements for a Broker License.

(@) An applicant for a broker license must have four [twe] years of experience actively
practicing as a broker or salesperson in Texas during the 60 [36} months prior to filing
the application, as follows:

(1) Experience is measured from the date a license is issued, and inactive periods
caused by lack of sponsorship, or any other reason, cannot be included as active
experience.

(2) Under 81101.357 of the Act, a person who is the designated broker of a business
entity [efficer-ofa-—corporation-ortimited-habiity-company] that is licensed as a real
estate broker in another state is deemed to be a licensed real estate broker in another state.
A person licensed in another state may derive the required four [twe] years' experience
from periods in which the person was licensed in one or more states.

(b) An applicant for a broker license must possess four years of active experience
as a licensed real estate broker or salesperson during the 60 months preceding the
date the application is filed.

(c) An applicant for a broker license must demonstrate not less than 3600 points of
qualifying practical experience obtained during the period required by subsection
(b), using TREC No. BL-A, Supplement A-Qualifying Experience Report for a
Broker License. An applicant must use TREC No. BL-B, Supplement B-Qualifying
Experience Report for a Broker License After an Application Has Been Filed, to
report qualifying experience after an application for a broker license is filed. An
applicant must demonstrate experience for four out of five years.

(1) An applicant will receive credit for such experience according to the point
system set forth in subsection (d).

(2) Upon request by the commission, either prior to or after licensure, an
applicant shall provide documentation to substantiate any or all of the experience
claimed by the applicant.

(3) Failure to promptly provide the requested documentation or proof shall be
grounds to deny the application. Any false claim of experience shall be grounds to
deny the application, or shall be grounds to suspend or revoke the applicant’s
current license.
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(d) Experience points shall be credited to an applicant in accordance with the
following schedule for active licensed salesperson or broker activity only:

(1) Residential transactions including single family, condo, co-op unit, multi-
family (1 to 4-unit):

(A) Closed purchase or sale -- 300 points per transaction

(B) An executed lease, renewal or extension for a landlord or tenant -- 50
points per transaction

(C) Residential rental property management rent collection -- 25 points per
property per year

(2) Commercial transactions, including apartments (5 units or more), office,
retail, industrial, mixed use, hotel/motel, parking facility/garage, and specialty:

(A) Closed purchase or sale -- 450 points

(B) An executed lease, renewal or extension for a landlord or tenant -- 100
points per transaction

(C) Commercial rental property management rent collection --100 points per
property per year

(3) Farm and Ranch transactions

(A) Closed purchase or sale on a farm and ranch contract — 300 points

(B) Closed purchase or sale on an unimproved contract -- 25 points

(4) Brokerage branch office or team management -- 20 points per month with a
maximum of 1200 points credit toward the 3,600 points total requirement

(5) Listing or buyer representation agreements --10 points each.

(e) An applicant shall have the burden of establishing to the satisfaction of the
commission that the applicant actually performed the work associated with the real
estate transaction claimed for experience credit.

(f)_If an applicant is unable to obtain documentation _and/or _the signature of a
sponsoring broker to support their claim for experience, the applicant must use
TREC No. AFF-A, Affidavit in Lieu of Documentation and/or Signature, to explain
that the applicant made a good faith effort to obtain the documentation and/or
signature, describing the effort to obtain the documentation and reasons why it is
not available. In_addition, the applicant must submit two TREC No. AFF-B,
Affidavit in Support of Applicant’s Claim of Experience, each signed by a different
individual who knows the applicant or is familiar with the transaction(s) at issue
attesting to the applicant’s efforts to obtain the documentation and/or signature,
and _attesting to _the fact that the applicant performed the work for which the
applicant is requesting points.

() The commission may request additional documentation, rely on the
documentation provided under this subsection, or utilize any other information
provided by the applicant to determine whether the applicant has sufficient
experience as required by Section 1101.356 of the Act and this section.
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(h) Notwithstanding 81101.451(f) of the Act and subsections (a) through (f) of this
section, the commission may waive education and experience required for a real estate
broker license if the applicant satisfies each of the following conditions.

(1) The applicant was licensed as a Texas real estate broker [ersalespersen} within
two feur years prior to the filing of the application.

(2) The [H-the-appheant-was-previously-licensed-as—aTexasreal-estatebroker,
the} applicant has completed at least 15 hours of mandatory continuing education (MCE)
courses within the two-year period prior to the filing of an application for an active
license. If the applicant was previously licensed as a Texas real estate salesperson, the
applicant satisfies all current education requirements for an original broker license.

(3) The applicant has at least two years of active experience as a licensed real estate
broker or salesperson during the four-year [six-year} period prior to the filing of the
application.

(i)_Eorms and affidavits required to be used to report experience under this section
are adopted by reference, published by and available from the Texas Real Estate
Commission, P.O. Box 12188, Austin, Texas 78711-2188, www.trec.texas.qov.
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P.O. Box 12188
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(512) 936-3000 www.trec.texas.gov

Application for a Real Estate Broker License

Supplement A-Qualifying Experience Report for a Broker License

Applicant Name (ENTER NAME EXACTLY AS SHOWN ON APPLICATION PAGE 1)

Last First Middle License Number

Instructions for Completing Supplement A
You must accumulate at least 3600 points to qualify for a broker's license based on experience as a real estate licensee. An applicant must also be actively licensed as a real estate
salesperson or broker for a minimum period of 48 months during the 60 months preceeding the date the application is filed. For calculation purposes the experience period runs
from the date the application is filed and should be listed in reverse chronological order beginning with the year the application is filed.

1. Only experience gained during the period beginning 60 months before the date the broker application is filed may be used for this report.
Multiply the number of transactions performed by the point value indicated to arrive at the points earned for that category for each year.
Add the points earned for each category to arrive at your total points for that category.
Add the points earned for each year to arrive at your total points per year. You must have at least one category or transaction type for each year for at least 4 years.

2
3
4
5.  Enter the total figure on the Total Qualifying Points line. You should have at least 3600 final qualifying points.
6 You must file "Supplement B" to receive credit for experience earned after the application is filed.

7

If you are unable to obtain sufficient documentation and/or signatures to support your claim for experience, you must file TREC No. AFF-A, Affidavit in Lieu of
Documentation and/or Signature and two TREC No. AFF-B, Affidavit in Support of Applicant's Claim of Experience each signed by a different individual familiar with your

circumstances.
8. Examples of documentation that supports experience may include executed contracts, listing agreements, HUD1s, etc.

You must complete the entire experience report to report your qualifying experience including broker signature(s) and verification.
Points earned for experience must be calculated below.

POINT VALUE x
CATEGORY OR TRANSACTION TYPE TOTAL POINTS EARNED PER TOTAL POINTS

# OF TRANSACTIONS B CATEGORY PER YEAR EARNED

YEAR YEAR YEAR YEAR YEAR
Residential: Single Family, Condo, Co-op unit, Multi family (1 to 4 unit) 1 2 3 4 5

1.CLOSED PURCHASE OR SALE - With iMprOVEMENS..........ccouvevsseessseesiner 300 X TRANSACTIONS PER YEAR -
2.EXECUTED LEASE LANDLORD OR TENANT - new, renewal or extension..... >0 X TRANSACTIONS PERYEAR -
3.PROPERTY MANAGEMENT - Rent collections per property/per year.......... 25 X TRANSACTIONS PERYEAR =
A EXCLUSIVE LISTINGS ...vvvvvvessssiveroesovssers s sssssssssssssssstsssssseessssssssess oo 10 X TRANSACTIONS PER YEAR -
5.BUYER REPRESENTATION AGREEMENTS........oooccccccvveeess oo 10 X TRANSACTIONS PERYEAR  _ -

TOTAL NUMBER OF POINTS EARNED PER YEAR

BL-A (Experience Report) (07/27/2011) Page 1 0f 3




POINT VALUE x

CATEGORY OR TRANSACTION TYPE # OF TRANSACTIONS

Commercial:
Other

6.CLOSED PURCHASE OR SALE - vvooeveoeeeeoeeeeeoeeeoeeeeeeeeoeeeeeeee oo 450X TRANSACTIONS PER YEAR

7.EXECUTED LEASE LANDLORD OR TENANT - new, renewal or extension/
per year 50 X TRANSACTIONS PER YEAR

8.PROPERTY MANAGEMENT - Rent collections per property/per year.......... 100 X TRANSACTIONS PER YEAR

DU LISTINGS oo oo oo eeee oo e oo e oo 10 X TRANSACTIONS PER YEAR

10.BUYER REPRESENTATION AGREEMENTS......oovvoeeoeoeeooeeeoeoeeooeeeoeeeooeeoeeen 10 X TRANSACTIONS PER YEAR

TOTAL NUMBER OF POINTS EARNED PER YEAR

Apartments (5 units or more), Office, Retail, Industrial, Mixed Use, Hotel, Parking Facility, Specialty,

TOTAL POINTS EARNED PER
CATEGORY PER YEAR

TOTAL POINTS
EARNED

YEAR YEAR YEAR YEAR YEAR
1 2 3 4 5

Farm and Ranch: Farm and Ranch with residence, improved, or unimproved

11.CLOSED PURCHASE OR SALE-Unimproved Lot CONtract............vvvvvversoon.. 25 X e EAR

12.CLOSED PURCHASE OR SALE-Farm and Ranch CONtract..............oov.ooo... 300 X TRANSACTIONS PER YEAR

13 EXCLUSIVE LISTINGS . eevveeoeoe oo oo e e eeeseeeeee oo 10 X TRANSACTIONS PER YEAR

14.BUYER REPRESENTATION AGREEMENTS......oovvvoeooeoeooeeeoeoeeooeeeeeoeooeeoee 10 X TRANSACTIONS PERYEAR

TOTAL NUMBER OF POINTS EARNED PER YEAR

Brokerage Branch Office or Team Management (at least 1 agent supervised; written designation required)

15. 20 points per month (Maximum Of 1200 POINTS)..uuerueerueerrereerierieereesteseeseesteeteeeesseesseesssessesssessnesseessesssesnes

TOTAL NUMBER OF POINTS EARNED FOR ALL

YEARS LISTED

SUM OF TOTAL POINTS EARNED FOR EACH CATEGORY = TOTAL QUALIFYING POINTS ON SUPPLE MENT A

NOTE: You must have at least one transaction type per year for 4 of the 5 years (one listing, rent collection, closing, management, etc.)

BL-A (Experience Report) (07/27/2011)

Page 2 0f 3



EMPLOYMENT HISTORY

Salesperson Experience - | was actively engaged as a licensed real estate salesperson as indicated below:
Broker's Name, Address and Telephone Number License Number FROM MM/ YYYY | TO MM/ YYYY

Notice to Applicant: The information given on this application is subject to verification. In order to prevent any unnecessary return of your application, we request your
cooperation by providing us with information that will help us contact you by telephone or email if needed.

Business Number Home Number Alternate Number Email address

CERTIFICATIONS

All claimed transactions are subject to verification. In order to claim experience points, the applicant must be able to provide documentation, such as an executed
contract, listing agreement, or HUD 1, which clearly demonstrates the active participation of the applicant in each transaction. If the applicant is unable to provide
documentation and/or obtain the sponsoring broker's signature the applicant must attest to that using a separate verification, Affidavit in Lieu of Documentation and/or
Signature, TREC Form No. . In addition, the applicant must suBmit two of the TREC forms entitled "Affidavit in Support of Applicants Claim of Experience" each
signed by a different individual familiar with the applicant's circumstances.

Failure to provide satisfactory supporting documentation when requested may result in denial of the application and/or disciplinary action initiated against the
applicant and broker.

We, the undersigned,#ointly certify that the named applicant has accumulated a total of ———— points as indicated in the preceding qualifying experience
report. We further certify that the information given above is true to the best of our knowled%e and belief. We understand that any material misstatement made may
result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

Additional Affirmations if Necessary:

We, the undersigned, jointly certify that the named applicant has accumulated a total of points as indicated in the preceding qualifying experience
report. We further certify that the information given above is true to the best of our knowledge and belief. We understand that any material misstatement made may
result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

Additional Affirmations if Necessary:

We, the undersigned, jointly certify that the named applicant has accumulated a total of points as indicated in the preceding qualifying
experience report. We further certify that the information given above is true to the best of our knowledge and beliet. We understand that any material misstatement
made may result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

The information and certifications on this page must be supplied for each broker who sponsored the applicant
during the periods being reported on the experience report.
BL-A (Experience Report) (07/27/2011) Page 3 0f 3
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P.O. Box 12188
Austin, Texas 78711-2188
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Application for a Real Estate Broker License

Supplement B-Qualifying Experience Report for a Broker License After an Application has Been Filed.

Applicant Name (ENTER NAME EXACTLY AS SHOWN ON APPLICATION PAGE 1)

Last First Middle License Number

Instructions for Completing Supplement B

You must accumulate at least 3600 points to qualify for a broker's license based on experience as a real estate licensee. An applicant must also be actively licensed as a real estate
salesperson or broker for a minimum period of 48 months during the 60 months preceeding the date the application is filed. For calculation purposes the experience period for this
form begins on the date the application is filed.

1.

2
3
4
5.
6
7

Only experience gained during the period after the date the broker application is filed may be used for this report.

Multiply the number of transactions performed by the point value indicated to arrive at the points earned for that category per year.
Add the points earned for each category to arrive at your total points for Supplement B.

Add the points reported under Supplement A to arrive at you total points.

Enter the total figure on the Total Qualifying Points line. You should have at least 3600 final qualifying points.

You must file "Supplement A" to receive credit for experience earned before the application is filed.

If you are unable to obtain sufficient documentation and/or signatures to support your claim for experience, you must file TREC No. AFF-A, Affidavit in Lieu of
Documentation and/or Signature and two TREC No. AFF-B, Affidavit in Support of Applicant's Claim of Experience each signed by a different individual familiar with your

circumstances.
Examples of documentation that supports experience may include executed contracts, listing agreements, HUD1s, etc.

You must complete the entire experience report to report your qualifying experience including broker signature(s) and verification.
Points earned for experience must be calculated below.
POINT VALUE x
CATEGORY OR TRANSACTION TYPE TOTAL POINTS EARNED PER TOTAL POINTS
EARNED

# OF TRANSACTIONS B CATEGORY

Residential: Single Family, Condo, Co-op unit, Multi family (1 to 4 unit)

1.CLOSED PURCHASE OR SALE - With iMprovements..........oo....osmeesteeeeeeen. 300 X TRANSACTIONS PER YEAR =

2.EXECUTED LEASE LANDLORD OR TENANT - new, renewal or extension..... >0 X TRANSACTIONS PER YEAR — _ =

3.PROPERTY MANAGEMENT - Rent collections per property/per year.......... 25 X TRANSACTIONS PER YEAR =
B EXCLUSIVE LISTINGS ovvvveees oo oeseseeeeeeesss st ee oo 10 X TRANSACTIONS PER YEAR  _ =
5.BUYER REPRESENTATION AGREEMENTS......ovomoveeoeeeeeeeoeeoeeeeesoeeseesoeesesones 10 X TRANSACTIONS PER YEAR  _ =

TOTAL NUMBER OF POINTS EARNED

BL-B (Experience Report for period after application is filed) (07/27/2011) Page 1 0f 3




POINT VALUE x TOTAL POINTS EARNED PER
# OF TRANSACTIONS _ CATEGORY

Commercial: Apartments (5 units or more), Office, Retail, Industrial, Mixed Use, Hotel, Parking Facility, Specialty, YEAR
Other 1

6.CLOSED PURCHASE OR SALE . ovveooeoeeeooeoeoeeooeeeeeeoeeeeeoeeeoeeeeeeoeeeeeeeeeeeeeoon 450X TRANSACTIONS PER YEAR  _ -

CATEGORY OR TRANSACTION TYPE TOTAL POINTS

EARNED

7.EXECUTED LEASE LANDLORD OR TENANT - new, renewal or extension/
DI YA . uteeetteeiteeeteesteeeteesbeeeabeestbeeeteeestaeeesebeeeaseeatbeeeaseetseeaaeeeteeenaeeereean 50 X TRANSACTIONS PER YEAR = =

8.PROPERTY MANAGEMENT - Rent collections per property/per year.......... 100 X TRANSACTIONS PER YEAR >

DU LISTINGS oo oo oo oo oo oo e ee e 10 X TRANSACTIONS PER YEAR — _ =

10.BUYER REPRESENTATION AGREEMENTS ...ovvcoooeeeeeoeoeeeoeeeoeeeeeoeeee oo 10 X TRANSACTIONS PER YEAR  _ -

TOTAL NUMBER OF POINTS EARNED PER YEAR

Farm and Ranch: Farm and Ranch with residence, improved, or unimproved

11.CLOSED PURCHASE OR SALE-Unimproved Lot CONtract............vvvvvversoon.. 25X (O EAR - =

12.CLOSED PURCHASE OR SALE-Farm and Ranch CONtract..............oov.ooo... 250 X TRANSACTIONS PER YEAR -

13 EXCLUSIVE LISTINGS . eevveeoeoe oo oo e e eeeseeeeee oo 10 X TRANSACTIONS PER YEAR  _ =

14.BUYER REPRESENTATION AGREEMENTS......oovvvoeooeoeooeeeoeoeeooeeeeeoeooeeoee 10 X TRANSACTIONS PER YEAR  _ -

TOTAL NUMBER OF POINTS EARNED PER YEAR

Brokerage Branch Office or Team Management (at least 1 agent supervised; written designation required)

15. 20 points permonth (Maximum Of 1200 POINTS) . ecueeruieruieteeirrieriieieestestesiteeueerteeeeeeesseesseessessessessasseeensens = =

TOTAL NUMBER OF POINTS EARNED FOR THIS TIME PERIOD

TOTAL NUMBER OF POINTS CARRIED OVER FROM SUPPLEMENT A

TOTAL QUALIFYING POINTS (MUST BE AT LEAST 3600 PTS)

BL-B (Experience Report for period after application is filed) (07/27/2011)
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EMPLOYMENT HISTORY

Salesperson Experience - | was actively engaged as a licensed real estate salesperson as indicated below:
Broker's Name, Address and Telephone Number License Number FROM MM/ YYYY | TO MM/ YYYY

Notice to Applicant: The information given on this application is subject to verification. In order to prevent any unnecessary return of your application, we request your
cooperation by providing us with information that will help us contact you by telephone or email if needed.

Business Number Home Number Alternate Number Email address

CERTIFICATIONS

All claimed transactions are subject to verification. In order to claim experience points, the applicant must be able to provide documentation, such as an executed
contract, listing agreement, or HUD 1, which clearly demonstrates the active participation of the applicant in each transaction. If the applicant is unable to provide
documentation and/or obtain the sponsoring broker's signature the applicant must attest to that using a separate verification, Affidavit in Lieu of Documentation and/or
Signature, TREC Form No. . In addition, the applicant must submit two of the TREC forms entitled "Affidavit in Support of Applicants Claim of Experience" each
signed by a different individual familiar with the applicant's circumstances.

Failure to provide satisfactory supporting documentation when requested may result in denial of the application and/or disciplinary action initiated against the
applicant and broker.
We, the undersigned, jointly certify that the named applicant has accumulated a total of points as indicated in the preceding qualifying

experience report. We further certify that the information given above is true to the best of our knowledge and belief. We understand that any material misstatement
made may result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

Additional Affirmations if Necessary:

We, the undersigned, jointly certify that the named applicant has accumulated a total of points as indicated in the preceding qualifying
experience report. We further certify that the information given above is true to the best of our knowledge and beliet. We understand that any material misstatement
made may result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

Additional Affirmations if Necessary:

We, the undersigned, jointly certify that the named applicant has accumulated a total of points as indicated in the preceding qualifying
experience report. We further certify that the information given above is true to the best of our knowledge and beliet. We understand that any material misstatement
made may result in the revocation or suspension of the license, if issued, as well as any existing license of the applicant and/or the broker.

Applicant Signature/Date Broker Signature/Date

The information and certifications on this page must be supplied for each broker who sponsored the applicant during the periods
being reported on the experience report.

BL-B (Experience Report for period after application is filed) (07/27/2011) Page 3 0f 3



Texas Real Estate Commission
P.O.Box 12188

Austin, Texas 78711-2188
(512) 936-3000 www.trec.texas.gov

AFFIDAVIT IN LIEU OF DOCUMENTATION AND/OR SIGNATURE

NAME OF APPLICANT

Last First Middle License Number

Attach additional pages, if necessary, for any of the questions below.

Condition or circumstances surrounding the missing document(s). Complete this section only if the applicant is unable to provide documents
such as executed contracts, listing agreements or HUD1s to support a claim of experience.

Explain your efforts to obtain the missing documents.

Describe the transaction and your role for which you are claiming experience.

Describe your attempts to obtain the broker's signature acknowledging your experience while sponsored by the broker.

| certify that the facts provided in this affidavit are true, correct and complete. | further certify that | have made a good faith effort to obtain
the documents and or broker's signature described above relating to the transaction(s) for which | am claiming experience. | understand that
this claim for experience in lieu of documentation will be considered incomplete if not accompanied by two affidavits each signed by a
person familiar with my attempts to obtain the documents and/or sponsoring broker's signature, and my contribution to the transaction(s)
for which | am claiming experience points.

| understand that providing information that is not true, correct, and complete is grounds for disapproval of this application or revocation of
my license. | authorize the Texas Real Estate Commission to conduct any investigations of me related to this application and claim
for experience. | understand that information revealed in an investigation may be cause for denial of the application even though other
requirements for a license have been met and that if an investigation is necessary, it may not be conducted until | have passed the
examination.

| further understand that information submitted in conjunction with this application may become a public record. If granted a license, | will
abide by the provisions of The Real Estate License Act and the Rules of the Texas Real Estate Commission.

Applicant's Signature Date
ACKNOWLEDGEMENT
State of Texas §
County of §
Before me, a notary public, on this day personally appeared , known to me to be the

person whose name is subscribed to the foregoing document and, being by me first duly sworn, declared that the statements therein
contained are true and correct.

Notory Public in the State of Texas

My commission expires:

TREC Form No. AFF-A, AFFIDAVIT IN LIEU OF DOCUMENTATION AND/OR SIGNATURE (7/27/2011)



Texas Real Estate Commission
P.O.Box 12188

Austin, Texas 78711-2188
(512) 936-3000 www.trec.texas.gov

AFFIDAVIT IN SUPPORT OF CLAIM FOR EXPERIENCE

NAME OF APPLICANT

Last First Middle License Number
NAME OF AFFIANT

Last First Middle

Address City State Zip Code Telephone Number

Attach additional pages, if necessary, for any of the questions below.
Explain your knowledge of applicant's efforts to obtain required documentation to support a claim of experience for a Texas Broker License.

Explain your knowledge of applicant's efforts to obtain the sponsoring broker’s signature acknowledging the applicant's experience while
sponsored by the broker.

Describe your knowledge of the applicant's role in the transaction(s) for which the applicant is requesting experience points.

What is your relationship to the applicant? [~ Friend [~ Coworker [ Relative [~ Other

| certify that the facts provided in this affidavit are true, correct and complete to the best of my knowledge.

Affiant's Signature Date

VERIFICATION

State of Texas §
County of §
Before me, a notary public, on this day personally appeared , known to me to be the

person whose name is subscribed to the foregoing document and, being by me first duly sworn, declared that the statements therein
contained are true and correct.

Notory Public in the State of Texas

My commission expires:

TREC Form No. AFF-B, AFFIDAVIT IN SUPPORT OF CLAIM FOR EXPERIENCE (7/27/2011)



REAL ESTATE COMMISSION

SUMMARY 12 (dl Proposes amendments to §535.63, Accreditation of Core Education

Schools. The amendments are proposed to implement the relevant
provisions of Senate Bill 747, 82" Texas Legislature, Regular Session
(2011). In relevant part, SB 747 amends Texas Occupations Code,
§1101.301 to require the commission to adopt rules setting an
examination passage rate benchmark for each category of license
issued under Chapter 1101 and Chapter 1102, Texas Occupations Code.

The amendment to §535.63 establishes the method in which the
benchmark passage rate would be calculated for each license category
and makes other conforming changes to be consistent with the
amendments made by SB 747.
STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on hehalf of this Commission, to
submit the amendments to §535.63, Accreditation of Core Education
Schools with any non-substantive changes as staff may deem necessary
or advisable for proposal to the Texas Register and for public comment.



Agenda Item 12(d) Page 1 of 1
Chapter 535, General Provisions
Subchapter F. Pre-License Education and Examination

§535.63 Accreditation of Core Education Schools
(a) (No Change.)

(b) Renewal of accreditation. No more than six months prior to the expiration of its current
accreditation, a school may apply for accreditation for another four year period. Approval or
disapproval of an application shall be subject to the standards for initial applications for
accreditation, as well as the requirement of §1101.301 of the Act.

(1) For purposes of calculating the exam passage rate of a commission-accredited school
for a license category, each type of licensing examination that a student takes for the first time
will have a school affiliation, unless the last core course taken for the purpose of meeting the
education requirements for the type of license was taken at a school that is not accredited by
the commission or the course was taken more than two years before the date the student
submitted the course to the commission.

(2) (No Change.)

(3) A school's passage rate for_each license category will be calculated and published
quarterly by dividing the number of students affiliated with that school, as defined in paragraph
(2) of this subsection, who passed the examination on their first attempt in the four-year period
ending on the last day of the previous quarter by the total number of the school's graduates
who took the exam for the first time in the same period. If a school offers courses toward
multiple license types the exam results for that school will be calculated and posted by license

category [type—an garegated-ir hesch : hat ¢ d}. The
passage rate for each Ilcense category that W|II be used to determlne whether the accredltatlon
standard has been met for the license category is the most current [aggregate} rate published
by the commission as of the date the commission receives the timely application for
reaccreditation or, if the accreditation expired before being renewed, the most recent rate
published by the commission as of the expiration date of the school's accreditation.

(4) In determining whether a school qualifies for reaccreditation for the license category
based on its examination passage rate, the commission may consider a variety of factors,
including the overall [separate] passage rate [rates] for sales, broker, and inspector applicants
and trends within the school's passage rate over the four-year accreditation period.

(5) The commission shall calculate and publish the average pass rate for each license
type each quarter by dividing the total number of applicants who passed the qualifying
examination the first time in the four-year period ending on the last day of the previous
quarter by the total number of applicants who took the examination for the first time in the

same period.
(c) No Change.




REAL ESTATE COMMISSION

SUMMARY 12(e) Proposes amendments to §535.71, Approval of Providers, Courses and
Instructors, and §535.72, Presentation of Courses, Advertising and
Records, The amendments are proposed to implement the relevant
provisions of Senate Bill 747, 82" Texas Legislature, Regular Session
(2011). In relevant part, SB 747 amends Texas Occupations Code,
§1101.458 to require a broker who sponsors a salesperson and a
licensee who supervise another licensee to take a 6 hour broker
responsibility course to renew a license.

The amendments to §535.71 and §535.72 provide the method by
which the commission will create and approve the broker responsibility
course, which will be the same way it deals with the 3 hour legal
update and 3 hour ethics courses required under §1101.455, and
provides conforming changes for consistency.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to §535.71, Approval of Providers, Courses
and Instructors, and §535.72, Presentation of Courses, Advertising and
Records with any non-substantive changes as staff may deem
necessary or advisable for proposal to the Texas Register and for public
comment.




Agenda Item 12(e) Page 1 of 4
Chapter 535, General Provisions
Subchapter G. Mandatory Continuing Education

§535.71. Approval of Providers, Courses, and Instructors.
(a)-(j) (No change.)

(k) Non-elective _ [Reguiredlegal-update—and—ethies] courses. The commission shall
approve bi-annually a legal update course and a legal ethics course required by §1101.455(e) of

the Act, and a broker responsibility course required by §1101.458(a) of the Act which shall be
conducted through providers by instructors certified by the commission under this subchapter.
The subject matter and course materials for the courses shall be created for and approved by
the commission. The courses expire on December 31 of each odd-numbered year and shall be
replaced with new courses approved by the commission. A provider may not offer a new course
until an instructor of the course obtains recertification by attending a new instructor training
program. Providers must acquire the commission-developed course materials and utilize such
materials to conduct the non-elective [required legal} courses. The non-elective [required
legal] courses must be conducted as prescribed by the rules in this subchapter and the course
materials developed for the commission.

(I) Modification of the non-elective [required legal} courses. Providers and instructors may
modify a non-elective [required legall course only to provide additional information on the
same or similar topics covered in the course or to create distance learning courses that are
substantially similar to the live courses developed for the commission. To the extent that a non-
elective [required legal course is modified or integrated into a longer course for which
additional elective credit is requested, the commission shall grant elective and non-elective
[tegal} credit for the combined course.

(m) Instructor certification. Only instructors certified by the commission may teach the non-
elective [required legal] courses or develop distance learning courses for the presentation of
non-elective [required legal} courses. An instructor must obtain prior commission approval
under subsection (n) of this section prior to attending an instructor training program. The
commission shall issue a written certification to an instructor to teach the applicable non-
elective [required legal} course(s) upon the instructor's satisfactory completion of a training
program to teach the non-elective [required legal} course(s) that is acceptable to the
commission. An instructor may obtain certification to teach either one or all non-elective [beth
required—legal} courses. A certified [legal} course instructor may teach the non-elective
[required legal} courses for any approved provider after the instructor has attended an
instructor training program. A certified [legal} course instructor may not independently conduct
a non-elective requiredlegal course unless the instructor has also obtained approval as a
provider. An instructor must obtain written certification from the commission prior to teaching
the non-elective requiredlegal courses and prior to representing to any provider or other party
that he or she is certified or may be a certified [as—a] course instructor. An instructor's
certification to teach a non-elective required-legal course expires on December 31 of every
odd-numbered year. An instructor may obtain recertification by attending a new instructor
training program.
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Chapter 535, General Provisions
Subchapter G. Mandatory Continuing Education

(n) Standards for approval of instructors of non-elective [required legal} courses. Prior to
attending an instructor training course, a person must obtain commission approval to be an

instructor using Instructor Application - Core, Legal Update, and Ethics, approved by the

commission. To be approved as an instructor of a non-elective [required legal update-orethies]

course, a person must possess the following qualifications:
(1) -(3) (No change.)

(o) Certification [Appreval} of instructor. If the commission determines that the applicant
meets the standards for instructor certification [apprevall, the commission shall certify
[appreve] the application and provide a written notice of the certification [appreval} to the
applicant. Unless surrendered or revoked for cause, the certification [appreval will be valid for
a period of two years.

(p) —(g) No Change.

(r) Legal update, and legal ethics course_and broker responsibility course application. A
provider must submit a MCE Course Application Supplement and receive written
acknowledgment from the commission prior to offering a non-elective [reguired-legal-update

erreguiredlegal-ethies} course.
(s) No Change.

(t) Acceptable combined courses. An elective credit course offered by a provider to satisfy
all or part of the [aire} hours of other than legal topics required by §1101.455 of the Act may

be offered with a_non-elective [the required-legal-update—course—orrequiredlegal-ethies}
course.
(u) Non-elective [Reguired-egal} courses for real estate related courses. Non-elective [MEE

legal-update—andlegal-ethies] courses may be accepted by the commission as real estate
related courses for satisfying the education requirements of §1101.356 and §1101.358, of the

Act.

(v) Correspondence courses for elective credit. An MCE provider may register an MCE
elective course by correspondence with the commission if the course is subject to the following
conditions:

(1)-(2) (No change.)
(3) the course does not include a request for non-elective [regquiredtegal} course credit.

(w) Alternative delivery method courses for elective credit. An MCE provider may register
an MCE elective course by alternative delivery method with the commission if the course is
subject to the following conditions:

(1) (No change.)

(2) the course does not include a request for non-elective [reguired-legal} course credit;
and

(3) (No change.)
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Chapter 535, General Provisions
Subchapter G. Mandatory Continuing Education

(x) Correspondence courses for required non-elective [fegal} credit. The commission may

approve a provider to offer a_non-elective [an—MCE—required—legal—ethies] course by

correspondence subject to the following conditions:
(1) (No change.)

(2) the content of the course must satisfy the requirements of §1101.455 or §1101.458 of
the Act and this section and must be substantially similar to the non-elective [legal} courses
disseminated and updated by the Commission;

(3)-(4) (No change.)

(y) Each non-elective [requiredtegal} course offered by correspondence must contain the
following:

(1) -(8) (No change.)

(z) Alternative delivery method courses for non-elective [required—egal} credit. The
commission may accept non-elective [requiredtegall courses offered by alternative delivery
method subject to the following conditions.

(1) -(4) (No change.)

(aa) No Change.

(bb) Supervised Video Instruction for non-elective requireddegal course credit. A provider
may register a course under subsection (r) of this section to be taught by supervised video
instruction if the provider:

(1) -(3) (No change.)

(cc) An applicant must submit an MCE Course Application Supplement to seek approval to
offer an MCE distance learning non-elective [required—legal} course and receive written
acknowledgment from the commission prior to offering the course.

(dd) — (ff) No Change.

§535.72. Presentation of Courses, Advertising, and Records.
(a) No Change.
(b) Partial credit.
(1) (No change.)

(3) Partial credit may not be granted for any course that contains as part of its curriculum
all or part of the nonelective [sixdegal} hours of mandatory continuing education required by
§1101.455 and §1101.458 of the Act.

(c) - (f) No Change.
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Chapter 535, General Provisions
Subchapter G. Mandatory Continuing Education

(g) Course materials. Providers must furnish students with copies, for students' permanent
use, of any material which is the basis for a significant portion of the course. Providers offering
any of the non-elective [requiredtegal courses must provide the students with the materials
identified as student course materials for the non-elective [requiredlegal courses. The course
materials provided to the students may be in printed form or electronic media such as a CD-
ROM or diskette that the student may access through commonly available software such as
common word-processing programs and slide presentation programs. Ample space must be
provided on handouts for note taking or completion of any written exercises. If a provider
charges fees for supplies, materials, or books needed in course work, the fees must be itemized
in a written statement provided to each student by the provider before the student registers
for the course.

(h) = (k) No Change.

(I) Course administration. Providers of MCE courses are responsible to the commission for
the conduct and administration of each course presentation, the punctuality of classroom
sessions, verification of student attendance, and instructor performance. Providers shall ensure
that the non-elective [required-tegal} courses are administered by instructors in substantially
the same manner as disseminated and updated by the commission. During the presentation of
a course, providers may not promote the sale of goods or services.

(m) Updates. If the commission determines that it is in the public interest to update the
non-elective [requiredlegal}l courses about changes in the law, the commission may require
the provider to furnish each student with a copy of the information. The commission also may
require the provider to ensure that the provider's instructors include the material in the
presentation of the course. The commission shall furnish the provider with a copy of the
information and notify the provider that the commission requires compliance with this
subsection in a non-elective [requiredtegal} course or any elective course combined with a
non-elective [legal] course offered after the provider's receipt of the notice.

(n) = (p) No Change.



TEXAS {34 REAL ESTATE COMMISSION

SUMMARY 12(f) Proposes amendments to 22 TAC §535.91 regarding Renewal Notices,
§535.93 regarding Late Renewals, and §535.96 regarding Mailing
Address and Other Information. The amendments are proposed to
implement the relevant provisions of Senate Bill 747, 82" Texas
Legislature, Regular Session (2011). In part, SB 747 amends Texas
Occupations Code, §1101.451 to change the maximum period of time
in which a licensee can file a late renewal from one year to six months,
amends §1101.458 to require that certain licensees take a six hour
broker responsibility course to renew a license, and amends the
requirements in §1101.552 for license holders to provide and maintain
certain contact information with the commission, including an email
address if available. Because the effective date of certain provisions of
SB 747 is September 1, 2011, the commission is simultaneously taking
emergency action to amend §535.93 to be consistent with SB 747.

The amendments to §535.91 clarify that a broker who sponsors
salespersons, a designated broker of a business entity, and a license
holder who is a delegated supervisor of one or more licensees under
§535.2 for six months or more during the course of the current license
must take the six hour broker responsibility course to renew a license.
The amendments to §535.93 change to six months any references to
the one year period for filing a late renewal. The amendments to
§535.96 clarify that licensees must provide and maintain contact
information with the commission, including an email address if
available.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to §535.91 regarding Renewal Notices,
§535.93 regarding Late Renewals, and §535.96 regarding Mailing
Address and Other Information with any non-substantive changes as
staff may deem necessary or advisable for proposal to the Texas
Register and for public comment.
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Chapter 535, General Provisions

Subchapter I. Licenses

8535.91, 8535.93, and §535.96

535.91. Renewal Notices.

(a) No Change.

(b) Except as authorized by §535.92 of this subchapter, for the renewal of a license

on active status that is not subject to the annual education requirements of §1101.454
of the Act, the license holder must attend during the term of the current license, at least
two Commission developed legal courses consisting of a three-hour legal update course
and a three-hour legal ethics course to comply with the six legal hours of mandatory
continuing education required by §1101.455 of the Act. The—remaining—nine—hours
ired-by §1101.455 of the Act ist of eleeti i ist ! witl

(c) A broker who sponsors a salesperson, a designated broker of a business entity,
or _a license holder who is a delegated supervisor of one or more license holders
pursuant to §535.2 of this chapter for six months or more during the course of the
current license must attend the six hour broker responsibility course required by
§1101.458 of the Act.

(d) [(eHThe commission shall mail a license renewal notice three months before the
expiration of the current license. Failure to receive a license renewal notice does not
relieve a licensee of the obligation to renew a license.

(e) [¢dH A licensee shall provide information requested by the commission in
connection with an application to renew a license within 30 days after the commission
requests the information. Failure to provide information requested by the commission
in connection with a renewal application within the required time is grounds for
disciplinary action under §1101.656 of the Act.

(f) [{e}} If a licensee is unable to renew a license on the commission's Internet
website, the licensee may renew an unexpired license by obtaining a renewal
application form from the Texas Real Estate Commission, P.O. Box 12188, Austin, Texas
78711-2188 and complying with the commission's requirements.

§535.93. Late Renewal Applications.

(a) A licensee who files a late application to renew a previous license less than six
months [ere-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 §1101.451(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) - (c) No Change.
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Subchapter I. Licenses

(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 six months [ere-year}from the expiration of the license, the
licensee must:

(1) - (4) (No Change.)
(e) —(g) (No Change.)

§535.96 Mailing address and Other Contact Information.

(a) Each licensee shall furnish a mailing address, phone number, and email address,
if available, to the commission and shall report all subsequent changes within 10 days
after a change of any of the listed contact information. If a licensee fails to update the
mailing address, the last known mailing address provided to the commission will be
deemed to be the licensee's mailing address.

(b) (No Change.)




TEXAS REAL ESTATE COMMISSION

SUMMARY 12(g| Proposes amendments to 8535.101 regarding Fees. The
amendments would increase the salesperson and broker
application fees from $105 to $119, the annual renewal fees
for brokers and salespersons from $34 to $41; the late
renewal fee from $51 to $61.50 for the annual late renewal of
a real estate salesperson or broker license for a person
whose license has been expired 90 days or less; and late
renewal fee from $68 to $82 for the annual late renewal of a
real estate salesperson or broker license for a person whose
license has been expired more than 90 days but less than six
months. The amendments also change the maximum late
renewal period from six months to one year and remove a
reference to an application in the fee for moral character
determination.

The justification for the fee increases is to generate sufficient
revenue to fund the operations of the agency and to comply
with requirements of Senate Bill 1000, 82" Texas
Legislature, Regular Session (2011).

Senate Bill 1000 makes the Texas Real Estate Commission
self-directed and semi-independent. The bill removes the
agency from the legislative budgeting process, and requires
the commission to adopt and approve an annual budget. The
bill requires that the commission collect sufficient fees to fund
operations to carry out its function and to fund the budget. In
relevant part, the bill also requires the agency to remit
$750,000 to the general revenue fund not later than August
31 of each fiscal year, to remit a non-refundable retainer to
the State Auditor of $10,000 per fiscal year, a nonrefundable
retainer to the Attorney General of $75,000 per fiscal year,
and a non-refundable retainer to the State Office of
Administrative Hearings of $75,000 per fiscal year. TREC will
be required to reimburse each agency for all costs incurred in
excess of the retainers for providing services to the
commission. In addition, the bill requires the agency to pay
rent in a reasonable amount to be determined by the Texas
Facilities Commission with aggregate rent payments to be not
less than $550,000 per fiscal year for state fiscal years
ending August 31, 2012 and August 31, 2013; and not less
than $425,000 per fiscal year for each year ending August 31,
2014, August 31, 2015, and August 31, 2016.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this

—  Commission, to submit the amendments to §535.101
regarding Fees with anv non-substantive changes as
staff mav deem necessarv or advisable for proposal to
the Texas Register and for public comment.
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§535.101 Fees.

(a) Fees for the issuance of a license due to a change of address, additional place of business
or change of sponsoring broker are due when requests for such licenses are received. A change
of address or name submitted with an application to renew a license, however, does not require
payment of a fee in addition to the fee for renewing the license. If the commission receives a
request for issuance of a license certificate which requires payment of a fee, and appropriate fee
was not filed with the request, the commission shall return the request and notify the person
filing the request that the person must pay the fee before the certificate will be issued. The
commission may require written proof of a licensee's right to use a different name prior to
issuing a license certificate reflecting a change of name. As used in this section, the term
"license™ includes a certificate of registration.

(b) The commission shall charge and collect the following fees:

(1) a fee of $119 [165] for the filing of an original application for a real estate broker
license, which includes a fee for transcript evaluation;

(2) a fee of $41 [34] for annual renewal of a real estate broker license;

(3) a fee of $119 [105]} for the filing of an original application for a real estate salesperson
license, which includes a fee for transcript evaluation;

(4) a fee of $41 [34] for annual renewal of a real estate salesperson license;
(5) a fee of $61 for taking a license examination;

(6) a fee of $20 for filing a request for a license for each additional office or place of
business;

(7) a fee of $20 for filing a request for a license for a change of place of business change of
name, return to active status or change of sponsoring broker;

(8) a fee of $20 for filing a request to replace a license lost or destroyed,;

(9) a fee of $400 for filing an application for accreditation of an education program under
Texas Occupations Code (the Act), §1101.301;

(10) a fee of $200 a year for operation of a real estate education program under the Act,
§1101.301;

(11) a fee of $20 for preparing a license history;
(12) a fee of $25 for the filing of an-apphication-for a moral character determination;
(13) a fee of $25 for the filing of an instructor application;

(14) a fee of $61.50 [54] for the annual late renewal of a real estate salesperson or broker
license for a person whose license has been expired 90 days or less;

(15) a fee of $82 [68] for the annual late renewal of a real estate salesperson or broker
license for a person whose license has been expired more than 90 days but less than six months
one-year;

(16) the fee charged by the Federal Bureau of Investigation for a national criminal history
check in connection with a license renewal,
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(17) a late reporting fee of $250 to reactivate a license under §535.92(f) of this chapter; and

(18) a fee of $20 for filing any application, renewal, change request, or other record on
paper that a person may otherwise file with the commission electronically by accessing the
commission's web site, entering the required information online, and paying the appropriate fee.

(c) Fees established by this section that are paid when an application is filed are not
refundable once an application has been accepted for filing.



TEXAS {34 REAL ESTATE COMMISSION

SUMMARY 12(h) Proposes amendments to 22 TAC §535.121, Inactive License, and

§535.122, Reactivation of License. The amendments are proposed to
make conforming changes to other rules that are being proposed to
implement the requirements of Senate Bill 747, 82" Texas Legislature,
Regular Session (2011). In part, SB 747 amends Texas Occupations
Code, Chapter §1101 regarding the treatment of business entities who
engage in real estate brokerage activity.

The amendments to §535.121 makes conforming changes to be
consistent with other rules that are being simultaneously proposed to
implement the requirements of Senate Bill 747, 82" Texas Legislature,
Regular Session (2011). The amendments to §535.122 clarify that a
salesperson on inactive status may act as the broker's salesperson
from the date the notice and fee are mailed or delivered to the
commission as long as the salesperson otherwise meets MCE
requirements.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to §535.121, Inactive License, and §535.122,
Reactivation of License with any non-substantive changes as staff may
deem necessary or advisable for proposal to the Texas Register and for
public comment.
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Subchapter L. Termination of Salesperson’s Association with Sponsoring Broker

§535.121 Inactive License.

(a) The license of a salesperson immediately becomes inactive upon each of the following
circumstances:

(1) - (3) (No Change.)

(4) if the sponsoring broker is a corporation, limited liability company or partnership, the
expiration, suspension, revocation or inactivation of the license of the [persen} designated [as}

broker[,—manager—orparther on-the-license—certificate} of the entity, which also places the

license of the entity on inactive status; or
(5) (No Change.)
(b) =(c) No Change.

535.122. Reactivation of License.
(a) No Change.

(b) When a salesperson whose license status is inactive enters the sponsorship of a broker
and the salesperson is subject to MCE requirements, the salesperson is not returned to active
status until MCE requirements are satisfied and the commission has received documentation of
course completion in a form satisfactory to the commission. If the salesperson has satisfied all
MCE requirements, the salesperson may act as the broker's salesperson from the date the
notice and fee are mailed or delivered to the commission. A salesperson whose original
application or renewal application was subject to educational requirements imposed by the Act,
§1101.358 and §1101.454, is not subject to MCE requirements as a condition of returning to
active status during the term of the license issued from the original application or renewal
application.




REAL ESTATE COMMISSION

SUMMARY 12(i) Proposes amendments to 22 TAC §535.132 regarding
Eligibility for Licensure. The amendments are proposed
to implement the relevant provisions of Senate Bill 747,
82" Texas Legislature, Regular Session (2011). In
relevant part, SB 747 amends the Texas Occupations
Code Chapter 1101 to delete the exemption from
licensing for partnerships in which a general partner is a
broker and requires licensure as a broker for any
business entity as defined in Section 1.002 of the
Business Organizations Code.

The amendments to §535.132 make conforming
changes to be consistent with proposed changes to
§§535.55 and .56 regarding waiver of education or
experience requirements for a salesperson or broker
license, and change the references from individual
business entity types to “business entity” to make
conforming changes to be consistent with the statutory
text amended by SB 747.

STAF
RECOMMENDATI

MOTION MOVED. that staff is authorized. on behalf of this
Commission, to submit the amendments to §535.132
regarding Eligibility for Licensure with anv non-
substantive changes as staff mav deem necessary or
advisable for proposal to the Texas Register and for
public comment.

Zl

Propose the amendments as presented
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§535.132. Eligibility for Licensure.

(@) A person residing in another state may apply for a license under [the—provisions—of
SubehapterH-of the-Actand] this section if the person:

(1) is licensed as a broker by the other state; or

(2) was licensed as a Texas real estate salesperson or broker no more than two six years prior
to the filing of the application.

(3) The commission may waive [examination;} education and experience requirements if the
applicant satisfies the conditions established by 8535.56(h) [§535-61-6f-this-title(relating-to
Waiver-of Examinations)y-and-by-either §8535:62} of this title (relating to Brokers: Education
and Experience) or §535.55 [§535-63] of this title (relating to Salespersons: Education).

(b) A business entity [Hmited-Habiitycompany] created or chartered under the laws of
another state[-er-a-cerporation-chartered-in-a-state-otherthanFexas} may apply for a Texas

real estate broker license if the entity meets one of the following requirements.

(1) The entity is licensed as a broker by the state in which it was created or chartered.
(2) The entity is licensed as a broker in a state in which it is permitted to engage in real estate

brokerage business as a foreign business entity [Hmited-Habiity-company-er-corperation].

(3) The entity was created or chartered in a state that does not license business entities

[Hnited-Habiity-companies-er—corporations], as the case may be, and the entity is lawfully

engaged in the practice of real estate brokerage in another state and meets all other requirements
for applications for a license in Texas.

(c) (No change.)
(d) To be eligible to receive a license and maintain an active license, a business entity [Hmited

HabHity-company-or-corperation] created or chartered in another state must designate a person
to act for it who meets the requirements of §1101.453 of the Act, although the designated broker

[persent is not required to be a resident of Texas. Foreign business entities [corporations-and

Hmited-Hability-companies} also must be permitted to engage in business in this state to receive
a Texas real estate broker license.
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SUMMARY 12(j) Proposes amendments to 22 TAC Subchapter N, §535.141 regarding
Initiation of Investigation. @ The amendments are proposed to

implement the relevant provisions of Senate Bill 747, 82" Texas
Legislature, Regular Session (2011). In relevant part, SB 747 amends
Texas Occupations Code, Chapter 1101 to delete the exemption from
licensing for partnerships in which a general partner is a broker and
requires licensure as a broker for any business entity as defined in
Section 1.002 of the Business Organizations Code Because the
effective date of the relevant provision in SB 747 is September 1, 2011,
the commission is simultaneously taking emergency action to amend
§535.5141 to be consistent with SB 747 on that date.

The amendments to §535.141 clarify that the rule applies to all
business entities that are required to have a broker license under
Chapter 1101, and to make conforming changes to the rule to be
consistent with other rules that have been adopted on an emergency
basis due to the September 1, 2011 effective date of the relevant
provisions of SB 747.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this Commission, to
submit the amendments to §535.141 regarding Initiation of
Investigation with any non-substantive changes as staff may deem
necessary or advisable for proposal to the Texas Register and for public
comment.
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Subchapter N. Suspension and Revocation of Licensure

§535.141. Initiation of Investigation.
(a) —=(c) No Change.

(d) The designated broker {desighated-by-alicensed-business-entity-to-act-as-its-officer;
manager—or—partner] is responsible for all real estate brokerage activities performed by, on

behalf of, or through a the business entity. A complaint which names a business entity licensed
as a broker as the subject of the complaint but which does not specifically name the designated

broker [desighated-as-the-officer—manager-orpartnerof-the-business-entity;] is a complaint
against the designated broker [acting—as-the-desighated-officer,—manager-orpartner] at the

time of any alleged violation for the limited purposes of determining the designated broker's
involvement in any alleged violation and whether the designated broker fulfilled his or her
professional responsibilities. A complaint which names a salesperson sponsored by a licensed
business entity but which does not specifically name the designated broker of the business
entity is a complaint against the designated broker at the time of any alleged violation by the
salesperson for the limited purposes of determining the designated broker's involvement in any
alleged violation and whether the designated broker fulfilled his or her professional
responsibilities provided the complaint concerns the conduct of the salesperson as an agent of
the business entity.

(e) — (h) No Change.

(i) A person whose license is subject to an order suspending the license must prior to the
suspension taking effect:

(1) (No Change.)

(2) if the person is a broker, notify in writing any salespersons he or she sponsors, or any

business entity [corporation,timited-liability-company-orpartnership] for which the person is
designated broker [as-an-officer,-managerorparther] that:

(A) (No Change.)

(B) once the suspension is effective any salesperson he or she sponsors or who is

sponsored by the business entity [corperationtimitedliability-company-orpartnership} will

not be authorized to engage in real estate brokerage unless the salespersons associate with
another broker and file a change of sponsorship with the commission or the business entity

designates a new broker and files a change of designated broker [efficer,—-manager-orparthner]

with the commission;
(3)-(7) (No Change.)
(j) = (k) (No Change.)




TEXAS [ REAL ESTATE COMMISSION

SUMMARY 12(Kk) Proposes amendments to §535.210 regarding Inspector Fees.

The amendments would increase the professional inspector

application fee from $90 to $104, the real estate inspector

application fee from $75 to $89, and the apprentice inspector

application fee from $35 to $42, the annual renewal fees for
professional and real estate inspectors from $27 to $34, and the

gnnual renewal fee for an apprentice inspector from $22 to
29.

The justification for the fee increases is to generate sufficient
revenue to fund the operations of the agency and to comply
with requirements of Senate Bill 1000, 82" Texas Legislature,
Regular Session (2011).

Senate Bill 1000 makes the Texas Real Estate Commission self-
directed and semi-independent. The bill removes the agency
from the legislative budgeting process, and requires the
commission to adopt and approve an annual budget. The bill
requires that the commission collect sufficient fees to fund
operations to carry out its function and to fund the budget. In
relevant part, the bill also requires the agency to remit
$750,000 to the general revenue fund not later than August 31
of each fiscal year, to remit a non-refundable retainer to the
State Auditor of $10,000 per fiscal year, a nonrefundable
retainer to the Attorney General of $75,000 per fiscal year, and
a non-refundable retainer to the State Office of Administrative
Hearings of $75,000 per fiscal year. TREC will be required to
reimburse each agency for all costs incurred in excess of the
retainers for providing services to the commission. In addition,
the bill requires the agency to pay rent in a reasonable amount
to be determined by the Texas Facilities Commission with
aggregate rent payments to be not less than $550,000 per fiscal
year for state fiscal years ending August 31, 2012 and August
31, 2013; and not less than $425,000 per fiscal year for each
year ending August 31, 2014, August 31, 2015, and August 31,
2016.

STAFF
RECOMMENDATION Propose the amendments as presented

MOTION MOVED, that staff is authorized, on behalf of this Commission,

—  to submit the amendments to §535.210 regarding Inspector
Fees with any non-substantive changes as staff mavy deem
necessary or advisable for proposal to the Texas Register and
for public comment.
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Subchapter R. Real Estate Inspectors
§535.210 Fees.
(@) The commission shall charge and collect the following fees:

(1) a fee of $42 [35] for filing an original application for a license as an apprentice
inspector;

(2) a fee of $89 [#5] for filing an original application for a license as a real estate inspector,
which includes a fee for transcript evaluation;

(3) a fee of $104 [90] for filing an original application for a license as a professional
inspector, which includes a fee for transcript evaluation;

(4) a fee of $29 [22] for the annual renewal of the license of an apprentice inspector;
(5) a fee of $34 [27] for the annual renewal of the license of a real estate inspector;
(6) a fee of $34 [27] for the annual renewal of the license of a professional inspector;
(7) a fee of $61 for taking a license examination;

(8) a fee of $20 for requesting a change of address or replacement of a lost or destroyed
license certificate;

(9) a fee of $20 for requesting issuance of a license because of a change of name, return to
active status, or change in sponsoring professional inspector;

(10) a fee of $100 for deposit in the real estate inspection recovery fund upon an applicant's
successful completion of an examination; and

(11) a fee of $20 for filing any application, renewal, change request, or other record on
paper that a person may otherwise file with the commission electronically by accessing the
commission's web site, entering the required information online, and paying the appropriate fee.

(b) Fees established by this section which are paid when an application is filed are not
refundable once an application has been accepted for filing.



REAL ESTATE COMMISSION

Agenda Item 13: Discussion regarding legislative housekeeping measures and
other legislative items.

SUMMARY See attached information. .

STAFFE
RECOMMENDATION

MOTION Discussion item only



S.B. No. 1000

AN ACT
relating to self-directed and semi-independent status of the Texas
Real Estate Commission; making an appropriation.
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Subtitle A, Title 7, Occupations Code, iIs amended
by adding Chapter 1105 to read as follows:
CHAPTER 1105. SELF-DIRECTED AND SEMI-INDEPENDENT STATUS OF

TEXAS REAL ESTATE COMMISSION

Sec. 1105.001. DEFINITIONS. In this section:

(1) "Agency'" means the commission and the board.

(2) "Board"™ means the Texas Appraiser Licensing and

Certification Board.

(3) "Commission™ means the Texas Real Estate Commission.

Sec. 1105.002. SELF-DIRECTED AND SEMI-INDEPENDENT STATUS.

(a) Notwithstanding any other provision of law, the agency 1is

self-directed and semi-independent as specified by this chapter.

Any Act of the 82nd Legislature that relates to the agency and that

IS Inconsistent with the agency being self-directed and semi-

independent may be implemented by the administrator of the agency

only on authorization by the agency.

(b) This chapter does not affect the board"s status as an
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independent subdivision of the commission as provided by Section

1103.051.

Sec. 1105.003. BUDGET, REVENUES, AND EXPENSES.

(a) Notwithstanding any other provision of law, including the

General Appropriations Act, the commission and the board shall each

adopt a separate budget annually using generally accepted

accounting principles.

(b) The commission shall be responsible for all direct and

indirect costs of the commission®s existence and operation. The

board shall be responsible for all direct and indirect costs of the

board"s existence and operation. The agency may not directly or

indirectly cause the general revenue fund to incur any cost.

(c) Notwithstanding any other provision of Jlaw, the

commission and the board may each set the amounts of the respective

fees, penalties, charges, and revenues required or permitted by

statute or rule as necessary for the purpose of carrying out the

separate functions of the commission and the board and funding the

respective budgets of the commission and the board adopted and

approved under Subsection (a).

(d) Except as provided by Subsection (e), all fees and funds

collected by the commission or the board and any funds appropriated

to the commission or the board shall be deposited in interest-

bearing deposit accounts in the Texas Treasury Safekeeping Trust

Company. The comptroller shall contract with the commission and
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the board for the maintenance of the deposit accounts under terms

comparable to a contract between a commercial banking institution

and the institution®s customers.

(e) A fee collected under:

(1) Section 1101.153(b)(2) shall be deposited in Fund

0193 in the state treasury; and

(2) Section 1101.153(b)(3) shall be deposited in Fund

0001 in the state treasury.

(f) Not later than August 31 of each fiscal year, the agency

shall remit $750,000 to the general revenue fund.

(g) The fiscal year for the agency begins on September 1 and

ends on August 31.

Sec. 1105.004. AUDITS. (a) This chapter does not affect the

duty of the state auditor to audit the agency. The state auditor

shall enter into a contract and schedule with the agency to conduct

audits.

(b) Not later than August 31 of each fiscal year, the agency

shall remit a nonrefundable retainer to the state auditor In an

amount not less than $10,000. The agency shall reimburse the state

auditor for all costs 1incurred, in excess of the aggregate

nonrefundable retainer amounts paid each fiscal year, in performing

the audits and shall provide to the governor a copy of any audit

performed.

Sec. 1105.005. RECORDS; REPORTING REQUIREMENTS. (a) The
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agency shall keep financial and statistical i1nformation as

necessary to disclose completely and accurately the financial

condition and results of operations of the agency.

(b) Before the beginning of each regular session of the

legislature, the agency shall submit to the legislature and the

governor a report describing all of the agency"s activities in the

previous biennium. The report must include:

(1) an audit as required by Section 1105.004;

(2) a financial report of the previous fiscal vyear,

including reports on the financial condition and results of

operations;

(3) a description of all changes in fees i1mposed on

regulated persons;

(4) a report on changes in the regulatory jurisdiction

of the agency; and

(5) a list of all new rules adopted or repealed.

(c) In addition to the reporting requirements of Subsection

(b), not later than November 1 of each year, the agency shall

submit to the governor, the committee of each house of the

legislature that has jJurisdiction over appropriations, and the

Legislative Budget Board a report that contains:

(1) the salary for all agency personnel and the total

amount of per diem expenses and travel expenses paid for all agency

employees;
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(2) the total amount of per diem expenses and travel

expenses paid for each member of the agency;

(3) the agency®s operating plan and the annual budgets

of the commission and the board; and

(4) a detailed report of all revenue received and all

expenses incurred by the agency iIn the previous 12 months.

Sec. 1105.006. ABILITY TO CONTRACT. (a) To carry out and

promote the objectives of this chapter, the commission or board may

enter into contracts and do all other acts iIncidental to those

contracts that are necessary for the administration of the

commission™s or board®"s respective affairs and for the attainment

of the commission®s or board"s respective purposes, except as

limited by Subsection (b).

(b) Any indebtedness, liability, or obligation of the

commission or board incurred under this section may not:

(1) create a debt or other liability of this state or

another entity other than the commission or board, as appropriate;

or

(2) create any personal liability on the part of the

members or employees of the agency.

Sec. 1105.007. PROPERTY. The commission or board may:

(1) acquire by purchase, lease, gift, or any other

manner provided by law and maintain, use, and operate any real,

personal, or mixed property, or any interest in property, necessary
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or convenient to the exercise of the respective powers, rights,

privileges, or functions of the commission or board;

(2) sell or otherwise dispose of any real, personal, or

mixed property, or any interest in property, that the commission or

board, as appropriate, determines is not necessary or convenient to

the exercise of the commission®s or board"s respective powers,

rights, privileges, or functions;

(3) construct, extend, improve, maintain, and

reconstruct, or cause to construct, extend, improve, maintain, and

reconstruct, and use and operate all TfTacilities necessary or

convenient to the exercise of the respective powers, rights,

privileges, or functions of the commission or board; and

(4) borrow money, as may be authorized from time to time

by an affirmative vote of a two-thirds majority of the commission

or board, as appropriate, for a period not to exceed five years if

necessary or convenient to the exercise of the commission®™s or

board®"s respective powers, rights, privileges, or functions.

Sec. 1105.008. SUITS. (a) The office of the attorney

general shall represent the agency in any litigation.

(b) Not later than August 31 of each fiscal year, the agency

shall remit a nonrefundable retainer to the office of the attorney

general in an amount of not less than $75,000. The nonrefundable

retainer shall be applied to any services provided to the agency.

IT additional litigation services are required, the attorney
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general may assess and collect from the agency reasonable

attorney"s fees, iIn excess of the aggregate nonrefundable retainer

amount paid each fiscal year, associated with any litigation under

this section.

Sec. 1105.009. ADMINISTRATIVE HEARINGS. (a) Not later than

August 31 of each fiscal year, the agency shall remit a

nonrefundable retainer to the State Office of Administrative

Hearings in an amount of not less than $75,000 for hearings

conducted by the State Office of Administrative Hearings under a

law administered by the commission or the board.

(b) The nonrefundable retainer shall be applied to the costs

associated with conducting the hearings. |If additional costs are

incurred, the State Office of Administrative Hearings may assess

and collect from the agency reasonable fees, in excess of the

nonrefundable retainer amount paid each fiscal year, associated

with conducting the hearings.

Sec. 1105.010. POST-PARTICIPATION LIABILITY. (a) If the

agency no longer has status under this chapter as a self-directed

semi-independent agency for any reason, the agency shall be liable

for any expenses or debts incurred by the agency during the time

the agency was a self-directed semi-independent agency. The

agency”"s liability under this section includes liability for any

lease entered iInto by the agency. This state is not liable for any

expense or debt covered by this subsection, and money from the
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general revenue fund may not be used to repay the expense or debt.

(b) If the agency no longer has status under this chapter as

a self-directed semi-independent agency for any reason, ownership

of any property or other asset acquired by the agency during the

time the agency was a self-directed semi-independent agency,

including unexpended fees in a deposit account iIn the Texas

Treasury Safekeeping Trust Company, shall be transferred to this

state.

Sec. 1105.011. DUE PROCESS; OPEN GOVERNMENT. The commission

and the board are governmental bodies for purposes of Chapters 551

and 552, Government Code. The commission is a state agency for

purposes of Chapters 2001 and 2005, Government Code.

Sec. 1105.012. MEMBERSHIP [IN EMPLOYEES RETIREMENT SYSTEM.

Employees of the agency are members of the Employees Retirement

System of Texas under Chapter 812, Government Code, and the

commission®s and the board"s transition to independent status as

provided by this chapter has no effect on their membership or any

benefits under that system.

SECTION 2. Subsection (c), Section 1101.059, Occupations
Code, is amended to read as follows:

(c) A person appointed to the commission iIs entitled to

reimbursement[s—as—provided-by—the General-Appropriations—Act;] for

the travel expenses incurred In attending the training program

regardless of whether the attendance at the program occurs before
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or after the person qualifies for office.

SECTION 3. Subsection (d), Section 1101.101, Occupations
Code, i1s amended to read as follows:

(d) The commission shall determine the salaries of the

administrator, officers, and employees of the commission. [Fhe

General-Appropriations—Act-]
SECTION 4. Subsection (b), Section 1103.103, Occupations

Code, 1s repealed.

SECTION 5. (@) To provide a reasonable period for the Texas
Real Estate Commission to establish i1tself as a self-directed and
semi-independent agency under Chapter 1105, Occupations Code, as
added by this Act, the following amounts are appropriated out of
the general revenue fund:

(1) for the state fiscal year ending August 31, 2012, an
amount equal to 50 percent of the amount of general revenue
appropriated to the agency for the state fiscal year ending August
31, 2011; and

(2) for the state fiscal year ending August 31, 2013, an
amount equal to 50 percent of the amount of general revenue
appropriated to the agency for the state fiscal year ending August
31, 2011.

(b) Subject to Chapter 1105, Occupations Code, as added by

this Act, the appropriations made by Subsection (a) of this section
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may be spent by the Texas Real Estate Commission as the commission
directs. The Texas Real Estate Commission shall repay to the
general revenue fund the appropriation made to the commission for
the state fiscal year ending August 31, 2012, not later than that
date and as fTunds become available. The Texas Real Estate
Commission shall vrepay to the general revenue fund the
appropriation made to the commission for the state fiscal year
ending August 31, 2013, not later than that date and as funds
become avairlable.
SECTION 6. The transfer of the Texas Real Estate Commission

to self-directed and semi-independent status under Chapter 1105,
Occupations Code, as added by this Act, and the expiration of self-
directed and semi-independent status may not act to cancel,
suspend, or prevent:

(1) any debt owed to or by the commission or the Texas
Appraiser Licensing and Certification Board;

(2) any fine, tax, penalty, or obligation of any party;

(3) any contract or other obligation of any party; or

(4) any action taken by the commission or the board iIn
the administration or enforcement of the commission®s or the
board®s duties.

SECTION 7. The Texas Real Estate Commission and the Texas

Appraiser Licensing and Certification Board shall continue to have

and exercise the powers and duties allocated to the commission or
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the board i1n the commission®s or the board®s enabling legislation,
except as specifically amended by this Act.

SECTION 8. Title to or ownership of all supplies, materials,
records, equipment, books, papers, and furniture used by the Texas
Real Estate Commission or the Texas Appraiser Licensing and
Certification Board is transferred to the commission or the board,
respectively. This Act does not affect any property owned by the
commission or the board on or before the effective date of this
Act.

SECTION 9. The Texas Real Estate Commission and the Texas
Appraiser Licensing and Certification Board shall relocate to
state-owned office space not later than September 1, 2011, and
shall pay rent to this state In a reasonable amount to be
determined by the Texas Facilities Commission for the use and
occupancy of the office space. Aggregate rental payments may not
be less than $550,000 per fiscal year for the state fiscal years
ending August 31, 2012, and August 31, 2013. Aggregate rental
payments may not be less than $425,000 per fiscal year for each
state fiscal year ending August 31, 2014, August 31, 2015, and
August 31, 2016.

SECTION 10. This Act takes effect September 1, 2011.
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President of the Senate Speaker of the House

I hereby certify that S.B. No. 1000 passed the Senate on
April 20, 2011, by the following vote: Yeas 31, Nays 0; and that
the Senate concurred In House amendment on May 27, 2011, by the
following vote: Yeas 31, Nays 0; passed subject to the provisions

of Article 111, Section 49a, of the Constitution of Texas.

Secretary of the Senate
I hereby certify that S.B. No. 1000 passed the House, with
amendment, on May 23, 2011, by the following vote: Yeas 147,
Nays O, two present not voting; passed subject to the provisions of

Article 111, Section 49a, of the Constitution of Texas.

Chief Clerk of the House
Approved:

Date
I, Susan Combs, Comptroller of
Public Accounts, do hereby
certify that the amounts
Governor appropriated in the herein
S.B. No. 1000, Regular
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Session, 82nd Legislature, are
within the amount estimated to
be available in the affected
fund.

Certified ,
2011.

Comptroller of Public Accounts



TEXAS [ REAL ESTATE COMMISSION

Agenda Item 14: Discussion and possible action to adopt a code of conduct for
members of advisory committees and working groups.

SUMMARY See attached documentation

TAFFE Approve code of conduct.

ST,
RECOMMENDATIO

MOTION Moved, that the Commission approves the code of conduct for
members of advisory committees and working groups as

submitted under this agenda item.




Agency Code of Conduct for Appointees to Advisory Committees for TREC & TALCB

Introduction - The people of Texas have a right to expect the business of the State to be conducted with
efficiency, fairness, impartiality and integrity. Volunteer service to the public as an appointed member
of an advisory committee or work group (advisory committees) is a revocable privilege and carries with
it a particular obligation to the public interest. Such service requires standards of professional behavior
from all participants that promote and maintain public confidence and trust in the work of the agency.

This code of conduct explains the principles covering appropriate conduct in a variety of contexts and
outlines the minimum standards of behavior expected of members who serve on advisory committees.

Relevant Legal Standards - The main legislation applying to appointed members is found in Chapters
1101-1103 of the Texas Occupations Code. The Administrative Rules adopted under such legislation also
apply. Guidance found in opinions of the Texas Ethics Commission may also be relevant to such service.

Applicability of this Code of Conduct — Appointed advisory committees should use the standards,
principles and specific requirements in this code to guide and assist their members while serving.

Responsibility to the Commission - Committee members will implement the policies of the governing
body as directed, and produce the work requested of the committee in a professional manner.

Respect for People - Members will perform their duties in a professional and responsible manner.
Members are to treat their colleagues, agency staff and members of the public respectfully and
consistently, in.a non-discriminatory manner with due regard for their rights and dignity. Sarcasm and
condescension are inappropriate. Members must not harass or discriminate against their colleagues,
agency staff or members of the public on the basis of any protected category, or of political conviction.

Integrity and Public Interest - Members are to promote due confidence in the integrity of public
administration and always act in the public interest and not in their private interest. Members should
protect the reputation of the agency. They should not engage in any activities that would bring the
committee or the agency into disrepute.

Responsive Service - The agency’s standards require members to commence work in a timely manner,
and provide requested information promptly and in a form that is clear, accurate, current and complete.
They should also ensure that their decisions and actions are reasonable, fair and appropriate to the
circumstances, based on consideration of all relevant facts, and supported by adequate documentation.

Economy and Efficiency - Members should keep current with advances and changes in their area of
expertise and strive to improve performance and achieve high standards of service. They should use
their authority, available resources and information only for the work-related purpose intended.

Fairness and Equity - Issues or cases being considered by members should be dealt with consistently,
promptly and fairly. This involves dealing with matters in accordance with approved procedures, in a



non-discriminatory manner, and in conformity with justice. When using any discretionary powers,
members should ensure that they take all relevant facts into consideration, have regard to the particular
merits of each case, and not take irrelevant matters or circumstances into consideration.

Protecting Confidential Information — The agency has clearly documented procedures regarding the
storage, disclosure and distribution of confidential or sensitive personal, commercial ‘or political
information. Any request for information should be referred to the agency director for handling.

Guide to Ethical Decision Making - To assist in fostering a climate of ethical awareness, conduct and
decision-making, members may find it useful to refer to or consider, alone or as a body, these 5 points:
Is the decision or conduct lawful? Is the decision or conduct consistent with agency policy and in line
with the agency’s objectives and code of conduct? What will the outcome be for all parties involved? Do
these outcomes raise a conflict of interest or lead to private gain at public expense? Can the decision or
conduct be justified in terms of the public interest and would it withstand public scrutiny?

Conflicts of Interest - Conflicts of interest exist when it is likely that a member could be influenced, or
could be perceived to be influenced, by a personal interest in carrying out their public duty. Conflicts of
interest that lead to other than impartial decision-making may constitute corrupt conduct.

Some related interests that may give rise to a conflict of interest include: financial interests in a matter
the agency deals with or having friends or relatives with such an interest that the member is aware of;
personal beliefs or attitudes that influence the impartiality of advice given; personal relationships with
the people the agency is dealing with that go beyond the level of a professional working relationship;
other employment that comprises the integrity of the member and the agency; and partisan political
activities or making adverse political comments related to the agency’s work.

An individual member may often be the only person aware of the potential for conflict. It is therefore
their responsibility to avoid any financial or other interest that could compromise impartial performance
of their duties, and disclose any potential or actual conflicts of interest to the agency’s director. If
members are uncertain whether a conflict exists, they should discuss the related interest matter with
the director and attempt to resolve any conflicts of interest that may exist.

To resolve any conflicts of interest that occur, or could occur, a range of options is available depending
on the significance of the conflict. These options include: recording the details of the disclosure and
taking no further action because the potential for conflict is minimal or can be eliminated by disclosure;
the member relinquishing the personal interest; the member withdrawing from the consideration or
particular task where the conflict arises; or the member resigning from the appointed position. Disputes
over alleged conflicts of interests will be resolved through the agency director and governing body Chair.

Acceptance of Gifts or Benefits — Members should not accept a gift or benefit that is intended, or likely,
to cause them to act in a non-impartial manner in the course of their duties. The governing body Chair
may approve the acceptance of token gifts or benefits under certain circumstances provided that there
is no possibility that the recipient might be, or might appear to be, compromised in the process.



Members should advise the director if they believe they have been offered a bribe or if they have been
offered or received a favor or benefit. Members dealing with or having access to sensitive investigations
or commercially sensitive information should be particularly alert to undue attempts to influence them.

Public Comment on the Work of the Committee or Agency - Public comment by members includes
public speaking engagements, comments on radio and television or in letters to newspapers, and
expressing views in books, journals or notices if it is expected that the comments will spread to the
community at large. Members, as individual citizens of the community, have the right to make public
comment and enter into public debate on political and social issues. However, there are some
circumstances in which this can be inappropriate. For example, situations when the public comment,
although made in a private capacity, may appear to be an official comment on behalf of the agency. In
such circumstances, members should preface their remarks with a comment that they are made in a
private capacity and do not represent the official view of the agency.

As a general rule, members can disclose official information that is normally given to the public seeking
that information, but should only disclose other official information or documents when proper
authority has been given; as required or authorized to-do so by law; or when called to give evidence in
court. In these cases, comments made by members should be confined to factual information and
should not, as far as possible, express an opinion on official policy or practice unless required to do so by
the circumstances of the particular situation (for example, when asked to do so in court).

Political and Community Participation — Members must make sure that any participation in political
activities does not conflict with their duty as a volunteer to serve the agency and its policies.

Use of Official Facilities and Equipment - Members should be scrupulous in their use of public property
and services: Public facilities and equipment may not be used for private purposes.

Reporting Corrupt Conduct or Waste — Members are urged to report suspected corrupt conduct, as well
as serious and substantial waste of public resources. Disclosures should be made to the agency director,
or if the director is suspected, then to the governing body Chair.

Violations of the Code of Conduct — Violations of one or more of the standards or requirements of this
Code of Conduct may result in the immediate termination of a member’s appointment to serve on an
advisory committee to the agency. Termination may be made in writing by the governing body Chair.
Appeal of a termination may be made in writing to the full governing body. In the event of a written
appeal, the final decision of the appropriate governing body will be given in writing.

Acknowledged and Agreed to:

Print Name: Date:



TEXAS {4 REAL ESTATE COMMISSION

Agenda Item 15: Discussion and possible action to approve changes to TREC application
forms to incorporate amendments to Texas Occupations Code Chapter
1101 under Senate Bill 747, 82" Texas Legislature, Regular Session
(2011)

SUMMARY Will be presented at the meeting.

STAFF
RECOMMENDATION

MOTION MOVED, that the Commission does hereby approve all the changes to the

— Application for Broker License by a Corporation, Limited Liability Company
(LLC) or Partnership Form and the Change of Designated Officer, Manager or
Partner Form, and the changes to all application forms concerning the one-
year expiration period for applications and the six month period for filing a late
renewal with an effective date of September 1, 2011 to reflect amendments to
Texas Occupations Code Chapter 1101 under SB 747, as submitted under
this agenda item.



TEXAS REAL ESTATE COMMISSION
P.O.Box 12188
Austin, Texas 78711-2188
www.trec.texas.gov (512) 936-3000

APPLICATION FOR BROKER LICENSE BY A CORPORATION,
LIMITED LIABILITY COMPANY (LLC) OR PARTNERSHIP

(PLEASE READ ALL INFORMATION CAREFULLY)

IF THE CORPORATION, LLC OR PARTNERSHIP HELD A TEXAS BROKER LICENSE DURING THE PRECEDING
TWELVE MONTHS, CONTACT THE COMMISSION FOR THE CORRECT APPLICATION FORM.
DO NOT USE THIS FORM

The Real Estate License Act requires a business entity (corporation, LLC or partnership) to be licensed as a real estate broker if the
business entity provides brokerage services. The attached form may be used by a business entity in applying for a Texas Real Estate
Broker license.

A corporation is required to designate one of its officers to act for it. An LLC is required to designate a manager to act for it. A
general partner of a partnership is required to be designated to act for it. For the application to be approved and a license issued,
the designated officer, manager or partner must be individually licensed as an active Texas real estate broker (designated broker)
and will have the authority to act as a real estate agent on behalf of the business entity.

A business entity chartered in a state other than Texas may obtain a Texas broker license, but to be eligible to apply it must be
licensed as a real estate broker by the state of its incorporation or organization or by the state in which it is permitted to engage in
real estate brokerage as a foreign business entity. The business entity must procure from the agency which administers such laws in
the other state a certificate recognizing the standing of the business entity in that state and file the certificate as part of its Texas
application. A business entity which is not licensed in the state of its incorporation or organization must also apply for a Texas license
upon proof that such state does not license business entities as brokers and that the business entity is lawfully engaged in the
practice of real estate brokerage in another state, as well as meet all other requirements to apply for a Texas license.

A current "Certificate of Good Standing" (issued within 21 days prior to the date of this application) must be provided with this
application. This certificate is available from the TEXAS COMPTROLLER OF PUBLIC ACCOUNTS in Austin.

1. An application by a corporation, LLC or partnership cannot be approved unless its designated officer, manager or partner is
individually licensed as an active Texas real estate broker. If the designated broker does not own at least 10% of the entity, the
entity must maintain E&O insurance in the amount of $1 million. Attach BE COI-0, Certificate of Insurance for a Broker Business
Entity to the application if applicable.

2. a.FEES REQUIRED WITH A REAL ESTATE BROKER APPLICATION BY A CORPORATION OR PARTNERSHIP

Application Fee $98.00
Recovery Fund Fee $10.00 (If not previously paid)
Paper Filing Fee $20.00 (If not filed electronically at TREC's website)

b. FEES REQUIRED WITH A REAL ESTATE BROKER APPLICATION BY A LIMITED LIABILITY COMPANY

Application Fee $95.00
Recovery Fund Fee $10.00 (If not previously paid)
Paper Filing Fee NONE (Not available electronically)

ALL FEES MUST BE SUBMITTED AT THE TIME OF FILING THE APPLICATION.

3. ALL FEES LISTED ARE NONREFUNDABLE AND CANNOT BE TRANSFERRED TO ANY OTHER APPLICATION. All fees should be
submitted in the form of a check or money order made payableto the Texas Real Estate Commission. Fees not pertaining to this
application should NOT accompany the application.

TREC Form BBE-0 (9/2011) Page 1 of 5



4. Filing an application authorizes an investigation of the applicant's background. Information revealed in an investigation may be
cause for disapproval of an application even though other requirements for a license are met.

NOTE: An incomplete application will not be returned for completion. If the application is incomplete, a
letter will be mailed requesting that the deficiency be remedied.

5. Fingerprints for this license will be required from the designated officer, manager or partner of the business entity. An applicant
who has not been previously fingerprinted for TREC must pay a fee to DPS to get fingerprinted and satisfy the statutory
requirement for honesty, trustworthiness and integrity. Each licensee is required by law to have fingerprints on file with the
Department of Public Safety (DPS) for TREC. Fingerprints on file for other agencies will not be accepted. The license will issue
once all licensing requirements are met and TREC receives confirmation from DPS that the applicant's fingerprints are on file. The
applicant will be required to pay a fee for a background check with each renewal. The applicant must present a completed FAST
Pass at the time of fingerprinting. For directions on how to download the FAST pass and make an appointment to get fingerprints
taken go to http://www.trec.texas.gov/fastpass. The digital fingerprinting process may take up to 10 days, so plan accordingly. An
applicant must pay a license application fee AND a fingerprint fee.

6. Once you receive your license, go to the TREC web site and register with the new system. You can access this webpage (https://
mylicense.trec.texas.gov) via the "my license" button at the top of www.trec.texas.gov. You only have to do this once. To register,
click the "Register here to set up a User ID and Password" link at the bottom of the homepage and follow the instructions using the
security token that wll be provided to you with your license.

7. Please ensure the following:
a. all information is printed in ink or typewritten;

b. all requested information is provided; c. all questions have been answered;
d. all required signatures and dates of signing are in place, (do not use signature stamps); and
e. all fees are enclosed.

IF ALL REQUIREMENTS FOR A LICENSE ARE NOT MET WITHIN ONE (1) YEAR OF THE FILING
DATE, THE APPLICATION EXPIRES.

NOTE

State law prohibits issuing a license after a licensee has defaulted on a student loan guaranteed by the Texas Guaranteed Student Loan
Corporation (TG) unless the licensee has entered into a repayment agreement with TG. YOU SHOULD CONTACT TG BEFORE FILING
THIS APPLICATION if you have defaulted on a student loan. An application or renewal may be rejected if this agency has received
information from TG that the applicant has defaulted on a student loan. The Texas Guaranteed Student Loan Corporation can be
contacted at:

Texas Guaranteed Student Loan Corporation

P.O. Box 83100

Round Rock, TX 78683-3100

Telephone: 1-800-252-9743

PRIVACY NOTICE

In accordance with Chapter 559, Government Code, the following notice about certain information laws and practices is
given.

(1) Wwith few exceptions, an individual is entitled on request to be informed about theinformation 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 BBE-0 (9/2011) Page 2 of 5



Texas Real Estate Commission
P.O. Box 12188

Austin, Texas 78711-2188
(512) 936-3000 www.trec.texas.gov

CORPORATION/
FEE REGISTER NUMBER PARTNERSHIP AMOUNT LLC AMOUNT MONEY TYPE
Application Fee $98.00 $95.00
Recovery Fund Fee $10.00 $10.00
Paper Filing Fee $20.00 NONE
App# File# Entity # License #

DO NOT WRITE ABOVE THIS LINE

NOTE: ALL INFORMATION MUST BE TYPED OR PRINTED IN INK

1. License Type: [ Corporation I Limited Liability Company [ Partnership

2. Name of Business Entity:

A "Certificate of Good Standing" must accompany the application

A current "Certificate of Good Standing" dated within 21 days prior to the date of the application must be provided with this
application as evidence that there is no delinquent tax owed the State under Chapter 171 Tax Code. This certificate is
available from the TEXAS COMPTROLLER OF PUBLIC ACCOUNTS. The business entity must designate an officer, manager or
partner to act for it who is licensed as an active Texas real estate broker.

3. Business Address (Fixed Office): STREET ADDRESS MUST BE DESIGNATED BELOW. (A license will not be issued to a P.O.
Box only)

Number, Street and Apt. No.

City State Zip Code Area Code Phone Number
FAX Number:

Area Code Phone Number E-mail Address

4. Mailing Address and Contact Information (Post Office Box may be used):

Number, Street and Apt. No.

City State Zip Code Area Code Phone Number
FAX Number:

Area Code Phone Number E-mail Address

5. Has the business entity been licensed as a real estate broker in a state other than Texas within the last
five (5) years? [ Yes [~ No

If the answer is YES, you must complete the applicable sections of the Background History Form located
at http://www.trec.texas.gov/pdf/forms/miscellaneous/BackgroundHistory.pdf.

This document is available on the TREC website at www.trec.texas.gov
TREC Form BBE-0 (9/2011) Page 3 of 5



6. (a) Has the business entity, its designated officer, manager or partner ever had a professional or
occupational license in this state or any other state suspended, canceled or revoked, or ever
surrendered such a license?

(b) Has the business entity, its designated officer, manager or partner ever had an application for a
professional or occupational license disapproved or denied in this state or any other state?

(c) Are there any disciplinary hearings or investigations pending against any professional or occupational
licenses held by the business entity, its designated officer, manager or partner ?

If the answer to (a), (b), or (c) is YES, you must complete the applicable sections of the Background
History Form located at http://www.trec.texas.gov/pdf/forms/miscellaneous/BackgroundHistory.pdf.

-
-

Yes

Yes

Yes

[ No

[~ No
[ No

7. Are there any unpaid judgments pending against the business entity, its designated officer, manager or
partner ?
If the answer is YES, you must complete the applicable sections of the Background History Form located
at http://www.trec.texas.gov/pdf/forms/miscellaneous/BackgroundHistory.pdf.

-

Yes

[~ No

8. (a) Has the business entity, its designated officer, manager or partner ever been convicted of a criminal
offense? (Include all felonies and misdemeanors other than minor traffic tickets.)

(b) Has the business entity, its designated officer, manager or partner ever been placed on parole,
probation or community supervision (also known as deferred adjudication) regardless of whether the
case was dismissed or discharged?

(c) Are there any criminal charges pending against the business entity, its designated officer, manager or
partner ?

If the answer to (a), (b), or (c) is YES, you must complete the applicable sections of the Background
History Form located at http://www.trec.texas.gov/pdf/forms/miscellaneous/BackgroundHistory.pdyf.

-

-

Yes

Yes

Yes

[~ No

[ No

[ No

9. Has the business entity, its designated officer, manager or partner ever acted, or attempted to act, as a
real estate broker or salesperson or appraiser in this state or in any other state at a time when not
properly licensed? (Include all periods in which you acted either before obtaining a license or after a
license may have expired.)

If the answer is YES, you must complete the applicable sections of the Background History Form located
at http://www.trec.texas.gov/pdf/forms/miscellaneous/BackgroundHistory.pdf.

Yes

[ No

Partner.

10.List below the name and address of the Corporation President, the Limited Liability Company Manager or the Managing

Name

Number Street Suite No.

City State Zip Code

11. Business name(s) to be assumed (if any):

The following four (4) questions pertain to the designated officer, manager or partner of the business entity. If the

designated broker does not own at least 10% of the business, attach COIl BE-0 to this application.

12. Full Name of the designated officer, manager or partner:

TREC Form BBE-0 (9/2011)

Page 4 of 5



13. Office held must be president, vice-president, secretary or treasurer for Corporation or manager for LLC):

14. Designated officer's or manager's Texas real estate broker license number:

15. Does the designated officer or manager own 10% or more of the business entity? [ Yes [ No

If the answer to question #15 is yes please provide proof of ownership, if no attach COI BE-0.

IMPORTANT INFORMATION - PLEASE READ CAREFULLY

FEES Application Processing Fee as follows:
$75.00 TREC Application Fee for LLC
$20.00 Real Estate Research Center at Texas A&M University
$95.00 TOTAL
$78.00 TREC Application Fee for Corporation or Partnership
$20.00 Real Estate Research Center at Texas A&M University
$98.00 TOTAL
$10.00 Recovery Fund Fee (if not previously paid)
$20.00 Paper filing fee for any application available online.

ALL FEES LISTED ABOVE ARE NONREFUNDABLE

ONLY FEES PERTAINING TO THIS APPLICATION SHOULD ACCOMPANY THE APPLICATION. ALL REQUIRED FEES MUST BE SUBMITTED
AT THE TIME OF FILING AN APPLICATION. AN APPLICATION RECEIVED WITHOUT THE APPROPRIATE FEES WILL BE REJECTED AND
RETURNED. The fees should be submitted in the form of ONE CASHIERS CHECK, PERSONAL CHECK OR MONEY ORDER payable to
the Texas Real Estate Commission.

CERTIFICATION

We certify that the information reflected in this application is true and correct to the best of our knowledge and that we are
authorized to execute this application on behalf of the business entity. We further certify that the business entity has complied with
all statutes, rules and regulations required of it to conduct business in this state. We understand that providing answers that are not
true, correct, and complete is grounds for disapproval of this application or revocation of the license. We authorize the Texas Real
Estate Commission to conduct any investigations of the business entity which it deems prudent. We understand that information
revealed in an investigation may be cause for disapproval of the application even though other requirements for a license have been
met. We further understand that all information submitted in conjunction with this application may become a public record. If
granted a license, the business entity will abide by the provisions of The Real Estate License Act and the Rules of the Texas Real
Estate Commission.

We further certify that the business entity will promptly provide to TREC upon request all business formation, ownership and
representative authorization records and changes thereto required to be kept by the business entity by law, including those required
by the Secretary of State and the Texas Comptroller.

WE CERTIFY THAT THE BUSINESS ENTITY WILL NOT ENGAGE IN ANY REAL ESTATE BROKERAGE ACTIVITY UNTIL THE TEXAS REAL
ESTATE COMMISSION LICENSE CERTIFICATE IS IN THE POSSESSION OF THE BUSINESS ENTITY .

Typed or Printed Name of the Designated Officer/Manager/Partner of the Business Entity Signature of the Designated Officer/Manager/Partner of the Business Entity

Typed or Printed Name of the Corporation President, the Limited Liability Company Manager Signature of the Corporation President, the Limited Liability Company Manager or the Managing Partner.
or the Managing Partner.

TREC Form BBE-0 (9/2011) Page 5 of 5



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

CHANGE OF DESIGNATED OFFICER, MANAGER OR PARTNER

App# File#
FEE REGISTER NUMBER AMOUNT S TYPE

Entity # - 7
Processing Fee SZO_OO ntity icense

DO NOT WRITE ABOVE THIS LINE

A $20.00 fee MUST accompany this application.
The fee must be a SINGLE REMITTANCE.

Name of Corporation or LLC

TREC License Number

Name of Current Designated Officer or Manager and Office Held OR Current Designated Partner TREC License Number

Name of NEW Designated Officer or Manager and Office Held OR New Designated Partner TREC License Number

Email address of NEW Designated Officer or Manager OR New Designated Partner

Does the NEW designated officer or manager own 10% or more of the business entity? [ Yes [ No

If the answer is yes please provide proof of ownership, if no attach COI BE-0.

A business entity licensed as a broker must maintain documentation showing that it has complied with the requirements contained in
its governing documents for changing officers or managers.The business entity must promptly provide to TREC upon request all

business formation, ownership and representative authorization records and changes thereto required to be kept by the business
entity by law, including those required by the Secretary of State and the Texas Comptroller.

Authorization
BOTH SIGNATURES REQUIRED

Corporation President or Limited Liability Company Manager

Printed Name Signature Date

NEW Designated Officer or Manager & Office Held
(Must be president, vice-president, secretary or treasurer for corporation or manager for LLC)

Printed Name and Office Held

Signature Date

This document is available on the TREC website at www.trec.texas.gov

CDO/MGR-1 (Revised 09/2011)



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 informedabout 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.

CDO/MGR-1 (Revised 09/2011)



REAL ESTATE COMMISSION

Agenda Item 16: Discussion and possible action on Broker Responsibility working group
recommendations on experience requirements for a broker license

SUMMARY Will be presented at the meeting.

STAFF
RECOMMENDATION

MOTION



TEXAS {4 REAL ESTATE COMMISSION

Agenda Item 17: Discussion and possible action to approve amendments to the Seller’s
Disclosure of Property Condition Form, TREC No. OP-H

SUMMARY Will be presented at the meeting.

STAFFE
RECOMMENDATION

MOTION MOVED, that the Commission does hereby approve the changes to
the Seller’s Disclosure of Property Condition Form with an effective
date of September 1, 2011 as submitted under this agenda item.



09-01-2011
APPROVED BY THE TEXAS REAL ESTATE COMMISSION (TREC)

SELLER'S DISCLOSURE OF PROPERTY CONDITION

CONCERNING THE PROPERTY AT

(Street Address and City)

THIS NOTICE IS A DISCLOSURE OF SELLER'S KNOWLEDGE OF THE CONDITION OF THE PROPERTY AS OF THE DATE SIGNED BY SELLER
AND IS NOT A SUBSTITUTE FOR ANY INSPECTIONS OR WARRANTIES THE PURCHASER MAY WISH TO OBTAIN. IT IS NOT A WARRANTY
OF ANY KIND BY SELLER OR SELLER'S AGENTS.

Seller [~ is [~ is not occupying the Property. If unoccupied, how long since Seller has occupied the
Property?

1. The Property has the items checked below [Write Yes (Y), No (N), or Unknown (U)]:

____Range _Oven _Microwave
_Dishwasher _Trash Compactor _Disposal
_Washer/Dryer Hookups _Window Screens ____RainGutters
____Security System Fire Detection Equipment Intercom System

Smoke Detector

Smoke Detector-Hearing Impaired

Carbon Monoxide Alarm

Emergency Escape Ladder(s)

____TVAntenna ___ Cable TV Wiring ___ Satellite Dish

___ Ceiling Fan(s) ___AtticFan(s) ____ Exhaust Fan(s)

_Central A/C _Central Heating _WaII/Window Air Conditioning

____ Plumbing System ___ Septic System ___ Public Sewer System

_Patio/Decking _Outdoor Grill _ Fences

___ Pool ___ Sauna ___ Spa __HotTub

___Pool Equipment ___ Pool Heater ___ Automatic Lawn Sprinkler System
Fireplace(s) & Chimney ___ Fireplace(s) & Chimney (Mock)

(Woodburning)

__Natural Gas Lines ___ Gas Fixtures
_Liquid Propane Gas: _Q Community (Captive) _Q on Property
Garage: _Attached ___Not Attached ___ Carport

Garage Door Opener(s): ___ Electronic ___ Control(s)
Water Heater: _ Gas ___ Electric

Water Supply: ___ City _WeII ____MUD _Co-op

Roof Type: Age: (approx)

Are vyou (Seller) aware of any of the above items that are not in working condition, that have known
defects or that are in need of repair? [~ Yes [~ No [~ Unknown If yes, then describe. (Attach
additional sheets if necessary):

TREC No. OP-H




Seller's Disclosure Notice Concerning the Property at Page 2 09-01-2011

2.

(Street Address and City)

Does the property have working smoke detectors installed in accordance with the smoke detector requirements of Chapter 766,
Health and Safety Code? [~ Yes [ No [ Unknown If the answer to this question is no or unknown, explain.
(Attach additional sheets if necessary):

Chapter 766 of the Health and Safety Code requires one-family or two-family dwellings to have working
smoke detectors installed in accordance with the requirements of the building code in effect in the area
in which the dwelling is located, including performance, location, and power source requirements. If you
do not know the building code requirements in effect in your area, you may check unknown above or
contact your local building official for more information. A buyer may require a seller to install smoke
detectors for the hearing impaired if: (1) the buyer or a member of the buyer's family who will reside
in the dwelling is hearing impaired; (2) the buyer gives the seller written evidence of the hearing
impairment from a licensed physician; and (3) within 10 days after the effective date, the buyer makes
a written request for the seller to install smoke detectors for the hearing impaired and specifies the
locations for the installation. The parties may agree who will bear the cost of installing the smoke
detectors and which brand of smoke detectors to install.

Are you (Seller) aware of any known defects/malfunctions in any of the following? Write Yes (Y) if you are aware, write No (N)
if you are not aware.

___Interior Walls __ Ceilings ___ Floors

___ Exterior Walls ___ Doors ____Windows
_Roof _Foundation/Slab(s) ___ Basement
_Walls/Fences _Driveways _Sidewalks

___ Plumbing Sewers/Septics ___ Electrical Systems ___ Lighting Fixtures

Other Structural Components (Describe)

If the answer to any of the above is yes, explain. (Attach additionalsheets if necessary):

Are you (Seller) aware of any of the following conditions? Write Yes (Y) if you are aware, write No (N) if you are not aware.

___Active Termites (includes wood destroying insects) ___Previous Structural or Roof Repair
___Termite or Wood Rot Damage Needing Repair ___Hazardous or Toxic Waste
_Previous Termite Damage _Asbestos Components
___Previous Termite Treatment ___Urea-formaldehyde Insulation
___Previous Flooding ____Radon Gas
___Improper Drainage ___ Lead Based Paint
___Water Penetration _Aluminum Wiring
___Located in 100-Year Floodplain __ Previous Fires

Present Flood Insurance Coverage ___Unplatted Easements

TREC No. OP-H




Seller's Disclosure Notice Concerning the Property at Page 3 09-01-2011
(Street Address and City)

Landfill, Settling, Soil Movement, Fault Lines Subsurface Structure or Pits

Single Blockable Main Drain in Pool/Hot Tub/Spa* ___Previous Use of Premises for Manufacture of
Methamphetamine

If the answer to any of the above is yes, explain. (Attach additionalsheets if necessary):

*A single blockable main drain may cause a suction entrapment hazard for an individual.

5. Are you (Seller) aware of any item, equipment, or system in or on the Property that is in need of repair? | Yes (if you are aware)

[ No (if you are not aware) If yes, explain. (Attach additionalsheets if necessary):

6. Areyou (Seller) aware of any of the following? Write Yes (Y) if you are aware, write No (N) if you are not aware.

Room additions, structural modifications, or other alterations or repairs made without necessary permits or not in
compliance with building codes in effect at that time.

Homeowners' Association or maintenance fees or assessments.

Any "common area" (facilities such as pools, tennis courts, walkways, or other areas) co-owned in undivided interest with
others.

Any notices of violations of deed restrictions or governmental ordinances affecting the condition or use of the Property.
Any lawsuits directly or indirectly affecting the Property.

___Any condition on the Property which materially affects the physical health or safety of an individual.

Any rainwater harvesting system connected to the property's public water supply that is able to be used for indoor
potable purposes.

If the answer to any of the above is yes, explain. (Attach additional sheets if necessary):

7. If the property is located in a coastal area that is seaward of the Gulf Intracoastal Waterway or within 1,000 feet of the mean
high tide bordering the Gulf of Mexico, the property may be subject to the Open Beaches Act or the Dune Protection Act
(Chapter 61 or 63, Natural Resources Code, respectively) and a beachfront construction certificate or dune protection permit
may be required for repairs or improvements. Contact the local government with ordinance authority over construction
adjacent to public beaches for more information.

Signature of Seller Date Signature of Seller Date

The undersigned purchaser hereby acknowledges receipt of the foregoing notice.

Signature of Buyer Date Signature of Buyer Date

TREC No. OP-H




TEXAS {4 REAL ESTATE COMMISSION

Agenda Item 18: Discussion and possible action to appoint two members to the
Broker Lawyer Committee

SUMMARY Will be presented at the meeting.

STAFF
RECOMMENDATION

MOTION MOVED, that the Commission does hereby appoint
and to a six-year term

on the Broker Lawyer Committee.




REAL ESTATE COMMISSION

Agenda Item 19: Discussion and possible action to approve annual internal audit
report

SUMMARY Will be presented at the meeting.

STAFF
RECOMMENDATION

MOTION MOVED, that the Commission does hereby approve the Annual
— Internal Audit Report as submitted under this agenda item.
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To the Commission Members of the
Texas Real Estate Commission
Austin, Texas

We performed tests of management’s assertion about the effectiveness and efficiency of Texas
Real Estate Commission (Commission) internal control structure over the Public Funds Investment
Act, Information Systems and HUB Compliance areas and its compliance with the applicable rules
and regulations, and the Commission’s established policies and procedures for the year ended
August 31, 2011. The results of our tests disclosed that such controls were adequate and no
instances of noncompliance were noted; however, we noted certain matters that are opportunities
for strengthening internal controls, operating efficiency, and complying with the Commission’s
established policies and procedures. The report that accompanies this letter summarizes our
comments and recommendations regarding these matters. We also performed a follow-up of prior
year internal audits and this report reflects the implementation status of those matters, and includes
all information required for the Annual Internal Audit Report.

We have discussed these comments, suggestions, and implementation status and the status of
prior year recommendations with various Commission personnel, and we will be pleased to discuss
them in further detail at your convenience, to perform additional study of these matters, or to assist
you in implementing the recommendations.

We would like to take this opportunity to acknowledge the courtesy and assistance extended by
Commission’s personnel during the course of our audit.

Garza/Gonzalez & Associates

June 24, 2011
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INTRODUCTION

The Texas Real Estate Commission (the Commission), was created in 1939 under the Texas Real Estate
Dealer’s License Act and became an independent state Commission in 1949. The Real Estate License
Act (the Act) is the legislative authorization for the Commission to license and regulate real estate brokers
and salespersons and provides for the licensing and regulation of real estate inspectors. The
Commission also regulates residential service companies and easement or right-of-way agents. The
Commission is responsible for administering and enforcing the provisions contained in the Act. Chapter
221, Texas Property Code, confers authority to the Commission to register by application and regulate
entities offering timeshares in Texas.

The Texas Real Estate Commission is composed of nine Commissioners who are appointed by the
Governor, with concurrence by the Senate, for six-year overlapping terms. Six members must be licensed
real estate brokers who have been engaged in the real estate brokerage business as their major
occupations for at least five years preceding their appointments. Three members must be members of
the general public who are not licensed under the Act and do not have, other than as consumers, a
financial interest in the practice of a real estate broker or salesperson.

The Commissioners appoint an Administrator who serves as the Commission’s chief administrative
officer. The Commission’s operating budget is prepared and approved by the Commission on an annual
basis, whereas the State legislative appropriations are determined every two years. Appropriations are
approved by the State Legislature. The Commission consists of the standards and enforcement division;
the education and licensing services division; the information services division; reception and
communication services division and the staff services division (includes accounting, human resources
and cashier) who report directly to the administrator. The general counsel/deputy administrator servesin
an administrative and an advisory position to the administrator.

The Commission is appropriated funds by the State for its operations. Revenues are primarily real estate
license applications and renewals, education fees, and other charges derived from Commission
operations. Funds collected by the Commission are not directly utilized in operations, but instead are
passed on to the State.

We were engaged to perform internal audits of the following areas identified in Commission’s fiscal 2011
Internal Audit Plan:

Compliance with the Public Funds Investment Act
Information Systems

HUB Compliance

Follow-up of Prior Year Internal Audits

This report contains the results of our audit of the Compliance with Public Funds Investment Act, the
Information Systems, and HUB Compliance areas, reflects the follow-up performed in the current year,
and meets the Annual Internal Audit Report requirements.
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INTERNAL AUDIT OBJECTIVES

In accordance with the Standards for the Professional Practice of Internal Auditing, the audit scope
will encompass the examination and evaluation of the adequacy and effectiveness of the Commission’s
system of internal control and the quality of performance in carrying out assigned responsibilities. The
audit scope includes:

Reliability and Integrity of Information - Review the reliability and integrity of financial and
operating information and the means used to identify, measure, classify, and report such
information.

Compliance with Policies, Plans, Procedures, Laws, and Regulations - Review the systems
established to ensure compliance with those policies, plans, procedures, laws, and regulations
which could have a significant impact on operations and reports, and determine whether the
organization is in compliance.

Safeguarding of Assets - Review the means of safeguarding assets and, as appropriate, verify
the existence of such assets.

Economical and Efficient Use of Resources - Appraise the economy and efficiency with which
resources are employed.

Accomplishment of Established Objectives and Goals for Operations or Programs - Review
operations or programs to ascertain whether results are consistent with established objectives and
goals and whether the operations or programs are being carried out as planned.
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EXECUTIVE SUMMARY
Compliance with the Public Funds Investment Act
Background

Effective May 19, 1975, the Real Estate Recovery fund (Real Estate Recovery Trust Account effective
June 1, 2003) was established by an amendment to the Real Estate License Act. The Commission was
directed to use the fund for reimbursing aggrieved persons who suffer monetary damages by reason of
certain acts committed by a duly licensed real estate broker or salesperson, or by an unlicensed
employee or agent of a broker or salesperson.

A $10.00 Recovery Trust Account fee is collected from each new applicant for a license in addition to the
regular License filing fee. On a determination by the Commission at any time that the balance remaining
in the Real Estate Recovery Trust Account is less than $1 million, each broker and salesperson will be
required to pay an additional fee of $10.00 or a pro rata share of the amount necessary to bring the
Recovery Trust Account to $1.7 million dollars, whichever is less. To ensure the availability of a sufficient
amount to pay anticipated claims on the fund, the commission by rule may provide for the collection of
assessments at different times and under different conditions other than those specified by this Act.

As set forth in the Real Estate License Act, as amended, the deposits to the Recovery Trust Account may
be invested and reinvested in the same manner as funds of the Employee Retirement System of Texas,
except that an investment may not be made that would impair the liquidity necessary to make payments
from the trust account as required by this Act. All investment transactions are conducted through the
State Treasury. In addition, the Real Estate Inspection Recovery Fund is maintained with monies
collected from real estate inspectors. The fees are deposited in the State Treasury and earn statutory
interest. Similar legislative provisions are present for the Real Estate Inspection Recovery Fund.

According to the Public Funds Investment Act (PFIA), Texas Government Code Chapter 2256, the
governing body of state agencies may purchase, sell, and invest its funds and funds under its control in
investments authorized under this subchapter in compliance with investment policies approved by the
governing body and according to the standard of care prescribed by Section 2256.006.

Investment Polices & Investment Officer

In accordance with Texas Government Code §2256.005, the Commission has established investment
policies which contain the elements required by the PFIA. Investment policies are reviewed and adopted
by their governing board annually. In addition, the governing board has designated an investment officer
and an alternate investment officer who are responsible for the investment of funds consistent with the
investment policies adopted by the Commission and with the PFIA.
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Investment Training

The investment officers attend a PFIA investment training session at least once in a two-year period as
required by Texas Government Code 8§2256.007. Additionally, each member of the Commission’s
governing board is required to attend at least one training session relating to the person's responsibilities
under PFIA. The required training must be obtained within six months after taking office or assuming
duties. The Commission maintains training certifications to document that investment officers and
Commissioners have met the minimum training requirements established by the PFIA.

Investment Reports

In compliance with Texas Government Code 8§2256.007, the investment officers prepare quarterly
investment reports of investment transactions for all funds for the proceeding reporting period and
describe in detail the investment position of the Commission on the date of the report. The reports are
prepared jointly and signed by both investment officers. The investment reports are submitted to the
governing body quarterly.

Audit Scope

The objective of our audit was to perform a compliance audit of management controls on investments and
the Commission’s adherence to its established investment policies and its compliance with the PFIA.

The procedures performed to achieve the scope of our audit were as follows:

1. Obtained and reviewed the Commissions policies and procedures for compliance with the Public
Funds Investment Act (Government Code 2256) and determined that such policies and
procedures were appropriate and reasonable for the Commissions investment types, goals and
strategies.

2. Determined that the Commissions policies and procedures and established internal controls are
sufficient to safeguard investments, ensure proper conduct by participants in the investment
process, and effectively eliminate conflicts of interest over the investments of the Commission.

3. Determined that the Commissions policies and procedures limit political and personal interference
in the investment decision-making process.

4. Considered the appropriateness of the Commissions investments as reflected in the policies,
strategies and plans.

5. Selected a sample of two investment reports submitted to the governing board to ensure
compliance with the PFIA and the Commissions investment policies.

6. Obtained the investment officers and board’s investment training certifications to ensure minimum
training requirements established by the PFIA have been met.
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The compliance testing was performed in accordance with the Standards for the Professional Practice of
Internal Auditing, generally accepted governmental auditing standards, the Certified Internal Auditor Code
of Professional Ethics, the Statement of Responsibilities of Internal Auditing of the Institute of Internal
Auditors, and the Texas Public Funds Investment Act. Our tests of the policies, procedures,
administrative and accounting systems and controls used to administer compliance with the Public Funds
Investment Act disclosed no material instances of noncompliance with the requirements listed above.

Information Systems
Background

Organizational Structure

The Information and Technology Services Department (Department) is comprised of a Director, computer
operations technician, network specialist, 5 systems analysts, and 3 administrative assistants.

Systems

The Commission uses the Uniform Statewide Accounting System (USAS), Uniform Statewide
Payroll/Personnel System (USPS), and Statewide Property Accounting (SPA) System provided by the
Texas Comptroller of Public Accounts (Comptroller); a series of database programs administered by the
Commission; a modified off-the-shelf licensing management system; and an imaging system administered
by the vendor.

Passwords

Several layers of passwords are present within the Commission. The boot/network password is used to
logon to all desktops and laptops, and is synchronized to logon to the network to gain access to the
servers and wide area network. This password is required to contain at least 6 characters comprised of
letters, numbers, and/or symbols. Every 6 months, the system will prompt the user to change their
password and will not allow the same password to be used within 7 password change intervals. If a
password is incorrectly entered 7 consecutive times, the user will be unable to logon to their computer for
2 hours.

A password is required to logon to the licensing management system. This password is required to be at
least 6 characters comprised of letters and numbers and expires after 6 months.

Passwords are also used to logon to the imaging system. Since this system is not administered by the
Commission, the password requirements are controlled by the contracted vendor.

User Account Setup/Termination

Upon hiring an employee, the hiring manager or purchasing agent notifies the Department of the
employee’s name, start date, office location, and if applicable, the name of the former employee that
previously held the position. With this information, the Department creates an email account and
reactivates the login ID previously used for the employee’s position. In the event that a new position is
established a new login ID is created. The Staff and Support Services Department is responsible for
submitting a request to the Comptroller to add the employee as a user in USAS, USPS, or SPA, as
applicable.
6
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When an employee terminates employment, his/her departmental director notifies the Department to
disable the user’s account(s). The Staff and Support Services Department is responsible for submitting a
request to the Comptroller to remove the employee as a user from USAS, USPS, or SPA, as applicable.

User Access
The Comptroller requires that a Semiannual Verification of Users’ Security Access Levels be conducted
for the state government accounting systems (USAS, USPS, SPA, etc.) to determine whether user

privileges are proper. The most recent self review was completed by the Commission in April, 2011.

Physical Security Controls

All critical hardware and related software applications are housed in a locked server room located within
the Commission’s offices, with access granted through the use of a numbered key code entry.

A fire extinguisher is present in the server room which could help prevent a total loss of equipment and
data in the event of a fire within the server room.

All servers are connected to a battery backup device which is planned to run approximately 45 minutes in
the event of a power loss. When employees are present, the battery backup allows for a manual
shutdown process to be performed; however, when employees are not present (after hours), the battery
backup would naturally run out of power and the servers turn off.

Data Backup

Tape backups are performed weekly and incremental backups are done daily. The backups are
transported to the Texas State Library, who picks-up the tape Tuesday of each week. The transport is
documented through the use of a manual log sheet.

Business Continuity Plan (Plan)

The Department’s Plan provides detailed instructions on recovery operations, equipment and supplies
needed, and recovery time objectives. It is the Commission’s practice to replace servers every 5 years.

Security Incidents

Texas Administrative Code (TAC) Rule §202.26 requires that security incidents be promptly investigated
and documented. The Commission is required to provide the Texas Department of Information
Resources (DIR) with monthly summary reports concerning violations of security policy that come to the
Commission’s attention. The monthly summary reports are due no later than nine calendar days after the
end of the month. Examples of events to be reported include virus and Trojan attacks, denial of service
attacks, and unauthorized use or storage of data. The Commission uses a firewall to detect and prevent
attacks.
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DIR Standards and Testing

DIR establishes information technology security standards for all state agencies and assists agencies in
providing secure IT operations.

DIR conducts network security controlled penetration tests on state agencies to assess network security
by attempting to identify and retrieve proprietary information and establish control of resources such as
network devices and servers. During February, 2011 DIR conducted this test and the results indicated
that the “Commission provides a good Internet perimeter security, minimizing the number of service ports
open to internet users.”

Risk Assessment

TAC 8202.22 requires that a security risk analysis of information resources be performed and
documented. Security risk assessment, vulnerability reports, and similar information shall be documented
and presented to the agency head. The Commission’s risk assessment is included in the Plan.

Training

The Director is the designated Information Resource Manager (IRM). The IRM is required to complete 18
hours of training/education and report the completion of qualified training to DIR by August 31* each fiscal
year via on online tool.

DIR requires the IRM to retain proof of attendance/completion for each educational event; such as, a
certificate of completion, statement by the sponsoring body, or copy of registration confirmation with
actual course materials. The documentation is not submitted to DIR unless specifically requested.
Audit Scope

The scope of our audit was to gain an understanding of the processes and controls over the Information
Systems (IS) area to ensure that the Commission consistently applies and complies with established
policies and procedures and applicable rules and regulations.

The procedures performed to achieve the scope of our audit were as follows:

1. Reviewed and obtained an understanding of the applicable sections of the Texas Administrative
Code (TAC).

2. Obtained and reviewed the Department’'s policies and procedures, conducted interviews, and
collected various documents to obtain an understanding of the current practices in place over the
IS area.

3. Identified key systems used by the Commission.

4. Obtained a list of current employees and imaging system and selected database users to ensure
only current employees have access.
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5. Selected ten (10) employees and reviewed their network and licensing management system
account to ensure adequacy based on job responsibilities.

6. Obtained a list of terminated employees as of April 30, 2011 and selected five (5) employees to
ensure the Department properly terminated their access to various systems.

7. Obtained an understanding and assessed the sufficiency of the backup procedures, location,
frequency, and testing.

8. Reviewed security controls in place for compliance with TAC §202.25, Information Resources
Security and Safeguarding.

9. Identified the Information Resource Manager (IRM), obtained an understanding of DIR training
requirements, and reviewed documentation to support the IRM’s attendance of fiscal year 2010
training/education and through April, 2011 of fiscal year 2011, as reported to DIR.

10. Reviewed the disaster recovery plan to ensure safeguarding of data.

11. Conducted physical observations of the critical system servers to ensure proper safeguards are in
place against loss.

12. Obtained an understanding of the process in place for preparing the security incident reports sent
to DIR.

13. Reviewed the results and recommendations of the most recent DIR penetration test.

14. Reviewed the most recent Semiannual Verification of Users’ Security Access Levels to ensure it
was properly completed and submitted to the Comptroller, as required.

HUB Compliance
Background

In accordance with the Texas Government Code Chapter 2161, the Office of the Comptroller of Public
Accounts (comptroller) is responsible for managing the Statewide Historically Underutilized Business
(HUB) Program for minority- and woman-owned businesses. The purpose of the statewide HUB Program
activities are designed to promote full and equal business opportunities for all businesses in state
contracting in accordance with the goals specified in the State of Texas Disparity Study dated 1994.

According to the Texas Government Code, Sections 2161.181 and 2161.182, each state agency shall
make a good faith effort to utilize HUBs in contracts for construction, services (including professional and
consulting services) and commaodities purchases. Each agency may achieve the annual procurement
goals by contracting directly with HUBs or indirectly through subcontracting opportunities.

The Commission is committed to making a good faith effort to increase business with Historically
Underutilized Businesses (HUBs). The Commission actively encourages purchasing from HUBs to
provide goods and services for the agency’s operations.

9
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In addition to complying with the Texas Procurement and Support Services (TPASS) HUB program rules,
the Commission’s good faith efforts to promote HUB participation include the following:

e Utilizing HUB vendors for non-competitive spot purchases of $5,000 or less, whenever possible;
e Soliciting a minimum of three (3) certified HUB vendors for purchases over $5,000;
e Attending HUB related meetings and forums to network with vendors and gain new knowledge of
HUB vendors;
e Encourage non-HUB vendors to sub-contract with certified HUB vendors;
Maintaining positive working relationships with current HUB vendors;
¢ Implementing a HUB Mentor Protégé program

In accordance with 34 TAC Rule 20.13(d), TREC also demonstrates good faith effort under this section by
submitting a supplemental letter along with its HUB Report outlining initiatives regarding procurement
opportunities for HUBs.

Texas Government Code §2161.121 requires the HUB program to submit annual and semi-annual basis
HUB Reports, which summarize and analyze expenditures made to certified HUBs by state agencies.
The TPASS division of the Office of the Comptroller of Public Accounts is responsible for reporting the
expenditures for state agencies obtained from the USAS system. The HUB reports include state agency
rankings, expenditure data and supplemental reports and letters from state agencies documenting their
continued effort to educate HUBs about procurement opportunities.

To comply with Texas Government Code §2161.122, TREC maintains and compiles monthly HUB report
spreadsheets for the purpose of preparing the Annual and Semi-Annual Supplemental HUB Reports
detailing TREC's use of historically underutilized businesses. On a semi-annual and annual basis, TREC
submits the total number of HUB and non-HUB contracts awarded for the purchase of goods and services
and the total number of HUBs submitting bids and/or proposals for the purchase of goods and services.
TREC submits the supplemental data on-line through the HUB Contact System.

Audit Scope

The scope of the audit of the HUB Compliance audit area is to determine that the Commission complies
with the policies and procedures for purchases related to HUB compliance including the Commission’s
efforts in ensuring a “good faith effort” to promote HUB participation.

The procedures performed to achieve the scope of our audit were as follows:

1. Obtained and reviewed the Commission’s written policies and procedures and ascertain that they
are consistent with the purpose, goals, and policies of the Texas Procurement and Support
Services as it relates to HUB.

2. Interviewed Commission personnel responsible for HUB compliance to obtain an understanding of

the Commission’s current practices and the adequacy of accountability maintained over
procurement and reporting requirements.

10
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3. Obtained the Semi-Annual and Annual HUB Reports and determined whether the reports were
prepared and submitted on a timely manner, are accurate based on support documentation and
that the HUB supplemental reports are properly supported.

4. Selected a sample of five (5) procurement actions included in the monthly reports and tested the
accuracy of the information reported on the monthly reports and determined whether HUB vendors

were selected as reported.

l. Internal Audit Plan for Fiscal Year 2011

The fiscal year 2011 internal audit plan for the Commission is based on the Risk Assessment performed
for the fiscal year ended 2011. The internal audit plan includes three (3) audits to be performed during
the fiscal year and other internal audit activities as assigned by the Commissioners. The internal audit
plan also includes preparation of the Annual Internal Audit Report for fiscal year 2011 and conducting a

follow-up of the prior year internal audit reports.

Risk Assessment

Based on the review of significant documents, inquiries of management and the Commission’s current
practices and procedures seventeen (17) audit areas have been identified in the Internal Audit Plan for
fiscal year 2011. We performed an assessment of the potential audit areas using risk assessment

techniques. Following are the results of the risk assessment performed:

High

Moderate

Low

Information Systems

Purchasing and Receiving

Cash Disbursement and Travel
Processing

Cash Collection Fee
Process/Remittance

Residential Service Companies

Complaint/Investigation Process

License Application &
Registration Process

Performance Measures

Examination Process

Education Program

Reporting and Budgeting

Customer Communications

Fixed Assets

Payroll and Personnel Process

Recovery Fund

Records Retention

HUB Compliance

11
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In prior years, the following internal audits were performed:
Fiscal Year 2010
1. Residential Service Companies
2. Fixed Assets
Fiscal Year 2009
1. Compliance with the Texas Public Funds Investment Act
2. License Application and Registration Process
3. Recovery Fund
Fiscal Year 2008
1. Compliant/Investigation Process
2. Education Program
Based on the risk assessment process an Internal Audit Plan was developed that includes the following
recommended internal audits for fiscal year 2011, the proposed audit procedures are as follows:
Fiscal Year 2011
1. Compliance with the Texas Public Funds Investment Act
2. Information Systems
3. HUB Compliance
4.  Follow-up of Prior Year Internal Audits and Other Commission Audits

5.  Other Potential Internal Audit Activities
Perform other audits as may be directed by the Commission during the fiscal year.

12
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II.  External Quality Assurance Review

The internal audit department’s System Review Report, dated September 30, 2009, indicates that its
system of quality control has been suitably designed and conforms with applicable professional standards
in all material respects.

lll.  List of Audits Completed by High Level Audit Objectives

Report | Report Name of

No. Date Report High Level Audit Objectives
1 6/24/10 Compliance with Perform a compliance audit of management controls on investments and the
Public Funds Commission’s adherence to its established investment policies and the applicable

Investment Act requirements of the Texas Public Funds Investment Act.

2 6/24/10 Information To determine whether the processes and controls are in place over the Information
Systems Systems area and that Commission consistently complies with established policies

and procedures and applicable rules and regulations.

3 6/24/10 HUB Compliance

To determine whether theé)rocess and controls are in place over the H

Compliance area to ensure compliance with the applicable rules and regulatlons

13
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IV. Key Audit Findings/Recommendations
Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not
Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
2 6/24/11 Information Monthly Incident Reports To improve
Systems compliance
DIR requires summary reports of security-related events be with DIR

reported on a monthly basis. The Commission does not
report incidents detected and prevented by the firewall, as
required by DIR.

Recommendation

We recommend the Commission ensure incidents detected
and prevented by the firewall are reported in the monthly
incident reports.

Management’s Response

Management agrees with the intent of the recommendation.
Based upon subsequent discussion with the DIR they require
that the agency reports monthly to the level of detail that
technical and human resources permit. ITS will reevaluate
the current procedure to expand the level of detail reported to
DIR.

Password Procedures

The Commission does not have written password procedures
for all systems and applications used, such as licensing
management system, imaging system, etc.

Recommendation
We recommend the Commission develop written password
procedures for all systems and applications used.

Management’s Response

Management agrees with the recommendation and is working
to consolidate and coordinate the password processes and
formalize procedures for the various vendor products utilized
by the agency.

Business Continuity Plan (Plan)

The Plan was last updated in November, 2008, prior to the
replacement of the licensing management system and
implementation of the imaging system.

Recommendation
We recommend the Commission review and update the Plan
to ensure the new systems are addressed.

Management’s Response

Management agrees with the recommendation and is actively
performing the annual update of the Business Continuity Plan
with a test in connection with the agency’s move of office
location.

requirements.

Ensure
comprehensive
procedures.

Ensure
comprehensive
Plan.
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Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not

Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
3 6/24/11 HUB Semi-Annual HUB Report Data To ensure
Compliance accuracy of
We tested the supporting documentation for the Semi-Annual HUB data
HUB Report data period ending February 2011, however, we reported

were unable to agree the total number of HUB bids/proposals
received for four (4) out of the nine (9) ethnicity/gender
categories reported on the Semi-Annual HUB Report

Recommendation

We recommend the Commission ensure accurate data is
submitted for the HUB reports. We recommend the
Commission develop a more effective and efficient method of
compiling and maintaining the required HUB report data or
enhance the method currently being utilized to include year to
date totals. To ensure accuracy the report should be
reviewed by management and documented through an
approval process prior to submission.

Management’s Response

The Commission agrees that some of the categories on the
Semi-Annual HUB Report were reported inaccurately. As a
result, HUB participation was underreported. Atthe time the
Annual HUB Report is prepared after fiscal year close, those
numbers will be corrected and will supersede the Semi-
Annual Report. The HUB Report will now be prepared by a
purchasing employee and reviewed by a manager.
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TEXAS REAL ESTATE COMMISSION
Annual Internal Audit Report
Fiscal Year 2010

The following is an update on the status of prior year recommendations.

Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not

Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
4 Follow Up of Following is the status of the recommendations made during
Prior Year fiscal year 2010 that had not been fully implemented.
Audits
1. Residential Service Company Examinations Fully Implemented To ensure

compliance

Texas Administrative Code §8539.121 requires the with laws and
Commission to conduct examinations of each Residential regulations.

Service Company, as deemed necessary, but not less than
once every three years.

Due to the size of the entity and staffing constraints, Texas
Administrative Code §539.121 was amended to change the
examination period from three to five years.

Fully Implemented
2. Annual Reporting yimp

The Occupations Code 8§1303.202 requires Residential
Service Companies to submit Annual Reports to the
Commission, using a prescribed format, by April 1 of each
year.

An expanded checklist should be utilized upon receipt of the
annual reports to ensure the reports are complete, timely
submitted and in the format prescribed by the Commission
Internal procedures will be implemented to review Annual
Reports for expanded checklist items in a timely manner
consistent with newly adopted bifurcated Annual Report
submissions.

To provide for
completeness.
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TEXAS REAL ESTATE COMMISSION
Annual Internal Audit Report
Fiscal Year 2010

Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not

Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
Follow Up of 3. Work Programs Fully Implemented Improve
Prior Year internal control
Audits The Commission does not utlize a comprehensive over

4.  Inventoried Property

standardized work program during on-site field examinations
to identify the objectives of the visit; document the steps to be
completed; and to capture the responses to inquiries made
during the examinations.

Although limited staff and financial resources does not allow
for a standardized electronic work program that incorporates
the tailored programs currently utilized to facilitate the field
examination process, enhance fieldwork documentation and
strengthen internal control over the on-site evaluation
process, a more comprehensive examination checklist will be
developed and implemented.

The Commission tracks and accounts for 83 items in SPA
that do not meet the capitalization threshold and are not
included in the Comptroller’s controlled assets list. These
items have been historically tracked and accounted for at the
option of the Commission.

As recommended, new inventoried items will no longer be
recorded in SPA and the inventoried items currently in SPA
will be removed by August 31, 2010, which is fiscal year end.

Fully Implemented

examination
visits and the
applicable
documentation.

Improve
efficiency in the
accounting and
reporting of
capital assets.
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TEXAS REAL ESTATE COMMISSION

Annual Internal Audit Report

Fiscal Year 2010

Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not

Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
Follow-up of Following is the status of recommendation made during previous
prior year fiscal years that had not been fully implemented.
audits
1. Record Management Incomplete/ Improved
Ongoing Record
We recommend that the Commission supplement the Record Management

Retention Schedule by preparing a listing that includes the
date series, the location and a “container number” (box
number, file cabinet number and/or shelf location) where the
applicable records are stored. Records held for active use in
the division/section area may not require location data until
considered inactive or moved outside the division/section.
To ensure the listing remains accurate a record inventory or
survey process should be initiated. In addition, we
recommend that the Commission amend the Record
Retention Schedule when information changes occur or if
inconsistent data is noted.

Agency Response:

When the imaging of master files has been completed, the
remaining paper files will be inventoried and listed with the
date series, the location and a container number and an
inventory will be conducted periodically. The Commission
has updated the Records Retention Schedule twice since this
audit recommendation was made, and has plans to update
again in the near future. The imaging of records has resumed
with the availability of funding secured by appropriation.

The Commission has
re-organized the
central file room and
is performing
electronic imaging of
files using updated
storage process.
Although the project
was temporarily
placed on hold due to
the mandatory 5%
Budget Reduction,
the project has now
been resumed in
anticipation of the
move to state office
space.
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TEXAS REAL ESTATE COMMISSION
Annual Internal Audit Report
Fiscal Year 2010

Current Status
(Fully Implemented,
Substantially
Implemented,
Incomplete/
Ongoing, or Not

Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
Follow-up of 1. The Real Estate Commission Did Not Report Reliable
Other Results for the Four Key Performance Measures Tested
Commission
Audits a) Number of Complaints Resolved Fully Implemented Improved
Performance
(State e Update the pre-defined automated reports Measure
Auditor’s generated by its licensing and enforcement system internal control
Office Report (TRELIS) to ensure that proper criteria are used to and reporting
on calculate the performance measure. Also, the
Performance Commission should calculate the measure result
Measures) using the automated report generated by its

automated system (TRELIS), rather than manually
performing additional calculations.

b) Average Time for Complaint Resolution (Days) AND
Percent of Documented Complaints Resolved Within
Six Months

o Ensure that the number of complaints resolved used
to calculate the results for Average Time for
Complaint Resolution (Days) and Percent of
Documented Complaints Resolved Within Six
Months matches the number reported in ABEST for
the Number of Complaints Resolved.

¢ Review the pre-defined automated reports to ensure
the proper criteria are used to calculate
performance measure. Consider producing detailed
reports so that Commission staff can ensure the
automated report is generating the correct results.

Fully Implemented

Improved
Performance
Measure
internal control
and reporting
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TEXAS REAL ESTATE COMMISSION
Annual Internal Audit Report
Fiscal Year 2010

Current Status
(Fully Implemented,
Substantially

Implemented,
Incomplete/
Ongoing, or Not
Implemented) with Fiscal
Report Report Name of brief description if Impact/Other
No. Date Report Observations/Findings and Recommendations not yet implemented Impact
Follow-up of 2. General Information Technology and Application Controls Fully Implemented Improved
Other security;
Commission The Commission should: production
Audits o System related upgrades and improvements environment;
- Improve logical access controls to TRELIS and its disaster
(State data. preparedness;
Auditor’'s - Develop documentation of TRELIS, including the hazard safety
Office Report relevant fields, tables, and their relationships. and control
on - Improve the controls over key data fields in TRELIS, environment
Performance or develop compensating controls.
Measures)
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TEXAS REAL ESTATE COMMISSION

Annual Internal Audit
Fiscal Year 2010

Report

V. List of Consulting Engagements and Non-audit Services Completed

None to report.

VI. Organizational Chart

Governor

Commission
Members
(9)
(No Board Audit Committee)

Internal Audit

Administrator

General Counsel and
Deputy Administrator

Deputy General Counsel

Standards &
Enforcement Services
Director

Information &
Technology Services
Director

Staff & Support Services
Director

Education & Licensing
Services Director

Reception &
Communication Services
Director
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TEXAS REAL ESTATE COMMISSION
Annual Internal Audit Report
Fiscal Year 2010

VII.

VIII.

Report on Other Internal Audit Activities

None

Proposed Internal Audit Plan for Fiscal Year 2012

Cash Collection Fee Process and Remittance
Performance Measures

Examination Process

Other Tasks as May Be Assigned by the Commission

External Audit Services Procured in 2011
The Commission procured the following external audit services:

e Annual Risk Assessment
e Current year Internal Audit Services
e Financial data analysis for Residential Service Company (RSC)

Reporting Suspected Fraud and Abuse

The Commission has implemented the requirements of Article 1X, Section 17.05 and Article XII,
Section 5 (c) of the General Appropriations Act by providing information on their home page
regarding how to report suspected fraud, waste, and abuse to the State Auditor's Office (SAO),
posting a link to the SAQO's fraud hotline, and including in their policies information on how to report
suspected fraud involving state funds to the SAO. During fiscal year 2011, the Commission did not
have any suspected fraud waste or abuse to report to the SAO, as required by Texas Government
Code, Section 321.022.
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REAL ESTATE COMMISSION

Agenda Item 20:

SUMMARY

Agenda Item 21:

Executive session to discuss personnel matters regarding the
TREC administrator position under Texas Government Code,
§551.074

Will be presented at the meeting.

Discussion and possible action on items considered in executive
session



TEXAS [ REAL ESTATE COMMISSION

Agenda Item 22: Discussion and possible action to establish policies related to
self-directed semi-independent status, including:

a. Operating reserves
b. Technology replacement reserves

c. A target reserve balance in excess of which the agency may
reduce fees

SUMMARY See Memo dated July 22, 2011 attached.

-
e 5]
e 5]

Discussion item only
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REAL ESTATE COMMISSION

APPRAISER LICENSING & CERTIFICATION BOARD

TEXAS

MEMORANDUM

TO: Commissioners and Board Members

FROM: Douglas E. Oldmixon

RE: Proposed Policies regarding Financial Reserves
DATE: 22 July 2011
DISCUSSION

As an SDSI agency for FY 2012 and going forward, it is important that the agency establish sufficient
financial reserves to deal with anticipated revenue fluctuations based on seasonal license renewal
volumes and economic trends, as well as unexpected contingencies. For the first two years, we will have
annual appropriations of approximately $3.8 Million to manage any contingencies, although these funds
must be repaid to the General Fund at the end of each fiscal year, along with the agency’s required
$750,000 annual statutory contribution (“ransom”). Further, technology has a fairly predictable life cycle
and needs scheduled replacement that can and should be reserved for. Lastly, based on potential cost
savings, efficiencies and potential license number increases, it would be prudent to establish an overall
target for “excess” reserves, that if reached, would require the staff to bring to the Commission and Board
a proposed rule adjusting the application and renewal fee rates to provide a reduction sufficient to reduce
the excess to nil. This also potentially avoids the criticism that would surely follow from legislators and
other leadership if the agency accumulated reserves in excess of that reasonably needed.

RECOMMENDATIONS (initial estimates of policies to be proposed after a comprehensive fee review)

a. Operating Reserve - An amount equal to 25% of the amount expended over the past 4 fiscal quarters,
excluding “pass-throughs”. (approximately enough to cover operating expenses for a 3 month period)

b. Technology Replacement Reserve - An amount equal to 25% of the amount expended over the past
4 years for technology purchases. (sufficient to update and/or replace most technology every 4 years)

C. Target Reserve for Fee Reduction - An amount sufficient to provide a reduction of not less than $2.00
in each renewal fee for all license and registration types administered by the agency, based on the
actual volume of license and registrations renewed in the prior 8 fiscal quarters. (for example, if the
total number of license renewed in the past 8 quarters totals 150,000, then when the reserve
accumulated an excess of $300,000, the staff would proposed a $2.00 fee reduction)

No action is required at this time. This is merely a discussion of future proposals to allow Commission and
Board members to provide any desired guidance to the staff for consideration.



REAL ESTATE COMMISSION

Agenda Item 23: Discussion and possible action to adopt a budget

SUMMARY Will be presented at the meeting.

STAFF
RECOMMENDATION

MOTION MOVED, that the Commission does hereby adopt the budget as
submitted under this agenda item



Texas Real Estate Commission

FY2012 Proposed Budget

Proposed Variance % Variance
FY2010 FY2011 Budget From From
Expenditure Category Budget Budget FY2012 FY2011 FY2011 Comments
Salaries & Wages $4,106,928 | $4,095,601 $4,240,700 $145,099 3.5% fE.‘”“g employees on average to
irst quartile of pay grade
Employee Benefits 1,255,590 1,379,845 1,407,800 27,955 2.0%
Unemployment compensation
Other Personnel Costs 126,400 150,420 136,200 ($14,220) -9.5% paid in FY2010-11
$160,000 in retainers to State
Professional Fees & Services 72,800 58,907 195,700 $136,793 232.296| parors Ofice, Office of e
orney General, State Office
of Administrative Hearings
Consumables 55,800 55,800 40,000 ($15,800) 28,306 S2nS Irom conversion to
|g|ta| communications
Utilities 43,000 40,800 12,000 ($28,800) -70.6% Ze'e“’mr.“ service now under
ommunication Services
Travel 67,300 67,300 58,700 ($8,600) -12.8%
Amortize modular furniture
Office Rent 426,100 426,845 462,200 $35,355 8.3%|costs of $106,300 in FY2012
and FY2013
Equipment Rental 34,600 33,900 19,800 ($14,100) -41.6% [Reduced number of copiers
Registration & Memberships 13,200 14,250 14,300 $50 0.4%
Maintenance & Repairs 52,600 31,777 37,200 $5,423 17.1%|Versa maintenance
Reproduction & Printing 16,200 16,199 4,000 ($12,199) -75.3% ds.a‘."”gs from conversion to
igital communications
Savings on mail processing
from conversion to digital
Contract Services 18,200 20,180 9,400 ($10,780) -53.4% |communications; FY2011 had
(@) budget for movers after building|
%" remodeling
& Postage 136,400 136,400 32,800 ($103,600) -76.0% ds_aY|ngs from conversion to
D |g|ta| communications
2 Equipment for new FTEs;
3 |Supplies & Equipment (Non-capitalized) 38,800 35,182 95,900 $60,718 172.6% [software upgrades & PC
E‘ Refresh in FY2012
5 Telecomm service now
7 |Communication Services 50,400 49,700 56,300 $6,600 13.3%|categorized as Communication
P Services
Other Operating Expenses 16,200 56,213 19,000 ($37,213) -66.205|" Y2011 had budget for building
remodeling
DPS Criminal History Background Checks 3,000 3,000 3,000 $0 0.0%
FBI Criminal History Background Checks 1,089,550 1,449,525 1,175,000 ($274,525) -18.9% |Adjusted budget
Texas Online Fees 300,000 300,000 300,000 $0 0.0%
Contingency Reserve 0 162,173 0 ($162,173) -100.0%|Expenses for move in FY2011
Master Lease Program Payments 68,700 14,700 14,700 $0 0.0%
Imaging Project Costs 156,000 416,569 243,000 ($173,569)
Computer System Related Costs 275,000 104,862 138,800 $33,938 32,495 |Ncludes development costs &
software maintenance
Contribution to General Revenue 0 0 720,000 $720,000 Not applicable until FY2012.
Total $8,422,768 | $9,120,148 $9,436,500 $316,352 3.5%
Budgeted Full Time Employees 94.0 914 87.4 (4.0) -4.4%

7/28/2011




Texas Real Estate Commission
FY2012 Proposed Budget

Revenue FY2010 FY2011 Est. FY2012 Est.
Licensing Fees $8,903,443 | $8,804,335 $8,804,335
Projected Revenue from $7 Annual Fee
Increase on Renewals & Applications (see 870,508
table below)
TX Online 301,948 300,000 300,000
Appropriated Receipts 194,395 190,000 0
Total Revenue $9,399,786 | $9,294,335 $9,974,843
Projected Revenue Over/(Under) Expenditures & $538,343
Transfers
Allocation of Revenue Over Expenditures & Transfers:
Reserve for Capital Equipment $51,000
Reserve for Operations $300,000
Unreserved $187,343 Any excess revenue will go toward building thelreserve for
capital equipment and reserve for operations.
Operating Reserve Calculation:
Total Projected Expenditures $ 9,436,500
Less:
TX Online (300,000)
Criminal History Background Checks (1,175,000)
Annual Cost of Operations $ 7,961,500
Operating Reserve - 3 months $ 1,990,375

FY2012 Revenue

Annual # Increase Effective 11/1/2011
Original Applications 10,000 $14 $116,667
Renewals 60,000 $14 700,000
Late Renewal Penalties $3.50 - $14 53,841
Total Projected Revenue Increase $870,508

7/28/2011



Description of Expense Categories

Salaries & Wages

Salaries of exempt & classified employees

Employee Benefits

OASI, retirement, insurance and benefit replacement pay

Other Personnel Costs

Compensatory per diem, lump sum payments, longevity, and
unemployment compensation

Professional Fees/Services

Employee assistance program, internal auditor, residential
service company audits and exams, computer programming, and
temporary employees

Consumables

Paper, pens, toner cartridges, etc.

Local and long distance phone service for field investigators,

Utilities paper shredding.
Travel Travel for board members, advisory committees, and employees
Office Rent Office lease payments

Equipment Rent

Lease of copiers, postage meter, and folder inserter

Registration & Memberships

Membership dues, registration fees for conferences, training,
attorney CLE

Maintenance & Repair

Maintenance contracts on computer hardware and software,
miscellaneous repairs on office furniture, printers, etc.

Reproduction & Printing

Envelopes, business cards, miscellaneous printing

Contract Services

Mail presort service, movers, court reporters, transcripts,
subpoenas, security guards, computer code escrow fee

Postage

Meter, deposits to permit account, post office box rental, postage
due account

Supplies & Equipment

Equipment which costs less than $5,000

Communication Services

Electronic subscriptions, internet connections for field
investigators, telecommunications & internet charges for TREC
headquarters provided by the Department of Information
Resources (DIR)

Other Operating Expenses

Certified copies, freight and delivery service, attorney state bar
dues, and miscellaneous other expenses

DPS Criminal History Checks

$1 per license application and renewal for criminal history
background check (Texas)

FBI Criminal History Checks

FBI criminal history background checks

Texas Online Fees

Funds the internet portal for online transactions

Master Lease Program Payments

Payments to Texas Public Finance Authority for capital
equipment financed through that agency

Capital Expenditures

Equipment which costs $5,000 or more.




REAL ESTATE COMMISSION

Agenda Item 24: Consideration and possible action regarding Proposal for
Decision from State Office of Administrative Hearings in the
matter of SOAH Docket No. 329-10-3045.REC

SUMMARY See attached materials.

STAFF
RECOMMENDATION

MOTION



TEXAS REAL ESTATE COMMISSION

DoOUGLAS E. OLDMIXON, ADMINISTRATOR

Standards & Enforcement Services
Direct Line: (512) 465-3960
Facsimile: (512) 465-3962

MEMORANDUM

To: THE COMMISSION MEMBERS

From: KERRI T. GALVIN, DIRECTOR OF STANDARDS & ENFORCEMENT
SERVICES

Date: JUNE 30, 2011

- Subject: PROPOSAL FOR DECISION
IN THE MATTER OF
MELVIN BRYAN JAMES

The enclosed Proposal for Decision has been filed in SOAH Docket No. 329-10-3045.REC.
The Proposal for Decision will be considered for Final Order at the meeting of the Commission
scheduled for August 1, 2011, at 10:00 a.m. in Conference Room 170, Texas Real Estate
Commission Offices, Stephen F. Austin Building, 1700 North Congress Avenue, Austin, Texas
78701. _

Enclosed for your consideration are copies of the following:
1) Proposal for Decision dated April 7, 2011;

2)  Letter by the Administrative Law Judge dated April 26, 2011;
3) Respondent’'s fax dated April 26, 2011,

4)  Letter by the Administrative Law Jud?ated May 10, 2011.
Kerfi {. Galvin
Directdr of Standards & Enforcement Services
KTG:sm
Enclosure

cc: Douglas E. Oldmixon, Administrator
Loretta R. DeHay, General Counsel & Deputy Administrator
Devon V. Bijansky, Deputy General Counsel

Patricia Holder, Administrative Assistant

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




State Office of Admlmstratwe Hearings

APR 0 8 201
Cathleen Parsley exes Real Estate Comm
Chief Administrative Law Judge ‘5@ "ea B5iie Commission
April 7, 2011
Douglas E. Oldmixon | INTER-AGENCY

Administrator

Texas Real Estate Commission
1101 Camino La Costa
Austin, Texas 78752

RE: Docket No. 329-10-3045.REC; Texas Real Estate Commission v. Melvin Bryan
James

Dear Mr. Oldmixon:

: Please find enclosed a Proposal for Decision in this case. It contains my recommendation
and underlying rationale. :

Exceptions and replies may be filed by any party in accordance with 1 TEX. ADMIN.
CODE § 155.507(c), a SOAH rule which may be found at www.soah.state.tx.us.

Lérie Jo Qualtrough -
.kdnums:rauvc Law Judge

KIQ/Ig

Enclosure

xc:  Sharon Harris, Attorney, 1101 Camino La Costa, Austin TX 78752 — VIA INTER-AGENCY
Melvin Bryan James, 217 N. Avenue D, Springtown, TX 76082 - VIA REGULAR MAIL
Kerri Galvin, Direcior of Standards & Enforcement Services, TREC, 1101 Camino La Costa, Austin, TX 78752 -
{with 1 CD; Certified Evidentiary Record) — YIA INTER-AGENCY

300 West 15% Street Suite 502 Austin, Texas 78701 / P.O. Box 13025 Austin, Texas 78711-3025
512.475.4993 (Main) 512.475.3445 (Docketing) 512.475.4994 (Fax)
www.soah.state.tx.us



SOAH DOCKET NO. 329-10-3045.REC

TEXAS REAL ESTATE COMMISSION,  § BEFORE THE STATE OFFICE
Petitioner §
§
v. §
OF
§
MELVIN BRYAN JAMES, §
Respondent §  ADMINISTRATIVE HEARINGS

PROPOSAL FOR DECISION

The Staff of the Texas Real Estate Commission (TREC) brought action against Melvin Bryan
James (Respondent) seeking to revoke Respondent’s real estate broker license, number 500346.
Staff alleged that it paid $50,000 from the Real Estate Reéovery Trust Account (Trust Account) on
behalf of Respondent, and Respondent failed to repay that amount, plus interest. After reviewing the
law and the evidence presented, the Adlﬁinistrative Law Judge (ALJ) has determined that Staff has

met its burden of proof, and recommends that Respondent’s license be revoked.

I. JURISDICTION AND NOTICE

On February 22, 2011, ALJ Kerrie Jo Qual_trough convened the hearing on the merits in the
hearing rooms of the State Office of Administrative Hearings (SOAH), 300 West 15™ Street, Austin,
Texas. Sharon S. Harris, Staff Attorney, represented the Staff, and Respondent appeared on his own
behalf by telephone.

No one raised issues regarding jurisdiction and the sufficiency of notice. Therefore, the ALJ

sets out those matters in the Findings of Fact and Conclusions of Law.

II. BACKGROUND

This case involves retmbursement of the Trust Account and the following facts are largely

undisputed. On April 30, 2008, a final judgment was entered in Thomas W. Ozgo v. Bryan James, et



SOAH DOCKET NO. 329-10-3645.REC PROPOSAL FOR DECISION PAGE 2

al., Cause No. 2005-49386, 234th Judicial District, Harris County, Texas (the underlying lawsuit).'
The court ordered that the plaintiff, Thomas W. Ozgo, “recover damages from [Respondent] for his
fraudulent conduction [sic] in connection with a real estate transaction in the amount of
$178,200....”" Respondent did not dispute that he was the named defendant, “Bryan James.”
- However, Respondent argued that the court did not provide him with notice of the trial setting, and
that is why he did not appear to defend himself in the underlying lawsuit. Since Respondent did not

have notice of the entry of a final judgment, his time to appeal that judgment expired.

To challenge the final judgment in the underlying lawsuit, Respondent filed a bill of review.?
At the time of the evidentiary hearing in this proceeding, Respondent had lost on a motion for

summary judgment on his bill of review, and was appealing that decision.

. On April 1, 2009, Mr. Ozgo filed an “Application for Order Directing Payment Out of the
Real Estate Recovery Trust Account” (Application) with the district court in Harris County.® Staff
notified Respondent of the Application on April 9, 2009.* Although TREC contested the
Application before the Harris County district court, the court apparently did not agree with TREC’s
position and issued a November 10, 2009 order directing payment from the Trust Account to
Mr. Ozgo.S On December 16, 2009, Mr. Ozgo executed a Partial Assignment of Judgment to TREC,
in consideration of his receipt of payment from the Trust Account.® On January 25, 2010, TREC
made a $50,000 payment from the Trust Account to Mr. .Ozgo.7

On February 19, 2010, Staff sent Respondent a Notice of Alleged Violation and Original
Petition, seeking repayment of the $50,000. Staff stated that it would seek revocation of

! Staff Ex. C-4, Att. C.

? The style, cause number, and date of filing of Respondent’s bill of review is not found in the evidentiary
record.

? Staff Ex. C-4, Att. D.
* Staff Ex. C-4, Att. C.
® Staff Ex. C-4, Att. G.
% Staff Ex. C-4, Att, H.
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Respondent’s broker license if Respondent failed to repay the $50,000. After receiving
Respondent’s hearing request, Staff issued its Notice of Administrative Hearing on March 11, 2010,

informing Respondent that his requested hearing was scheduled for April 27, 2010.

Respondent filed two written motions for continuance during this proceeding. The basis of
these motions was that Respondent needed accommodation for his disability, he needed additional
time to prepare, and he wanted to wait until his bill of review had been ruled up.on by the district
court in Harris County. Both motions were granted and the hearing on the merits was eventually re-
scheduled for November 17, 2010. A ‘prehearing conference was also scheduled for
November 16, 2010, '

During the pendency of the administrative hearing, Respondent filed documents to support
his various motions. At the November 16, 2010 prehearing conference in this case, Respondent
indicated that he wanted those documents admitted into evidence. Prior to the prehearing
conference, it was not clear that Respondent had submitted any exhibits for consideration at the

hearing on the merits.

At the November 16, 2010 prehearing conference, Respondent stated that he did not wish to
request a continuance of the November 17, 2010 hearing on the merits, To remedy the issues with
his exhibits, Respondent agreed to provide the ALJ and Staff with an exhibit list, indicating which
documents he intended to offer into evidence. On November 17, 2010, before the evidentiary

hearing, Respondent provided to Staff and the ALJ a “List of Evidence Documents Filed.”

On November 17, 2010, at 9:00 a.m., the ALJ convened the hearing on the merits. |
Respondent and Jack Vaughan, an attorney, participated by telephone. Ms. Harris was present in the

- hearing rooms of SOAH in Austin, Texas.

" Staff Ex. C-4, Att. L.
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At the beginning of the November 17, 2010 hearing on the merits, the parties attempted to go
through Respohdent’s “List of Evidence Documents Filed” to determine whether the ALJ had all his
documents. When it became apparent that it would be difficult to determine which documents were
on file with SOAH, Respondent orally moved for a continuance, and the ALJ granted Respondent’s

motion over Staff’s objection.

In Order No. 4, the ALJ scheduled another prehearing conference for February 9, 2011, and
rescheduled the hearing on the merits for February 22, 2011. Order No. 4 gave Respondent a
January 14, 2011 deadline to submit the exhibits he wanted admitted into evidence. However,

Respondent did not submit any exhibits to SOAH by that deadline.

On February 8, 2011, Respondent filed a motion secking appointment of counsel based on his
disability,® indigent status, and inability to adequately represent himself'in the hearing. In addition,
Respondent’s February 8, 201 I motion asserted that he tried to submit his documents “electronically
but firewalls did not allow for delivery:” It was not clear from Respondent’s motion whether he had
attempted to send his exhibits to the ALJ by submitting them to SOAH‘s electronic filing system.
There was no indication that Respondent attempted to submit his exhibits to the ALJ as required by
Order No. 4, and Respondent had no exhibits on file at the time of the second prehearing conference

and the hearing on the merits.

On February 9, 2011, the ALJ convened a second prehearing conference. Respondent was
unable to participate but did not request a continuance. At the prehearing conference, Staff stated its
objection to Respondent’s request to have counsel appointed. After considering Respondent’s

motion and Staff’s objections, the ALJ denied Respondent’s request on February 11, 2011.

On February 23, 2011, the ALJ convened the hearing on the merits. Staff participated in
person and Respondent participated by telephone. The ALJ admitted Staff’s Exhibits C-1, C-2, C-3,

and C-4. Respondent testified on his own behalf but did not offer any exhibits into evidence.

® The ALJ was not informed of the exact nature or extent of Respondent’s physical or cognitive disabilities.
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ITI. ISSUES

A. Allegations

In its February 19, 2010 Notice of Alleged Violation and Original Petition, Staff made

several allegations, including:

On or about May 2, 2008, a judgment was rendered against Respondent in Cause
No. 2005-49386 in the 234th District Court, Harris County, Texas (“Judgment”).

On or about November 10, 2009, in said cause and court, [TREC] was ordered by the
court, to pay the amount of $50,000.00 towards satisfaction of the Judgment from the

[Trust Account].

On or about January 25, 2010, [TREC] paid $50,000.00 from the [ Trust Account] in

accordance with this order.
On or about February 19, 2010, [TREC] sent a Notice of Alleged Violation with a
request for payment of $50,000.00 plus applicable interest to the Respondent.

As of the date herein, Respondent has not repaid the [Trust Account] the $50,000.00
plus applicable interest.’

B. Legal Authority

Subchapter M, Chapter 1101 of the Texas Occupation Code sets out the requirements for the
administration of the Trust Account, and specifies the actions that must occur before TREC can
make payments from that account. An aggricved person who obtains a judgment against a TREC
licensee must file an application for payment from the Trust Account with the court that entered the
judgment.10 In a hearing on the application for payment before the district court, TREC “may
relitigate . . . any material and relevant issue that was determined in the action that resulted in the

judgment in favor of the aggrieved person.”’ If the court finds in the aggrieved person’s favor on

? Staff Notice of Administrative Hearing, Ex. A.
1% TEX. Occ. CODE § 1101.606(b).
"' TEX. Occ. COoDE § 1101.608(c).
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“the application, the court must order TREC to make a payment from the Trust Account.”” There is

no provision that allows TREC to re-litigate an issue once a district court has ordered payment.

“[TREC] may revoke alicense . . . if [TREC] makes a payment from the [Trust Account] to
satisfy all or part of a judgment against the license . . . holder.”" A person is not eligible for another
license until the person has repaid the amount paid out from the Trust Account, plus interest."

C. Staff’s Position

Staff argues that it has proved the requirements necessary for revocation of Respondent’s

license:

1. Respondent had a judgment against him entered by a district court;

2. The aggrieved person filed an application for payment from the Trust
Account with that district court;

3. The district court ordered payment from the Trust Account to the aggrieved
person;

4. TREC made a payment from the Trust Account as directed by the district

~ court;
5. TREC gave notice to Respondent and sought repayment; and
6. Respondent failed to repay the Trust Account in full, plus interest.

It is Staff’s position that under section 1101.655 of the Texas Occupation Code,

Respondent’s license should be revoked.

D. Respondent’s Position

Respondent testified -on his ewn behalf, but did not dispute the facts presented in Staff’s
direct case. However, it is Respondent’s position that certain facts in the underlying lawsuit were
“strategically omitted”; thereby causing the resultant judgment against Respondent to be based on

incomplete facts.

2 TEx. Occ. CODE § 1101.609.
¥ TEX. Occ. CoDE § 1101.655(a).
" TEex. Occ. CopE § 1101.655(c).



SOAH DOCKET NO. 329-10-3045.REC PROPOSAL FOR DECISION ‘PAGE 7

Respondent argues that if he had been able to present all the facts to the district court, there
might have been a different outcome in the underlying lawsuit. His argument focuses on the
allegation that the district court should have reasonably accommodated his disability by effectively
communicating with him regarding rules and deadlines. Had the district court sent orders to
Respondent by facsimile as an accommodation, Respondent would have known of the hearing date
and could have presented his facts to the district court. Therefore, Staff’s facts in this administrative
proceeding, while accurate, are based on the underlying judgment where the facts were not fully
developed. In addition, it is Respondent’s position that this administrative hearing should have been’

abated until the appeal of his bill of review was completed.

Respondent further argues that because of his accident, he has a disability that impairs his
mental ability to organize facts and prepare responses in this case. Therefore, Respondent requires
additional time for him to participate in a hearing. According to Respondent, an attorney should
have been appointed for him as required by the Americans with Disabilities Act to help with his
~ administrative case. It is his position that he is unable to adequately represent himself because he

cannot comply with the rules applicable to this case.

Respondent also argues that his disability requires extensive rehabilitation with many
doctor’s appointmehts. He stated that these appointments may have conflicted with legal deadlines.
Therefore, Respondent maintains that his rehabilitation should have taken precedence in this

proceeding.

E. Analysis

Staff has met its burden of proof that Respondént’s license should be revoked. A plaintiff
obtained a judgment against Respondent, and subsequenﬂy filed an application with the district court
seeking payment from the Trust Account. The district court ordered TREC to pay $50,000 to the
plaintiff from the Trust Account. TREC gave notice to Respondent that it was seeking

reimbursement and Respondent did not repay the $50,000 to the Trust Account. The procedures in
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sections 1101.601 through 1101.615 of the Texas Occupations Code were followed and

Respondent’s license should be revoked.

The ALJ sympathizes with Respondent’s position. Respondent feels that he did not receive
due process at the district court in Harris County. He argues that had the district court given him
notice as he had requested, there may have been a different outcome to the underlying lawsuit, and
therefore, a different outcome in this administrative case. However, the ALJ’s authority is set outin
chapter 2003 of the Texas Government Code. The Texas Legislature has not given the ALJ the
authority to rehear or overturn a district court’s decision. Furthermore, there is no grant of authority

‘to empower the ALJ with the ability to appoint counsel to represent Respondent.

The Respondent requesteci and was granted three continuances in this matter. Each time
Respondent moved for a continuance, an ALJ granted that request. There is no record that
Respondent requested relief fronﬁ a deadline and had that réquest denied. Also, a previous ALJ
granted Respondent a continuance to allow the district court to rule on his bill of review. However,
the district court denied his bill of review and that decision is on appeal. Respondent did not request
another continuance to allow the appeal process to reach its conclusion. Nevertheless, the fact that

the appeal process is ongoing does not require a halt to this proceeding.

IV. RECOMMENDATION

The ALJ concludes that based upon the record in this case, Staff has met its burden of proof
that the prerequisites for revocation based on a license holder’s failure to repay funds into the Trust
Account have been met. Therefore, the ALJ recommends that Respondent’s license be revoked and
that he be found ineligible to receive a new license until he has repaid the full amount, plus interest,

to the Trust Account.
Y. PROPOSED FINDINGS OF FACT

1. Melvin Bryan James (Respondent) holds real estate broker license number 500346 issued by
the Texas Real Estate Commission (TREC).
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10.

11.

On April 30, 2008, a final judgment was entered in Thomas W. Ozgo v. Bryan James, et al.,
Cause No. 2005-49386, 234th Judicial District, Harris County, Texas. The district court
ordered that the plaintiff, Thomas W. Ozgo, “recover damages from [Respondent] for his
fraudulent conduction [sic] in connection with a real estate transaction in the amount
of $178,200....”

On April 1, 2009, Mr. Ozgo filed an “Application for Order Directing Payment Out of the
Real Estate Recovery Trust Account” (Application) with the district court in Harris County.
TREC notified Respondent of the Application on April 9, 2009. The district court issued a
November 10, 2009 order directing TREC to pay $50,000 from the Real Estate Recovery
Trust Account (Trust Account) to Mr. Ozgo.

On December 16, 2009, Mr. Ozgo executed a Partial Assignment of Judgment to TREC, in
consideration of his receipt of payment from the Trust Account.

On January 25, 2010, TREC made a $50,000 payment from the Trust Account to Mr. Ozgo.

On February 19, 2010, Staff sent Respondent a Notice of Alleged Violation and Original
Petition, stating that Staff was seeking repayment of the $50,000, and that TREC would
revoke Respondent’s broker license if Respondent failed to repay the Trust Account.
After receiving Respondent’s hearing request, Staff issued its Notice of Administrative
Hearing on March 11, 2010, informing Respondent that his requested hearing was scheduled
for April 27, 2010.

The Notice of Administrative Hearing contained a statement of the time, place, and nature of
the hearing; a statement of the legal authority and jurisdiction under which the hearing was to
be held; and reference to the particular sections of the statutes and rules involved; and a
short, plain statement of the matters asserted.

Respondent was ordered to submit his exhibits for admission into the evidentiary record by
January 14, 2011. Respondent did not submit any exhibits to the State Office of
Administrative Hearings (SOAH) by that deadline.

On February 23, 2011, the Administrative Law Judge convened the hearing on the merits.
Staff participated in person in SOAH’s hearing rooms, 300 W. 15th Street, Austin, Texas.
Respondent participated by telephone. The ALJ admitted Staff’s Exhibits C-1, C-2, C-3,
and C-4.

Respondent has not repaid the $50,000 paid to the Mr. Ozgo from the Trust Account.
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V1. PROPOSED CONCLUSIONS OF LAW

1. TREC has jurisdiction over the licenses of real estate brokers, salespersons, and inspectors,
pursuant to the TEX. OcC. CODE. Chapter 1101.
2, SOAH has jurisdiction over all matters related to conducting a contested case hearing in this

matter, including the preparation of a proposal for decision with proposed findings of fact
and conclusions of law, pursuant to TEX. GOv'T CODE ch. 2003.

3. Respondent received proper and timely notice of hearing as required by TEX. Gov'T
CoODE §§ 2001.051 AND 2001.052.

4. Pursuant to TEX. Occ. CODE § 1101.655, TREC may revoke a license if it makes a payment
from the Trust Account to satisfy all or part of a judgment against the license holder.

5. DBased on the above Findings of Fact and Conclusions of Law, Respondent’s real estate

broker license number 500346 should be revoked and he should be ineligible to receive a
new license until he has repaid in full the amount paid from the Trust Account, plus interest.

SIGNED April 7, 2011.

2 30 QUALTROUGH —~
NISTRATTVE LAW JUDGE
STATE OFFICE OF ADMINISTRATIVE HEARINGS
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Texas Real Estate Commission

1161 Camino La Costa

Austin, Texas 78752

RE: Docket No. 329-10-3045.REC; Texas Real Estate Commission v. Melvin
Bryan James

Dear Mr. Oldmixon:

The Proposal for Decision-(PFD) was issued on April 7, 2011. No exceptions were
received by April 22, 2011. Therefore, this PFD is ready for final action.

Spmeerely,

"Hidrrie o Qusltrough
Administrative Law Judge

KiQ/g

xc:  Sharon Harris, Attorney, 1101 Camino La Costa, Austin TX 78752 — VIA FACSIMILE: 512-465-3962
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217 N. Avenue D o -
Sprmgiown, TX 76082 : . ,

RE Docket No. 329-10-3045.REC; Texas Real Estate C‘ommlssmn V. Melvm
* Bryan James

Dear Mr. James:

~ 1have received your April 26, 2011 fax that is attached to this correspondence. However,
after I issued the proposal for decision and the period for exceptions expired, the State Office of
Administrative Hearings no longer has jurisdiction over your case. Therefore, I am unable to
review or act on your request for ass1gnment of counsel. .

Fen ‘eIon!tmxgh -
* Adminiswative Law Judge

KIQAlg

Xc: Douglas E. Oldmixon, Administrator, Texas Real Estate Commission, 1101 Cammo La Costa, Austm, Texas
78752, - VIA FACSIMILE 512-465-3910
Sharon Harris, Attorney, TREC, 1101 Camino La Costa, Austin TX 78752 — VIA FACSIMILE 512- 465-

3962
Kerni Galvin, Dlrector of Standards & Enforcement Services TREC, 1101 Camino La Costa, Austm, TX

78752 - VIA FACSIMILE 512-465-3962
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Agenda Item 25: Recovery fund matters

a. Executive session to discuss pending litigation pursuant to
Texas Government Code §551.071

b. Discussion and possible action to authorize settlement of
recovery fund claims

SUMMARY Will be presented at the meeting.

Agenda Item 26: Discussion and possible action to schedule future meetings

SUMMARY Tentative meeting for October 10, 2011 and December 5, 2011.

MOTION MOVED, that the Commission approves the scheduling of a
regular meeting for October 10, 2011 and December 5, 2011.

Agenda Item 27: Adjourn
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