Questions and Answers Regarding Trust Fund Requirements and Record Keeping

Q. Are security deposits on rental units the property of the owner or should they be held in trust by the broker for the tenant?

A. They are trust funds. As such, control and disbursement of the security deposits are at the instruction of the property owner.

Q. Am I permitted to wait until checks deposited to my trust account have cleared before I issue a trust check to fund a customer’s
check?

A. Although the Real Estate Law is silent on this, good business practice dictates that you wait until a customer’s check deposited to
your trust account has cleared prior to the issuing of your trust check as a refund.

Q. How should I handle an earnest money check which is to be deposited into escrow upon acceptance of the offer?

A. Such a check may be held until the offer is accepted and then placed in escrow but only when directed to do so by the buyer,
provided you disclose to the seller the fact the check is being held in uncashed form. In such cases, it is good practice to include
such a provision in the deposit receipt. You must keep a columnar record of the receipt of the check, the name of the escrow
company and the date the check was forwarded to the escrow.

Q. As abroker-owner of rentals, do I have to put security deposits in a trust account?

A.  Money you receive on your own property is received as a principal, not as an agent. As such, these are not trust funds and should
not be placed in the trust account.

Q. Must I keep a deposit receipt signed only by the buyer and rejected by the seller?

A.  Yes. Such a record must be maintained for three years.

Q. May I maintain one trust fund account for both collections from my property management business and deposits on real estate
sales transactions?

A. Since property management funds usually involve multiple receipt of funds and several monthly disbursements, it is suggested that
separate trust fund accounts be maintained for property management funds and earnest money deposits. However, all trust funds
can be placed in the same trust fund account as long as separate records for each trust fund deposit and disbursement are
maintained properly and the account is not an interest-bearing account.

Q. If the buyer and seller decide to go directly to escrow and the buyer makes out a check to the escrow company and hands it
directly to the escrow clerk, do I have to maintain any records of this check?

A. No. You must maintain records only of trust funds which pass through your hands for the benefit of a third party.

Q. How long must I keep deposit receipts?

A. Deposit receipts must be maintained for three years.

SUMMARY

We might say this publication presents the three R's of trust funds: Responsibility, Requirements, and Records.

It is a real estate broker’s responsibility to protect clients’ funds at all times and keep clients fully informed of the nature and
disposition of all trust funds.

To aid brokers in carrying out this responsibility, the Real Estate Commissioner’s Regulations include requirements concerning trust
funds. A real estate broker also needs to meet other requirements from a practical business point of view. To protect clients’ funds
adequately and in the business-like fashion expected, the broker must keep accurate records.
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SEPARATE EFCORD FOR EACH BENEFICTARY OF TRANSACTION
FOR CLIENT'S FUNDS FLACED IN TRUST FUND BANK ACCOUNT
InErTIRICATIoN UF TRAMSACTION (MOWHES, QAAPRISEs, @Cconnt RUmOers, §ic.)

James A. Adams
Trst Fund Balance - Broker

Dhscraras OF TRUST ACCOUMNTARILITY TRST ACOMNTARILITY
DEscRoprIoN For Fuuns Pam Our For Furvps RECEvED Arcouwt
Date qf Chock Amount Date qf Amount BaLsnce
Check Number Darasir
Open TA Account 5-1-13 100.00 10000
May "13 Bank Service Charge 5-31-13 SM 7.00 G3.00
BE 4523 (Rev. 7113)

EXHIBIT 2
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SEPARATE RECORD FOR EACH BENEFICIARY OR TRANSACTION
FOR CLIENT'S FUNDS PLACED IN TRUST FUND BANK ACCOUNT

IoErmmricarioe U TRAMEACTION [HOPHES, @OaPesses, Groonnl numoers, aic.)

Mr. & Mrs. WhiteMr. & Mrs. Jensen

BE: 615 Lake Drive, Anyeity

Discraras OF TRUST ACCOUMTARILITY TRUST ACOOLRSTARILITY
DIEscRIPTICN For Fimps Pam: Cur For Funps RECEVED AcoousT
Date gf Check Amoaunt Date qf Amoumnr Barance
Check Numbar Digposit
Purchase Deposit 5-6-13 500000 5.000.0:0
Depaosit to First Title Company 5.20-13 | 1005 5,000.00 0.00
BE 4513 (Rev. 7113} EXHIBIT 9
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