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ARKANSAS REAL ESTATE COMMISSION OVERVIEW 

Regulatory Responsibilities of AREC 

AREC is responsible for regulating the licensing requirements and brokerage activities of real estate brokers 

and salespersons as well as the licensing and approval requirements and education activities of real estate 

education courses, instructors and schools. In addition, AREC is responsible for regulating time-share activities. 

These regulatory responsibilities are detailed in A.C.A. § 17-42-101, et. al.; A.C.A. § 18-14-101, et. al.; and 

Commission Regulations Sections 1-16. (See www.arec.arkansas.gov) 

 

Oversight and Enforcement Parameters 

AREC strives to regulate in the least burdensome manner possible. We place high value on an individual’s right 

to practice their chosen profession free of unnecessary government interference. Put simply, our oversight and 

enforcement parameters are the law and regulations. We are constantly evaluating whether or not proposed 

policies, processes and solutions truly lie within the scope of our authority as outlined in the law and 

regulations. In this regard, any proposed processes falling outside the scope of our authority are not considered 

options, viable or otherwise.  

AREC works to keep consumer protection at the forefront of all we do. Just as individuals have the right to 

practice their chosen professions free of unnecessary government interference, consumers have the right to 

utilize the real estate brokerage and/or education services of those individuals with confidence and trust. We 

take this into consideration in all of our oversight and enforcement parameters. 

 

Best Practices in Regulating 

AREC is constantly working to keep our lines of communication with licensees and the public open. We have 

an open-door policy for licensees and the public alike that encourages them to visit, email or call us whenever 

they have questions or feedback to share. We also make a point to meet with small and large groups in various 

locations across the state, where attendees are invited to share their thoughts with the Commission.  

Commissioners and staff members of AREC are the first to question how and why we do what we do. We strive 

to make sound decisions that are based on solid data and feedback, are supportive of our mission of protecting 

the public and are well within the scope of our authority. AREC also routinely evaluates existing programs and 

services for efficacy while also looking for new ways of serving licensees and the public. In addition, we 

continually review our regulations for relevance, clarity and necessity to decrease regulatory burden on 

licensees and improve consumer protection.  

file:///C:/Users/asalford/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/7FI7YEHS/www.arec.arkansas.gov
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COMPLIANCE POLICIES AND PROCEDURES: OFFICE EXAMINATIONS AND MONITORING 

Audits vs. Office Examinations 

AREC conducts reviews of the financial records, transaction files, licensing records and education records of 

real estate firms and schools. Using the term “audit”, especially in conjunction with any sort of financial review, 

can prove problematic, as an audit is a formal and thorough evaluation of an organization’s books of account, 

internal processes and controls. Audits are typically performed by an independent third party with no 

connection to the organization being audited, and those individuals usually hold very specific certifications and 

qualifications. For this reason, we refer to our review of real estate firms as “office examinations” or “firm 

examinations”. Less formally, we sometimes refer to these reviews as an office or firm “visit”. 

 

Office Examination Policies and Procedures - Order of Priority 

AREC performs office examinations for a variety of reasons. First priority will always be given to those 

situations where AREC learns there may be a current situation in which consumers are eminently imperiled and 

possibly subject to financial loss. 

AREC will also perform office visits or examinations whenever documents are needed to address an immediate 

situation being encountered by Commission staff. For example, such situations may exist whenever documents 

have not been provided to AREC to change a firm address, transfer a real estate license, approve a real estate 

course, register a trust account, close a real estate firm, etc. 

Most often however, office examinations are performed as part of a complaint investigation that requires a 

review of a broker’s transaction files and/or trust account records. Complaints involving property management 

activities are given high priority, particularly when those activities are ongoing and/or the investigation reveals 

a probability that consumers have suffered or may continue to suffer financial damage.  

Note: All of the above office examinations will be tailored and customized to the specific situation. Seldom will 

any of these situations mirror each other. For that reason, AREC does not restrict the above reviews to an 

inflexible method just to ensure the appearance of consistency as that may defeat the purpose and intent of the 

examination. Conversely, the office examination and visits referred to below as well as the monitoring of 

educational classes will involve greater consistency through methods developed by the staff of the Commission 

often in collaboration with real estate brokers, salespersons, educators and other stakeholders. 

When resources are available and workload allows, the Commission will perform “new office examinations” 

within the first year of a new firm’s establishment. Such office visits are approached in an educational manner 

to ensure new brokerages are operating in compliance with real estate license law and regulations. 

Second to new office visits, AREC may conduct random office examinations on existing firms if resources are 

available and workload allows. These office visits are also approached in an educational manner to ensure 

existing brokerages are operating in compliance with real estate license law and regulations. 

Unfortunately, new office examinations and random office examinations were previously suspended due to 

staffing levels and complaint workload. Over time, the impact of state and federal background checks on entry 

to licensure and AREC’s increased oversight of real estate education have greatly reduced the staff resources 
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available to conduct new and random office examination programs. Although the need for those programs will 

always exist in some capacity, we are reviewing less burdensome methods for conducting these examinations 

by utilizing available technology such as video conferencing. 

Although this is not a frequent occurrence, an office examination can be performed at the request of a Principal 

Broker. One might wonder what would prompt a broker to invite the regulator to review the firm’s financials 

and transaction files; however, we take these invitations as an encouraging sign that brokers truly desire to serve 

and protect their clients and customers, and they view the Commission as a partner in that endeavor.  

__________________________________________________________________________________________ 

Processes for Conducting Office Visits 

Prior to an office visit, it is always preferable for an AREC investigator to contact the Principal Broker of the 

firm to schedule a time for the office examination. However, if there are extenuating circumstances and it is 

deemed advantageous to protecting consumers, an office examination may be conducted without advance 

notice. 

Office examinations involve a detailed look at recordkeeping and transaction files. During an office visit, an 

investigator will review any escrow/trust account bank statements, cancelled checks and deposit slips to ensure 

the statements are being reconciled monthly and that there are no NSF charges or other unauthorized 

disbursements or deposits. The investigator also reviews the firm’s checkbook register or ledger to determine 

whether checks and deposit slips are posted and balances are maintained and agree with the trust account bank 

statement and pending transaction balances.  

__________________________________________________________________________________________ 

COMPLIANCE POLICIES AND PROCEDURES – COMMON TRANSACTIONS 

The investigator reviews pending and closed real estate transaction files to determine whether funds have been 

deposited in the trust account timely, contracts are signed properly and agency disclosures have been made as 

required. Regarding closed transaction files, the investigator will review the file for completion. AREC 

maintains specific forms to aid investigators in performing office examinations (See Appendix A). 

Investigators, if feasible, will review all pending transaction files so that the trust account reconciliation can be 

completed to ensure that any funds involved are being held as required. If the number of pending transactions is 

such that Investigators cannot feasibly review all files, the Investigator will select a random assortment of files, 

based on the firm’s current volume. In these cases, the Principal Broker may be asked to provide a record of all 

pending transactions and monies being held for each. Investigators then review each selected file for the 

documentation required by regulation (i.e., agency representation agreements and disclosures, real estate sales 

contracts and addenda, documents acknowledgement forms, cash receipts and disbursements). Specific 

components of the required documents are inspected, and any omissions are noted. 

As for closed files, if volume is sufficient the Investigator will select a random assortment of files, based on the 

firm’s current volume. In other cases the Investigator may request the Principal Broker to help select the files to 

be reviewed. This may help ensure that files are selected that represent a more comprehensive review of 



Arkansas Real Estate Commission Overview, Policies and Procedures Page 6 

 

documents. Investigators then review each selected file for the documentation required by regulation (i.e., 

agency representation agreements and disclosures, real estate sales contracts and addenda, documents 

acknowledgement forms, cash receipts and disbursements, closing statements, broker instructions to closing 

agents) and perform a reconciliation of all funds received and disbursed by the broker. Specific components of 

the required documents are inspected, and any omissions are noted. 

If an investigator finds more than one error or issue in reviewing these pending or closed transaction files, they 

are required to pull an additional 5-10%, but no fewer than two, of the original number of files reviewed to 

determine whether a pattern of noncompliance may be present.  In those cases where there are multiple issues of 

noncompliance a follow-up visit will be scheduled or additional training can be provided or recommended. 

After the investigator has performed the necessary reviews, the broker will have an opportunity to ask questions 

regarding the law and regulations as well as possible next steps. The investigator will also provide any 

information that may be helpful to the broker such as the Agency Representation Brochure, 8 and 10 Quick 

Reference Guide, Consumer and Licensee Guide, Broker’s Self-Evaluation Guide and Trust Account Record 

Keeping Guide (www.arec.arkansas.gov/booklets). Following the office examination, a report of the findings of 

the office examination is provided to the Principal Broker of the firm. 

__________________________________________________________________________________________ 

COMPLIANCE POLICIES AND PROCEDURES: PROPERTY MANAGERS 

Property Management Oversight 

AREC does not require a separate license for those real estate brokers or salespersons who wish to perform 

property management activities; however, the law and regulations do address property management activities 

and certain requirements necessary for consumer protection.  

In 2014, the Commission promulgated a set of regulations targeted toward property management, specifically in 

the area of record keeping, in an effort to help licensees know how to keep sound records and hopefully avoid 

some of the more costly pitfalls the Commission has seen. In conjunction with the promulgation of these 

regulations, AREC began offering Property Management Workshops and continues to do so.  

 

Property Management Office Examinations 

In addition to the standard office examination policies and procedures, property management office 

examinations involve a detailed look at recordkeeping and management files. Investigators will select a random 

assortment of property management files, usually around 5-10% of the firm’s current volume but no fewer than 

five files. Investigators then review each file for the documentation required by regulation (i.e., property 

management agreements, lease agreements, agency representation disclosures, property owner ledgers, tenant 

ledgers, cash receipts, original vendor receipts for repairs or services and final accounting statements to 

owners). (See Appendix A)  

http://www.arec.arkansas.gov/booklets
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If an investigator finds more than one error or issue in reviewing these files, they are required to pull an 

additional 5-10%, but no fewer than two files to see if a pattern of noncompliance may be present. Specific 

components of the required documents are inspected, and any omissions are noted. Once the file review is 

complete, the investigator performs a review of the firm’s trust accounts as in a standard office examination. In 

those cases where there are multiple issues of noncompliance a follow-up visit will be scheduled or additional 

training can be provided or recommended. 

After the investigator has performed the necessary reviews, the broker will have an opportunity to ask questions 

regarding the law and regulations as well as possible next steps. The investigator will also provide any 

information that may be helpful to the broker such as the Agency Representation Brochure, 8 and 10 Quick 

Reference Guide, Consumer and Licensee Guide, Broker’s Self-Evaluation Guide and Trust Account Record 

Keeping Guide (www.arec.arkansas.gov/booklets). Following the office examination, a report of the findings of 

the office examination is provided to the Principal Broker of the firm. 

__________________________________________________________________________________________ 

COMPLIANCE POLICIES AND PROCEDURES: REAL ESTATE EDUCATION 

AREC Education Oversight  

In the 2013 legislative session, real estate education oversight was transferred from the State Board of Private 

Career Education to the Real Estate Commission. Our long-standing position on maintaining a collaborative 

relationship with real estate educators and emphasizing the importance of their role in acting as a conduit for the 

Commission’s communication with licensees was a major contributing factor to this change. AREC has long 

provided resources, funding and training in support of real estate education, beginning with the initial 

implementation of continuing education in 1988.  

 

School Visits 

As discussed in the previous section regarding office examinations, AREC avoids using the term “audit” in 

regard to performing on-site reviews of real estate schools or firms. For this reason, the real estate education 

equivalent of a broker’s office examination is referred to as a school visit.  

 

School Visit Policies and Procedures 

Many of the same policies and procedures apply to school visits as they do to office examinations. For example, 

school visits are typically triggered by a complaint or by potential issues observed by the Commission, most 

often through erroneous education reporting and/or lack of response for documents needed to maintain a school 

or instructor’s compliance with the law and regulations. Admittedly, AREC has yet to receive a request from an 

educator to perform a school visit, although we are frequently invited to attend and address their classes. While 

AREC may make brief appearances, staff is reluctant to involve themselves in an instructor capacity as 

Commission resources are not available to do so for all schools. As a matter of policy, school visits are 

conducted as workload allows or in the course of a complaint investigation.  

http://www.arec.arkansas.gov/booklets
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During a school visit, investigators may review student and class records, including but not limited to: 

registration forms, instructor and guest speaker rosters, attendance and sign-in sheets, course start and end dates, 

course titles and numbers and course locations. Investigators may also observe the school facility and 

classroom(s) for compliance with regulations. Investigators may also review school policies and interview with 

the Principal and Associate Instructors regarding school policies and procedures. (See Appendix B) 

As with real estate brokerage office examinations if an investigator finds more than one error or issue in 

reviewing education files, they are required to pull an additional 5-10% of the original number of files reviewed 

to determine whether a pattern of noncompliance may be present.   

At the conclusion of a school visit, the Principal and Associate Instructors will have the opportunity to meet 

with the Investigator to discuss questions or concerns they have. The Investigator will provide any information 

that may be helpful to the Principal Instructor and will send a follow-up report to the school with any issues 

noted that require corrective action. 

  

Because AREC considers educators to be a conduit for the Commission’s communication with licensees, we 

also seek to engage with educators regularly through email with announcements and newsletters regarding 

education issues, updates and upcoming deadlines. 

AREC has worked to develop a class monitoring plan to help instructors self-evaluate and hone their skills in 

the classroom. The AREC Education and Instruction Specialist visits classes and reviews the instructor and 

course based on a specific set of criteria. (See Appendix B) 

Additionally, AREC has recently begun surveying students regarding their education experiences in an effort to 

receive unfiltered responses from students regarding course quality and delivery, instructor organization, etc. A 

sample of the most recent responses can be found in Appendix C. 

 

APPENDICES 

Appendix A 

Office Visit Forms and Documents 

Appendix B 

School Monitoring Forms and Documents 

Appendix C 

Student Survey Samples 
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