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Overview of Trust Funds in Real Estate
Welcome to “Trust Fund Handling in California.” The objective of this course is 
to provide an in-depth understanding of trust funds, particularly in the context 
of real estate transactions in the state of California. Trust funds are financial 
assets or money held by a third party on behalf of the two parties engaged 
in a transaction. In real estate, brokers set up trust funds to keep the client’s 
funds safe until a real estate transaction is completed, or on an ongoing basis 
in the case of property management and rent collection.

Understanding the concept of trust funds, their management, and the 
legalities around them is of utmost importance to real estate brokers, as 
mismanagement of these funds can lead to severe legal consequences for the 
brokers and their clients. This course, therefore, serves as a guide for brokers 
to understand their responsibilities and liabilities when handling these funds.

When we talk about “trust funds” in real estate, we’re not discussing the big 
pots of money that wealthy folks might leave for their heirs. Instead, the real 
estate kind of “trust funds” are special bank accounts that real estate brokers 
or property managers use to keep their clients’ money safe. This could be 
cash for a down payment, rent collected on behalf of an owner, or a security 
deposit. It’s kept separate to make sure it’s only used for its intended purpose, 
like completing a property deal or handling repairs related to a rental property. 
It’s a professional way to handle someone else’s money. 

Those other “trust funds” are all about managing lots of assets (like cash, stocks, 
or property) to make an heir’s financial future more secure. So, while both 
involve managing money carefully, they’re used in very different situations!
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Importance of Trust Fund Handling

Effective handling of trust funds is critical in building and maintaining trust 
between brokers and their clients. Since these funds represent a substantial 
portion of a real estate transaction, how they are managed reflects the 
competence and integrity of a broker.

Furthermore, the California Department of Real Estate (DRE) has set stringent 
regulations regarding trust fund handling. It mandates brokers to adhere to 
specific rules and regulations while managing these funds to protect the 
interests of the involved parties. Failure to adhere to these rules can result in 
severe penalties, including license revocation, fines, or criminal charges.

With this course, we aim to equip brokers with the knowledge and skills 
required to manage trust funds effectively and in compliance with the 
regulations set by the DRE. We will delve deep into the legal requirements 
for receiving and handling trust funds, trust fund bank accounts, record 
keeping, the consequences of trust fund conversion, and specific guidelines 
for mortgage loan brokerage.

Stay tuned as we demystify the world of trust fund handling in real estate, 
one topic at a time. Please keep in mind that while we strive to provide the 
most accurate information, consulting with a legal advisor or professional is 
essential to understand the nuances and changes in laws and regulations that 
may occur over time.

Definition of Trust Funds

As we venture into the world of trust fund handling, the first step is understanding 
what trust funds are. In its simplest form, trust funds are any funds held by 
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one party (the trustee) for the benefit of another party (the beneficiary). In 
the context of real estate transactions in California, these funds could include 
deposits, rent, or other monies paid by a client (the beneficiary) that a real 
estate broker (the trustee) holds in trust until a transaction is complete.

It’s essential to note that while trust funds may seem similar to regular bank 
accounts, there is a significant difference: trust funds are not the broker’s 
property. Instead, the broker merely holds these funds on behalf of the client, 
bound by fiduciary duties to protect and properly manage them.

Use of Trust Funds in Real Estate Transactions

Trust funds are extensively used in real estate transactions to safeguard 
against fraud and financial misappropriation. They protect the client’s interests 
by ensuring their money is secure and only used for the intended purpose.

Real estate brokers typically use trust funds in various situations, including:

 z Holding a buyer’s earnest money deposit until a sale is finalized.

 z Collecting rent on behalf of a landlord in property management.

 z Securing funds for future property maintenance or repair in property 
management.

 z Conducting the escrow function connected to the sale of a property.

In all these scenarios, the broker is entrusted with significant sums of 
money, emphasizing the critical nature of proper trust fund management. 
Mismanaging these funds, intentionally or through negligence, can have 
serious consequences, including legal penalties and damage to the broker’s 
reputation.
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In this course, we will delve deeper into the handling of trust funds and explore 
more about the responsibilities and liabilities of this aspect of a real estate 
broker’s role.

As we move forward, it’s important to remember that all trust funds must be 
treated with integrity, professionalism, and attention to detail. It’s not just about 
meeting legal obligations; it’s about building trust with clients and fostering 
successful, long-term relationships in the real estate industry.
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Trust Funds vs. Non-Trust Funds
Key Differences

Understanding the distinction between trust and non-trust funds is a critical 
aspect of real estate brokerage in California. This section will discuss the key 
differences between these two categories of funds.

Trust funds, as already defined, are monies received by a broker on behalf of 
a client (the beneficiary), held in trust until certain conditions are met. These 
conditions could include completing a real estate transaction or a specific 
date agreed upon in a contract. Trust funds include earnest money deposits, 
rents, and advance fees.

Non-trust funds, on the other hand, are funds that belong directly to the broker. 
These can include the broker’s funds or any money received as payment for 
brokerage services. Non-trust funds are the broker’s property and can be used 
at the broker’s discretion.

Legal Distinctions

The legal distinction between trust and non-trust funds lies in the ownership 
of the funds. The broker holds trust funds but remains the property of the 
client. As such, the broker must legally protect these funds and use them 
solely for the client’s benefit.

Non-trust funds, however, are the broker’s property and are not subject to the 
same fiduciary duties. The broker can use non-trust funds freely as long as 
the use is lawful.
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It’s important to note that commingling trust and non-trust funds is strictly 
prohibited under California law. Commingling refers to mixing trust funds with 
non-trust funds, making it difficult to distinguish between the two. This practice 
can lead to misappropriation of funds (known as trust fund conversion) and is 
considered a serious offense, carrying significant penalties.

This section underscores the importance of understanding the differences 
between trust and non-trust funds in their nature and the associated legal 
obligations. Going forward, we’ll further delve into the requirements for 
handling trust funds and how to meet these legal obligations effectively.
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Trust Fund Handling Requirements
Legal Requirements

Real estate brokers and thier team must adhere to specific guidelines when 
handling trust funds. The California Department of Real Estate (DRE) sets these 
requirements to ensure the security and proper management of client funds.

Primarily, the law requires brokers to deposit trust funds into a trust account in 
a bank or recognized financial institution within three business days of receipt. 
These accounts should be separate from the broker’s personal or business 
accounts to prevent commingling and misuse of funds.

Additionally, any disbursements from the trust account must be made per 
the agreement under which the funds were received. In essence, the funds 
should be used solely for the purpose for which they were intended, and no 
unauthorized deductions or disbursements can be made.

Lastly, the law stipulates that brokers should maintain accurate and up-to-
date records of all trust fund transactions. These records should detail the 
source and nature of all funds received, the dates of deposits, and the names 
of the persons for whom the funds are held.

Brokerage Requirements

Beyond the legal requirements, it’s important to implement specific internal 
procedures within your brokerage to ensure effective trust fund handling.

Firstly, regular audits and reconciliations of trust accounts should be performed 
to verify records’ accuracy and detect any discrepancies or irregularities early.
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Secondly, brokers should establish clear lines of responsibility among their 
staff. Whoever handles trust funds should be adequately trained and aware of 
the legal obligations and potential consequences of improper handling.

Finally, in case of disputes or disagreements related to trust funds, brokers 
should have a dispute resolution procedure. This should include steps to 
identify and resolve issues effectively while ensuring compliance with legal 
requirements.

Proper handling of trust funds keeps brokers compliant with legal and 
regulatory requirements and establishes trust with clients, creating a solid 
foundation for successful business relationships. In the next chapter, we’ll 
explore identifying the owners of trust funds, another critical aspect of trust 
fund management.
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Identifying the owner (s) of the Funds
Steps to Identify Owners

In any trust fund scenario, correctly identifying the owner or owners of the 
funds is a paramount requirement. Misidentification could lead to several 
legal issues and misunderstandings between the parties involved. Here are 
the general steps that should be taken to identify the owners:

 z Review of Documentation: The initial identification typically occurs 
when receiving funds. Collect and review all relevant documents that 
specify the payer’s details, such as contracts, agreements, or payment 
instructions.

 z Record Keeping: Maintain precise records of each transaction, 
documenting the source and purpose of the funds, the date received, 
the person or entity from whom they were received, and the property 
involved.

 z Receipt Issuance: Issue a receipt upon receiving the funds. The receipt 
should include the name of the person or entity from whom the funds 
were received, the date, amount, and purpose of the transaction.

A broker needs to know the owner of the trust funds and who has the right to 
decide what to do with these funds. The person deciding what to do with the 
funds might sometimes differ from the person who initially gave the money to 
the broker or the sales agent.

Sometimes, the person who has the right to decide changes based on what 
happens during a deal. For instance, if someone offers to buy or rent a property 
or business, who gets the money from the person making the offer (the buyer 
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or potential renter) depends on whether the person receiving the offer (the 
seller or landlord) accepts it.

Before the offer is accepted, the money from the person making it is theirs, 
and the broker must handle it according to what they want. If the money is put 
into a trust fund bank account, it must stay there for the benefit of the person 
making the offer until it gets accepted. If the person making the offer wants, 
their check can be held by the broker without being cashed, as long as they 
provide written instructions for this and the person receiving the offer knows 
about this before or when the offer is presented.

Once the offer is accepted, the money is handled based on what both the 
person making the offer and the person receiving the offer want:

 z If a check from the person making the offer was held without being 
cashed by the broker before the offer was accepted, it can continue to 
be held without being cashed, but only if the person receiving the offer 
gives written permission.

 z The check from the person making the offer can only be given to the 
person receiving the offer if both agree to it in writing.

 z Any part of a deposit made by the person making the offer in a real 
estate sale cannot be returned by the seller’s agent unless the person 
receiving the offer gives written permission.

Legal Requirements for Identification

California law mandates that real estate brokers identify and record the 
owner of trust funds. Failure to do so may lead to penalties, including fines, 
suspension, or revocation of the broker’s license. The law also stipulates that 
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brokers must keep these records for at least three years.

Moreover, upon request, these records should be made available for inspection 
by the Department of Real Estate (DRE). In the event of an audit, having clear, 
well-maintained records that identify the owners of trust funds can save 
brokers from potential legal troubles.

Remember, correctly identifying the owner (s) of the funds is a fundamental 
responsibility in trust fund handling. It is the first step towards ensuring 
transparency, legality, and trust in real estate transactions. The following 
section will delve into the concept of advance fee trust funds and how they 
function within California’s broader scope of trust fund handling.
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Advance Fee Trust Funds
What Are Advance Fee Trust Funds?

In the context of real estate transactions, advance fees refer to any funds 
received by a broker from a client for services that are to be performed in the 
future. When these fees are received, they are placed into an Advance Fee 
Trust Fund until the agreed-upon services are rendered.

Examples of advance fee services include advertising properties for sale 
or  rental services.  It’s crucial to note that advance fees are not the broker’s 
earnings but represent a commitment towards a future service. As such, they 
carry with them a high level of fiduciary duty.

Handling of Advance Fee Trust Funds

When it comes to handling advance fee trust funds, brokers must adhere to 
specific requirements as outlined by the Department of Real Estate (DRE):

 z Approval: Before collecting advance fees, brokers must submit an 
Advance Fee Agreement to the DRE for approval. This agreement 
outlines the services to be provided, the amount of the fee, and the 
terms for refunding any unused portions.

 z Deposit and Withdrawal: Once received, advance fees must be 
deposited into a trust account within three business days. The funds can 
only be withdrawn as the broker earns them by performing the agreed-
upon services.

 z Accounting: Brokers must provide a detailed accounting to their 
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clients upon completing the services or upon the client’s request. This 
accounting should include the total amount collected, a description 
of the services rendered, the amount earned for each service, and any 
balance due to the client.

Record Keeping: Brokers must maintain accurate records of all advance fee 
transactions, including the source, date, and purpose of the funds, as well as 
any disbursements. These records should be kept for at least three years.

Proper handling of advance fee trust funds is essential for regulatory 
compliance and maintaining client transparency and trust. The following 
chapter will discuss the requirements for keeping records of trust fund 
transactions, a vital component of trust fund management.
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Record-Keeping Requirements
The Importance of Record Keeping

Record keeping is a fundamental aspect of handling trust funds. Proper 
documentation ensures compliance with legal regulations and provides a clear 
audit trail that can protect brokers in disputes or legal issues. Furthermore, 
comprehensive and accurate record-keeping can help maintain transparency 
and trust with clients, enhancing your reputation as a reliable and professional 
real estate broker.

Legal Requirements for Record Keeping

The California Department of Real Estate (DRE) imposes specific requirements 
for trust fund record keeping:

 z Receipts and Disbursements: Brokers must maintain detailed records 
of all trust fund receipts and disbursements, including the date, amount, 
source, and purpose of each transaction.

 z Client Ledgers: Separate client ledger records should be maintained for 
each client or transaction, indicating all amounts received and disbursed 
and the balance of the client’s funds in the trust account.

 z Bank Records: Copies of all bank statements, deposit slips, canceled 
checks, and other bank records related to the trust account must be 
kept.

 z Reconciliation Statements: Monthly or quarterly reconciliation 
statements should be prepared, comparing the balance of the trust 
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account according to the bank with the balance according to the broker’s 
records.

 z Records Retention: All trust fund records must be kept for at least three 
years from the final entry date.

Implementing Effective Record-Keeping Practices

While meeting the legal requirements is critical, brokers can take additional 
steps to ensure effective record-keeping:

 z Use of Record Keeping Software: Utilizing specialized software can 
automate many record-keeping tasks, improve accuracy, and make 
records easily accessible and searchable.

 z Regular Reviews and Audits: Frequent reviews of trust fund records can 
help quickly catch and correct any errors or irregularities.

 z Training: Ensure all trust fund staff are trained in proper record-keeping 
procedures.
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Disbursement Disclosure Requirements
Understanding Disbursement Disclosures

Disbursement disclosures form a vital cog in the machinery of trust fund 
management. They refer to notifying the involved parties about withdrawing 
or transferring funds from a trust account. These disclosures maintain 
transparency, enhance accountability, and ensure that all parties are informed 
about the status of their funds.

Legal Requirements for Disbursement Disclosures

California’s real estate regulations necessitate specific disclosure 
requirements when disbursements are made from a trust fund:

 z Recipient Notification: The broker must provide written notice to the 
disbursement recipient. This notice should detail the amount disbursed, 
the purpose, and the remaining balance in the trust fund.

 z Owner Notification: If a disbursement significantly affects the balance 
of a client’s funds in the trust account, the broker must also inform the 
client in writing. This notification should clearly explain the disbursement 
and its impact on the trust fund balance.

 z Documentation: All disbursement disclosures must be documented 
and maintained in the broker’s records. This includes copies of the 
notifications and any related correspondence.
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Best Practices for Disbursement Disclosures

Beyond legal obligations, brokers can follow certain best practices to ensure 
adequate disbursement disclosures:

 z Timely Communication: Promptness is key. Disbursements should 
be immediately communicated to all relevant parties to ensure 
understanding and clarity.

 z Clarity and Detail: The disclosure should be detailed and precise, 
providing a comprehensive understanding of the transaction, the reason 
for the disbursement, and its impact on the trust fund balance.

 z Open Communication Channels: Establish an open line of communication 
with your clients and encourage them to ask questions or raise concerns 
regarding any disbursement from the trust account.

 z Use of Technology: Consider using digital tools or software to automate 
the disbursement notification process and ensure prompt, accurate 
communication.

Disbursement disclosures are integral to trust fund handling, serving as a 
testament to your brokerage’s commitment to transparency and client service. 
The next chapter will navigate the legal requirements surrounding approving 
advance fee agreements.
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Approval of Advance Fee Agreement
Understanding the Advance Fee Agreement

The Advance Fee Agreement is a critical document in real estate transactions, 
serving as a contractual commitment between a broker and a client. This 
agreement outlines the services to be provided by the broker, the amount of 
the advance fee, and terms for refunding any unused portions of the fee.

The agreement safeguards both parties involved. It ensures clients know the 
services they are paying for in advance and provides brokers with a clear 
scope of work and payment terms.

Legal Requirements for Advance Fee Agreement 
Approval

California law sets forth specific steps that must be followed to obtain approval 
for an Advance Fee Agreement:

 z Submission to DRE: Before collecting advance fees, the broker 
must submit a copy of the Advance Fee Agreement to the California 
Department of Real Estate (DRE) for approval.

 z Required Information: The agreement must detail the services to be 
performed, the total fee amount, the form of payment, and the terms for 
refunding any unearned fee.

 z Waiting Period: After submission, the broker must wait for the DRE’s 
approval before collecting advance fees. It’s crucial to note that collecting 
advance fees without this approval is illegal.
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 z Record Keeping: A copy of the approved agreement and all 
documentation related to the advance fee (like receipts and ledgers) 
must be retained for at least three years.

Best Practices for Drafting an Advance Fee 
Agreement

While following the legal requirements is crucial, here are a few additional 
suggestions for creating an effective Advance Fee Agreement:

 z Clarity: Be clear and specific about the services to be provided and the 
fees to be charged. Avoid using jargon or complex language that could 
confuse the client.

 z Transparency: Be transparent about the terms for refunding any 
unearned portion of the fee. This helps build trust with the client and 
avoid disputes down the line.

 z Review: Have a lawyer review the agreement to ensure it’s legally sound 
and compliant with all relevant regulations.

By ensuring the proper approval of Advance Fee Agreements, you adhere to 
the ethical standards of real estate practice and foster a reliable relationship 
with your clients. In the following chapter, we’ll explore the topic of Trust Fund 
Bank Accounts, a critical component in the trust fund handling process.
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Trust Fund Bank Accounts
Definition and Purpose

A trust fund bank account is where brokers hold funds from clients or other 
third parties. This includes, but is not limited to, down payments, rents, repair 
and maintenance funds, and advance fees. The purpose of this account is to 
segregate clients’ funds from the broker’s personal or business funds, ensuring 
transparency, security, and proper management of these funds.

Legal Requirements for Trust Fund Bank Accounts

To establish and manage a trust fund bank account in California, brokers must 
adhere to several legal requirements:

 z Account Setup: The account must be set up at an FDIC-insured institution 
in the State of California and titled in such a manner as to indicate its 
trust fund status.

 z Notice to DRE: Upon opening the account, the broker must promptly 
notify the California Department of Real Estate (DRE) by completing and 
submitting the “Broker Trust Account Reporting” form.

 z Deposit of Funds: All trust funds received must be deposited into the 
trust account within three business days from receipt.

 z Record Keeping: Detailed records of all trust account transactions must 
be maintained. These should include bank statements, deposit slips, 
canceled checks, and reconciliation reports.

 z Fidelity Bonding: In case of handling substantial sums or if multiple 
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employees manage the trust funds, brokers are advised to obtain 
fidelity bond coverage to protect against potential losses due to fraud 
or dishonesty.

Effective Management of Trust Fund Bank Accounts

While the law provides basic guidelines, the efficient management of trust 
fund bank accounts also requires sound accounting practices:

 z Regular Reconciliation: Regular reconciliation of the bank account with 
your records can help spot any discrepancies or potential issues early.

 z Segregation of Duties: To prevent fraud or embezzlement, duties such 
as depositing funds, writing checks, and reconciling accounts should be 
performed by different individuals, if possible.

 z Use of Technology: Leveraging technology can streamline trust account 
management, increase accuracy, and save time. Many software platforms 
can automate tasks such as tracking deposits and disbursements, 
maintaining client ledgers, and generating reconciliation reports.

In the next chapter, we will delve deeper into the requirements regarding 
withdrawals from trust accounts, an aspect integral to maintaining trust fund 
integrity.
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Trust Account Withdrawals
The Significance of Trust Account Withdrawals

Trust account withdrawals, or disbursing funds from a trust account, require 
careful handling. A broker may withdraw funds for multiple reasons: to pay 
a vendor for services rendered on a client’s behalf, disburse commissions 
earned, or release funds to a client. Regardless of the reason, the process 
must adhere to the law and best practices to maintain the integrity of the trust 
account and avoid legal repercussions.

Legal Requirements for Trust Account Withdrawals

The California Real Estate Law and the Regulations of the Real Estate 
Commissioner provide specific rules for withdrawing funds from trust accounts:
Authorization: A broker may only withdraw funds for a purpose authorized by 
the owner of the funds. This could be based on a written agreement, like a 
property management agreement, or explicit instruction from the client.

 z Commissions: If a broker is withdrawing their commission from a 
transaction, they can only do so after the transaction has been completed 
or when the client has expressly approved it in writing.

 z Withdrawal Documentation: Each withdrawal should be supported by 
a written document, such as an invoice or a signed agreement detailing 
the purpose of the withdrawal.

 z Prohibition on Overdrawing: A broker must only withdraw funds from 
the trust account if they are currently held on behalf of the client. 
Overdrawing a client’s account, even temporarily, is a serious violation 
and can lead to disciplinary action.
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Best Practices for Managing Trust Account 
Withdrawals

In addition to these legal requirements, brokers should follow several best 
practices to ensure smooth and compliant trust account withdrawals:

 z Timely Reconciliation: Regularly reconcile the trust account with your 
records to ensure you have an accurate understanding of each client’s 
fund balance before withdrawing.

 z Clear Communication: When a significant withdrawal is made, inform 
the client promptly. Provide clear, detailed information about the reason 
for the withdrawal and its impact on the trust fund balance.

 z Risk Management: To minimize the risk of fraud or errors, adopt 
safeguards like dual control (requiring two people to authorize a 
withdrawal) and routine internal audits.

 z Use of Technology: Consider using trust account management software, 
which can automate withdrawal-related tasks, such as generating 
checks, recording transactions, and maintaining client ledgers.

Understanding and correctly implementing trust account withdrawal 
processes maintains compliance with the law and reinforces your commitment 
to managing client funds with integrity and professionalism. In the subsequent 
chapter, we will discuss interest-bearing trust accounts and how they can be 
utilized in real estate brokerage.

Interest-Bearing Trust Accounts

Usually, a trust fund account can’t earn interest. But, sometimes a broker can 
put trust funds into an account that earns interest. This can happen if the person 
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who owns the trust funds, or the main people involved in the transaction, ask 
the broker to do this.

But, there are rules in place to make sure this process is fair and transparent:

First, the account must be in the broker’s name, but as a trustee for a specific 
person (the beneficiary) or the main person involved in a specific transaction.

Second, all of the money in the account has to be insured by a federal 
government agency.

Third, the funds in the account must be kept separate from any money the 
broker owns or any other money the broker is holding in trust for other people.

Fourth, the broker has to share specific information with the person from 
whom the trust funds are received and any beneficiary who is known to the 
broker when the account is set up. This information includes details about the 
account, how the interest will be calculated and paid, any service charges, 
and any requirements or penalties for taking money out of the account.

Fifth, no interest earned on the money in the account can go to the broker or 
anyone licensed to the broker, even if the person who owns the funds would 
allow it.

Lastly, if the broker is handling trust funds for a property sale, lease, or loan 
that hasn’t been fully completed, the contract must specify who will get the 
interest earned on the funds.

In addition, if the broker is working as an agent for a financial institution that 
will benefit from a loan, the broker can put trust funds into an interest-bearing 
account under certain conditions. This can happen when the broker gets 



Page 27

TRUST FUND HANDLING 

ADHI SCHOOLS

money from a borrower to pay for future property taxes, assessments, or 
insurance on a one-to-four family residence.

Like the first situation, the account must be in the broker’s name as a trustee, 
all of the money in the account has to be insured by a federal government 
agency, all of the money in the account must be held in trust by the broker 
for others, and no interest earned on the money in the account can go to the 
broker or anyone licensed to the broker.

In this case, the broker also has to tell the borrower how the interest will be 
calculated and paid.

As with non-interest-bearing accounts, the broker must maintain meticulous 
records, including bank statements, deposit slips, and interest disbursement 
records.

Always ensure compliance with the Department of Real Estate (DRE) 
regulations, as missteps could result in disciplinary action, including fines, 
suspension, or revocation of the broker’s license.



Page 28

TRUST FUND HANDLING 

ADHI SCHOOLS

Com0mingling Prohibited
Understanding commingling

Commingling refers to the mixing of a client’s trust funds with the personal 
or business funds of the broker. It’s a practice strictly forbidden by real estate 
regulations in California, as it can create confusion, potential misappropriation 
of funds, and undermine the essential purpose of the trust account.

Legal Consequences of Commingling

The California Department of Real Estate (DRE) takes instances of commingling 
very seriously. Non-compliance with commingling rules can lead to severe 
disciplinary actions, including fines, suspension, or revocation of the broker’s 
license. Commingling can also be considered a breach of fiduciary duty, 
potentially leading to civil lawsuits and criminal charges.

Preventing Commingling: Best Practices

To avoid the risks associated with commingling, brokers should adhere to the 
following best practices:

 z Segregation of Funds: Maintain a strict separation between the trust 
account and personal or business accounts. All trust funds should be 
promptly deposited into the trust account and never into a personal or 
business account.

 z Regular Reconciliation: Regular account reconciliation can help identify 
and correct any inadvertent commingling. If a discrepancy is identified, 
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rectify it immediately and document the action taken.

 z Staff Training: Ensure all staff members handling trust funds understand 
the prohibition against commingling and the consequences of violation.

 z Strict Record-Keeping: Maintain detailed records for all transactions to 
provide a clear trail of funds, making identifying and resolving potential 
commingling issues easier.

By adhering to these practices and maintaining a strict separation of trust 
funds, you can uphold your fiduciary duties, maintain the integrity of your 
business, and ensure compliance with state regulations. The following 
chapter will explore the concept of trust fund liability and its role in real estate 
transactions.
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Trust Fund Liability
Understanding Trust Fund Liability

Trust fund liability refers to a broker’s legal and fiduciary obligation to manage 
and safeguard a client’s trust funds. As a broker, you are essentially a custodian 
for your client’s funds, and any failure to handle those funds appropriately 
can result in liability, potentially leading to legal, financial, and professional 
consequences.

Sources of Trust Fund Liability

Trust fund liability can arise from several scenarios, including:

 z Negligence: Negligence occurs when a broker fails to uphold their 
professional duty of care towards client funds. This could include failing 
to deposit funds promptly into a trust account, not maintaining accurate 
records, or incorrectly reconciling trust accounts.

 z Misappropriation or Conversion: Misappropriation or conversion 
involves the unauthorized use or diversion of trust funds for the broker’s 
use. This severe breach of fiduciary duty can lead to significant penalties.

 z Commingling: As discussed in the previous chapter, commingling 
personal or business funds with trust funds is strictly prohibited and can 
result in liability.

Consequences of Trust Fund Liability

The consequences of trust fund liability can be severe:
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 z Regulatory Action: The California Department of Real Estate (DRE) can 
impose fines, suspend or revoke a broker’s license, and require restitution 
of misused funds.

 z Legal Action: The client, or even third parties involved in a transaction, 
could sue the broker for breach of fiduciary duty, leading to potential 
civil damages and legal costs.

 z Criminal Charges: In extreme cases, such as misappropriation or fraud, 
brokers could face criminal charges, leading to fines and potential 
incarceration.

 z Reputation Damage: Trust fund liability issues can significantly harm a 
broker’s professional reputation, making attracting and retaining clients 
harder.

Trust fund mishandling can cause severe reputation damage to a broker 
or anyone managing financial assets. It refers to any act of misconduct, 
dishonesty, or negligence that results in the improper management or misuse 
of the funds entrusted to a broker.

The effects of this mishandling can manifest in a multitude of ways, all of 
which may severely tarnish a broker’s reputation:

1. Loss of Trust: When a broker mishandles trust fund assets, their clients 
will likely lose trust in their ability to effectively manage and protect 
their investments. Trust is a fundamental element of any broker-client 
relationship, and once broken, it can be challenging, if not impossible, 
to rebuild.

2. Legal Consequences: Trust fund mishandling is a serious legal issue. 
Brokers found guilty can face hefty fines, sanctions, or even imprisonment. 
These legal ramifications will often be a matter of public record, leading 
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to widespread knowledge of the broker’s indiscretions.

3. Professional Sanctions: Besides legal consequences, brokers may 
also face sanctions from professional bodies. This could involve losing 
professional licenses or certifications, barring the broker from practice. 
This affects their current job and future employment opportunities in the 
field.

4. Negative Media Coverage: In today’s digital age, news of misconduct or 
negligence spreads rapidly, further amplifying the impact on a broker’s 
reputation. Social media platforms and news outlets can extensively 
cover such events, making it harder for the broker to regain a positive 
professional image.

5. Client Attrition: Following trust fund mishandling, existing clients may 
withdraw their assets and sever ties with the broker. This leads to reduced 
income and possibly business closure.

6. Difficulty Attracting New Clients: A tarnished reputation makes it more 
challenging for brokers to attract new clients. Potential clients performing 
due diligence will likely uncover the broker’s past and opt to invest their 
money elsewhere.

In the brokerage business, reputation is crucial. A reputation for integrity, 
honesty, and competency can take years, even decades, to build, but can 
be lost instantly due to trust fund mishandling. Therefore, it’s paramount for 
brokers to adhere strictly to ethical and legal guidelines in managing their 
clients’ funds.

Mitigating Trust Fund Liability

The best way to mitigate trust fund liability is through meticulous compliance 
with legal and regulatory requirements and by adopting best practices:
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 z Maintain Separate Accounts: Always keep trust funds separate from 
personal or business funds.

 z Prompt Deposit: Deposit trust funds into the account promptly, following 
legal timelines.

 z Accurate Record Keeping: Keep detailed and accurate records of all 
trust fund transactions.

 z Regular Reconciliation: Regularly reconcile your trust account records 
with bank statements to ensure all funds are accounted for.

 z Ongoing Education: Stay updated on any changes in laws or regulations 
related to trust funds.

By understanding trust fund liability and following best practices, brokers can 
protect their clients, businesses, and themselves. The next chapter will explore 
maintaining trust account integrity to ensure a compliant and successful real 
estate practice.

Understanding Trust Account Integrity

Maintaining the integrity of a trust account is crucial in the real estate industry. 
This involves ensuring that the account is managed per legal and ethical 
guidelines, which serve a dual purpose.

Firstly, it’s about safeguarding the clients’ money. Trust accounts contain 
funds that clients have entrusted to a real estate broker. These funds might 
be for property purchases, security deposits, or other transactions related 
to real estate. If these funds are mishandled, clients can suffer significant 
financial losses. By managing the account strictly and adhering to the law 
and high ethical standards, brokers ensure that clients’ funds are secure, 
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well-documented, and used only for their intended purposes.

Secondly, following legal and ethical standards is a protective measure for the 
broker. Trust fund mismanagement can lead to severe repercussions, including 
regulatory penalties, legal action, and a loss of professional reputation. In 
extreme cases, disciplinary actions include fines, license suspension, or 
revocation. This can impact the broker’s current standing and their future 
ability to attract and retain clients.

Moreover, maintaining the trust account’s integrity also entails regular audits 
and reconciliations, which help promptly detect and rectify discrepancies 
or irregularities. This practice further protects the client’s interests and the 
broker’s reputation, ensuring transparency and trustworthiness in their 
business operations.

In conclusion, a trust account’s careful and ethical management is a 
fundamental aspect of a broker’s responsibilities. It builds client confidence 
and trust and provides a strong defense against potential legal complications 
and damage to the broker’s professional standing.

Compliance with Laws and Regulations

A deep understanding and strict adherence to the Real Estate Law and the 
Regulations of the Real Estate Commissioner is crucial. This includes timely 
deposit of funds, accurate record-keeping, proper handling of withdrawals, 
maintaining interest-bearing accounts, and avoiding commingling.

Having a deep understanding and strictly adhering to the Real Estate Law and 
the Regulations of the Real Estate Commissioner is incredibly important for 
many reasons.
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First and foremost, the real estate industry is regulated heavily. When these 
rules and laws aren’t followed, real estate professionals can face severe 
consequences, such as hefty fines, potential legal actions, or even the 
suspension or revocation of their licenses. Understanding and abiding by 
these laws helps professionals avoid such situations.

Also, proper handling of financial transactions like the timely deposit, avoiding 
commingling, maintaining interest-bearing accounts, and accurate record-
keeping are essential in maintaining client trust. When clients trust that their 
funds are in good hands, it adds to the credibility and reputation of the real 
estate company.

Moreover, avoiding the commingling of funds is also a financial protection 
measure. Mixing client funds with company funds can lead to financial 
confusion, misappropriation, or even loss or theft of client funds.

In addition, abiding by these standards also ensures smooth and efficient 
business operations. It reduces misunderstandings, conflicts, and the 
possibility of costly and time-consuming legal disputes, thus helping the 
company run more effectively.

Lastly, a commitment to legal compliance and high ethical standards can 
provide a competitive advantage in the real estate market. It can help a 
company stand out among competitors, attract more clients, and build long-
lasting, trusting client relationships.

Understanding and adhering to Real Estate Law and the Regulations of the 
Real Estate Commissioner is integral to protecting clients’ interests, maintaining 
a real estate business’s reputation, promoting operational efficiency, and 
ensuring overall success in the industry.
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Regular Reconciliation

Trust account reconciliation should be performed at least monthly. This 
involves comparing your record of transactions and balances (ledger) with 
the bank’s records to identify and rectify any discrepancies.

Performing trust account reconciliation at least monthly is an essential process 
for several reasons:

1. Detect Errors and Discrepancies: Even with automated systems, there 
can still be errors or discrepancies due to system glitches, transactional 
errors, timing differences, or even manual mistakes. Regular reconciliation 
allows these errors to be corrected early, reducing the potential for more 
significant issues.

2. Prevent Fraud or Misuse: Frequent reconciliation is a preventive 
measure against fraudulent activities or misuse of funds. If any unusual 
transactions or alterations are detected, they can be investigated and 
dealt with promptly.

3. Compliance with Legal and Regulatory Requirements: In many 
jurisdictions, performing regular reconciliation of trust accounts is a 
legal requirement. This ensures compliance with these regulations and 
helps avoid legal and financial penalties.

4. Ensure Accurate Financial Reporting: Regular reconciliation helps 
ensure the financial statements and reports are accurate and reliable. 
This is particularly important when reporting to clients, stakeholders, or 
regulatory bodies.

5. Maintain Client Trust: By reconciling accounts regularly, you reassure 
clients that their funds are being managed accurately and responsibly. 
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This transparency helps maintain trust and confidence, which are vital in 
a brokerage relationship.

6. Cash Flow Management: Regular reconciliation can help manage cash 
flow, ensuring the trust account has enough funds to cover liabilities. 
It also enables you to address any unexpected shortfalls or surpluses 
promptly.

7. Business Efficiency: Regular monthly reconciliation aids in identifying 
recurring issues that need addressing, such as persistent banking errors 
or systematic problems within your record-keeping system. Fixing these 
issues will lead to increased business efficiency.

While monthly trust account reconciliation may seem tedious, it is an essential 
practice in financial management. It can help to detect and prevent errors and 
fraud, ensure legal compliance, maintain client trust, manage cash flow, and 
improve overall business efficiency.

Robust Record-Keeping

Keep thorough records of all trust account transactions, including deposits, 
withdrawals, and reconciliations. These records should be easily accessible 
and stored securely.

Maintaining thorough and precise records of all trust account transactions is a 
vital practice for several reasons.

Firstly, it provides a clear financial picture. By meticulously recording all 
deposits, withdrawals, and reconciliations, you can have a comprehensive 
understanding of the flow of money in and out of the account. This information 
is essential to manage the account effectively and make informed decisions 
about its use.
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Secondly, these records are crucial for accountability. They can show at any 
given moment who has added or removed funds, thereby reducing the risk 
of unauthorized or incorrect transactions. This level of transparency not only 
increases trust between the broker and their clients but also can protect the 
broker in the event of any disputes or legal issues.

Thirdly, having accessible and securely stored records can streamline 
processes such as audits or investigations. It’s much easier to provide proof 
of proper fund management if all records are organized, easy to locate, and 
protected from loss or damage.

Lastly, maintaining precise records is part of a broker’s legal and ethical 
obligations. By keeping detailed  and accurate records, the broker demonstrates 
their commitment to abiding by real estate laws and regulations, which often 
require such documentation.

So, it’s not just a good business practice - it’s a necessary one for the legal, 
ethical, and effective management of a trust account.

Trust Account Withdrawls

Trust account withdrawals have some strict rules as outlined by Commissioner’s 
Regulation 2834. The rules indicate that only certain individuals are permitted 
to withdraw from the trust account, and they must have the appropriate 
authorization:

 z The broker, whose name is on the account, has the authority to make 
withdrawals.

 z If the account belongs to a corporate broker, the broker-officer appointed 
by the corporation can withdraw funds.
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 z A salesperson who works under the broker can also withdraw money, 
but only if they have a written agreement under Section 2726 and if the 
broker has given them written authorization.

 z An unlicensed employee of the broker can withdraw funds, but they need 
written permission from the broker who signs off on the trust account. 
This employee must also be covered by a fidelity bond. The bond should 
cover at least as much money as the employee could access at any 
given time.

However, it’s important to note that even if a person named in the third or 
fourth points is authorized to withdraw from the trust account, it doesn’t mean 
the broker is off the hook. The broker or broker-officer of a corporate broker still 
has legal responsibilities for the funds and can be held liable for how they’re 
handled. The broker’s duty to responsibly manage the trust funds remains the 
same.

Example:

Imagine  a real estate company, Sunshine Real Estate, run by a licensed broker 
named John. He has an unlicensed assistant, Sally, who helps him with various 
administrative tasks, including managing the trust account.

For Sally to be allowed to withdraw funds from the trust account, a few 
conditions must be met:

First, John, the broker who is the signatory of the trust account, must provide 
explicit written permission for Sally to make withdrawals from the account. 
This could be a formal document, signed and dated by John, stating that Sally 
is authorized to make withdrawals from the trust account.

Second, Sally needs to be covered by a fidelity bond. This bond serves as an 
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insurance policy for the company, protecting it from potential losses due to 
Sally’s actions. The value of the bond should be at least equal to the maximum 
amount of trust funds that Sally could access at any given time.

For example, if at any time Sally might have access to $100,000 from the trust 
account, the fidelity bond that covers her should be for at least $100,000. This 
ensures that if something were to go wrong, such as Sally making an error or 
even committing fraud, the financial impact on Sunshine Real Estate would be 
mitigated by the coverage provided by the fidelity bond.

Proper Staff Training

Ensure all staff members handling trust funds are well-trained and understand 
their responsibilities. This includes knowing the legal requirements and 
promptly identifying and responding to potential issues.

Ensuring that all staff members handling trust funds are well-trained and 
understand their responsibilities is crucial for the owner of a real estate 
company for several reasons:

1. Compliance with Laws and Regulations: Trust funds are heavily 
regulated. Violations of these regulations can lead to severe penalties, 
including fines, license suspension or revocation, and potential legal 
action. The knowledgeable staff can better adhere to these rules 
and regulations, helping to maintain compliance and avoid such 
consequences.

2. Prevent Mismanagement and Fraud: Well-trained staff are more likely 
to handle funds correctly, reducing the risk of errors, negligence, or fraud. 
They are also more likely to identify and report suspicious activities, 
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which can prevent potential misappropriation of funds.

3. Preserve Reputation: Mishandling of trust funds can lead to a loss of 
reputation. Negative news can spread quickly, leading to losing clients 
and difficulty attracting new ones. Ensuring staff are well-trained can 
prevent such mishandling and the resulting reputational damage.

4. Promote Efficiency: When staff are trained to handle trust funds properly, 
they can execute their tasks more efficiently, reducing the time and 
resources needed to correct mistakes.

5. Maintain Client Trust: Clients entrust their money to a real estate company 
expecting it to be appropriately managed. When staff understand and 
fulfill their responsibilities, it promotes client confidence and upholds 
the company’s credibility.

6. Risk Management: Knowledgeable staff who promptly identify and 
respond to potential issues are a key element of risk management. 
They can help avoid financial losses, legal problems, and other adverse 
outcomes of trust fund mismanagement.

Investing in staff training for trust fund handling is not just a matter of regulatory 
compliance; it’s also an intelligent business strategy. It helps the company 
maintain a positive reputation, retain clients, manage risks effectively, and 
operate efficiently.

Use of Trust Accounting Software

Consider using trust accounting software, which can automate many tasks, 
reduce the risk of human error, and simplify record-keeping and reconciliation.
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The Impact of Trust Account Integrity

Maintaining trust account integrity meets legal requirements and builds your 
reputation as a trustworthy and reliable broker. It assures your clients that 
their funds are safe and well-managed, which can lead to increased business 
and referrals. The following chapter will delve into the details of maintaining 
accounting records to ensure trust account integrity.
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Accounting Records
Introduction to Trust Fund Accounting

Trust fund accounting is the process of recording and managing the funds a real 
estate broker holds on behalf of clients. This crucial task ensures transparency, 
accountability, and legal compliance in all real estate transactions.

Required Trust Fund Accounting Records

In California, real estate brokers are required to maintain certain records 
related to trust fund handling:

 z Trust Fund Receipt Records: These are all funds received, showing the 
date, source, and purpose.

 z Deposit Slips: For each deposit, brokers must keep a copy of the deposit 
slip or bank receipt indicating the payer’s name, amount, and date of 
deposit.

 z Bank Statements: Brokers should keep a copy of all bank statements 
for trust accounts.

 z Ledger Cards or Sheets: These are records of all receipts and 
disbursements for each beneficiary or transaction, acting as a running 
balance of what is held in trust for each client.

 z Journal of Cash Receipts and Disbursements Book: This serves as a 
chronological record of all trust fund receipts and disbursements.

 z Reconciliation Statements: These records reconcile the broker’s trust 
fund liability with the trust account balance.
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Maintaining and Organizing Records

The California Department of Real Estate (DRE) requires brokers to maintain 
these records for three years. Here are some tips for maintaining and organizing 
these records effectively:

 z Record Promptly: Make entries into your accounting records promptly 
after a transaction to ensure accuracy.

 z Stay Organized: Use a filing system to quickly locate specific transactions 
or accounts. Trust accounting software can help with organization.

 z Secure Storage: Keep your records secure to prevent loss, theft, or 
damage.

 z Regular Review: Regularly review your records for accuracy and 
completeness.

Trust Accounting Software

Trust accounting software can automate much of the record-keeping process, 
reducing the likelihood of errors, simplifying the reconciliation process, and 
ensuring regulatory compliance. Some software even provides features such 
as generating reports, facilitating electronic payments, and providing alerts 
for unusual transactions.

Trust accounting software plays an essential role in financial management, 
helping to automate complex processes, reduce errors, and ensure regulatory 
compliance. When considering software for trust account management, 
several features are particularly valuable:
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1. Automated Reconciliation: This feature simplifies reconciliation by 
matching your transaction records with bank statements, quickly 
highlighting discrepancies.

2. Reporting Capabilities: Good software should generate comprehensive 
reports, including balance reports, transaction summaries, and regulatory 
reports. These reports should be customizable to meet the needs of 
your business and clients.

3. Audit Trails: An audit trail feature allows for tracking all activities within 
the system, including changes made to transactions or adjustments to 
balances. This is crucial for transparency and accountability and can be 
beneficial in case of an audit.

4. Alerts and Notifications: Software should be able to send alerts for 
unusual transactions or when accounts reach a certain threshold, 
ensuring that potential issues are identified and addressed promptly.

5. Electronic Payments and Receipts: The software should facilitate 
electronic payments and receipts, reducing manual data entry and 
minimizing errors.

6. User-Friendly Interface: The system should be intuitive and easy to 
navigate, reducing the learning curve and promoting efficient use.

7. Data Security: Given the sensitive nature of the data involved, robust 
security features are essential to protect against data breaches and 
cyber-attacks.

8. Compliance Tools: The software should have features designed to 
ensure compliance with regulatory requirements, such as preset trust 
accounting rules and automated generation of required compliance 
reports.
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9. Integration Capabilities: The software should integrate smoothly with 
other systems used in the business, such as CRM systems, banking 
software, or financial planning tools. This allows for streamlined workflows 
and greater efficiency.

Choosing the right software involves assessing these features against your 
firm’s needs. The factors to consider should include:

 z The size of your business and volume of transactions

 z The complexity of the trust accounts you manage

 z The regulatory environment in which you operate

 z The budget for such a system

 z The technical capacity of your team to run the software

In addition to these, the software provider’s reputation, customer support 
quality, and the experiences of other users in reviews and testimonials should 
also be taken into account. Before deciding, requesting a demo or trial period 
to understand the system’s capabilities is prudent entirely.

Handling trust funds is a critical responsibility of real estate brokers in 
California. From understanding the fundamental difference between trust 
and non-trust funds, to effectively managing advanced fee trust funds and 
ensuring appropriate handling and record-keeping, this guide has taken a 
comprehensive look at the many aspects of trust fund handling.

We have emphasized the importance of compliance with the regulations set 
forth by the California Department of Real Estate (DRE) and Business and 
Professions (B&P) Code. Each section has been designed to instill in you, 
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the reader, a deep understanding of the responsibilities and requirements 
associated with trust fund handling.

Furthermore, we have explored the area of mortgage loan brokerage, 
providing you with an in-depth understanding of the additional requirements, 
such as threshold reporting and impound/escrow accounts. This ensures 
you’re equipped to handle the complexities of trust fund management in this 
real estate area.

Finally, remember that trust fund handling is more than just compliance with 
rules and regulations. At its heart, it’s about building and maintaining client 
trust. It’s about assuring them that their funds, and therefore their interests, 
are being adequately managed. It’s about demonstrating professionalism, 
integrity, and commitment to their needs. This will not only help you to avoid 
regulatory and legal issues but will also contribute to the long-term success 
of your business.

Keep this guide handy as you navigate your career as a real estate licensee 
in California. Trust fund handling can be challenging but can be managed 
effectively and ethically with the proper knowledge and tools. Thank you for 
taking this journey through the intricacies of trust fund handling—best of luck 
in all your future real estate transactions.
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Glossary:
 

 z Advance Fee: A payment made before services are rendered, often 
required in various professions, including real estate, where professionals 
may request fees upfront before the full completion of a service.

 z Authorization: Formal permission or approval that empowers an agent 
or broker to perform actions on behalf of another party, typically required 
in writing for acts such as handling funds or making agreements.

 z Beneficiary: An individual or entity for whom a financial transaction or 
arrangement (such as a trust or life insurance policy) is made, and who 
will receive benefits under the arrangement.

 z Broker: A licensed individual or firm that acts as an intermediary between 
sellers and buyers of real estate, who negotiates the terms and conditions 
of transactions in return for a commission.

 z Commissioner’s Regulations: Specific rules and administrative codes 
established by the real estate commissioner of a state, providing detailed 
protocols for the operation of the real estate industry.

 z Commingling: The improper act of mixing client’s funds with an agent’s 
personal or business funds, which is illegal and against real estate 
regulations due to the risk of misappropriation.

 z Deposit: A sum of money given as part of a financial transaction, which 
may act as a security for the fulfillment of a contract or as part of a 
payment.

 z Escrow: A financial arrangement where a neutral third party holds and 
regulates the payment of funds required for two parties involved in a 
transaction, helping make transactions more secure.
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 z Ethics: Moral principles or values that govern the conduct of an individual 
or group, crucial in professions like real estate, where agents must act 
honestly and in the best interest of their clients.

 z FDIC: The Federal Deposit Insurance Corporation, an independent U.S. 
government agency that protects the customers of banks and savings 
associations against the loss of their deposits if the institution fails.

 z Fiduciary Responsibility: A legal obligation to act solely in another party’s 
interests, which may arise in relationships that involve trust, especially 
financial trust, like between a broker and client.

 z Financial Institution: An organization that conducts financial activities, 
such as accepting and safeguarding deposits, making loans, and 
providing investment products.

 z Interest-Bearing Account: A bank account that earns interest on the 
balance, allowing the account holder to benefit from deposited funds 
while they are stored in the account.

 z Insurance: A contractual arrangement that provides compensation for 
specific potential future losses in exchange for periodic payment, used 
in various fields, including real estate, to mitigate financial risk.

 z Liability: A legal obligation or responsibility to settle financial debts 
or compensate for a loss or damage, often arising out of contractual 
agreements or torts.

 z Neutral Escrow Depository: An impartial entity, often a bank or a title 
company, that holds something of value (usually funds) in trust for two 
or more parties involved in a transaction until certain conditions are met.

 z Offeror: The party who initiates a contractual agreement by making an 
offer, especially in real estate transactions, proposing certain terms in 
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the hope of entering into a contract.

 z Offeree: The individual or entity to whom an offer is made and who has 
the power to accept or reject the terms of the contract.

 z Principal: In real estate, the client who hires an agent (broker) to represent 
their interests in dealings with third parties, thereby establishing a 
fiduciary relationship with the agent.

 z Real Estate Law: The area of law that governs the various forms 
of ownership and tenancy in real property, including the rights and 
responsibilities of individuals and entities involved in real estate 
transactions.

 z Record-Keeping: The systematic procedure by which the financial 
transactions and obligations of a business or individual are recorded, 
classified, and summarized.

 z Regulations: Rules or directives maintained by an authority to regulate 
behavior, often created by a government agency according to policies 
set by the legislative body.

 z Reconciliation: An accounting process that compares two sets of 
records to ensure the figures are in agreement and accurate, often used 
for verifying the accuracy of financial information.

 z Salesperson: A person employed or engaged by a real estate broker 
to perform brokerage activities on behalf of or for the broker, operating 
under the broker’s supervision.

 z Transaction: Any action between two or more parties that establishes a 
legal obligation or agreement, including the process of buying, selling, 
or exchanging goods, services, or property.
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 z Trust Account: A special account where funds are held in trust, separate 
from a broker’s business or personal funds, ensuring they are used solely 
for client transactions and not for the broker’s personal use.

 z Trust Funds: Money or other assets that one party (trustee) holds for 
the benefit of another, governed by specific terms and conditions under 
which the funds can be used.

 z Written Permission: Consent that is documented in writing, providing 
a record of the agreement and typically required for actions that have 
significant legal or financial implications.




