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As part of  its efforts to protect the public and ensure fairness in the real 
estate industry, the California Department of  Real Estate (DRE) urges 
real estate professionals and consumers to be informed of  the most 

common violations of  the Real Estate Law that DRE acts against, along 
with practical guidance to help prevent violations. 

1. Trust Fund Account and Record 
Keeping Violations 

Trust fund handling and record-keeping are among the 
most common problem areas in real estate transactions. 
When brokers are responsible for holding and 
maintaining trust funds on behalf  of  others, improper 
handling can lead to significant penalties or even 
criminal charges. Common violations include 
commingling trust funds with business or personal funds, 
failing to reconcile trust accounts regularly, and not 
maintaining proper records for each transaction. 

Trust fund shortages can arise due to poor record-
keeping or improper handling of  client funds, such as 
commingling trust funds with business or personal funds. 

Relevant California Business & Professions 
Code & Regulations: 

Section 10145 - General statute governing trust 
fund handling. 
Regulation 2831 - Maintaining columnar records 
of  trust funds received. 

Additionally, brokers are required to deposit trust funds 
promptly and timely into the correct accounts—whether 
that be to the principal, a neutral depository (such as an 
escrow account), or directly into the trust account as 
stipulated by Business and Professions (B&P) Code 
Section 10145. Failure to follow these procedures can 
lead to serious penalties, including license suspension or 
revocation. 

https://dre.ca.gov/Publications/RealEstateLaw.html
https://dre.ca.gov/Publications/RealEstateLaw.html


Keep trust funds in separate accounts: 
Ensure all trust funds are deposited into a 
designated trust account (Regulation 
2832), separate from your personal or 
business funds. Never commingle client 
funds with personal accounts (Section 
10176(e)). 
Maintain detailed records: Follow 
Regulation 2831 and 2831.1 by keeping 
columnar records for each beneficiary 
and reconciling trust accounts monthly. 
Deposit funds promptly: Ensure that all 
trust funds are deposited immediately 
upon receipt, in accordance with BP 
Section 10145. Trust funds should be 
placed in either a designated trust 
account, escrow accounts, or directly to 
the principals (as appropriate). 
Avoid commingling: Never deposit trust 
funds into personal or business accounts. 
Always maintain separation between 
client trust funds and operating funds 
(Regulation 2832). 
Reconcile regularly: Conduct monthly 
reconciliations of  trust accounts to detect 
any discrepancies early on and avoid 
potential shortages. 

2. Failure to Supervise Violations 

Brokers must exercise reasonable supervision 
over the activities of  their salespeople and the 
operations of  any real estate corporation they 
are responsible for. Failing to supervise 
adequately can lead to violations and 
misconduct that affect both the public and the 
broker’s license. This includes neglecting to 
monitor licensed and unlicensed activities within 
the organization or allowing unqualified 
individuals to act without oversight. 

Relevant California Business & 
Professions Code & Regulations: 

Section 10159.2 - Officer responsibilities for 
the actions of  a corporation. 
Regulation 2725 - Broker’s responsibility to 
supervise employees and operations. 

Best Practice: 

Be an active supervisor: As a designated 
officer or broker, ensure consistent oversight 
of  all activities within your brokerage, 
including those of  salespersons (Section 
10159.2). 
Conduct regular reviews: Regularly check 
that all activities are compliant with real 
estate laws and maintain a strong system of 
checks and balances. 

3. Unlicensed Activity Violations 

Employing unlicensed individuals or entities to 
perform real estate activities that require a 
license is a serious violation. Brokers are 
responsible for ensuring that all individuals 
performing licensed activities are properly 
credentialed. This includes verifying that 
salespersons have active licenses and 
maintaining proper systems to track license 
renewals and continuing education requirements. 

Relevant California Business & 
Professions Code & Regulations: 

Section 10130 - Unlicensed activity 
prohibited. 
Section 10137 - Employment of  unlicensed 
individuals or salespersons. 

Best Practice: 

Verify licenses regularly: Double-check that 
all your employees, salespeople, and 
affiliated entities are fully licensed and their 
licenses are current (Section 10137). 
Track continuing education: Ensure your 
team satisfies all continuing education 
requirements to renew their licenses on time. 

4. Misrepresentation Violations 

Misrepresentations are false statements or 
the failure to disclose material facts in a real 
estate transaction. Misrepresentations can 
be intentional or accidental, but both can 
lead to severe penalties. Failing to provide 
accurate information or concealing key facts 
can result in harm to clients and legal 
consequences for the broker or salesperson. 

Relevant California Business & 
Professions Code & Regulations: 

Section 10176(a) - Making substantial 
misrepresentations in real estate 
transactions. 

Best Practice: 

Always verify your facts: Ensure 
everything you communicate about a 
property or transaction is accurate. Avoid 
making statements you cannot 
substantiate. 
Disclose everything material: When in 
doubt, disclose. If  something could 
affect a client’s decision, make sure it’s 
documented and communicated 
properly. 
Protect your integrity: Stay true to the 
facts and ensure that all your 
disclosures, whether verbal or written, 
are thorough and transparent. 

Prevent unlicensed activity: Never allow 
unlicensed individuals to perform tasks 
that require a license. Set up a system to 
verify credentials before permitting any 
real estate activity. 

Provide proper training and support: Set up 
educational programs for your staff  to ensure 
they understand their roles and 
responsibilities, and how to comply with 
regulations. 
Stay involved: Don’t just delegate the 
responsibility—take an active role in day-to-
day operations to maintain compliance and 
protect your business. 

Stay vigilant: Supervise trust fund handling 
closely, and when in doubt, seek 
professional assistance or training in trust 
fund management. 
Ensure compliance: Implement oversight 
procedures to prevent misuse or mistakes in 
handling trust funds, and stay updated on 
changes to trust fund laws. 

Regulation 2831.1 - Maintaining separate 
records for each beneficiary. 
Regulation 2832 - Handling trust funds 
and performing monthly reconciliation. 
Regulation 2832.1 - Addressing trust fund 
shortages. 
Regulation 2834 - Restrictions on 
unlicensed and unbonded signatories on 
a trust account. 

Best Practice: 
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6. Advertising, First Point of 
Contact, Team Names, and Use of 
Fictitious Business Names 
Violations 

Real estate professionals must adhere to strict 
regulations when advertising. This includes truth 
in advertising, disclosure of  license numbers, 
and using fictitious business names or team 
names properly. The use of  misleading 
advertising, or failing to register and disclose 
these names appropriately, can result in serious 
violations. Team names must be clearly 
associated with the broker, and advertisements 
must include necessary information for 
transparency. 

Relevant California Business & 
Professions Code & Regulations: 

Section 10140.6 - Advertising requirements 
for real estate licensees. 
Section 10159.5 - Requirements for using a 
fictitious business name. 
Regulation 2770 - Rules for advertising and 
disclosure of  license numbers. 
Regulation 2726 - Requirements for team 
names and how they must be presented to 
the public. 

Best Practice: 
Ensure truthful advertising: All ads must be 
clear, accurate, and contain your license 
number as required by law (Section 
10140.6). 
Review team names and fictitious business 
names: If  using a fictitious business name, 
ensure it’s properly registered and clearly 
associated with the broker’s identity 
(Regulation 2770, Section 10159.5). 
Ensure team names used by affiliated 
licensees qualify as a “team name” by 
meeting specified requirements (Section 
10159.7). 
Clarify team structures: Team names must 
clearly indicate the broker's affiliation, 
ensuring no confusion arises that could 
mislead consumers (Regulation 2726). 
Follow specific disclosure requirements: 
Always disclose your license number and 
broker affiliation in all advertising materials. 

Key Takeaways for Avoiding 
Violations 

Educate yourself  and your team: 
Knowledge of  real estate laws and 
regulations is essential. Regular training 
and professional development can help 
avoid violations. 
Implement strong systems: Establish clear 
office procedures for record-keeping, 
supervision, and compliance checks. 
Stay transparent: Disclose all required 
information to avoid liability and protect 
your reputation. 
Be proactive: Address potential issues 
before they become violations by ensuring 
you have the right procedures, systems, 
and oversight in place. 

Report to DRE any convictions, criminal 
complaint, information, or indictment 
charging a felony or disciplinary action within 
30 days. 

Submit Form RE 238: To report any such 
convictions, criminal complaints, 
indictments, and disciplinary action to 
DRE, licensees can submit a Form RE 
238. 
If  you have been convicted or have 
pending criminal charges, report it to 
DRE when renewing your license. 

Best Practice: 

5. Criminal Conviction Violations 

Pursuant to Business and Professions (B&P) 
Code Section 10186.2, a licensee is required to 
report to the DRE in writing within 30 days from 
the date of  any conviction, criminal complaint, 
information or indictment charging a felony, or 
disciplinary action. Failure to make a report 
required by this section shall constitute a cause 
for discipline. 

Relevant California Business & 
Professions Code & Regulations: 

Section 10186.2 – Indictment, Conviction, 
and Disciplinary Action Requirements. 
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 		Serial		Page No.		Element Path		Checkpoint Name		Test Name		Status		Reason		Comments

		1						Document		Valid Document element		Passed		Document element passed.		

		2						Headings		No nested Headings		Passed		Heading tags are not nested inside one another.		

		3						Link Annotations		Link Annotations - Valid Tagging		Passed		All tagged Link annotations are tagged in Link tags.		

		4						Link Annotations		Link Destination		Passed		All Link destinations are valid		

		5						Links		Includes Link Annotation		Passed		All Link tags contain at least one Link annotation.		

		6						List		Valid Children		Passed		All List elements passed.		

		7						List Item		LI - Valid Parent		Passed		All List Items passed.		

		8						List Item		LBody - Valid Parent		Passed		All LBody elements passed.		

		9						List Item		Lbl - Valid Parent		Passed		All Lbl elements passed.		

		10						Structural Issues		Alternate Text with no content		Passed		All tags with Alternate, Actual or Expansion Text have content associated with them.		

		11						Structural Issues		Empty Tags		Passed		No empty tags were detected in document.		

		12						Form Annotations		Form Annotations - Valid Tagging		Not Applicable		No Form Annotations were detected in this document.		

		13						Other Annotations		Other Annotations - Valid Tagging		Not Applicable		No Annotations (other than Links and Widgets) were detected in this document.		

		14						RP, RT and RB		RP, RT and RB - Valid Parent		Not Applicable		No RP, RB or RT elements were detected in this document.		

		15						Ruby		Valid Children		Not Applicable		No Ruby elements were detected in this document.		

		16						Table		Valid Children		Not Applicable		No Table elements were detected in this document.		

		17						Table		Regularity		Not Applicable		No tables were detected in this document.		

		18						Table Cells		TD - Valid Parent		Not Applicable		No Table Data Cell or Header Cell elements were detected in this document.		

		19						Table Rows		Parent and children are valid		Not Applicable		No Table Row elements were detected in this document.		

		20						THead, TBody and TFoot		Parent and children are valid		Not Applicable		No THead, TFoot, or TBody elements were detected in this document.		

		21						TOC		Valid Children		Not Applicable		No TOC elements were detected in this document.		

		22						TOCI		Valid Parent and Children		Not Applicable		No TOCI elements were detected in this document.		

		23						Warichu		Warichu		Not Applicable		No Warichu elements were detected in this document.		

		24						WT and WP		WT and WP - Valid Parent		Not Applicable		No WP or WT elements were detected in the document		
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 		Serial		Page No.		Element Path		Checkpoint Name		Test Name		Status		Reason		Comments

		1		1		Tags->0->1		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Figures		Passed		Please verify that Alt of "California Department of Real Estate logo" is appropriate for the highlighted element.		Verification result set by user.

		2		1,2,3		Tags->0->7->1->0->0,Tags->0->7->2->0,Tags->0->13->1->0->0,Tags->0->13->2->0,Tags->0->19->1->0->0,Tags->0->19->2->0,Tags->0->25->1->0->0,Tags->0->25->2->0,Tags->0->31->1->0->0,Tags->0->31->2->0,Tags->0->37->1->0->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Passed		Please verify that Alt of "Relevant California Business & Professions Code & Regulations" is appropriate for the highlighted element.		Verification result set by user.

		3		1,2,3		Tags->0->7->1->0->0->0,Tags->0->7->2->0->0,Tags->0->13->1->0->0->0,Tags->0->13->2->0->0,Tags->0->19->1->0->0->0,Tags->0->19->2->0->0,Tags->0->25->1->0->0->0,Tags->0->25->2->0->0,Tags->0->31->1->0->0->0,Tags->0->31->2->0->0,Tags->0->37->1->0->0->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Passed		Link Annotation doesn't define the Contents attribute.		Verification result set by user.

		4		3		Tags->0->34->0->1->1->0->1->0->0->0,Tags->0->37->2->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Passed		Parent tag of Link annotation doesn't define the Alt attribute.		Verification result set by user.

		5		3		Tags->0->34->0->1->1->0->1->0->0->0->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Passed		Please verify that Contents of "Submit Form RE 238:" is appropriate for the highlighted element.		Verification result set by user.

		6		3		Tags->0->37->2->0->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Passed		Please verify that Contents of "Relevant California Business & Professions Code & Regulations" is appropriate for the highlighted element.		Verification result set by user.

		7						Guideline 1.3 Create content that can be presented in different ways		Lbl - Valid Parent		Passed		All Lbl elements passed.		

		8						Guideline 1.3 Create content that can be presented in different ways		LBody - Valid Parent		Passed		All LBody elements passed.		

		9						Guideline 1.3 Create content that can be presented in different ways		Link Annotations		Passed		All tagged Link annotations are tagged in Link tags.		

		10						Guideline 1.3 Create content that can be presented in different ways		Links		Passed		All Link tags contain at least one Link annotation.		

		11						Guideline 1.3 Create content that can be presented in different ways		List Item		Passed		All List Items passed.		

		12						Guideline 1.3 Create content that can be presented in different ways		List		Passed		All List elements passed.		

		13						Guideline 1.3 Create content that can be presented in different ways		Heading Levels		Passed		All Headings are nested correctly		

		14						Guideline 1.3 Create content that can be presented in different ways		ListNumbering		Passed		All List elements passed.		

		15						Guideline 1.3 Create content that can be presented in different ways		Meaningful Sequence		Passed		CommonLook created 1 artifacts to hold untagged text/graphical elements.		Verification result set by user.

		16						Guideline 1.3 Create content that can be presented in different ways		Tabs Key		Passed		All pages that contain annotations have tabbing order set to follow the logical structure.		

		17						Guideline 1.3 Create content that can be presented in different ways		Tagged Document		Passed		Tags have been added to this document.		

		18				Doc		Guideline 1.4 Make it easier for users to see and hear content including separating foreground from background.		Format, layout and color		Passed		Make sure that no information is conveyed by contrast, color, format or layout, or some combination thereof while the content is not tagged to reflect all meaning conveyed by the use of contrast, color, format or layout, or some combination thereof.		Verification result set by user.

		19				Doc		Guideline 1.4 Make it easier for users to see and hear content including separating foreground from background.		Minimum Contrast		Passed		Please ensure that the visual presentation of text and images of text has a contrast ratio of at least 4.5:1, except for Large text and images of large-scale text where it should have a contrast ratio of at least 3:1, or incidental content or logos

		Verification result set by user.

		20						Guideline 2.1 Make all functionality operable via a keyboard interface		Server-side image maps		Passed		No Server-side image maps were detected in this document (Links with IsMap set to true).		

		21						Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Headings defined		Passed		Headings have been defined for this document.		

		22				Doc		Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Outlines (Bookmarks)		Passed		Number of headings and bookmarks do not match.		Verification result set by user.

		23		1		Tags->0->0		Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Outlines (Bookmarks)		Passed		Heading text and bookmark text do not match.		Verification result set by user.

		24				MetaData		Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Metadata - Title and Viewer Preferences		Passed		Please verify that a document title of Most Common Enforcement Violations- Licensee Brochure is appropriate for this document.		Verification result set by user.

		25				MetaData		Guideline 3.1 Make text content readable and understandable.		Language specified		Passed		Please ensure that the specified language (en) is appropriate for the document.		Verification result set by user.

		26				Pages->0		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Passed		Page 1 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		Verification result set by user.

		27				Pages->1		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Passed		Page 2 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		Verification result set by user.

		28				Pages->2		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Passed		Page 3 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		Verification result set by user.

		29						Guideline 3.2 Make Web pages appear and operate in predictable ways		Change of context		Passed		No actions are triggered when any element receives focus		

		30						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Formulas		Not Applicable		No Formula tags were detected in this document.		

		31						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Forms		Not Applicable		No Form Fields were detected in this document.		

		32						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Other Annotations		Not Applicable		No other annotations were detected in this document.		

		33						Guideline 1.2 Provide synchronized alternatives for multimedia.		Captions 		Not Applicable		No multimedia elements were detected in this document.		

		34						Guideline 1.3 Create content that can be presented in different ways		Form Annotations - Valid Tagging		Not Applicable		No Form Annotations were detected in this document.		

		35						Guideline 1.3 Create content that can be presented in different ways		Other Annotations - Valid Tagging		Not Applicable		No Annotations (other than Links and Widgets) were detected in this document.		

		36						Guideline 1.3 Create content that can be presented in different ways		RP, RT and RB - Valid Parent		Not Applicable		No RP, RB or RT elements were detected in this document.		

		37						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - Ruby		Not Applicable		No Ruby elements were detected in this document.		

		38						Guideline 1.3 Create content that can be presented in different ways		Table Cells		Not Applicable		No Table Data Cell or Header Cell elements were detected in this document.		

		39						Guideline 1.3 Create content that can be presented in different ways		THead, TBody and TFoot		Not Applicable		No THead, TFoot, or TBody elements were detected in this document.		

		40						Guideline 1.3 Create content that can be presented in different ways		Table Rows		Not Applicable		No Table Row elements were detected in this document.		

		41						Guideline 1.3 Create content that can be presented in different ways		Table		Not Applicable		No Table elements were detected in this document.		

		42						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - Warichu		Not Applicable		No Warichu elements were detected in this document.		

		43						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - WT and WP		Not Applicable		No WP or WT elements were detected in the document		

		44						Guideline 1.3 Create content that can be presented in different ways		Header Cells		Not Applicable		No tables were detected in this document.		

		45						Guideline 1.3 Create content that can be presented in different ways		Summary attribute		Not Applicable		No Table elements were detected in the document.		

		46						Guideline 1.3 Create content that can be presented in different ways		Scope attribute		Not Applicable		No TH elements were detected in this document.		

		47						Guideline 1.3 Create content that can be presented in different ways		Article Threads		Not Applicable		No Article threads were detected in the document		

		48						Guideline 1.4 Make it easier for users to see and hear content including separating foreground from background.		Images of text - OCR		Not Applicable		No raster-based images were detected in this document.		

		49						Guideline 2.2 Provide users enough time to read and use content		Timing Adjustable		Not Applicable		No elements that could require a timed response found in this document.		

		50						Guideline 2.3 Do not design content in a way that is known to cause seizures		Three Flashes or Below Threshold		Not Applicable		No elements that could cause flicker were detected in this document.		

		51						Guideline 3.3 Help users avoid and correct mistakes		Required fields		Not Applicable		No Form Fields were detected in this document.		

		52						Guideline 3.3 Help users avoid and correct mistakes		Form fields value validation		Not Applicable		No form fields that may require validation detected in this document.		

		53						Guideline 4.1 Maximize compatibility with current and future user agents, including assistive technologies		4.1.2 Name, Role, Value		Not Applicable		No user interface components were detected in this document.		
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