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(b) Lending a broker's license for the benefit of another 
person, firm or corporation shall be construed as including 
any arrangement whereby a broker fails to personally over-
see and direct the operations of the business of which he or 
she is licensed as broker of record or employing broker. 
For the purposes of this section, personal oversight and 
direction of the business shall be construed as requiring the 
broker to be physically present in the main office or branch 
office locations of the business at least one day each week 
(excluding vacations and emergencies). Communication via 
telephone and/or mail alone for an extended period of time 
may be considered by the Commission as evidence of pro-
hibited license lending. 

(c) Nothing in this section shall be construed to limit a 
broker's responsibility to insure the adequate supervision of 
all offices in accordance with the requirements of N.J.A.C. 
11:5-4.4 and 4.5. 

As amended, R.1982 d.101, effective April 5, 1982. 
See: 13 N.J.R. 302(b), 14 N.J.R. 345(b). 

Deleted existing text of (b) and added new (b) through (b )2. 
As amended, R.1983 d.471, effective November 7, 1983. 
See: 15 N.J.R. 1343(a), 15 N.J.R. 1865(c). 
Amended by R.1989 d.426, effective August 21, 1989 (operative No-

vember 19, 1989). 
See: 20 N.J.R. 2184(a), 20 N.J.R. 3019(a), 21 N.J.R. 1311(a), 21 N.J.R. 

2522(a). 
Established the minimum amount of personal contact which brokers 

must maintain with their offices and salespeople, deleted (b) and added 
new (b) and (c). 
Amended by R.1998 d.497, effective October 5, 1998. 
See: 30 N.J.R. 2333(a), 30 N.J.R. 3646(a). 

In (c), changed N.J.AC. references. 

11:5-4.4 Maintained offices 
(a) Every resident real estate broker not licensed as a 

broker-salesperson shall maintain a main office for the 
transaction of business in the State of New Jersey, which 
shall be open to the public during usual business hours. 
This main office and the activities of the licensees working 
from it shall be under the direct supervision of either the 
broker himself or herself, or of a person licensed as a 
broker-salesperson. Such supervision shall be maintained 
on a full time basis. Maintaining full-time supervision shall 
not be construed as requiring the person performing the 
supervisory functions to be present at the office location 
continuously during usual business hours. However, the 
person performing the supervisory functions shall provide 
sufficient information so as to allow the personnel at the 
main office to make communication with that person at all 
times. Further, the licensee supervising · the main office 
shall be so employed on a full-time basis and, when not 
required to be away from the office for reasons related to 
the business of the office, shall be physically present at that 
office during usual business hours at least five days per 
calendar week ( excluding vacations and emergencies) and 
shall not be otherwise employed during such time. 

1. In the event the main office of a broker is under the 
direct supervision of a broker-salesperson, the broker who 
maintains such a main office shall be ultimately responsi-
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ble for all activities conducted by licensees and employ-
ees. Such a broker shall also provide sufficient informa-
tion to the personnel at such offices so as to allow them 
to make communication with such broker at all times. 
Nothing in this section shall be construed to limit a 
broker's responsibility to comply with the requirements of 
N.J.A.C. 11:5-4.3; 

(b) If such office is located in a residence, it shall be 
independent of living quarters and shall have a separate 
exterior entrance plainly visible from the street upon which 
the licensed premises shall have frontage. This subsection 
shall not apply to offices in existence prior to December 1, 
1963. 

(c) No broker's maintained place or places of business 
shall be in the dwelling premises of any salesperson in that 
broker's employ. 

( d) Sole proprietor employing brokers and persons li-
censed as a broker of record for a licensed entity are 
responsible to supervise, track and oversee the brokerage 
activity of persons licensed under their authority regardless 
of where such activity takes place. 

As amended, R.1983 d.471, effective November 7, 1983. 
See: 15 N.J.R. 1343(a), 15 N.J.R. 1865(c). 

"Salesman" replaced by "salesperson". 
Amended by R.1989 d.427, effective August 21, 1989 (operative No-

vember 19, 1989). 
See: 20 N.J.R. 1160(a), 21 N.J.R. 1312(b), 21 N.J.R. 2523(a). 

Clarification obligation of brokers of record to supervise their main 
office on a full time basis and unusual business hours, added to (a) and 
new (a)l. 
Amended by R.1998 d.246, effective May 18, 1998. 
See: 30 N.J.R. 278(a), 30 N.J.R. 1827(a). 

Inserted a new (d). 
Amended by R.1998 d.497, effective October 5, 1998. 
See: 30 N.J.R. 2333(a), 30 N.J.R. 3646(a). 

In (a)l, changed N.J.A.C. reference. 

Case Notes 
Regulation of the New Jersey real estate commission which states 

holders of reciprocal licenses for non-resident brokers are not permit-
ted to maintain offices in New Jersey is invalid as there is no statutory 
prohibition on the maintenance of a branch office by a reciprocally 
licensed non-resident broker in New Jersey which is under the direct, 
full-time supervision of a competent New Jersey licensee. Atty.Gen. 
F.O.1977, No. 14. 

11:5-4.5 Branch office compliance with N.J.A.C. 11:5-4.4 
(Maintained offices) 

(a) In the event a real estate broker maintains a branch 
office or offices, every such place of business shall comply 
with the provisions of N.J.A.C. 11:5-4.4 (Maintained of-
fices). 

(b) No license shall be issued for a branch office situated 
in the dwelling premises of a salesperson or broker-salesper-
son. 

(c) Any branch office shall be under the direct supervi-
sion of a licensed broker employed as a broker salesperson 
by the broker maintaining the branch office. 
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(d) Such individual shall devote his or her full time to 
management of said office during the usual business hours. 

( e) The name of the individual responsible for the super-
vision of the branch office shall be recorded at all times with 
the Commission. 

(f) When a branch office license is issued to a broker it 
shall specifically set forth the name of the broker and the 
address of the branch office, and shall be conspicuously 
displayed at all times in the branch office. The branch 
office shall also prominently display the name of the broker-
salesperson licensee in charge as "office supervisor" and the 
names of ~11 other broker-salespersons and the salespersons 
doing busir· ess at that branch office. 

(g) The said branch office license shall be returned for 
cancellation or correction upon the change of an "office 
supervisor". 

As amended, R.1983 d.471, effective November 7, 1983. 
See: 15 N.J.R. 1343(a), 15 N.J.R. 1865(c). 

Correct N.J.A.C. citations added. 
Amended by R.1985 d.187, effective April 15, 1985. 
See: 16 N.J.R. 2228(a), 17 N.J.R. 970(a). 

(f): Substantially amended. 
Amended by R.1989 d.428, effective August 21, 1989 (operative Febru-

ary 21, 1990). 
See: 21 N.J.R. 1313(a), 21 N.J.R. 2523(a). 

Required that branch offices be supervised by broker-salespersons. 
Amended by R.1995 d.23, effective January 17, 1995. 
See: 26 N.J.R. 3111(a), 27 N.J.R. 370(a). 
Amended by R.1998 d.497, effective October 5, 1998. 
See: 30 N.J.R. 2333(a), 30 N.J.R. 3646(a). 

In (a), changed the N.J.A.C. reference and deleted "of this subchap-
ter" from the end. 

Case Notes 
Regulation of the New Jersey real estate commission which states 

holders of reciprocal licenses for non-resident brokers are not permit-
ted to maintain offices in New Jersey is invalid as there is no statutory 
prohibition on the maintenance of a branch office by a reciprocally 
licensed non-resident broker in New Jersey which is under the direct, 
full-time supervision of a competent New Jersey licensee. Atty.Gen. 
F.O.1977, No. 14. 

SUBCHAPTER 5. TRUST ACCOUNTS/RECORDS 
OF BROKERAGE ACTIVITY 

11:5-5.1 Special accounts for funds of others; 
commingling 

(a) Every resident real estate broker shall establish and 
maintain, in an authorized financial institution in New Jer-
sey, and every reciprocally licensed Real Estate broker shall 
establish and maintain in an authorized financial institution 
in New Jersey or the State wherein he has a resident real 
estate broker's license, a special account or special accounts, 
separate and apart from other business or personal ac-
counts, for the deposit of all moneys or others received by 
the broker acting in said capacity, or as escrow agent, or as 
temporary custodian, in a real estate transaction. 
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(b) Every real estate broker shall file with the broker's 
application for licensure or license renewal an affidavit or 
certificate setting forth the name or names of the financial 
institution or institutions where said special account or 
accounts have been established and shall identify any and all 
account numbers. Any change in an existing account or the 
establishment of any new account shall be immediately 
reported to the Real Estate Commission in the form of an 
affidavit or certification. 

(c) In construing N.J.S.A. 45:15-17(0), the following shall 
be considered to constitute commingling by a licensee: 

1. Mingling the money of his principals with his own; 

2. Failure to maintain and deposit promptly in a special 
account in an authorized financial institution, separate 
and apart from personal or other business accounts, all 
moneys received by a real estate broker acting in said 
capacity, or as escrow agent, or as the temporary custodi-
an of the funds of others in a real estate transaction; or 

3. Failure to promptly segregate any moneys received 
which are to be held for the benefit of others. 

( d) Where the nature of a given real estate transaction is 
such that the commissions earned by a broker in connection 
with services rendered in said transaction are included 
among the funds deposited to the broker's trust account, the 
portion of such funds deposited to the broker's trust account 
which constitute the br~ker's commission shall be promptly 
paid from the trust account, with appropriate annotations to 
the broker's business records to indicate the amount and 
source of such commissions; provided, however, that such 
broker shall have been previously authorized to make such 
disbursement. 

( e) Within the meaning of this section, the word "prompt-
ly" means not more than five business days next following 
the receipt of the money or property of another. However, 
where monies are received by a licensee as provided in ( c )2 
above as a good faith or earnest money deposit accompany-
ing an offer to buy or lease property, if during the five 
business day period next following the date of the licensee's 
receipt of those funds the offer is withdrawn prior to 
acceptance by the offeree or is rejected with no counteroffer 
made by the offeree, the licensee need not deposit those 
funds into an escrow or trust account but may, upon the 
request of the offerer, return them in the same form in 
which they were received to the offerer. In all other cases, 
the licensee must deposit such monies within five business 
days of receipt. Examples of such cases include transactions 
where negotiations are ongoing, or if a contract or lease is 
being reviewed by an attorney, or if subsequently to the 
rejection of an offer the offerer has requested the licensee 
to retain the monies in the event that the offerer determines 
to submit another offer on the same or a different property. 
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(f) The maintenance of clearly nominal amounts of the 
licensee's funds in trust accounts solely to provide continuity 
in such account or to meet bank service charges shall not be 
construed to be commingling. 

(g) Where any law or governmental regulation compels 
maintenance of a fixed amount of the funds of a licensee is 
a trust account for the purpose of providing a safety factor, 
the maintenance of such fixed amount shall not be con-
strued to be commingling. 

(h) Every person licensed as a broker of record or as a 
sole proprietor broker shall be a signatory on the escrow or 
trust account(s) of their brokerage firm. Only individuals 
who are actively licensed by the Commission as a real estate 
broker-salesperson or salesperson may be additional signa-
tories on escrow or trust accounts. 

As amended, R.1982 .d.101, effective April 5, 1982. 
See: 13 N.J.R. 302(b), 14 N.J.R. 345(b). 

New (a) and (b) added, (c) marked "Reserved"; old (a)-(e) mun-
bered as ( d)-(h). 
As amended, R.1983 d.471, effective November 7, 1983. 
See: 15 N.J.R. 1343(a), 15 N.J.R. 1865(c). 

Subsections (d) through (h) recodified as (c) through (g). 
Amended by R.1993 d.8, effective January 4, 1993. 
See: 24 N.J.R. 3483(a), 25 N.J.R. 118(a). 

Exception allowed to deposit of funds entrusted to real estate broker 
as escrow agent. 
Amended by R.1998 d.497, effective October 5, 1998. 
See: 30 N.J.R. 2333(a), 30 N.J.R. 3646(a). 

In (c), deleted "or other property" followm.g "money" in 1, and 
substituted "moneys" for "properties" in 3; in (d), deleted ", the 
portion of such funds" preceding ''which constitute" and substituted 
"indicate" for "define" following "records to"; and added (h). 

Case Notes 

Real estate guaranty fund held liable for misconduct of broker in sale 
of his own property, where purchaser relied on broker's licensed status 
in depositing money in broker's escrow account; purchaser required to 
exhaust writ of execution remedies against broker before executing 
judgment against fund. Brody v. Alfieri, 179 N.J.Super. 485, 432 A.2d 
567 (Ch.Div.1981). 

Relationship between listing broker and selling broker under multiple 
listing arrangement held not to constitute a joint venture so as to 
provide a basis for holding listing broker liable for selling broker's 
defalcation. Sullivan v. Jefferson, Jefferson & Vaida, 167 N.J.Super. 
282, 400 A.2d 836 (App.Div.1979). 

Failure to maintain separate escrow account and lending broker's 
license justifies license revocation. New Jersey Real Estate Commis-
sion v. Mertz and Dragotta, 97 N.J.A.R.2d (REC) 13. 

Real estate salesperson loses license by demonstrating unworthiness 
and dishonesty through criminal conviction and using escrow monies for 
personal use. New Jersey Real Estate Commission v. Santoro and 
Miller, 97 N.J.A.R.2d (REC) 6. 

Broker was subject to license revocation and monetary penalty for 
commingling business and personal funds and for failing to maintain 
separate account to hold real estate transaction funds. Real Estate 
Commission v. Potok and Island RMS, Inc., 96 N.J.A.R.2d (REC) 42. 

Making false representation as being owner of real estate brokerage, 
collecting commission from person other than employing broker, and 
commingling of funds; revocation of salespersons' licenses and imposi-
tion of fines. New Jersey Real Estate Commission v. Ballman, 93 
N.J.A.R.2d (REC) 17. 

11:5-5.2 

Commingling of funds, making misrepresentations to investigator, as 
well as other violations, warranted revocation of broker's license and 
imposition of fine. New Jersey Real Estate Commission v. Eberhardt. 
92 N.J.A.R.2d (REC) 53. 

Misrepresentations, misappropriation of monies, unlawful taking of 
monies, and other violations, warranted broker/salesperson license rev-
ocation, restitution, and fine. New Jersey Real Estate Commission v. 
Allen. 92 N.J.A.R.2d (REC) 45. 

Improprieties regarding deposit monies and mortgage application; 
suspension of broker's license and imposition of fine. New Jersey Real 
Estate Commission v. Daniel Mullen and Holly Beach Realty, Inc. 92 
N.J.A.R.2d (REC) 38. 

Failure to account for deposit monies, commingling of funds, and 
engaging in business without license; salesperson's license revoked and 
fine imposed. New Jersey Real Estate Commission v. Groff. 92 
N.J.A.R.2d (REC) 31. 

Commingling trust monies and failing to maintain separate account 
for escrow funds, as well as other violations, warranted revocation of 
broker's license, suspension of salesperson's license, and assessment of 
fine. New Jersey Real Estate Commission v. Woods. 92 N.J.AR.2d 
(REC) 25. 

Failing to maintain as separate funds monies held as escrow agent, 
and other violations, warranted revocation of broker's license and 
assessment of fine. New Jersey Real Estate Commission v. Brown. 92 
N.J.A.R.2d (REC) 21. 

11:5-5.2 Funds of others; safeguards 
(a) No licensee shall accept funds or deposits from a 

prospective purchaser without ascertaining that there have 
been established by escrow, or otherwise, adequate precau-
tions to safeguard such funds or deposits where the licensee 
knows, or conditions are such as to palpably give him reason 
to know, any facts which would tend to reasonably create a 
doubt: 

1. As to the ability of the seller to perform his contrac-
tual obligations; or 

2. As to the ability of the seller to return such funds or 
deposits in the event of the failure of a contingency 
contained in a real estate contract. 

(b) The provisions of subsection (a) shall not apply to a 
licensee who, before accepting such funds or deposits, has 
adequately informed the prospective purchaser of any risk 
entailed and has secured from him a separate signed writing 
in which the purchaser has acknowledged: 

1. His awareness of any risk or contingency; 
2. The disposition of his funds or deposits; and 
3. The absence of any representations by the licensee as 

to the solvency of the seller and his ability to return such 
funds. 

( c) Funds or deposits placed in escrow pursuant to this 
regulation may be held by any person or entity legally 
authorized to hold funds in that capacity, such as, but not 
limited to, the real estate broker himself, lawyers or banks. 

Case Notes 
Real estate guaranty fund held liable for misconduct of broker in sale 

of his own property, where purchaser relied on broker's licensed status 
in depositing money in broker's escrow account; purchaser required to 
exhaust writ of execution remedies against broker before executing 
judgment against fund. Brody v. Alfieri, 179 N.J.Super. 485, 432 A.2d 
567 (Ch.Div.1981). 
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Relationship between listing broker and selling broker under multiple 
listing arrangement held not to constitute a joint venture so as to 
provide a basis for holding listing broker liable for selling broker's 
defalcation. Sullivan v. Jefferson, Jefferson & Vaida, 167 N.J.Super. 
282, 400 A2d 836 (App.Div.1979). 

11:5-5.3 Advance fees; accounting 

(a) Any broker who charges or collects an advance fee in 
excess of $25.00 for services to be rendered, such as, but not 
limited to advertising costs, under an advance fee agree-
ment, shall within 90 days after such charge or collection 
furnish his principal with an accounting as to the use of such 
moneys. 

(b) Such accounting shall set forth the actual amount of 
each individual expenditure, including date of insertion and 
name of newspaper or periodical, and similarly detail any 
other type of promotional expenditure if the funds are spent 
for other than newspaper or periodical advertising. 

Case Notes 

Failure to list default judgment in Office Closing Affidavit not 
violation of law but real estate company's failure to defend against 
action legally deficient. New Jersey Real Estate Commission v. Burke, 
97 N.J.AR.2d (REC) 4. 

Fraud and failure to comply with record-keeping requirements war-
rant license revocation and imposition of fines. New Jersey Real 
Estate Commission v. Tumolo and Rossell, 97 N.J.A.R.2d (REC) 1. 

11:5-5.4 Records to be maintained by broker 

(a) Every broker shall keep records as prescribed herein 
of all funds of others received by him or her for not less 
than six years from the date of receipt of any such funds. 
All such funds shall be deposited by the broker in accor-
dance with the requirements of N.J.A.C. 11:5-5.1. 

1. Whenever a broker receives funds to be held in trust 
in cash, a written receipt signed by the licensee to whom 
the funds were paid and specifying the date, amount, 
purpose and from whom those funds were received shall 
be issued to the payor of the funds. A copy of that 
receipt shall be retained by the broker as prescribed in 
this section. 

(b) The records required to be kept pursuant to (a) above 
shall include: 

1. Written references on the checkbook stubs or check-
book ledger pages to all deposits into and withdrawals 
from the account(s) maintained by the broker in accor-
dance with N.J.A.C. 11:5-5.1, which shall specifically iden-
tify the date, amount and payor of each item deposited, 
the property to which the monies pertain and the reason 
for their being held by the broker. Such records shall 
also specify the date, amount, payee and purpose of each 
disbursement. All trust or escrow account withdrawals 
shall be only by authorized intrastate or interstate bank 
transfer or by check payable to a named payee and not to 
cash; 
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2. An appropriate ledger book for all trustee accounts 
or escrow accounts showing, in one location in that ledger 
book for each separate trust transaction, the payor of all 
funds deposited in such accounts, the date of deposit, the 
names of all persons for whom the funds are or were 
held, the amount of such funds, the amounts and dates of 
all disbursements of such moneys, and the names of all 
persons to whom such funds were disbursed. The Com-
mission will not deem a regular checkbook ledger as 
sufficient to constitute an appropriate ledger book. Such 
a ledger book may be maintained in a computer or 
similar device, so long as it is capable of reproducing the 
electronically stored data on paper so as to depict the 
complete history of all activity in each separate trust 
transaction, and the data can be maintained in an easily 
accessible form for the required six year period. A 
regular running balance of the individual transaction ledg-
er sheets shall be maintained. The total of the running 
balance must agree with the control figure computed by 
taking the beginning balance, adding the total of moneys 
received in trust on that transaction, and deducting the 
total of all moneys disbursed; 

3. Copies of all records, showing that at least quarterly 
a reconciliation has been made of the checkbook balance, 
the bank statement balance and the client trust ledger 
sheet balances; 

4. All bank statements, cancelled checks and duplicate 
deposit slips; 

5. Copies of all offers, contracts of sale and sale or 
rental listing agreements; 

6. Copies of all leases and property management agree-
ments; 

7. Copies of all statements to owners, sellers, purchas-
ers and tenants showing the disbursement of funds to 
them or on their behalf, which statements shall identify 
the property and unit, if applicable, for which the dis-
bursement was made and the reason for the disburse-
ment; 

8. Copies of all bills paid for owners, sellers, purchasers 
or tenants by the broker from escrowed funds, which 
payments may only be made pursuant to written authori-
zation; 

9. Copies of all records showing payments to persons 
licensed with the paying broker and to cooperating bro-
kers, which records shall contain all information required 
by N.J.A.C. 11:5-5.l(d); and . 

10. Copies of all receipts issued for all security deposits 
accepted from tenants, and of checks for and letters 
accompanying the release of such funds, and/or the dupli-
cate deposit slips evidencing the deposit of such funds by 
the broker. 


