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HB- 5106, As Passed House, October 8, 2003

SUBSTI TUTE FOR
HOUSE Bl LL NO. 5106

A Dbill to amend 1980 PA 299, entitled
"Qccupational code, "
by amendi ng sections 2501, 2504, and 2505 (MCL 339. 2501,
339. 2504, and 339. 2505), section 2501 as anended by 1994 PA 333,
section 2504 as anended by 2002 PA 611, and section 2505 as
anended by 1988 PA 463.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2501. As used in this article:

(a) "Property managenent” neans the |easing or renting, or
the offering to | ease or rent, of real property of others for a
fee, comm ssion, conpensation, or other valuable consideration
pursuant to a property nmanagenent enpl oynent contract.

(b) "Property managenent account” means an i nterest-bearing
or noninterest-bearing account or instrunent used in the

operation of property managenent.
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(c) "Property managenent enploynent contract” neans the
witten agreenent entered into between a real estate broker and
client concerning the real estate broker's enploynent as a
property manager for the client; setting forth the real estate
broker's duties, responsibilities, and activities as a property
manager; and setting forth the handling, managenent, safekeeping,
i nvest ment, di sbursenent, and use of property nanagenent noney,
funds, and accounts.

(d) "Real estate broker"™ neans an individual, sole
proprietorship, partnership, association, corporation, comon |aw
trust, or a conbination of those entities who with intent to
collect or receive a fee, conpensation, or val uable
consideration, sells or offers for sale, buys or offers to buy,
provi des or offers to provide market analyses, lists or offers or
attenpts to list, or negotiates the purchase or sale or exchange
or nortgage of real estate, or negotiates for the construction of
a building on real estate; who | eases or offers or rents or
offers for rent real estate or the inprovenents on the rea
estate for others, as a whole or partial vocation; who engages in
property managenent as a whole or partial vocation; who sells or
offers for sale, buys or offers to buy, |eases or offers to
| ease, or negotiates the purchase or sale or exchange of a
busi ness, busi ness opportunity, or the goodwi Il of an existing
busi ness for others; or who, as owner or otherw se, engages in
the sale of real estate as a principal vocation

(e) "Real estate sal esperson” nmeans a person who for

conpensati on or val uabl e consideration is enployed either
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directly or indirectly by a licensed real estate broker to sel
or offer to sell, to buy or offer to buy, to provide or offer to
provi de market analyses, to list or offer or attenpt to list, or
to negotiate the purchase or sale or exchange or nortgage of rea
estate, or to negotiate for the construction of a building on
real estate, or to lease or offer to |lease, rent or offer for
rent real estate, who is enployed by a real estate broker to
engage in property managenment, or who sells or offers for sale,
buys or offers to buy, |eases or offers to | ease, or negoti ates
t he purchase or sale or exchange of a business, business
opportunity, or the goodwi |l of an existing business for others,
as a whole or partial vocation.

(f) "Enploy" or "enploynment" mnmeans the relationship between a
real estate broker and an associate broker or a real estate
sal esperson which may include an i ndependent contractor
rel ati onship. The existence of an independent contractor
rel ati onship between a real estate broker and an i ndivi dua
licensed to the real estate broker shall not relieve the rea
estate broker of the responsibility to supervise acts of the
Iicensee regulated by this article.

(g) "Independent contractor relationship” neans a
rel ati onship between a real estate broker and an associ ate broker
or real estate sal esperson that satisfies both of the follow ng
condi tions:

(i) Awitten agreenent exists in which the real estate
br oker does not consider the associate broker or real estate

sal esperson as an enpl oyee for federal and state incone tax
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pur poses.

(ii)) Not |l ess than 75% of the annual conpensation paid by the
real estate broker to the associate broker or real estate
sal esperson is from comm ssions fromthe sale of real estate.

(h) "Professional designation” nmeans a certification froma
real estate professional association denonstrating attai nment of
proven skills or education in a real estate occupational area,
and may include the right to use atitle or letters after the
licensee's nane that represent the designation bestowed by the
certifying entity.

Sec. 2504. (1) Before receiving a real estate broker's
license, an applicant shall submt an application as described in
section 2505 and shall have successfully conpleted not |ess than
90 cl ock hours of approved cl assroom courses in real estate of
whi ch not |ess than 9 clock hours shall be instruction on civi
rights | aw and equal opportunity in housing. —and-shall—submt
an—appHcation—as—descri-bedin-section2505— The 90 hours shal
be in addition to the hours required to obtain a real estate
sal esperson's license.

(2) Before being pernmitted to take the real estate
sal esperson's exam nati on, an applicant shall show proof of
successful conpletion of not |ess than 40 cl ock hours of
cl assroom courses in principles of real estate, of which not |ess
than 4 clock hours shall be instruction on civil rights |Iaw and
equal opportunity in housing.

(3) For purposes of subsections (1) and (2), approved courses

may be on the follow ng topics:
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(a) Real estate license law and related regulatory | aws.

(b) Real property law, including property interests and
restrictions.

(c) Federal, state, and local tax |laws affecting real
property.

(d) Conveyances, including contracts, deeds, and | eases.

(e) Financing, including nortgages, |and contracts,
foreclosure, and limts on |l ending procedures and interest
rates.

(f) Appraisal of real property.

(g) Design and construction.

(h) Marketing, exchanging, and counseling.

(i) The | aw of agency.

(j) Sales and office nmanagenent, including listing and
selling techniques.

(k) Real estate securities and syndications.

(1) I'nvestnents, including property nmanagenent.

(4) Except as otherw se provided in this subsection, before
being permtted to renew an active real estate broker's or rea
estate sal esperson's license, a |licensee shall have successfully
conpleted, within the preceding 12 nonths, not |less than 6 cl ock
hours of continui ng educati on approved by the depart nent
i nvol ving any topics relevant to the managenent, operation, and
practice of real estate and covering changes in economc
conditions, law, rules, court cases, and interpretations, or any
conbi nation of those changes, relating to real property which are

pertinent to the activities of a real estate broker or rea
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estate sal esperson. Begi nning Novenber 1, 2003, a |licensee shal
conplete not |ess than 18 hours of continuing education per
3-year license cycle. A licensee shall conplete at |east 6 hours
of the required 18 hours of continuing education courses during
the tine period from Novenber 1, 2003 and endi ng on Decenber 31,
2004. During cal endar year 2005, a licensee shall conplete at
| east 6 hours of the required 18 hours of continuing education
courses. During cal endar year 2006, a |licensee shall conplete at
| east 4 hours of the required 18 hours of continuing education
courses. During cal endar year 2007 and thereafter, a |icensee

shall conplete at |east 2 hours per cal endar year of the required

18 hours of continuing education courses. —per—calendar—year—
Any education —approved by the departnent thatis received

successfully conpleted by a |licensee for further professiona

desi gnati on —shall— and approved by the departnent as conti nuing
education may be counted toward the total continuing education
credits required for the 3-year |icense cycle. Each licensee, in
conpl eting the appropriate nunber of clock hours, will have the
option of selecting the education courses in that |icensee' s area
of expertise, as long as the education courses are approved by
the departnent and as |long as at |least 2 hours of an education
course per cal endar year involve law, rules, and court cases
regarding real estate. Notwi thstanding the provisions of this
subsection, the departnent nmay —+elicense— renew the license of a
i censee who has conpleted not | ess than 18 hours of continuing
education in the subject matter areas required by this subsection

during the 3-year license cycle but has not otherw se net the
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requirenents of this section if the |icensee provides evidence
satisfactory to the departnent that he or she has good cause for
not conmplying with the requirenents in this subsection.
(5) —-At+icensewhich-hasbeeninactive— The departnent my
relicense without exam nation a |licensee whose |icense has | apsed

for less than 3 years —may—beretnstatedwthout—examnation— if

the licensee shows proof of conpletion of not |ess than —the
appropriate—nunber—of— 6 cl ock hours of continuing education for
each year the license was | apsed, on topics as described in
subsection (4). -—-A-brokers

(6) The department nmay relicense w thout exam nation a broker
whose |icense —whieh— has —beeninactive— | apsed for 3 or nore
conti nuous years —way—bereinstatedw-thout—examnation— if the
i censee provides proof of the successful conpletion of —either
6— 1 of the foll ow ng:

(a) Six clock hours of continuing education for each of the
years the license was | apsed on topics described in subsection
(4). h of td he Li . .

(b) Ninety clock hours of instruction described in
—subseetion— subsections (1) and (3).

(c) Passing the exam nation required for licensure as a
br oker as provided for in section 2505(5).

(7) A —salesperson-s— sal esperson whose |icense —whieh— has
been —nactive— |lapsed for 3 or nore continuous years may be
—feinstated— relicensed if the |icensee provides proof of
—eeting— the successful conpletion conpletion of 1 of the

foll ow ng: —regquirerents-
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(a) —Conpletion—of—6— Six clock hours of continuing education

for each of the years the |icense was | apsed on topics described

in subsection (4). —fer—eachof the yearsthe licensewas

(b) —Conpletion—of40— Forty clock hours of instruction
descri bed i n —subseetion— subsections (2) and (3).

(c) Passing the exami nation required for licensure as a
sal esperson as provided i n —subseetion{2)— section 2505(5).

(8) —6)— The departnent shall not apply the course credits
used to nmeet continuing education requirenments provided in
subsections (4) —and{5r——shall—notbeapptied— through (7)
towards the real estate broker's |icense education requirenents
provi ded in subsection (1), and —eeurses— course credits taken
under real estate broker's |license education requirenments shal
not be applied towards the continuing education requirenents.
The departnent shall apportion the approved course credits
eligible for education requirenents in subsection (1) and
subsections (4) through (7) to neet either requirenent upon the
i censee's request.

(9) (A~— For real estate brokers, associate brokers, and
sal espersons who receive a license issued in the second or third
years of a 3-year |icense cycle, continuing education shall be in
conpliance with subsection (4), except for the follow ng:

(a) Areal estate broker, associate broker, or sal esperson
who receives a license issued in the second year of the 3-year
license cycle is required to conplete 12 hours of continuing

education to renew his or her |icense.
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(b) A real estate broker, associate broker, or sal esperson
who receives a license issued in the third year of the 3-year
licensing cycle is required to conplete 6 hours of continuing
education to renew his or her license.

(10) —8)— A person who offers or conducts a course or
courses of study represented to neet the educational requirenents
of this article — first shall obtain approval fromthe
departnment and shall —abide—by— conply with the rules of the
departnment concerning curriculum instructor qualification,
grading system and other related matters. |In addition to other

requi renents inposed under rule, in order to receive approval

a course shall be designed to be taught for not less than 1 clock
hour, not including time spent on breaks, neals, or other

unrel ated activities, provided the course is only approved for

| ess than 2 clock hours if, based upon the subject matter, course
outline, instructional materials, methodol ogy, and ot her

consi derations consistent with rules of the departnent, the
departnent determ nes that the course objectives can be
effectively met in the proposed tine period. The departnent my
suspend or revoke the approval of a person for a violation of
this article or of the rules pronul gated under this article. A
person offering or conducting a course shall not represent that
its students are assured of passing an exam nation required by
the departnent. A person shall not represent that the issuance
of departnental approval is a reconmendation or indorsenent of
the person to which it is issued or of a course of instruction

given by it. A pre-licensure course approved under this article
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shall be conducted by a | ocal public school district, a community
college, an institution of higher education authorized to grant
degrees, or a —private— proprietary school licensed by the
department of career devel opnent under 1943 PA 148, MCL 395. 101
to 395.103.

(11) 99— A person who in operating a school violates
subsection {(8)— (10) is subject to the penalties set forth in
article 6.

(12) —36)— The departnment may conduct, hold, or assist in
conducting or holding, a real estate clinic, neeting, course, or
institute, which shall be open to a person |icensed under this
article, and may incur the necessary expenses in connection wth
the clinic, meeting, course, or institute. The departnent, in
the public interest, may assist educational institutions wthin
this state in sponsoring studies, research, and prograns for the
pur pose of raising the standards of professional practice in rea
estate and the conpetence of a |licensee.

Sec. 2505. (1) An applicant for a real estate broker's
license shall file an application setting forth the applicant's
present address, both of business and residence; the conplete
address of each former place where the applicant has resided or
been engaged in business, or acted as a real estate sal esperson,
for a period of 60 days or nore, during the 5 years inmedi ately
preceding the date of application. An applicant for a rea
estate broker's license shall state the nane of the individual,
sol e proprietorship, partnership, association, corporation,

limted liability conpany, common |aw trust, or a conbination of
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those entities and the |location of the place for which the
license is desired, and set forth the period of tine which the
appl i cant has been engaged in the business. The application
shal | be executed by the person, or by an officer or nenber of
the applicant. An applicant for a real estate broker's license
which is a partnership, association, corporation, limted
liability conpany, common | aw trust, or a conbination of those
entities shall designate which individuals who are officers or
menbers of the partnership, association, limted liability
conpany, or corporation will be performng acts regulated by this
article as principals.

(2) —A— The departnent shall not issue a real estate broker's
i cense —shall—not—be-issued— to a new applicant who has been
convi cted of enbezzlement or m sappropriation of funds.

(3) Areal estate broker shall maintain a place of business
inthis state. |If a real estate broker maintains nore than 1
pl ace of business within the state, a branch office |icense shall
be secured by the real estate broker for each branch office
mai ntai ned. A branch office maintained in excess of 25 mles
fromthe city limts in which the broker maintains a main office

shal | be under the personal, direct supervision of an associate

br oker.
(4) An applicant for a salesperson's license shall set forth
the period of tine during which the individual has been engaged

in the business, stating the nane of the applicant's | ast
enpl oyer and the name and the place of business of the

i ndi vi dual , partnership, association, —er— limted liability
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conmpany, corporation, common |law trust, or conbination of those
entities then enploying the applicant or in whose enploy the
applicant is to enter. The application shall be signed by the
real estate broker in whose enploy the applicant is to enter

(5) Before issuing a |license, the departnent may require and
procure satisfactory proof of the business experience,
conpet ence, and good noral character of an applicant for a rea
estate broker's or sal esperson's license or of an officer or
menber of an applicant. The departnment shall require an
applicant for a broker's or sal esperson's |icense to pass an
exam nation devel oped by the department or contracted for with a
recogni zed outsi de testing agency establishing, in a manner
satisfactory to the departnent, that the applicant has a fair
know edge of the English | anguage, including reading, witing,
spelling, and elenmentary arithnetic; a satisfactory understandi ng
of the fundanmentals of real estate practice and of the |laws and
principles of real estate conveyancing, deeds, nortgages, |and
contracts, and | eases; the obligations of a broker to the public
and a principal; and the | aw defining, regulating, and |icensing
real estate brokers and sal espersons. The departnment may require
witten exam nation or witten reexam nation of a broker or
sal esperson, and in that case a passing score satisfactory to the
department is required as a condition precedent to —reinstaterent
of—alHiecenseto—a broker—or—salespersoenor— relicensure of a
broker or sal esperson. The departnment shall require proof that
each applicant for a real estate broker's |license has the

equi val ent of 3 years of full-tinme experience in the business of
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1 real estate or in a field that is determ ned by the departnment to

2 be relevant and related to the business of real estate.
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