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Designated Agency – An Introduction
Traditional agency – client has an agency relationship with everyone in the firm.
Designated agency – client has an agency relationship with only those persons named in the
listing contract or buyer broker contract.
• Allows firms to establish clear, consistent relationships with clients
• Limits the number of agents within a firm who have an agency relationship with the buyer or
seller
• Is optional – a firm must choose to either practice designated agency or not
• Must be practiced by all agents in the firm, for all transactions
• Should be entered into at the time the listing agreement or buyer agency contract is signed
Designated agency does:
• Permit an individual agent to continue to provide the full range of services to the client
during in-house transactions, even if another agent in the firm represents the other party (The
firm and certain supervisory brokers act as the dual agent; the agents do not).
• Allow individual agents within a firm to represent buyers competing for the same property
without risking a conflict of interest or breach of fiduciary duty.
Designated agency does not:
• Replace traditional agency law
• Change fiduciary responsibilities
• Eliminate or replace dual agency (it simply limits dual agency status in in-house transactions
to the firm and supervisory brokers).
A firm must choose to operate either as a designated agency office or a traditional
agency office. A firm cannot have some agents who are designated agents and some agents who
are traditional agents. If a listing contract/buyer’s agency contract is silent on the question, then
a traditional agency relationship is automatically established. In order to establish a designated
agency relationship with a client, you must enter into a written contract that specifically says that
the agent will be a designated agent. For this reason, designated agency is not an option unless
the firm’s agents always enter into written buyers’ agency contracts.

Michigan Realtors® answers your questions
about Designated Agency
Q.
A.

Does the designated agency legislation require that Realtors® change the way they
do business?
Designated agency is optional. A firm must decide whether or not it wants to be a
designated agency firm.

Q.
A.

Can designated agency be practiced by some, but not all, agents within a firm?
No. The broker and not the individual salespersons, must choose whether to offer
designated agency.

Q.
A.

Will designated agency change my fiduciary responsibilities?
No. In a designated agency office, agents will continue to represent buyers and sellers
and will owe the same fiduciary responsibilities to their clients that they always have.
The difference is that in a designated agency office, a client will no longer automatically
have an agency relationship with everyone in the company. Instead, a client will ONLY
have an agency relationship with the firm, the individual salesperson working directly
with the client and that salesperson’s supervisory broker.

Q.
A.

Can an associate broker act as a “designated agent”?
Yes. The client would then have an agency relationship with the firm and the associate
broker only (no supervisory broker is required).

Q.
A.

Can a client have more than one designated agent?
Yes. A listing contract (or buyer’s broker contract) can list one or more designated
agents and one or more supervisory brokers.

Q.
A.

Can a dual agency situation still occur in a designated agency office?
Yes. The firm will continue to be a dual agent if it represents the seller and the buyer.
Likewise, if the same individual is a supervisory broker for both sides of the transaction,
he or she will be a dual agent. Under the law, the firm and the supervisory broker are
automatically deemed consensual dual agents. However, if the same salesperson (or
associate broker) is the designated agent for both sides of the transaction, then he or she
will need to get both clients’ written consent to that dual agency relationship.

Q.
A.

How does a firm implement a designated agency relationship with a seller?
MR has developed separate listing contracts and buyer’s broker contracts for use by
designated agency firms.

Q.
A.

How does a firm implement a designated agency relationship with buyers?
The firm must use buyers’ agency contracts that limit the buyers’ agency relationship to
the persons named in that contract. You cannot practice designated agency relationship
with a buyer without a written buyers’ agency contract. In the absence of a written
buyers’ agency contract, the buyer-client will automatically have an agency relationship
with every agent in the firm.

Q.
A.

What is the principal advantage of designated agency?
Designated agents may continue to fully represent their clients in an in-house transaction.

Q.
A.

What is the principal disadvantage of designated agency?
Individual agents within a designated agency office may not freely share client
information with other agents in the firm. Since any agent in the firm could end up on
the other side of the transaction, no confidential information may be shared.

Q.

The agency disclosure form refers to an “Affiliated Licensee Disclosure.” What is
an “Affiliated Licensee?”
“Affiliated Licensees” are all of the licensees within the same firm. The question on the
agency disclosure form is whether all “Affiliated Licensees” have an agency relationship
with the client signing the form. This would be true in a traditional agency firm, but not
in a designated agency firm.

A.

Six Easy Steps to Designated Agency
Step 1.
Adopt a designated agency policy.
The policy must be adopted by the entire firm and not individual agents. A sample policy is
included; however, firms should consult with an attorney to develop a policy that works for
them. At a minimum, the policy should address the following issues:
• Who will act as supervisory broker(s)?
• How will information be kept confidential?
• Who will represent the designated agent during vacations and other absences?

Step 2.
Use listing contracts and buyers’ broker contracts which specifically provide for a
designated agency relationship.
Without an express provision in a written listing contract or buyers’ agency contract, a client
with have an agency relationship with everyone in the company. Agents should explain to
clients which members of the firm will be acting as their agent and designate those persons in the
listing contract or buyers’ agency contract. Examples of a designated agency listing contract and
a buyers’ agency contract are attached.
If a new designated agent or supervisory broker is assigned to a client (either as an addition to, or
in place of, the previously designated individuals), the client should sign a written
acknowledgment. A sample (Acknowledgment of Change of Designated Agent/Supervisory
Broker) form is included in this kit.

Step 3.
Indicate that this is a designated agency relationship.
Agents should present agency disclosure forms to clients as usual and indicate in the new agency
disclosure form that this is a designated agency relationship. In a designated agency firm, a
client DOES NOT have an agency relationship with Affiliated Licensees.

Step 4.
Advise buyer clients on any in-house showings.
When showing in-house listings, a buyer’s agent must advise his buyer clients that his firm
represents both the buyer and the seller before any offer is made or presented.
Firms may want to add a paragraph to their purchase agreement form indicating that this is or is
not an in-house transaction.

Sample:
Buyer and Seller acknowledge that this _____ is or _____ is not an in-house transaction
in which the Buyer and Seller are each represented by different designated agents within the
same Realtor®/Brokerage Firm.

Step 5.
Advise seller clients if potential buyer is a firm client.
When a potential buyer is an in-house buyer, a listing agent must advise the seller that the firm
represents both the buyer and the seller before any offer is made or presented.

Step 6.
Use a dual agency agreement if the same designated agent represents both sides of the
transaction.
As an example, if Salesperson Smith is the designated agent for Seller Jones and is also the
designated agent for Buyer Green, Salesperson Smith will be a dual agent if Buyer Green wishes
to submit an offer on Seller Jones’ home. Both Buyer Green and Seller Jones will need to sign a
dual agency agreement.

Designated Agency “Do’s and Don’ts”
1.

A firm must use both written listing contracts and written buyers agency contracts
which contain designated agency provisions.
This is a legal requirement. Firms CANNOT practice designated agency using just the
agency disclosure form.

2.

In a designated agency firm, all relationships with clients must be designated agency
relationships.
This is a practical requirement. For designated agency to work, ALL agents within a firm
must be able to assume that they do not have an agency relationship with other clients of
the firm.

3.

Clients must be advised, at least orally, when the other party to the transaction is
represented by another agent within the same firm.
This is a legal requirement contained in agency disclosure statute. There is no
requirement that this disclosure be in writing, although a written disclosure is beneficial
in that it provides a record that the disclosure was made.

4.

A designated agent may not disclose confidential information about a client to other
members of the firm who do not have an agency relationship with that client.
The disclosure of confidential information about a client or customer to anyone in your
firm who does not have an agency relationship with that client is a breach of fiduciary
duty.

5.

Where the same designated individual represents the buyer and seller in a
transaction, both clients must consent to this dual agency relationship.
The legislation provides that in a designated agency relationship, the client automatically
consents to the dual agency relationship of the firm and the supervisory broker(s), so no
additional consent is required. This is not the case if the same licensee represents both
parties, in which case you must obtain both parties’ informed consent. A written dual
agency contract is strongly recommended for this purpose.

SAMPLE
Designated Agency Office Policy
Exclusive Designated Agency Office
The Firm will practice designated agency ONLY. Designated agency will be explained to all
potential clients. The Firm will not represent a client who does not wish to enter into a
designated agency relationship. A potential buyer will always be treated as a customer of the
Firm unless and until that buyer signs a buyer’s agency contract which provides for designated
agency.
Agents who have licensed assistants should have both the agent and the licensed assistant
named as designated agents in the listing contract or buyer’s broker contract. Likewise, teams
should list all members of the team as designated agents of the client.
Offices within the Firm with a managing salesperson should have the managing
salesperson named as an additional designated agent. A managing salesperson cannot act as a
supervisory broker.

Buyers’ Brokers/Subagency
The Firm will only act as a buyer’s agent pursuant to a written buyer’s agency contract. If a
buyer is unwilling to enter into a buyer’s agency contract, the agent can only work with the buyer
as a subagent of the seller.

Supervisory Brokers
In all listing contracts, _____________________ and _______________________ will be listed
as the supervisory brokers.
In all buyer broker contracts, _____________________ and _______________________ will be
listed as the supervisory brokers.

Confidential Information
A designated agent shall not disclose confidential information to anyone in the Firm other than
the supervisory broker(s). Each agent will maintain a separate file cabinet for his/her clients’
files, and only the supervisory brokers shall have access to those files. Mail, faxes and other
correspondence shall be given directly to the named designated agent, his or her assistant or, if
unavailable, a supervisory broker.

Vacations and Other Absences
For planned, extended absences (more than three (3) days), a designated agent shall arrange for
another agent in the office to handle his or her files. If action is required on those files during the
agent’s absence, it shall be the responsibility of the “fill-in” agent to have an addendum signed
by the client establishing that “fill-in” agent as another designated agent for that client.
Client matters that arise during other absences should be referred to the supervisory
broker(s) who shall have the authority to handle the matter directly or arrange for another
member of the Firm to “fill-in” as a designated agent.

In-house Listings
For negotiations on in-house transactions, if the buyer and seller are represented by different
designated agents, no additional forms will be necessary. However, each agent is responsible for
explaining to his or her client as soon as possible that this is an in-house listing and that
accordingly, the Firm represents both sides of the transaction.
For negotiations on in-house transactions where both parties are represented by the same
individual designated agent, a dual agency agreement is required.

Departing Agents
In the event that an agent leaves the Firm, all active files shall be immediately identified and
delivered to a supervisory broker(s) who shall be responsible for contacting the client and
designating a new designated agent for that client.

