Dear Executives,

I felt it appropriate to provide a written update on some recent events so that everyone has full disclosure and information.

Let me first say, Realty Executives has been a leading real estate brokerage in the nation since its inception and I am completely committed to making sure this is the case in the future.

With a long history of prosperity, including 38 consecutive years as the top brokerage in the Metropolitan Phoenix area, we are dedicated to positioning Realty Executives for continued successes.  During the last few weeks, two primary questions continue to surface from many of you, so I felt it important to provide direct answers so that you may continue to focus on growing your individual real estate businesses:

1.     Is Realty Executives experiencing financial difficulty?  Like most other real estate companies nationwide, Realty Executives did experience losses during the last two years. It’s no secret that the Arizona real estate market has suffered and, as such, we have needed to adapt to that. Any staffing and operating changes made during the last three months were done with the intention of returning Realty Executives to break-even cash flow. One of the last pieces in this plan focuses on renegotiating office leases to be more consistent with current market values.  Our office expenses for rents are still too high in total and do require adjustment.  We have a plan in place and are working to complete this process with our various landlords.

2.     Are my closings or commissions at risk?  The answer is no, absolutely not.

Closings & Commissions:  All real estate closings are executed through third party title companies.  100% of commission checks for Realty Executives are funded into our Commission Trust Account.  This is a separate trust account maintained by Realty Executives solely for the purposes of receiving commissions from title companies and paying them out to our Executives.  No other company activities are tied to this trust account and this trust account is never used for any purpose other than to pass through commissions to Executives.  This process of passing through commissions will remain unaffected.

Earnest Money Deposits:  100% of earnest money deposits are funded into our Broker’s Trust Account.  This is a separate trust account maintained by Realty Executives solely for the purposes of receiving and holding earnest money on behalf of our clients.  Funds either pass through to title companies for close of escrow or are returned to your clients.  No other company activities are tied to this trust account and this trust account is never used for any purpose other than to pass through earnest money.  The processing of earnest money deposits will remain unaffected.

Property Management Fees & Deposits:  100% of such funds are funded into our Property Management Trust Account.  This is a separate trust account maintained by Realty Executives solely for the purposes of receiving and holding funds related to managed properties on behalf of our clients.  Funds pass through this account to pay property management fees, fund property repairs and maintenance or for other related matters.  No other company activities are tied to this trust account and this trust account is never used for any purpose other than property management related activities.  The processing of funds will remain unaffected.

My wife Robyn and I care deeply about the Realty Executives brand, all of our employees and about each of you and your businesses. We appreciate everyone’s support over the last few months and the strong words of encouragement and your continuing commitment to the company.  It is clear to us that we have your support and we are dedicated to making sure Realty Executives remains strong in the Arizona marketplace – while also ensuring that your business and ability to list and sell real estate is protected and supported.

In the meantime, just a few other notes:

Realty Executives International reported a solid profit for its first quarter ended March 31, 2011; and 2011 is shaping up to be a year of growth for the international franchising arm of our company.  Though many of our franchisees have lived through the same economy across the country as we have here in Arizona, several markets are now also doing better.   Our technology initiatives have also been well received in our test markets and we will continue to rollout and refine programs, systems and tools that are designed to positively impact you. 

It is my goal to be more communicative with all of you so that you are as well-informed as possible. I will be attending many of your office meetings in the coming weeks and will begin distributing regular email communications like this.  

I am working with Dominic, Gerry and our brokerage team to add additional Broker Support for our Executives.  Our successes over the last 46 years are based on the foundation of retaining the most experienced team of Executives – period.  We have this advantage today and will maintain it.  I am committed to ensuring you have the necessary staff and support, seven days a week, 24 hours a day to meet your needs and the needs of your clients. 

Year-to-Date 2011 numbers show that Realty Executives continues as a leading real estate brokerage in Arizona and remains in the Top 25 nationally in terms of both sales volume and transactions.  We should be proud of our past and excited for our future. 

We have a history to be proud of and an exciting future ahead.  Realty Executives is here to stay in Arizona and worldwide. As always, if you have questions, please feel welcome to email me directly.

Sincerely;

Richard A. Rector

Owner & Executive Chairman

Realty Executives (Phoenix, Tucson & Yuma)

RichRector@RealtyExecutives.com
