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Compass agents eschew
company stock

Expenses accrued in the agent equity program topped out at nearly

S85 million in 2021

By Matthew Blake

Back in 2018, Robert Ref-
fkin exuded that
agents were literally invested

Compass

in the brokerage’s success.

Reftkin, the CEO and co-
founder of Compass, told The
Real Deal then that 1,149 of
the company’s about 7,000
agents, or around 16%, re-
turned to Compass some reve-
nue from sales commissions in
exchange for company stakes.

“To be clear, with $900 mil-
lion, it’s not something we
need to do to raise capital,”
Reffkin said in reference to the
company’s fundraising num-
bers at the time, which eventu-
ally swelled to $1.6 billion.
“It’s purely an offering to re-
spond to an agent’s desire to
have ownership in Compass’s
future success.”

Compass CEO Robert Reffkin

A self-described tech com-
pany, New York-based Com-
pass has followed the path of
many 2Ist Century start-ups,
offering agents equity in lieu of
their full commission splits, or
restricted stock units for some
agents.

The

approach  contrasts

with full-
service brokerages, including

Compass other
Realogy, who do not have an
agent equity program. “While
offering agents the opportunity
to trade commissions for equity
options has never been done,”
according to Compass’s web-
site, “We at Compass believe



this is an important precedent
to set — and the response has
been overwhelming,”

But agents tethering their
success to Compass’s is today
a small part of the brokerage.
In 2021, Compass reported
$84.8 million in stock-based
compensation expense and as-
sociated liability as part of its
agent equity program, accord-
ing to the company’s 2021 re-
port.

The figure is a sliver of the
brokerage’s overall revenue of
$6.4 billion, or the company’s
2021 net loss of $494 million.
The $84 million in agent equity
does not include equity com-
pensation for employees, or the
restricted stock units given to
some agents in addition to their
sales commission splits.

Overall, Compass recorded
$386 million in stock-based
compensation expenses for
2021, with the company report-
ing $149 million as a one-time
expense related to becoming a
publicly-traded company last
April. That pencils out to $237
million in non-initial public
offering stock compensation
expense.

Reffkin acknowledged on
Compass’s most recent earn-
ings call that the company is
“winding down the use of equi-
ty to recruit agents.”

“In January, for example,

less than 9% of the agent’s re-
cruited received equity,” Ref-
tkin said on the call.

Subsequent to the call,
Compass revised the vesting
schedule for employee’s stock
compensation but did not do
the same for agents. As The
Real Deal reported, Compass
will grant a quarter of employ-
ee’s stock award each year in-
stead of waiting four years for
the stock to fully vest.

Compass is, in fact, not the
only publicly traded brokerage
to offer agent equity. Another
fast-growing brokerage, eXp
World Holdings, paid out
$144.4 million in 2021 agent
equity stock, according to a
public  filing. HomeSmart,
which filed a prospectus to go
public in January, is also mull-
ing an agent equity program.

Paying workers at least part-
ly in stock equity helps compa-
nies to conserve capital and
strengthen their balance sheet,
said Lloyd Greif, an invest-
ment banker at Greif & Co. in
Los Angeles.

“It’s handcuffs

where the company’s perfor-

golden

mance is supposedly aligned
with its talent,” Greif said.
However, at Compass, the
banker noted, agents get the
choice of eschewing cash for
the stock.

“It is at the behest of the

agent, and unless you reprice
the options, they’re not going
to take it,” Greif said, pointing
out that Compass’s stock price
has sunk from $20.15 when it
debuted on the New York
Stock Exchange in April to
$7.19 on Wednesday. “This is
not exactly a high-flying
growth stock.”

Compass declined to com-
ment or provide numbers for
how many agents participate
today in the agent equity pro-
gram. Compass agents declined
to go on the record for this sto-
ry. A few spoke on the condi-
tion of anonymity, stating that
they received modest stock op-
tions as part of their compensa-
tion package but have not par-
taken in agent equity.

“I am just getting business
off the ground, I want the
cash,” said one agent who
joined Compass within the past
year.

The agent, though, wanted
to make clear that he is not
concerned about Compass’s
net losses or declining stock
price.

“I do not care,” the agent
said. “I am very bullish on all
things Compass, and constantly
astounded by the resources
available to us. I’'m exuberant
about the company’s future.”



