IN THE UNITED STATES DISTRICT COURT FOR THE
WESTERN DISTRICT OF MISSOURI
- WESTERN DIVISION

SCOTT and RHONDA BURNETT,
RYAN HENDRICKSON,

JEROD BREIT, SCOTT TRUPIANO,
JEREMY KEEL, SHELLY DREYER,
HOLLEE ELLIS, and FRANCES
HARVEY on behalf of themselves and
all others similarly situated,

Plaintiffs, Case No. 19-CV-332-SRB

THE NATIONAL ASSOCIATION OF
REALTORS, REALOGY HOLDINGS
CORP., HOMESERVICES OF
AMERICA, INC., BHH AFFILIATES,
LLC, HSF AFFILIATES, LLC,
RE/MAX LLC, and KELLER
WILLIAMS REALTY, INC.

Defendants.

)
)
)
)
)
)
)
)
)
)
V. )
)
)
)
)
)
)
)
)
)
)

JIHIRD AMENDED CLASS ACTION COMPLAINT

Plaintiffs Scott and Rhonda Burnett, Ryan Hendrickson, Jerod Breit, Scott Trupiano,
Jeremy Keel, Shelly Dreyer, Hollee Ellis, and Frances Harvey (“Plaintiffs™), bring this action on
behalf of themselves and on behalf of the plaintiff classes (the “Classes™) consisting of all persons
who listed properties on one of four Multiple Listing Services (the “Subject MLS™) and paid a
buyer broker commission from at least April 29, 2015 until the Present (the “Subject MLS Class
Period”).! Defendants are the National Association of Realtors and the four largest national real

estate broker franchisors: Realogy Holdings Corp.; HomeServices of America, Inc., and its

! Plaintiffs also bring this action on behalf of themselves and the MMPA Class and the Missouri
Antitrust Law-Subject MLS Class, as those terms are defined herein. The Class Period for the
MMPA Class is April 29, 2014 until the Present.
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subsidiaries and/or affiliates BHH Affiliates, LLC, HSF Affiliates, LLC.; RE/MAX, LLC.; and
Keller Williams Realty, Inc., each of which has a significant presence in the Kansas City
metropolitan area and the other areas identified in this Complaint. Together, Defendants have
conspired to require home sellers to pay the broker representing the buyer of their homes, and to
pay an inflated amount, in violation of federal antitrust law, the Missouri Merchandising Practices
Act (“MMPA"), and the Missouri Antitrust Law, Mo, Rev, Stat. § 416.031.

Plaintiffs seek treble damages under federal antitrust law, threefold damages under the
Missouri Antitrust Law, punitive damages under the MMPA, injunctive relief, and the costs of
this lawsuit, including reasonable attorneys’ fees, and demand a trial by jury.

NATURE OF THE ACTION

1. Plaintiffs, home sellers who listed their homes on one of four Multiple Listing
Services (identified below), bring this action against Defendants for agreeing, combining, and
conspiring to impose and enforce an anticompetitive restraint that requires home sellers to pay the
broker representing the buyer of their homes, and to pay an inflated amount, in violation of federal
antitrust law and in violation of Missouri law. Indeed, the Antitrust Division of the United States
Department of Justice is currently and actively investigating practices in residential real estate
brokerage marketplace, with an apparent focus on compensation paid to brokers among other
conduct and practices.

2. Defendants are the National Association of Realtors (“NAR?”) and the four largest
national real estate brokers, Realogy Holdings Corp., HomeServices of America, Inc. (and its
subsidiaries and/or affiliates BHH Affiliates, LLC, HSF Affiliates, LLC, and The Long & Foster
Companies, Inc.), RE/MAX, LLC, and Keller Williams Realty, Inc. (the latter group is the

“Corporate Defendants,” and collectively with NAR they are “Defendants™).
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3. The cornerstone of Defendants’ conspiracy is NAR’s adoption and implementation
of a rule that requires all seller’s brokers to make a blanket, unilateral and effectively non-
negotiable offer of buyer broker compensation (the “Adversary Commission Rule”) when listing
a property on a Multiple Listing Service (“MLS”).

4. An MLS is a database of properties listed for sale in a particular geographic region.
The vast majority of homes in the United States are sold on an MLS marketplace. Brokers, if they
are members of an MLS, are required to list all properties on the MLS.

5. The MLSs at issue in this case are controlled by local NAR associations, and access
to such MLSs is conditioned on brokers agreeing to follow all mandatory rules set forth in NAR’s
Handbook on Multiple Listing Policy.> The Adversary Commission Rule is a mandatory rule in
NAR'’s Handbook.

6. Defendants and their co-conspirators collectively possess market power in local
markets for real estate broker services through their control of the local MLS.

7. Due to Defendants’ conspiracy, NAR conditions a broker’s access to and use of
NAR’s MLSs on a broker’s agreement to adhere to and implement terms that restrain competition.
Further, each of the Corporate Defendants plays an active role in NAR and mandates that
franchisees, brokerages, and individual realtors join and implement NAR’s anticompetitive rules,
including the Adversary Commission Rule, otherwise these parties would not receive the benefit
of the Corporate Defendants’ branding, brokerage infrastructure, and other support. As the
leading brokers in the United States (and also in the four MLS markets covered by the Class

Definition), their knowing acts of forming and/or joining and participating in the conspiracy, by

2 See National Association of Realtors, Handbook on Multiple Listing Policy 2019, available at
https://www.nar.realtor/sites/default/files/documents/2019-HMLP.pdf (“NAR Handbook™).

3
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implementing and enforcing its rules and policies, is essential to the conspiracy’s success. The
unlawful restraints implemented and enforced by the conspirators benefit NAR and the Corporate
Defendants, furthering their common goals by permitting brokers to impose supra-competitive
charges on home sellers and restrain competition by precluding competition from innovative or
lower-priced alternatives.

8. Defendants’ conspiracy forces home sellers to pay a cost that, in a competitive
market and were it not for Defendants’ anticompetitive restraint, would be paid by the buyer.

9. Most buyer brokers will not show homes to their clients where the seller is offering
a lower adversary / buyer commission, or they will give priority to showing homes with higher
adversary / buyer commission offers first. As a result, to gain the cooperation of buyer brokers,
selling brokers are incentivized to offer a higher adversary / buyer broker commission as part of
complying with NAR’s mandatory Adversary Commission Rule.

10. If NAR’s Adversary Commission Rule were not in place, then the cost of buyer
broker commissions would be paid by their clients (home buyers). Buyer brokers would thus have
to compete with one another by offering a lower commission rate. The Adversary Commission
Rule thereby restrains price competition among buyer brokers because the person who actually
retains the buyer broker — the home buyer — does not negotiate or pay the commission for his
or her broker.

11.  Deepening the anticompetitive effects of the Adversary Commission Rule, NAR
rules also prohibit buyer brokers from making home purchase offers contingent on the reduction
of the buyer broker commission.

12.  Real estate brokers handle most residential real estate sales in the United States. In

a typical transaction, one broker will represent the seller, and another broker will represent the
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buyer of a home. Both the buyer broker and seller broker (also known as the listing broker) are
paid a percentage of the property’s sales price. Currently, total broker compensation in the United
States is typically five to six percent of the home sales price, with approximately half of that
amount paid to the buyer broker.

13.  In competitive foreign markets, home buyers pay their brokers, if they choose to
use one, and they pay less than half the rate paid to buyer brokers in the United States. These
international markets include United Kingdom, Germany, Israel, Australia, and New Zealand. In
these markets, which are not affected by any policy like the Adversary Commission Rule, buyer
brokers are paid by home buyers, rather than home sellers. According to the Executive Director
of the Consumer Federation of America, total commission rates in “a number of developed
countries” range “between 1% and 4%” whereas in the United States the average total commission
rates continue to remain between 5% and 6%, which is “no lower than it was in 2001” despite
significant advances in technology.?

14.  Indeed, a 2015 report, commissioned by NAR to study negative emerging
trends in the real estate industry, highlighted concerns that total commissions in the United
States are inflated compared to international markets, such as the United Kingdom, Singapore,
the Netherlands, Australia, and Belgium. According to the report commissioned by NAR, in

those countries the average total commissions ranges between 1% and 3%.*

} FTC-DOI Joint Public Workshop, Segment 3 Tr., June 5, 2018, available at
https://www.ftc.gov/system/files/documents/videos/whats-new-residential-real-estate-brokerage-
competition-part-3/ftc-doj_residential_re_brokerage competition_workshop_transcript_
segment_3.pdf.

* Swanepoel Group, D.AN.G.E.R Report, at 22 (definitive analysis of negative game changers
emerging in real estate) (2015). The report also suggests that total commissions in Germany range
between 3% and 6%.
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15.  As a representative of a brokerage that operates in both the United States and
internationally observed at an FTC/DOJ Joint Public Workshop on the real estate industry, “[i]t’s
hard to believe it’s 2018 and we’re in the US and the average commission fee is still between 5%
and 6% when we have one of the largest, most developed markets in the [world]. But we still
maintain that elevated level of commission expense.” (emphasis added).®

16.  The Adversary Commission Rule explains why commissions in the United States
remain artificially and anticompetitively “elevated” beyond where they would be in a market free
from Defendants’ conspiracy. Indeed, other industry participants recognize that “this seller
agent/buyer agent model” is why commission amounts are “very different” in the United States
compared to countries like “the UK,” as Defendants and their co-conspirators are “dead set on not
letting 6% commissions go away” in the United States.®

17.  Defendants use their control of the MLSs — and the Corporate Defendants use
their agreements with their local franchisees, their employee policy and procedures manuals, and
leadership roles in NAR and local realtor associations — to require brokers in local residential
real estate markets to adhere to NAR’s rules, including the Adversary Commission Rule. Doing
so helps implement and enforce the conspiracy. The Corporate Defendants further implement the
conspiracy by reviewing NAR’s Rules and agreeing to them at yearly meetings, and NAR further
advances the conspiracy by re-issuing its Rules (including the Adversary Commission Rule).

Further, Defendants participate in and implement the conspiracy by serving on boards and

> FTC-DOJ Joint Public Workshop, Segment 2 Tr., June 5, 2018, available at
https://www.ftc.gov/system/files/documents/videos/whats-new-residential-real-estate-brokerage-
competition-part-2/ftc-doj_residential_re_brokerage_competition_workshop_transcript__
segment_2.pdf.

8.
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committees that enforce compliance with NAR Rules.

18. Through these actions, and others alleged in this Complaint, each of the Corporate
Defendants, and NAR, has taken actions to further the conspiracy and thereby have agreed to join,
participate in, facilitate, and implement the conspiracy.

19.  Defendants’ conspiracy has kept buyer broker commissions in the 2.5 to 3.0
percent range for many years despite the diminishing role of buyer brokers. Many home buyers
no longer search for prospective homes with the assistance of a broker, but rather independently
through online services. Upon information and belief, NAR and the Corporate Defendants have
studied and are aware of this trend and fact. Prospective home buyers increasingly retain a buyer
broker after the client has already found the home the client wishes to buy. Despite this
diminishing role for buyer brokers, their percentage of commission has remained steady, due to
Defendants’ conspiracy. And at the same time, because housing prices have significantly
increased during the last several years (far outpacing inflation) and because commissions are
calculated as a percentage of the home’s sale price, the actual dollar amounts have substantially
risen as well.

20.  Defendants’ success in maintaining (and, in inflation-adjusted dollars, increasing)
the same artificially and anticompetitively inflated commission rates despite these technological
and social changes starkly contrasts with results in other industries. For example, the introduction
of the Internet and innovative or discount service providers have provided enormous financial
benefits to consumers of numerous goods and services in various sectors, such as travel booking,
insurance, banking, and stock brokering, as well as retailing and bookselling. Despite transaction
costs dramatically decreasing in myriad other sectors and industries, real estate commission rates

have persisted and remained steady in a range of 5% to 6%.

Case 4:19-cv-00332-SRB Document 759 Filed 05/06/22 Page 7 of 55



21.  The disconnect between buyer broker costs and commissions illustrates the effect
of Defendants’ conspiracy. Whether a home purchased by their client costs $250,000 or
$2,500,000, the buyer broker’s costs are roughly similar. But the sum received by the buyer
broker as a commission is significantly greater for the more costly property. Why? Many if not
most of the services that buyer brokers provide do not vary based on the sale price, so in a rational,
competitive market the percentage fee should decrease as the home price increases. Instead, due
to Defendants” conspiracy and anticompetitive practices such as the Adversary Commission Rule,
the commission overcharges imposed on home sellers bear little relation to the quantity or quality
of the services or value allegedly provided by the brokers who are paid the commissions. This
structure results from a lack of competition and makes no economic sense, except for the buyer
broker.

22.  Moreover, another pernicious effect in the marketplace that results from and is
amplified by Defendants’ anticompetitive conspiracy is the practice of “steering.” That is, given
the requirement for seller brokers to make a blanket, unilateral offer of commission to buyer
brokers (which is visible through the MLS system only to other realtor participants, and not to
consumers), buyer brokers face strong incentives to “steer” their buyer clients toward homes
where the buyer broker would receive a greater commission percentage. Indeed, economic studies
have documented and confirmed the prevalence and significance of steering and further
“suggest[ed] that this could limit price competition.””

23.  Given that buyer brokers will not show homes to their clients where the seller

7 See FTC-DOIJ Joint Public Workshop, Segment 3 Tr., June 5, 2018, available at
https://www.ftc.gov/system/files/documents/videos/whats-new-residential-real-estate-brokerage-
competition-part-3/ftc-doj_residential _re brokerage competition_workshop_transcript
segment_3.pdf.
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broker is offering a lower buyer-broker commission (or will show such homes later), seller brokers
face pressure in making their unilateral blanket offers to provide high commissions to buyer
brokers. In sum, the conspiracy has multiple illogical, harmful, irrational, and anticompetitive
effects, including that it: (a) requires sellers to pay overcharges for services provided by buyer-
brokers to the buyer, who is seller’s adversary in the transaction; (b) raises, fixes, and maintains
buyer-broker compensation at levels that would not exist in a competitive marketplace; and (c)
encourages and facilitates steering and other actions that impede innovation and entry by new and
lower-cost real estate brokerage service providers.

24.  Defendants’ conspiracy has inflated buyer broker commissions, which, in turn,
have inflated the total commissions paid by home sellers such as Plaintiffs and the other Class
members. Plaintiffs and the other Class members have each incurred, on average, thousands of
dollars in overcharges and damages as a result of Defendants’ conspiracy.

25, For example, a class member who sells a house for $400,000 would have paid
roughty $10,000 to $12,000 in additional commissions to the buyer’s broker due to the conspiracy.

26.  Ina competitive market not affected by Defendants’ anticompetitive restraint, the
seller would pay nothing to the buyer broker, who would be paid instead by the buyer (their client),
and the total commission paid by the seller would be set at a level to compensate only the seller
broker. And even assuming arguendo that in a competitive market the seller would pay all or a
portion of the buyer broker’s commission, the commission would be far less than the 2.5 to 3.0
percent that is currently and typically paid to buyer brokers.

27.  Moreover, in the absence of the Adversary Commission Rule, seller brokers would
likely face additional competitive pressures. That is, instead of following long-time practice of

setting total commissions at or near 6% and assigning roughly half of that amount to themselves
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and roughly the other half to the buyer broker commission (and selecting that amount at a level to
remain in the good graces of buyer brokers), seller brokers would set a commission to pay
themselves alone and would likely begin to engage in more vigorous competition with one another
to lower their rates and/or provide additional services to justify their newly transparent rates.

28. Plaintiffs, on behalf of themselves and the Class, sue for Defendants’ violations of
the federal and state antitrust laws as alleged herein, and seek treble damages, injunctive relief,
and the costs of this lawsuit, including reasonable attorneys’ fees.®

29.  Plaintiffs bring this lawsuit as a class action on behalf of home sellers who paid a
broker commission in the last four years in connection with the sale of residential real estate listed
on one of the following MLSs (“Subject MLS” or “Subject MLSs”):

o The Kansas City MLS, or the “Heartland MLS”;

o The St. Louis MLS, or the Mid America Regional Information System
MLS or the “MARIS MLS”;

o The Springfield, Missouri MLS, or the “Southern Missouri Regional
MLS”; and

o The Columbia, Missouri MLS, or the Columbia Board of Realtors MLS
or “CBOR MLS.”

JURISDICTION AND VENUE

30.  This Court has subject matter jurisdiction under 28 US.C. §1332(d)(2), because
the Class defined herein contains more than 100 persons, the aggregate amount in controversy

exceeds $5,000,000, and at least one member of the Class is a citizen of a State different from

§ As noted, Plaintiffs also bring this action on behalf of themselves, the MMPA Class, and the
Missouri Antitrust Law-Subject MLS Class. See infra at Count II and Count I{1.

10
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Defendants. Subject matter jurisdiction over this action also exists under 15 U.S.C. § 4 and under
28 U.S.C §§ 1331, 1337,

31.  This Court has personal jurisdiction over Defendants, each of which has been
properly served. Defendants have: (1) transacted substantial business in the United States,
including in this District; (2) transacted business with members of the Class throughout the United
States, including in this District; (3) had substantial contacts with the United States, including in
this District; and (4) committed substantial acts in furtherance of their unlawful scheme in the
United States, including in this District.

32. Each Defendant transacts substantial business in this District, as alleged
throughout this Complaint. For instance, for each of the Corporate Defendants, such substantial
business includes the extensive business operations of each of their real estate brokerage
subsidiaries, franchisees, and/or affiliates, which collectively are involved in a substantial
majority of residential real estate listings on the Subject MLSs and in sales occurring in the areas
covered by the Subject MLSs, including in this District. Each of the Corporate Defendants has
received millions of dollars in revenue attributable to business transacted in Missouri and in this
District from the brokerage operations of their respective subsidiaries, franchisees, and/or
affiliates that transact business in Missouri and in this District.

33.  ForNAR, it collects substantial revenues and fees from its nationwide membership
— including substantial numbers of members located and transacting business in Missouri,
including in this District — as public estimates suggest that NAR makes almost $200 million in
revenue every year, with most of that coming from member dues. Accordingly, during the Subject
MLS Class Period, NAR has collected millions of dollars, if not tens of millions of dollars, in

membership fees and revenues attributable to real estate brokerages, brokers, and/or realtors

1]
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operating in the areas covered by the Subject MLSs (and within in this District).

34, In addition, NAR conducts and transacts substantial business in this District
through its involvement in drafting, reviewing, and publishing regularly updated editions of the
“Interpretations of the Code of Ethics,” with its 31st Edition published in 2019. NAR'’s
Interpretations of the Code of Ethics reflects that NAR, through its Professional Standards
Committee, interacts and conducts business with arbitration Hearing Panels and Boards of
Directors of local real estate associations (including local associations operating in areas covered
by the Subject MLSs) to review and articulate purported policies and principles that have been
applied in specific disputes involving realtors and that are also forward-looking “official
statements of [NAR’s] policy and are not merely advisory,” thereby governing arbitration of
disputes among realtors occurring in this District.

35. NAR requires each of the Corporate Defendants, as well as other co-conspirators
operating in this District, to comply with NAR policies, including its Handbook on Multiple
Listing Policy and Code of Ethics. Among the policies that NAR requires the Corporate
Defendants and other co-conspirators to follow in this District is the Adversary Commission Rule.
Upon information and belief, NAR actively monitors and polices the Corporate Defendants and
other co-conspirators operating in this District to ensure full compliance with its Rules and
Policies, including the Adversary Commission Rule. Failure to comply with the Adversary
Commission rule will result in removal of the entity or individual from NAR membership and, in
turn, expulsion from the Subject MLSs,

36.  NAR also engages in substantial lobbying activities directed at various government
entities and political candidates, at the local, state, and federal levels. Upon information and

belief, NAR has transacted such lobbying business directed at Missouri and at this District.

12
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37.  Venue is proper in this District under 15 U.S.C. § 22 and under 28 U,S.C, §1391(b),
(), and (d). Each Defendant transacted business, was found, had agents and/or resided in this
District; a substantial part of the events giving rise to Plaintiffs’ claims arose in this District; and
a substantial portion of the affected interstate trade and commerce described herein has been
carried out in this District.

38.  The Adversary Commission Rule and other anticompetitive NAR rules apply and
have been implemented by Defendants and co-conspirators in interstate commerce, including in
this District. These rules govern the conduct of local NAR associations, local brokers, and local
sales agents across multiple states, including but not limited to Missouri and the Subject MLSs.
Defendants’ conduct alleged herein has inflated buyer broker commissions nationwide including
in the areas in which the Subject MLSs operate, and has injured home sellers in those areas.
Defendant NAR, through its members and other co-conspirators, and the Corporate Defendants,
through their franchisees, subsidiaries, and/or affiliates, and other co-conspirators, are engaged in
interstate commerce, and are engaged in activities affecting interstate commerce, in the United

States.

THE PARTIES
Plaintiffs

39.  [To maintain paragraph numbering, this paragraph is intentionally left blank
because it previously referred to transactions by Joshua Sitzer and Amy Winger who are no longer
Plaintiffs in this case.]

40.  Scott and Rhonda Burnett are citizens of Missouri and residents of Kansas City,
Missouri. On January 26, 2016, they sold a home located in the Kansas City metropolitan area.

The home was listed on the Heartland MLS. In that sales transaction, the Burnetts were

13
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represented by a ReeceNichols-affiliated realtor, and the buyer was represented by a Re/Max-
affiliated broker. As a part of the sales transaction, the Burnetts paid a substantial buyer-broker
commission, with a total broker commission of 6%, of which 3% was paid to the buyer’s broker,

41. Ryan Hendrickson is a citizen of Illinois and resident of Belleville, Illinois. On
May 10, 2019, he sold a home located in the St. Louis metropolitan area. The home was listed on
the MARIS MLS. As a part of the sales transaction, Mr. Hendrickson paid a substantial buyer-
broker commission, with a total broker commission of 6%, of which 3% was paid to the buyer’s
broker.

41(a). Jerod Breit is a citizen of Indiana and a resident of Indianapolis, Indiana. On or
about March 1, 2017, Mr. Breit sold a home located in the St. Louis metropolitan area. The home
was listed on the MARIS MLS. Mr. Breit was represented by a RE/MAX-affiliated broker. As
part of the transaction, Mr. Breit paid a substantial buyer-broker commission, with a total broker
commission of 6%, of which 2.7% was paid to the buyer’s broker.

41(b). Scott Trupiano is a citizen of Missouri and a resident of St. Louis, Missouri. On or
about June 24, 2015, Mr. Trupiano sold a home located in tht; St. Louis metropolitan area. The
home was listed on the MARIS MLS. Mr. Trupiano was represented by a Realogy-affiliated
broker. As part of the transaction, Mr. Trupiano paid a substantial buyer-broker commission, with
a total broker commission of 6%, of which 2.7% was paid to the buyer’s broker.

41(c). Jeremy Keel is a citizen of Missouri and resident of Kansas City, Missouri. On or
about September 28, 2020, Mr. Keel sold a home located in the Kansas City metropolitan area.
The home was listed on the Heartland MLS. In that sales transaction, Mr. Keel was represented
by a Keller Williams-affiliated broker. As part of the sales transaction, Mr. Keel paid a substantial

buyer-broker commission, with a total commission of 6%, of which 3% was paid to the buyer’s
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broker.

42. Shelly Dreyer is a citizen of Missouri and a resident of Carl Junction, Missouri.
On or about December 14, 2020, Ms. Dreyer sold a home located in the Joplin area. The home
was listed on the Southern Missouri Regional MLS. Ms. Dreyer was represented by a Keller
Williams broker. As part of the sales transaction, Ms. Dreyer paid a substantial buyer broker
commission, with a total broker commission of 6%, of which 3% was paid to the buyer’s broker.

43, Hollee Ellis is a citizen of Missouri and a resident of Ozark, Missouri. On or about
December 30, 2016, Ms. Ellis sold a home located in the Ash Grove, Missouri area. The home
was listed on the Southern Missouri Regional MLS. Ms. Ellis was represented by Coldwell Banker
— a Realogy broker. As part of the sales transaction, Ms. Ellis paid a substantial buyer broker
commission, with a total broker commission of 6%, of which 3% was paid to the buyer’s broker.

44.  Frances Harvey is a citizen of Missouri and a resident of Columbia, Missouri. On
or about August 21, 2020, Ms. Harvey sold a home located in Columbia, Missouri. The home was
listed on the Columbia Board of Realtors MLS. Ms. Harvey was represented by a RE/MAX
broker. As part of the sales transaction, Ms, Harvey paid a substantial buyer broker commission,
with a total broker commission of 6%, of which 3% was paid to the buyer’s broker.

45.  As set forth in this Complaint, Defendants’ unlawful conduct and conspiracy has
caused home sellers, including each of the Plaintiffs, to pay a buyer-broker commission and has
also increased the amount of the buyer-broker commission over the amount that would be charged
to the buyer in a competitive marketplace absent the Adversary Commission Rule and
Defendants’ conspiracy.

Defendants

46. Defendant National Association of Realtors, a lobbying group that advocates for

15
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the interests of real estate brokers, has over 1.2 million individual members from whom it has
collected hundreds of millions of dollars in dues and membership fees during the Subject MLS
Class Period, including millions of dollars in dues and membership fees from NAR members
located in this District. NAR oversees fifty-four state and territorial realtor associations and over
1,200 local realtor associations. NAR is headquartered in Chicago, Illinois.

47.  Defendant HomeServices of America, Inc. (“HomeServices™) is one of the
nation’s largest real estate brokerages. It is headquartered in Minneapolis, Minnesota.
HomeServices is an affiliate of Berkshire Hathaway. HomeServices is a majority owner of
Defendant HSF Affiliates, LLC (“HSF Affiliates™). HSF Affiliates operates many real estate
franchise networks, including ReeceNichols Real Estate, HomeServices, Prudential Real Estate,
and Real Living. ReeceNichols Real Estate, for example, is by far the largest real estate brokerage
in the Kansas City Metropolitan area, with nearly three times as many transactions as its next
competitor, and is an affiliate of HomeServices, HSF Affiliaties, and/or Berkshire Hathaway. The
focal gross sales of ReeceNichols Real Estate are also nearly three times as large as its next
competitor in the Kansas City Metropolitan area. In addition, in 2017 HomeServices acquired
Defendant The Long & Foster Companies, Inc., a large residential real estate company. Defendant
BHH Affiliates, LLC is a subsidiary of HSF Affiliates and offers real estate brokerage services.
This Complaint will use the term “HomeServices” to refer to Defendants HomeServices of
America, Inc., HSF Affiliates, LLC, BHH Affiliates, LLC, The Long & Foster Companies, Inc.,
as well as the other entities referred to in this paragraph and their other wholly owned or controlled
subsidiaries or affiliates.

48. Defendant Keller Williams Realty, Inc. (“Keller Williams”) is a privately held

company headquartered in Austin, Texas. It is one of the nation’s largest real estate brokerages,
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and franchises local Keller Williams brokers around the country, including numerous franchisees
that transact substantial business in Missouri and in particular in this District.

49.  Defendant Realogy Holdings Corp. (“Realogy™), a publicly traded corporation
with a market value exceeding $4 billion, has its headquarters in Madison, NJ. It owns, operates,
and franchises many real estate brokerage firms, including Better Homes and Garden Real Estate,
Century 21, Coldwell Banker, Sotheby’s International Realty, The Corcoran Group, ZipRealty,
ERA Real Estate, Citi Habitats, and Climb Real Estate. Realogy is the nation’s largest real estate
brokerage company and has franchises in and transacts substantial business in Missouri and in
particular in this District.

31. Defendant RE/MAX, LLC (“RE/MAX?™) franchises brokers around the country,
including in the Subject MLSs and in particular in this District. This Complaint will refer to
RE/MAX, LLC, its predecessors, and its wholly owned or controlled subsidiaries or affiliated as
“RE/MAX.”

32.  Each of the Defendants has a significant presence in the markets covered by the
Subject MLSs and transacts substantial business in this District.

Co-Conspirators and Agents

33. In addition to the named Defendants, many other local realtor associations and real
estate brokers participated as co-conspirators in the violations alleged herein and performed acts
and made statements in furtherance thereof. Specifically, all who own, operate, and participate in
the Subject MLSs agree to, comply with, and implement the Adversary Commission Rule.

34. By adopting the Adversary Commission Rule, the Subject MLSs, among others,

have participated as co-conspirators in the antitrust violations and unfair practices alleged herein

and performed acts and made statements in furtherance thereof.
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35.  Furthermore, the franchisees and brokers of the Corporate Defendants agreed to,
complied with, and implemented the Adversary Commission Rule in the geographic areas covered
by the Subject MLSs and thereby have participated as co-conspirators in the antitrust violations
and unfair practices alleged herein and performed acts and made statements in furtherance thereof.

36.  Defendants are jointly and severally liable for the acts of their co-conspirators
whether named or not named as defendants in this Complaint.

FACTUAL ALLEGATIONS
Real Estate Industry Background

37.  State licensing laws regulate who can represent sellers and buyers in the real estate
market. There are two licensee categories: (1) the real estate broker (also known as a “brokerage
firm”™), and (2) the individual real estate licensee or agent. Brokerage firms license individual real
estate realtors or agents and are legally responsible for the actions of their licensed realtors or
agents.

38.  Licensed brokers are the only entities permitted by state law to be paid to represent
buyers or sellers in a real estate transaction. That is why real estate brokerage contracts with sellers
and buyers are required to be with brokers, not agents, and all payments to individual realtors or
agents pass through brokers.

39.  Most brokers and their individual realtors or agents occupy dual roles: that is, a
broker may act as a seller broker for some home sales and act as a buyer broker for other home
sales.

40. According to NAR, 92% of sellers sold their home with the assistance of a real
estate broker in 2017, and 87% of buyers purchased their home with the assistance of a real estate

broker in 2017.
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41.  Intypical residential real estate transactions, real estate brokers and agents receive
compensation through commissions that are calculated as a percentage of a home’s sale price, and
the commissions are paid when the home sells.

42. A seller broker’s compensation is set forth in a listing agreement, a contract
between the seller and the seller broker. The listing agreement includes the terms of the listing
and often provides that the seller broker has the exclusive right to market the seller’s home.
Notably, due to the Adversary Commission Rule, the listing agreement specifies the total
commission that a home seller will pay to the seller broker and also specifies the amount earmarked
to be paid to the buyer broker (in the event the buyer has a broker).

43.  When a buyer retains a broker, the buyer enters into a contract with that broker. The
contract typically discloses that the buyer broker will be compensated by receiving a commission
from the seller broker.

44.  If the buyer has a broker, the seller broker pays the buyer broker a commission out
of the total commission paid by the seller. In fact, a standard of conduct in NAR’s Code of Ethics
permits and encourages buyer brokers to tell their clients that their services are free, which
obviously is not a true statement.

45.  The result of these agreements and the Adversary Commission Rule is that buyer
brokers — who are supposed to assist their clients in negotiating against the seller — receive their
compensation from the total commission paid by the seller, not from the buyer they represent.
Real estate insiders recognize that the Adversary Commission Rule leads to a marketplace where
there is “a lot of confusion around how commissions work,” where even writers for real estate

publications “never get[] a very clear cut answer from the industry or from anyone” on the subject.’

® FTC-DOJ Joint Public Workshop, Segment 1 Tr., June 35, 2018 (link provided supra).
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And other market participants agreed that the practice is “confusing” and that most consumers
“just don’t understand how commission works,”'°

46.  Absent the Adversary Commission Rule and in a competitive market (after all, a
seller has no incentive to compensate a buyer broker for actively negotiating against a seller’s
interests), a buyer would instead pay his or her broker, and a seller would agree to a pay a
commission that would go solely toward the seller’s own broker. The seller’s total broker
commission would thus be approximately half (or less) than the amount that sellers have paid as a
total commission to compensate both their selling broker and their adversary’s broker, the buying
broker,
Multiple Listing Services (MLSs) and the Adversary Commission Rule

47.  An MLS is a database of properties listed for sale in a defined region that is
accessible to real estate brokers and their realtors or agents, if they are in compliance with the rules
of the MLS. The Subject MLSs are owned and operated by local realtor associations that are
members of, and governed by, NAR.

48.  Asrequired by NAR rules, seller brokers list their clients® property on an MLS. If
a seller broker does not list a client’s property on an MLS, most buyer brokers will not show that
property to prospective buyers. MLSs also act as the main source of listings for online websites,
such as Zillow, through which many prospective home buyers find homes.

49.  The Adversary Commission Rule requires a seller broker, on behalf of the seller, to

make a blanket, unilateral and effectively non-negotiable offer of compensation to buyer brokers

0 FTC-DOJ Joint Public Workshop, Segment 2 Tr., June 5, 2018, available af
https://www.flc.gov/system/ﬁles/documents/videos/whats-new—residenlial-real-estate-brokerage-
competition-part-2/ftc-doj_residential_qre_brokerage_competition_workshop_transcript_
segment_2.pdf.
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whenever listing a home on an MLS owned by a local NAR association. If a buyer represented by
a broker purchases the home, then the buyer broker receives the offered compensation.
Anticompetitive NAR Rules

50.  The Adversary Commission Rule was adopted by NAR in 1996 in its Handbook on
Multiple Listing Policy (the “Handbook™). The rule has been in effect ever since.

51.  Before the adoption of the Adversary Commission Rule in 1996, NAR played a
central role in designing, implementing, and enforcing through the MLS system a similar and also
deceptive and flawed market structure in which all brokers involved in residential home sales
tended to represent the seller, either as the seller’s broker or as the “sub-agent” of the seller’s
broker.

52.  Under this prevailing system of sub-agency, even if a broker was primarily working
with buyers, the broker remained legally obligated to represent the interests of sellers.'!
Accordingly, when a transaction closed, the seller would pay a total commission to the seller
broker, who would in turn compensate the “sub-agent” broker who had been working with the
buyer, albeit while owing legal and fiduciary obligations to the seller.

53. As a result of this confusing and misleading marketplace practice, many
homebuyers believed (mistakenly) that the sub-agent broker was working on their behalf. “When
this sub agency system, in which brokers working with buyers were legally obligated to pass

on information disadvantageous to their clients to sellers, was exposed through press coverage, it

" Further information regarding the system of sub-agency is set forth in the following publication:
Stephen Brobeck & Patrick Woodall, How the Real Estate Cartel Harms Consumers and How
Consumers Can Protect Themselves, CONSUMER FED’N OF AM. (2006), available at
https://consumerfed.org/pdfs/Real_Estate_Cartel_Study061906.pdf.
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collapsed almost overnight.”!?

54.  Once brokers working with buyers were no longer serving as “sub-agents” for the
seller’s broker, the prior practice of the seller paying commission to both brokers involved in the
transaction should have disappeared, as no justification remained to warrant it. However, that is
around when NAR and its co-conspirators stepped in to implement and enforce an anticompetitive
and deceptive scheme designed to continue and maintain supra-competitive commissions and
impede innovation and lower-priced competition by requiring, through the Adversary Commission
Rule, that seller brokers make blanket, unilateral offers of compensation to buyer brokers when
listing a home on an MLS.

55.  Specifically, in November 1996, NAR adopted the Adversary Commission Rule in
its Handbook on Multiple Listing Policy (the “Handbook™).

56.  The NAR Board of Directors, and committees reporting to it, determine from time
to time whether to modify any policies in the Handbook, and the Board has approved certain
changes in recent years within the Subject MLS Class Period.

57. All policies that are retained unchanged, and all modified or revised or new policies,
are then set forth in new editions of the Handbook that tend to be issued annually. The Board of
Directors of NAR have consistently and repeatedly agreed and chosen to retain the Adversary
Commission Rule in the Handbook even in the face of criticism by economists and industry experts
that the Adversary Commission Rule is anticompetitive and causes supra-competitive commission
rates.

58.  In revising and re-issuing the Handbook, NAR has invited each of the Corporate

Defendants and other co-conspirators to participate in the following agreement, combination, and

2 1d. at 3, available at https://consumerfed.org/pdfs/Real_Estate_Cartel_Study061906.pdf.
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conspiracy: They can participate in the MLS, and gain the benefits provided by NAR and the
MLS, but only upon the condition that they agree to adhere to and enforce the anticompetitive
restraints set forth in the Handbook. Thus, to the extent any Corporate Defendant argues that it
was not involved in the initial drafting or adoption of the Adversary Commission Rule, that
argument lacks legal significance because each Corporate Defendant has joined the conspiracy and
agreed to abide by, implement, and enforce the Adversary Commission Rule.

59.  The Handbook states the Adversary Commission Rule as follows:

In filing a property with the multiple listing service of an association of
Realtors®, the participant of the service is making blanket unilateral offers
of compensation to the other MLS participants, and shall therefore specify
on each listing filed with the service, the compensation being offered to the
other MLS participants.'?

60. The Handbook further states that “[m]ultiple listing services shall not publish
listings that do not include an offer of compensation expressed as a percentage of the gross selling
price or as a definite dollar amount, nor shall they include general invitations by listing brokers to
other participants to discuss terms and conditions of possible cooperative relationships.”'*

61.  The Adversary Commission Rule shifts a cost to the seller that would otherwise be
paid by the buyer in a competitive market. As the Wall Street Journal recently opined, the result
is that home sellers are effectively required to hire a buyer broker if they wish to list their home

on an MLS, which requires the services of a seller broker, and that this system is a “potentially

illegal tying arrangement under the Sherman Anti-Trust Act that keeps buying agents paid though

B3 NAR Handbook, at 63.
¥ NAR Handbook, at 35.
23

Case 4:19-cv-00332-SRB Document 759 Filed 05/06/22 Page 23 of 55



they offer almost no useful services.”!

62.  Moreover, the NAR requirement that the seller broker make a blanket, unilateral
offer provides an incentive for seller brokers to cooperate with buyer brokers by offering a high
commission for the buyer broker. And, of course, brokers often act as a selling broker in one
transaction but as a buyer broker in another, which fact further contributes to the competition-
restraining effects of the Adversary Commission Rule in that it fosters an environment in which
brokers work cooperatively to split a total commission, instead of openly competing to earn the
business of both potential home sellers and potential home buyers based solely on the services to
be provided to that represented party. '¢

63.  Asto the potential possibility that a buyer might seek to reduce his or her broker’s
commission by making that reduction a condition of a purchase offer, NAR has adopted another
rule that prevents this. Specifically, NAR’s Code of Ethics, Standard Practice 16-16, states:

REALTORS, acting as subagents or buyer/tenant representatives or
brokers, shall not use the terms of an offer to purchase/lease to attempt to

* Jack Ryan & Jonathan Friedland, When You Buy or Sell a Home, Realty Bites, WALL ST. J.
(Mar. 3, 2019), https://www.wsj.com/articles/when-you-buy-or-sell-a-home-realty-bites-
11551649734,

' In addition, the requirement that the offer of compensation be “blanket” means that the
Adversary Commission Rule compels home sellers to make this financial offer without regard to
the experience or quality of the buyer-broker and without regard to the services or value being
provided by that buyer broker. The same “blanket” fee must be offered to a brand new buyer-
broker with no experience as that offered to a buyer-broker with many years of experience. Ina
competitive and rational market, competitors with more experience and a track record of results
tend to command higher prices than new entrants with no experience or track record, but the
Adversary Commission Rule blocks this kind of competitive differentiation. Moreover, because
the offer is blanket and can be easily compared to the blanket offers that every other seller broker
must include and publish (to fellow brokers only) on the MLS, the Adversary Commission Rule
by design creates strong incentives for sellers and seller brokers to offer the high, standard
commission rates to buyer brokers that the conspiracy has long sought to maintain. Seller brokers
know that if they list a home and include a lower blanket offer of compensation to buyer brokers,
then due to the practice of “steering” the community of buyer brokers is likely to avoid showing
that home to their clients (potential home buyers).
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modify the listing broker’s offer of compensation to subagents or
buyer/tenant representatives or brokers nor make the submission of an
executed offer to purchase/lease contingent on the listing broker’s
agreement to modify the offer of compensation. '’
In other words, for a buyer broker even to present an offer to a seller that is conditional on the
seller reducing the buyer-broker commission would expressly violate NAR’s ethics rules. There
is nothing ethical or economically rational about Standard Practice 16-16, especially when coupled
with the Adversary Commission Rule.

64.  NAR has published “Case Interpretations” that exacerbate the anticompetitive
effects of its ethics rules and provide a mirage of potential negotiation regarding the buyer broker
commission. For example, NAR’s Case Interpretation #16-15 states that negotiation over the
amount of a buyer broker’s commission may only occur if it is “completed prior to showing of the
property” by the buyer broker to the potential buyer. That is, the buyer broker, if inclined to reduce
the amount of buyer broker commission, must request a commission reduction before the broker
can even show the property to his or her client (the potential buyer). Obviously, the NAR Rule
and Case Interpretation practically and effectively guarantee that no such negotiations will ever
take place. !¢

65.  But for the Adversary Commission Rule and other anticompetitive rules and

policies of NAR, buyers (not sellers) would pay the commission to their broker, and brokers would

17 National Association of Realtors, Code of Ethics and Standard of Practice (Jan. 1, 2019),
available at https://www.nar.realtor/sites/default/files/documents/2019-COE.pdf.

'8 Even if some negotiation does rarely occur, the Adversary Commission Rule still works to
clevate the baseline for any such rare negotiations. Just as an agreement to fix prices (or an
agreement to announce uniform price increases) is per se unlawful even though the marketplace
might reflect some potential negotiation with the conspirators’ customers, the Defendants’
conspiracy here is unlawful and anticompetitive because it elevates the baseline for any
negotiations,
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have to engage in competition by offering lower commissions to prospective buyers. And, selling
brokers would face downward pressure on total commissions and renewed competition to earn
business from home sellers, as seller brokers would no longer be calculating their commission
rates to include any compensation for the buyer broker. '?

NAR'’s Oversight and Enforcement of its Anticom petitive Rules

66.  NAR has experienced success in requiring that its members — which include state
and local realtor associations in the Subject MLSs and, in particular, in this District, as well as
non-member brokers and agents who operate in geographic areas with MLSs operated by local
realtor associations — comply with its anticompetitive rules and with other rules set out in the
Handbook and NAR’s Code of Ethics.

67.  NAR requires that its members which own and operate MLSs comply with the
mandatory provisions in the Handbook and the Code of Ethics. The Handbook states that an
agreement by an association to establish an MLS must include “roles and responsibilities of each
association for enforcement of the Code of Ethics” and the “intent of the multiple listing service(s)
to operate in compliance with the multiple listing policies of the National Association.”2°

68.  Local realtor associations own each of the Subject MLS and are required by NAR
to monitor their MLS and the MLS’s participants to ensure that they comply with mandatory
provisions from the NAR Handbook. Thus, each local realtor association and MLS, and each

participant in those associations and MLSs, agrees to the anticompetitive restraints challenged in

" Even if one assumes for the sake of argument that, in a market free of the Adversary

Commission Rule, a seller continue to pay all or a portion of the buyer broker’s commission, the
commission would be far less than the 2.5 to 3.0 percent currently charged to home sellers like
Plaintiffs and paid to buyer brokers.

20 NAR Handbook, at 9.
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this lawsuit, and they all play important roles in implementing and enforcing those restraints.

69.  Failure to strictly comply with the Code of Ethics can lead to expulsion for NAR’s

individual and associational members. NAR’s Code of Ethics and Arbitration Manual states:
Any Member Board which shall neglect or refuse to maintain and
enforce the Code of Ethics with respect to the business activities of its
members may, after due notice and opportunity for hearin g, be expelled
by the Board of Directors from membership in the National
Association.?!

70. If a broker or agent were denied access to a local MLS, including the Subject MLS,
then that broker and its agents could not list properties for sale in the centralized database or receive
offers of compensation for finding a buyer for a listed property.

71. NAR’s model rules for local realtor associations operating in the Subject MLSs
also require adherence to NAR’s Code of Ethics.

72. NAR further penalizes and discourages potential noncompliance with its
anticompetitive rules by withholding professional liabi lity insurance from any associations
operating under any bylaws or rules not approved by NAR.22 NAR’s position and monitoring of
potential non-compliance includes conduct to oversee and monitor associations that operate in and
transact business in the areas covered by the Subject MLSs and, in particular, in this District

73. NAR reviews the governing documents of its local realtor associations,
including those operating in the Subject MLSs and in this District, to ensure compliance with

NAR rules. NAR requires its local realtor associations, including those operating in the Subject

MLSs and in this District, to demonstrate their compliance with these rules by periodically

*1 National Association of Realtors, Code of Ethics and Arbitration Manual 2019, at 1, gvailable
at https://www.nar.realtor/sites/default/files/documents/2019-CEAM. pdf,

22 NAR Handbook, at 8.
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sending their governing documents to NAR for review.
The Corporate Defendants Designed, Joined, and Participated in the Conspiracy

74.  The Corporate Defendants — HomeServices, Keller Williams, Realogy, and
RE/MAX — have agreed to adopt, promote, implement, and enforce the Adversary Commission
Rule through their active and direct involvement in NAR governance and by imposing NAR rules
on local real estate associations and the Corporate Defendants’ affiliated franchisees, brokers, and
employees. By participating in an association which prevents members from allowing their
associates to compete with one another for commissions (and which requires illegal tying
arrangements), and by agreeing to follow and enforce these anticompetitive rules, the Corporate
Defendants have joined the conspiracy and acted to further its implementation and enforcement.

75. The Corporate Defendants have orchestrated, joined, and participated in the
alleged conspiracy in at least three ways: (1) the Corporate Defendants have required their
franchisees (and the agents or realtors employed by those franchisees) operating in and
transacting business in the Subject MLSs and in this District to comply with NAR rules, including
the Adversary Commission Rule; (2) executives of the Corporate Defendants have supervised
NAR'’s operations, including NAR’s adoption, maintenance, and enforcement of the Adversary
Commission Rule in the Subject MLLs and in this District; and (3) the Corporate Defendants have
caused their franchisees to influence local realtor associations within the Subject MLSs and in this
District to adopt and enforce NAR’s rules, including the Adversary Commission Rule.

76.  First, the Corporate Defendants implemented the conspiracy by requiring that their
franchisees (and by necessary implication, the franchisees’ agents and realtors) in the geographic
areas in which the Subject MLSs operate to comply with NAR’s rules, including the Adversary

Commission Rule.
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77.  Franchise agreements between the Corporate Defendants and their franchisees
require those franchisees and their agents to (a) comply with NAR’s Code of Ethics; (b) join and
comply with the rules of the local realtor association; and (c) participate in and comply with the
rules of the local MLS, which include the mandatory rules in the NAR Handbook. Each of the
Corporate Defendants is party to one or more agreements with subsidiaries, franchisees, and/or
affiliates that are located in this District and that transact business in this District.

78. Second, executives from the Corporate Defendants, the four largest real estate
brokerage franchisors in the country, have actively participated in the management and operation
of NAR. Indeed, senior executives of the Corporate Defendants have served on NARs governing
board of directors. For example, both Ronald J. Peltier, the Executive Chairman of HomeServices
of America, and Nancy Nagy, CEO of Berkshire Hathaway HomeServices KoenigRubloff Realty
Group, currently serve as directors of NAR, and Bruce Aydt, Senior Vice President and General
Counsel of Berkshire Hathaway HomeServices Alliance Real Estate, is the former Chair of NAR’s
Professional Standards Committee. Both NAR’s Handbook and in its Code of Ethics (and thus
the Adversary Commission Rule) were drafted, developed, and promulgated by NAR’s board of
directors or NAR’s Professional Standards Committee.

79.  NAR’s day-to-day operations are managed by an ei ght-person Leadership Team.
In 2018, that team was dominated by executives of franchisees of the Corporate Defendants. For
example, the immediate past President of NAR, Elizabeth Mendenhall, is the CEO of RE/MAX
Boone Realty in Columbia, Missouri, one of the Subject MLSs in this lawsuit. The President of
NAR is John Smaby, a sales agent at Edina Realty, which is a HomeServices of America company.
NAR'’s Vice President of Association Affairs, Colleen Badagliacco, is an agent for Legacy Real

Estate & Associates, which is a franchisee of a Realogy firm. The 2019 leadership team includes
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John Smaby and Elizabeth Mendenhall, as well as Charlie Oppler, First Vice President and COO
of a Sotheby’s International Realty franchisee, and Tracy Kasper, Vice President of Advocacy
and a broker/owner of a Berkshire Hathaway franchisee.

80.  Further, the following representatives from the Corporate Defendants or their
franchisees participated in the NAR Multiple Listing Issues and Policies Committee, responsible
for reviewing and reissuing the Handbook, in the past four years: Mike Nugent, Berkshire
Hathaway; Laurie Weston Davis, Better Homes and Gardens Real Estate; Kenneth Walker,
RE/MAX Paradigm Realty Group; Sue Cartun, Keller Williams; Mark Trenka, Century 21; and
Sam DeBord, Coldwell Banker.

8l.  Third, executives of franchisees of the Corporate Defendants have participated in
the governance of the local realtor associations that own and operate the Subject MLSs (and
participate in the governance of other local realtor associations), and they implemented the
conspiracy through those associations. Those executives and local realtor associations required
compliance with the NAR rules, including the Adversary Commission Rule, and adopted standard
form contracts to implement these NAR rules.

82.  For example, in 2019 the Heartland MLS Board of Directors has an Executive
Committee whose members include representatives from RE/MAX Elite Realtors (affiliated with
and/or franchisee of RE/MAX), ReeceNichols Southgate (owned by and/or affiliated with
HomeServices), and BHG Kansas City Homes (owned by and/or affiliated with Realogy), while
multiple representatives from Kansas City-area Keller Williams franchisees or affiliates also serve
on the Board of Directors.

83.  The Corporate Defendants actively encourage their franchisees to be involved in

local realtor association governance. For example, Keller Williams® “Policy & Guidelines
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Manual” encourages its agents to participate “to the greatest possible extent” in state NAR
associations and *“to take an active role in” local realtor associations. The manual further stresses
cooperation with other realtors: “We cooperate and live by the spirit of cooperation with al| other
REALTORS® and brokers.”??

84.  Accordingly, in each of the areas in which the Subject MLS operate, including in
this District, the franchisees of the Corporate Defendants have joined and furthered the alleged
conspiracy through their collaboration with local realtor associations to implement, comply with,

and enforce NAR’s rules, including the Adversary Commission Rule.

EFFECTS OF THE CONSPIRACY

85. Defendants’ conspiracy has had the following anticompetitive effects, among
others, in each area in which a Subject MLS operates:

a.  Home sellers have been forced to pay commissions to buyer brokers —
who represent their adversaries in negotiations to sell their homes —
thereby substantially inflating the cost of selling their homes.

b.  Home sellers have been compelled to set a high buyer-broker commission
to induce buyer brokers to show their homes to the buyer brokers’ clients.

¢.  Home sellers have paid inflated buyer-broker commissions and inflated
total commissions.

d.  The retention of a buyer broker has been severed from the setting of the

broker’s commission; the home buyer retains the buyer broker, while the

B Keller Wiltiams Realty, Inc., Policies & Guidelines Manual (Apr. 1, 2019) at 51, 46 available
at https://sS.amazonaws.com/prodkwconnect—corc/uploads/faq_resources_blockqfaqs_O_contcnt/
5¢a2613326¢f7.pdf.
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home seller’s agent actually sets the buyer broker’s compensation.

e.  Price competition among brokers to be retained by home buyers has been
restrained, as has price competition among brokers seeking to be retained
to sell homes.

f.  Competition among home buyers has been restrained by their inability to
compete for the purchase of a home by lowering the buyer-broker
commission.

g. The Corporate Defendants and their franchisees have increased their
profits substantially by receiving inflated buyer-broker commissions and
inflated total commissions.

86.  Plaintiffs are not aware of any pro-competitive effects of Defendants’ conspiracy,
which is plainly anticompetitive and injurious to competition. While the prior system of sub-
agency might partially explain the historical practice of sellers paying commission to both the
selling agent or broker and to the agent or broker working with and/or procuring the buyer, with
the demise of that confusing and misleading system no such justification remains for the seller to
continue paying the broker now working for and retained by the buyer.

87.  To the extent Defendants may seek to argue that the MLS system in some abstract
fashion has certain pro-competitive benefits, none of these purported benefits depends in any way
upon specifying brokers’ respective commission rates.

88.  Evenifany alleged pro-competitive effects exist, they are substantially outweighed
by the conspiracy’s anticompetitive effects.

89.  Substantial economic evidence supports the view that Defendants’ conspiracy has

resulted in inflated total commissions and inflated buyer-broker commissions paid by home
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sellers, at levels far above what a competitive market would produce.

90.  Compared to other countries with competitive markets for residential real estate
brokerage services, the commissions in the Subject MLSs are substantially higher. Economists
Natalya Delcoure and Norm Miller compared international real estate commissions with those in

the United States.?* They concluded:

Globally, we see much lower residential commission rates in most of
the other highly industrialized nations, including the United Kingdom
(UK), Hong Kong, Ireland, Singapore, Australia, and New
Zealand . . .. Inthe UK, the [total] commission rates average less than
2%. ... In New Zealand and South Aftrica, [total] commission rates
average 3.14%. In Singapore, the [total] commission rates also tend to
run around 3%.%

91.  Delcoure and Miller also found variation within countries. For example, in the
UK, they found that “1%-2% is typical” for total broker commissions, but that in “very
competitive areas” the total rates ranged between “0.5-0.75%” whereas in lower priced areas the
range was “as high as 3.5%.72% Ultimately, the economists concluded that, “based on global data,
the [total] US residential brokerage fees should run closer to 3.0%.”27

92.  In comparison, the total broker commissions (i.e., the aggregate commission paid
to the seller broker and buyer broker) in the areas in which the Subject MLSs operate average
between 5% and 6%, with buyer broker commissions by themselves holding steady in a range

between 2.5% and 3%. These numbers have remained stable despite both rising home prices

*4 See Natalya Delcoure & Norm G. Miller, International Residential Real Estate Brokerage Fees
and Implications for the US Brokerage Industry, 5 Int’l Real Estate Review 12 (2002).

3 1d. at 14.
614 at 17.
2T 1d at 13,
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(which lead to larger commission amounts) and the decreasing role of the buyer broker in an age
when many prospective home buyers have already scoured the market using Zillow or other
websites. Indeed, upon information and belief, a representative of Defendant Keller Williams
reported to other industry participants that its buyer brokers were receiving an average
commission of 2.7% in 2015, an amount nearly identical to the 2.8% it reported in 2002,

93.  Other economists have reached similar conclusions. A Professor of Economics
from Cornell University has described the Adversary Commission Rule — that is, the NAR
requirement of having “the seller pay[] for the commission of both the listing [selling] agent and
the cooperative [buyer’s] agent” — as a “structural hurdle” that has prevented innovation and
price competition in the real estate market.?® This “hurdle” exists only because of Defendants’
anticompetitive conspiracy and does not stem from any actual or unique structural aspect of real
estate markets,

94.  In addition, Defendants’ conspiracy exerts particularly strong effects in certain of
the Subject MLSs, in particular the Heartland MLS that covers the Kansas City Metropolitan area
and includes parts of Missouri and Kansas. That is, as noted by the Antitrust Division of the
United States Department of Justice, ten states prohibit buyer brokers from offering rebates to
buyers.?” Kansas and Missouri are both among those ten states that prohibit such rebates to buyers
paid out of a buyer broker’s commission. This aspect of state law makes Defendants’

anticompetitive conspiracy even more effective in the Subject MLSs and easier to enforce, in that

8 See FTC-DOJ Joint Public Workshop, Segment 3 Tr., June 5, 2018, available ar
https://www.ﬂc.gov/system/ﬁles/documents/videos/whats—new-residential-real-estate-brokerage-
competition-part-3/ftc-doj_residentiai_re_brokerage_competition_workshop_transcript_
segment_3.pdf

2 See https://www justice.gov/atr/consumers-save-thousands-commissions.
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state law has foreclosed one potential avenue through which buyer brokers might attempt to
compete with one another for prospective home buyers. As observed by the Consumer Federation
of America, when an anti-rebate law is combined with “the coupling of listing and buyer
brokerage” commission rates, as required by the Adversary Commission Rule, “there’s just really
no hope for effective [price] competition on the buyer’s side.”*°

95.  The Adversary Commission Rule encourages and facilitates anticompetitive
steering away from brokers who deviate from the “standard” commission practices and rates.
Keller Williams, through materials prepared for its “Keller Williams University” program used to
train realtors, boasts that “the standard real estate commission has stabilized, over the years, at
right around 6 percent.” The Adversary Commission Rule enables buyer brokers to identify and

compare the buyer-broker compensation offered by every seller in the Subject MLSs and then

3 See FTC-DOJ Joint Public Workshop, Segment 3 Tr., June 5, 2018, available at
https://www.ftc.gov/system/files/documents/videos/whats-new-residential-real-estate-brokerage-
competition-part-3/fic-doj_residential_re_brokerage_competition_workshop_transcript_
segment_3.pdf
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steer their clients toward homes offering higher commissions. Defendant Keller Williams even
trains its seller brokers on how to persuade home sellers not to reduce the buyer-broker
commission to be offered and do so based on a presumption that steering is widespread and will
occur. In materials for its “Keller Williams University,” Keller Williams provides “scripts” with
recommended talking points to be used to address potential concerns or questions from home

sellers. One such “script” from the Keller Williams University materials is below:

Explaining How Commission Is Used: Script #4

SEtLER: Can you reduce your commission?

AGENT: Of course. As you know, commissions are negotiable. But let me
ask you—what are you trying to accomplish by getting me to
reduce the commission?

SELLER: I'm srying to save money.
AGENT: I understand. Do you know how a commission structure works?
SELLER: Not really. I just krnow that I have to pay you a certain amount of

what I receive for my howse, and that means I get 1o keep less.

AGENT: Let me explain what happens when you reduce a commission.
First of all, half of the commission usually goes to a cooperating
agent. When you reduce the commission, you reduce the
incentive for that agent to bring a buyer to your house. If an agent
has ten different houses, nine of which come with a 3 percent
commission, one of which comes with 2.5 percent commission,
which houses do you think they're going to show?

SELLER: The ones with the larger compmission.

AGENT: Absolutely. You're putting yourself at a disadvantage competitively
when you reduce your commission, wouldnt you agree?

SkrLER: 1 guess that’s rrue.

96.  Inan earlier script (“Explaining How Commission Is Used: Script #27), the Keller
Williams guide suggests that a realtor point out that “the homes that are really selling almost
always have 3 percent to the other agent,” in contrast to “these other listings where they’re asking
just 2.5 percent for the other agent.”

97.  This practice of steering, confirmed by economic literature and by Defendants’
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own training materials, has manifest anticompetitive effects. Steering deters reductions from the
“standard” commission and enables brokers to avoid doing business with, or to retaliate against,
buyer brokers who try to compete by offering significant discounts.

98.  The Corporate Defendants, and their franchisees and brokers and other co-
conspirators, also appear to use software technology to help facilitate steering based on MLS
commission information. They have taken further actions to prevent buyers from learning about
properties that offer discount buyer-broker commissions.

99.  CoreLogic is a software technology company that provides software and data
services to many MLSs around the country and, upon information and belief, to the Subject MLSs.
CoreLogic’s software program is called “Matrix.” Matrix has features that allow a broker to create
and curate a tailored electronic listing of potential properties to send to their buyer clients when
those properties match certain criteria applicable to that buyer client’s interests. The Matrix
software allows the broker, however, to filter listings by the buyer-broker commission being
offered, which means that the buyer broker can use the Matrix software to ensure that his or her
client only receives information about potential homes offering buyer-broker commission in a
desired range.

100. The Antitrust Division of the United States Department of Justice is now
conducting an active investigation into potentially anticompetitive practices in the residential real
estate brokerage business, including a focus on compensation to brokers and restrictions on their
access to listings. The Antitrust Division has recently served Civil Investigative Demands

(“CIDs”) as part of its investigation into “[p]ractices that may unreasonably restrain competition
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in the provision of residential real-estate brokerage services.”>!

101.  The CID that the Antitrust Division served on CoreLogic directed it to produce
“all documents relating to any MLS member’s search of, or ability to search, MLS listings on any
of the Company’s multiple listing platforms, based on (i) the amount of compensation offered by
listing brokers to buyer brokers; or (ii) the type of compensation, such as a flat fee, offered by
listing brokers to buyer brokers.”

102.  In addition, NAR has enacted certain other rules and policies — which the
Corporate Defendants have helped draft and then abided by, agreed to, and implemented — that
further exacerbate the anticompetitive effects of steering. That is, requiring that the offered buyer-
broker commission be specified in only certain ways (such as a percentage of the sale price) makes
it easy for realtor participants to see and compare offers., Further, Defendants have ensured that
while realtors can easily see buyer-broker compensation offers, regular home buyers and sellers
cannot see such information whenever they are permitted access to view MLS listings (through a
virtual office, for example). NAR also prohibits such information from being shared or disclosed
through data sharing arrangements with third-party websites (such as Zillow) or other MLS
syndication services.

103. At the same time, the NAR Rules mandate that commission price information be
listed and shared among brokers and realtors. Such a one-way, concealed information flow
prevents price competition that could benefit consumers while allowing brokers to exert upward

pressure on pricing and to punish fellow brokers and realtors who deviate downward on

*! Civil Investigative Demand to CoreLogic, U.S. Dept. of Justice, No. 29938 (issued April 16,
2019).

32 Id
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commission rates. And because home sellers and potential home buyers do not have access to
information reflecting the blanket, unilateral offers of buyer-broker compensation, they have
essentially no ability to detect steering by buyer brokers if it is taking place.

104, The economic evidence is plain that the Adversary Commission Rule works to
restrain competition in several respects in real estate markets with the result being that home
sellers pay far more than they otherwise should.

105.  Defendants’ conspiracy and the Adversary Commission Rule was designed to keep
real estate commissions at elevated, supra-competitive levels, and Defendants have managed to
keep the “standard real estate commission” “stabilized . . . at right around 6 percent” for many
years, despite significant changes in technology that should have substantially reduced
commission charges.

RELEVANT MARKETS AND DEFENDANTS’ MARKET POWER

106.  The relevant service market for the claims asserted herein is the bundle of services
provided to home buyers and sellers by residential real estate brokers with access to the Subject
MLSs. Defendants’ control of the Subject MLSs allows Defendants to impose the Adversary
Commission Rule and other anticompetitive NAR rules on Class members and other market
participants. Access to the Subject MLSs is critical for brokers to compete and to assist home
buyers and sellers in the areas in which those MLSs operate.

107. The relevant geographic markets for the claims asserted herein are no broader than
the geographic areas in which the four Subject MLSs operate. Nearly all homes sold in these
geographic areas were listed on the MLS by brokers that are subject to the MLS and NAR rules

and standards. The residential real estate business is local in nature. Most sellers prefer to work

with a broker who is familiar with local market conditions and who maintains an office or
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affiliated sales associates located reasonably near the seller’s property. Likewise, most buyers
seek to purchase property in a particular city, community, or neighborhood, and typically prefer
to work with a broker who has knowledge of the area where the buyer has an interest.

108. The Corporate Defendants, through their co-conspirator franchisees and other
conspiring brokers in the areas in which the Subject MLSs operate, collectively provide the vast
majority of the residential real estate broker services in these areas and in this District.

109. Defendants and their co-conspirators collectively have market power in each
relevant market through their control of the local MLS and their dominant share of the local
market.

110.  Any buyer brokers in the areas in which the Subject MLSs operate who wished to
compete outside of Defendants’ conspiracy would face insurmountable barriers. Defendants’
effective control of the Subject MLSs through their co-conspirators (i.e., through their local
franchisees, other local brokers, and the local realtor associations) means that non-conspiring
brokers would need to establish an alternative listing service to compete with the conspiring
brokers, or alternatively, attempt to compete without access to a listing service.

111. A seller’s broker without access to a listing service like the Subject MLS would be
unable to reach the large majority of potential buyers, and a broker who represented a buyer
without using a listing service would lose access to the large majority of sellers. Brokers cannot
compete effectively without access to a listing service.

112. For an alternative listing service to compete effectively with one of the Subject
MLSs, the alternative would need to have listings as comprehensive (or at least nearly so) as the

Subject MLS. But Brokers and their individual realtors or agents who currently profit from

inflated buyer broker commissions and total commissions have minimal incentive to participate
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on an alternative listing service that would generate lower total commissions and lower buyer
broker commissions and seller broker commissions. Further, many buyers would be reluctant to
retain a buyer broker operating on an alternative listing service that required them to pay the buyer
broker commission, when other buyer brokers operating on the Subject MLSs are entirely
compensated by home sellers. Accordingly, seller brokers on an alternative listing service would
struggle to attract buyer brokers and their buyer clients.

113. Moreover, many home sellers would not retain brokers using a new, unfamiliar
alternative listing service that had no track record of success and had failed to attract sufficient
buyers and buyer brokers. Any listing service attempting to compete with any of the Subject MLSs
would likely fail to attract enough property listings to operate profitably and be a competitive
constraint on the incumbent MLS. The absence of listing services that compete with the Subject
MLSs (or other MLSs) reflects the very substantial barriers to entry.

114.  Asan additional impediment to potential competition, NAR advises MLSs to enter
into non-compete agreements with third-party websites, such as Zillow, so that those websites do
not become competitive rivals to MLSs. NAR’s checklist of “critical components” states that the
consumer-facing website “must agree they will not compete with the brokerage firms or MLS by
cither becoming a licensed brokerage firm or by providing offers of cooperation and
compensation.” The non-compete agreement requires the consumer-facing website to agree not
to “use the data in a manner that is similar to a Multiple Listing Service.” NAR has thus advised
MLSs to take affirmative steps to further the alleged conspiracy by preventing third-party websites
from becoming possible competitors.

L15. NAR has also previously taken actions to stifle innovation and competition among

real estate brokers, including actions which led to the Antitrust Division of the Department of
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Justice (“DOJ”) filing a lawsuit to enjoin a NAR “policy that obstruct[ed] real estate brokers who
use innovative Internet-based tools to offer better services and lower costs to consumers.” NAR
ultimately agreed to a Final Judgment in which it agreed to modify and abandon its challenged
policy.>* The DOJ’s lawsuit illustrates that NAR has a history of formulating, adopting, and
enforcing anticompetitive policies — like the Adversary Commission Rule challenged in this case
— that stifle innovation and restrain competition in violation of federal law. NAR and the real
estate industry’s history of anticompetitive conduct extends much farther back as well, in that for
much of the first half of the 20th Century realtors operated under express agreements to use
specified commission percentages in home sale transactions, until the United States Supreme
Court declared that scheme an illegal price-fixing arrangement under the federal antitrust laws in

United States v. Nat'l Ass’n of Real Estate Bds., et al., 339 U.S, 485 (1950).

CONTINUOUS ACCRUAL

116. During the four years preceding the filing of this Complaint, Defendants, through
their co-conspirator brokers in the areas in which the Subject MLSs operate, repeatedly charged
and received buyer-broker commissions and total commissions that were inflated as a result of
the conspiracy. These inflated commissions during the preceding four years were paid by
Plaintiffs and the other Class members in connection with the sale of residential real estate listed
on one of the Subject MLSs. Each payment of these inflated commissions by Plaintiffs and the
other Class Members during the last four years injured them and gave rise to a new cause of action
for that injury.

117.  During the last four years, Defendants and their co-conspirators have maintained,

3 See https://www.justice.gov/archive/atr/public/press_releases/2005/211008.htm; see also
https://www.justice.gov/atr/case-document/final-judgment-142.
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implemented, and enforced the Adversary Commission Rule and other anticompetitive NAR rules

nationwide, including in the areas in which the Subject MLSs operate and in this District.

CLASS ACTION ALLEGATIONS

118.  Plaintiffs bring this action on behalf of themselves, and as a class action under

Eederal Rule of Civil Procedure 23, on behalf of the members of “the Subject MLS Class,”

asserting Count 1, defined as:

All persons who, from April 29, 2015 through the present, used a listing
broker affiliated with Home Services of America, Inc., Keller Williams
Realty, Inc., Realogy Holdings Corp., RE/MAX, LLC, HSF Affiliates,
LLC, or BHH Affiliates, LLC, in the sale of a home listed on the
Heartland MLS, Columbia Board of Realtors, Mid America Regional
Information System, or the Southern Missouri Regional MLS, and who
paid a commission to the buyer’s broker in connection with the sale of
the home.

119. Plaintiffs also bring this action on behalf of themselves, and as a class action under

Federal Rule of Civil Procedure 23 on behalf of the members of the “MMPA Class,” asserting
Count II, defined as:

All persons who, from April 29, 2014 through the present, used a listing
broker affiliated with Home Services of America, Inc., Keller Williams
Realty, Inc., Realogy Holdings Corp., RE/MAX, LLC, HSF Affiliates,
LLC, or BHH Affiliates, LL.C, in the sale of a residential home in
Missouti listed on the Heartland MLS, Columbia Board of Realtors, Mid
America Regional Information System, or the Southern Missouri
Regional MLS, and who paid a commission to the buyer’s broker in
connection with the sale of the home.

120.  Plaintiffs also bring this action on behalf of themselves, and as a class action under

Federal Rule of Civil Procedure 23 on behalf of the members of “the Missouri Antitrust Law-

Subject MLS Class,” asserting Count 111, defined as:

All persons who, from April 29, 2015 through the present, used a listing
broker affiliated with Home Services of America, Inc., Keller Williams
Realty, Inc., Realogy Holdings Corp., RE/MAX, LLC, HSF Affiliates,
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LLC, or BHH Affiliates, LLC, in the sale of a home in Missouri listed
on the Heartland MLS, Columbia Board of Realtors, Mid America
Regional Information System, or the Southern Missouri Regional MLS,
and who paid a commission to the buyer’s broker in connection with the
sale of the home.

121.  Excluded from the Classes are Defendants, their officers, directors and employees;
any entity in which Defendant has a controlling interest; and any affiliate, legal representative,
heir or assign of any Defendant. Also excluded from the Classes are any judicial officer(s)
presiding over this action and the members of his/her/their immediate family and judicial staff,
jurors, and Plaintiffs’ counsel and employees of their law firms.

122. The Classes are readily ascertainable because records of the relevant transactions
should exist.

123.  The Class members are so numerous that individual joinder of all its members is
impracticable. Due to the nature of the trade and commerce involved, Plaintiffs believe that the
Classes have many thousands of members, the exact number and their identities being known to
Defendants and their co-conspirators.

124.  Plaintiffs will fairly and adequately protect the interests of the members of the
Classes. Plaintiffs’ interests are aligned with, and not antagonistic to, those of the other members
of the Classes.

125. Common questions of law and fact exist as to all members of the Classes and
predominate over questions affecting only individual Class members. These common legal and
factual questions, each of which also may be certified under Rule 23(¢)(4), include but are not
limited to the following:

a.  Whether Defendants engaged in the alleged conspiracy;

b.  Whether the conspiracy was implemented in the areas in which the

44

Case 4:19-cv-00332-SRB Document 759 Filed 05/06/22 Page 44 of 55



Subject MLSs operate;

c.  Whether the conduct of Defendants’ and their co-conspirators caused
injury to the business or property of Plaintiffs and the other members of
the Classes;

d.  Whether the effect of Defendants’ conspiracy was to inflate both total
commissions and buyer broker commissions in the areas in which the
Subject MLSs operate;

e.  Whether the competitive harm from the conspiracy substantially

outweighs any competitive benefits;

f.  Whether Plaintiffs and the other members of the Classes are entitled to,
among other things, injunctive relief, and, if so, the nature and extent of such

injunctive relief;
g.  Whether Defendants’ conduct is unlawful; and

h.  The appropriate class-wide measures of damages.

126. Plaintiffs’ claims are typical of the claims of the members of the Classes because
their claims arise from the same course of conduct by Defendants and the relief sought within the
Classes is common to each member.

127. Plaintiffs have retained counsel competent and experienced in the prosecution of
antitrust class action litigation to represent themselves and the Classes. Together Plaintiffs and
their counsel intend to prosecute this action vigorously for the benefit of the Classes. The interests
of Class members will be fairly and adequately protected by Plaintiffs and their counsel.

128. A class action is superior to other available methods for the fair and efficient
adjudication of this controversy. The prosecution of separate actions by individual members of
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the Classes would impose heavy burdens on the Court and Defendants, and would create a risk of
inconsistent or varying adjudications of the questions of law and fact common to the Classes. A
class action, on the other hand, would achieve substantial economies of time, effort, and expense,
and would assure uniformity of decision as to persons similarly situated without sacrificing
procedural fairness or bringing about other undesirable results. Absent a class action, it would not
be feasible for the members of the Classes to seek redress for the violations of law alleged herein.

129.  Additionally, the Classes may be certified under Rule 23(b)}(1) and/or (b)(2)
because:

a.  The prosecution of separate actions by individual Class members would
create a risk of inconsistent or varying adjudications with respect to
individual Class members that would establish incompatible standards of
conduct for Defendants;

b.  The prosecution of separate actions by individual Class members would
create a risk of adjudications with respect to them which would, as a
practical matter, be dispositive of the interests of other Class members
not parties to the adjudication, or substantially impair or impede their
ability to protect their interests; and/or

¢.  Defendants have acted or refused to act on grounds generally applicable
to the Classes, thereby making appropriate final and injunctive relief with

respect to the Class members as a whole.
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ANTITRUST INJURY

130. Defendants’ anticompetitive agreements and conduct have had the following
effects, among others:

a.  Sellers of residential property have been forced to pay inflated costs to
sell their homes through forced payments of commissions to buyer
brokers;

b.  Home sellers have been forced to set buyer broker commissions to induce
buyer brokers to show the sellers’ homes to prospective buyers;

¢.  Price competition has been restrained among brokers seeking to be
retained by home buyers, and by brokers seeking to represent home
sellers; and

d.  The Corporate Defendants and their franchisees have inflated their profits
by a significant margin by the increased total commissions and increased
buyer broker commissions.

131. By reason of the alleged violations of the antitrust laws, Plaintiffs and the Class
have sustained injury to their businesses or property, having paid higher total commissions than
they would have paid in the absence of Defendants” anticompetitive conspiracy, and as a result
have suffered damages.

132. There are no pro-competitive effects of Defendants’ conspiracy that are not
substantially outweighed by the conspiracy’s anticompetitive effects.

133.  Significant economic evidence supports concluding that Defendants’ conspiracy
has resulted in Class members paying buyer-broker commissions and total commissions that have

been inflated to a supra-competitive level in the areas in which the Subject MLS operate.
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134, This is an antitrust injury of the type that the antitrust laws were meant to punish
and prevent.
CLAIMS FOR RELIEF
COUNT I:
Violation of Section 1 of the Sherman Act, 15 U.S,C. § 1
Against all Defendants
(Brought on behalf of the Subject MLS Class)

135, Plaintiffs repeat and incorporate by reference each paragraph above and in any
other count of this Complaint.

136.  Beginning more than four years before the filing of this Complaint, and continuing
into the present, Defendants engaged in a continuing contract, combination, or conspiracy to
unreasonably restrain interstate trade and commerce in violation of Section 1 of the Sherman Act,
LSUSCS].

137.  The conspiracy alleged herein consists of a continuing agreement among
Defendants and Defendants’ co-conspirators to require sellers of residential property to make
inflated payments to the buyer broker.

138.  In furtherance of the contract, combination, or conspiracy, Defendants and their
co-conspirators have committed one or more of the following overt acts:

a.  Participated in the creation, maintenance, re-publication, and implementation
of the Adversary Commission Rule and other anticompetitive NAR rules;

b.  Participated in the establishment, maintenance, and implementation of rules
by local NAR associations and MLSs that implemented the Adversary

Commission Rule and other anticompetitive NAR rules in the areas in which

the Subject MLSs operate; and
¢.  Requiring franchisees of the Corporate Defendants and others to implement
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the Adversary Commission Rule and other anticompetitive NAR rules in the
areas in which the Subject MLSs operate, which each Corporate Defendant
does through its franchise agreements, policy manuals, and other contracts
with its franchisees, affiliates, subsidiaries, and realtors.

139.  Defendants’ conspiracy has required sellers to pay buyer brokers, to pay an inflated
buyer-broker commission and an inflated total commission, and it has restrained price competition
among buyer brokers in the areas in which the Subject MLSs operate. This harm to competition
substantially outweighs any competitive benefits arising from the conspiracy.

140. Defendants’ conspiracy has caused buyer-broker commissions and total
commissions in the areas in which the Subject MLSs operate to be inflated. Plaintiffs and the other
members of the Class paid these inflated commissions during (and before) the last four years in
connection with the sale of residential real estate listed on one of the Subject MLSs. Absent
Defendants’ conspiracy, Plaintiffs and the other Class members would have paid substantially
lower commissions because the broker representing the buyer of their homes would have been
paid by the buyer.

141.  Defendants’ conspiracy is a per se violation under the federal antitrust laws,

specifically 1S 1LS.C § 1.

142.  Inthe alternative, Defendants’ conspiracy is illegal under the federal antitrust laws
and violates 15 U.S C, § | under a rule-of-reason analysis.

143.  As a direct and proximate result of Defendants’ past and continuing violation of
Section 1 of the Sherman Act, 15 U.S.C, § 1, Plaintiffs and the other Class members have been

injured in their business and property and suffered damages in an amount to be proven at trial.
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COUNT II:
Violation of the Missouri Merchandising Practices Act
Against all Defendants
(Brought on behalf of the MMPA Class)
144. Plaintiffs repeat and incorporate by reference each paragraph above and in any
other count of this Complaint.
145. The Missouri Merchandising Practices Act (“the Act”) provides that “[t]he act,
use or employment by any person of any deception . . . [or] unfair practice, or the concealment .
.. of any material fact in connection with the sale or advertisement of any merchandise in trade
or commerce . . . is declared to be an unlawful practice.” Mo, Rev, Stat, § 407,020.1.
146.  The enabling regulations for the Act define an “unfair practice” as conduct that (1)
offends public policy; (2) is unethical, oppressive, and unscrupulous; (3) causes a risk of
substantial injury to consumers; (4) was not in good faith; (5) is unconscionable; or (6) is unlawful.
See Mo..Code Regs. Ann. tit, 15, § 60-8.
147. Under the Act, the term “merchandise” is broadly defined to include “any
objects . . . or services.” Mo, Rev, Stat, § 407.020.4.
148. The Act authorizes private causes of action, and class actions. Mo, Rev, Stat,
§8407.025.1; 407.025.2.
149.  Plaintiffs purchased services from Defendants and other members of the
conspiracy in the form of real estate broker services.
150.  As set forth herein, Defendants’ conduct is unlawful and in violation of public
policy governing the restraint of trade.
151. Defendant’s violations of the Act were willful and knowing.
152. Plaintiffs and Class members seek actual damages; a declaration that Defendants’
methods, acts and practices violate the Missouri Merchandising Practices Act, Mo. Rev, Stat,
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§§407.010 ef seq.; restitution; rescission; disgorgement of all profits obtained from Defendants’
unlawful conduct; pre- and post-judgment interest; punitive damages, and attorneys’ fees and
COsts.

COUNT III:

Violation of the Missouri Antitrust Law, Mo, Rev, Stat, § 416.031
Against all Defendants

(Brought on behalf of the Missouri Antitrust Law-Subject MLS Class)

153.  Plaintiffs repeat and incorporate by reference each paragraph above and in any
other count of this Complaint.

154.  Beginning more than four years before the filing of this Complaint, and continuing
into the present, Defendants engaged in a continuing contract, combination, or conspiracy to
unreasonably restrain trade and commerce in Missouri in violation of the Missouri Antitrust Law,
Mo. Rev, Stat, $§416.031.

155. The conspiracy alleged herein consists of a continuing agreement among
Defendants and Defendants’ co-conspirators to require sellers of residential property to make
inflated payments to the buyer broker.

156. In furtherance of the contract, combination, or conspiracy, Defendants and their
co-conspirators have committed one or more of the following overt acts:

a.  Participated in the creation, maintenance, re-publication, and implementation
of the Adversary Commission Rule and other anticompetitive NAR rules;

b.  Participated in the establishment, maintenance, and implementation of rules
by local NAR associations and MLSs that implemented the Adversary
Commission Rule and other anticompetitive NAR rules in the areas in which
the Subject MLSs operate; and

c.  Requiring franchisees of the Corporate Defendants and others to implement
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the Adversary Commission Rule and other anticompetitive NAR rules in the
areas in which the Subject MLSs operate, which each Corporate Defendant
does through its franchise agreements, policy manuals, and other contracts
with its franchisees, affiliates, subsidiaries, and realtors.

157.  Defendants’ conspiracy has required sellers to pay buyer brokers, to pay an inflated
buyer-broker commission and an inflated total commission, and it has restrained price competition
among buyer brokers in the areas in which the Subject MLSs operate. This harm to competition
substantially outweighs any competitive benefits arising from the conspiracy.

158. Defendants’ conspiracy has caused buyer-broker commissions and total
commissions in the areas in which the Subject MLSs operate in Missouri to be inflated. Plaintiffs
and the other members of the Class paid these inflated commissions during (and before) the last
four years in connection with the sale of residential real estate located in Missouri and listed on
one of the Subject MLSs. Absent Defendants’ conspiracy, Plaintiffs and the other Class members
would have paid substantially lower commissions because the broker representing the buyer of
their homes would have been paid by the buyer.

159.  Defendants’ conspiracy is a per se violation under the Missouri Antitrust Law.

160.  In the alternative, Defendants’ conspiracy is illegal under the Missouri Antitrust
Law under a rule-of-reason analysis.

161.  As a direct and proximate result of Defendants’ past and continuing violation of
the Missouri Antitrust Law, Plaintiffs and the other Class members have been injured in their

business and property and suffered damages in an amount to be proven at trial.

162. Under Mo, Rev, Stat, § 416,121, Plaintiffs’ are entitled to an award of threefold

damages and reasonable attorneys’ fees.
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PRAYER FOR RELIEF
WHEREFORE, Plaintiffs, on behalf of themselves and all others similarly situated,

requests relief and prays for judgment against Defendants as follows:

A. An Order certifying the Classes under the appropriate provisions of Rule 23 of the

Federal Rule of Civil Procedure, and appointing Plaintiffs and their counsel to represent the

Classes;
B. Declarations that the actions of Defendants, as set forth above, are unlawful;
C. A permanent injunction under Section 16 of the Clayton Act enjoining Defendants

from (1) requiring that sellers pay the buyer broker, (2) continuing to restrict competition among
buyer brokers and seller brokers, and (3) engaging in any conduct determined to be unlawful;

D. A permanent injunction under the MMPA enjoining Defendants from engaging in
conduct in violation of the MMPA;

E. Appropriate injunctive and equitable relief;

F. An award to Plaintiffs and the other members of the Classes for damages and/or
restitution in an amount to be determined at trial;

G. An award of pre- and post-judgment interest to Plaintiffs;

H. An award of punitive damages to Plaintiffs under the MMPA;

L An award to Plaintiffs for their costs of suit, including reasonable attorneys® fees
and expenses;

J. An award of such other relief as the Court may deem just and proper.

JURY TRIAL DEMAND

Plaintiffs, on behalf of themselves and all others similarly situated, hereby demand a jury

trial of all issues so triable.
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Dated: May 6, 2022

Respectfully submitted by:

/s/ Matthew L. Dameron

WILLIAMS DIRKS DAMERON LLC

Matthew L. Dameron MO # 52093
Eric L. Dirks MO # 54921
Amy R. Jackson MO # 70144
Courtney M. Stout MO # 70375

1100 Main Street, Suite 2600
Kansas City, MO 64105

Tel:  (816)945-7110

Fax: (816)945-7118
matt@williamsdirks.com
dirks@williamsdirks.com
amy@williamsdirks.com

BOULWARE LAw LLC

Brandon J.B. Boulware MO # 54150
Jeremy M. Suhr MO # 60075
Erin D. Lawrence MO # 63021
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Kansas City, MO 64102

Tel:  (816) 492-2826

Fax: (816) 492-2826
brandon@boulware-law.com
jeremy@boulware-law.com
erin@boulware-law.com

KETCHMARK AND MCCREIGHT P.C,

Michael Ketchmark MO # 41018
Scott McCreight MO # 44002
11161 Overbrook Rd. Suite 210
Leawood, KS 66211

Tel:  (913) 266-4500
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Attorneys for Plaintiffs and the Class
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CERTIFICATE OF SERVICE
I hereby certify that on this 6th day of May 2022, I electronically filed the foregoing
document with the Clerk of the Court using the CM/ECF system, which will send a notice of

electronic filing to counsel of record for this case.

/s/ Matthew L. Dameron
Attorney for Plaintiffs
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

JENNIFER NOSALEK, RANDY HIRSCHORN and
TRACEY HIRSCHORN, individually and on behalf
of all others similarly situated,

No. 1:20-cv- -
Plaintiffs, 0. 1:20-cv-12244-PBS

v Judge Patti B. Saris
MLS PROPERTY INFORMATION NETWORK,
INC., ANYWHERE REAL ESTATE INC. (F/K/A
REALOGY HOLDINGS CORP.), CENTURY 21
REAL ESTATE LLC, COLDWELL BANKER
REAL ESTATE LLC, SOTHEBY’S
INTERNATIONAL REALTY AFFILIATES LLC,
BETTER HOMES AND GARDENS REAL
ESTATE LLC, ERA FRANCHISE SYSTEMS LLC,
HOMESERVICES OF AMERICA, INC., BHH
AFFILIATES, LLC, HSF AFFILIATES, LLC,
RE/MAX LLC, POLZLER & SCHNEIDER
HOLDINGS CORPORATION, INTEGRA
ENTERPRISES CORPORATION, RE/MAX OF
NEW ENGLAND, INC., RE/MAX INTEGRATED
REGIONS, LLC, AND KELLER WILLIAMS
REALTY, INC,,

Defendants.

STATEMENT OF INTEREST OF THE UNITED STATES
This is one of many cases alleging that buyer-broker commission rules stymie
competition and raise prices for home sellers and buyers through artificially inflated real-estate
broker commissions. In seeking approval for their proposed settlement, the Settling Parties assert
that it will “climinate . . . the allegedly anticompetitive rule at the heart of this Action.” Dkt. 191
at 11. That is not accurate. Far from curing the rule’s defects, the proposed settlement
perpetuates the very same competitive concerns that trouble the current rule. Because the

proposed settlement is not “fair, reasonable, and adequate” and would mandate a rule that raises
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its own antitrust concerns, the Court should deny preliminary approval. Murray v. Grocery
Delivery E-Servs. USA Inc., 55 F.4th 340, 345 (1st Cir. 2022).

First, the only guaranteed “benefit” to class members under the settlement is an
injunction mandating certain changes to MLS PIN’s buyer-broker commission rule. These
changes, however, would not create competition or reduce commissions. Instead, the settlement
merely prescribes cosmetic changes, authorizing sellers to offer zero-dollar commissions, instead
of the current minimum of one cent. But virtually no one will exercise that option for the same
reason that they don’t offer one cent now: The modified rule still gives sellers and their listing
brokers a role in setting compensation for buyers’ brokers.

As long as sellers can make buyer-broker commission offers, they will continue to offer
“customary” commissions out of fear that buyer brokers will direct buyers away from listings
with lower commissions—a well-documented phenomenon known as steering. When sellers
make such offers, buyer brokers need not compete on price to attract buyers. The settlement does
not ameliorate these dynamics at the heart of Plaintiffs’ complaint. As a result, commissions on
home sales will remain inflated, reducing the net amount the seller receives for the home and
driving up the purchase price paid by the buyer. The proposed rule therefore raises serious
antitrust concerns in its own right.

Worse still, the proposed injunction mandates that MLS PIN maintain the modified rule
for at least three years. See Dkt. 268-1 (Second Amended Stipulation and Settlement Agreement)
at 20, As a result, approving this settlement could unnecessarily interfere with the ability of the
United States, other government enforcers, and private parties to “unfetter a market from
anticompetitive conduct and ‘pry open to competition a market that has been closed.” Ford

Motor Co. v. United States, 405 U.S. 562, 577-78 (1972) (quoting Int’l Salt Co. v. United States,
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332 U.S. 392, 401 (1947)).

Second, the inadequacy of this settlement agreement is not for want of alternatives that
would better serve the class. Attorneys representing a class of former home sellers need not
pursue injunctive relief instead of monetary compensation. But when they do, the proposed
injunctive relief must provide adequate benefits to the class. As noted above, the problem with
the proposal here is that it makes cosmetic changes while authorizing the seller to continue to set
compensation for the buyer’s broker. Instead, the parties could propose an injunction that would
prohibit sellers from making commission offers to buyer brokers at all. That injunction would
promote competition by empowering buyers to negotiate directly with their own brokers.

And third, the settlement will release class members’ claims in exchange for this
inadequate relief without providing them with any opportunity to opt out. Instead of seeking to
certify under Rule 23(b)(3), Plaintiffs seek to certify the settlement class only under Rules
23(b)(1) and 23(b)(2). Under these rules, class members cannot opt out to pursue their own
claims for damages and will not know for years whether they will receive any payment from the
MLS PIN settlement at all. Where class members are given no choice, the Court should be
particularly wary about blessing a settlement that entrenches, rather than remediates, a system
that harms home sellers and buyers.

L. INTEREST OF THE UNITED STATES

Purchasing a home is often the most expensive transaction of Americans’ lives, and
homeownership is an important vehicle for wealth accumulation. Yet despite the advent of the
Internet and the popularity of services like Zillow and Redfin, which allow potential home

buyers to search online for homes, real-estate broker commissions have barely budged from the
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5-6% charged for decades—two to three times more than in other developed economies.! The
vast majority of home sales in the United States involve real-estate brokers, costing home sellers
and buyers some $100 billion in broker fees annually.? Broker-members of MLS PIN likely
collected more than $2 billion in fees in 2022 for residential real estate in Massachusetts.>

These stubbornly high broker fees owe in large part to rules and practices perpetuated by
multiple listing services like MLS PIN. As private entities composed of competing brokers, these
associations “have economic incentives to restrain competition and . . . standards set by such
associations have a serious potential for anticompetitive harm.” Allied Tube & Conduit Corp. v.
Indian Head, 486 U.S. 492, 500 (1988). Over the years, such rules and practices have included
price lists for real-estate agents, United States v. Nat’l Ass’n of Real Est. Bds., 339 U.S. 485, 489
(1950), rules permitting brokers to exclude prospective homebuyers represented by virtual
brokers from competing for a home sale, United States v. Nat’l Ass’n of Realtors, No. 05-cv-
5140 (N.D. 111, filed Sept. 8, 20053), and excluding listings by discount brokerages from multiple
listing services, Realcomp II, Lid. v. FTC, 635 F.3d 815, 822 (6th Cir. 2011). For decades, the
Department of Justice’s Antitrust Division (along with the Federal Trade Commission) has

fought to inject competition in residential real-estate markets. The United States has a strong

| See, e.g., Dkt. 150 (Second Amended Complaint) at 30, § 124; Time to take a wrecking ball to
realiors’ fees in America, The Economist (Nov. 8, 2023),
https://www.economist.com/lecaders/2023/11/08/time-to-take-a-wrecking-ball-to-realtors-fees-in-
america.

2 See Research on More than 10,000 Home Sales Reveals that Buyer Agent Commission Rates
Are Highly Uniform, Consumer Federation (Nov. 30, 2021),
https://consumerfed.org/press_release/research-on-more-than-10000-home-sales-reveals-that-
buyer-agent-commission-rates-are-highly-uniform/.

3 See Annual Report on the MLS PIN Housing Market, MLS PIN (2022), at 3-4,
https://files.constantcontact.com/Sccaefd8001/7¢f2¢37{-76df-47a3-b48£-756bb529d3ec.pdf.

4
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interest in protecting American home sellers and buyers and ensuring that private class-action
settlement agreements do not perpetuate serious competitive concerns.

In addition, Congress authorized the Attorney General to send “any officer of the
Department of Justice . . . to any State or district in the United States to attend to the interests of
the United States in a suit pending in a court of the United States.” 28 U.S.C. § 517. The Class
Action Fairness Act of 2005, 28 U.S.C. §§ 1711-15 (“CAFA™), further requires class-action
defendants to notify the Attorney General and state officials of proposed class action settlements.
28 U.S.C. § 1715. While the CAFA notice provision does not impose any obligation on federal
officials, 28 U.S.C. § 1715(f), Congress intended the notice provision to enable public officials
to “voice concerns if they believe that the class action settlement is not in the best interest of
their citizens.” The Class Action Fairness Act of 2005, S. Rep. No. 109-14, at 5 (2005). Congress
expected that CAFA notifications would “provide a check against inequitable settlements™ and
“deter . . . settlements that do not benefit injured parties.” Id. at 35. The United States’
participation in this suit furthers those aims.

On December 18, 2023, the United States requested to file a Statement of Interest in
response to Plaintiffs’ preliminary settlement with MLS PIN. See Dkt. 261. The Court granted
the United States’ request on December 19, 2023. See Dkt. 263.

IIL. BACKGROUND

A. The Real-Estate Broker Industry

Real-estate brokers, typically called buyer brokers or buyer agents on the buyer side and
seller’s brokers or listing agents on the seller side, earn commissions in return for representing
buyers or sellers in residential real-estate transactions. See Dkt. 150 at §{ 27-36. Instead of

billing buyers and sellers separately for their services, real-estate brokers typically collect a
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percentage of the sale price. Id. at ] 30, 35. The cost of both the buyer’s and the seller’s broker
is therefore embedded in the purchase price of a home. Higher real-estate commissions harm
home sellers (who receive less of the proceeds from the home sale) and buyers (who end up
paying through higher home purchase prices).

Multiple listing services, such as MLS PIN, operate databases of real-estate listings in
particular regions. See, e.g., Dkt. 150 at 10-11, 1Y 38-45; United States v. Nat'l Ass’'n of
Realtors, No. 05-cv-5140, 2006 WL 3434263, at *1 (N.D. I1l. Nov. 27, 2006). In their current
form, MLSs are private, geographically localized organizations that are owned and maintained
by competing local real-estate professionals. /d. MLS databases facilitate the sharing of
information on properties listed for sale, including information related to past and current home
listings in the area, and enable searching of nearly all of the listed properties in an area. Id.
Membership in the local MLS is critically important for any broker seeking to serve clients
efficiently, and MLS access is key to being a successful broker. Because MLS PIN lists “the vast
majority” of available properties in its region, “nearly all” real-estate brokers in MLS PIN’s
region are members. See Dkt. 150 at Y 21, 3940, 134-135.

As a condition of obtaining access to the MLS, brokers must abide by the MLS’s rules.
These rules are promulgated by MLS leadership, which consists of competing brokers in the
region. See, e.g., Dkt. 51 at 9. Thus, through their control of MLSs, brokers effectively dictate
many of the terms on which most residential-property transactions occur.

B. The Industry’s History of Resisting Commission Competition

When MLS systems first rose to prominence in the early 1900s, they shared not only
property information but also cooperative compensation agreements between brokers. Local real-

estate associations later required their members to use fee schedules with fixed commission rates.
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In 1939, the National Association of Real Estate Boards-—the predecessor to the National
Association of Realtors (“NAR”)}—formed a “Uniform Commission Committee,” which
campaigned to “standardize commission rates across the country,” and by 1950 the 5%
commission rate was “an industry standard” with “calls for 6 percent soon follow[ing].” See
Roots of Real Estate Models, Chicago Agent Magazine (July 16, 2012),
https://chicagoagentmagazine.com/2012/07/16/roots-of-real-estate-models/.

The Supreme Court ruled in 1950 that the adoption by a local real-estate board—the
Washington Real Estate Board—of standard rates of commission for its members was illegal.
See United States v. Nat'l Ass’n of Real Est. Bds., 339 U.S. 485 (1950). Yet it took nearly two
more decades of litigation to bring an end to standard rate lists at the local levels of broker
associations across the country. See, e.g., United States v. Prince George’s Cnty. Bd. of Realtors,
No. CIV. A. 21545, 1970 WL 546 (D. Md. Dec. 28, 1970); United States v. Long Island Bd. of
Realtors, No. 70-cv-1418, 1972 WL 584 (E.D.N.Y. Aug. 1, 1972); United States v. L.A. Realty
Bd.,No. CIV. A. 70-2855, 1973 WL 767 (C.D. Cal. Mar. 19, 1973); United States v. Metro MLS,
Inc.,No.CIV. A. 210-73-N, 1974 WL 894 (E.D. Va. Aug. 5, 1974).

Nonetheless, local real-estate boards continued to suppress competition from non-
traditional broker services that could lower the “industry standard” commission rates. See, e.g.,
United States v. Nat'l Ass’n of Realtors, No. 05-cv-5140, 2008 WL 5411637 (N.D. Ill. Nov. 18,
2008); United States v. Multiple Listing Service of Hilton Head Island, No. 07-cv-3435 (D.S.C.
May 28, 2008), Dkt. 16; United States v. Consolidated Multiple Listing Service, No. 08-cv-1786,
2009 WL 3150388 (D.S.C. Aug. 27, 2009); United States v. Nat'l Ass'n of Realtors, No. 20-cv-
3356 (D.D.C,, filed Nov. 19, 2020). In fact, until NAR banned the practice in 2022, buyer

brokers would represent to buyers that their services were “free or available at no cost” because
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their commissions were (and continue to be) paid by the seller rather than directly by the buyer.*
But any suggestion that buyer-broker services are “free or available at no cost” is inaccurate and
misleading. The buyer-broker commission has a very real cost to homebuyers, who ultimately
pay through higher purchase prices. Even now, buyer brokers often tell clients that sellers pay
the cost of their services,® which perpetuates the inaccuracy that buyer-broker commissions are
provided at no cost to the homebuyer.

C. MLS PIN’s Buyer-Broker Commission Rule

As alleged, MLS PIN’s Buyer-Broker Commission Rule (the “Rule”) is another attempt
to suppress price competition among brokers. The Rule currently requires the listing broker to
make an “unconditional” and “blanket unilateral offer[] of compensation to” the buyer broker,
which the buyer broker knows “prior to initiating any sales effort[.]” See Dkt. 39 at 17-18 (Sec. 5
and Note 1 of MLS PIN Rules and Regulations). Under MLS PIN’s current rules, the offer could
theoretically be as low as one penny. See Dkt. 38 at 15. Nonetheless, “[t]he Rule creates
tremendous pressure on sellers to offer the ‘standard’ supra-competitive commission” because
“[s]eller-brokers know that if the published, blanket offer is less than the “standard’ commission,
many buyer brokers will ‘steer’ home buyers to the residential properties that provide the higher
standard commission,” Dkt. 150 at § 77.

The Rule, Plaintiffs contend, “diminish[es] price competition and stabiliz[es] and fix[es]
the buyer broker charges imposed on home sellers at or near the ‘standard real [e]state

commission’ level.” Id. at § 94. The seller’s offer of compensation to buyer brokers is set

4 See Melissa Tracey, Why You Should Tell Clients How You 're Compensated, REALTOR
Magazine (Sept. 14, 2022), https://www.nar.realtor/magazine/real-estate-news/sales-
marketing/why-you-should-tell-clients-how-youre-compensated.

3 See, e.g., Kevin Vitali, Do I Need A Buyer’s Agent When Buying a Home?,
https://merrimackvalleymarealestate.com/buyers-agent-buying-home/.

8
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“without regard to the experience of the buyer-broker or the services or value they are
providing[.]” Id. at § 75.

Numerous lawsuits across the country are challenging buyer-broker commission rules
akin to MLS PIN’s Rule. See In re: Real Estate Commission Antitrust Litig., MDL No. 3100,
Dkt. 196. On October 31, 2023, a jury found such a rule anticompetitive and awarded pre-trebled
damages of $1.785 billion to a class of home sellers in Missouri. See Burnett v. Nat'l Ass’'n of
Realtors, No. 19-cv-0332 (W.D. Mo.), Dkt. 1294 (Verdict Form).

D. The Pending Class Certification and Settlement Proposals

The Settling Parties filed their original proposed settiement agreement on June 30, 2023
(see Dkt. 190-193), a first amended agreement on September 5, 2023 (see Dkt. 221-223), and a
second amended stipulation and settlement agreement on January 5, 2024 (see Dkt. 268-1). After
three filed versions, however, the settlement remains essentially the same.®

The $3 million in compensation, which the Settling Parties have renamed as the
“Settlement Fund,” will be held in reserve for the purpose of paying attorneys’ fees and litigation
expenses as awarded by the Court. Dkt. 268-1 at § 9(c). None of the $3 million is specifically
allocated to injured class members, and no money will be distributed to any class members (apart
from the named plaintiffs) until, at earliest, the conclusion of litigation against all other

defendants. See Dkt. 223 (Exhibit F —~ amended proposed press release) at 8-10.

5 In response to the United States® concerns, the Settling Parties modified the settlement
agreement to stipulate that Noerr-Pennington immunity does not apply and to carve the United
States expressly out of the class definition. These changes, unfortunately, do not alleviate the
United States’ concerns.
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Instead of guaranteeing any monetary relief, the settlement purports to benefit class
members primarily through an injunction. As detailed in Appendix A, that injunction makes
eleven “changes” to the Rule, see Dkt. 222 at 57 (Exhibit 3a), which fall into three categories:

* First, the revised Rule states that the seller, not the listing broker, makes any offer of

cooperative compensation, and an offer of compensation to the buyer broker may be 0¢,
whereas before the offer had to be at least 1¢. See Dkt. 222 at 58 (Ex. 3a, “Change #2”).

* Second, the revised Rule states that buyer-broker commission offers are negotiable. See
Dkt. 222 at 59-60 (Ex. 3a, “Change #27). But MLS PIN’s Rule never prohibited the
negotiation of buyer-broker commission offers (see Dkt. 38 at 17-18), as Plaintiffs
recognize in their complaint (see Dkt. 150 at  95).

* Third, the revised Rule requires listing brokers to certify in the MLS platform that they

“notified” the seller that an offer of compensation is not required and a buyer broker’s
request for compensation need not be granted. See Dkt. 222 at 58 (Ex. 3a, “Change #17).

In return for this injunction, class members “shall have, fully, finally, and forever waived,
released, relinquished, and discharged all Released Claims against each of the Released
Parties[.]” Dkt. 268-1 at 4 8(b)(i). The settlement defines “Released Claims” broadly to include
not only equitable relief, but also “any obligations of any kind whatsoever,” including
“damages” and “liabilities of any nature whatsoever.” Dkt. 268-1 at § 2(z). The term “Released
Parties,” in turn, covers not just MLS PIN itself, but also associated parties, such as past or
present shareholders. Dkt. 268-1 at § 2(aa). While the release excepts the national franchise
brokerages named as defendants, it nonetheless includes monetary claims against the various
local franchises that own shares in MLS PIN, some of whom were officers and directors of MLS
PIN while the Rule was in place. Even though this language seemingly releases class members’
damages claims, the Settling Parties seck to certify the settlement class under Rule 23(b)(2)—
and now Rule 23(b)(1) too. Neither provision guarantees class members a right to opt out, see

Fed. R. Civ. P. 23(c)(2), and the Settling Parties have not proposed one.

10
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To date, the Settling Parties have not sought preliminary approval of the latest iteration of
the settlement. Nonetheless, the United States submits this Statement of Interest to assist the
Court in evaluating a future motion for preliminary approval of the Second Amended Settlement.
III. ARGUMENT

A. Legal Standard for Preliminary Settlement Approval

Preliminary approval of a proposed class settlement is appropriate only if the Court finds
it “will likely be able to” (1) determine that the settlement is fair, reasonable, and adequate, and
(2) certify the class. Fed. R. Civ. P. 23(e)(1)(B). This standard in Rule 23(e)(1)}(B) “requires
courts to conduct a ‘searching,’ ‘careful,” and ‘rigorous’ inquiry before preliminarily approving a
settlement.” Grewnier v. Granite State Credit Union, 344 F.R.D. 356, 362 (D.N.H. 2023) (quoting
Rapuano v. Trs. of Dartmouth Coll., 334 F.R.D. 637, 643 (D.N.H. 2020)).’

When proposed relief is primarily equitable, courts should “[qJuestion whether injunctive
relief will truly benefit class members.” Barbara J. Rothstein & Thomas E. Willging, Maraging
Class Action Litigation: A Pocket Guide for Judges, Federal Judicial Center (3d ed. 2010), at 21.
Key questions in this inquiry include: (1) “How much is the injunction worth to the class as a
practical matter?”’; (2) “What is the dollar value the relief might yield?”; and (3) “Might an
emphasis on injunctive relief and proposed certification of a Rule 23(b)(2) class amount to a
tactical move to avoid more stringent certification requirements and opt-out rights associated

with a damages class under Rule 23(b)(3)?” Id. at 22.

7 See also Adv. Commt. Notes, 2018 Amend. (“The decision to give notice of a proposed
settlement to the class is an important event. It should be based on a solid record supporting the
conclusion that the proposed settlement will likely earn final approval after notice and an
opportunity to object.”).

11
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Where, as here, the parties will seek simultaneous class certification and settlement
approval, courts should be “‘even more scrupulous than usual’ when they examine the fairness of
the proposed settlement.” In re Prudential Ins. Co. Am. Sales Practice Litig. Agent Actions, 148
F.3d 283, 317 (3d Cir. 1998) (quoting /n re GMC Pick-Up Truck Fuel Tank Prods. Liab. Litig.,
55 F.3d 768, 805 (3d Cir. 1995)). “[D]istrict courts must apply a more searching legal standard
‘[wlhere . . . the parties negotiate a settlement agreement before the class has been certified.””
Saucillo v. Peck,25 F.4th 1118, 1133 (9th Cir. 2022) (quoting Roes v. SFBSC Mgmt., LLC, 944
F.3d 1035, 1048 (9th Cir. 2019)). This rule is “to ensure that class representatives and their
counsel do not secure a disproportionate benefit at the expense of the unnamed plaintiffs who
class counsel had a duty to represent.” Id. at 1131 {quoting Roes, 994 F.3d at 1049).

B. The Proposed Injunction Fails to Provide Any Meaningful Relief to Class
Members

Here, the settlement is not fair, reasonable, or adequate, because it provides no
meaningful benefit to class members. It makes insignificant and largely cosmetic changes to the
Rule, while perpetuating the existing structure that drives supra-competitive commissions. There
is no reason to believe that the settlement will reduce broker commissions for the class. To the
contrary, several current cases allege that analogous rules are anticompetitive for the same
reasons that the current Rule is, and analogous rule changes reflect no meaningful benefit for
home sellers or buyers.

1. The Settlement Preserves the Core Concern with MLS PIN’s Rule

The proposed settlement would preserve the core concern with MLS PIN’s buyer-broker
commission rule. Under the settlement, like the current Rule, the listing broker “shall specify, on
each Listing Filed with the Service,” any compensation, and that such compensation must be

“unconditional, except that entitlement to compensation shall be conditioned on the Cooperating

12
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Broker’s performance as the procuring cause of the sale.” See Dkt. 222 at 58 (Ex. 3a, “Change
#27). The rule thereby gives decision-making authority for setting buyer-broker commissions to
sellers, and it rewards buyer brokers a fixed amount regardless of the services buyers actually
receive.

When sellers set buyer-broker compensation, they “know that if the published, blanket
offer is less than the ‘standard’ commission, many buyer-brokers will ‘steer’ home buyers to the
residential properties that provide the higher standard commission.” Dkt. 150 at § 77; see also
Dkt. 51 at 22. Buyer brokers can steer their clients in several ways: They can decide which
properties to show, they can discourage or encourage bids on particular properties, and they can
decide how vigorously to pursue a property on behalf of a client. The Rule thus “creates
tremendous pressure on sellers to offer the ‘standard’ supra-competitive commission that has
long been maintained in this industry.” Dkt. 150 at § 77, 89. For sellers, refusing to offer a
“customary” commission can come at the expense of views, bids, and offers on their property.
This remains true whether a seller is hypothetically allowed to offer “one cent” or “zero cents.”
The critical issue is not sow much a seller should offer a buyer broker, but whether a seller
should set buyer-broker compensation at all.

This is not a theoretical concern. As the complaint alleges, “[t]he prevalence of such
steering has been widely reported in government reports, economic research and the trade
press[.]” Id. at § 78; see id. at {9 79-85 & nn. 12-17; id. at § 93 & n. 18; id. at ] 98. One
published economic analysis analyzed the effect of steering on commissions using market data
from the Greater Boston Area from 1998 to 2011. See Panle Jia Barwick, Parag A. Pathak, &

Maisy Wong, Conflicts of Interest and Steering in Residential Brokerage, 9 Am. Econ. J.:

Applied Econ. 191 (2017), www.aeaweb.org/articles?id=10.1257/app.20160214. The authors

13
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concluded that properties listed with lower commissions were less likely to sell and took longer
to sell. Id. Another recent study reached similar conclusions. See, Jordan M. Barry, Will Fried, &
John William Hatfield, Et Tu, Agent? Commission-Based Steering in Residential Real Estate,
USC CLASS Research Paper No. 24-7 (Oct. 9, 2023), https://ssrn.com/abstract=4596391. As
one court recently recognized, “[c]Jommon sense suggests that a buyer-broker is highly unlikely
to show their client a home when the seller is offering a penny in commission.” Moehr! v. Nat’l
Ass'n of Realtors, 492 F. Supp. 3d 768, 784 (N.D. Ill. 2020); see also Moehrl, No. 19-cv-1610,
Dkt. 324-4 at 10-16 (declaration analyzing 602 phone transcripts in which buyer brokers refused
to show a property after learning the seller was not offering a pre-set buyer-broker commission).
2. The Settlement Makes No Meaningful Changes to MLS PIN’s Rule

Instead of addressing this core concern, the proposed settlement makes a few superficial
tweaks and restates existing policy. None of the proposed changes, either individually or
together, would meaningfully address the competitive concern alleged in Plaintiffs’ complaint.

First, the primary proposed change allows cooperative offers of compensation to buyer
brokers to be zero, rather than the current minimum offer of a penny. See Dkt. 38 (Defs.” Mem.
in Supp. of Mot. to Dismiss) at 15 (“[S]ellers can comply with the Rule by offering any
compensation amount they desire, even as low as $0.01.”). A rule change that merely expands
the theoretical range of allowable buyer-broker commission offers by one cent is unlikely to
reduce broker commission rates. If virtually no sellers make one-cent offers of compensation to
buyer brokers now, they are unlikely to make zero-cent offers under the new Rule.

Second, the revised Rule states that home sellers and buyers, as well as their brokers, can
negotiate compensation different from the offer of compensation made through the multiple

listing service. But this is not a new rule at all. MLS PIN already interprets its current Rule to
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permit this kind of negotiation, and the theoretical potential for negotiation has not driven down
commissions. See, e.g., id. at 18.%

Third, the revised Rule requires the listing broker to check a box in the MLS platform
certifying that the seller was notified that (1) no offer of buyer-broker compensation is
technically required, and (2) a buyer broker’s request for compensation can be rejected. Dkt. 222
at 58 (Section 1.0(c) redline). While it is certainly appropriate for listing brokers to inform their
clients of the relevant rules, this formal notification requirement does little to alter the status quo.
Listing brokers must already secure agreement from the home seller regarding the overall broker
commission, and often the offer of compensation to the buyer broker as well, and a seller was
never obligated to accept a request for a different compensation amount put forward by a buyer
broker. Even if there was reason to believe that seller notification would be more than a pro
forma exercise, this check-the-box requirement would not mark a significant change.

All told, these proposed changes will not alter the structure alleged in the complaint that
currently drives sellers to offer the “customary” commission to avoid the threat of steering. MLS
PIN itself concedes that the proposed rule changes would merely perpetuate the problem. In their
motion to dismiss, the defendants argued that as long as “sellers are permitted to offer
compensation to buyer brokers (and Plaintiffs do not contend that it should be otherwise) and

buyer brokers can see differences in the compensation offered, the steering risk will continue to

8 See also Dkt. 38 at 17 (“The PIN rules do not prohibit buyers, sellers or brokers from
negotiating buyer commissions downward.”); id. at 18 (“[I]f the Listing Broker wants to offer a
lesser commission to Buyer Broker A, he can do so if such decision is not the result of
cooperative activity between the Listing Broker and Brokers B, C, D, etc.”). To the extent
Plaintiffs have argued that some brokers understood the rule differently, MLS PIN has now
publicly clarified that negotiations are permitted under MLS PIN’s intetpretation of its own rule.
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exist, whether the Rule is in effect or not.” Dkt. 38 (Defs.” Mem. in Supp. of Mot. to Dismiss) at
16, n. 7. And after the proposed settlement was announced, one broker put it even more bluntly:
If the Court approves the settlement, we expect that listing brokers
will bury their notification requirement in the fine print. If a seller
questions why they should pay the buyer’s broker fee, we have no
doubt that listing agents will pull out the same old canned sales
script. Sellers will be terrified that their property will be blackballed
by the realtor community — it’s a mild form of extortion.
See Andrew Haigney, Buyer Broker Commission Rule — MLS Blinks, Batterymarch Insider (July

21, 2023), www.batterymarchgroup.com/p/buyer-broker-commission-rule-mls.

3. Evidence Demonstrates that the Proposed Rule Will Not Change Market
Participants’ Conduct or Lower Commissions

Recent experience confirms that the proposed injunction would not limit steering or
reduce buyer-broker commissions. For example, in October 2019 and October 2022, the
dominant MLS in the state of Washington, NWMLS, made two sets of changes to its buyer-
broker commission rule that mirror the proposed settlement here. In October 2019, NWMLS
removed the requirement that a seller make a minimum offer of compensation when listing a
property for sale. Then, in October 2022, NWMLS made another rule change, purportedly “to
ensure that the buyer understands the buyer brokerage firm compensation and to create an
opportunity for discussion and negotiation.””

Neither revision appears to have led to a decrease in buyer-broker commissions.

Academic and media reports show that the 2019 rule change had no apparent effect on either the

? NWMLS revised its Rule 101(a)(i) in October 2022 to provide that “[t]he buyer [broker’s]
compensation shall be paid (1) as published in the listing if accepted by the buyer on behalf of
the buyer [broker] in the purchase and sale agreement; or (2) as modified by the buyer, the buyer
[broker], and the seller in the purchase and sale agreement.” According to NWMLS, “[t]he
purpose of this revision is to ensure that the buyer understands the buyer brokerage firm
compensation and to create an opportunity for discussion and negotiation.” See Frequently Asked
Questions: October 3, 2022 Revisions, NWMLS, at 2, https://members.nwmls.com/wp-
content/uploads/2022/06/NWMLS_FAQ_June2022-2.pdf.
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portion of listings for which a buyer-broker commission offer was made or in the number of
offers with zero compensation.!? Indeed, NWMLS itself expected “business as usual” after that
change."" The Antitrust Division’s own analysis of buyer-broker .prices in large metropolitan
areas in NWMLS’s region shows that the October 2022 change likewise had no meaningful
effect. If that revision promoted buyer-broker competition, buyer-broker prices in large
metropolitan areas in NWMLS’s region should have declined relative to buyer-broker prices in
other large metropolitan areas where there were no similar changes to MLS rules. The Antitrust
Division’s analysis, however, found no meaningful difference between the change in buyer-
broker prices in large metropolitan areas in NWMLS’s region and the change in buyer-broker

prices in other large metropolitan areas in the period after the October 2022 rule change.'?

1 See, e.g., Barry, Fried, and Hatfield, Et Tu, Agent?, supra, at 82, § V.A.1 (“If the minimum
commission requirement is not driving sellers’ current behavior, eliminating the requirement is
likely to have little effect on sellers’ future behavior; the Seattle experience illustrates this well.
To significantly change sellers’ behavior, policy must influence the underlying factors that are
motivating that behavior.”); Andria Brambila, Bright MLS breaks with NAR policy on
commissions, Inman (July 20, 2023), https://www.inman.com/2023/07/20/bright-mls-breaks-
with-nar-policy-on-commissions/ (“At NWMLS, between October 2019 (when offering
commissions to buyer brokers became optional) and March 2022, 99.2 percent of NWMLS
listings continued to offer a buyer broker commission (flat from 99.3 percent before the rule was
eliminated). Virtually all, 94.5 percent, offered a cooperative commission above 2 percent.”);
Stephen Brobeck, Real Estate Brokerage Class Action Lawsuits: How to Effectively Separate
(‘Decouple’) Listing and Buyer Broker Commissions, Consumer Federation of America (Sept.
2023), at 3, https://consumerfed.org/wp-

content/uploads/2023/10/1 3realestateHowtoDecoupleFormatted.pdf; Moehrl, 19-cv-1610 (N.D.
111.), Dkt. 372 (August 22, 2022 Expert Class Certification Rebuttal Report of Professor Einer
Elhauge) at ] 47.

' See Modernization of SOC Rules, Effective October 1, 2019 video presentation by NWMLS’s
General Counsel Justin Haag, at 7:00, https://vimeo.com/580495026 (“Does Northwest MLS
expect significant changes in business practices on October 1st? Generally no. Northwest MLS
expects business as usual. There may be more brokers using the buyer agency agreement and
there may be a handful of listings where the seller decides not to offer compensation to the
buyer’s broker but generally speaking Northwest MLS expects member business practices to
generally remain the same.”).

12 See concurrently filed Declaration of Erik A. Schmalbach.

17



Case 1:20-cv-12244-PBS Document 290 Filed 02/15/24 Page 18 of 33

As NWMLS’s experience reflects, MLS PIN could voluntarily adopt the settlement’s
proposed changes without meaningfully altering commission-setting practices or increasing
competition. Indeed, many MLSs have voluntarily adopted analogous changes to their own
buyer-broker commission rules. See Appendix B (illustrating widespread adoption of zero-
compensation Buyer-Broker MLS rules across the country). On October 6, 2023, NAR issued a
reinterpretation of its buyer-broker commission rule, which governs approximately 600 affiliated
MLSs, to allow $0 commissions.'* That many MLSs have recently allowed zero-compensation
offers unilaterally—without receiving any release of claims from injured home sellers or
buyers—confirms that the proposed injunction provides little benefit. It also calls into question
Plaintiffs’ assertion that “[wlithout this Settlement, it could be several years at best before the
substantive rule change embodied in the Settlement would be implemented, even assuming
Plaintiffs win at trial.” Dkt. 191 at 22-23.

4. The Proposed Settlement Raises the Same Anticompetitive Concerns as the
Prior Rule and Creates a Risk of Conflicting Orders

By perpetuating the same commission-setting system, MLS PIN’s proposed rule raises

serious antitrust concerns and may independently violate the law.'* Indeed, several pending cases

13 See Andrea Brambila, /n ‘sudden’ reversal, NAR says listing brokers can offer 0%, Inman
(Oct. 6, 2023), https://www.inman.com/2023/10/06/in-sudden-reversal-nar-says-listing-brokers-
can-offer-0/, quoting NAR (“So long as cooperating brokers are aware of the offers made by
listing brokers, that purpose is achieved. NAR has long said listing brokers and their clients are
the ones who determine the amount and makeup of the offer to cooperating brokers. Practically
speaking, the difference between one penny and $0 is negligible, and regardless, those offers are
always negotiable.”).

!4 The Eleventh Circuit recently held that a district court did not abuse its discretion in approving
an antitrust settlement where the conduct allowed under the settlement was not a per se violation
of the antitrust laws. See In re Blue Cross Blue Shield Antitrust Litig. MDL 2406, 85 F.4th 1070,
1089-90 (11th Cir. 2023). In this posture, the United States takes no position on the merits of the
Eleventh Circuit’s decision or whether MLS PIN’s modified rule would constitute a per se
violation. Here, the proposed injunction would not provide adequate relief to the class precisely
because the new rules raise the same anticompetitive concerns as the current Rule. Thus,

18



Case 1:20-cv-12244-PBS Document 290 Filed 02/15/24 Page 19 of 33

allege that rules authorizing zero-compensation buyer-broker commission offers are
anticompetitive. See, e.g., Spring Way Center v. West Penn Multi-List, No. 23-cv-2061 (W.D.
Pa.), Dkt. 30 at 9 92 (“[T]he option to list zero dollars as the buyer broker’s commission is little
more than a smokescreen, giving the appearance that actors in the market are free to negotiate
and compete on price, when in fact they are not.”); Latham v. MetroList Services, No. 24-cv-
0067 (E.D. Cal.), Dkt. 1 at § 94 (“These amendments [allowing offers of zero] fail to address or
resolve the core anticompetitive effects of [the Buyer-Broker Commission Rule].”). These cases
suggest that MLS PIN’s proposed rule could be subject to a credible challenge.

While raising serious competitive concerns, the proposed settlement would complicate
any attempt for injured home sellers and buyers to obtain relief. As discussed later, the
settlement does not allow class members to opt out and would force them to release any future
claims to the modified rule. If future home sellers and buyers outside the class definition
challenged the proposed rule, MLS PIN may argue that any relief would conflict with the
obligation in the injunction to maintain the modified rule.

The court need not wade into the contested merits of the proposed new rules. Instead, the
parties could simply agree to an injunction blocking the challenged rules without mandating how
MLS PIN institutes a replacement rule. MLS PIN could then decide for itself whether to adopt a
zero-compensation rule despite the legal risk. While this approach could yield the same
disappointing result, it would at least avoid the risk that a Court-approved settlement would chill

challenges to MLS PIN’s proposed zero-compensation rule. A prohibitory injunction would

regardless of which mode of antitrust analysis would apply to the new rules, the court should not
accept a settlement that fails to remedy the problem.
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allow whatever new Rule MLS PIN adopted to be judged on its own merits if it were challenged
as anticompetitive, including by current class members.

C. An Alternative Injunction Would Better Serve the Class

To address the competitive problem alleged by Plaintiffs, the Settling Parties could agree
to an injunction that prohibits offers of buyer-broker compensation by MLS PIN participants. '’

If MLS PIN rules prohibited sellers and listing brokers from deciding what buyer brokers
would be paid, sellers would be responsible for determining only the compensation of their own
broker in the listing contract, while buyers would be responsible for determining the

compensation of their own broker in a buyer-broker representation contract.

'3 Many industry commentators have assessed similar remedies. See, e.g., Keefe, Bruyette &
Woods, Commission Impossible: Will Litigation Reshape the Housing Market? (Oct. 4, 2023), at
9 (“The lawsuits seek to ban cooperative compensation in the MLS.”); Barry, Fried, and
Hatfield, Et Tu, Agent?, supra, at § V.A .4 (“Prohibit Sellers from Offering Compensation to
Buyer Agents”); Goodman, Tozer, & Alexandrov, More Competition in Real Estate Broker
Commission Negotiations Will Lower Costs for All, Urban Institute (Nov. 14, 2023),
www.urban.org/urban-wire/more-competition-real-estate-broker-commission-negotiations-will-
lower-costs-all; Stephen Brobeck, The Relationship of Residential Real Estate Commission Raltes
to Industry Structure and Culture, Consumer Federation of America, (Nov. 2021), at 2,
https://consumerfed.org/wp-content/uploads/2022/03/Real-Estate-Commission-Rates-
Uniformity-and-Industry-Structure-Report-11-30-2 1 .pdf (“The report concludes by
recommending that Federal agencies and the courts seek to prohibit the coupling (or tying) of
listing agent and buyer agent commissions so that buyers can negotiate buyer agent
compensation rather than having it set and paid by listing agents (and sellers). This uncoupling
would increase competition in broker fees (now at least $100 billion annually), align agent
compensation to a much greater extent with agent service, and increase value received by
consumers.”); Rob Hahn & Greg Robertson interviewing Ed Zorn (VP & General Counsel at
California Regional MLS), Burnett v. NAR: The Lawsuit That Could Upend the Housing Market,
Industry Relations (Oct. 18, 2023), starting at 43:40,
www.youtube.com/watch?v=pw39NB3w_0o&t=11s (“You do realize under this system (of the
seller paying the buyer’s agent directly inside the contract) you do realize a closing statement at a
title company or an escrow company looks 100% identical as it does today. With both
commissions on the seller side. Nothing changes. The only thing that changes is the number that
shows up for the buyer’s agent in that closing statement was negotiated between the buyer
directly and the buyer’s agent and had nothing to do with the seller or the listing agent. That’s
the one thing that’s different.”).
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Preventing sellers and listing agents from setting buyer-broker commissions would
promote greater price competition and innovation in the market for brokers’ services. If buyers
set the compensation for their own brokers directly, some buyer brokers might choose to offer
flat fees or hourly rates in lieu of percentage commissions, since the amount of time and effort
required by a buyer broker has a weak correlation, if any, to the ultimate sales price of the house.
And most, if not all, buyers would likely prefer a fee structure that does not reward their broker
for helping them to pay more for a home.

A change that makes it the buyer’s responsibility to negotiate broker commissions
directly with her buyer broker would not force buyers to pay those commissions out of pocket.
While some buyers might choose to pay their buyer brokers out of pocket, other buyers might
request in an offer that the seller pay a specified amount to the buyer broker from the proceeds of
the home sale. Thus, the current practice could continue, where the seller factors the
commissions into the offer the seller is willing to accept. If a buyer requests in an offer that the
seller pay her buyer broker from the proceeds of the home sale, it would be straightforward for a
seller to compare offers that include a request for the seller to pay the buyer’s broker (e.g., an
offer to pay $700,000 for a home with the seller paying $14,000 to the buyer’s broker, resulting
in a net price of $686,000)'® with offers that do not include such a request (e.g., an offer to pay
$680,000 for the home and no payment to the buyer broker). A seller only has to compare net
dollar amounts. This type of “conditional” offer is already permitted under federal government

lending programs. Those programs do not require buyers to come up with additional funds at

16 The average home price in MLS PIN in 2022 was $696,318. See Annual Report on the MLS
PIN Housing Market, MLS PIN (2022), at 4,
https://files.constantcontact.com/Sccaefd8001/7cf2¢37f-76df-47a3-b48f-
756bb529d3ee.pdf?rdr=true.
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closing in order to compensate their brokers in these types of “conditional” offers. Buyers
therefore would not need to come up with additional funds at closing in order to compensate
their brokers. Instead, they and other buyers would benefit from increased competition between
buyer brokers.

Unlike the proposed settlement, a rule removing sellers and their brokers from the
determination of buyer-broker compensation would help address the anticompetitive conduct
alleged in the complaint. Buyers have a wide variety of needs and circumstances, and they are
best positioned to assess the quality, services, price, and value that a particular buyer broker
offers to them. Such relief would likely increase competition for buyer-broker services—the
competition Plaintiffs allege has been broken by the Rule—to the benefit of home sellers and
buyers alike.

D. The Proposed Settiement Merits Heightened Scrutiny Because Class Members
Cannot Opt Out and Are Not Guaranteed Any Monetary Relief

Careful judicial scrutiny of the proposed settlement is particularly important in this case
because Plaintiffs intend to seek class certification under Rules 23(b)(1) and 23(b)(2). A Rule
23(b)(1) settlement is appropriate when individual actions would create the risk of establishing
“incompatible standards of conduct for the party opposing the class.” See Fed. R. Civ. P.
23(b)(1)(A). A Rule 23(b)(2) settlement provides collective relief for the class when monetary
damages are “incidental” to the injunctive relief. Savage v. Springfield, 2022 WL 2758475, at
*14-15 (D. Mass. July 14, 2022) (citing Wal-Mart Stores v. Dukes, 564 U.S. 338, 360, 367
(2011)). Unlike Rule 23(b)(3), neither provision guarantees class members receive the ability to
opt out, and the Settling Parties do not propose such a right here. Yet the settlement would
release all their claims against MLS PIN “relating in any way to any conduct alleged or that

could have been alleged in and that arise from the factual predicate of the Action.” Dkt. 222 at
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12. Where class members have no ability to opt out, courts have repeatedly rejected such broad
releases “in exchange for worthless injunctive relief.” Koby v. ARS Nat'l Servs., 846 F.3d 1071,
1081 (9th Cir. 2017)."

Careful evaluation of the true value of the injunction to the class—which Plaintiffs’
counsel has not attempted to estimate in proposing its fee award—is particularly important here
because the settlement proposal does not guarantee that the class members will ever receive
monetary relief. The Settling Parties originally proposed creating a “Litigation Fund” for what
remained of the $3 million settlement after Plaintiffs’ counsel was allocated $900,000, a small
fee was paid to the named Plaintiffs, and class notices were sent. They have now restyled itas a
“Settlement Fund,” but there is still no guarantee how much—if any—of the fund will actually
go to the injured class members, nor when the class would be paid. During the initial hearing on
the preliminary settlement, Plaintiffs’ counsel suggested that the amount of money to each class
member ($3-$5) was too small to feasibly distribute. See Dkt. 213, Tr. 11 (Aug. 9, 2023).

Even if class members stand to receive only $3-$5,'® similar amounts have been
distributed to class members in other cases. See, e.g., O Hara v. Diageo North America, No. 15-

cv-14139 (D. Mass.), Dkt. 148-1 at Exhibit 2a (class action cash award of $0.50 per six-pack up

17 Plaintiffs’ counsel has not explained how certification under Rule 23(b)(1) could comport with
Ortiz v. Fibreboard Corp., 527 U.S. 815, 864 (1999), and no circuit has allowed a release of
individual damages under Rule 23(b)(2) since Wal-Mart Stores v. Dukes, 564 U.S. 338 (2011).
See, e.g., In re Google Inc. Cookie Placement Consumer Privacy Litig., 934 F.3d 316, 329-30
(3d Cir. 2019); In re Payment Card Interchange Fee & Merch. Disc. Antitrust Litig., 827 F.3d
223,234 (2d Cir. 2016).

18 Plaintiffs’ counsel has not offered a detailed accounting of how much of the $3 million might
ultimately be distributed to class members, or how much distribution of funds would cost.
Counsel’s back-of-the-envelope math appears to assume class counsel is awarded 30% of the $3
million (i.e., $900,000 for attorneys’ fees), expense reimbursements are $200,000, claims
administration costs are $250,000, and named plaintiffs are awarded $7,500, leaving a remaining
balance of $1,642,500. With an estimated 280,000 putative class members (see Dkt. 268 at 9 8),
the per-class-member distribution appears to be about $5.87 before reasonable distribution costs.
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to $10.00 per household without proof of purchase, and $0.50 per six-pack up to $20.00 per
household with proof of purchase); Dkt. 85-2 at 3 (“During the Class Period, Diageo sold
471,237 cases to its distributors in Massachusetts.”).

More to the point, however, if the Settlement Fund is intended to “hold” MLS PIN’s
monetary settlement so it can be distributed more efficiently with subsequent settlements, there is
no reason not to say now how much of those funds—which are simply sitting in an account until
the litigation has concluded—will go to the class members. As it stands, Plaintiffs’ counsel has
not committed to distribute any portion of the $3 million to class members. Without any such
commitment, Plaintiffs’ counsel could seek, after deductions for costs and expenses, the
remaining 85 percent of the $3 million settlement for attorneys’ fees.'”

Under those circumstances, it is doubtful whether Plaintiffs’ counsel’s $900,000 fee
request is properly characterized as 30% of the $3 million MLS PIN settlement. The
unlikelihood that the proposed injunction will lower broker commissions further calls into
question whether the proposed settlement is fair and reasonable for the class. See Coutin v.
Young & Rubicam P.R., 124 F.3d 331, 338 (Ist Cir. 1997) (“[T]he Supreme Court has identified
results obtained as a preeminent consideration in the fee-adjustment process.”) (citing Hensley v.
Eckerhart, 461 U.S. 424, 432, 440 (1983)).

IV. CONCLUSION
For the foregoing reasons, this Court should deny preliminary approval of the proposed

settlement in this action.

Dated: February 15, 2024 Respectfully submitted,

19 $3 million - $200,000 of incurred costs and expenses - $250,000 for claims notices - $7,500 to
class representatives = $2.54 million. $2.54 million / $3 million = 85%.
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Appendix A

Language of Current MLS PIN Rules v. Proposed Settlement Comparison

s First, the revised Rule states that the seller, not the listing broker, makes any offer of
cooperative compensation, and an offer of compensation to the buyer broker may be 0¢,
whereas before the offer had to be at least 1¢. See Dkt. 222 at 58 (Ex. 3a, “Change #2”).

CURRENTLY IN Section 1.0(c)

(c) ACCEPTANCE OF LISTINGS. Except as
specifically set forth in the next sentence of this
Section 1.0(c), the Service will accept for Filing only
those Listings that make it possible for the Listing
Broker to offer cooperation, with accompanying
compensation, to Cooperating Brokers, as and in the
manner provided for in Article V below.
Notwithstanding the foregoing, the Service will accept
for Filing Listings of properties for lease or rent that
make it possible for the Listing Broker to offer
cooperation to Cooperating Brokers, even if those
Listings do not offer accompanying compensation.

PROPOSED CHANGES IN Section 1.0(c}

(c) ACCEPTANCE OF LISTINGS. Exceptas
speeticathy-set-forth-ir-the nextsentence-of-this Seetion
+0{ex-+The Service will accept for Filing only those
Listings that make it possible for the Listing Broker to
offer cooperation-with-seeotnpanyingcompensation;

to Cooperating Brokers;-as and-in-the mannerprovided
for-in-Artiele-Y-belew. In the context of this Section
1.0(c) and of Scction 5.0 below, “cooperation’ shall be
defined as the ability of a Cooperating Broker 10 assist
its L]h_nt or customcr in 1111 purc h'lse Iedse or lemal of

%lm%&L istings-do-not- Gﬁei deeb\ﬁ::pw V
compensttion:

CURRENTLY IN Section 5.0

SECTION 5.0 COOPERATIVE COMPENSATION
SPECIFIED ON EACH LISTING:

Except only for Listings of properties offered for lease
or rental, for which the Listing Broker (as provided in
Section 1.0(c) above) is not obligated to offer
compensation to other Participants for their services as
Cooperating Brokers, a Listing Broker shall specify, on
each Listing Filed with the Service, the compensation
offered to other Participants for their services as
Cooperating Brokers in the sale, lease or rental of the
Listed Property. Such offers shall be unconditional,
except that entitlement to compensation shall be
conditioned on the Cooperating Broker’s performance
as the procuring cause of the sale, lease or rental.

Note 1: In Filing a Listing with the Service, a
Participant is deemed to be making blanket unilateral
offers of compensation to the other Participants in the
Service. The Participant therefore shall specify on each
Listing Filed with the Service the compensation being
offered to the other Participants, as a Cooperating
Broker has the right to know, prior to initiating any

PROPOSED CHANGES IN Section 5.0

SECTION 5.0 COOPERATIVE COMPENSATION
SPECIFIED ON EACH LISTI'NG

Exeept :
orrentalk —ffHHeh—HJre—l—ﬁfmq—Bf&keH-ﬁs prewded i
Seetion-H0(c)r abovelis-notobHaated-to-offer
compensation-to-otherRartictpantsfor-their services-as
Cooperating-Brokers, aThe Listing Broker shall
specify, on each Listing Filed with the Service, %he any

for their services as Cooperatmg Brokers in the sale,
lease or rental of the Listed Property. Such offers shall
be unconditional, except that entitlement to
compensation shall be conditioned on the Cooperating
Broker’s performance as the procuring cause of the
sale, lease or rental.

Note | In-Filrgalistnewith-the Servicea
Participant-is-deemed-to-be-making-blanket-unilateral
offers-of compensation-te-the-other Participants-in-the
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sales effort, what its compensation might be for that
effort,

The Listing Broker has the right to determine the
amount of compensation to be offered to a Cooperating
Broker. The compensation offered by a Listing Broker
to a subagent, to a buyer’s agent or to any other
appropriately licensed facilitator in the process of
selling a Listed Property, whether or not the facilitator
is acting in an agency capacity, may,

but need not be, the same.

effert: Subject to the second paragraph of Section
1.0(c) above, the Listing Broker must obtain the
Sellet’s prior authorization (1) for the Scller to offer
compensation with respect to a Listing, and (2) for any
amount of compensation to be offered by the Seller
with respect to a Listing.

* Second, the revised Rule states that buyer-broker commission offers are negotiable. See
Dkt. 222 at 59-60 (Ex. 3a, “Change #2”). But MLS PIN’s Rule never prohibited the
negotiation of buyer-broker commission offers (see Dkt. 38 at 17-18), as Plaintiffs
recognize in their complaint (see Dkt. 150 at § 95).

CURRENTLY IN Section 5.0

A Listing Broker’s obligation to compensate any
Cooperating Broker as the procuring cause of a sale,
lease or rental may be excused only by agreement
between the Listing Broker and the Cooperating
Broker or by determination through arbitration or other
legal process. Notwithstanding any agreement between
the Listing Broker and the Seller of a Listed Property
with respect to the compensation of a Cooperating
Broker for the sale, lease or rental of the Listed
Property, the ultimate responsibility and liability for
compensating the Cooperating Broker shall remain
with the Listing

Broker. If a Listing Broker for a property offered for
lease or rental elects to offer compensation to other
Participants for their services as Cooperating Brokers,
that Listing Broker is subject to the same requirements
regarding cooperative compensation hereunder as a
Listing Broker for a property offered for sale.

PROPOSED CHANGES IN Section 5.0

A-bisting-Broker's-obligationto-compensate-any
Cooperating -Broker-as the-procuring-cause-of-asale;
lease-orrental-muay-be-excused-onby-by-agreement
betveeon-the-Listing Broker-tnd-the Cooperating
Broker-or by-deterninetion-threugh-arbitration-er-other
legal-process—Notwithstandingany-agreesent-berween
the-Listing-Broker-and-the-Seller-of a-bisted-Property
with-respect-to-the-compensation-ota-Cooperating
Brokerfor-the sale Jease-or-reptal-of the Listed
Property. the-ultimuteresponsibility-and-Hubtity-for
compensating-the-Cooperating-Broker shall remain
with-theisting-Broker-H-a Listing-Brokerfora
property-effered-for-lease-or-reptal-eleets-to-offer
compensation-te-other Partietpantsfor metr sewreeﬁrs
Cooperating-Brokers—that Listing-Brek et-t
the-sarne-reqiirements lé&dfd-lﬁ*’—eﬁefiefa‘i%
compensation-hereunderas-thisting Brokerfora
property-oftered-forsale: 1 a Listing does not contain
such an offer of compensation, the Cooperating Broker
may request compensation from the Seller in lieu of
requesting from the prospective purchaser all or a
portion of any compensation to which the Cooperating
Broker and prospective purchaser may have agreed for
the Cooperating Broker’s scrvices to that prospective
purchaser. The Service does not require the Setler to
accede to such a request.

CURRENTLY IN Section 5.0

Note 1: ... Nothing in Section 1.0 of Article I above or
in this Article V shall preclude a Listing Broker from

PROPOSED CHANGES IN Section 5.0

Note 1: ... Subject to the provisions set forth in the
third parauraph of Section 1.0{c) above. nNothing in
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offering a Participant compensation different from the
compensation indicated on any Listing Filed

with the Service, provided that (1) the Listing Broker
informs the Participant in writing of such

proposed change in compensation in advance of the
Participant’s producing an offer to purchase or, in the
case of an Auction Listing, in advance of the
participant’s registering a prospective bidder for
participation in the Auction, and (2) the change in the
listed compensation is not the result of any agreement
or other cooperative activity between the Listing
Broker and any one or more of the other Participants or
Subscribers. Any superseding offer of compensation
must be expressed in the same manner that the original
offer of compensation was required

to be expressed under this Note 1.

Note 2: A Listing Broker, from time to time,

may adjust (i) the compensation offered to all other
Participants for their services as Cooperating Brokers
with respect to any Listing and/or (ii) anything of
value that may be offered to other Participants for
such services in addition to the compensation. Any
such adjustment shall be effected by Filing with the
Service a notice of such adjusted compensation
and/or other adjusted offering. The notice of
adjustment shall be Filed with the Service in advance
of the production of any offer to purchase the Listed
Property so that all Participants can be advised of
such adjustment or adjustments through the Service
Compilation. The adjusted compensation and/or
other adjusted offering shall be effective from and
after the time at which the notice of adjustment is
Filed with the Service.

Section-1-0-of Article-Fabeveorin this Section 5.0
Asttele-¥ shall preclude a Sclier Eisting-Broker from
offering a Participant compensation different from the
compensation indicated on any Listing Filed with the
Service, provided that (1) the Listing Broker informs
the Participant in writing of such proposed change in
compensation (a) in advance of the Participant’s
producing an offer to purchase, or-_(h) in the case of an
Auction Listing, in advance of the Participant’s
registering a prospective bidder for participation in the
Auction, provided, however, that in either cage the
Service does not prohibit the Participants, the Seller,
and the prospective purchaser, following the production
of an offer to purchase, from negotiating and agreeing
upon some compensation different from the
compensation indicated on the Listing Filed with the
Service; and (2) the change in the listed compensation
is not the result of any agreement or-othercooperitive
activity between the Listing Broker and any one or
more of the other Participants or Subscribers. Any
superseding offer of compensation must be expressed
in the same of compensation was required to be
expressed under this Note 1.

Note 2: if the Seller elects to A-bistineBroker—rom
time-to-thme-aay adjust (i) the compensation offered to
all other Participants for their services as Cooperating
Brokers with respect to any Listing and/or (ii) anything
of value that may be offered to other Participants for
such services in addition to the compensation:—, any
such adjustment shall be effected by the Listing
Broker’s Filing with the Service a notice of such
adjusted compensation and/or other adjusted offering.
The notice of adjustment shall be Filed with the
Service in advance of the production of any offer to
purchase the Listed Property so that all Participants and
prospective purchasers can be advised of such
adjustment or adjustments through the Service
Compilation, provided, however, that the Service does
not prohibit a Listing Broker. a Cooperating Broker, a
Seller, and a prospective purchaser, following the
production of an offer to purchase, from negotiating
and agrecing upon some compensation different from
the compensation indicated on the Listing Filed with
the Service. The adjusted compensation and/or other
adjusted offering shall b at which the notice of
adjustment is Filed with the Service.

CURRENTLY IN Section 13.0

Listing Agreement - Shall mean a signed written
agreement between a Seller and a broker which
constitutes either an Exclusive Agency, an Exclusive
Right To Sell, an Exclusive Right to Sell at Auction, an
Exclusive Right To Sell With Dual Rate of
Commission, an Exclusive Right To Sell With Named

PROPOSED CHANGES IN Section 13.0

Listing Agreement - Shall mean a signed written
agreement between a Seller and a broker which
constitutes either an Exclusive Agency, an Exclusive
Right To Sell, an Exclusive Right to Sell at Auction, an
Exclusive Right To Sell With Dual Rate of
Commission, an Exclusive Right To Sell With Named
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Exclusion, an Exclusive Right To Sell With Variable
Rate Of Commission, a Facilitation/Exclusive, a
Facilitation/Exclusive Right To Sell Listing, a
Facilitation/Exclusive Right To Sell With Dual Rate of
Commission, a Facilitation/Exclusive Right To Sell
With Named Exclusion, a Facilitation/Exclusive Right
To Sell With Variable Rate Of Commission or an
Exclusive Right to Rent. A Listing Agreement must
include the Seller’s written authorization to the Listing
Broker to submit the Listing Agreement to the Service
and to File the Listing at such time and upon
satisfaction of such conditions as shall be specified
therein.

Exclusion, an Exclusive Right To Sell With Variable
Rate Of Commission, a Facilitation/Exclusive, a
Facilitation/Exclusive Right To Sell Listing, a
Facilitation/Exclusive Right To Sell With Dual Rate of
Commission, a Facilitation/Exclusive Right To Sell
With Named Exclusion, a Facilitation/Exclusive Right
To Sell With Variable Rate Of Commission or an
Exclusive Right to Rent. A Listing Agreement must
include (i) the Seller’s written authorization to the
Listing Broker to submit the Listing Agreement to the
Service and to File the Listing at such time and upon
satisfaction of such conditions as shall be specified
therein: (ii) all of the required notifications specified in
the second paragraph of Section t.0{c) of these Rules
and Regulations; and (iil) if the Seller elects 1o offer
compensation to Cooperating Brokers, the Seller’s
written acknowledgment that the Cooperating Broker is
an intended third-party beneficiary of the Listing
Agreement with the right to enlorce the same.

¢ Third, the revised Rule requires listing brokers to certify in the MLS platform that they
“notified” the seller that an offer of compensation is not required and a buyer broker’s
request for compensation need not be granted. See Dkt. 222 at 58 (Ex. 3a, “Change #17).

CURRENTLY IN Section 1.0(c)

If the Service becomes aware of any proposed Listing
or any existing Listing that, in the sole and exclusive
determination of the Service, may not comply with all
fair housing and other laws and regulations that may be
applicable to the sale, lease or rental of the proposed or
existing Listing, the Service may refuse to accept the
proposed Listing for Filing and may remove the
existing Listing from the Service Compilation. Any
such determination and action by the Service shall be
final, and neither the Service, nor any of its employees
or agents, shall have an liability or responsibility of any
kind, nor shatl any Participant or Subscriber have or
assert any claim against the Service, or against any of
its employees or agents, arising out of (i) such
determination or action by the Service, (ii) the
Service’s failure for any reason to make any such
determination or take any such action or (iii) the
Service’s failure for any reason to become aware of a
proposed or existing Listing’s possible non-compliance
with any fair housing or other law or regulation.

PROPOSED CHANGES IN Section 1.0(c)

The Service will accept for Filing a Listing only ifthe
Listing Broker has first certified, through the
appropriate kev, code or symbol_on the Property Data
Form as specified by the Servigce, that the Listing
Broker, before entering into the Listing Agreement
with respect 10 that Listing, notified the Seller (i) that
the Service does not require the Seller to offer
compensation te Cooperating Brokers, and (i) that.
while a Cooperating Broker may request compensation
from the Seller in lieu of requesting from the
prospective purchaser all or a portion of any
compensation i which the Cooperating Broker and
prospective purchaser may agree Jor the Cooperating
Broker’'s service that prospective purchaser. the
Service does not require the Seller to accede to such a
request.

If the Service becomes aware of any proposed Listing
or any existing Listing that, in the sole and exclusive
determination of the Service, may not comply with all
fair housing and other laws and regulations that may be
applicable to the sale, lease or rental of the proposed or
existing Listing, the Service may refuse to accept the
proposed Listing for Filing and may remove the
existing Listing from the Service Compilation. Any
such determination and action by the Service shall be
final, and neither the Service, nor any of its employees
or agents, shall have an liability or responsibility of any
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kind, nor shall any Participant or Subscriber have or
assert any claim against the Service, or against any of
its employees or agents, arising out of (i) such
determination or action by the Service, (ii) the
Service’s failure for any reason to make any such
determination or take any such action or (iii) the
Service’s failure for any reason to become aware of a
proposed or existing Listing’s possible non-compliance
with any fair housing or other law or regulation.
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Appendix B

Adoption of Zero-Compensation Buyer-Broker MLS Rules

On August 9, 2023, Bright MLS announced updates to its system “allowing users to enter
any amount in a listing’s cooperative compensation fields, from zero and up.” See Update to
Listing Entry Cooperative Compensation Fields, Bright MLS (Aug. 9, 2023), www
brightmls.com/article/update-to-listing-entry-cooperative-compensation-fields.

Effective November 14, 2023, “[a]ny amount zero or higher will be allowed in system and in
MLS Rules/Regulations™ of Stellar MLS. See Merri Jo Cowen (Stellar MLS CEQ), The
Current MLS Landscape Straight Talk (Oct. 31, 2023), at 17,
https://www.orlandorealtors.org/clientuploads/ORRA-Townhall-Meeting/2023/Merri-Jo-
Cowen-MLS-Landscape-for-LSC.pdf.

As of at least August [, 2022, First MLS references offers of compensation “if mentioned in a
listing entered into the FMLS Database.” See FMLS Rules and Regulations, First MLS
(Effective Aug. 1st, 2022), at Rule 10.2, https:/firstmls.com/wp-
content/uploads/2023/01/Rules_And_Regulations_8.1.2022.pdf (emphasis added).

Revised October 11, 2023, Garden State MLS’s Rules and Regulations added: “In the event
compensation is not being offered to subagents and/or transaction brokers and/or buyer
brokers, specifying “$0” in the applicable field(s).” See Rules and Regulations of NEWMLS,
L.L.C. d/b/a Garden State Multiple Listing Service, L.L.C.,
https://forms.gsmls.com/Rules/RulesRegs.pdf.

On September 26, 2023, the State-Wide MLS Board of Directors voted to allow listing
brokers to input $0 in the cooperative compensation field effective December 1, 2023. See
Compensation Policy Change, RI Realtors, https://www.rirealtors.org/mls/compensation-
policy-change (*Cooperative Compensation will remain a ‘mandatory’ field in Matrix and if
a value greater than 0 is entered, then that offer must be unconditional and paid to the
cooperating broker who is the procuring cause, as required by long-standing MLS rules and
policies.”).

On October 19, 2023, BeachesMLS announced “the listing entry system will be updated on
October 31, 2023 to allow users to enter any amount in a listing’s cooperative compensation
fields, including zero.” See Cooperative Compensation Rule Change (Oct. 19, 2023),
https://rworld.com/blog/compensation.

As of at least October 2022, NWMLS Rules and Regulations stated: “The buyer brokerage
firm’s compensation must be published in each listing and must be expressed as a percentage
of the sale price or a flat dollar amount. If the listing does not contain an offer of
compensation for the buyer brokerage firm, the buyer and buyer brokerage firm may
negotiate for buyer brokerage firm compensation with the seller as part of the buyer’s offer to
purchase the property.” See Rules and Regulations, NWMLS (Oct. 2022),
https://members.nwmls.com/wp-content/uploads/2022/06/NWMLSRules-1.pdf.
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On October 15, 2023, Arizona Regional MLS announced: “Starting 11/8/2023, the Comp to
Buyer/Broker field allows a value of zero (0) or greater.” See FLEXMLS Now Allows
Cooperative Compensation To Be Zero, ARMLS (Oct. 15, 2023), https://armls.com/flexmls-
now-allows-cooperative-compensation-to-be-zero (emphasis removed).

On November 9, 2023, Miami MLS made changes to its rules “to reinforce
Participants/Subscribers’ ability to engage in transparent negotiations with customers and
prospective buyers by allowing Participants/Subscribers to enter ANY amount in a listing’s
cooperative compensation fields, from $0 and up.” See Evian De Leon, Change to Listing
Entry Cooperative Compensation Fields, Miami Realtors (Nov. 13, 2023),
https://www.miamirealtors.com/2023/11/13/change-to-listing-entry-cooperative-
compensation-fields/.

Effective January 1, 2024, the Real Estate Board of New York (REBNY) will “require offers
of compensation to the buyside broker to originate from the Seller/Owner....Article IV of the
UCBA is revised to include the Seller’s offer of compensation, if any, to the buyside broker.”
See 2024 UCBA Changes, REBNY (Oct. 10, 2023), https://www.rebny.com/articles/2024-
ucba-changes/ (emphasis added). “In cases where the seller does not offer compensation to
the buyer’s broker, the buyer’s broker may negotiate their potential compensation from the
buyer[.]” See Decoupling Commissions FAQ, REBNY (Oct. 10, 2023),
https://www.rebny.com/articles/decoupling-commissions-fag/.

On May 19, 2023, Midwest Real Estate Data stated: “Given that legal environment in the
industry, MRED’s Board of Managers determined that MRED will test allowing users to start
entering $0 or 0% in the compensation field in Private-status listings. Of course, a seller’s
agent will maintain the option to enter the compensation amount they choose and continue to
negotiate compensation with their clients and buyer’s brokers.” See Offers of Compensation
FAQs, MRED (May 19, 2023),
https://www.mredllc.com/comms/resources/MREDPrivateListingCompensationFAQs.pdf.

33



Case 1:20-cv-12244-PBS Document 290-1 Filed 02/15/24 Page 1 of 5

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

JENNIFER NOSALEK, RANDY HIRSCHORN and
TRACEY HIRSCHORN, individually and on behalf
of all others similarly situated,

Plaintiffs,
V.

MLS PROPERTY INFORMATION NETWORK,
INC., ANYWHERE REAL ESTATE INC. (F/K/A
REALOGY HOLDINGS CORP.), CENTURY 21
REAL ESTATE LLC, COLDWELL BANKER
REAL ESTATE LLC, SOTHEBY’S
INTERNATIONAL REALTY AFFILIATES LLC,
BETTER HOMES AND GARDENS REAL
ESTATE LLC, ERA FRANCHISE SYSTEMS LLC,
HOMESERVICES OF AMERICA, INC., BHH
AFFILIATES, LLC, HSF AFFILIATES, LLC,
RE/MAX LLC, POLZLER & SCHNEIDER
HOLDINGS CORPORATION, INTEGRA
ENTERPRISES CORPORATION, RE/MAX OF
NEW ENGLAND, INC., RE/MAX INTEGRATED
REGIONS, LLC, AND KELLER WILLIAMS
REALTY, INC,,

Defendants.

No. 1:20-cv-12244-PBS

Judge Patti B, Saris

DECLARATION OF ERIK A. SCHMALBACH

I, Erik Schmalbach, declare:

L 1 am a data scientist with the Antitrust Division of the United States Department
of Justice (“DOJ). [ received a Bachelor of Arts degree in International Studies and Economics

from Johns Hopkins University in May 2014, and a Master of Science degree in Economics and

Management Science from Humboldt-Universitit zu Berlin in November 2016. 1 joined the

Expert Analysis Group of the Antitrust Division in January 2019. At the Antitrust Division, my

duties regularly include using a variety of statistical software to process and analyze large
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datasets to answer various empirical questions.
2, The purpose of this declaration is to explain the method I used to analyze whether
" the NWMLS rule revisiohs in October 2022 impacted the prices paid for buyer brokerage by the
buyer clients of one large residential real estate brokerage firm and the results of my analysis.
The NWMLS is an MLS whose region covers most of Washington state. The large residential
real estate broker I looked at has operations in more than one hundred markets in the United
States.

3, I was asked to perform a difference-in-differences analysis in which [ would
compare the change in buyer-broker prices in large core based statistical areas (“CBSAs”) within
NWMLS’s region before and after October 2022 with the change in buyer-broker prices in other
large CBSAs before and after October 2022. |

| 4, I was provided two data sets, which I refer to as CID00009 and CID000190,
covering all the transactions between January 2016 ana November 2023 on which the brokerage
firm assisted. In addition, I was provided a letter, dated September 8, 2023, from the brokerage
firm answering questions from the DOJ about the company’s data (“Letter”). I was told that the
data sets referenced in the Letter — which I refer to as CID00002 and CID00003 — are analogous
to CID00009 and CID00010, respectively, which the DOJ received on December 28, 2023, when
the brokerage firm refreshed the data they originally produced to cover a longer time period.

5. I merged CID00009 and CID00010 together based on the “deal_id” variable.
CID00010 contains multiple rows for each individual “deal_id.” Based on the Letter at pages 5-
6, I sorted the “deal_id” variable by date so that the updates to different fields would be shown in
chronological order and then used the most recent value for each field to determine the final

value of that field for each “deal id.”
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6, I adjusted the dollar amounts in the data to account for inflation.

7. [ created a crosswalk between property zip codes and CBSAs because the
brokerage firm’s data does not include CBSA information.

8. To analyze the difference-in-differences between the brokerage firm'’s buyer-
broker prices, I limited the set of brokerage firm-assisted transactions in the following order:

a, First, I limited the set of transactions to successfully-closed brokerage
transactions, as opposed to non-brokerage transactions or transactions that
never closed.

b. Second, I limited the set of transactions to those in which
“transaction_type” equals “Buy,” the brokerage firm is the buyer broker,
and the brokerage firm did not also act as the listing broker, This limited
the set of transactions to those in which the brokerage firm acted only as
the buyer broker, which is what is relevant for assessing buyer broker
commissions.

c. Third, 1 excluded any outliers involving extreme values of buyer-broker
commission rates or closing prices. This excluded about 1% of the
transactions. Including the outliers does not materially change my
conclusions.

d. Fourth, I limited the set of transactions to those involving properties
located in CBSAs where the brokerage firm had 1,000 or more buy-side
transactions during the period from 2016 through 2023, This left: (i) the
Seattle-Tacoma-Bellevue CBSA (“Scattle CBSA”), which is located in

NWMLS’s region; (ii) thirty-one other large CBSAs that are not located in
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NWMLS’s region (*Other CBSAs™); and (iii) the Olympia-Lacey-
Tumwater CBSA (“Olympia CBSA”), which is located in the NWMLS’s
region but is a smaller CBSA than the Seattle CBSA.

e. Fifth, I limited the set of transactions to those occurring on or after
January 1, 2020.

9. I defined the Seattle CBSA and Olympia CBSA (“NWMLS CBSAs”) as the
“treated” group, and the Other CBSAs were the “control.” I defined transactions as “before” if
they occurred between January 1, 2020 and October 1, 2022, Transactions that occurred on or
later than October 1, 2022 were defined as “after.”

10. I calculated the following four average buyer-broker prices based on the
brokerage firm’s revenue field for each transaction: (i) the average buyer-broker price in the
NWMLS CBSAs before October 1, 2022 (“NWMLS_0™); (ii) the average buyer-broker price in
the NWMLS CBSAs on or after October 1, 2022 (“NWMLS_1”); (iii) the average buyer-broker
price in the Other CBSAs before October 1, 2022 (“Other_0"); and (iv) the average buyer-broker
price in the Other CBSAs on or after October 1, 2022 (“Other_1").

11, Ithen calculated the difference-in-differences (“DID”), where the DID is defined
by: DID = (NWMLS_1 - NWMLS_0) - (Other_1 — Other_0).

12.  The difference-in-differences was not statistically significant at the 95% level,
meaning the difference between the change in the average buyer-broker prices in the NWMLS
CBSAs and the change in the average buycr-broker prices in the Other CBSAs was not
statistically different from zero after NWMLS’s October 2022 rule revisions.

13.  Ialso calculated the difference-in-differences after removing transactions

occurring in a two-month window before and after October 1, 2022, and also after removing
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transactions occurring in a three-month window before and after October 1, 2022, Doing so did
not change the results I described above.

14.  1did analogous difference-in-differences calculations with price defined as a
percentage of the property sale price (i.e., commission rate), as opposed to dollar amount. The
difference-in-differences is not statistically significant at the 95% level in the two-month window
and three-month window specifications, However, it is statistically significantly different from
zero for the specification with no window, but the value was very small and positive, meaning
the commission rate was higher, not lower, in the NWMLS CBSAs.

15.  1did analogous difference-in-differences calculations in which I omitted the
Olympia CBSA, 1 defined the Seattle CBSA as the “treated” CBSA, and the Other remaining
CBSAs were the “control.” Doing so did not éhange the results I described above.

I declare under penalty of perjury that the foregoing is true and correct.

Dated: February 15, 2024 %M/

Erik A7 Schmalbach




