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Why You Should Read This Guide

With so much information available today how do you decide what 
to read and perhaps more importantly, what to believe?

This guide was compiled by our team of experts that collectively 
have decades of real life expertise, experience and success in  
helping real estate brokerages of all sizes to achieve their  
business objectives.

Our products and services are designed to fit any size real estate 
organization from just a few agents to enterprise companies with 
thousands of agents. Our scalable solutions make it easy and afford-
able regardless of your brokerage size.

You may recognize some of these enterprise real estate brokers that 
we have had the privilege of serving for decades. These well recog-
nized companies represent a major portion of the entire US real es-
tate community and collectively process billions in real estate sales, 
process tens of thousands of transactions, earn hundreds of millions 
in commissions and pay out millions of dollars to their sales force on 
an annual basis.

Why is this important to you?

• The sheer size of their sales force and the number of transactions 
they process creates the greatest amount of challenges for this 
type of brokerage

• A great number of these firms have been using our products and 
services for many years (decades in some cases) which means our 
products and services are proven with a long history of success

• These companies selected our organization because we were the 

only supplier capable of managing the most complex sales and 
commission processes

• Larger firms have more resources to perform stringent due dili-
gence when selecting a supplier. If we can pass their scrutiny and 
continue to provide the products and services they require (for 
more than forty years), imagine what we can do for you?

• These firms continue to grow, prosper and enjoy financial success 
year after year. What do they know about us that you don’t?

• You can leverage (copy) their decision to make your  
selection easier

It’s been our privilege to be able to serve these amazing organiza-
tions throughout our forty plus years of being in business. A major 
benefit of working alongside these firms is observing how they 
operate, why they continue to succeed year after year (where many 
do not), and what they do that we don’t always see in smaller real 
estate organizations.

This guide was developed to share our observations with you so 
that you can compare what you are doing in your real estate busi-
ness and decide if change is in your future.

Our team consists of approximately thirty highly skilled profession-
als who have been directly involved with designing, creating, devel-
oping, implementing, training, and supporting real estate technolo-
gy for many years.

Why is this important to you?

The answer should be obvious. You want the most qualified people 
on your team! Your business is too important! You cannot afford 
to gamble with companies or products that have not proven their 
reliability or long term success in the real world of real estate.

https://www.lantrax.com/
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A Few of Our Clients

View the full list of our clients.
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ChAPTER 2

The Main Ingredients for Success 
(What Successful Broker Owners Already Know)

As with any business in any chosen industry, there are some key rea-
sons why some broker owners are successful and others are doomed 
for failure.

So let’s dig a little deeper into why some real estate companies (es-
pecially enterprise sized ones) are successful year after year  
and why others (often smaller companies) have limited success  
or fail completely.

Here’s what we have observed and learned from being a supplier 
with many of the top 100 real estate brokerages in the US for the 
past forty plus years.

It Starts with a Great Team

Successful firms are rarely guided by a single individual. Enter-
prise firms, through the very nature of their size, must use a team 
approach to operating their real estate brokerage. Although the 
broker owner(s) will have great influence with strategies, direction, 
goals, implementation and execution of their business plan, they 
rely heavily upon talented executive and management teams to 
create, suggest, plan, research and decide upon various projects. 
Shooting from the hip is not a strategy the larger more successful 
firms use. Unfortunately, all too often we do see this method used 
in smaller organizations. It is usually the reason smaller firms strug-
gle, fail to reach their goals or even survive the competitive world 
of real estate.

Knowledge is Power 

Large real estate companies realize they have no choice but to fully 
understand every aspect of their brokerage operation. In the 
enterprise environment, guesswork and snap decisions made with-
out knowing all the facts means you will not survive. Here, knowl-
edge is king! We have observed that the more sophisticated the real 
estate organization, the more they depend upon real-time data. 
They can get a true picture of where the company has been, where 
it is today, and where it will be in the future. Very few decisions 
are made without serious research and analysis of the company’s 
business data!

Top real estate companies strive for the following data attributes:

• Accurate

• Complete

• Real-time

• Audited (error-free)

• Easily accessible

The collection of accurate data is vital to a brokerage aiming to 
maximize profits. Successful brokers who have grown and increased 
profits understand the importance of investing in state-of-the-art 
business practices and technology where transactions are processed, 
and high volumes of complex financial information is stored. They 
understand the importance of collecting consistent and accurate 
data for every transaction. Successful real estate firms enact admin-
istrative policies, training, and communication within that ensures 
the entire brokerage and all ancillary business are connected. An 
email address for a client may not seem critical unless the company 

https://www.lantrax.com/
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has a “stay-in-touch” marketing strategy in place. Error free finan-
cial data is vital for analyzing performance at all levels of the real 
estate firm.

Unfortunately and all too often, less-sophisticated broker owners 
spend a majority of their time focused on marketing, sales, and 
revenue producing activities. Clearly these are major activities and 
critical to the growth and prosperity of the organization. No reve-
nue equals no company! However uninformed administrative prac-
tices can also create an environment of poor decisions, bad business 
policies, lack of direction and ultimately failure! 

Constantly Improving 

Larger firms are constantly improving. Being just good is not a 
recipe for long term success. Good companies strive to be great 
companies! They accomplish this by constantly questioning their 
day to day processes, past decisions, existing technology, sales force, 
recruiting, compensation plans, administrative requirements, and 
business goals to name a few!

Forward Thinking 

Real estate brokers that maintain success do so because they don’t 
rest upon their past wins. They understand the importance of 
planning and improving their company’s performance for sustained 
success and future growth. 

how do they do this?

• Creating an environment for effective and efficient processes 
that feed their knowledge base and provides for real-time accu-
rate business intelligence and performance analysis

• Use all and any resources necessary to assist them in obtaining 
their objectives including but not limited to outside consultants, 
advisors, partnerships, suppliers, collaboration with like-minded 
brokerages, etc.

• Constantly training their executive, administrative, and market-
ing teams to expose them to new methods, procedures, and skills

• Reviewing their technology platforms to eliminate inefficiencies, 
critical errors, and potential shortfalls 

• Staying open-minded to new concepts, ideas, suggestions,  
products, and services that can assist them in growing their  
business and maintaining their competitive position within  
their marketplace

• Copying others. Great ideas can often come from outside an 
organization. Yet, another great reason to join a collaboration 
of like-minded (yet non-competitive) broker owners. Discussing 
challenges and opportunities with those who might be expe-
riencing the same situation allows for creativity and thinking 
outside the box.

https://www.lantrax.com/
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ChAPTER 3

Your Weakest Link Will Challenge Your 
Ability To Reach Your Goals

Operating a successful real estate brokerage is very challenging. 
Great companies are led by individuals who understand that run-
ning a progressive brokerage requires many skills, talents,  
and intelligence.

Although it is possible to find a small percentage of people who 
possess every skill necessary to manage their real estate enterprise, 
in most cases, broker owners often have a weak link in their toolbox 
of skills and talents. 

A weak link can be just about any one thing or even multiple short 
comings. Here’s a partial list of possible weak links that we have 
observed over the years:

• Lack communication skills - great leaders can communicate with 
anyone at any level within their organization from the janitor to 
a senior executive. In many cases, problems within an organiza-
tion can be directly attributed to poor communications. We have 
observed that the leadership of great real estate firms are always 
looking for effective methods of communication to ensure con-
fusion and chaos are kept to a minimum. How do you become a 
better communicator? Simple answer. You work on it! Training is 
one way to improve any under-developed skill. Self assessment 
is another way to analyze your current level of effective commu-
nications. If the broker owner has surrounded themselves with 
quality people, an honest and candid discussion can open up 
opportunities to improve.

• Lack administrative skills - this is probably the biggest shortcom-
ing we see within smaller real estate organizations. Broker own-
ers are often charismatic, highly skilled in marketing and sales, 
and great communicators. All of these characteristics are vital for 
any business leader, but so is the administrative component of 
running a business. Unfortunately many marketing/sales driven 
broker owners view this aspect of their business as boring. All 
too often they just allow their administrative staff to run that 
side of the business without fully understanding the vital impor-
tance it has in the company’s success. Even the most talented of 
back office administrators have very little understanding of real 
estate marketing, sales, recruiting, revenue creation, and the 
delicate balance of managing a sales force and staying profitable. 
Accountants and administrators didn’t choose their professional 
because of their outgoing and charming personality. Where ad-
ministrators excel in managing processes and data collection and 
paying the bills, most back office employees would have little to 
no idea as to how to make a real estate brokerage firm a success. 
The good news is that with some training, sophisticated tech-
nology, and adjusting your focus just a bit, this weak link can be 
eliminated or least not be an impediment for success.

• Lack understanding in technology - technology continues to in-
tegrate itself into just about every aspect of life which of course 
includes every facet of business. A smart business owner must 
understand what technology has to offer and have a plan to use 
these powerful tools to grow a profitable business. Here’s a few 
benefits that technology can deliver any real estate organization: 

 f Business intelligence reporting - this is probably the largest de-
liverable that proper back office technology can provide to a 
broker owner. We have already established that knowledge is 
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power. That power comes from vetted data that has been col-
lected in an accurate manner. Data collection must be timely, 
error free, and as complete as possible. When data is complete 
and accurate, and made accessible to the leadership team, 
their world opens up to a greater and deeper meaning of the 
trends and activity that surrounds them. This is accomplished 
with business intelligence reporting. Simply put, real-time 
formatting of financial data allows non-technical people to re-
view and analyze what’s happening within their organization 
whenever they want to. Armed with up-to-the-minute infor-
mation allows senior management to confront potential issues 
in a real-time fashion. Knowing about a problem six months 
(or more) after the fact makes it impossible for positive adjust-
ments to occur when it matters most. 

 f Complex compensation plans - regardless of your business size 
or the marketplace your company operates within, competi-
tion is everywhere and it’s often fierce. In many cases, especial-
ly in larger cities and urban centers, your competition includes 
larger enterprise sized real estate organizations. To succeed 
your firm must compete with all players, including these mega 
operations that have the resources to use every tool available 
to them. If you are not following suit, then you are falling be-
hind making it difficult to reach your business goals. Compen-
sation plans are one area where we see smaller broker owners 
unable to compete. In today’s climate, agents want more and 
more of that piece of the commission pie and squeezing the 
broker owner’s bottom line. The defense that larger real estate 
firms employ is the creation of complex agent compensation 
plans with two major elements. First is the actual commission 
rate schedule. Many firms use a sliding scale to calculate an 
agent’s commission amount. This traditional method usually 
finds a lower commission rate at the beginning of the agent’s 
commission year. As the agent produces more sales revenue 

throughout their commission year, the agent’s commission rate 
increases and as a result lowers the broker owner’s profitabil-
ity with that agent. The second component is using a series of 
“deductions” that can be applied at the top of the financial 
calculation, off-the-middle and finally off-the-bottom. Off-the-
bottom deductions are usually agent-centered where off-the-
top deductions are sales centric (shared between agent and 
company). Deductions can be for any number of financial ac-
tivities within the sale. Off-the-top deductions are usually for 
outside referral brokers or franchise fees. Off-the-top deduc-
tions are shared by the brokerage firm and the agent (think 
franchise fee). Off-the-middle deductions are often used as an 
additional marketing fee that the brokerage charges against 
the sale. Off-the-bottom deductions are specific to each agent. 
Each agent will have one or more off-the-bottom deductions 
that may be applied to their commission amount when cal-
culating the agent’s final commission (on a sale). As a result, 
the lower commission amount for the agent will increase the 
profitability for the broker owner. Using advanced technology, 
even smaller real estate brokerage firms can compete in their 
respective marketplace by offering their agents a balanced 
compensation plan that fits the needs of the agent and the 
brokerage operation.

 f Automated collection of funds from various players in a real 
estate transaction. Keeping track of who pays what to whom 
can be a confusing and error prone process. Smart technology 
can be used to create automated processes that have a set of 
rules that match the real estate company’s business practices. 
One example would be a client closing fee which the client 
pays to the brokerage on closing. Automated processes can be 
introduced to ensure the closing fee is paid. Agents are often 
responsible for informing the client of the fee, and ensuring its 
payment at closing. In the event the client fails to pay the fee, 
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an automated rule can transfer the amount of the fee directly 
to the agent’s commission calculation (as an off-the-bottom 
deduction) thereby reducing the agent’s commission amount.

 f Real-time financial income statements - using a modern gen-
eral ledger accounting solution (QuickBooks, Microsoft Dy-
namics, etc.) allows broker owners to receive instant financial 
statements to illustrate the financial health of their company.

 f Paperless reporting - technology can greatly reduce the cost 
of creating and distributing management and sales agent 
reports. Older technology requires a senior administrator to 
create the reports, organize them and prepare them for dis-
tribution. A modern solution completely eliminates the labor 
cost, the printing cost, and the distribution cost of reporting. 
Another huge advantage of a real-time reporting solution is 
that those authorized to receive the reports can request them 
without the aid of an office administrator. Agents can review 
their financial data whenever they want (in real-time). The 
number of “support” calls to the brokerage’s administrative 
office are greatly reduced because the agents can simply look 
up the information they want (and authorized to see) when-
ever they want. In most cases reports can just be viewed on a 
monitor or within a mobile agent app and not printed at all. 
This reduces waste and of course the cost of printing.

As Albert Einstein once said, “We can’t solve problems by using the 
same kind of thinking we used when we created them.”

Finding your weakest link and taking corrective action to improve 
the ability should be a constant mission for all broker owners, their 
management team, and those responsible for managing the agent 
sales force.

As Albert Einstein once said, 
“We can’t solve problems by using  
the same kind of thinking we used  

when we created them.”

https://www.lantrax.com/
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ChAPTER 4

Compensation Plans

As previously discussed above, compensation plans can make or 
break any real estate organization. When properly implemented, 
compensation plans can create the right balance between satisfying 
a demanding sales force while maintaining a profitable bottom line. 
When recklessly done, hard earned profits can leak out the door, 
and all too often without the broker owner or their management 
team even aware of the losses.

Smaller firms are often challenged to compete within marketplaces 
where agents have a wide variety of choices as to where to work. 
Agents will often demand higher commission rates leaving tough 
choices for smaller broker owners. If the compensation plans do 
not factor in break-even plateaus or profitability margins, a broker 
owner can slowly go broke trying to balance market demands and 
staying in business.

Lack of sophisticated technology can play a hand. Inflexible back 
office solutions can take away choices and options that could make 
the difference in the broker owner’s bottom line. Smaller real estate 
firms can level the playing field by implementing back office solu-
tions that are similar to their larger competitors.

So what should a sophisticated back office solution offer a real es-
tate brokerage when constructing an agent’s compensation plan?

Flexibility and customization are the key words when designing 
multiple compensation plans for the broker’s sales force. Here are a 
few things to consider:

• Unlimited compensation plans - the back office solution should 

not limit the number of compensation plans that can be created 
and maintained

• Commission calculations should be fully automated using a 
pre-assigned commission plan rules and the agent’s year to date 
performance values

• Commission rates should be allowed to be separate for a listing 
side sale or selling side sale

• Commission rates should be allowed to be different for a sale 
that was produced in-house (without an outside broker) and a 
sale that was shared with an outside broker

• Agents should be able to have multiple commission plans with 
the ability to switch back and forth between multiple commission 
plans throughout the year

• A commission plan should not restrict the number of perfor-
mance levels an agent can reach. Each performance level should 
be linked to a different commission rate. As an agent produces 
more revenue for the brokerage, the higher the commission rate 
on subsequent transactions

• Commissions should be allowed to “blend” between perfor-
mance levels. Instead of just jumping to the next level when the 
next sale is processed (because an agent has crossed a perfor-
mance level), blending a commission among multiple perfor-
mance levels within the same sale transaction provides an accu-
rate computation of the agent’s commission amount. Blending 
commission levels greatly increases flexibility and offers a com-
petitive advantage when recruiting new agents

• Commission plans should be allowed to be overwritten manually 
thereby “turning off” the automated commission calculation pro-
cess. This should be allowed at any time for any side of a  
sales transaction
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• Commission plans should be able to process “additional” commis-
sion income, like a bonus, for any side of any transaction for  
any agent(s)

• Commission plans should be linked to the agent’s profile record 
as well as their assigned branch office. When multiple agents 
from different profit centers (branches) are involved with a single 
sale, the back office solution must organize the sale transaction 
data to allow business intelligence reports to reflect the activities 
by agent and by the branch office they are assigned to (regard-
less of which branch office originated the sale)

• Commission plans should allow for variable commission year peri-
ods. Not every company or agent for that matter works within a 
calendar year (January through December). It’s not uncommon to 
see every agent within a firm have a different commission anni-
versary year. Generally the agent’s commission year is established 
by the date they joined the firm or their birthday. This clever 
technique staggers income to the brokerage throughout the 
entire year

• Commission plan anniversary year ends for each agent should not 
interfere with the real estate company’s year-end. In other words, 
the brokerage’s year end date and each associate’s commission 
anniversary year end date can remain unique and separate from 
one another

Figure 1 shows an illustration of a commission plan set up screen for 
a specific agent. Let’s take a closer look at some of the customiza-
tion features which allow for automated commission calculations. 
A sophisticated back office solution should allow any number of 
commission plans to be created. 

Once a commission plan has been set up, it can be assigned to one 
or more agents. When an agent is added to a sales transaction, the 
back office solution will look at the commission plan set up  

Figure 1: commission plan setup for an agent

Figure 2: Detail of commission plan setup

https://www.lantrax.com/
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information for that agent and automatically calculate their appro-
priate commission.
 
Focusing in on the upper section of the commission plan set up 
screen (figure 2) you can see that there are some powerful options 
available. The option labeled “Comparator” provides for multiple 
methods when determining the agent’s year-to-date performance 
numbers. Here’s a list of possible options for the comparator (there 
are more comparator options available but for the purposes of this 
discussion we will only provide the basic ones):

With each comparator, the adjustments applied at each stage of 
commission calculation reduce the performance level amount 
awarded. The commission plan performance level amounts will be 
lower to reflect the lower commission amount used to determine 
performance. Here’s a quick summary of the comparator options:

• Gross Commission Income   $6,000

• Gross Commission Less Referrals   $4,500

• Personal Commission    $2,250

• Taxable Income     $1,075

• Net Company Dollar    $1,125

Company Commission (Gross Commission Income) - this option will 
use the total gross commission revenue that an agent has produced 
on any single side of sale. This option simply uses the total com-
mission amount prior to any adjustments. For example, assume a 
sale price of $200,000 and a gross commission rate of 3% for each 
side of the sale (list or sell). In this scenario, we have one side. The 
performance level value will be $200,000 x 3% = $6,000. When this 
comparator is used, the performance level values in the commission 
plan set up screen will reflect gross commission income amounts.

Gross Commission Less Referrals - this option is similar to the gross 
commission comparator described above except for an adjustment 
for outside broker referrals. Assume a 25% referral broker com-
mission on the sell side of the transaction. $200,000 x 3% = $6,000 
- ($6,000 x 25% = $1,500) = $4,500 is the adjusted gross commission 
income less the referral amount. 

Personal Commission - this comparator uses the actual amount of 
commission the agent was awarded when specific adjustments are 
applied. Using the same sale price example as above, the personal 
commission amount would be as follows:

Gross commission amount of $6,000 as previously calculated. 
Less any outside broker referral which was $1,500 (in previous 
example) for an adjusted gross commission amount of $4,500. 
Assume there is another agent on same side of the sale receiv-
ing 50% of the adjusted gross commission (splitting commis-
sions with other agents is very common especially with teams). 
This would leave $4,500 x 50% = $2,250 as the agent’s personal 
commission value.

Taxable Income - in many cases an agent’s commission will be ad-
justed for various transaction charges that the broker owner ap-
plies to the final commission amount. Using the same sale example 
above, let’s assume that the broker owner has an administrative 
transaction fee of $50 per side of sale. The agent’s taxable income 
will be $1,125 - $50 = $1,075. 

Net Company Dollar - some broker owners believe that tracking the 
success of any agent should be determined only by what the agent 
earns for the company or the net company dollar. This comparator 
uses the amount of commission that was left over after all other 
commission (and related deductions) have been calculated.
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Perhaps it is a game of optics. The dollar amounts are naturally larg-
er when you compare Gross Commission with Net Company Dollar. 
However, the actual company dollar received is pretty much the 
same. Which plan will attract the associate is the question? 

Once again, here’s a quick summary of the comparator options us-
ing the sales transaction example from above:

• Gross Commission    $6,000

• Gross Commission Less Referrals   $4,500

• Personal Commission    $2,250

• Taxable Income     $1,075

• Net Company Dollar    $1,125

It is interesting to note that regardless of which comparator is 
selected the sales transaction of $200,000 hasn’t changed the gross 
commission of $6,000. So when selecting a comparator for a specific 
commission plan the performance amount (YTD plateau) attribut-
ed to the agent for each sales transaction will depend upon which 
comparator was used. The commission plan performance levels for 
each comparator type (within the commission plan set up) will 
also reflect the adjustments made to the original gross commission 
of $6,000.

Blending, or pro-rating (figure 3), is a more advanced method for 
calculating the agent’s commission amount (regardless of the com-
parator selected). Simply put, blending uses multiple performance 
levels within a commission plan when a single sale is entered and 
the blended commission amount awarded crosses one or more per-
formance levels within the commission plan. Let’s illustrate this:

As shown in figure 4, the commission plan performance levels start 

at level 1, using a year to date performance amount that ranges 
between $0 and $20,000. In the beginning of the agent’s commis-
sion anniversary year the agent will use the level 1 commission rate 
(the rate varies depending upon which side of the sale the agent 
was involved in and whether or not the sale including an outside 
broker or not). 

As soon as the agent crosses over the $20,000 performance thresh-
old and advances to level 2, the commission rate to be applied to 
the remaining personal commission amount will be the rate as-
signed to level 2.

In a non-blended commission plan, the agent’s performance lev-
el used within any commission calculation will be based upon the 

Figure 3: Blending is a more advanced method for calculating commission

Figure 4: Commission plan performance levels start at level 1
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previous closed sale entered even if the commission performance 
amount (YTD plateau) for the previous sale exceeds the next level. 
Essentially, the commission rate will not advance to the new level, 
until a new sale is created. An example might make this easier to 
understand. 

Let’s assume that the agent has closed a number of sale transactions 
and currently has $19,000 accumulated in their year to date perfor-
mance amount (YTD plateau). Based upon the performance levels  
in the commission plan, the agent is just $1,000 away from advanc-
ing to the next level in the commission plan and a higher commis-
sion rate.

Using the sale transaction example above, the agent earned $2,250 
in commission performance (using the Personal Commission com-
parator). In a non-blended commission plan the agent would only 
have the level 1 commission rate applied to the commission calcula-
tion. (50% Level)

In a blended scenario, the calculation is adjusted when a portion 
of the personal commission amount reaches the next performance 
level in the commission plan. Therefore, the first $1,000 of the per-
sonal commission amount would have the level 1 commission rate 
applied (50%) which equals $500. This partial amount would now 
push the agent’s performance level to level 2. The remaining $1,250 
would be calculated using the level 2 commission rate or $1,250 x 
55% = $687.50.

Adding the two partial calculations in a blended calculation would 
equal $500 + $687.50 = $1,187.50. In the non-blended calcula-
tion the agent’s commission amount would be just $2,250 x 50% 
= $1,125 or $62.50 less. Most real estate broker owners select the 
blended option, because the competition in their marketplace is 
offering a similar plan. Recruiting new agents will often determine 

the commission pay plans offered. The bottom line is that if your 
technology cannot calculate blended levels within a commission 
plan and your competition can, where does that leave you?

When reviewing the commission pay plan set up screen above you 
can see that each level can have a completely different commission 
rate based upon the sale type and the role the agent played within 
the transaction (list or sell side). Commission plans can be totally 
customized to fit whatever requirement a brokerage firm may have. 

Notice in figure 5 that in-house sale transactions have a higher com-
mission rate for the sell side of the deal. This is a useful feature that 
allows the brokerage to adjust incentives depending upon current 
market conditions and to increase in-house deals.

Even more interesting is that any one agent can have multiple com-
mission pay plans assigned to them to fit specific transaction types. 
For example, if the agent is involved with rental transactions or 
commercial leases or industrial sales, each one of these sale catego-
ries can have a completely different commission pay plan assigned 
to the agent. 

The lower section of the commission pay plan set up screen (see fig-
ure 6 on next page) assigned to this agent displays the agent’s year 
to date performance credit (referred to as YTD plateau).  

Figure 5: The in-house sale transactions have a higher commission rate
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The plateau level is constantly being calculated each time the agent 
is involved with a closed transaction within their commission anni-
versary year. It’s the year to date plateau (performance credit) that 
determines which level within the commission pay plan will be used 
to calculate the agent’s commission amount. 

Each commission comparator type or option determines the YTD 
plateau amount that the agent will be rewarded with each closed 
sale throughout the agent’s commission anniversary year. Each com-
parator type will have matching performance level values within 
the commission plan set up screen. 

Another important feature for any back office solution when con-
sidering commission plan options would be the ability to automat-
ically reset the agent’s commission plan level whenever the agent’s 
commission anniversary date is reached. In other words, the agent’s 
YTD plateau amount (performance credit) is reset to zero. When the 
agent has a new sales transaction entered after their commission 
anniversary date has been passed, the performance level will revert 
to level 1 within their assigned commission pay plan.

More sophisticated back office solutions can also use year-end rules 
when determining whether or not the agent will start at level 1 
within their assigned plan when their commission anniversary date 
(year-end) has been reached, or start at a higher level.

For example, assume that an agent reached the highest level within 
their plan (that would be 75% based upon the screen illustration 
above). An option would allow the agent to be reset to a perfor-
mance level that is higher than level 1. 

In this scenario, even though the YTD plateau (performance credit) 
for the new anniversary commission year has been reset to zero, the 
agent will use a higher pre-determined performance level (within 

their plan) and subsequently a higher commission rate associated 
with that performance level. The pre-determined level will be a set-
up option when configuring the commission plan (totally custom-
ized by the broker owner’s administrative staff).

The more commission pay plan options a broker owner can have 
to offer their sales force, the better optics and more flexibility they 
have to retain their existing agents and recruit new ones! Larger 
enterprise size brokerage operations understand the vital impor-
tance of balancing company profitability and satisfying their agents 
within the competitive nature of real estate.

Figure 6: The agent’s YTD plateau amount is reset to zero
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ChAPTER 5

Recruiting Agents and Sales Force Balance

Regardless of their size, recruiting is the life blood activity for most 
real estate brokerage operations. Although smaller brokerage 
firms generally have fewer turnovers of agents than their larger 
counterparts, the fact remains that recruiting new agents is vital to 
maintaining existing sales performance or growing the brokerage 
business. Your agent’s job is to sell real estate, while your manager’s 
job is to recruit.

Even a hand full of poor producing agents will have some sales 
activity during their time at the brokerage firm. Multiplying a few 
agents with a few sales will still have created a revenue stream that 
will disappear when you let these agents leave the company. How-
ever, it is imperative to establish a “desk cost” for each agent, which 
includes fixed and variable expenses. Your top producers often incur 
more variable costs, like color copies, marketing efforts, etc., as they 
are generating more business. Their desk cost is assuredly higher 
than the associate who simply occupies a desk and consumes less 
resources.

To maintain the current level of revenue after these agents are 
gone means that the broker owner must somehow replace those 
lost sales. Quite often this means recruiting new members to their 
sales force.

The challenge many smaller broker owners have is determining the 
type of agent they need to add to their sales force. Too many of any 
one type can be financial disaster waiting for a place to happen. 

For example, let’s assume that a broker owner recruits a number of 
“new” agents with no real estate sales experience (perhaps recruit-
ed right out of real estate school).

In most cases, new agents (with little to no sales experience in real 
estate) will begin with a commission pay plan with a level 1 perfor-
mance rate of 50%. This means that any sale made by a new agent 
provides the broker owner with a much higher net company dollar 
profit from the sale. Very good!

Unfortunately, only having new agents in the broker owner’s sales 
force means slower sales growth and potentially not enough sales 
to stay in business. Not good!

Conversely having only experienced agents with a 70%, 80% or 
90% commission rates equates to much lower net company dollar 
revenue. 

In this scenario the business could be booming in sales but the 
broker owner is barely making the cost of running their broker-
age business. Again, not good! Balancing the sales force with new 
agents, experienced agents and some agents somewhere in the 
middle is optimum forreal estate brokerage success. 

As a side note, it is not a good business practice (strategy) to have 
all agents on the same commission anniversary year. Having the 
entire sales force on the same commission anniversary year end will 
create major cash flow issues for the company at the end of the 
commission anniversary year. This is due to the fact that most of the 
agents will have reached the higher levels within their commission 
pay plan. The result of course is reducing the company’s profitability 
with each closed sale. Not good! It is best to stagger the income by 
choosing reset dates based on the anniversary hire date or birthday. 
Many brokerages find it too tedious to start over on different dates, 
(other than the first of each year), unless they have a back office 
system that automates this process.
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A strategy or business practice used by many of our largest firms is 
to use the “join date” or perhaps “birth date” to establish the com-
mission anniversary year for any single agent!

how does a broker owner know which agent type to recruit?

Business intelligence reporting is the only method to research and 
analyze the broker owner’s current sales force to determine the 
current “mix” of agents within their firm. This is accomplished with 
a superior back office solution capable of producing real-time re-
ports to illustrate who’s contributing the most to the broker owner’s 
bottom line.

As mentioned in a previous section of this guide, large broker 
owners never shoot from the hip. They don’t guess at what might 
be. They ensure they are collecting the right information (accurate, 
complete and timely) to enable them to review their sales activity 
whenever and wherever they are. Let’s take a look at a few exam-
ples (figure 7):
 
If you were the broker owner looking at this report, what would be 
your reaction? Perhaps a more important question is what do you 
do as a broker owner when you don’t have this report available to 
you whenever you want it?

This particular report is very powerful because each column within 
the report can sort the rows based upon the sales activity type such 
as list units, sell units, listing or selling volume, GCI values, company 
dollar and overall net company dollar. By permitting multiple view-
ing options, the broker owner is equipped with the vital informa-
tion they require to make informed decisions as it related to recruit-
ing and agent retention strategies.

If you don’t know your numbers then you don’t know your business. 
What you don’t know about your business will probably put you 
out of business!

Figure 7: What would you do without this report?

Figure 8: Do you have this type of reporting in your organization?
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Once again, you are the broker owner and you are reviewing this 
agent’s year to date performance (date ranges can be selected). 
What does the report in figure 8 tell you? Do you have this type of 
reporting in your organization? We guarantee that our customers 
do and they are competing in many of the same marketplaces you 
are. Where does this leave you?

As established earlier in this guide, recruiting is a vital activity 
within any brokerage firm regardless of their size. We have tried 
to illustrate that just “throwing a bunch of agents into your sales 
force” is not a long term strategy for success! Research and analysis 
using high quality data and advanced business intelligence report-
ing are major weapons that a broker owner can use to stir through 
the maze of choices when building a solid and long lasting sales 
force. It starts with quality data (accurate, complete and real-time) 
and ends with easy access to that data to create a series of business 
intelligence reports.
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ChAPTER 6

Added Strategies for Increasing Income 
(Without Adding More Sales)

Successful real estate firms understand the important of generating 
additional revenue streams without necessarily adding more agents, 
branches or even sales!

how do they do this?

There are a number of strategies employed throughout the real 
estate industry. This guide will provide some of the more popular 
methods that larger real estate organizations have integrated into 
their business practices.

Closing Fees - most of the largest firms we work with levy a closing 
fee that is paid by the client (buyer or seller). The fee varies from 
region to region. Some brokerages charge a nominal fee of say 
$50.00 per side of sale. Others, especially in larger urban centers, 
may charge up to $500.00 per side. The closing fee is described as an 
“administrative fee” to cover the cost of managing the transaction 
from initial contract, to financing and other related administrative 
activities the brokerage is responsible for during the sale transac-
tion process.

The client pays the closing fee but many real estate companies make 
the agent responsible for its collection (usually upon closing). This 
means that if the agent did not properly inform their client(s) about 
the closing fee and the client refuses to pay it, the agent will have 
the closing fee amount deducted from their commission. Agents do 
not share in the closing fee revenue. Therefore the income derived 
from the closing fee goes right to the company’s bottom line. This 
can often provide more revenue than the actual amount made on 
the sale transaction.

A sophisticated back office solution should allow for the calculation 
and collection of the client closing fee. Advanced back office solu-
tions should also allow the automatic deduction of the closing fee 
from the agent’s commission in the event the client has not paid 
the fee. Regardless of the closing fee amount, brokerage firms not 
charging an administrative fee are missing out on a simple and easy 
way to add profit to the income statement.

Stay-in-Touch Programs - company controlled stay-in-touch pro-
grams are becoming more and more popular among larger real es-
tate companies looking for ways to increase business. Unfortunately 
most sales professionals (regardless of the industry they are working 
within) are lousy at following up with past clients. 

This creates a huge missed opportunity to create repeat and refer-
ral business for the agent and of course the brokerage. Repeat and 
referral business are two of the easiest ways to form a strong and 
lasting relationship which eventually will create new revenue op-
portunities.

The antiquated thinking that the agent owns the client information 
is falling to the wayside within many brokerage firms. Larger firms 
have struck a balance with their agents that provide for a smooth 
transition for creating a company controlled follow up campaign. 

In most cases, the agent will benefit from any and all new sales 
resulting from the company run stay-in-touch program as long as 
they remain with the firm. However, once the agent leaves the firm 
or quite often, leaves the industry, the company will take full own-
ership of the client information related to that agent. Some agree-
ments between the brokerage firm and the agent would allow the 
agent to take their client data with them and are given a set period 
of time to create their own follow-up campaign.
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When an agent leaves the industry they orphan the clients that they 
did business with. Smarter more sophisticated real estate organiza-
tions realize that these past clients can be a gold mine for increas-
ing sales and profitability in the future. Let’s look at a few possible 
opportunities that a company controlled stay-in-touch program can 
create.

When one agent leaves another one takes their place. As men-
tioned earlier, recruiting is a major activity that every broker owner 
must engage in to maintain revenue or grow their business. New 
agents just starting their real estate career can find the first year 
very challenging. Once a new agent gets past family and friends, 
prospecting for new clients is often a difficult proposition.

Imagine a scenario that allows the brokerage firm to feed their new 
agents with potential clients that know the company, have been 
involved with a sale with the company, likes the company and more 
than likely will do business with the company again IF there was a 
stay-in-touch campaign in place that constantly reminded the client 
of their relationship with the real estate firm.

Two things happen that benefit both the new agent and the com-
pany. Obviously a new agent will appreciate being fed new poten-
tial clients. Their chances for success within the first year or so are 
greatly enhanced. Second, the company totally controls the past 
client and therefore can apply any commission policy they like. 
Generally, the past client will be treated as a company referral. As a 
referral, the broker owner can set the commission rate (regardless 
of the commission plan level the agent has earned).

Take it one step further and assume that the brokerage firm’s policy 
with past client referrals is that the company is paid a referral fee 
that is taken off-the-top of the sale transaction commission. More 

revenue from the off-the-top referral commission fee plus addition-
al profit on the sale because the company dictates the commission 
rate policy on this type of transaction. Obviously this strategy can 
include veteran agents as well as new ones.

Integrating a company controlled follow-up strategy within a real 
estate organization will take some time before the revenue num-
bers start to increase. It will also require the company’s administra-
tive policies to be enhanced to ensure that client contact informa-
tion is complete and accurate. 

Who pays for the stay-in-touch program? 

There are different ways to fund stay-in-touch programs. Some pass 
the entire cost to the agent in a form of a marketing fee. Others, 
especially if the follow-up program is operated from within the 
organization (to keep costs low), will pick up the cost. By picking 
up the expense of the stay-in-touch program, the brokerage firm 
can ensure all agents are participating. It also allows the company 
to control the content and frequency of follow-up messages to past 
customers.

There are some great third party follow-up companies that offer a 
low cost service that will “touch” the past client in multiple ways 
over a period of time.

The bottom line is that if your company is not protecting past cli-
ents from wandering to other real estate, your company is losing 
the opportunity to increase sales with minimum cost.

One final note on this subject of creating a company controlled 
follow-up campaign. Our customers have told us that they noticed a 
sizeable increase in sales from their existing agents when the cam-
paign is in the second year and beyond. Sales 101 have proven time 
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and time again that staying in touch with past clients creates repeat 
business. The same study also illustrates that past clients that have 
not been included in a stay-in-touch campaign will lose their “loyal-
ty” and drift to another firm the next time they are in the market to 
buy or sell a home.

And what about referrals that may come from past clients?

Past clients that are happy with their transaction will often tell 
others of their positive experience if encouraged to do so in the 
follow-up marketing content they are receiving. All past clients 
have family, business associates and friends who might be in the 
market to buy or sell a home sometime in the future. Capturing this 
potential business can enhance both the company’s and the agent’s 
financial position. Its win-win no matter how you slice it!

Break Point Setting - as you know, a break point setting is the 
amount the agent must earn for the broker owner to cover the 
agent’s costs and make a profit from the agent’s sales activities. The 
commission plan performance level plateaus must take into consid-
eration the cost of having the agent on the sale force. The break 
point will also factor in the profit the company is expecting to earn 
from the agent’s sales. 

When creating a commission plan the broker owner will usually en-
sure that the break point amount is reflected in the first level (level 
1) within the plan. This strategy will make sure that the company 
has recouped all of the agent’s cost including a reasonable profit 
amount BEFORE the agent can advance to level 2 within the com-
mission plan.

Break point amounts will vary between branches and even between 
agents. This means that it is vital that the broker owner and their 

administrative staff constantly review the company’s cost of doing 
business and reflecting this cost in the break point setting (for each 
agent).

Break point setting amounts can be altered on a regular basis to 
reflect the reality of expenses the company is responsible to pay. In 
many cases, the adjustment can be quite small (even unnoticeable 
to the agents). As an example, assume that your company wants to 
implement a stay-in-touch marketing strategy. The company wants 
the agent to pay all or a portion of the cost for the program. A 
direct deduction or monthly charge to the agent’s account might 
cause some dissention in the sales force.

Adding the stay-in-touch cost to the break point amount will make 
sure that the agent’s commission rate is not increased until all costs 
have been recovered. Assume that the cost of the follow up mar-
keting campaign was $25 per client per year. In our example let’s 
assume that the agent does 12 new sales per year. Adding the $300 
to the break point setting will be nominal.

Some of our customers will use third party consultants like CM Glob-
al Partners (cmglobalpartners.com) to audit their financial position 
and create new compensation plans to reflect the company’s short 
and long term financial goals.

What’s important is the realization that broker owners must con-
stantly review overhead costs and ensure that the agents are cover-
ing their costs. Using the break point amount allows the brokerage 
to recoup their expenses before agents advance in their commission 
plans.

Commission Advances - a number of our clients will provide their 
agents with a commission advance on a sale that is just waiting for 

https://www.cmglobalpartners.com
https://www.lantrax.com/


SECRETS TO OPERATING A SUCCESSFUL REAL ESTATE BROKERAGE / 22PROFIT POWER / 866-877-4905 / LANTRAX.COM

the closing date. Obviously some care is required to make sure that 
the deal will close on time. Providing a commission advance option 
for agents can create a very positive relationship between 
the company and their sales force. How does this increase a  
brokerage’s profit?

The agent would not expect the bank to advance them a loan with-
out some form of fee or interest or both. Some brokerages will out-
source this service to a third party organization like eCommission 
(ecommission.com). Many of our customers provide this service us-
ing their own in-house resources. When doing so, the broker owner 
will apply a fee as well as a reasonable interest rate until the sale is 
closed and the advance is repaid. With some simple policies and safe 
guards this strategy is win-win for the company and the agent.

Agent Accounts Receivables - most real estate brokers will allow 
their agents to charge expenditures to the agent’s receivable ac-
count. In many cases, the broker owner will have no choice as the 
outside suppliers will insist that the broker owner pay their invoices 
and leave the recovery of the expense to the real estate company.

Depending upon the size of the sales force, the accumulative 
amount of money the agents owe to the company can be substan-
tial. Most of our broker owner customers charge interest rates (and 
late fees when an agent defaults in reimbursing the company). 

A sophisticated back office solution will not only calculate and ap-
ply the accounts receivable fees set by the brokerage, but automati-
cally deduct the agent accounts receivable balance directly from the 
agent’s commission on closing. In the event the agent does not have 
any closing coming up, the back office solution should automatical-
ly use the agent’s credit card to settle the account. Ultimately the 
broker owner will either break even when handling agent accounts 

receivable balances or in some cases, make a profit from interest 
rate and other related fees.

Commission Policies - depending upon market conditions, agents 
(not the real estate firm) might consider offering their selling cli-
ents a discounted commission rate. The challenge the broker owner 
might have with this practice is that the amount of commission 
remaining for the company will be far less than the brokerage firm 
can afford. In other words, all sales should provide the broker own-
er with a profit from the sale. Discounting commission rates poten-
tially can squeeze the profit amount to an unacceptable amount or 
worse, create an actual loss to the brokerage.

A sophisticated back office solution would allow the broker own-
er to set commission policies to adjust the brokerage’s commission 
when an agent offers a discount that leaves the broker owner short 
of the expect revenue to be earned from the sale. This adjustment 
would automatically transfer some of the agent’s commission to the 
company’s net company dollar to make up for the loss the company 
would have incurred. 

The amount transferred from agent to brokerage would be a cus-
tomized setting that the real estate firm would deem to be appro-
priate. Typically the fully automated calculation would calculate the 
difference between what the broker owner should have received 
(without the discount) and the amount the brokerage firm actually 
received (with the discount).

Off-the-Bottom Deductions - another method of creating new 
revenue without adding new sales is by striking a balance with the 
agent sales force that would allow the brokerage firm “charge 
back” to the agents specific costs of doing business. Error and Omis-
sions Insurance, administrative costs, marketing fees, are some of 
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the deduction types. Some brokerage firms will add a small admin-
istrative fee to each deduction to cover the costs of managing these 
expenses and their collection from each sales transaction. Some 
amounts can add up over time and depending upon the volume 
(number of sides) that a brokerage produces, these small amounts 
can be a substantial amount. The right back office solution makes 
off-the-bottom deductions easy to customize, set up and automat-
ically calculated and deducted from the agent’s final commission 
amount for any given sale.
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ChAPTER 7

Knowing is Better than Guessing 
(A Case for Business Intelligence Reporting)

Throughout this guide the topic of “knowing” and “business intelli-
gence” are mentioned as key reasons for the success of any business 
organization and this also applies toreal estate brokerage. Business 
intelligence reporting is not new and not difficult to integrate into 
any brokerage operation. Even modest real estate firms have some 
form of business intelligence reporting to guide them through the 
financial maze of running a brokerage firm. 

The larger the brokerage company the more advanced they are in 
collecting, vetting and organizing their operational data. When 
great data is matched up with a great business intelligence report-
ing solution, the broker owner and their entire team are better 
equipped to handle the many complexities they face each and every 
day. Conversely, poor business practices results in bad data and poor 
or inadequate reporting. 

Larger firms invest heavily in affordable technology to streamline 
the entire process of recording, tracking, managing and maintain-
ing high quality data. These firms work hard at creating practical 
policies and processes for collecting the data and ensuring that the 
information is accurate, complete and timely. As mentioned earlier, 
“garbage in will equal garbage out”.

As you can see, the first step in creating an awesome business intel-
ligence reporting solution is to create the best practices and proce-
dures in the brokerage’s administrative department. This starts with 
the agent and works through the entire company’s office adminis-
trative staff, branch managers and head office administrators.

Figure 9: An agent’s sales performance shown over two periods

Figure 10: A report like this makes the job of a broker owner much easier.
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The next step is for the broker owner to validate that their current 
back office solution is creating the best and most accurate reporting 
available. This step requires the broker to take a hard look at each 
report within their current solution and determine whether or not 
their reports are meeting the needs of the entire company from 
management to the sales force. 

It’s been our experience that a majority of the companies that select 
our products and services do so because their current solution is 
antiquated and lacks the flexibility to produce meaningful busi-
ness intelligence reports. All too often, these older systems make it 
difficult to collect and correctly enter the business information into 
a well organized central data base. We are sometimes surprised to 
find that the business reports management is relying upon for accu-
rate and timely information are full of errors, omissions or incom-
plete! Ouch!

The report shown in figure 9 provides the broker owner or their 
management team with critical reporting to illustrate an agent’s 
sales performance over two periods. Whether the report reflects a 
positive or negative overview of the agent’s activities, having this 
type of intelligence provides the foundation for better decision 
making.

Imagine that you have the ability to create this business intelligence 
report at any time for any agent or group of agents. How much 
more effective would you and your management team be when 
armed with this real-time reporting?

Figure 10 is another example of business intelligence reporting that 
makes the job of a broker owner or their management team much 
easier. If this agent were to ask for an advance on future sales, what 
would you do?

Figure 11: How concerned would you be if this report reflected your cash flow?

Figure 12: An example of a report showing an agent’s positive dollar contribution.
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Business intelligence reports should allow the ability to filter the 
data to produce reports that are specific to any particular require-
ment. This Cash Flow Projection report is a great example. This busi-
ness intelligence report can be filtered by agent, by branch office or 
for the entire company (all branches).

How concerned would you be if the report shown in figure 11 re-
flected your company’s cash flow projection for the next 60 days?

Figure 12 shows a report similar to an illustration used in a previous 
chapter of this guide. This one is slightly different in that the agent 
in this report is showing a positive company dollar contribution. As 
mentioned earlier, a sophisticated back office solution should allow 
business intelligence reports to be filtered to reflect the data the 
management staff wishes to review. In this illustration, the report 
was filtered by a date range and a specific agent.

Just these few examples should be enough evidence that high qual-
ity business intelligence reporting is vital for any real estate business 
regardless of their size.
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ChAPTER 8

how Technology Can Be 
A Major Contributor To Success

Antiquated technology can create serious challenges for real estate 
broker owners. From poor data collection practices to lousy reports, 
an old tired system can limit any brokerage firm’s ability to grow 
and prosper. It’s another reason most of our customers selected our 
products and services. Our customers realized the obstacle that their 
previous solution was creating. Ask any of our existing customers if 
they regret their decision to select our organization as their suppli-
er. Many of our customers have been using our products and ser-
vices for decades. That wouldn’t happen if our technology was not 
delivering the results the brokerage firm requires year after year!

Flexible, customizable, scalable, proven and reliable are just some 
of the key words that describe a modern back office solution. If this 
doesn’t describe your current solution, then it’s time to make  
a change.

Affordable is also a major ingredient when deciding which solution 
to select. Quality should not be sacrificed because of price. Cheap 
solutions are generally worth what you paid for them, not much! 
Expensive solutions that can do everything you want can also be 
problematic. It’s not much of a solution if you cannot afford it.

When considering a new solution, ask yourself whether or not the 
new technology can save you money or make you more competi-
tive. Perhaps increase revenue through creative commission plans 
or by applying new administrative fees to the sale. The cost of 
the technology should be considered an investment that creates a 
“return on and of your investment”. Sure there is a cost to doing 
business, but if technology can pay for itself in a reasonable period 
of time, then the cost of the technology is somewhat irrelevant. 

Our customers continue to tell us that their firm would have expe-
rienced serious issues if they continued on with their older solution. 
They also tell us that our products and services pay for themselves 
very early in the process.

It is our sincere hope that this guide provided some insights as to 
how larger real estate firms reach their success year after year! Are 
you using any of these strategies to improve your company’s success 
and future growth?

If you are, congratulations! If not, we invite you to give a call so we 
can illustrate how our products and services can make you a rock 
star in the world of real estate brokerage!
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