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WeWork is getting ready to go public. Before a U.S. company goes public, it must file
what is called a Form S-1 (aka an IPO Prospectus) with the SEC.
The S-1 provides information on things like intended use of money, business model,
competition, risk factors and business dealings between the company and its directors.
WeWork’s business model is to sign long term leases on buildings, build-out office space
and then lease out that space to companies.
I have quickly gone through WeWork’s filing and it’s unlike anything I have seen. Here
are some of the red flags I noticed.
•

For the first 6 months of 2019, it lost $690 million on revenues of $1.54 billion.
That’s a -45% profit margin.
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•

Using made up non-GAAP metrics such as “Community Adjusted EBITDA” to
magically and shamelessly turn losses into profits.

•

Dual-class share structure with super-voting rights. This means the company is
effectively controlled by CEO and Founder Adam Neumann. By the way, the word
“Adam” was mentioned 169 times in WeWork’s S-1 whereas the word “Elon”
appeared only 47 times in Tesla’s S-1.
I believe that super-voting is incredibly dangerous unless it is in the hands of an
extremely ethical and talented entrepreneur. For example, when Uber’s board
ousted Travis Kalanick, by virtue of his ownership, he still had an enormous
influence on the ability to elect people to the board.

•

Adam Neumann’s personal balance sheet is heavily levered. It is reported that he
has taken huge personal loans and credit from WeWork and its underwriters.
Furthermore, WeWork is currently leasing buildings from Adam and other
related parties. I don’t know the specifics and whether they were executed at
arm’s length.
I have read about situations where a levered promoter makes his public
company buy his personal assets at inflated prices by getting a friendly and
compliant Chartered Accountant to bless the valuation.

The Fin-Twit community is going nuts over WeWork’s S-1. Here are some of my favorite
tweets:
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