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Unless otherwise expressly stated or the context otherwise requires, references in this Quarterly Report on Form 10-Q, which we refer to as this Quarterly

2 ”

Report, to “Compass,” “Company,” “our,” “us,” and “we” and similar references refer to Compass, Inc. and its wholly-owned subsidiaries.

WHERE YOU CAN FIND MORE INFORMATION

Investors and others should note that we may announce material business and financial information to our investors using our investor relations page on our
website (www.compass.com), filings we make with the Securities and Exchange Commission, or the SEC, webcasts, press releases and conference calls.
We use these mediums, including our website, to communicate with our stockholders and the public about our company, our product candidates and other
matters. It is possible that the information that we make available may be deemed to be material information. We therefore encourage investors and others
interested in our company to review the information that we make available on our website.

From time to time, we intend to announce material information to the public through filings with the SEC, the investor relations page on our website
(www.compass.com), press releases, public conference calls, public webcasts, and our Twitter feed (@Compass), our Facebook page, our LinkedIn page,
our Instagram account, our YouTube channel, and Robert Reffkin’s Twitter feed (@RobReftkin) and Robert Reffkin’s Instagram account (@robreftkin).

Any updates to the list of disclosure channels through which we will announce information will be posted on the investor relations page on our website.

The information contained on, or that can be accessed through, the website referenced in this Quarterly Report is not incorporated by reference into this
filing, and the website address is provided only as an inactive textual reference.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report contains forward-looking statements within the meaning of the federal securities laws. All statements contained in this Quarterly
Report, other than statements of historical fact, including statements regarding our future operating results and financial position, our business strategy and
plans, market growth, and our objectives for future operations, and potential impacts of the COVID-19 pandemic, or expectations regarding actions we may
take in response to the pandemic, are forward-looking statements. Words such as “believes,” “may,” “will,” “estimates,” “potential,” “continues,”
“anticipates,” “intends,” “expects,” “could,” “would,” “projects,” “plans,” “targets,” and variations of such words and similar expressions are intended to

identify forward-looking statements.

2 < 2 < ”

Forward-looking statements contained in this Quarterly Report include, but are not limited to, statements about:

. our future financial performance, including our expectations regarding our revenue, rate of growth, operating expenses including changes in
sales and marketing, research and development, and general and administrative expenses (including any components of the foregoing), and
our ability to achieve and sustain future profitability;

. any changes in macroeconomic conditions and in U.S. residential real estate market conditions, including changes in prevailing interest rates
or monetary policies;

. the effects of the ongoing COVID-19 coronavirus pandemic in the markets in which we operate;

. our business plan and our ability to effectively manage our expenses or grow our revenue;

. anticipated trends, growth rates, and challenges in our business and in the markets in which we operate;
. our ability to drive ongoing usage of our platform by agents;

. our market opportunity;

. our ability to expand into new domestic and international markets;

. our ability to successfully develop and market our adjacent services, including with respect to any joint ventures;

. our expectations regarding anticipated benefits from our mortgage business and new mortgage joint venture with Guaranteed Rate;
. our ability to attract and retain agents and expand their businesses;

. beliefs and objectives for future operations;

. the timing and market acceptance of our products and services for our agents and their clients;

. the effects of seasonal and cyclical trends on our results of operations;

. our expectations concerning relationships with third parties;

. our ability to maintain, protect, and enhance our intellectual property;

. the effects of increased competition in our markets and our ability to compete effectively;

. our ability to stay in compliance with laws and regulations that currently apply or become applicable to our business both in the United States

and, if and as applicable, internationally; and

. economic and industry trends, growth forecasts, or trend analysis.

We have based these forward-looking statements largely on our current expectations and projections as of the date of this filing about future events and
trends that we believe may affect our financial condition, results of operations, business strategy, short-term and long-term business operations and
objectives and financial needs. These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described
in Part II, Item 1A, “Risk Factors” in this Quarterly Report and the impact of the COVID-19 pandemic. Readers are urged to carefully review and consider
the various disclosures made in this Quarterly Report and in other documents we file from time to time with the SEC that disclose risks and uncertainties
that may affect our business. Moreover, we operate in a very competitive and rapidly changing environment. New risks emerge from time to time. It is not
possible for us to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors,
may cause actual results to differ materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties, and
assumptions, the future events and circumstances discussed in this Quarterly Report may not occur and actual results could differ materially and adversely
from those anticipated or implied in the forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. The events and circumstances reflected in the forward-looking
statements may not be achieved or occur. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, performance, or achievements. In addition, the forward-looking statements in this Quarterly Report are made as of the date of this
filing, and we do not undertake, and expressly disclaim any duty, to update such statements for any reason after the date of this Quarterly Report or to
conform statements to actual results or revised expectations, except as required by law.

You should read this Quarterly Report and the documents that we reference herein and have filed with the SEC as exhibits to this Quarterly Report with the
understanding that our actual future results, performance, and events and circumstances may be materially different from what we expect.
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PART I -

FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Assets

Compass, Inc.

Condensed Consolidated Balance Sheets

(In millions, except share and per share data, unaudited)

Current assets
Cash and cash equivalents
Accounts receivable, net of allowance of $7.8 and $8.1, respectively
Compass Concierge receivables, net of allowance of $20.0 and $17.2, respectively
Other current assets

Total current assets

Property and equipment, net
Operating lease right-of-use assets
Intangible assets, net

Goodwill

Other non-current assets

Total assets

Liabilities, Convertible Preferred Stock and Stockholders’ Equity (Deficit)
Current liabilities

Accounts payable

Commissions payable

Accrued expenses and other current liabilities

Current lease liabilities

Concierge credit facility

Total current liabilities

Non-current lease liabilities
Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 6)
Convertible preferred stock, $0.00001 par value, 0 and 246,430,170 shares authorized at

September 30, 2021 and December 31, 2020, respectively; 0 and 237,047,550 shares issued and

outstanding at September 30, 2021 and December 31, 2020, respectively
Stockholders’ equity (deficit)
Common stock, $0.00001 par value, 13,850,000,000 and 700,754,910 shares authorized at

September 30, 2021 and December 31, 2020, respectively; 399,082,563 and 125,221,900 shares

issued at September 30, 2021 and December 31, 2020, respectively; 399,082,563 and

122,971,900 shares outstanding at September 30, 2021 and December 31, 2020, respectively

Additional paid-in capital
Accumulated deficit

Total Compass, Inc. stockholders’ equity (deficit)

Non-controlling interest

Total stockholders’ equity (deficit)
Total liabilities, convertible preferred stock and stockholders’ equity (deficit)

The accompanying footnotes are an integral part of these condensed consolidated financial statements.
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September 30, 2021

$ 791.4
55.5

49.4

84.4

980.7

151.3

458.9

127.5

182.6

46.2

s 1o

$ 353
73.0

215.7

80.2

18.7

422.9

457.8

36.6

917.3

2,4454
(1,420.2)

1,025.2

47

1,029.9

$ 1,947.2

December 31, 2020

440.1
54.8
49.5
54.9

599.3

141.7

426.6
45.6

119.8
32.1

1,365.1

36.6
62.0
106.8
68.1
8.4
281.9
435.9
23.5
741.3

1,486.7

238.0

(1,100.9)

$

(862.9)

(862.9)
1,365.1
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Revenue
Operating expenses:

Commissions and other related expense

Sales and marketing
Operations and support
Research and development
General and administrative

Depreciation and amortization
Total operating expenses

Loss from operations
Investment income, net
Interest expense

Loss before income taxes
Benefit from income taxes
Net loss

Compass, Inc.

Condensed Consolidated Statements of Operations

(In millions, except share and per share data, unaudited )

Three Months Ended September 30,

Nine Months Ended September 30,

Net loss per share attributable to common stockholders, basic and

diluted

Weighted-average shares used in computing net loss per share

attributable to common stockholders, basic and diluted

2021 2020 2021 2020

$ 1,743.6 $ 1,188.5 $ 48089 $ 24905
1,430.6 979.4 3,963.2 2,047.2

130.6 99.7 366.2 297.0

97.0 533 263.7 158.9

89.7 33.7 259.8 106.7

79.5 227 2318 75.7

16.7 13.0 45.1 38.1

1,844.1 1,201.8 5,129.8 2,723.6
(100.5) (13.3) (320.9) (233.1)

0.1 = 0.1 2.0

(0.7) (0.2) (1.8) (0.2)
(101.1) (13.5) (322.6) (231.3)

1.3 — 33 0.9
$ (99.8) $ (13.5) $ (319.3) $ (230.4)
$ (0.25) $ (0.12) $ (1.06) $ @2.11)
392,979,596 110,447,900 300,303,264 109,448,680

The accompanying footnotes are an integral part of these condensed consolidated financial statements.
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Compass, Inc.

Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ Equity (Deficit)

For the three months ended
September 30, 2021:
Balances at June 30, 2021
Net loss
Capital contribution from
non-controlling interest
Issuance of stock for
option exercises and
RSU settlements
Vesting of early
exercised stock options
Stock-based
compensation
Balances at September 30,
2021

For the three months ended
September 30, 2020:
Balances at June 30, 2020
Net loss
Issuance of stock for
option exercises
Stock-based
compensation
Balances at September 30,
2020

(In millions, except share amounts, unaudited)

Convertible Total
Preferred Stock Common Stock Compass,

Accumulated Inc. Total
Additional Other Stockholders’ Stockholders’

Paid-in  Comprehensive Accumulated Equity Non-controlling Equity

Shares Amount Shares Amount _ Capital Income Deficit (Deficit) (Deficit)
— $  — [ 394419967 § — $23959 $ — $ (1,3204) $§ 1,0755 § — $ 10755
— — — — — — (99.8) (99.8) 0.3) (100.1
— — — — — — — — 5.0 5.0
— — 4,662,596 — 2.9 — — 2.9 — 2.6
— — — — 1.3 — — 1.3 — 1.3
— — — — 453 — — 453 — 453
— $  — [399,082,563 § — $24454 $ — $ (1,4202) $ 11,0252 $ 47 $ 1,029
246,430,170 $1,526.7( 110,645490 $§ — § 172.1 $ — § (1,047.6) $ (875.5) $ — 3 (875.5
— — — — — — (13.5) (13.5) — (13.5
— — 857,250 — 33 — — 33 — 3.3
— — — — 6.1 — — 6.1 — 6.1
246,430,170 $1,526.7| 111,502,740 $§ — $ 1815 § — $ (1,061.1) § (879.6) $ — (879.€

The accompanying footnotes are an integral part of these condensed consolidated financial statements.
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Compass, Inc.

Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ Equity (Deficit)

For the nine months ended
September 30, 2021:
Balances at December 31,
2020
Net loss
Capital contribution from
non-controlling interest
Issuance of shares in
connection with
acquisitions
Conversion of Series D
convertible preferred
stock
Conversion of convertible
preferred stock to
common stock in
connection with the
initial public offering
Issuance of common
stock in connection
with the initial public
offering, net of
issuance costs
Issuance of stock for
option exercises and
RSU
settlement s
Early exercise of stock
options
Vesting of early
exercised stock options
Stock-based
compensation
Balances at September 30,
2021

For the nine months ended
September 30, 2020:
Balances at December 31,
2019
Cumulative change in
accounting principle
(ASU 2016-13)
Net loss
Unrealized loss on
investments
Issuance of shares in
connection with
acquisitions
Issuance of Series G
convertible preferred
stock, net of issuance
costs
Issuance of stock for
option exercises
Stock-based
compensation
Balances at September 30,
2020

(In millions, except share amounts, unaudited)

Convertible Preferred Total
Stock Common Stock Compass,

Accumulated Inc. Tota
Additional Other Stockholders’ Stockhol
Paid-in  Comprehensive Accumulated Equity Non-controlling Equit
Shares Amount Shares Amount _ Capital Income Deficit (Deficit) interest (Defic
237,047,550 $ 1,486.7 | 122,971,900 $ — $ 2380 $ — $ (1,100.9) $ (862.9) $ — $ (8
= — — = = = (319.3) (319.3) (0.3) @3

— — — — — — — — 5.0

— — 855,740 — 10.1 — — 10.1 —

(15,920,450) (67.6) 15,920,450 — 67.6 — — 67.6 —
(221,127,100) (1,419.1)| 223,033,725 — 1,419.1 — — 1,419.1 — 1,4
— — 26,296,438 — 438.7 — — 438.7 — 4

— — 9,185,720 — 14.1 — — 14.1 —

— — 818,590  — — — — — —

— — — — 3.8 — — 3.8 —
— — — — 254.0 — — 254.0 — 2
— 3 — 399,082,563 $§ — $2,4454 $ — $ (1,4202) $ 1,0252 $ 47 $ 1,0
246,365,350 $ 1,525.7 | 109,294,060 $ — $ 1434 § 0.1 $ (825.1)$  (681.6) $ — % (6

— — — — — — (5.6) (5.6) —
— — — — — - (230.4) (230.4) - @

— — — — — 0.1) — (0.1) —

— — 401,310 — 1.2 — — 1.2 —

64,820 1.0 — — — — — — —

— — 1,807,370 — 6.7 — — 6.7 —

— — — — 30.2 — — 30.2 —
246,430,170 $ 1,526.7 | 111,502,740 § — § 1815 § — $ (1,061.1) § (879.6) $ — ® (8

The accompanying footnotes are an integral part of these condensed consolidated financial statements.
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Compass, Inc.

Condensed Consolidated Statements of Cash Flows

(In millions, unaudited)

Operating Activities
Net loss
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortization
Stock-based compensation
Change in acquisition related contingent consideration
Bad debt expense
Amortization of debt issuance costs
Changes in operating assets and liabilities:
Accounts receivable
Compass Concierge receivables
Other current assets
Other non-current assets
Operating lease right-of-use assets and operating lease liabilities
Accounts payable
Commissions payable
Accrued expenses and other liabilities
Net cash provided by (used in) operating activities
Investing Activities
Proceeds from sales and maturities of marketable securities
Capital expenditures
Payments for acquisitions, net of cash acquired
Net cash (used in) provided by investing activities
Financing Activities
Proceeds from issuance of convertible preferred stock, net of issuance costs
Proceeds from exercise and early exercise of stock options
Proceeds from drawdowns on Concierge credit facility
Repayments of drawdowns on Concierge credit facility
Payments of contingent consideration related to acquisitions
Payments of debt issuance costs for credit facilities
Proceeds from capital contribution of non-controlling interest in OriginPoint, LLC joint venture
Proceeds from issuance of common stock upon initial public offering, net of offering costs
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:

Cash paid for interest

Supplemental non-cash information:

Issuance of common stock for acquisitions

Conversion of convertible preferred stock in connection with initial public offering

Conversion of Series D convertible preferred stock

Nine Months Ended September 30,

2021 2020
$ (319.3) (230.4)
45.1 38.1
292.9 30.2
(4.4) 55
8.9 12.7
0.9 0.1
1.6 (65.7)
(7.1) 0.9
(29.6) 14.9
(13.4) 2.8)
1.6 332
2.4) (12.8)
8.8 56.9
64.7 31.1
483 (88.1)
— 55.5
(33.6) (34.8)
(127.3) (0.8)
(160.9) 19.9
- 1.0
19.1 6.8
29.6 8.2
(19.3) —
8.2) (3.2)
(1.9) —
5.0 —
439.6 —
463.9 12.8
351.3 (55.4)
440.1 4917
$ 7914 436.3
$ 0.7 —
$ 10.1 1.2
$ 14191 —
$ 67.6 —

The accompanying footnotes are an integral part of these condensed consolidated financial statements.
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Compass, Inc.
Notes to Condensed Consolidated Financial Statements

(unaudited)

1. Business and Basis of Presentation
Description of the Business

Compass, Inc. (the “Company”) was incorporated in Delaware on October 4, 2012 under the name Urban Compass, Inc. On January 8, 2021, the board of
directors of the Company approved a change to the Company’s name from Urban Compass, Inc. to Compass, Inc.

The Company provides an end-to-end platform that empowers its residential real estate agents to deliver exceptional service to seller and buyer clients. The
Company’s platform includes an integrated suite of cloud-based software for customer relationship management, marketing, client service and other critical
functionality, all custom-built for the real estate industry which enables the Company’s core brokerage services. The platform also uses proprietary data,
analytics, artificial intelligence, and machine learning to deliver high value recommendations and outcomes for Compass agents and their clients.

The Company’s agents are independent contractors who affiliate their real estate licenses with the Company, operating their businesses on the Company’s
platform and under the Compass brand. The Company generates revenue from clients through its agents by assisting home sellers and buyers in listing,
marketing, selling and finding homes as well as through the provision of services adjacent to the transaction, like title and escrow services, which comprise
a smaller portion of the Company’s revenue to date. The Company currently generates substantially all of its revenue from commissions paid by clients at
the time that a home is transacted.

Stock Split

In March 2021, the Company’s board of directors and the stockholders of the Company approved a ten-for-one forward stock split of the Company’s
common stock and convertible preferred stock (collectively, the “Capital Stock™), which became effective on March 19, 2021. The authorized number of
each class and series of Capital Stock was proportionally increased in accordance with the ten-for-one stock split and the par value of each class of Capital
Stock was adjusted from $0.0001 to $0.00001 as a result of this forward stock split. All common stock, convertible preferred stock, stock options, restricted
stock units (“RSUs”) and per share information presented within these condensed consolidated financial statements have been adjusted to reflect this
forward stock split on a retroactive basis for all periods presented, except where otherwise noted.

Initial Public Offering

On April 6, 2021, the Company completed its initial public offering (“IPO”) and the Company’s Class A common stock began trading on the New York
Stock Exchange on April 1, 2021 under the symbol “COMP”. In connection with the IPO, the Company issued and sold 26,296,438 shares of its common
stock at a public offering price of $18.00 per share. The Company received aggregate proceeds of $438.7 million from the IPO, net of the underwriting
discount and offering costs of approximately $11.0 million (of which $0.9 million were paid in 2020). Offering costs, including the legal, accounting,
printing and other [PO-related costs have been recorded in Additional paid-in capital against the proceeds from the offering. During April 2021, also in
connection with the IPO, all series of the Company’s convertible preferred stock then outstanding were converted into 223,033,725 shares of common stock
and the Company reclassified $1.4 billion of convertible preferred stock to Additional paid-in-capital.

On March 31, 2021, in connection with the effectiveness of the Company’s IPO registration statement, the Company recognized $148.5 million in stock-
based compensation expense for (i) certain RSUs that contained both service-based and liquidity event-based vesting conditions as the liquidity event-based
vesting condition was satisfied upon effectiveness of the registration statement and (ii) certain stock options and RSU awards with service, performance and
market-based vesting conditions that include stock price targets to be met after the listing of the Company’s stock on a public exchange.

In April 2021, the Company adopted a restated certificate of incorporation and changed its authorized capital stock to consist of 12,500,000,000 shares of
Class A common stock, 1,250,000,000 shares of Class B common stock, 100,000,000 shares of Class C common stock and 25,000,000 shares of
undesignated preferred stock. On March 31, 2021, in connection with the effectiveness of the Company’s IPO registration statement, 15,244,490 shares of
Class A common stock held by the Company’s founder and Chief Executive Officer were exchanged for an equivalent number of shares of Class C
common stock. In addition, any Class A common stock issued to the Company’s Chief Executive Officer from RSU awards granted prior to February 2021
are able to be exchanged for Class C common stock once the RSUs have been settled for the underlying Class A common stock.

Basis of Presentation

The condensed consolidated financial statements include the accounts of the Company and its subsidiaries. The activities of OriginPoint LLC
(“OriginPoint”), a mortgage origination company and joint venture formed in July 2021 between the Company and Guaranteed Rate, Inc. (“Guaranteed
Rate”), are consolidated within the accompanying condensed consolidated financial statements. OriginPoint is owned 49.9% by the Company and 50.1% by
Guaranteed Rate and the activities of OriginPoint are consolidated since the Company has the power to direct those activities that will significantly affect
the economic performance of the joint venture. The economic interests related to Guaranteed Rates’ 50.1% ownership interest are reflected as
non-controlling interest in the accompanying financial statements. All intercompany accounts and transactions have been eliminated in consolidation. The
Company’s condensed consolidated financial statements were prepared in accordance with generally accepted accounting principles in the United States of
America (“U.S. GAAP”) and include the assets, liabilities, revenues and expenses of all controlled subsidiaries. The condensed consolidated statements of
operations include the results of entities acquired from the date of each respective acquisition.

The unaudited interim condensed consolidated financial statements and related disclosures have been prepared by management on a basis consistent with
the annual consolidated financial statements and, in the opinion of management, include all adjustments necessary for a fair statement of the interim periods
presented.
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The results of the interim periods presented are not necessarily indicative of the results expected for the full year. Certain information and notes normally
included in financial statements prepared in accordance with U.S. GAAP have been condensed or omitted under the Securities and Exchange Commission’s
rules and regulations. Accordingly, the unaudited condensed consolidated financial statements and notes included herein should be read in conjunction with
the Company’s audited consolidated financial statements and the related notes for the year ended December 31, 2020, included in the final prospectus that
forms a part of the Company’s IPO registration statement, dated as of March 31, 2021 and filed with the Securities and Exchange Commission on April 1,
2021 pursuant to Rule 424(b) under the Securities Act of 1933, as amended.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make judgments, estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements
and reported amounts of revenue and expenses during the reporting periods covered by the consolidated financial statements and accompanying notes.
These judgments, estimates and assumptions are used for, but not limited to (i) valuation of the Company’s common stock and stock awards, (ii) fair value
of acquired intangible assets and goodwill, (iii) contingent considerations in connection with business combinations, (iv) incremental borrowing rate used
for the Company’s operating leases, (v) useful lives of long-lived assets, (vi) impairment of intangible assets and goodwill, (vii) allowance for Compass
Concierge receivables and (viii) income taxes and certain deferred tax assets. The Company determines its estimates and judgments based on historical
experience and on various other assumptions that it believes are reasonable under the circumstances. However, actual results could differ from these
estimates and these differences may be material.

There are many uncertainties regarding the ongoing coronavirus (“COVID-19”) pandemic, and the Company is closely monitoring the impact of the
pandemic on all aspects of its business, including how it has impacted and may continue to impact the Company’s operations and its customers for an
indefinite period of time. The extent and duration of the COVID-19 pandemic over the longer term and the extent to which it will impact the global
economy, U.S. residential market and the Company’s financial condition, results of operations, or cash flows remain uncertain and depend on future
developments that cannot be accurately predicted at this time. Such developments include, but are not limited to, the emergence of new variants, severity
and transmission rate of the virus, the extent and effectiveness of containment actions taken, the timing, availability, and effectiveness of vaccines and the
vaccination rates, as well as the impact of these and other factors on residential real estate values, real estate transaction behavior in general, and on the
Company’s business in particular. The Company will continue to assess the impacts of the COVID-19 pandemic and will adjust its operations as necessary.

Business Combinations

Business combinations are accounted for under the acquisition method of accounting. This method requires, among other things, allocation of the fair value
of purchase consideration to the tangible and intangible assets acquired and liabilities assumed at their estimated fair values on the acquisition date. The
excess of the fair value of purchase consideration over the values of these identifiable assets and liabilities is recorded as goodwill. When determining the
fair value of assets acquired and liabilities assumed, management makes significant estimates and assumptions, especially with respect to intangible assets.
Management’s estimates of fair value are based upon assumptions believed to be reasonable, but which are inherently uncertain and unpredictable and, as a
result, actual results may differ from estimates. During the measurement period, not to exceed one year from the date of acquisition, the Company may
record adjustments to the assets acquired and liabilities assumed, with a corresponding offset to goodwill if new information is obtained related to facts and
circumstances that existed as of the acquisition date. After the measurement period, any subsequent adjustments are reflected in the condensed consolidated
statements of operations. Acquisition costs, consisting primarily of third-party legal and consulting fees, are expensed as incurred.

Stock-Based Compensation

The Company measures compensation expense for all stock-based awards based on the estimated fair value of the awards on the date of grant.
Compensation expense is generally recognized as expense on a straight-line basis over the service period based on the vesting requirements. The Company
recognizes forfeitures as they occur.

For stock options, which the Company issues to employees and affiliated agents, the Company generally estimates the fair value using the Black- Scholes
option pricing model, which requires the input of subjective assumptions, including (1) the fair value of common stock, (2) the expected stock price
volatility, (3) the expected term of the award, (4) the risk-free interest rate and (5) expected dividends.

The Company also issues RSUs to employees and affiliated agents. In addition to the issuance of RSUs to agents as equity compensation for the provision
of services, the Company offers RSUs to affiliated agents through its Agent Equity Program. The Agent Equity Program offers affiliated agents the ability
to elect to have a portion of their commissions earned during a calendar year to be paid in the form of RSUs. RSUs issued in connection with the Agent
Equity Program are granted at the beginning of the year following the calendar year in which the commissions were earned and are subject to the terms and
conditions of the 2012 Stock Incentive Plan and the 2021 Equity Incentive Plan, as applicable.

The Company’s RSUs granted prior to December 2020 generally vest based upon the satisfaction of both a service-based condition and a liquidity event-
based condition. The service-based vesting condition for these awards is generally satisfied over four years, except for the RSUs associated with the 2020
Agent Equity Program which vested immediately on the date of issuance. The liquidity event-based vesting condition is satisfied on the occurrence of a
qualifying event, generally defined as a change in control or the effective date of the registration statement for the Company’s IPO. The fair value of these
RSUs is measured based on the fair value of the Company’s common stock on the grant date and will begin to be recognized as expense when both the
required service-based vesting condition and the liquidity event-based vesting condition has been achieved using the accelerated attribution method. The
liquidity event-based vesting requirement was met on March 31, 2021, the effective date of the Company’s registration statement, see Note |—“Business
and Basis of Presentation—Initial Public Offering.”
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Beginning in December 2020, the Company began issuing RSUs that vest upon the satisfaction of only a service-based vesting condition that is generally
ranging from four to five years. The fair value of these RSUs is measured based on the fair value of the Company’s common stock on the grant date and will
be recognized as expense on a straight-line basis as the required service-based vesting condition is satisfied. Any vested RSUs that require only a service-
based vesting condition will convert to common stock following vesting and their prescribed delayed settlement periods.

For RSUs to be granted in connection with the 2021 Agent Equity Program, the Company determines the value of the stock-based compensation expense at
the time the underlying commission is earned and begins to recognize the associated expense on a straight-line basis over the requisite service periods
beginning on the closing date of the underlying real estate commission transactions. The stock-based compensation expense is recorded as a liability and
will be reclassified to Additional paid-in capital at the end of the vesting period when the underlying RSUs are issued. For the nine months ended
September 30, 2021, the Company recognized stock-based compensation expense and an associated liability of $40.1 million in connection with RSUs
earned as a part of the 2021 Agent Equity Program. The associated liability is recorded within Accrued expenses and other current liabilities in the
condensed consolidated balance sheet.

On a limited basis, the Company has issued stock options and RSUs that contain service, performance and market-based vesting conditions that include
stock price targets to be met after the listing of the Company’s stock on a public exchange. Such awards are valued using a Monte Carlo simulation and the
underlying expense will be recognized as the associated vesting conditions are met.

Deferred Offering Costs

Deferred offering costs, consisting of legal, accounting and other fees and costs relating to the IPO, are capitalized and recorded on the condensed
consolidated balance sheets. As of December 31, 2020, $1.8 million of deferred offering costs were capitalized in Other non-current assets on the condensed
consolidated balance sheet. During the nine months ended September 30, 2021, $11.0 million of deferred offering costs were recorded against the proceeds
from the initial public offering in Additional paid-in capital on the condensed consolidated balance sheet and as of September 30, 2021 there were no
remaining deferred offering costs included on the condensed consolidated balance sheet.

New Accounting Pronouncements

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes . The ASU is part of the
FASB’s simplification initiative, and it is expected to reduce cost and complexity related to accounting for income taxes by eliminating certain exceptions to
the guidance in ASC 740, Income Taxes related to the approach for intra-period tax allocation, the methodology for calculating income taxes in an interim
period and the recognition of deferred tax liabilities for outside basis differences. The new guidance also simplifies aspects of the accounting for franchise
taxes and enacted changes in tax laws or rates and clarifies the accounting for transactions that result in a step-up in the tax basis of goodwill. The new
standard became effective for public companies with fiscal years beginning after December 15, 2020, including interim periods within those fiscal years.
Early adoption is permitted. The Company adopted this guidance on January 1, 2021 and the adoption of this standard did not have a material impact on the
Company’s condensed consolidated financial statements.

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial
Reporting . An update was also issued expanding the scope of this guidance. The guidance provides optional expedients and exceptions for applying GAAP
to contracts or other transactions affected by reference rate reform if certain criteria are met. The guidance became effective starting March 12, 2020 and
may be applied prospectively through December 31, 2022. The Company is evaluating applicable contracts and transactions to determine whether to elect
the optional guidance. The adoption of this standard is not expected to have a material impact on the Company’s condensed consolidated financial
statements.

3. Acquisitions

During the nine months ended September 30, 2021, the Company completed several business acquisitions including the acquisition of 100% of the
ownership interests in KVS Title, LLC, a title insurance and escrow settlement services company, Glide Labs, Inc., a real estate technology company,
Randall Family of Companies, a group of Southern Coastal New England residential real-estate brokerage entities, four additional small real estate
brokerages and one additional small title insurance and escrow settlement services company. The purpose of these acquisitions was to expand the
Company’s title and escrow offerings, to grow the Company’s transaction management tools included in its end-to-end real estate platform, and to expand
its existing brokerage business in key domestic markets. The Company has accounted for two of the real estate brokerages as asset acquisitions and the
remaining acquisitions were accounted for as business combinations.

Total Consideration

The total consideration for acquisitions completed during the nine months ended September 30, 2021 comprised $148.5 million of cash, net of cash
acquired, $5.8 million in Class A Common Stock of the Company and up to $5.4 million of additional cash that may be paid contingent on certain earnings-
based targets being met through 2023. During the nine months ended September 30, 2021, $127.3 million in cash was paid in connection with these
acquisitions, net of cash acquired, and up to an aggregate of $21.2 million will be paid once certain indemnification matters and pre-acquisition
contingencies are resolved. These future cash payments were recorded as Accrued expenses and other current liabilities in the condensed consolidated
balance sheet.

The fair value of the assets acquired and the liabilities assumed primarily resulted in the recognition of: broker relationships of $82.7 million; trademark
intangible assets of $11.4 million; acquired technology of $5.5 million; operating lease right-of-use assets of $9.7 million; $7.1 million of other current and
non-current assets; lease liabilities of $9.7 million; and $9.7 million of other current and non-current liabilities. The excess of the purchase price over the
fair value of the acquired net assets was recorded as goodwill of $62.7 million. Acquired intangible assets are being amortized over their estimated useful
lives of approximately 2 to 9 years.

Approximately $22.0 million of the goodwill recorded during the nine months ended September 30, 2021 is deductible for tax purposes. The amount of
tax-deductible goodwill may increase in the future to approximately $61.7 million dependent on the payment of certain holdbacks and acquisition related
compensation arrangements. These amounts are not expected to have an impact on the income tax provision while the Company maintains a full valuation



allowance on its domestic deferred tax assets.
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The Company has recorded the preliminary purchase price allocation as of the acquisition dates and expects to finalize its analysis within the measurement
period (up to one year from the acquisition date) of the respective transaction. Any adjustments during the measurement period would have a corresponding
offset to goodwill. Upon conclusion of the measurement period or final determination of the values of assets acquired or liabilities assumed, any subsequent
adjustments are recorded to the consolidated statements of operations.

Pro forma revenue and earnings for 2021 acquisitions have not been presented because they are not material to the Company’s consolidated revenue and
results of operations, either individually or in the aggregate.

Contingent Consideration

Contingent consideration represents obligations of the Company to transfer cash and common stock to the sellers of certain acquired busin e sses in the
event that certain targets and milestones are met. Approximately $13.0 million of the obligations as of September 30, 2021 are fixed in value. As of
September 30, 2021, the undiscounted maximum payment under these arrangements was $28.2 million. Changes in contingent consideration measured at
fair value on a recurring basis were as follows (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020
Opening balance $ 33.0 $ 15.3 $ 39.8 $ 16.4
Acquisitions 0.7 — 5.4 —
Payments and issuances 2.7) 2.4) (13.7) (5.4)
Fair value (gains) losses included in net loss 3.9 3.6 4.4) 5.5
Closing Balance $ 27.1 $ 16.5 $ 27.1 $ 16.5

Other Acquisition Related Compensation

In connection with the Company’s acquisitions, certain amounts paid or to be paid to selling shareholders are subject to clawback and forfeiture dependent
on certain employees and agents providing continued service to the Company. These retention-based payments are accounted for as compensation for future
services and the Company recognizes the expenses over the service period. As of September 30, 2021, the maximum future compensation to such selling
shareholders in connection with these arrangements was $ 57.7 million. For the three months ended September 30, 2021 and 2020, the Company
recognized $7.5 million and $0.4 million, respectively, and for the nine months ended September 30, 2021 and 2020, the Company recognized $18.9 million
and $1.6 million, respectively, in compensation expense within Operations and support in the accompanying condensed consolidated statements of
operations related to these arrangements.

During the nine months ended September 30, 2021, the Company granted 277,776 shares of common stock to sellers in accordance with arrangements
where vesting of the shares is contingent on such sellers providing continued service to the Company. Accordingly, these share-based payments will be
accounted for as stock-based compensation expense over the underlying retention periods. As a result, the Company recognized $0.7 million stock-based
compensation expense related to these compensation arrangements during the three and nine months ended September 30, 2021.

4. Fair Value of Financial Assets and Liabilities

The Company’s cash and cash equivalents of $789.6 million and $440.1 million as of September 30, 2021 and December 31, 2020, respectively, are held in
cash and money market funds which are classified as Level 1 within the fair value hierarchy because they are valued using quoted prices in active markets.
These are the Company’s only Level 1 financial instruments. The Company does not hold any Level 2 financial instruments. The Company’s contingent
consideration liabilities of $27.1 million and $39.8 million as of September 30, 2021 and December 31, 2020, respectively, are the Company’s only Level 3
financial instruments.

See Note 3 — “Acquisitions” for changes in contingent consideration for the three and nine months ended September 30, 2021 and 2020. The following table
presents the balances of contingent consideration (in millions):

September 30, 2021 December 31, 2020

Accrued expenses and other current liabilities $ 12.1 $ 19.1
Other non-current liabilities 15.0 20.7
Total contingent consideration $ 27.1 $ 39.8

There were no transfers of financial instruments between Level 1, Level 2 and Level 3 during the periods presented.

Level 3 Financial Liabilities

The Company’s Level 3 financial liabilities relate to acquisition-related contingent consideration arrangements. Contingent consideration represents
obligations of the Company to transfer cash and common stock to the sellers of certain acquired entities in the event that certain targets and milestones are
met. The Company estimated the fair value of the contingent consideration using a Monte Carlo simulation, which is based on significant inputs, primarily
forecasted future results of the acquired businesses, not observable in the market, discount rates and earnings volatility measures. The changes in the fair
value of Level 3 financial liabilities are included within Operations and support in the accompanying condensed consolidated statements of operations (see
Note 3 — “Acquisitions”).
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The following tables present quantitative information regarding the significant unobservable inputs utilized by the Company in the fair value measurement
of Level 3 liabilities, consisting of different contingent consideration agreements, measured at fair value on a recurring basis:

September 30, December 31,

2021 2020
Discount rate 0.0%-2.0%  0.0% - 2.0%
Weighted average discount rate 0.5% 1.3%
Earnings volatility 0% - 15% 0% - 18%
Weighted average earnings volatility 3.4% 6.9%

5. Debt
Concierge Credit Facility

In July 2020, the Company entered into a Revolving Credit and Security Agreement (the “Concierge Facility”) with Barclays Bank PLC, as administrative
agent, and the several lenders party thereto. The Concierge Facility provides for a $75.0 million revolving credit facility and is solely used to finance, in
part, the Company’s Compass Concierge Program. The Concierge Facility is secured primarily by the Concierge Receivables and cash of the Compass
Concierge Program. Prior to July 29, 2021 borrowings under the Concierge Facility accrued interest at rates equal to the adjusted London interbank offered
rate (“LIBOR”) plus a margin of 3.00 % as adjusted, or an alternate rate of interest upon the occurrence of certain changes in LIBOR. Additionally, prior to
July 29, 2021, the Company was required to pay an annual commitment fee of 0.50% on a quarterly basis based on the unused portion of the Concierge
Facility irrespective of the Company’s utilization rate. On July 29, 2021, the Company amended and restated the Concierge Facility (the “A&R Concierge
Facility”), extending the revolving period for another twelve months, lowering the interest rate to LIBOR plus a margin of 1.85%, which may be adjusted,
and lowering the annual commitment fee to 0.35% if the Concierge Facility is utilized greater than 50% (the annual commitment fee remained the same, at
0.50%, if the Concierge Facility is utilized less than 50%). Pursuant to the A&R Concierge Facility, the principal amount, if any, is payable in full in
January 2023, unless earlier terminated or extended. The interest rate on the Concierge Facility was 3.15% as of September 30, 2021.

The Company has the option to repay the borrowings under the Concierge Facility without premium or penalty prior to maturity. The Concierge Facility
contains customary affirmative covenants, such as financial statement reporting requirements, as well as covenants that restrict its ability to, among other
things, incur additional indebtedness, sell certain receivables, declare dividends or make certain distributions, and undergo a merger or consolidation or
certain other transactions. Additionally, in the event that the Company fails to comply with certain financial covenants that require the Company to meet
certain liquidity-based measures, the commitments under the Concierge Facility will automatically be reduced to zero and the Company will be required to
repay any outstanding loans under the Concierge Facility. As of September 30, 2021, the Company was in compliance with the covenants under the
Concierge Facility.

Revolving Credit Facility

In March 2021, the Company entered into a Revolving Credit and Guaranty Agreement (the “Revolving Credit Facility”) with several lenders and issuing
banks and Barclays Bank PLC, as administrative agent and as collateral agent. The Revolving Credit Facility provides for a $350.0 million revolving credit
facility, which may be increased by the greater of $250.0 million and 18.5% of the Company’s consolidated total assets, plus such additional amount so
long as the Company’s total net leverage ratio does not exceed 4.50:1.00 on a pro forma basis as of the most recent test period, subject to the terms of the
Revolving Credit Facility. The Revolving Credit Facility also includes a letter of credit sublimit which is the lesser of (i) $125.0 million and (ii) the
aggregate unused amount of the revolving commitments then in effect under the Revolving Credit Facility. The Company’s obligations under the Revolving
Credit Facility are guaranteed by certain of the Company’s subsidiaries and are secured by a first priority security interest in substantially all of the
Company’s assets and the Company’s subsidiary guarantors.

Borrowings under the Revolving Credit Facility bear interest, at the Company’s option, at either (i) a floating rate per annum equal to the base rate plus a
margin of 0.50% or (ii) a floating rate per annum equal to the rate at which dollar deposits are offered in the London interbank market plus a margin of
1.50%. In the Revolving Credit Facility, the base rate is defined as the highest of (a) the prime rate as quoted by The Wall Street Journal, (b) the federal
funds effective rate plus 0.50%, (c) the rate at which dollar deposits are offered in the London interbank market for a one-month interest period plus 1.00%
and (d) 1.00%. During an event of default under the Revolving Credit Facility, the applicable interest rates are increased by 2.0% per annum.

The Company is also obligated to pay other customary fees for a credit facility of this size and type, including a commitment fee on a quarterly basis based
on amounts committed but unused under the Revolving Credit Facility of 0.175% per annum and fees associated with letters of credit. The principal
amount, if any, is payable in full in March 2026, unless earlier terminated or extended.

The Company has the option to repay the Company’s borrowings, and to permanently reduce the loan commitments whole or in part, under the Revolving
Credit Facility without premium or penalty prior to maturity. As of September 30, 2021, there were no borrowings outstanding under the Revolving Credit
Facility and outstanding letters of credit under the Revolving Credit Facility totaled approximately $16.3 million.

The Revolving Credit Facility contains customary representations, warranties, financial covenants applicable to the Company and to the Company’s
restricted subsidiaries, affirmative covenants, such as financial statement reporting requirements, and negative covenant which restrict its ability, among
other things, to incur liens and indebtedness, make certain investments, declare dividends, dispose of, transfer or sell assets, make stock repurchases and
consummate certain other matters, all subject to certain exceptions. The financial covenants require that the Company maintain certain liquidity-based
measures and total revenue requirements. As of September 30, 2021, the Company was in compliance with the covenants under the Revolving Credit
Facility.

The Revolving Credit Facility includes customary events of default that include, among other things, nonpayment of principal, interest or fees, inaccuracy
of representations and warranties, violation of certain covenants, cross default to certain other indebtedness, bankruptcy and insolvency events, material
judgments, change of control and certain material ERISA events. The occurrence of an event of default could result in the acceleration of the obligations
under the Revolving Credit Facility.
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The Company incurred debt issuance costs of $1.4 million in connection with the Revolving Credit Facility, which are included in Other current assets and
Other non-current assets in the condensed consolidated balance sheet. The unamortized debt issuance costs will be amortized within Interest expense in the
consolidated statements of operations over the remaining term on a straight-line basis.

6. Commitments and Contingencies

Legal Proceedings

From time to time, the Company may be involved in disputes or regulatory inquiries that arise in the ordinary course of business. When the Company
determines that a loss is both probable and reasonably estimable, a liability is recorded and disclosed if the amount is material to the Company’s business
taken as a whole. When a material loss contingency is only reasonably possible, the Company does not record a liability, but instead discloses the nature
and the amount of the claim and an estimate of the loss or range of loss, if such an estimate can reasonably be made. Legal costs related to the defense of
loss contingencies are expensed as incurred.

Claims or regulatory actions against the Company, whether meritorious or not, could have an adverse impact on the Company due to legal costs, diversion
of management resources and other elements. Except as identified with respect to the matters below, the Company does not believe that the outcome of any
individual existing legal or regulatory proceeding to which it is a party will have a material adverse effect on its results of operations, financial condition or
overall business in each case, taken as a whole.

Avi Dorfman v. Robert Reffkin and Urban Compass, Inc.

In July 2014, Avi Dorfman (“Dorfman”) and RentJolt, Inc. (“RentJolt”) (collectively, “Plaintiffs”) filed suit against the Company and Robert Reffkin
(“Defendants”), seeking compensation for certain services, trade secrets and other contributions allegedly provided in the formation of the Company. After
miscellaneous motion practice, in June 2018, Defendants moved for summary judgment, the court held oral argument in October 2018 and ultimately
denied the Defendants’ motion for summary judgment in October 2019. In November 2019, Defendants appealed portions of the court’s summary judgment
ruling. In February 2020, the appellate court granted in part and denied in part Defendants’ appeal resulting in one plaintiff (RentJolt) voluntarily
discontinuing its only remaining claim and leaving the case. Defendants have one motion in limine pending. A trial date has been set for January 2022. On
October 25, 2021, the parties agreed to a settlement in principle. Once the settlement is finalized , the case will be dismissed with prejudice. The Company
recorded an expense of $21.3 million during the three and nine months ended September 30, 2021 in connection with the settlement within General and
administrative expense in the accompanying condensed consolidated statements of operations.

Realogy Holdings Corp., et al v. Urban Compass, Inc. and Compass Inc.

In July 2019, Realogy Holdings Corp., NRT New York LLC (“Corcoran”) and many of its related entities (collectively, “Plaintiffs”) filed a complaint
against the Company in the New York Supreme Court. The complaint alleges various violations of New York and California state law related to claims of
unfair competition and seeks unspecified damages. The Company filed a Motion to Dismiss in September 2019. In September 2019, Plaintiffs filed an
amended complaint, removing one claim and adding a claim for defamation. In November 2019, the Company moved to compel arbitration related to
claims asserted by Corcoran and moved to dismiss all of the counts. In June 2020, the Court denied the motion to dismiss and denied the motion to compel
arbitration as moot, granting Plaintiffs leave to amend the complaint as to claims asserted by Corcoran without prejudice to Defendants’ ability to move to
compel or dismiss the Second Amended Complaint.

On July 3, 2020, Plaintiffs filed their Second Amended Complaint. On December 18, 2020, the Court denied the Company’s motion to compel arbitration
on Plaintiffs’ second amended complaint without prejudice. Defendants’ Answer to the Second Amended Complaint and Counterclaims were filed on
January 28, 2021. Additionally, the Company filed its appeal of the lower Court’s denial of the Company’s motion to dismiss and motion to compel
arbitration on February 1, 2021. On June 1, 2021, the First Department affirmed the lower Court’s denial of the Company’s motion to compel arbitration.
Discovery is proceeding, with an end date set for October 3, 2022. The Company is unable to predict the outcome of this action or to reasonably estimate
the possible loss or range of loss, if any, arising from the claims asserted therein.

Letter of Credit Agreements

The Company has irrevocable letters of credit with various financial institutions, primarily related to security deposits for leased facilities. As of

September 30, 2021 and December 31, 2020, the Company was contingently liable for $51.7 million and $50.7 million, respectively, under these letters of
credit. As of September 30, 2021, $16.3 million and $35.4 million of these letters of credit were collateralized by the Company’s Revolving Credit Facility
and cash and cash equivalents, respectively. As of December 31, 2020, all letters of credit were collateralized by the Company’s cash and cash equivalents.

Escrow and Trust Deposits

As a service to its home buyers and home sellers, the Company administers escrow and trust deposits which represent undistributed amounts for the
settlement of real estate transactions. The escrow and trust deposits totaled $205.7 million and $46.1 million, respectively as of September 30, 2021 and
December 31, 2020. These deposits are not assets of the Company and therefore are excluded from the accompanying condensed consolidated balance
sheets. However, the Company remains contingently liable for the disposition of these deposits.

7. Preferred Stock and Common Stock

Convertible Preferred Stock

In March 2020, the Company issued an additional 64,820 shares of its Series G convertible preferred stock for proceeds of $1.0 million.

In March 2021, the holders of 15,920,450 shares of the Company’s Series D convertible preferred stock elected to convert such shares into an equal number
of shares of Class A common stock.
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During April 2021, in connection with the IPO, all series of the Company’s convertible preferred stock then outstanding were converted into 223,033,725
shares of Class A common stock and the Company reclassified $1.4 billion of Convertible preferred stock to Additional paid-in-capital.

Undesignated Preferred Stock

In April 2021, the Company adopted a restated certificate of incorporation which provides for authorized undesignated preferred stock to 25,000,000. As of
September 30, 2021, there are no shares of the Company’s preferred stock issued and outstanding.

Common Stock

In February 2021, the Company approved the establishment of Class C common stock and an agreement with the Company’s CEO to exchange his Class A
common stock for Class C common stock. On March 31, 2021, in connection with the effectiveness of the registration statement for the Company’s IPO,
15,244,490 shares of Class A common stock held by the Company’s founder and CEO were automatically exchanged for an equivalent number of shares of
Class C common stock. In addition, any Class A common stock issued to the Company’s Chief Executive Officer from RSU awards granted prior to
February 2021 are able to be exchanged for Class C common stock. Each share of Class C common stock is entitled to twenty votes per share and will be
convertible at any time into one share of Class A common stock and will automatically convert into Class A common stock under certain “sunset”
provisions. Other than certain permitted transfers for estate planning purposes, upon a transfer of Class C common stock, the Class C common stock will
convert into Class A common stock.

In April 2021, the Company adopted a restated certificate of incorporation and changed its authorized capital stock to consist of 12,500,000,000 shares of
Class A common stock, 1,250,000,000 shares of Class B common stock and 100,000,000 shares of Class C common stock. As of September 30, 2021, the
Company had three classes of common stock: Class A common stock, Class B common stock and Class C common stock. Each class has par value of

$0.00001.
September 30, 2021
Shares Shares

Authorized Shares Issued Outstanding
Class A common stock 12,500,000,000 383,838,073 383,838,073

Class B common stock 1,250,000,000 — —
Class C common stock 100,000,000 15,244,490 15,244,490
Total 13,850,000,000 399,082,563 399,082,563

As of December 31, 2020, the Company had two classes of common stock: Class A common stock and Class B common stock. Each class has a par value

of $0.00001.
December 31, 2020
Shares Shares
Authorized Shares Issued Outstanding
Class A common stock 530,136,050 118,549,390 116,299,390
Class B common stock 170,618,860 6,672,510 6,672,510
Total 700,754,910 125,221,900 122,971,900

Holders of Class A common stock are entitled to one vote per share. Holders of Class B common stock are not entitled to vote. Holders of Class C common
stock are entitled to twenty votes per share.

Each share of Class C common stock is convertible at any time of the option of the holder into one share of Class A common stock. Each share of Class C
common stock will automatically convert into a share of Class A common stock upon sale or transfer, except for certain permitted transfers.

On July 1, 2021, the board of directors of the Company approved the conversion of all outstanding shares of the Company’s Class B common stock into the
same number of shares of the Company’s Class A common stock effective on that date. A description of all other rights, preferences and privileges of the
holders of the Company’s common stock are included in the Company’s IPO prospectus on Form S-1 filed with the Securities and Exchange Commission.

As of December 31, 2020, the Company had 2,250,000 shares of Class A common stock issued and held as treasury stock which were subsequently retired
on July 1, 2021.

8. Stock-Based Compensation

2012 Stock Incentive Plan

In October 2012, the Company adopted the 2012 Stock Incentive Plan (the “2012 Plan”). Under the 2012 Plan, employees and non-employees could be
granted options on common stock, RSUs and other stock-based awards, including awards earned in connection with the Agent Equity Program. Generally,
these awards were based on stock agreements with ten-year contractional terms for stock options, and seven-year contractual terms for RSUs, subject to

board approval.
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2021 Equity Incentive Plan

In February 2021, the Company’s board of directors and stockholders adopted and approved the 2021 Equity Incentive Plan (the “2021 Plan”), with an
initial pool of 29,666,480 shares of common stock available for granting stock-based awards plus any reserved shares of common stock not issued or subject
to outstanding awards granted under the Company’s 2012 Plan. In addition, on January Ist of each year beginning in 2022 and continuing through 2031, the
aggregate number of shares of common stock authorized for issuance under the 2021 Plan shall be increased automatically by the number of shares equal to
five percent (5%) of the total number of outstanding shares of all classes of common stock on the immediately preceding December 31st, although the
Company’s board of directors or one of its committees may reduce the amount of such increase in any particular year. The 2021 Plan became effective on
March 30, 2021 and as of that date, the Company ceased granting new awards under the 2012 Plan and all remaining shares available under the 2012 Plan
were transferred to the 2021 Plan. As of September 30, 2021, there were 27,437,628 shares available for future grants under the 2021 Plan, inclusive of
those shares transferred from the 2012 Plan.

2021 Employee Stock Purchase Plan

In February 2021, the Company’s board of directors and stockholders adopted and approved the 2021 Employee Stock Purchase Plan (the “ESPP”). The
ESPP authorizes the issuance of 7,416,620 shares of common stock to purchase rights granted to the Company’s employees or to employees of its
designated affiliates. In addition, on January 1st of each year beginning in 2022 and continuing through 2031, the aggregate number of shares of common
stock authorized for issuance under the ESPP shall be increased automatically by the number of shares equal to one percent (1%) of the total number of
outstanding shares of common stock and shares of preferred stock of the Company outstanding (on an as converted to common stock basis) on the
immediately preceding December 3 1st, although the Company’s board of directors or one of its committees may reduce the amount of the increase in any
particular year. No more than 150,000,000 shares of common stock may be issued over the term of the ESPP, subject to certain exceptions set forth in the
ESPP. As of the date of this filing, no shares have been granted under the ESPP.

Stock Options

A summary of stock option activity under the 2012 Plan and the 2021 Plan, including 1,061,250 stock options that were granted outside of the 2012 Plan in
2019, is presented below (in millions, except share and per share amounts):

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contract Term Intrinsic
Number of Shares Price (in years) Value
Balances as of December 31, 2020 62,827,150 $§ 455 7.8 $ 1,208.0
Granted 3,262,457 13.93
Exercised (6,224,067) 3.08
Forfeited (1,377,408) 6.62
Balances as of September 30, 2021 58,488,132 $ 517 7.2 $ 4787
Exercisable and vested at September 30, 2021 35,425,241 $ 375 6.3 $ 337.1

During the nine months ended September 30, 2021 and 2020, the intrinsic value of options exercised was $97.6 million and $4.8 million, respectively.
Restricted Stock Units

A summary of RSU activity under the 2012 Plan and the 2021 Plan is presented below:

Weighted Average
Number of Grant Date Fair
S hres Value

Balances as of December 31, 2020 32,556,160 $ 6.75
Granted 32,872,347 14.09
Vested and converted to common stock (3,786,513) 16.71
Forfeited (2,159,492) 13.06
Balances as of September 30, 2021 59,482,502 $ 9.94

Included in the table above are 8,611,810 RSUs granted to an executive employee during the three months ended March 31, 2021. These RSUs have
service, performance and market-based vesting conditions that include stock price targets to be met after the listing of the Company’s stock on a public
exchange. During the nine months ended September 30, 2021 and 2020, the fair value of restricted stock units that vested and converted to common stock
was $51.1 million and $0, respectively. During October and November 2021, the Company net settled all RSUs that had vested as of October 31, 2021. In
connection with these settlements, the Company issued an aggregate of 6.8 million shares of Class A common stock and withheld an aggregate of

4.7 million shares of Class A common stock to satisfy $60.3 million of tax withholding obligations on behalf of the Company’s employees.
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Stock-Based Compensation Expense

Total stock-based compensation expense included in the condensed consolidated statements of operations for the three and nine months ended
September 30, 2021 and 2020 is as follows (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020
Commissions and other related expense $ 26.3 $ 0.5 $ 82.6 $ 5.1
Sales and marketing 10.3 2.6 27.9 8.0
Operations and support 4.5 0.7 123 2.2
Research and development 13.2 0.3 76.2 1.1
General and administrative 16.8 2.0 93.9 13.8
Total stock-based compensation expense $ 71.1 $ 6.1 $ 292.9 $ 30.2

As more fully described in Note 1 — “Business and Basis of Presentation”, the Company recognized $ 148.5 million in stock-based compensation expense
in connection with the effectiveness of the Company’s IPO registration statement on March 31, 2021. Stock-based compensation expense for the nine
months ended September 30, 2021 includes the following amounts related to a one-time acceleration of stock-based compensation expense in connection
with the IPO (in millions):

IPO Related
Expense

Commissions and other related expense $ 41.7
Sales and marketing 1.8
Operations and support 3.1
Research and development 46.9
General and administrative 55.0
Total stock-based compensation expense $ 148.5

As of September 30, 2021, unrecognized stock-based compensation expense totaled $598.0 million and is expected to be recognized over a weighted-
average period of 3.2 years.

The Company has not recognized any tax benefits from stock-based compensation as a result of the full valuation allowance maintained on its deferred tax
assets.

Early Exercise of Stock Options

A majority of the stock options granted under the 2012 Plan provide option holders the right to elect to exercise unvested options in exchange for restricted
common stock. Shares received from such early exercises are subject to repurchase in the event of the optionee’s termination of service until the stock
options are fully vested at the lesser of the original issuance price or the fair value the Company’s common stock.

During the nine months ended September 30, 2021, 818,590 stock options were early exercised for total proceeds of $5.0 million. As of September 30,
2021, 1,181,720 shares of common stock received by holders from an early exercise were subject to repurchase. The cash proceeds received for unvested
shares of common stock recorded within Accrued expenses and other current liabilities and Other non-current liabilities in the condensed consolidated
balance sheet was $6.8 million as of September 30, 2021. Amounts recorded are transferred into Common stock and Additional paid-in capital within the
condensed consolidated balance sheets as the shares vest.

9. Income Taxes

The Company recognized a benefit from income taxes of $1.3 million and $3.3 million for the three and nine months ended September 30, 2021,
respectively. This benefit resulted from a partial reduction in the valuation allowance related to the carryover tax basis in deferred tax liabilities from
acquisitions. Additionally, the Company incurred current tax expense from its operations in India, which was fully offset by a deferred tax benefit for future
AMT tax credits. The Company recognized a benefit from income taxes of $0.9 million for the nine months ended September 30, 2020.

The Company continues to maintain a full valuation allowance on all domestic net deferred tax assets based on numerous factors including estimated future
taxable income and historic profitability.

The Company does not have any amount recorded related to uncertain tax positions as of the period ended September 30, 2021 nor does it expect a
substantial increase in the next 12 months. If applicable, the Company recognizes interest and penalties related to uncertain tax positions in the income tax
provision.

The United States is the Company’s only material tax jurisdiction and as a result of net operating loss carryforwards, the Company is subject to audit for all
years for US federal income tax purposes.

10. Net Loss Per Share Attributable to Common Stockholders

The Company computes net loss per share under the two-class method required for multiple classes of common stock and participating securities
(convertible preferred stock). The rights, including the liquidation and dividend rights, of the Class A common stock, Class B common stock and Class C
common stock are substantially identical, other than voting rights. Accordingly, the net loss per share attributable to common stockholders will be the same
for Class A common stock, Class B common stock and Class C common stock on an individual or combined basis.
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The following table sets forth the computation of basic and diluted net loss per share attributable to common stockholders (in millions, except share and per
share amounts):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Numerator:
Net loss attributable to common stockholders $ (99.8) $ (13.5) $ (319.3) $ (230.4)
Denominator:
Weighted-average number of shares outstanding

used to compute net loss per share

attributable to common stockholders, basic

and diluted 392,979,596 110,447,900 300,303,264 109,448,680
Net loss per share attributable to common

stockholders, basic and diluted $ (0.25) $ (0.12) $ (1.06) $ (2.11)

The following securities were excluded from the computation of diluted net loss per share attributable to common stockholders for the periods presented,
because including them would have been anti-dilutive:

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Convertible preferred stock — 248,336,668 — 248,336,668
Outstanding stock options 58,488,132 62,507,670 58,488,132 62,507,670
Outstanding RSUs 59,482,502 29,089,920 59,482,502 29,089,920

Unvested early exercised options 1,181,720 — 1,181,720 —
Unvested common stock 574,926 754,710 574,926 754,710
Total 119,727,280 340,688,968 119,727,280 340,688,968

11. Compass Concierge Receivables and Allowance for Credit Losses

In 2018, the Company launched the Compass Concierge Program for home sellers who have engaged Compass as their exclusive listing agent. The
program, initially launched by the Company, is based on a services model (“Concierge Classic”) provided by Compass Concierge, LLC (“Compass
Concierge”), which includes items such as consultation on suggested cosmetic updates or modifications to a specific property or guidance on securing
licensed contractors or vendors to perform non-structural property improvements. The Concierge Classic program provides for the payment of the up-front
costs of specified home improvement services provided by unrelated vendors.

In 2019, the Compass Concierge Program was expanded to include a loan program underwritten by an independent third-party lender (the “Lender”)
through a commercial arrangement with Compass Concierge (“Concierge Capital”). Under the Concierge Capital program, the Lender originates and
services unsecured consumer loans to home sellers following its independent underwriting process pursuant to program-level criteria provided by the
Company. Pursuant to the Company’s agreement with the Lender, the consumer loans are unsecured, interest-free and have no associated fees except for
late fees that the Lender may charge in its sole discretion. The Company has no right or obligation with respect to any individual consumer loan originated
by the Lender. Under the agreement with the Lender, the Company has repayment rights against the Lender in connection with a corporate loan.

Payment to the Company for these services under the Concierge Classic model or repayment of the loan funds under the Concierge Capital model is due
upon the earlier of a successful home sale, the termination of the listing agreement, or one year from the date in which costs were originally funded.
Compass Concierge receivables (“Concierge Receivables”) are stated at the amount advanced to the home sellers, net of an estimated allowance for credit
losses (“ACL”). The Company does not recognize any revenue or earn any fees from the Compass Concierge Program. The Company incurs service fees
payable to the Lender and incurs bad debt expense in connection with the Compass Concierge Program.

The Company manages its credit risk by establishing a comprehensive credit policy for the approval of projects under the Concierge Classic program and
new loans under the Concierge Capital program, while monitoring and reviewing the performance of its existing Concierge Receivables. Factors considered
include but not limited to:

. No negative liens or judgements on the property;

. Seller’s available equity on the property;

. Loan to listing price ratio;

. FICO score (only for Concierge Capital program); and

. Macroeconomic conditions.

Credit Quality

The Company monitors credit quality by evaluating various attributes and utilizes such information in its evaluation of the appropriateness of the ACL.
Based on the Company’s experience, the key credit quality indicator is whether the underlying properties associated with the Concierge Receivables will be
sold or not. Concierge Receivables associated with properties that are eventually sold have a lower credit risk than those that are associated with properties
that are not sold. For Concierge Receivables where repayments have not been triggered (i.e., earlier of (i) sale of the pr o perty, (ii) termination of a listing
agreement or (iii) 12 months from the date costs were originally funded), the Company establishes an estimate as to the percentage of underlying properties
that will be sold based on historical data. This estimate is updated quarterly and on an annual basis. As of September 30, 2021 and December 31, 2020, the
amount of outstanding Concierge Receivables related to unsold properties was approximately 97% and 93%, respectively.
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Allowance for credit losses

The Company maintains an ACL for the expected credit losses over the contractual life of the Concierge Receivables. The amount of ACL is based on
ongoing, quarterly assessments by management. Historical loss experience is generally the starting point when the Company estimates the expected credit
losses. The Company then considers whether (i) current conditions, such as the impact of COVID-19 and related economic uncertainty surrounding the
pandemic, (ii) future economic conditions and (iii) any potential changes in the Compass Concierge Program that are reasonable and supportable would
impact on its ACL. The following table summarizes the activity of the ACL for Concierge Receivables for the three and nine months ended September 30,
2021 (in millions):

Three Months Ended Nine Months Ended

September 30, 2021 September 30, 2021

Beginning of period $ 19.3 $ 17.2

Allowances 2.5 7.2
Net write-offs and other (1.8) (4.4)

End of period $ 20.0 $ 20.0

Aging Status

The Company generally considers Concierge Receivables to be past due after being outstanding for over 30 days after initial billing. Changes in the
Company’s estimate to the ACL is recorded through bad debt expense as Sales and marketing expense in the condensed consolidated statements of
operations and individual accounts are charged against the allowance when all reasonable collection efforts are exhausted. The following tables present the
aging analysis of Concierge Receivables as of September 30, 2021 (in millions):

Total
31-90 days Over 90 days Past Due Current Total
September 30, 2021 $ 0.6 $ 12.6 $ 132 $ 562 $69.4

12. Restructuring Activities and COVID-19 Update

Beginning in March 2020, the onset of the COVID-19 pandemic resulted in a negative impact on the Company’s business in the second quarter of 2020 due
to shelter-in-place and stay-at-home restrictions (in certain of the Company’s markets) which prohibited or reduced in-person residential real estate
showings and the related impact on customer demand and housing inventory, as well as deteriorating economic conditions, such as increased unemployment
rates. In light of the uncertain and rapidly evolving situation relating to COVID-19, the Company took a range of measures to address the uncertainties
related to the COVID-19 pandemic including, but not limited to, reducing the size of its workforce, terminating certain lease obligations and reducing
certain discretionary expenses during the first half of 2020. As a result of these cost-saving measures, the Company reduced its workforce by approximately
15%. Although the demand in the Company’s services had recovered starting in the second half of 2020, the duration of the pandemic and any impacts on
consumer behavior are unknown, and the amount of that demand which will persist after the reversal of the stay-at-home orders is unknown. Additionally,
the pandemic’s impacts on the overall economy and credit markets could significantly impact the Company’s estimates of fair value, which could affect the
carrying amount of certain assets and liabilities. As of September 30, 2021, the impacts of the pandemic have not significantly impacted the carrying
amount of the Company’s assets and liabilities.

The expenses resulting from these cost-saving measures were included in the consolidated statement of operations for the three and nine months ended
September 30, 2020, as follows (in millions):

Three Months Ended Nine Months Ended
September 30, 2020 September 30, 2020
Lease Lease

Severance Terminaion Total Severance Terminaion Total
Sales and marketing $ — $ 1.2 $12 § 1.5 $ 42 $ 57
Operations and support — — — 2.9 — 29
Research and development — — — 0.7 — 0.7
General and administrative — — — 0.9 — 0.9
Total $ — $ 1.2 $1.2 $ 6.0 $ 4.2 $10.2

The Company did not recognize any restructuring expenses during the nine months ended September 30, 2021. As of September 30, 2021 and
December 31, 2020, the Company did not have any material remaining liabilities related to restructuring costs.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited condensed
consolidated financial statements and the related notes and other financial information included elsewhere in this Quarterly Report and our audited
consolidated financial statements and the related notes and the discussion under the section entitled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” for the year ended December 31, 2020 included in our final prospectus, or our Final IPO Prospectus, that forms a
part of the Registration Statement on Form S-1 (File No. 333- 253744), or the IPO Registration Statement, for our initial public offering, or our IPO, dated
as of March 31, 2021 and filed with the SEC on April 1, 2021 pursuant to Rule 424(b) under the Securities Act of 1933, as amended, or the Securities Act.
In addition to historical consolidated financial information, the following discussion contains forward-looking statements that reflect our plans, estimates,
and beliefs. Our actual results could differ materially from those expressed or implied by such forward-looking statements. Important factors that could
cause or contribute to these differences include, but are not limited to, those discussed in the section entitled “Special Note Regarding Forward Looking
Statements”. You should review the disclosure under the section entitled “Risk Factors” in this Quarterly Report for a discussion of important factors that
could cause our actual results to differ materially from those anticipated in these forward-looking statements.

OVERVIEW

Management’s discussion and analysis of financial condition and results of operations, or MD&A, is provided as a supplement to the condensed
consolidated financial statements and notes thereto included elsewhere in this Quarterly Report and is intended to provide an understanding of our results of
operations, financial condition and changes in our results of operations and financial condition. Our MD&A is organized as follows:

. Introduction. This section provides a general description of our company and its business, recent developments affecting our company and
discussions of how seasonal factors may impact our results.

. Results of Operations. This section provides our analysis and outlook for the significant line items on our statements of operations, as well as
other information that we deem meaningful to understand our results of operations on a consolidated basis.

. Key Business Metrics and Non-GAAP Financial Measures. This section provides a discussion of key business metrics and Non-GAAP
financial measures we use to evaluate our business and measure our performance, in addition to the measures presented in our condensed
consolidated financial statements.

. Liquidity and Capital Resources. This section provides an analysis of our liquidity and cash flows, as well as a discussion of our commitments
that existed as of September 30, 2021.

. Critical Accounting Estimates and Policies. This section discusses those accounting policies that are considered important to the evaluation
and reporting of our financial condition and results of operations, and whose application requires us to exercise subjective and often complex
judgments in making estimates and assumptions.

. Recent Accounting Pronouncements. This section provides a summary of the most recent authoritative accounting standards and guidance that
have either been recently adopted by our company or may be adopted in the future.

INTRODUCTION

Our Company

Compass, Inc. (the “Company’’) was incorporated in Delaware on October 4, 2012 under the name Urban Compass, Inc. On January 8, 2021, the board of
directors of the Company approved a change to the Company’s name from Urban Compass, Inc. to Compass, Inc.

Our Business and Business Model

We provide an end-to-end platform that empowers our residential real estate agents to deliver exceptional service to seller and buyer clients. Our platform
includes an integrated suite of cloud-based software for customer relationship management, marketing, client service and other critical functionality, all
custom-built for the real estate industry and enabling our core brokerage services. The platform also uses proprietary data, analytics, artificial intelligence,
and machine learning to deliver high value recommendations and outcomes for Compass agents and their clients.

Our business model is directly aligned with the success of our agents. We attract agents to our brokerage and partner with them as independent contractors
who affiliate their real estate licenses with us, operating their businesses on our platform and under our brand. We generate revenue from clients through our
agents by assisting home sellers and buyers in listing, marketing, selling and finding homes as well as through the provision of services adjacent to the
transaction, like title and escrow services. We currently generate substantially all of our revenue from commissions paid to us by clients at the time that a
home is transacted on our platform. While adjacent services comprise a smaller portion of our revenue to date, we are well- positioned to capture
meaningful revenue from adjacent services as we continue to expand and diversify our offerings within the real estate ecosystem.

Initial Public Offering

On April 6,2021, we completed our IPO and our Class A common stock began trading on the New York Stock Exchange on April 1, 2021 under the
symbol “COMP”. In connection with the IPO, we issued and sold 26,296,438 shares of our Class A common stock at a public offering price of $18.00 per
share. We received aggregate proceeds of $438.7 million from the IPO, net of the underwriting discount and offering costs of approximately $11.0 million.

On March 31, 2021, in connection with the effectiveness of the IPO Registration Statement, we recognized $148.5 million in stock-based compensation
expense for (i) certain restricted stock units (“RSUs”) that contained both service-based and liquidity event-based vesting conditions as the liquidity event-
based vesting condition was satisfied upon effectiveness of the IPO Registration Statement and (ii) certain stock options and RSU awards with service,
performance and market-based vesting conditions that include stock price targets to be met after the listing of our stock on a public exchange.
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Recent Developments

In July 2021, we and Guaranteed Rate formed OriginPoint, a new mortgage origination company. OriginPoint will originate mortgages for our real estate
brokerage clients, as well as the clients of any other brokerage, in order to make loans available to a broad consumer audience. OriginPoint is a joint venture
and is owned 49.9% by us and 50.1% by Guaranteed Rate.

Operational Highlights for the three months ended September 30, 2021

We look to continue to attract the most talented agents to our platform, which is critical to our long-term success. We grow our revenue by increasing the
productivity of our agents and by selectively attracting high-performing agents looking to grow their business. We also continue to significantly invest in
our proprietary, integrated platform, designed for real estate agents, to enable them to grow their business and save them time and money. This value
proposition allows us to recruit more agents, help them grow their business and retain them on our platform at industry leading retention rates.

We had over 25,000 agents on our platform as of September 30, 2021. A subset of our agents are considered principal agents, which we define as either
agents who are leaders of their respective agent teams or individual agents operating independently on our platform.

For the three months ended September 30, 2021, the Average Number of Principal Agents () was 11,616, an increase of 2,768, or 31.3%, from the three
months ended September 30, 2020. The principal agent additions came in both new and existing markets.

During the three months ended September 30, 2021, our agents closed 62,349 Total Transactions (1), an increase of 35.8% when compared to the three
months ended September 30, 2020. Our growth in Total Transactions was due to a combination of new agents joining the platform, enhanced productivity
for existing agents already on the platform and a robust housing market.

Our Gross Transaction Value () for the three months ended September 30, 2021 was $69.1 billion, an increase of 44.6% when compared to the three months
ended September 30, 2020. This growth reflects strong transaction volume, higher productivity per principal agent and higher Average Transaction Values.
Average Transaction Value is calculated by dividing Gross Transaction Value by Total Transactions.

(M For the definitions of Average Number of Principal Agents, Total Transactions and Gross Transaction Value please refer to the section entitled “Key
Business Metrics” included elsewhere in this Quarterly Report.

We believe there remains a meaningful opportunity to grow our business by continuing to expand our geographic coverage. During the three months ended
September 30, 2021, we launched 5 new markets, bringing total markets served to 67 at the end of the quarter. We now operate real estate brokerage
services in 28 states. For the three months ended September 30, 2021, our Gross Transaction Value represented 5.4% of residential real estate transacted in
the United States, compared to 4.1% for the three months ended September 30, 2020. We calculate our market share by dividing our Gross Transaction
Value, or the total dollar value of transactions closed by agents on our platform, by two times (to account for the sell-side and buy-side of each transaction)
the aggregate dollar value of U.S. existing home sales as reported by the National Association of Realtors. Faster data integration and ingestion, more
efficient agent onboarding, and the ability to customize our solutions to local market requirements will allow us to enter new markets more quickly and
effectively over time. We have a dedicated expansion team responsible for launching new markets that partners closely with our enterprise sales team to
rapidly identify talented agents in each new market. As we move forward, the priority with which we enter new markets will be based on the addressable
size of each market, agent feedback and local market dynamics. Expansion within existing markets is particularly cost efficient as we are able to leverage
existing infrastructure, personnel and our agent network. We also use alternative models like Compass Anywhere to provide a more tailored offering for key
customer segments in order to accelerate expansion in a cost efficient manner.

Platform Highlights for the three months ended September 30, 2021

Our proprietary technology platform enables our agents to deliver an exceptional experience to their buyer and seller clients. It makes our agents more
productive, allowing them to drive increased transaction volume by using technology to accelerate, automate and simplify many of the routine tasks an
agent performs on a daily basis. It also uses artificial intelligence and machine learning to better analyze the data sets, yielding better outcomes for our
agents and their clients.

We continue to invest in the platform, adding new engineers to build out the depth and breadth of the platform for our agents. As of September 30, 2021, we
had approximately a 1,500 person technology team as well as a field organization dedicated to servicing the agent.

Usage on our platform continues to increase. For the three months ended September 30, 2021, total sessions on the platform grew by 31% as compared to
the three months ended September 30, 2020 as both our agents and buyer and seller clients saw the advantages of discovering, collaborating, and transacting
for home purchases and sales in a digital setting. During the three months ended September 30, 2021 and 2020, 83% and 83% of our agent teams used our
proprietary technology platform weekly. The ratio of daily active users to weekly active users (DAU/WAU) was 71% and 72% during the three months
ended September 30, 2021 and 2020, respectively.

We are investing aggressively in technologies and services that empower our agents. To that end, in May 2021, we completed the acquisition of Glide Labs,
Inc., a real estate technology company. The addition of Glide to our suite of services accelerates our ability to offer critical transaction management tools to
our customers and provides us with a fast-growing software services business.

Our ability to grow our agents, retain our agents and increase agent success on our platform, depends in part, on our ability to continue innovating in the
industry and our ability to successfully launch new products for agents and clients. As such, we plan to continue making significant investments in research
and development.

Seasonality and Cyclicality

The residential real estate market is seasonal, which directly impacts our agents’ businesses. While individual markets may vary, transaction volume is
typically highest in spring and summer, and then declines gradually in late fall and winter. We experience the most significant financial effect from this
seasonality in the first and fourth quarters of each year, when our revenue is typically lower relative to the second and third quarters. We believe that this
seasonality has affected and will continue to affect our quarterly results; however, to date its effect may have been masked by our rapid growth.
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Additionally, volatility due to the COVID-19 pandemic caused some disruption to the typical seasonality patterns of the residential real estate market and
our quarterly results. The COVID-19 pandemic is ongoing and it might result in further volatility causing future disruptions to the typical seasonality
patterns, which would continue to affect our quarterly results. See “Impact of COVID-19 Pandemic on our Business” elsewhere in this section for more
information.

The residential real estate industry is also highly cyclical, and individual markets can have their own cyclical dynamics that diverge from broad market
conditions. Generally, when economic conditions are favorable, the real estate industry tends to perform well. When the economy is weak, if interest rates
dramatically increase, if mortgage lending standards tighten, or if there are economic or political disturbances, the residential real estate industry tends to
perform poorly. Our revenue growth rate tends to increase as the real estate industry performs well and to decrease when the real estate industry performs
poorly.

Impact of the COVID-19 Pandemic on Our Business

In March 2020, the World Health Organization declared the outbreak of the COVID-19 a global pandemic, which continues to spread throughout the United
States and the world and has resulted in authorities implementing numerous measures to contain the virus, including quarantines, shelter-in-place orders,
and business limitations and shutdowns.

In the first half of 2020, the COVID-19 pandemic significantly affected the U.S. residential real estate market. As a result of health concerns,

stay-at-home orders and economic uncertainty, many metro areas saw a significant decline in home sales. In April and May 2020, nationwide home sales
dropped to their lowest levels since the 2007-2008 housing and financial crisis, with a significant increase in the number of delisted homes. During that
time, new listings and home buying activity were down significantly year over year due to limitations on in-person activities related to the sale of residential
real estate, such as prohibitions or restrictions on in home showings, inspections and appraisals, and availability or hours of local real property
documentation searches and new recordings. However, the combination of low supply and historically low interest rates allowed prices to remain steady. In
response to the COVID-19 pandemic, we also took a number of measures, including, but not limited to, adoption of remote working for our employees and
a virtual model for our agents, various platform enhancements and certain cost-saving measures such as temporary reduction of our workforce by 15%,
temporary salary reduction, termination of certain lease obligations and reduction of certain discretionary expenses.

Towards the end of the second quarter of 2020, the U.S. residential real estate market started to recover. Potential buyers started to increase their housing
search and purchase activity by the end of May 2020. Home showings per listing rose from their lows in March and April, and were well above
pre-pandemic levels by May, aided by the increase in online and socially distant viewings. Housing supply did not recover at the same pace, with housing
inventory down significantly year-over-year in the second half of 2020.

Starting in June 2020, we saw a dramatic increase in year-over-year revenue growth. This momentum continued through the second half of 2020 and into
2021 across most of our markets. During the first half of 2021, the new listings and home buying activity returned to pre-pandemic levels and most metro
areas saw year-over-year price increases. More broadly, we believe COVID-19 has accelerated the adoption of our technology platform, allowing our agents
to not only continue to operate their business during the slowdown, but also to take advantage of the current market momentum. In addition, we have seen
strong interest in our Compass Anywhere mobile agent offering, which provides location flexibility and a fully virtual support model well- suited to the
COVID-19 working environment. While our performance in the face of COVID-19 does not necessarily reflect our future performance in every industry
downturn, our adaptable team, backed by our strong digital platform, proved its ability to respond quickly in times of significant market dislocation.

The extent and duration of the COVID-19 pandemic over the longer term and the extent to which it will impact the global economy, U.S. residential market
and our financial condition, results of operations, or cash flows remain uncertain and depend on future developments that cannot be accurately predicted at
this time. Such developments include, but are not limited to, the emergence of new variants, severity and transmission rate of the virus, the extent and
effectiveness of containment actions taken, the timing, availability, and effectiveness of vaccines and the vaccination rates, as well as the impact of these
and other factors on residential real estate values, real estate transaction behavior in general, and on our business in particular. See the section entitled “Risk
Factors — Risks Related to Our Business and Operations — The outbreak of the COVID-19 pandemic has had a material effect on our business and could
continue to do so.”
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RESULTS OF OPERATIONS

The following table sets forth our consolidated statements of operations data for the period indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020
(in millions, except percentages)
Revenue $1,743.6  100.0% $1,188.5 100.0% $4,808.9 100.0% $2,490.5  100.0%
Operating expenses:
Commissions and other related expense (V) 1,430.6 82.0 979.4 82.4 3,963.2 82.4 2,047.2 82.2
Sales and marketing () 130.6 7.5 99.7 8.4 366.2 7.6 297.0 11.9
Operations and support () 97.0 5.6 53.3 4.5 263.7 5.5 158.9 6.4
Research and development (D 89.7 5.1 33.7 2.8 259.8 5.4 106.7 43
General and administrative (V) 79.5 4.6 22.7 1.9 231.8 4.8 75.7 3.0
Depreciation and amortization 16.7 1.0 13.0 1.1 45.1 0.9 38.1 1.5
Total operating expenses 1,844.1 105.8 1,201.8 101.1 5,129.8  106.7 2,723.6 109.4
Loss from operations (100.5) (5.8) (13.3) (1.1) (320.9) (6.7) (233.1) 9.4)
Investment income, net 0.1 0.0 — — 0.1 0.0 2.0 0.1
Interest expense (0.7) (0.0) 0.2) (0.0) (1.8) (0.0) (0.2) (0.0)
Loss before income taxes (101.1) (5.8) (13.5) (1.1) (322.6) (6.7) (231.3) 9.3)
Benefit from income taxes 1.3 0.1 — — 33 0.1 0.9 0.0
Net loss $ (99.8) -5.7% $§ (13.5) -1.1% $ (319.3) -6.6% $ (230.4) -9.3%
(1) Includes stock-based compensation expense as follows:
Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020
Commissions and other related expense $ 26.3 $ 0.5 $ 82.6 $ 5.1
Sales and marketing 10.3 2.6 27.9 8.0
Operations and support 4.5 0.7 12.3 2.2
Research and development 13.2 0.3 76.2 1.1
General and administrative 16.8 2.0 93.9 13.8
Total stock-based compensation expense $ 71.1 $ 6.1 $ 292.9 $ 30.2

Stock-based compensation for the nine months ended September 30, 2021 includes the following amounts related to a one-time acceleration of stock-based

compensation expense in connection with the IPO:

Commissions and other related expense
Sales and marketing
Operations and support
Research and development
General and administrative
Total stock-based compensation expense

Comparison of the Three and Nine Months Ended September 30, 2021 and 2020

IPO Related
Expense

$

$

41.7
1.8
3.1

46.9

55.0

148.5

Revenue
Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Revenue $1,743.6 $1,188.5 $ 555.1 46.7% $4,808.9 $2,490.5 $2,318.4 93.1%

Revenue was $1,743.6 million and $4,808.9 million during the three and nine months ended September 30, 2021, increases of $555.1 million, or 46.7%, and
$2,318.4 million, or 93.1%, compared to the year ago periods, respectively. These increases were primarily driven by an increase in the number of agents
that joined our platform during 2020 and 2021, a higher volume of transactions from both new and existing agents, continued geographic expansion both
within our existing and new markets, as well as from a modest increase in Average Transaction Value. The Average Number of Principal Agents for the
three and nine months ended September 30, 2021 grew to 11,616 and 10,686, increases of 31.3% and 25.5%, from the year ago periods, respectively. Total
Transactions for the three and nine months ended September 30, 2021 grew to 62,349 and 168,360, increases of 35.8% and 72.9% from the year ago

periods, respectively.
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Operating Expenses

Commissions and other related expense

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Commissions and other related expense $1,430.6 $979.4 $ 451.2 46.1% $3,963.2 $2,047.2 $1,916.0 93.6%
Percentage of revenue 82.0% 82.4% 82.4% 82.2%

Commissions and other related expense was $1,430.6 million and $3,963.2 million during the three and nine months ended September 30, 2021, increases
of $451.2 million, or 46.1%, and $1,916.0 million, or 93.6% compared to the year ago periods, respectively. Included in Commissions and other related
expense were non-cash expenses related to stock-based compensation of $26.3 million and $82.6 million for the three and nine months ended September 30,
2021 and $0.5 million and $5.1 million for the three and nine months ended September 30, 2020, respectively. The increases in stock-based compensation
expense for the three and nine months ended September 30, 2021 as compared to the year ago periods were primarily related to a one-time acceleration of
stock-based compensation expense of $41.7 million in connection with our IPO, and stock-based compensation expense related to certain RSUs, for which
the liquidity-based condition was satisfied in connection with the IPO. Commissions and other related expense excluding such non-cash stock-based
compensation expense was $1,404.3 million and $3,880.6 million, or 80.5% and 80.7% of revenue for the three and nine months ended September 30, 2021
and $978.9 million and $2,042.1 million, or 82.4% and 82.0% for the three and nine months ended September 30, 2020, respectively. The increase in
absolute dollars of commissions and other related expense, excluding the non-cash stock-based compensation, was primarily driven by our higher revenue.
The favorable 180 and 130 basis points decreases in commissions and other related expense, excluding the non-cash stock-based compensation expense,
expressed as a percentage of revenue in the three and nine months ended September 30, 2021, respectively, as compared to the three and nine months ended
September 30, 2020 was primarily due to the change in mix of the commission arrangements we have with our agents and changes in geographic mix.

Sales and marketing

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Sales and marketing $130.6 $99.7 $ 309 31.0% $366.2 $297.0 $ 692 23.3%
Percentage of revenue 7.5% 8.4% 7.6% 11.9%

Sales and marketing expense was $130.6 million and $366.2 million during the three and nine months ended September 30, 2021, increases of

$30.9 million, or 31.0%, and $69.2 million, or 23.3% compared to the year ago periods, respectively. Included in Sales and marketing expense were
non-cash expenses related to stock-based compensation of $10.3 million and $27.9 million for the three and nine months ended September 30, 2021 and
$2.6 million and $8.0 million for the three and nine months ended September 30, 2020, respectively. The increases in stock-based compensation expense for
the three and nine months ended September 30, 2021 as compared to the year ago periods were partially due to a one-time acceleration of stock-based
compensation expense of $1.8 million in connection with our IPO, and stock-based compensation expense related to certain RSUs, for which the liquidity-
based condition was satisfied in connection with the IPO. Sales and marketing expense excluding such non-cash stock-based compensation expense was
$120.3 million and $338.3 million, or 6.9% and 7.0% of revenue for the three and nine months ended September 30, 2021 and $97.1 million and

$289.0 million, or 8.2% and 11.6% for the three and nine months ended September 30, 2020, respectively. The increase in sales and marketing expense,
excluding the non-cash stock-based compensation expense was partially due to an increase in headcount and increased agent marketing and advertising. The
decrease in sales and marketing expense excluding the non-cash stock-based compensation expense, expressed as a percentage of revenue during the three
and nine months ended September 30, 2021 as compared to the three and nine months ended September 30, 2020, respectively, was primarily due to the
economies of scale as we were able to grow revenue more quickly than the costs of our sales and marketing efforts.

Operations and support

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Operations and support $97.0 $53.3 $ 437 82.0% $263.7 $158.9 $ 104.8 66.0%
Percentage of revenue 5.6% 4.5% 5.5% 6.4%

Operations and support expense was $97.0 million and $263.7 million during the three and nine months ended September 30, 2021, increases of

$43.7 million, or 82.0%, and $104.8 million, or 66.0% compared to the year ago periods, respectively. Included in Operations and support expense were
non-cash expenses related to stock-based compensation of $4.5 million and $12.3 million for the three and nine months ended September 30, 2021 and
$0.7 million and $2.2 million for the three and nine months ended September 30, 2020, respectively. The increase in stock-based compensation expense for
the three and nine months ended September 30, 2021 as compared to September 30, 2020 was primarily due to a one-time acceleration of stock-based
compensation expense of $3.1 million in connection with our IPO, and stock-based compensation expense related to certain RSUs, for which the liquidity-
based condition was satisfied in connection with the IPO. Operations and support expense excluding such non-cash stock-based compensation expense was
$92.5 million and $251.4 million, or 5.3% and 5.2% of revenue for the three and nine months ended September 30, 2021 and $52.6 million and

$156.7 million, or 4.4% and 6.3% for the three and nine months ended September 30, 2020, respectively. The increase in absolute dollars, excluding such
non-cash stock-based compensation expense, was primarily driven by an increase in compensation and other personnel-related costs due to increased
headcount and costs associated with the various acquisitions completed during 2020 and 2021. The increase in operations and support expense excluding the
non-cash stock-based compensation expense, expressed as a percentage of revenue during the three months ended September 30, 2021 as compared to the
three months ended September 30, 2020, respectively, was primarily also due to an increase in compensation and other personnel-related costs due to
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increased headcount. The decrease in operations and support expense excluding the non-cash stock-based compensation expense, expressed as a percentage
of revenue during the nine months ended September 30, 2021 as compared to the nine months ended September 30, 2020, respectively, was primarily due to
the economies of scale as we were able to grow revenue more quickly than the costs to support our agents on our platform.

Research and development

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Research and development $89.7 $33.7 $ 56.0 166.2% $259.8 $106.7 $ 153.1 143.5%
Percentage of revenue 5.1% 2.8% 5.4% 4.3%

Research and development expense was $89.7 million and $259.8 million during the three and nine months ended September 30, 2021, increases of

$56.0 million, or 166.2%, and $153.1 million, or 143.5% compared to the year ago periods, respectively. Included in Research and development expense
were non-cash expenses related to stock-based compensation of $13.2 million and $76.2 million for the three and nine months ended September 30, 2021
and $0.3 million and $1.1 million for the three and nine months ended September 30, 2020, respectively. The increase in stock-based compensation expense
for the three and nine months ended September 30, 2021 as compared to September 30, 2020 was primarily due to a one-time acceleration of stock-based
compensation expense of $46.9 million in connection with our IPO, and stock-based compensation expense related to certain RSUs, for which the liquidity-
based condition was satisfied in connection with the IPO. Research and development expense excluding such non-cash stock-based compensation expense
was $76.5 million and $183.6 million, or 4.4% and 3.8% of revenue for the three and nine months ended September 30, 2021 and $33.4 million and

$105.6 million, or 2.8% and 4.2% for the three and nine months ended September 30, 2020, respectively. The increase in absolute dollars, excluding such
non-cash stock-based compensation expense was primarily driven by an increase in compensation and other personnel-related costs due to increased
headcount. The increase in research and development expense, excluding the non-cash stock-based compensation expense, expressed as a percentage of
revenue during the three months ended September 30, 2021 as compared to the three months ended September 30, 2020, respectively, was primarily also
due to an increase in compensation and other personnel-related costs due to increased headcount. The decrease in research and development expense,
excluding the non-cash stock-based compensation expense, expressed as a percentage of revenue during the nine months ended September 30, 2021 as
compared to the nine months ended September 30, 2020, respectively, was primarily due to the economies of scale as we were able to grow revenue more
quickly than the costs to invest in our technology infrastructure and platform.

General and administrative

Three Months Ended September 30, Nine Months Ended September 30.
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
General and administrative $79.5 $22.7 $ 56.8 250.2% $231.8 $75.7 $ 156.1 206.2%
Percentage of revenue 4.6% 1.9% 4.8% 3.0%

General and administrative expense was $79.5 million and $231.8 million for the three and nine months ended September 30, 2021, increases of

$56.8 million, or 250.2%, and $156.1 million, or 206.2% compared to the year ago periods, respectively. During the three and nine months ended
September 30, 2021, General and administrative expense includes a charge of $21.3 million in connection with the settlement in principle for the Avi
Dorfman and RentJolt, Inc. matter (the “Litigation Matter”). Also included in general and administrative expense were non-cash expenses related to stock-
based compensation of $16.8 million and $93.9 million for the three and nine months ended September 30, 2021 and $2.0 million and $13.8 million for the
three and nine months ended September 30, 2020, respectively. The increases in stock-based compensation expense for the three and nine months ended
September 30, 2021 compared to the year ago periods were primarily due to a one-time acceleration of stock-based compensation expense of $55.0 million
in connection with our IPO, and stock-based compensation expense related to certain RSUs, for which the liquidity-based condition was satisfied in
connection with the IPO. General and administrative expense excluding such non-cash stock-based compensation expense and the litigation matter was
$41.4 million and $116.6 million, or 2.4% of revenue for the three and nine months ended September 30, 2021 and $20.7 million and $61.9 million, or 1.7%
and 2.5% of revenue for the three and nine months ended September 30, 2020, respectively. The increase in absolute dollars and on a percentage of revenue
basis, excluding such non-cash stock-based compensation expense was primarily driven by an increase in compensation and other personnel-related costs
due to increased headcount and increased administrative expenses resulting from our public company requirements following our IPO.

Depreciation and amortization

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Depreciation and amortization $16.7 $13.0 § 37 28.5% $45.1 $38.1 $ 7.0 18.4%
Percentage of revenue 1.0% 1.1% 0.9% 1.5%

Depreciation and amortization expense increased by $3.7 million, or 28.5%, for the three months ended September 30, 2021 compared to the three months
ended September 30, 2020. For the nine months ended September 30, 2021, Depreciation and amortization expense increased by $7.0 million, or 18.4%
when compared to the nine months ended September 30, 2020. The increase was primarily driven by an increase in the amortization of intangible assets
related to the impact of acquisitions completed during the year ended December 31, 2020 and the nine months ended September 30, 2021. Depreciation and
amortization expense as a percentage of revenue decreased in the three and nine months ended September 30, 2021 as compared to the three and nine
months ended September 30, 2020, respectively, primarily due to capital expenditures growing at a slower rate relative to our revenue growth.
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Investment income, net

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)

Investment income, net $0.1 $— $ 0.1 100.0% $0.1 $2.0 $ (1.9 -95.0%

Investment income, net was not meaningful during the three and nine months ended September 30, 2021 as a result of lower average interest rates on our
short-term interest-bearing investments. During the three and nine months ended September 30, 2021, interest income was $0.1 million and during the nine
months ended September 30, 2020, interest income was $2.0 million.

Interest expense

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Interest expense $0.7) $0.2) $ (0.5 250.0% $(1.8) $(0.2) $ (1.6) 800.0%

Interest expense was $0.7 million and $1.8 million for the three and nine months ended September 30, 2021 and $0.2 million for the three and nine month
ended September 30, 2020. These amounts were driven by the interest expense incurred on both our Concierge Facility and Revolving Credit Facility,
including the commitment fees related to the available borrowing capacities on such facilities. The Concierge Facility did not exist until July 2020 and the
Revolving Credit Facility did not exist in the year ago periods.

Benefit from income taxes

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 $ Change % Change 2021 2020 $ Change % Change
(in millions, except percentages)
Benefit from income taxes $13 $— $§ 13 100.0% $33 $09 §$ 24 266.7%

Benefit from income taxes increased by $1.3 million for the three months ended September 30, 2021 compared to the three months ended September 30,
2020. For the nine months ended September 30, 2021, benefit from income taxes increased by $2.4 million when compared to the nine months ended
September 30, 2020. The increase resulted from a partial reduction in the valuation allowance related to the carryover tax basis in deferred tax liabilities
from acquisitions.

K EY BUSINESS METRICS AND NON-GAAP FINANCIAL MEASURES

In addition to the measures presented in our condensed consolidated financial statements, we use the following key business metrics and non-GAAP
financial measures to evaluate our business, measure our performance, develop financial forecasts, and make strategic decisions.

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Total Transactions 62,349 45,910 168,360 97,378
Gross Transaction Value (in billions) $ 69.1 $ 47.8 $ 189.9 $ 99.8
Average Number of Principal Agents 11,616 8,848 10,686 8,511
Net Loss (in millions) $ (99.8) $ (13.5) $ (319.3) $ (230.4)
Net Loss Margin -5.7% -1.1% -6.6% -9.3%
Adjusted EBITDA () (in millions) $ 12.2 $ 11.0 $ 52.9 $ (147.5)
Adjusted EBITDA Margin (V) 0.7% 0.9% 1.1% -5.9%

(1) Adjusted EBITDA and Adjusted EBITDA Margin are non-GAAP financial measures. For more information regarding our use of these measures and
a reconciliation of Net Loss to Adjusted EBITDA, see the section titled “—Non-GAAP Financial Measures” below.

Key Business Metrics
Total Transactions

Total Transactions is a key measure of the scale of our platform, which drives our financial performance. We define Total Transactions as the sum of all
transactions closed on our platform in which our agent represented the buyer or seller in the purchase or sale of a home. We include a single transaction
twice when one or more of our agents represent both the buyer and seller in any given transaction. We exclude transactions related to rentals in this metric.
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Total Transactions have increased over time as we recruited new agents in existing markets, expanded into new markets, retained top-performing agents,
and as existing agents increased their productivity on our platform.

Our Total Transactions for the three and nine months ended September 30, 2021 were 62,349 and 168,360, increase of 35.8% and 72.9% from the year ago
periods, respectively. These increases were due to a combination of agent additions, enhanced productivity from the platform, and a robust housing market.
Robust housing demand was driven by a number of factors including: (i) favorable economic conditions supported by historically low mortgage rates,

(ii) higher mobility rates as consumers reassess the requirements of their homes, have more flexibility on location, and accelerate the purchase of second
homes and (iii) positive demographic trends as millennials are entering the housing market in larger numbers and household formations increase.

Gross Transaction Value

Gross Transaction Value is a key measure of the scale of our platform and success of our agents, which ultimately impacts revenue. Gross Transaction
Value is the sum of all closing sale prices for homes transacted by agents on our platform. We include the value of a single transaction twice when our
agents serve both the home buyer and home seller in the transaction. This metric excludes rental transactions.

Gross Transaction Value is primarily driven by home values in the markets we serve and by changes in the number of our agents in those markets, as well
as seasonality and macroeconomic factors.

Our Gross Transaction Value for the three and nine months ended September 30, 2021 were $69.1 billion and $189.9 billion, increases of 44.6% and 90.3%
from the year ago periods, respectively. We have experienced consistent and significant growth in the number of agents on our platform and the markets we
serve, resulting in strong period-over-period growth rates in both Total Transactions and associated Gross Transaction Value.

Average Number of Principal Agents

The Average Number of Principal Agents represents the number of agents who are leaders of their respective agent teams or individual agents operating
independently on our platform during a given period. The Average Number of Principal Agents is an indicator of the potential future growth of our
business, as well as the size and strength of our platform. This figure is calculated by taking the average of the number of principal agents at the end of each
month included in the period. We use the Average Number of Principal Agents, in combination with our other key metrics such as Total Transactions and
Gross Transaction Value, as a measure of agent productivity.

Our Average Number of Principal Agents for the three and nine months ended September 30, 2021 were 11,616 and 10,686, respectively, representing
increases of 31.3% and 25.5% from the year ago periods, respectively. For the three and nine months ended September 30, 2021, our Average Number of
Principal Agents was 46% and 43%, respectively, of our average number of total agents. Our principal agents generate revenue across a diverse set of real
estate markets in the United States.

Non-GAAP Financial Measures
Adjusted EBITDA and Adjusted EBITDA Margin

Adjusted EBITDA is a non-GAAP financial measure that represents our net loss adjusted for depreciation and amortization, investment income, net, interest
expense, stock-based compensation expense, benefit from income taxes and other items. During the periods presented, other items included (i) restructuring
charges associated with lease termination and severance costs, (ii) acquisition-related expenses related to adjustments to the fair value of contingent
consideration and acquisition consideration treated as compensation expense over underlying retention periods and (iii) litigation charge in connection with
the settlement of the Litigation Matter. Adjusted EBITDA Margin is calculated by dividing Adjusted EBITDA by revenue.

We use Adjusted EBITDA and Adjusted EBITDA Margin in conjunction with GAAP measures as part of our overall assessment of our performance,
including the preparation of our annual operating budget and quarterly forecasts, to evaluate the effectiveness of our business strategies and to communicate
with our board of directors concerning our financial performance. We believe Adjusted EBITDA and Adjusted EBITDA Margin are also helpful to
investors, analysts and other interested parties because they can assist in providing a more consistent and comparable overview of our operations across our
historical financial periods. Adjusted EBITDA and Adjusted EBITDA Margin have limitations as analytical tools, however, and you should not consider
them in isolation or as substitutes for analysis of our results as reported under GAAP. Because of these limitations, you should consider Adjusted EBITDA
and Adjusted EBITDA Margin alongside other financial performance measures, including net loss and our other GAAP results. In evaluating Adjusted
EBITDA and Adjusted EBITDA Margin, you should be aware that in the future we may incur expenses that are the same as or similar to some of the
adjustments in this presentation. Our presentation of Adjusted EBITDA and Adjusted EBITDA Margin should not be construed to imply that our future
results will be unaffected by the types of items excluded from the calculation of Adjusted EBITDA and Adjusted EBITDA Margin. Adjusted EBITDA and
Adjusted EBITDA Margin are not presented in accordance with GAAP and the use of these terms varies from others in our industry.
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The following table provides a reconciliation of Net loss to Adjusted EBITDA (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020
Net loss $ (99.8) $ (13.5) $ (319.3) $ (230.4)
Adjusted to exclude the following:
Depreciation and amortization 16.7 13.0 45.1 38.1
Investment income, net 0.1) — 0.1) (2.0)
Interest expense 0.7 0.2 1.8 0.2
Stock-based compensation 71.1 6.1 292.9 30.2
Benefit from income taxes (1.3) — (3.3) (0.9)
Restructuring charges (V) — 1.2 — 10.2
Acquisition-related expenses @) 3.6 4.0 14.5 7.1
Litigation charge & 21.3 — 21.3 —
Adjusted EBITDA $ 12.2 $ 11.0 $ 52.9 $ (147.5)
Net Loss Margin -5.7% -1.1% -6.6% -9.3%
Adjusted EBITDA Margin 0.7% 0.9% 1.1% -5.9%

(M Includes lease termination and severance costs. See Note 12 to our condensed consolidated financial statements included elsewhere in this Quarterly
Report for more information.

@ Includes adjustments related to the change in fair value of contingent consideration and adjustments related to acquisition consideration treated as
compensation expense over the underlying retention periods. See Note 3 to our condensed consolidated financial statements included elsewhere in
this Quarterly Report for more information.

() Represents a charge of $21.3 million in connection with the settlement in principle for the Litigation Matter. See Note 6 to our condensed
consolidated financial statements included elsewhere in this Quarterly Report for more information.

Adjusted EBITDA was income of $12.2 million compared to $11.0 million during the three months ended September 30, 2021 and 2020, respectively, and
income of $52.9 million compared to a loss of $147.5 million during the nine months ended September 30, 2021 and 2020, respectively. The favorable
increase in Adjusted EBITDA during the three and nine months ended September 30, 2021 as compared to the three and nine months ended September 30,
2020 was primarily due to a significant increase in our revenue which was driven by our growth initiatives resulting in an increase in the number of agents
that joined our platform during 2020 and 2021, including continued geographic expansion into new markets and a higher volume of transactions from both
new and existing agents. Additionally, while expenses increased as compared to the three and nine months ended September 30, 2020, the rate of increase
was less than the increase in our revenue which contributed to the favorable increases in Adjusted EBITDA.

The following tables provide supplemental information to the Reconciliation of Net loss to Adjusted EBITDA presented above. These tables identify how
each of the Operating expenses related financial statement line items contained within the accompanying condensed consolidated statements of operations

elsewhere in this Quarterly Report are impacted by the items excluded from Adjusted EBITDA (in millions):

Three Months Ended September 30, 2021

Commissions and

other related Sales and Operations Research and General and
expense marketing and support develog t administrative
GAAP Basis $ 1,430.6 $ 130.6 $ 97.0 $ 89.7 $ 79.5
Adjusted to exclude the following:
Stock-based compensation (26.3) (10.3) (4.5) (13.2) (16.8)
Acquisition-related expenses — — (3.6) — —
Litigation charge — — — — (21.3)
Non-GAAP Basis $ 1,404.3 $ 1203 $ 889 $ 76.5 $ 414
Three Months Ended September 30, 2020
Commissions and
other related Sales and Operations Research and General and
expense marketing and support develoy t administrative
GAAP Basis $ 979.4 § 997 $ 53.3 $ 33.7 $ 22.7
Adjusted to exclude the following:
Stock-based compensation (0.5) (2.6) (0.7) (0.3) (2.0)
Restructuirng charges — (1.2) — — —
Acquisition-related expenses — — (4.0) — —
Non-GAAP Basis $ 9789 $ 959 § 486 $ 334§ 20.7

28



Table of Contents

Nine Months Ended September 30, 2021

Commissions and

other related Sales and Operations Research and General and
expense marketing and support development administrative
GAAP Basis $ 3,963.2 $ 366.2 $ 263.7 $ 259.8 $ 231.8
Adjusted to exclude the following:
Stock-based compensation (82.6) (27.9) (12.3) (76.2) (93.9)
Acquisition-related expenses — — (14.5) — —
Litigation charge — — — — (21.3)
Non-GAAP Basis $ 3,880.6 $ 3383 $ 236.9 $ 183.6 $ 116.6

Nine Months Ended September 30, 2020

Commissions and

other related Sales and Operations Research and General and
expense marketing and support development administrative
GAAP Basis $ 2,047.2 $ 297.0 $ 158.9 $ 106.7 $ 75.7
Adjusted to exclude the following:
Stock-based compensation (5.1) (8.0) 2.2) (1.1) (13.8)
Restructuirng charges — (5.7) (2.9) (0.7) (0.9)
Acquisition-related expenses — — (7.1) — —
Non-GAAP Basis $ 2,042.1 $ 2833 $ 146.7 $ 104.9 $ 61.0

LIQUIDITY AND CAPITAL RESOURCES

Since inception, except for the nine months ended September 30, 2021, we have generated negative cash flows from operations and have primarily financed
our operations from net proceeds from the sale of convertible preferred stock and common stock. As of September 30, 2021, we had cash and cash
equivalents of $791.4 million and an accumulated deficit of $1.4 billion.

During April 2021, we received aggregate proceeds of $438.7 million from our IPO, net of offering costs of approximately $11.0 million.

We expect that operating losses and negative cash flows from operations may continue in certain periods in the foreseeable future as we continue to invest
in the expansion of our business, research and development and sales and marketing activities. We believe our existing cash and cash equivalents, the
Concierge Facility (which, as defined below, may be used to support our Compass Concierge Program) and the Revolving Credit Facility will be sufficient
to meet our working capital and capital expenditures needs for at least the next 12 months.

Our future capital requirements will depend on many factors, including, but not limited to, growth in the number of our agents and the associated costs to
attract, support and retain them, our expansion into new geographic markets, future acquisitions, and the timing of investments in technology and personnel
to support the overall growth in our business. To the extent that current and anticipated future sources of liquidity are insufficient to fund our future business
activities and requirements, we may be required to seek additional equity or debt financing. The sale of additional equity would result in additional dilution
to our stockholders. The incurrence of debt financing would result in debt service obligations and the instruments governing such debt could provide for
operating and financing covenants that would restrict our operations. There can be no assurances that we will be able to raise additional capital. In the event
that additional financing is required from outside sources, we may not be able to negotiate terms acceptable to us or at all. If we are unable to raise
additional capital when desired, our business, financial condition and results of operations could be adversely affected. As of September 30, 2021, there
have been no material changes from the contractual obligations and commitments previously disclosed in our IPO prospectus.

In addition to the foregoing, based on our current assessment, we do not currently anticipate any material impact on our long-term liquidity due to the
COVID-19 pandemic. However, we will continue to assess the effect of the pandemic on our operations. The extent and duration of the COVID-19
pandemic over the longer term and the extent to which it will impact the global economy, U.S. residential market and our financial condition, results of
operations, or cash flows remain uncertain and dependent on future developments that cannot be accurately predicted at this time. Such developments
include, but are not limited to, the emergence of new variants, severity and transmission rate of the virus, the extent and effectiveness of containment
actions taken, the timing, availability, and effectiveness of vaccines and the vaccination rates, as well as the impact of these and other factors on residential
real estate values, real estate transaction behavior in general, and on our business in particular. While the potential economic impact brought by the
COVID-19 pandemic may be difficult to assess or predict, the ultimate impact of the pandemic could result in significant disruption of global financial
markets, reducing our ability to access capital in the future. In addition, a recession or long-term market correction resulting from the COVID-19 pandemic
could materially affect our business, financial condition and results of operations.

Concierge Facility

In July 2020, our subsidiary, Compass Concierge SPV I, LLC, or Concierge SPV, entered into a Revolving Credit and Security Agreement, or the
Concierge Facility, with Barclays Bank PLC, as administrative agent, and the several lenders party thereto. The Concierge Facility provides for a

$75.0 million revolving credit facility and is solely used to finance, in part, our Compass Concierge Program. The Concierge Facility is secured by the
assets of the Concierge SPV, which primarily consists of the purchased receivables and cash of the Compass Concierge Program. The Concierge Facility is
also guaranteed by us. Prior to July 29, 2021, borrowings under the Concierge Facility accrued interest at rates equal to the adjusted London interbank
offered rate, or LIBOR, plus the applicable margin of 3.00%, as adjusted, or an alternate rate of interest upon the occurrence of certain changes in LIBOR.
Additionally, prior to July 29, 2021, we were required to pay an annual commitment fee of 0.50% on a quarterly basis based on the unused portion of the
Concierge Facility irrespective of our utilization rate. On July 29, 2021, we amended and restated the Concierge Facility (the “A&R Concierge Facility”),
extending the revolving period for another twelve months, lowering the interest rate to LIBOR plus a margin of 1.85%, which may be adjusted, and
lowering the annual commitment fee to 0.35% if the Concierge Facility is utilized greater than 50% (the annual commitment fee remained the same, at
0.50%, if the Concierge Facility is utilized less than 50%). Pursuant to the A&R Concierge Facility, the principal amount, if any, is payable in full in
January 2023, unless earlier terminated or extended. As of September 30, 2021 and December 31, 2020, there were $18.7 million and $8.4 million,
respectively, in borrowings outstanding under the Concierge Facility. The interest rate on the Concierge Facility was 3.15% as of September 30, 2021.
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We have the option to repay our borrowings under the Concierge Facility without premium or penalty prior to maturity. The Concierge Facility contains
customary affirmative covenants, such as financial statement reporting requirements, as well as customary covenants related to the Concierge SPV,
including affirmative covenants that restrict its ability to, among other things, incur additional indebtedness, sell certain receivables, declare dividends or
make certain distributions and undergo a merger or consolidation or certain other transactions. Additionally, in the event that we and our consolidated
subsidiaries fail to comply with certain financial covenants that require us to meet certain liquidity-based measures, the commitments under the Concierge
Facility will automatically be reduced to zero and we will be required to repay any outstanding loans under the Concierge Facility. As of September 30,
2021, we were in compliance with the covenants under the Concierge Facility.

Revolving Credit and Guaranty Agreement

In March 2021, we entered into a Revolving Credit and Guaranty Agreement, or the Revolving Credit Facility, with several lenders and issuing banks and
Barclays Bank PLC, as administrative agent and as collateral agent. The Revolving Credit Facility provides for a $350.0 million revolving credit facility,
which may be increased by the greater of $250.0 million and 18.5% of our consolidated total assets, plus such additional amount so long as our total net
leverage ratio does not exceed 4.50:1.00 on a pro forma basis as of the most recent test period, subject to the terms of the Revolving Credit Facility. The
Revolving Credit Facility also includes a letter of credit sublimit which is the lesser of (i) $125.0 million and (ii) the aggregate unused amount of the
revolving commitments then in effect under the Revolving Credit Facility. Our obligations under the Revolving Credit Facility are guaranteed by certain of
our subsidiaries and are secured by a first priority security interest in substantially all of our assets and subsidiary guarantors.

Borrowings under the Revolving Credit Facility bear interest, at our option, at either (i) a floating rate per annum equal to the base rate plus a margin of
0.50% or (ii) a floating rate per annum equal to the rate at which dollar deposits are offered in the London interbank market plus a margin of 1.50%. In the
Revolving Credit Facility, the base rate is defined as the highest of (a) the prime rate as quoted by The Wall Street Journal, (b) the federal funds effective
rate plus 0.50%, (c) the rate at which dollar deposits are offered in the London interbank market for a one-month interest period plus 1.00%, and (d) 1.00%.
During an event of default under the Revolving Credit Facility the applicable interest rates are increased by 2.0% per annum. We are also obligated to pay
other customary fees for a credit facility of this size and type, including a commitment fee on a quarterly basis based on amounts committed but unused
under the Revolving Credit Facility of 0.175% per annum and fees associated with letters of credit. The principal amount, if any, is payable in full in March
2026, unless earlier terminated or extended.

We have the option to repay our borrowings, and to permanently reduce the loan commitments whole or in part, under the Revolving Credit Facility without
premium or penalty prior to maturity. As of September 30, 2021, we had no outstanding borrowings under the Revolving Credit Facility and outstanding
letters of credit totaled approximately $16.3 million. The Revolving Credit Facility contains customary representations, warranties, financial covenants
applicable to the Company and to the Company’s restricted subsidiaries, affirmative covenants, such as financial statement reporting requirements, and
negative covenant which restrict its ability, among other things, to incur liens and indebtedness, make certain investments, declare dividends, dispose of,
transfer or sell assets, make stock repurchases and consummate certain other matters, all subject to certain exceptions. The financial covenants require that
the Company maintain certain liquidity-based measures and total revenue requirements. As of September 30, 2021, the Company was in compliance with
the covenants under the Revolving Credit Facility.

The Revolving Credit Facility includes customary events of default that include, among other things, nonpayment of principal, interest or fees, inaccuracy
of representations and warranties, violation of certain covenants, cross default to certain other indebtedness, bankruptcy and insolvency events, material
judgments, change of control and certain material ERISA events. The occurrence of an event of default could result in the acceleration of the obligations
under the Revolving Credit Facility.

Cash Flows

The following table summarizes our cash flows for the periods indicated:

Nine Months Ended September 30,

2021 2020
(in millions)
Net cash provided by (used in) operating activities $ 48.3 $ (88.1)
Net cash (used in) provided by investing activities (160.9) 19.9
Net cash provided by financing activities 463.9 12.8
Net increase (decrease) in cash and cash equivalents $ 351.3 $ (55.4)

Operating Activities
For the nine months ended September 30, 2021, net cash provided by operating activities was $48.3 million. The inflow was primarily due to a

$319.3 million net loss adjusted for $343.4 million of non-cash charges and cash inflow due to changes in assets and liabilities of $24.2 million.

For the nine months ended September 30, 2020, net cash used in operating activities was $88.1 million. The outflow was primarily due to a $230.4 million
net loss adjusted for $86.6 million of non-cash charges and cash inflow due to changes in assets and liabilities of $55.7 million.

Investing Activities
During the nine months ended September 30, 2021, net cash used by investing activities was $160.9 million consisting of $127.3 million in payments for

acquisitions, net of cash acquired, and $33.6 million in capital expenditures.

During the nine months ended September 30, 2020, net cash provided by investing activities was $19.9 million consisting of $55.5 million in proceeds from
sales and maturities of marketable securities partially offset by $34.8 million in capital expenditures and $0.8 million in payments for acquisitions, net of
cash acquired.
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Financing Activities

During the nine months ended September 30, 2021, net cash provided by financing activities was $463.9 million, primarily consisting of $439.6 million in
net proceeds from the issuance of common stock upon initial public offering, $19.1 million in proceeds from the exercise and early exercise of stock
options, $10.3 million in net proceeds from drawdowns on the Concierge Facility and $5.0 million in proceeds from capital contribution of non-controlling
interest, partially offset by $8.2 million in payments of contingent consideration related to acquisitions and $1.9 million in paid deferred debt issuance costs
for credit facilities.

During the nine months ended September 30, 2020, net cash provided by financing activities was $12.8 million, primarily consisting of $8.2 million in net
proceeds from drawdowns on the Concierge Facility, $6.8 million in proceeds from the exercise and early exercise of stock options and $1.0 million in
proceeds from the issuance of convertible preferred stock partially offset by $3.2 million in payments of contingent consideration related to acquisitions.

Off-Balance Sheet Arrangements

We administer escrow and trust deposits which represent undistributed amounts for the settlement of real estate transactions. We are contingently liable for
these escrow and trust deposits totaled $205.7 million and $46.1 million as of September 30, 2021 and December 31, 2020, respectively. We did not have
any other off-balance sheet arrangements as of or during the periods presented.

CRITICAL ACCOUNTING ESTIMATES AND POLICIES

Critical Accounting Estimates

Our MD&A is based upon our condensed consolidated financial statements and related notes, which were prepared in conformity with U.S. GAAP. The
preparation of the condensed consolidated financial statements requires us to make judgments, estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and reported amounts of
revenue and expenses during the reporting periods covered by the condensed consolidated financial statements and accompanying notes.

These judgments, estimates and assumptions are used for, but not limited to (i) valuation of our common stock and stock awards, (ii) fair value of acquired
intangible assets and goodwill, (iii) contingent considerations in connection with business combinations, (iv) incremental borrowing rate used for our
operating leases, (v) useful lives of long-lived assets, (vi) impairment of intangible assets and goodwill, (vii) allowance for Compass Concierge receivables
and (viii) income taxes and certain deferred tax assets. We determine our estimates and judgments based on historical experience and on various other
assumptions that we believe they are reasonable under the circumstances. However, actual results could differ from these estimates and these differences
may be material.

There are many uncertainties regarding the COVID-19 pandemic, and we are closely monitoring the impact of the pandemic on all aspects of our business,
including how it has impacted and may continue to impact our operations and our customers for an indefinite period of time The extent and duration of the
COVID-19 pandemic over the longer term and the extent to which it will impact the global economy, U.S. residential market and our financial condition,
results of operations, or cash flows remain uncertain and depend on future developments that cannot be accurately predicted at this time. Such developments
include, but are not limited to, the emergence of new variants, severity and transmission rate of the virus, the extent and effectiveness of containment
actions taken, the timing, availability, and effectiveness of vaccines and the vaccination rates, as well as the impact of these and other factors on residential
real estate values, real estate transaction behavior in general, and on our business in particular. We will continue to assess impacts of the COVID-19
pandemic and will adjust our operations as necessary.

Critical Accounting Policies

Our condensed consolidated financial statements and accompanying notes have been prepared in accordance with U.S. GAAP. The preparation of these
condensed consolidated financial statements requires us to make estimates and assumptions that affect the amounts reported amounts of assets, liabilities,
revenue and expenses, and related disclosures. We base our estimates on historical experience and on various other assumptions that we believe are
reasonable under the circumstances. We evaluate our estimates and assumptions on an ongoing basis. Actual results may differ from these estimates. To the
extent that there are material differences between these estimates and our actual results, our future financial statements will be affected.

There have been no material changes to our critical accounting policies and estimates disclosed in our Final IPO Prospectus. For additional information
about our critical accounting policies and estimates, see the disclosure included in our Final IPO Prospectus as well as Note 1 and Note 2 to our condensed
consolidated financial statements included in Part I, Item 1, of this Quarterly Report.

RECENT ACCOUNTING PRONOUNCEMENTS

For a description of our recently adopted accounting pronouncements and accounting pronouncements issued but not yet adopted, see Note 2 to our
condensed consolidated financial statements included in Part 1, Item 1 of this Quarterly Report.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that may impact our financial position because of adverse changes in financial market prices and rates. Our market
risk exposure is primarily a result of exposure resulting from potential changes in interest rates or inflation.
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Interest Rate Risk

Our cash and cash equivalents as of September 30, 2021 consisted of $791.4 million in cash and cash equivalents. Certain of our cash and cash equivalents
are interest-earning instruments that carry a degree of interest rate risk. The goals of our investment policy are liquidity and capital preservation. We do not
enter into investments for trading or speculative purposes and have not used any derivative financial instruments to manage our interest rate exposure. We
believe that we do not have any material exposure to changes in the fair value of these assets as a result of changes in interest rates due to the short- term
nature of our cash and cash equivalents.

We are also subjected to interest rate exposure on LIBOR-based interest rates on our Concierge Facility and Revolving Credit Facility. Interest rate risk is
highly sensitive due to many factors, including U.S. monetary and tax policies, U.S. and international economic factors and other factors beyond our
control. Our Concierge Facility bears interest equal to the adjusted LIBOR rate plus a margin of 1.85% or an alternate rate of interest upon the occurrence of
certain changes in LIBOR. As of September 30, 2021, we had a total outstanding balance of $18.7 million under these debt facilities. Based on the amounts
outstanding, a 100-basis point increase or decrease in market interest rates over a twelve-month period would not result in a material change to our interest
expense.

Foreign Currency Exchange Risk

As our operations in India have been limited, and we do not maintain a significant balance of foreign currency, we do not currently face significant risk with
respect to foreign currency exchange rates.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures.

We maintain “disclosure controls and procedures” (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, or
the Exchange Act), that are designed to provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required
to be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our
Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding required disclosure.

Based on the evaluation of our disclosure controls and procedures, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure
controls and procedures were not effective as of September 30, 2021 due to the material weaknesses in our internal control over financial reporting
described below. In light of this fact, our management has performed additional analyses, reconciliations, and other post-closing procedures and has
concluded that, notwithstanding the material weakness in our internal control over financial reporting, the condensed consolidated financial statements for
the periods covered by and included in this Quarterly Report fairly present, in all material respects, our financial position, results of operations and cash
flows for the periods presented in conformity with GAAP.

Previously Reported Material Weaknesses

As disclosed in the section entitled “Risk Factors” in Part II, Item 1A of this Quarterly Report, we previously identified material weaknesses in our internal
control over financial reporting. These material weaknesses primarily relate to our failure to design, maintain, and document sufficient oversight of
activities related to our internal control over financial reporting due to a lack of an appropriate level of experience and training in internal control over
financial reporting commensurate with public company requirements; formal accounting policies procedures, and controls related to substantially all of our
business processes to achieve complete, accurate and timely financial accounting, reporting and disclosures, including controls over account reconciliations,
segregation of duties and the preparation and review of journal entries; IT general controls for information systems and applications that are relevant to the
preparation of the consolidated financial statements. We have concluded that these material weaknesses arose because, as a private company, we did not
have the necessary business processes, systems, personnel, and related internal controls necessary to satisfy the accounting and financial reporting
requirements of a public company.

Accordingly, we have determined that these control deficiencies constituted material weaknesses in our internal control over financial reporting. A material
weakness is a deficiency or combination of deficiencies in our internal control over financial reporting such that there is a reasonable possibility that a
material misstatement of our consolidated financial statements would not be prevented or detected on a timely basis. These deficiencies could result in
additional misstatements to our consolidated financial statements that would be material and would not be prevented or detected on a timely basis.

Remediation Plans

We have commenced measures to remediate the identified material weaknesses. These measures include adding personnel as well as implementing new
financial systems and processes. We intend to continue to take steps to remediate the material weaknesses described above and further evolving our
accounting processes. We will not be able to fully remediate these material weaknesses until these steps have been completed and have been operating
effectively for a sufficient period of time.

While we believe that these efforts will improve our internal control over financial reporting, the implementation of our remediation is ongoing and will
require validation and testing of the design and operating effectiveness of internal controls over a sustained period of financial reporting cycles.

We believe we are making progress toward achieving the effectiveness of our internal controls and disclosure controls. The actions that we are taking are
subject to ongoing senior management review, as well as audit committee oversight. We will not be able to conclude whether the steps we are taking will
fully remediate the material weaknesses in our internal control over financial reporting until we have completed our remediation efforts and subsequent
evaluation of their effectiveness. We may also conclude that additional measures may be required to remediate the material weaknesses in our internal
control over financial reporting.
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Changes in Internal Control over Financial Reporting

We are taking actions to remediate the material weaknesses relating to our internal control over financial reporting, as described above. Except as otherwise
described herein, there was no change in our internal control over financial reporting that occurred during the period covered by this Quarterly Report that
has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information relating to legal proceedings contained in Note 6 to the consolidated financial statements included in Part I, Item 1 of this Quarterly Report
is incorporated herein by this reference.

ITEM 1A. RISK FACTORS

A description of the risks and uncertainties associated with our business is set forth below. You should carefully consider the risks and uncertainties
described below, as well as the other information in this Quarterly Report, including our condensed consolidated financial statements and the related notes
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”. The occurrence of any of the events or developments
described below, or of additional risks and uncertainties not presently known to us or that we currently deem immaterial, could materially and adversely
affect our business, results of operations, financial condition, and growth prospects. In such an event, the market price of our common stock could decline
and you could lose all or part of your investment.

Summary of Risk Factors

Our business is subject to a number of risks and uncertainties including those described at length below. These risks include, among others, the following,
which we consider our most material risks:

. Our success depends on general economic conditions, the health of the U.S. real estate industry, and risks generally incident to the ownership
of residential real estate, and our business may be negatively impacted by economic and industry downturns, including seasonal and cyclical
trends;

. If we do not provide our agents with solutions that they value, we may fail to attract new agents, retain current agents or increase agents’

utilization of our platform, which may adversely affect our business, financial condition and results of operations;

. We have experienced rapid growth since inception which may not be indicative of our future growth. We expect that, in the future, even if our
revenue increases, our rate of growth may decline;

. We have incurred net losses on an annual basis since we were founded, anticipate increasing our operating expenses in the future, and may not
achieve or sustain profitability;

. We may not be able to commence our new mortgage joint venture in a timely manner or at all and may not realize the expected benefits from
the new venture;

. If we do not innovate and continuously improve and expand our platform to create value for Compass agents and clients, our business could
be negatively impacted;

. The COVID-19 pandemic has had a material effect on our business, and could continue to do so;

. We operate in highly competitive markets and we may be unable to compete successfully against competitors;

. Monetary policies of the federal government and its agencies may have a material impact on our business, results of operations and financial
condition;

. Any decrease in our gross commission income or the percentage of commissions that we collect may harm our business, results of operations

and financial condition;

. Our efforts to expand our business and offer additional adjacent services may not be successful;

. Our quarterly results and other operating metrics may fluctuate from quarter to quarter, which makes these difficult to predict;

. The loss of one or more of our key personnel, or our failure to attract and retain other highly qualified personnel in the future, could harm our
business;

. Actions by our agents or employees could adversely affect our reputation and subject us to liability;

. If we pursue acquisitions that are not successfully completed or integrated into our existing operations, our business, financial condition or

results of operations may be adversely affected;

. We are periodically subject to claims, lawsuits, government investigations and other proceedings that may adversely affect our business,
financial condition and results of operations;

. Our agents are independent contractors, and if federal or state law mandates that they be classified as employees, our business, financial
condition, and results of operations would be adversely impacted;

. Our intellectual property rights are valuable, and any inability to protect them could reduce the value of our products, services and brand; and

. The multi-class structure of our common stock will have the effect of concentrating voting power with Robert Reftkin, our founder, Chairman
and Chief Executive Officer, which will limit your ability to influence the outcome of matters submitted to our stockholders for approval,
including the election of our board of directors, the adoption of amendments to our certificate of incorporation and bylaws, and the approval of
any merger, consolidation, sale of all or substantially all of our assets, or other major corporate transactions.
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Risks Related to Our Business and Operations

Our success depends on general economic conditions, the health of the U.S. real estate industry, and risks generally incident to the ownership of
residential real estate, and our business may be negatively impacted by economic and industry downturns, including seasonal and cyclical trends.

Our success is impacted, directly and indirectly, by general economic conditions, the health of the U.S. real estate industry, and risks generally incident to
the ownership of residential real estate, many of which are beyond our control. Our business could be harmed by a number of factors that could impact the
conditions of the U.S. real estate industry, including:

. a period of slow economic growth or recessionary conditions;

. weak credit markets;

. increasing mortgage rates and down payment requirements or constraints on the availability of mortgage financing;

. a low level of consumer confidence in the economy or the residential real estate market due to macroeconomic events domestically or
internationally;

. high levels of unemployment resulting from the ongoing COVID-19 pandemic and the continued slow recovery of wages;

. instability of financial institutions;

. legislative or regulatory changes (including changes in regulatory interpretations or regulatory practices) that would adversely impact the
residential real estate market as well as federal and/or state income tax changes and other tax reform affecting real estate and/or real estate
transactions;

. insufficient or excessive regional home inventory levels;

. high levels of foreclosure activity, including but not limited to the release of homes already held for sale by financial institutions;

. adverse changes in local, regional, or national economic conditions;

. the inability or unwillingness of consumers to enter into sale transactions due to first-time homebuyer concerns about investing in a home and

move-up buyers having limited or negative equity in their existing homes;

. a decrease in the affordability of homes including the impact of rising mortgage rates, home price appreciation and wage stagnation or wage
increases that do not keep pace with inflation;

. decreasing home ownership rates, declining demand for real estate and changing social attitudes toward home ownership; and

. natural disasters, such as hurricanes, earthquakes and other events (including pandemics and epidemics) that disrupt local or regional real
estate markets.

As our revenue is driven by sales commissions and transaction fees, any slowdown or decrease in the total number of residential real estate sale transactions
and related transactions executed by our agents for any of the above reasons could adversely affect our business, financial condition and results of
operations. In addition, the residential real estate market historically has been seasonal, with greater demand from home buyers in the spring and summer,
and typically weaker demand in late fall and winter, resulting in fluctuations in the quantity, speed and price of transactions on our platform. We expect our
financial results and working capital requirements to reflect these seasonal variations over time, although our growth and market expansion and the ongoing
COVID-19 pandemic have obscured the impact of seasonality in our historical financials to date.

If we do not provide our agents with solutions that they value, we may fail to attract new agents, retain current agents or increase agents’
utilization of our platform, which may adversely affect our business, financial condition and results of operations.

If we do not provide our agents with solutions that they value, we may fail to attract new agents, retain current agents or increase agents’ utilization of our
platform. Our continued growth depends on our ability to attract highly-qualified agents in each of the markets we serve and, once they are on our platform,
to retain them and to help them expand their businesses and utilize our solutions. In addition, to retain our agents and expand their businesses, we offer a
wide range of solutions and adjacent services, which we continue to expand through investments, acquisitions and joint ventures. To enhance our agent
recruiting efforts in the future, we may choose to offer increased incentives, which would increase our expenses but cannot be guaranteed to lead to growth.
While we believe these investments help our agents succeed, there can be no guarantee that we will retain our agents across the markets we serve, nor that
our investments will lead to increased transaction volume. As a result, the success of our business is substantially dependent upon the success and growth of
our agents, and their ongoing usage of our platform.

We have experienced rapid growth since inception which may not be indicative of our future growth. We expect that, in the future, even if our
revenue increases, our rate of growth may decline.

We have experienced rapid growth since our founding in 2012. We expect that, in the future, even if our revenue increases, our rate of growth may decline.
In any event, we may not be able to grow as fast or at all if we do not, among other things:

. attract high-performing agents in markets we currently serve;
. expand to new domestic markets;

. improve our software and develop additional functionality;

. develop a broader set of solutions;

. execute opportunistic mergers and acquisitions; and

. expand internationally.



To preserve our market position, we may expand organically or acquire brokerages in new markets more quickly than we would if we did not operate in
such a highly competitive industry. Expanding into new markets can be challenging as some new markets have very distinctive characteristics, some of
which may be unanticipated or unknown to us. These differences may result in greater recruitment and transaction costs that may result in those markets
being less profitable for us than those that we currently operate in, and may slow the rate of our revenue growth.
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We have incurred net losses on an annual basis since we were founded, anticipate increasing our operating expenses in the future, and may not
achieve or sustain profitability.

We incurred net losses of $388.0 million and $270.2 million for 2019 and 2020, respectively, and had a net loss of $319.3 million for the nine months
ending September 30, 2021. We had an accumulated deficit of $1.4 billion as of September 30, 2021. We expect to continue to make future investments in
developing and expanding our business, including investing in technology, recruitment and training, expanding our adjacent services and pursuing strategic
acquisitions and joint ventures. These investments may not result in increased revenue or growth in our business and may continue to result in net losses for
our business. Additionally, we may incur significant losses in the future for a number of reasons, including:

. declines in U.S. residential real estate transaction volumes;

. our expansion into new markets, for which we typically incur more significant losses immediately following entry;
. increased competition in the U.S. residential real estate industry;

. increased costs to attract and retain agents;

. increased research and development costs to continue to advance the capabilities of our platform;
. changes in our fee structure or rates;

. our failure to realize anticipated efficiencies through our technology and business model;

. failure to execute our growth strategies;

. increased sales and marketing costs;

. hiring additional personnel to support our overall growth; and

. unforeseen expenses, difficulties, complications and delays, and other unknown factors.

Accordingly, we may not be able to achieve profitability and we may continue to incur significant losses in the future. Moreover, as we continue to invest in
our business, we expect expenses to continue to increase in the near term. If we fail to manage our expenses or grow our revenue sufficiently to keep pace
with our investments, our business may be harmed. In addition, as a public company, we also incur significant legal, accounting and other expenses that we
did not incur as a private company, which we anticipate will increase our general and administrative expenses on an absolute dollar basis.

Because we expect to incur significant costs and expenses to grow our business, and we may incur expenses prior to generating incremental revenue with
respect thereto, we may find that these efforts are more expensive than we currently anticipate or that these efforts may not result in an increase in revenue
to offset these expenses, which would further increase our losses.

We anticipate using cash to satisfy tax withholding obligations that will arise in connection with the monthly net settlements of RSU awards granted to
our employees, which may have an adverse effect on our financial condition and liquidity. Additionally, if we choose to implement a

“sell-to-cover” settlement method in the future, additional shares will be issued and sold in the market at settlement to cover tax withholding
obligations, which would result in dilution to our stockholders.

Prior to December 2020, we granted RSU awards to our employees that vest based upon the satisfaction of both a service-based condition and a liquidity
event-based condition. The service-based vesting condition for these awards is generally satisfied over four years. The liquidity event-based vesting
condition is satisfied on the occurrence of a qualifying event and was satisfied upon our IPO in April of 2021. Starting in December 2020, we grant RSU
awards to our employees that vest based on the satisfaction of a service-based condition only, which is generally satisfied over four years. Under U.S. tax
laws, tax withholding obligations for RSUs arise in connection with their settlement on the settlement date. Our current settlement practice is to net settle
vested RSUs, meaning we withhold a certain number of shares of our Class A common stock that would otherwise be issued with respect to the settling
RSU awards and satisfy tax withholding obligations on behalf of our employees by remitting the appropriate taxes to the relevant tax authorities. We refer
to this as ““ net settlement .”

During October and November 2021, we net settled all RSUs granted to our employees that had vested as of October 31, 2021 (the “ initial net settlements
). In connection with the initial net settlements, we issued an aggregate of 6.8 million shares of Class A common stock to our employees and withheld an
aggregate of 4.7 million shares of our Class A common stock to satisfy $60.3 million of tax withholding obligations on behalf of our employees. We plan to
continue to net settle vested RSUs granted to our employees on the monthly basis. Accordingly, we will continue to fund tax withholding obligations on
behalf of our employees and offset such funding by withholding shares of Class A common stock, which we would otherwise be obligated to deliver to
them. The future monthly net settlements may result in a significant use of our cash and may have an adverse effect on our financial condition and liquidity.

In the future, we may also choose to implement a “sell-to-cover” settlement method to satisfy tax withholding obligations for our employees, under which
shares of our Class A common stock with a market value equivalent to the tax withholding amount would be sold on behalf of the employees holding RSU
awards upon settlement to satisfy their tax withholding obligations and the cash proceeds from such sales will be remitted by us to the relevant tax
authorities. Such sales would not result in our use of additional cash to satisfy the tax withholding obligations for RSU awards, but would result in dilution
to our stockholders.

Additionally, we also grant RSU awards to our agents. During September and November 2021, we settled all RSUs granted to our agents that had vested as
of October 31, 2021 and issued an aggregate of 3.8 million shares of our Class A common stock to them. Because our agents are independent contractors,
we do not have tax withholding obligations, and accordingly, we did not, and will not in the future, use any of our cash to pay their tax withholding
obligations. However, issuance of shares of Class A common stock at settlement has resulted, and will result in the future, in dilution to our stockholders.
We plan to continue to settle vested RSUs granted to our agents on the monthly basis.
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If we do not innovate and continuously improve and expand our platform to create value for Compass agents and clients, our business could be
negatively impacted.

Our success depends on our ability to continuously innovate and improve our platform to provide value to our agents, including developing our customer
relationship management, marketing center, listing, search, comparative market analysis, and other products for agents. As a result, we must continually
invest significant resources in research and development to improve the attractiveness and comprehensiveness of our platform. Our investments in our
platform allow us to provide an expanded suite of technology offerings, such as customer relationship management and differentiated search functionality,
which we believe separate us from our competitors. In addition, we have expanded the adjacent services we make available to certain of our agents, such as
title and escrow services, through selective acquisitions. As a result, we believe our platform is differentiated on the basis of both its technology and the
breadth of our offerings. However, if we fail to continue to innovate and expand our platform, our agents may become dissatisfied and use competitors’
offerings or leave our company, which could negatively impact our business, financial condition and results of operations.

The COVID-19 pandemic has had a material effect on our business and could continue to do so.

The extent of the impact of the COVID-19 pandemic on our business and financial results will depend largely on future developments, including the
duration and extent of the spread of COVID-19 within the United States and internationally, emergence of new variants of the virus, their severity and
transmission rates, the timing, availability and effectiveness of vaccines and vaccination rates, the prevalence of local, regional and national restrictions and
regulatory orders that impact our business, and the impact on capital and financial markets and on the U.S. and global economies, all of which are highly
uncertain and cannot be predicted. Our success depends on a high volume of residential real estate transactions throughout the markets in which we operate.
This transaction volume affects all of the ways that we generate revenue, including generation of commissions from transactions executed by our agents and
the number of transactions our title and escrow business closes. In the second quarter of 2020, the COVID-19 pandemic significantly and adversely affected
residential real estate transaction volume. Since that time, in addition to general macroeconomic instability, many governmental authorities put in place
limitations on in-person activities related to the sale of residential real estate, such as prohibitions or restrictions on in-home showings, inspections and
appraisals, and availability or hours of local real property documentation searches and new recordings. Although these measures were largely lifted later in
2020, and our results of operations showed no adverse impact in the third and fourth quarters of 2020, there can be no assurance that such measures will not
be implemented in the future or that the pandemic will not again adversely affect transaction volume. In addition, many of our employees continue to work
remotely, which may adversely affect our efficiency and morale.

While our business has recovered since the beginning of the pandemic, as the ongoing COVID-19 pandemic continues to impact the overall U.S. economy,
we believe that consumer spending on real estate transactions may be adversely affected by a number of macroeconomic factors related to the COVID-19
pandemic, including but not limited to:

. increased unemployment rates and stagnant or declining wages;

. decreased consumer confidence in the economy and recessionary conditions;

. lower yields on individuals’ investment portfolios or volatility and declines in the stock market;
. lower rental prices in certain markets reducing demand to purchase homes; and

. more stringent mortgage financing conditions, including increased down payment requirements.

We operate in highly competitive markets and we may be unable to compete successfully against competitors.

We operate in a competitive and fragmented industry, and we expect competition to continue to increase. We believe that our ability to compete depends
upon many factors both within and beyond our control, including the following:

. our ability to attract and retain agents;

. the timing and market acceptance of our products and services for Compass agents and their clients, including new products and services
offered by us or our competitors;

. the attractiveness of our adjacent services for agents as well as their clients;
. our ability to attract top engineering talent to further develop and improve our technology to support our business model; and
. our brand strength relative to our competitors.

Our business model depends on our ability to continue to attract Compass agents and their clients to our platform, and to enhance their engagement in a
cost-effective manner. We face competition on a national level and in each of our markets from traditional real estate brokerage firms, some of which
operate nationally and others that are limited to a specific region or regions. We also face competition from technology companies, including a growing
number of Internet-based brokerages and others who operate with a variety of business models.

New entrants, particularly smaller companies offering point solutions, continue to join our market categories. However, our existing and potential
competitors include technology companies and real estate brokerages that operate, or could develop, national and/or local businesses offering similar
services, including real estate brokerage, title insurance and escrow services, to home buyers or sellers. Several of these technology companies which may
enter our market categories could have significant competitive advantages, including better name recognition, greater resources, lower cost of funds and
additional access to capital, and more types of offerings than we currently do. These companies may also have higher risk tolerances or different risk
assessments than we do. In addition, these competitors could devote greater financial, technical and other resources than we have available to develop, grow
or improve their businesses.

Because a material portion of our business is concentrated in certain geographic areas and high-end markets, any adverse economic, real estate or
business conditions in these geographic areas and/or impacting high-end markets could have a material adverse effect on our operating results.

A material portion of our real estate brokerage offices and agents are concentrated in certain geographic areas, such as Southern California, Northern
California and the tri-state area. Local and regional real estate and economic conditions could differ materially from prevailing conditions in other parts of



the U.S. While overall the U.S. real estate market could be performing well, a downturn in a geographic area where we have a material presence could result
in a decline in our gross commission income and could have a material adverse effect on our operating results.
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Additionally, a material portion of our real estate transactions take place in high-end markets. Any downturn in high-end markets could result in a decline in
our gross commission income and could have a material adverse effect on our operating results. Additionally, if there is a downturn in high-end markets,
our agents may shift to transactions involving middle and lower range market prices, which, absent an increase in the number of transactions, could result in
a decline in our gross commission income.

Monetary policies of the federal government and its agencies may have a material impact on our business, results of operations and financial
condition.

Our business is significantly affected by the monetary policies of the federal government and its agencies. We are particularly affected by the policies of the
Federal Reserve Board. These policies regulate the supply of money and credit in the United States and impact the real estate market through their effect on
interest rates.

Increases in mortgage rates adversely impact housing affordability and we have in the past been and could in the future be negatively impacted by a rising
interest rate environment. For example, a rise in mortgage rates could result in decreased sale transaction volume if potential home sellers choose to stay
with their lower mortgage rate rather than sell their existing home and pay a higher mortgage rate with the purchase of a new home or, similarly, if potential
home buyers choose to rent rather than pay higher mortgage rates. Changes in the Federal Reserve Board’s policies, the interest rate environment, and the
mortgage market are beyond our control, are difficult to predict, and could have an adverse impact on our business, results of operations and financial
condition.

Any decrease in our gross commission income or the percentage of commissions that we collect may harm our business, results of operations and
financial condition.

Our business model depends upon our agents’ success in generating gross commission income, which we collect and from which we pay them net
commissions. Real estate commission rates vary somewhat by market, and although historical rates have been relatively consistent over time across
markets, there can be no assurance that prevailing market practice will not change in a given market, or across the industry, in the future. Customary
commission rates could change due to market forces locally or industry-wide, as well as due to regulatory or legal changes in such markets, including as a
result of litigation or enforcement actions. In addition, in July of 2021, the Justice Department announced that it was withdrawing from the nation- wide
antitrust settlement with the National Association of Realtors, (“NAR?”) that was entered into in November 2020 to allow for a broader investigation of
NAR’s rules and conduct, and there additionally have been recent statements and actions by the Federal Trade Commission (“FTC”) and the executive
branch focused on increasing competition. We cannot predict the outcome of the new investigation or the executive branch focus on this issue, but it may
result in industry-wide regulatory action, the result of which may cause commission rates to decrease over time. If any such decrease in commission rates
were to occur, our business, financial condition, and results of operations may be adversely impacted.

In addition, there can be no assurance that we will be able to maintain the percentage of commission income that we collect from our agents for their use of
our platform. If industry conditions change such that other platforms offer similar technologies to ours at a lower price or for free, we may be forced to
reduce the percentage of commissions that we collect from our agents, and our business, financial condition, and results of operations may be adversely
impacted.

Our efforts to expand our business and offer additional adjacent services may not be successful.

As we have grown rapidly, we have expanded to offer additional technologies, products and services on our platform to agents. For example, in 2018 we
began offering escrow services, and in 2020 we began offering title services and launched Compass Lens, our machine-learning home valuation product. In
2021, we acquired Glide Labs, Inc., a real estate transaction management platform company, and formed a new mortgage origination company with
Guaranteed Rate. We have invested significant resources in these and other new product and services offerings we expect to launch in the future. However,
there can be no guarantee that we can continue to launch new products and services in a timely manner, or at all. Even if we do launch new products and
services, if they are not utilized by our agents at the rate we expect, or at all, our business, financial condition, and results of operations may be adversely
affected.

Our mortgage joint venture may not be able to commence operations in a timely manner and we may not realize the expected benefits from the
new joint venture.

We and Guaranteed Rate, which is one of the nation’s largest retail mortgage companies, by and through our respective subsidiaries, formed OriginPoint, a
mortgage origination company. OriginPoint is structured as a non-exclusive joint venture, where we hold a 49.9% equity interest and certain governance
rights related to the joint venture, including representation on the management committee. OriginPoint has not yet commenced operations and there can be
no assurance that it will commence operations in a timely manner.

In addition, we may not realize the expected benefits (including anticipated revenue) from this new joint venture. The mortgage industry is inherently
cyclical in nature and volatile and, as discussed in this Quarterly Report, is subject to many of the same factors that affect our real estate brokerage and title
and escrow services, including regulatory changes, changes in mortgage underwriting standards, increases in mortgage interest rates, other changes in
market conditions, consumer trends, high levels of competition and decreases in operating margins. Any one of these factors could adversely affect the
mortgage industry and our new joint venture in a material way.

The benefits of OriginPoint will depend, in part, on the successful partnership between us and Guaranteed Rate and the successful day-to-day operation of
the business by OriginPoint’s management. Guaranteed Rate will act in a capacity as a service provider, providing certain services to support OriginPoint’s
day-to-day operations. OriginPoint’s management may make decisions which result in harm to the joint venture. Additionally, the joint venture is
non-exclusive and Guaranteed Rate may decide to focus on and pursue opportunities outside of the joint venture. As a result, the services which Guaranteed
Rate will be engaged to provide to OriginPoint may deteriorate necessitating OriginPoint to make alternative arrangements. In addition, OriginPoint or
Guaranteed Rate could face operational or liquidity risks, such as litigation or regulatory investigations. Even though we hold a minority ownership interest
in the joint venture, improper actions by OriginPoint or Guaranteed Rate may lead to direct claims against us based on theories of vicarious liability,
negligence, joint operations and joint employer liability, which, if determined adversely, could increase costs, negatively
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impact our reputation and subject us to liability for their actions. Additionally, in the event that we have a disagreement with Guaranteed Rate with respect
to a particular issue or as to the management or conduct of the business, we may not be able to resolve such disagreement in our favor. Any such
disagreement could have a material adverse effect on our interest in or the business of the joint venture and may consume management time and other
resources to negotiate and resolve. Any of the foregoing could have an adverse impact on OriginPoint’s results of operations and financial condition and
result in us not being able to realize the expected benefits from the new joint venture.

In addition, there is no assurance that our agents, many of whom have existing relationships with other mortgage lenders, will support or work with
OriginPoint. Moreover, regulatory constraints prevent us from financially incenting such agents to refer their clients to OriginPoint.

Our quarterly results and other operating metrics may fluctuate from quarter to quarter, which makes these metrics difficult to predict.

Our results of operations have fluctuated in the past and are likely to fluctuate significantly from quarter-to-quarter and year-to-year in the future for a
variety of reasons, many of which are outside of our control and difficult to predict. As a result, you should not rely upon our historical results of operations
as indicators of future performance. Numerous factors can influence our results of operations, including:

. our ability to attract and retain agents;

. our ability to develop new solutions and offer new services on our platform;

. changes in interest rates or mortgage underwriting standards;

. the actions of our competitors;

. costs and expenses related to the strategic acquisitions, partnerships and joint ventures;

. increases in and timing of operating expenses that we may incur to grow and expand our operations and to remain competitive;

. changes in the legislative or regulatory environment, including with respect to real estate commission rates and disclosures;

. system failures or outages, or actual or perceived breaches of security or privacy, and the costs associated with preventing, responding to, or

remediating any such outages or breaches;
. adverse judgments, settlements, or other litigation-related costs and the fees associated with investigating and defending claims;

. the overall tax rate for our business and the impact of any changes in tax laws or judicial or regulatory interpretations of tax laws, which are
recorded in the period such laws are enacted or interpretations are issued and may significantly affect the effective tax rate of that period;

. the application of new or changing financial accounting standards or practices; and

. changes in regional or national business or macroeconomic conditions, including as a result of the ongoing COVID-19 pandemic, which may
impact the other factors described above.

In addition, our results of operations are tied to certain key business metrics and non-GAAP financial measures that have fluctuated in the past and are
likely to fluctuate in the future. As a result of such variability, our historical performance, including from recent quarters or years, may not be a meaningful
indicator of future performance and period-to-period comparisons also may not be meaningful.

The loss of one or more of our key personnel, or our failure to attract and retain other highly qualified personnel in the future, could harm our
business.

Our success depends upon the continued service of our senior management team, including, in particular, Robert Reffkin, our founder, Chairman and Chief
Executive Officer. Our success also depends on our ability to manage effective transitions when management team members pursue other opportunities. In
addition, our business depends on our ability to continue to attract, motivate and retain a large number of skilled employees across our company, including
employees with public company experience. Furthermore, much of our key technology and processes are custom-made for our business by our personnel.
The loss of key engineering, product development, operations, marketing, sales and support, finance and legal personnel could also adversely affect our
ability to build on the efforts they have undertaken and to execute our business plan, and we may not be able to find adequate replacements. In addition, we
currently do not have “key person” insurance on any of our employees.

We face intense competition for qualified individuals from numerous software and other technology companies. To attract and retain key personnel, we
incur significant costs, including salaries and benefits and equity incentives. Even so, these measures may not be enough to attract and retain the personnel
we require to operate our business effectively.

Actions by our agents or employees could adversely affect our reputation and subject us to liability.

Our success depends on the performance of our agents and employees. Although our agents are independent contractors, if they were to provide lower
quality services to their clients in a given market or overall, our image and reputation could be adversely affected. In addition, if our agents make fraudulent
claims about properties they show, if their transactions lead to allegations of errors or omissions, if they violate certain regulations, or if they engage in self-
dealing or do not disclose conflicts of interest to their clients, we could also be subject to litigation and regulatory claims which, if adversely determined,
could adversely affect our business, financial condition and results of operations. For example, if an agent were to recommend that a client use an escrow
service in which the agent had an ownership interest but failed to disclose that interest to the client and to us, we could see our reputation tarnished and be
held liable for the agent’s failure to disclose that interest under the Real Estate Settlement Proceeding Act. Similarly, we are subject to risks of loss or
reputational harm in the event that any of our employees violate applicable laws, as such laws may harm our agents’ businesses or impact clients.

If we pursue acquisitions that are not successfully completed or integrated into our existing operations, our business, financial condition or results
of operations may be adversely affected.

We continue to evaluate a wide array of potential strategic opportunities, including acquisitions and “acqui-hires” of businesses in new geographies. We



sometimes engage in small acquisitions of businesses or agents to provide us with greater access to a given market. For example, we recently acquired all or
majority control of three title and escrow companies, Legacy Texas Title Co., First Alliance Title LLC and CommonGround Abstract, LLC,
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extending our title and escrow portfolio to several new markets. At times, we may look to larger acquisitions to provide us with additional technology or
adjacent services to further enhance our platform and accelerate our ability to offer new products. For example, in May 2021, we acquired Glide Labs, Inc.,
a real estate transaction management platform company. Such strategic transactions that we enter into could be material to our financial condition and
results of operations, and there can be no guarantee that they will result in the intended benefits to our business, and we may not successfully evaluate or
utilize the acquired agents, businesses, products, or technology, or accurately forecast the financial impact of a strategic transaction. In addition, integrating
an acquired company, business or technology is risky and may result in unforeseen operating difficulties and expenditures, particularly in new markets.

Our failure to address risks or other problems encountered in connection with our past or future strategic transactions could cause us to fail to realize the
anticipated benefits of such strategic transactions, incur unanticipated liabilities, and harm our business, financial condition and results of operations.
Strategic transactions may require us to issue additional equity securities, spend a substantial portion of our available cash, or incur debt or liabilities,
amortize expenses related to intangible assets, or incur write-offs of goodwill, which could adversely affect our business, financial condition and results of
operations and dilute the economic and voting rights of our then-current stockholders.

A change in mortgage underwriting standards could reduce the ability of homebuyers to access the credit markets on reasonable terms, or at all.

During the past several years, many lenders have significantly tightened their underwriting standards and many alternative mortgage products have become
less available in the marketplace. In addition, certain lenders added new criteria or approvals necessary to underwrite mortgages in response to the
COVID-19 pandemic. Underwriting standards could be changed or tightened as a result of changes in regulations, including regulations enacted to increase
guarantee fees of federally-insured mortgages. More stringent mortgage underwriting standards could adversely affect the ability and willingness of
prospective buyers to finance home purchases or to sell their existing homes in order to purchase new homes, which would adversely affect our business,
financial condition and results of operations.

We may not be able to maintain or establish relationships with multiple listing services and third-party listing services, which could limit the
information we are able to provide to Compass agents and clients.

Our ability to attract agents to our platform and to appeal to clients depends upon providing a robust number of listings. To provide these listings, we
maintain relationships with multiple listing services and other third-party listing providers and aggregators, as well as our agents themselves to include
listing data in our services. Certain of our agreements with real estate listing providers are short-term agreements that may be terminated with limited notice.
The loss of some of our existing relationships with listing providers, whether due to termination of agreements or otherwise, changes to our rights to use
listing data, or an inability to continue to add new listing providers, may cause our listing data to omit information important to Compass agents or clients.
Any loss or changes to our rights to use listing data or add listings, or any similar loss of rights in the markets we serve, could negatively impact agent and
client confidence in the listing data we provide and reduce our ability to attract and retain agents, which could harm our business, financial condition, and
results of operations.

Cybersecurity incidents could disrupt business operations and result in the loss of critical and confidential information or litigation or claims
arising from such incidents, any of which may adversely impact our reputation and business, financial condition and results of operations.

We face growing risks and costs related to cybersecurity threats to our operations, our data and agent and client data, including but not limited to:

. the failure or significant disruption of our operations from various causes, including human error, computer malware, ransomware, insecure
software and systems, zero-day vulnerabilities, threats to or disruption of third-party vendors who provide critical services, or other events
related to our critical information technologies and systems;

. the increasing level and sophistication of cybersecurity attacks, including distributed denial of service attacks, data theft, fraud or malicious
acts on the part of trusted insiders, social engineering (including phishing attempts), or other unlawful tactics aimed at compromising the
systems and data of Compass agents and clients (including through systems not directly controlled by us, such as those maintained by our
agents and third-party service providers); and

. the reputational and financial risks associated with a loss of data or material data breach (including unauthorized access to our proprietary
business information or personal information of Compass agents and clients), the transmission of computer malware, or the diversion of sale
transaction closing funds.

Global cybersecurity threats can range from uncoordinated individual attempts to gain unauthorized access to information technology systems via viruses,
ransomware and other malicious software, to phishing, or to advanced and targeted attempts to breach systems launched by individuals, organizations or
sponsored nation state actors. These attacks may be directed at our business, our employees, agents, and clients and third-party service providers. An attack,
threat or breach of one system can impact one or more other systems.

In the ordinary course of our business, we and our third-party service providers, our employees, agents and clients may collect, store and transmit sensitive
data, including our proprietary business information and intellectual property and that of Compass agents and clients as well as personal information,
sensitive financial information and other confidential information of our employees, agents and clients. Our agents’ use of our platform to access and store
data presents us with uncertainties and risks, as they may accidentally or deliberately cause private information to be transmitted through unsecure channels
which may lead to breaches or other leaks of such information.

Additionally, we increasingly rely on third-party data processing, storage providers, and critical infrastructure services, including cloud solution providers.
The secure processing, maintenance and transmission of this information are critical to our operations and with respect to information collected and stored
by our third-party service providers, we are reliant upon their security procedures, controls and adherence to our agreements. A breach or attack affecting
one of our third-party service providers or partners could adversely impact our business even if we do not control the service that is attacked.

Moreover, the real estate industry is actively targeted by cybersecurity threat actors which attempt to conduct electronic fraudulent activity (such as
phishing), security breaches and similar attacks directed at participants in real estate services transactions. In common with others in our industry, we
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manage and hold confidential personal information, including potentially sensitive personal information belonging to employees, agents or the clients or
other individuals with whom they transact, in the operation of our online platform services. Accordingly, we have been and continue to be subject to a range
of cyber-attacks, such as email-based phishing attacks on our agents. Historically, these attacks have not been material either individually or in the
aggregate. We have enhanced our security measures in order to mitigate the risk of similar attacks in the future. However, there can be no assurance that our
enhanced security measures, which are also partially dependent upon the security practices of our agents, will timely detect or prevent other cyber- attacks
in the future. Cyber-attacks could give rise to the loss of significant amounts of agents’ data and other sensitive information. In addition, cyber- attacks
could give rise to the disablement of our information technology systems used to service our agents. Such threats to our business may be wholly or partially
beyond our control as our employees, agents and clients and other third-party service providers may use e-mail, computers, smartphones and other devices
and systems that are outside of our security control environment. In addition, real estate transactions involve the transmission of funds by the buyers and
sellers of real estate and consumers or other service providers selected by the consumer that may be the subject of direct cyber-attacks that result in the
fraudulent diversion of funds, notwithstanding efforts we have taken to educate consumers with respect to these risks.

In addition, the increasing prevalence and sophistication of cyber-attacks as well as the evolution of cyber-attacks and other efforts to breach or disrupt our
systems or those of our employees, agents, clients, and third-party service providers, has led and will likely continue to lead to increased costs to us with
respect to identifying, protecting, detecting, responding, recovering, mitigating, insuring against and remediating these risks, as well as any related
attempted or actual fraud.

Moreover, we are required to comply with growing regulations at the local, state and federal level in the United States, and in other countries where we have
operations, that regulate cybersecurity, privacy and related matters, some of which impose steep fines and penalties for noncompliance. Any further
expansion domestically or internationally will necessarily subject us to additional, and possibly more stringent, regulations and penalty structures.

While we, our employees, our agents, and clients have experienced and expect to continue to experience these types of threats and incidents, none of them
to date has been material to our business. Although we employ measures to identify, protect, detect, address and mitigate these threats (including access
controls, data encryption, penetration testing, vulnerability assessments, and maintenance of backup and protective systems), and conduct diligence on the
security measures employed by key third-party service providers, cybersecurity incidents, depending on their nature and scope, could potentially result in
harm to confidentiality, integrity, and availability of critical systems, data and confidential or proprietary information (our own or that of third parties,
including personal information and financial information) and the disruption of business operations.

The potential consequences of a material cybersecurity incident include regulatory violations of applicable U.S. and international privacy and other laws,
reputational damage, loss of market value, litigation with third parties (which could result in our exposure to material civil or criminal liability), diminution
in the value of the products and services we provide to our agents and their clients, and increased cybersecurity protection and remediation costs (that may
include liability for stolen assets or information), any of which in turn could have a material adverse effect on our competitiveness and business, financial
condition and results of operations. We cannot be certain that our insurance coverage will be adequate for data security liabilities actually incurred, will
cover any indemnification claims against us relating to any incident, will continue to be available to us on economically reasonable terms, or at all, or that
any insurer will not deny coverage as to any future claim. The successful assertion of one or more large claims against us that exceed available insurance
coverage, or the occurrence of changes in our insurance policies, including premium increases or the imposition of large deductible or co-insurance
requirements, could adversely affect our reputation, business, financial condition and results of operations.

We could be subject to losses if banks do not honor our escrow and trust deposits.

We act as escrow agents for certain Compass clients of our agents. As an escrow agent, we receive money from clients to hold until certain conditions are
satisfied. Upon the satisfaction of those conditions (in most cases as confirmed by such clients, lenders, their respective agents or other third parties), we
release the money to the appropriate party. We deposit this money with various depository banks and while these deposits are not assets of our business
(and therefore excluded from our consolidated balance sheet), we remain contingently liable for the disposition of these deposits. These escrow and trust
deposits totaled $24.7 million and $46.1 million as of December 31, 2019 and 2020, respectively, and $205.7 million as of September 30, 2021. A
significant amount of these deposits held by depository banks may be in excess of the federal deposit insurance limit. If any of our depository banks were to
become unable to honor any portion of our deposits, clients could seek to hold us responsible for such amounts and, if the clients prevailed in their claims,
we could be subject to significant losses.

A significant adoption by consumers of alternatives to full-service agents could have an adverse effect on our business, financial condition and
results of operations.

A significant change in consumer sales that eliminates or minimizes the role of the agent in the real estate transaction process could have an adverse effect
on our business, financial condition and results of operations. These options may include direct-buyer companies (also called iBuyers) that purchase directly
from the seller at below-market rates in exchange for speed and convenience and then resell them shortly thereafter at market prices, and discounters who
reduce the role of the agent in order to offer sellers a low commission or a flat fee while giving rebates to buyers. Consumer preferences regarding buying or
selling houses and financing their home purchase will determine if these models reduce or replace the long-standing preference for full-service agents.

We plan to expand into international markets, which will expose us to significant risks.

A component of our future growth strategy involves the further expansion of our operations and establishment of an agent base internationally. We are
continuing to adapt and develop strategies to address international markets, but there is no guarantee that such efforts will have the desired effect. For
example, we may need to establish relationships with new partners or acquire businesses in order to expand into certain countries, and if we fail to identify,
establish, and maintain such relationships or successfully identify and acquire businesses, we may be unable to execute on our expansion plans. Although
we maintain engineering and related operations in India, none of our agents are located outside of the United States and we currently do not engage in any
non-U.S. real property transactions, except for de-minimis transactions through partnerships with local non-U.S. brokerages. We expect that our
international activities will grow in the future as we pursue opportunities in international markets, which may require significant dedication of management
attention and will require significant upfront investment.
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Our current and future international business and operations involve a variety of risks, including the need to adapt and localize our platform for specific
countries; unexpected changes in trade relations, regulations, or laws; new, evolving, and more stringent regulations relating to privacy and data security
and the unauthorized use of, or access to, commercial and personal information, particularly in Europe and Canada; difficulties in managing a business in
new markets with diverse cultures, languages, customs, legal systems, alternative dispute systems, and regulatory systems; increased travel, real estate,
infrastructure, and legal compliance costs associated with international operations; and regulations, adverse tax burdens, and foreign exchange controls that
could make it difficult to repatriate earnings and cash.

If we invest substantial time and resources to establish international operations and are unable to do so successfully or in a timely manner, our business,
financial condition, and results of operations may be adversely impacted.

Our management team will be required to evaluate the effectiveness of our internal control over financial reporting. If we are unable to maintain
effective internal control over financial reporting, investors may lose confidence in the accuracy of our financial reports.

As a public company, we will be required to maintain internal control over financial reporting and to report any material weaknesses in such internal
control. Section 404 of the Sarbanes-Oxley Act requires that we evaluate and determine the effectiveness of our internal control over financial reporting.
Our independent registered public accounting firm will be required to deliver an attestation report on the effectiveness of our disclosure controls and
internal control over financial reporting. An adverse report may be issued in the event our independent registered public accounting firm is not satisfied with
the level at which our controls are documented, designed or operating.

When evaluating our internal control over financial reporting, we may identify material weaknesses that we may not be able to remediate in time to meet the
applicable deadline imposed upon us for compliance with the requirements of Section 404. If we identify any material weaknesses in our internal control
over financial reporting or are unable to comply with the requirements of Section 404 in a timely manner or assert that our internal control over financial
reporting is ineffective, or if our independent registered public accounting firm is unable to express an opinion as to the effectiveness of our internal control
over financial reporting, we could fail to meet our reporting obligations or be required to restate our financial statements for prior periods.

In addition, our internal control over financial reporting will not prevent or detect all errors and fraud. Because of the inherent limitations in all control
systems, no evaluation can provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud
will be detected.

If there are material weaknesses or failures in our ability to meet any of the requirements related to the maintenance and reporting of our internal control,
investors may lose confidence in the accuracy and completeness of our financial reports and that could cause the price of our Class A common stock to
decline. In addition, we could become subject to investigations by the applicable stock exchange, the SEC or other regulatory authorities, which could
require additional management attention and which could adversely affect our business.

We have identified material weaknesses in our internal controls over financial reporting and if our remediation of such material weaknesses is not
effective, or if we fail to develop and maintain an effective system of disclosure controls and internal controls over financial reporting, our ability to
produce timely and accurate financial statements or comply with applicable laws and regulations could be impaired.

Recently, in connection with the preparation of our consolidated financial statements as of December 31, 2018, 2019 and 2020 and for the years then ended,
we identified material weaknesses in our internal controls over financial reporting. A material weakness is a deficiency, or combination of deficiencies, in
internal controls over financial reporting, such that there is a reasonable possibility that a material misstatement of the annual or interim financial statements
will not be prevented or detected on a timely basis. We did not design or maintain an effective control environment as we lacked sufficient oversight of
activities related to our internal control over financial reporting due to a lack of an appropriate level of experience and training commensurate with public
company requirements. This material weakness resulted in our identification of the following additional material weaknesses:

. We did not maintain formal accounting policies and procedures, and did not design, document and maintain controls related to substantially
all of our business processes to achieve complete, accurate and timely financial accounting, reporting and disclosures, including controls over
account reconciliations, segregation of duties and the preparation and review of journal entries; and

. We did not design and maintain effective controls over information technology, or IT, general controls or information systems and
applications that are relevant to the preparation of the consolidated financial statements. Specifically, we did not design and maintain (i)
program change management controls to ensure that IT program and data changes affecting financial IT applications and underlying
accounting records are identified, tested, authorized and implemented appropriately that are relevant to the preparation of our financial
statements, (ii) user access controls to ensure appropriate segregation of duties and that adequately restrict user and privileged access to
financial applications, programs, and data to appropriate personnel, (iii) computer operations controls to ensure that critical batch jobs are
monitored and data backups are authorized and monitored, and (iv) testing and approval of controls for program development to ensure that
new software development is aligned with business and IT requirements.

These IT deficiencies, when aggregated, could impact effective segregation of duties as well as the effectiveness of IT-dependent controls that could result
in misstatements potentially impacting all financial statement accounts and disclosures that would not be prevented or detected. Accordingly, our
management has determined these deficiencies in the aggregate constitute a material weakness.

None of the control deficiencies described above resulted in a material misstatement to our annual consolidated financial statements. However, each of the
material weaknesses described above could result in a misstatement of one or more account balances or disclosures that would result in a material
misstatement to the annual or interim consolidated financial statements that would not be prevented or detected, and, accordingly, we determined that these
control deficiencies constitute material weaknesses.

To address our material weaknesses, we have added personnel and engaged an external advisor to assist with evaluating and documenting the design and
operating effectiveness of our internal controls over financial reporting and assisting with the remediation of deficiencies, including implementing new
controls and processes. We intend to continue to take steps to remediate the material weaknesses described above through hiring additional personnel with
public company experience, and further evolving our accounting and business processes related to internal controls over financial reporting. We will not be
able to fully remediate these material weaknesses until these steps have been completed and have been operating effectively for a sufficient period of time.
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Furthermore, we cannot assure you that the measures we have taken to date, and actions we may take in the future, will be sufficient to remediate the
control deficiencies that led to our material weaknesses in our internal controls over financial reporting or that they will prevent or avoid potential future
material weaknesses. Our current controls and any new controls that we develop may become inadequate because of changes in conditions in our business.
Further, weaknesses in our disclosure controls and internal controls over financial reporting may be discovered in the future. Any failure to develop or
maintain effective controls or any difficulties encountered in their implementation or improvement could harm our operating results or cause us to fail to
meet our reporting obligations and may result in a restatement of our annual or interim financial statements.

Neither our management nor our independent registered public accounting firm has performed an evaluation of our internal controls over financial reporting
in accordance with the SEC rules because no such evaluation has been required. Our independent registered public accounting firm is not required to
formally attest to the effectiveness of our internal controls over financial reporting until the filing of our second Annual Report on Form 10-K following our
IPO. At such time, our independent registered public accounting firm may issue a report that is adverse in the event it is not satisfied with the level at which
our internal controls over financial reporting is documented, designed, or operating. Any failure to implement and maintain effective internal controls over
financial reporting also could adversely affect the results of periodic management evaluations and annual independent registered public accounting firm
attestation reports regarding the effectiveness of our internal controls over financial reporting that we will eventually be required to include in our periodic
reports that are filed with the SEC. Ineffective disclosure controls and procedures and internal controls over financial reporting could also cause investors to
lose confidence in our reported financial and other information, which would likely have a negative effect on the trading price of our Class A common
stock. In addition, if we are unable to continue to meet these requirements, we may not be able to remain listed on the New York Stock Exchange.

Covenants in our debt agreements may restrict our borrowing capacity or operating activities and adversely affect our financial condition.

Our Revolving Credit and Security Agreement with Barclays Bank PLC, or the Concierge Facility, and our Revolving Credit and Guaranty Agreement with
Barclays Bank PLC, or the Revolving Credit Facility, contain, and any future agreement relating to additional indebtedness which we may enter into may
contain, various financial covenants. The Concierge Facility, which is secured by, and can be used to borrow against, eligible receivables and cash related to
a part of our Compass Concierge program, and our Revolving Credit Facility, which is secured by substantially all the assets of us and our subsidiary
guarantors, contains customary representations, warranties, affirmative covenants, such as financial statement reporting requirements, negative covenants,
and financial covenants applicable to us and our restricted subsidiaries. The negative covenants include restrictions that, among other things, restrict our and
our subsidiaries’ ability to incur liens and indebtedness, make certain investments, declare dividends, dispose of, transfer or sell assets, make stock
repurchases and consummate certain other matters, all subject to certain exceptions. In certain cases, we may be required to repay all of the relevant debt
immediately; the occurrence of such an event may have an adverse impact on our financial condition and results of operations.

Our ability to use our net operating losses, or NOLs, and other tax attributes may be limited.

As of December 31, 2020, we had approximately $882.5 million of federal and $870.7 million of state NOLs available to offset future taxable income.
Certain of our federal NOLs and our state NOLs will begin to expire in 2032. The realization of these net operating losses depends on our future taxable
income and there is a risk that these carryforwards could expire unused, which could materially affect our operating results. In addition, under Sections 382
and 383 of the U.S. Internal Revenue Code of 1986, as amended, or the Code, a corporation that undergoes an “ownership change,” generally defined as a
greater than 50% change by value in its equity ownership over a three-year period is subject to limitations on its ability to utilize its pre-change NOLs and
other tax attributes such as research tax credits to offset future taxable income. We have not performed an analysis to determine whether our past issuances
of stock and other changes in our stock ownership may have resulted in one or more ownership changes. If it is determined that we have in the past
experienced an ownership change, or if we undergo one or more ownership changes as a result of our IPO or future transactions in our stock, then our
ability to utilize NOLs and other pre-change tax attributes could be limited by Sections 382 and 383 of the Code. Future changes in our stock ownership,
many of which are outside of our control, could result in an ownership change under Sections 382 or 383 of the Code. Furthermore, our ability to utilize
NOLSs of companies that we may acquire in the future may be subject to limitations. For these reasons, we may not be able to utilize a material portion of
the NOLs, even if we were to achieve profitability.

We rely on assumptions, estimates, and business data to calculate our key performance indicators and other business metrics, and real or
perceived inaccuracies in these metrics may harm our reputation and negatively affect our business.

Certain of our performance metrics are calculated using third party applications or internal company data that have not been independently verified. While
these numbers are based on what we believe to be reasonable calculations for the applicable period of measurement, there are inherent challenges in
measuring such information. In addition, our measure of certain metrics may differ from estimates published by third parties or from similarly-titled metrics
of our competitors due to differences in methodology and as a result our results may not be comparable to our competitors.

Estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the market in which we compete achieves
the forecasted growth, our business could fail to grow at similar rates, if at all.

Market opportunity estimates and growth forecasts are subject to significant uncertainty and are based on assumptions and estimates that may not prove to
be accurate. The variables that go into the calculation of our market opportunity are subject to change over time, and there is no guarantee that our market
opportunity estimates will reflect actual revenue that we will generate from our platform in the future. Any expansion in our markets depends on a number
of factors, including the cost, performance, and perceived value associated with our platform and the products and services of our competitors. Even if the
markets in which we compete achieve the forecasted growth, our business could fail to grow at similar rates, if at all.

Changes in accounting standards, subjective assumptions and estimates used by management related to complex accounting matters could have an
adverse effect on our business, financial condition and results of operations.

Generally accepted accounting principles in the United States of America, or GAAP, and related accounting pronouncements, implementation guidance and
interpretations with regard to a wide range of matters, such as revenue recognition, lease accounting, stock-based compensation, asset impairments,
valuation reserves, income taxes and the fair value and associated useful lives of acquired long-lived assets, intangible assets and goodwill, are highly
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complex and involve many subjective assumptions, estimates and judgments made by management. Changes in these rules or their interpretations or
changes in underlying assumptions, estimates or judgments made by management could significantly change our reported results and adversely impact our
business, financial condition and results of operations.

Our platform is highly complex and our software may contain undetected errors.

Our platform is highly complex and the software and code underlying our platform is interconnected and may contain undetected errors, bugs, or
vulnerabilities, some of which may only be discovered after the code or software has been released. We release or update software code regularly and this
practice may result in the more frequent introduction of errors, bugs, or vulnerabilities into the software underlying our platform, which can impact the
agent and client experience on our platform. Additionally, due to the interoperative nature of the software and the systems underlying our platform,
modifications to certain parts of our code, including changes to our mobile app, website, systems or third party application programming interfaces on
which our platform rely, could have an unintended impact on other sections of our software or system, which may result in errors, bugs, or vulnerabilities to
our platform. Any errors, bugs, or vulnerabilities discovered in our code after release could result in damage to our reputation, loss of our agents or clients,
loss of revenue or liability for damages, any of which could adversely affect our growth prospects and our business, financial condition and results of
operations.

Furthermore, our development and testing processes may not detect errors, bugs, or vulnerabilities in our technology offerings prior to their implementation
as they may not be identified or detected at the time of implementation. Any inefficiencies, errors, bugs, system misconfiguration, technical problems or
vulnerabilities arising in our technology offerings after their release could reduce the quality of our products, system performance, or interfere with our
agents’ access to and use of our technology and offerings.

Our management team has limited experience in operating a public company.

Our management team has limited experience managing a publicly traded company, interacting with public company investors, and complying with the
increasingly complex laws pertaining to public companies. Our management team may not successfully or efficiently manage our transition to being a
public company subject to significant regulatory oversight and reporting obligations under the federal securities laws and the continuous scrutiny of
securities analysts and investors. These new obligations and constituents will require significant attention from our senior management and could divert
their attention away from the day-to-day management of our business, which could adversely affect our business, financial condition, and results of
operations.

Our company culture has contributed to our success, and if we cannot maintain this culture as we grow, our business could be harmed.

We believe that our company culture, which promotes innovation and entrepreneurship, has been critical to our success. We are guided by our principles
including dreaming big, moving fast, learning from reality and being solutions-driven. However, as we grow, we may face challenges that may affect

our ability to sustain our culture, including:

. failure to identify, attract, reward and retain people in leadership positions in our organization who share and further our culture, values and
mission;

. the increasing size and geographic diversity of our workforce;

. shelter-in-place orders in certain jurisdictions where we operate that may result in many of our employees working remotely;

. the inability to achieve adherence to our internal policies and core values;

. the continued challenges of a rapidly-evolving industry;

. the increasing need to develop expertise in new areas of business that affect us;

. negative perception of our treatment of employees or our response to employee sentiment related to political or social causes or actions of

management; and
. the integration of new personnel and businesses from acquisitions.

In addition, we have at times undertaken workforce reductions to better align our operations with our strategic priorities, to manage our cost structure or in
connection with acquisitions. For example, in response to the early effects of the COVID-19 pandemic on the industry, including our business, we took
certain cost-saving measures, including reduction of our workforce and salary reductions. Although we have increased our workforce to above
pre-pandemic levels and the salary reductions have been reversed and we have made our employees whole through additional equity awards, there can be no
assurance that these actions will not adversely affect employee morale, our culture and our ability to attract and retain employees. If we are not able to
maintain our culture, our business, financial condition and results of operations could be adversely affected.

Our ability to recruit agents depends on the strength of our reputation, and adverse media coverage could harm our business.

We believe that we have developed a strong reputation for helping agents succeed on the basis of our rapid growth in recent years, the technological
sophistication of our platform, and our ability to offer a wide range of high-quality services. General awareness and the perceived quality and differentiation
of our platform are important aspects of our efforts to attract and retain agents. In addition, our actions and growth are frequently reported on in national and
regional trade publications and other media, and media coverage of our business can be critical, and may not be fair or accurate. Our reputation may be
harmed due to adverse media coverage related to our actions, the actions of our agents, or other unforeseeable events, which may cause our ability to attract
and retain agents to suffer. If we are unable to maintain or enhance agent awareness of our business, or if our reputation is damaged in a given market or
nationally, our business, financial condition and results of operations could be harmed.

Some of our potential losses may not be covered by insurance. We may not be able to obtain or maintain adequate insurance coverage.

We maintain insurance to cover costs and losses from certain risk exposures in the ordinary course of our operations, but our insurance does not cover all of
the costs and losses from all events. We are responsible for certain retentions and deductibles that vary by policy, and we may suffer losses that
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exceed our insurance coverage limits by a material amount. We may also incur costs or suffer losses arising from events against which we have no
insurance coverage. In addition, large-scale market trends or the occurrence of adverse events in our business may raise our cost of procuring insurance or
limit the amount or type of insurance we are able to secure. We may not be able to maintain our current coverage, or obtain new coverage in the future, on
commercially reasonable terms or at all. Incurring uninsured or underinsured costs or losses could harm our business.

We process, store and use personal information and other data, which subjects us to governmental regulation and other legal obligations related to
privacy, and violation of these privacy obligations could result in a claim for damages, regulatory action, loss of business, or unfavorable publicity.

We receive, store and process personal information and other employee, agent and agents’ client information. There are numerous federal and state laws, as
well as regulations and industry guidelines, regarding privacy and the storing, use, processing, and disclosure and protection of personal information, which
are continually evolving, subject to differing interpretations, and may be inconsistent between state and federal governments and across countries or conflict
with other rules. Additionally, laws, regulations, and standards covering marketing and advertising activities conducted by telephone, email, mobile devices,
and the internet, may be applicable to our business, such as the Telephone Consumer Protection Act, or the TCPA (as implemented by the Telemarketing
Sales Rule), the CAN-SPAM Act, and similar state consumer protection laws. We seek to comply with industry standards and are subject to the terms of our
own privacy policies and privacy-related obligations to third parties. We strive to comply with all applicable laws, policies, legal obligations and industry
codes of conduct relating to privacy and data security protection to the extent possible. However, it is possible that these obligations may be interpreted and
applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other rules or regulations, making enforcement, and thus
compliance requirements, ambiguous, uncertain, and potentially inconsistent. Any failure or perceived failure by us to comply with our privacy policies,
privacy-related obligations to agents, clients or other third parties, or our privacy- related legal obligations, or any compromise of security that results in the
unauthorized access to or unintended release of personally identifiable information or other agent or client data, may result in governmental enforcement
actions, litigation, or public statements against us by consumer advocacy groups or others. Any of these events could cause us to incur significant costs in
investigating and defending such claims and, if found liable, pay significant damages. Further, these proceedings and any subsequent adverse outcomes may
cause our agents and clients to lose trust in us, which could have a materially adverse effect on our reputation and business.

Any significant change to applicable laws, regulations or industry practices regarding the use or disclosure of personal information, or regarding the manner
in which the express or implied consent of agents and clients for the use and disclosure of personal information is obtained, could require us to modify our
products and features, possibly in a material manner and subject to increased compliance costs, which may limit our ability to develop new products and
features that make use of the personal information that clients voluntarily share. For example, California recently enacted legislation, the California
Consumer Privacy Act, or CCPA, that became operative on January 1, 2020 and became enforceable by the California Attorney General on July 1, 2020,
along with related regulations which came into force on August 14, 2020. The CCPA gives California residents expanded rights related to their personal
information, including the right to access and delete their personal information, and receive detailed information about how their personal information is
used and shared and increases the privacy and security obligations of businesses handling personal data. The CCPA is enforceable by the California
Attorney General and there is also a private right of action relating to certain data security incidents. The CCPA provides for civil penalties for violations,
which could result in statutory penalties of up to $2,500 per violation, or up to $7,500 per violation if the violation is intentional. We cannot yet fully predict
the impact of the CCPA or subsequent guidance on our business or operations, but it may require us to further modify our data processing practices and
policies and to incur substantial costs and expenses in an effort to comply. Decreased availability and increased costs of information could adversely affect
our ability to meet our agents’ requirements and could have an adverse effect on our business, results of operations, and financial condition.

Additionally, a recent California ballot initiative, the California Privacy Rights Act, or CPRA, imposes additional data protection obligations on companies
doing business in California, including additional consumer rights processes and opt-outs for certain uses of sensitive data and sharing of personal data
starting in January 2023. As voted into law by California residents in November 2020, the CPRA could have an adverse effect on our business, results of
operations, and financial condition. The effects of the CCPA and CPRA are potentially significant and may require us to modify our data collection or
processing practices and policies and to incur substantial costs and expenses in an effort to comply and increase our potential exposure to regulatory
enforcement and/or litigation. Any of the foregoing could materially adversely affect our business, results of operations and financial condition.

Our agents operate as independent contractors and are responsible for their own data privacy compliance. However, we provide training and our platform
provides tools and security controls to assist our agents with their data privacy compliance to the extent they store relevant data on our platform. However,
if an agent on our platform were to be subject to a claim for breach of data privacy laws, we could be found liable for their claims due to our relationship,
which can require us to take more costly data security and compliance measures or to develop more complex systems.

Our fraud detection processes and information security systems may not successfully detect all fraudulent activity by third parties aimed at our
employees or agents, which could adversely affect our reputation and business results.

Third-party cybersecurity threat actors have attempted in the past, and may attempt in the future, to conduct fraudulent activity by engaging with Compass
agents or clients, including in our title insurance and escrow business. We make a large number of wire transfers in connection with loan and real estate
closings and process sensitive personal data in connection with these transactions. Although we have sophisticated fraud detection processes and have taken
other measures to continuously improve controls to identify fraudulent activity on our mobile app, website and internal systems, we may not be able to
detect and prevent all such activity. Persistent or pervasive fraudulent activity may cause agents or clients to lose trust in us and decrease or terminate their
usage of our platform, which could materially harm our operations, business, results, and financial condition.

We utilize a number of third-party service providers to deliver web and mobile content and any disruption or delays in service from these third-
party providers could adversely impact the delivery of our platform.

We primarily rely on Amazon Web Services in the U.S. to host our cloud computing and storage needs. We do not own, control, or operate our cloud
computing physical infrastructure or their data center providers. Our systems and operations are vulnerable to damage or interruption from fire, flood,
power loss, telecommunications failure, terrorist attacks, acts of war, electronic and physical break-ins, system vulnerabilities, earthquakes and similar
events at the sites of such providers. The occurrence of any of the foregoing events could result in damage to systems and hardware or could cause them to
fail completely, and our insurance may not cover such events or may be insufficient to compensate us for losses that may occur.
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A failure of these systems at one or multiple sites could result in reduced capabilities or a total failure of our systems, which could cause our mobile app or
website to be inaccessible, impairing our agents’ ability to use our platform. Problems faced by our third-party cloud service providers with their
telecommunications network providers with which they contract or with the systems by which they allocate capacity among their customers, including us,
could adversely affect the experience of our agents. Our third-party cloud service providers could decide to close their facilities without adequate notice
resulting in loss of service and negative effects in our systems. Any financial difficulties, such as bankruptcy reorganization, faced by our third- party
web-hosting providers or any of the service providers with whom they contract may have negative effects on our business, the nature and extent of which
are difficult to predict. If our third-party web-hosting providers are unable to keep up with our growing needs for capacity, Compass’ agents, clients and
business could be harmed. In addition, if distribution channels for our mobile app experience disruptions, such disruptions could adversely affect the ability
of agents and potential clients to access or update our mobile app, which could harm our business.

We do not carry business interruption insurance sufficient to compensate us for the potentially significant losses, including the potential harm to the future
growth of our business, which may result from interruptions in our service as a result of system failures. Any errors, defects, disruptions or other
performance problems with our services could harm our business, results of operations, and financial condition.

Third parties with whom we do business may be unable to honor their obligations to us or their actions may put us at risk.

We rely on third parties for various aspects of our business, including technology collaborations, advertising partners and development services agreements.
Although we require these parties to sign our data security addendum, their actions may put our business, reputation and brand at risk. In many cases, third
parties may be given access to sensitive and proprietary information or personal data in order to provide services and support to our teams or agents, and
they may misappropriate and engage in unauthorized use of our information, technology or agents’ or clients’ data. In addition, the failure of these third
parties to provide adequate services and technologies, or the failure of the third parties to adequately maintain or update their services and technologies,
could result in a disruption to our business operations. Further, disruptions in the mobile application industry, financial markets, economic downturns, poor
business decisions, or reputational harm may adversely affect our partners and may increase their propensity to engage in fraud or otherwise illegal activity
which could harm our business reputation, and they may not be able to continue honoring their obligations to us, or we may cease our arrangements with
them. Alternative arrangements and services may not be available to us on commercially reasonable terms or at all and we may experience business
interruptions upon a transition to an alternative partner or vendor. If we lose one or more business relationships, or experience a degradation of services, our
business could be harmed and our financial results could be adversely affected.

Investors’ expectations of our performance relating to environmental, social and governance factors may impose additional costs and expose us to
new risks.

There is an increasing focus from certain investors, employees and other stakeholders concerning corporate responsibility, specifically related to
environmental, social and governance factors. Some investors may use these factors to guide their investment strategies and, in some cases, may choose not
to invest in us if they believe our policies relating to corporate responsibility are inadequate. Third-party providers of corporate responsibility ratings and
reports on companies have increased to meet growing investor demand for measurement of corporate responsibility performance. The criteria by which
companies’ corporate responsibility practices are assessed may change, which could result in greater expectations of us and cause us to undertake costly
initiatives to satisfy such new criteria. If we elect not to or are unable to satisfy such new criteria, investors may conclude that our policies with respect to
corporate responsibility are inadequate. We may face reputational damage in the event that our corporate responsibility procedures or standards do not meet
the standards set by various constituencies.

Furthermore, if our competitors’ corporate responsibility performance is perceived to be greater than ours, potential or current investors may elect to invest
with our competitors instead. In addition, in the event that we communicate certain initiatives and goals regarding environmental, social and governance
matters, we could fail, or be perceived to fail, in our achievement of such initiatives or goals, or we could be criticized for the scope of such initiatives or
goals. If we fail to satisfy the expectations of investors, employees and other stakeholders or our initiatives are not executed as planned, our reputation and
financial results could be materially and adversely affected.

Catastrophic events may disrupt our business.

Natural disasters or other catastrophic events may cause damage or disruption to our operations, real estate commerce, and the global economy, and thus
could harm our business. For example, the COVID-19 pandemic and the reactions of governments, markets, and the general public to the COVID-19
pandemic, has resulted in and may continue to have a number of consequences for our business and results of operations, the ultimate magnitude of which is
difficult to predict. Additionally, properties located in the markets in which we operate, including New York, Northern California, Southern California and
South Florida, are more susceptible to certain natural hazards (such as fires, hurricanes, earthquakes, floods, or hail) than properties in other parts of the
country.

In the event of a major fire, hurricane, earthquake, windstorm, tornado, flood or catastrophic event such as pandemic, flood, power loss, telecommunications
failure, cyber-attack, war, or terrorist attack, we may be unable to continue our operations and may endure reputational harm, delays in developing our
platform and solutions, breaches of data security and loss of critical data, all of which could harm our business, results of operations and financial condition.
Closures of local recording offices or other governmental offices in charge of real property records, including tax or lien-related records, would adversely
affect our ability to conduct operations in the affected geographies. Any of these delays will likely result in extended hold times, increased costs, and value
impairment. Also, the insurance we maintain would likely not be adequate to cover our losses resulting from disasters or other business interruptions.

As we grow our business, the need for business continuity planning and disaster recovery plans will increase in significance. If we are unable to develop
adequate plans to ensure that our business functions continue to operate during and after a disaster, and successfully execute on those plans in the event of a
disaster or emergency, our business and reputation would be harmed.
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Risks Related to Our Legal and Regulatory Environment

We are periodically subject to claims, lawsuits, government investigations and other proceedings that may adversely affect our business, financial
condition and results of operations.

We may be subject to claims, lawsuits, arbitration proceedings, government investigations and other legal and regulatory proceedings in the ordinary course
of business, including those involving labor and employment, anti-discrimination, commercial disputes, competition, professional liability and consumer
complaints, intellectual property disputes, compliance with regulatory requirements, antitrust and anti-competition claims (including claims related to the
National Association of Realtors or MLS rules regarding buyer-broker commissions), securities laws and other matters, and we may become subject to
additional types of claims, lawsuits, government investigations and legal or regulatory proceedings as our business grows and as we deploy new offerings,
including proceedings related to our acquisitions, securities issuances or business practices.

The results of any such claims, lawsuits, arbitration proceedings, government investigations or other legal or regulatory proceedings cannot be predicted
with certainty. Any claims against us or investigations involving us, whether meritorious or not, could be time- consuming, result in significant defense and
compliance costs, be harmful to our reputation, require significant management attention and divert significant resources. Determining reserves for our
pending litigation is a complex and fact-intensive process that requires significant subjective judgment and speculation. It is possible that a resolution of one
or more such proceedings could result in substantial damages, settlement costs, fines and penalties that could adversely affect our business, financial
condition and results of operations. These proceedings could also result in harm to our reputation and brand, sanctions, consent decrees, injunctions or other
orders requiring a change in our business practices. Any of these consequences could adversely affect our business, financial condition and results of
operations. Furthermore, under certain circumstances, we have contractual and other legal obligations to indemnify and to incur legal expenses on behalf of
our business and commercial partners and current and former directors, officers and employees.

As an example of a current litigation matter, a lawsuit involving plaintiff Avi Dorfman, who sought compensation for certain services and other
contributions allegedly provided in our formation, was filed against us in 2014. On October 25, 2021, we agreed to a settlement in principle and reported a
$21.3 million General and administrative expense during the three and nine months ended September 30, 2021 in connection with this settlement. See the
section titled “Legal Proceedings” in Part I, Item 1 of this Quarterly Report for additional information.

In addition, since 2016 we have included mandatory arbitration provisions in our agreements with each of our agents, and since 2018 we have added
mandatory arbitration provisions in our agreements with our employees. The provisions are intended to cover all disputes between us and our employees
and agents, if permitted by law. These provisions are intended to streamline the litigation process for all parties involved, as arbitration can in some cases be
faster and less costly than litigating disputes in state or federal court. However, arbitration may become more costly for us or the volume of arbitration may
increase and become burdensome, and the use of arbitration provisions may subject us to certain risks to our reputation and brand, as these provisions have
been the subject of increasing public scrutiny. In addition, these mandatory arbitration provisions are intended to cover claims related to our agent equity
program, if permitted by law, though it is currently unclear whether such provisions are enforceable with respect to claims arising under the U.S. federal
securities laws. In order to minimize these risks to our reputation and brand, we may limit our use of arbitration provisions or be required to do so in a legal
or regulatory proceeding, either of which could increase our litigation costs and exposure.

Further, with the potential for conflicting rules regarding the scope and enforceability of arbitration on a state-by-state basis, as well as between state and
federal law, there is a risk that some or all of our arbitration provisions could be subject to challenge or may need to be revised to exempt certain categories
of protection. If our arbitration agreements were found to be unenforceable, in whole or in part, or specific claims are required to be exempted from
arbitration, we could experience an increase in our costs to litigate disputes and the time involved in resolving such disputes, and we could face increased
exposure to potentially costly lawsuits, each of which could adversely affect our business, financial condition and results of operations.

Our agents are independent contractors, and if federal or state law mandates that they be classified as employees, our business, financial condition,
and results of operations would be adversely impacted.

We recruit agents as independent contractors and are subject to federal regulations and applicable state laws and guidelines regarding independent
contractor classifications. These regulations, laws and guidelines are subject to judicial and agency interpretation. Moreover, such regulations, laws,
guidelines and interpretations continue to evolve. California changed its classification laws effective January 1, 2020 (with a specific carveout for real estate
agents) and the United States Congress and certain states have introduced proposed changes to existing classification law; additionally, the Biden
administration may make additional changes to applicable laws. If our business is found to have misclassified employees as independent contractors, we
could face penalties and have additional exposure under laws regarding employee classification, federal and state tax, workers’ compensation,
unemployment benefits, compensation, overtime, minimum wage, and meal and rest periods. Further, if legal standards for classification of our agents as
independent contractors change or appear to be changing, it may be necessary to modify the compensation structure for our agents, including by paying
additional compensation or reimbursing expenses. We face claims from time to time alleging misclassification of status and it could be determined that the
independent contractor classification is inapplicable to any of our agents. We could also incur substantial costs, penalties and damages due to any such
future challenges by current or former professionals to our classification or compensation practices, including with respect to their status as exempt or
non-exempt employees. Any of these outcomes could result in substantial costs to us, could significantly impair our financial condition and our ability to
conduct our business as currently contemplated, and could damage our reputation and impair our ability to attract agents.

We are subject to a variety of federal and state laws, many of which are unsettled and still developing, and certain of our businesses are highly
regulated. Any failure to comply with such regulations or any changes in such regulations could adversely affect our business.

Our real estate brokerage business, our title and escrow business and the businesses of our agents must comply with RESPA and a variety of similar state
regulations. RESPA and comparable state statutes prohibit providing or receiving payments, or other things of value, for the referral of business to escrow
service providers in connection with the closing of certain real estate transactions such as those involving federally-backed mortgages (under RESPA) or
any residential sale (under certain state regulations). Such laws may to some extent impose limitations on arrangements involving our real estate brokerage,
escrow services, and title agency. RESPA and related regulations do, however, contain a number of provisions that allow for payments or fee splits between
providers if certain requirements are met, including fee splits between title underwriters and agents, brokers and agents, and market-based fees for the
provision of goods or services and marketing arrangements. In addition, RESPA allows for referrals to affiliated entities, when specific requirements have
been met. We rely on these provisions in conducting our business activities and believe our arrangements comply with RESPA. However, RESPA
compliance may become a greater challenge under certain administrations for most industry participants offering escrow services, including brokerages,



because of expansive interpretations of RESPA or similar state statutes by certain courts and regulators. Permissible
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activities under state statutes similar to RESPA may be interpreted more narrowly and enforcement proceedings of those statutes by state regulatory
authorities may also be aggressively pursued. RESPA also has been invoked by plaintiffs in private litigation for various purposes and some state authorities
have also asserted enforcement rights. In addition, title and escrow services are highly regulated. Our title agency services business also is subject to
regulation by insurance and other regulatory authorities in each state in which we provide title insurance. For example, the State of Washington Office of
Insurance Commissioner ordered our Modus Title subsidiary’s insurance producer license revoked as of April 1, 2021. Even though the order was rescinded
as of June 9, 2021 and the license revocation was stayed throughout the appeal process, our title agency services business could be subject to similar types
of actions in the future, which may not be resolved in our favor.

We are also, to a lesser extent, subject to various other rules and regulations such as “controlled business” statutes, which impose limitations on affiliations
between providers of title and escrow services on the one hand, and real estate brokers, mortgage lenders and other real estate service providers on the other
hand, or similar laws or regulations that would limit or restrict transactions among affiliates in a manner that would limit or restrict collaboration among our
businesses.

For certain licenses, we are required to designate individual licensed brokers of record as qualified individuals and/or persons who control and supervise the
operations of applicable licensed entities. Certain licensed entities also are subject to routine examination and monitoring by state licensing authorities. We
cannot assure you that we, or our licensed personnel, are and will remain at all times, in full compliance with state and federal real estate, title insurance and
escrow, and consumer protection laws and regulations, and we may be subject to litigation, government investigations and enforcement actions, fines or
other penalties in the event of any non-compliance. As a result of findings from examinations, we also may be required to take a number of corrective
actions, including modifying business practices and making refunds of fees or money earned. In addition, adverse findings in one state may be relied on by
another state to conduct investigations and impose remedies. If we apply for new licenses, we will become subject to additional licensing requirements,
which we may not be in compliance with at all times. If in the future a state agency were to determine that we are required to obtain additional licenses in
that state in order to operate our business, or if we lose or do not renew an existing license or are otherwise found to be in violation of a law or regulation,
we may be subject to fines or legal penalties, lawsuits, enforcement actions, void contracts or our business operations in that state may be suspended or
prohibited. Our business reputation with consumers and third parties also could be damaged. Compliance with, and monitoring of, these laws and
regulations is complicated and costly and may inhibit our ability to innovate or grow.

Our failure to comply with any of the foregoing laws and regulations may subject us to fines, penalties, injunctions and/or potential criminal violations. Any
changes to these laws or regulations or any new laws or regulations may make it more difficult for us to operate our business and may have a material
adverse effect on our operations.

We are subject to anti-corruption, anti-bribery, anti-money laundering, and similar laws, and non-compliance with such laws can subject us to
criminal or civil liability and harm our business, financial condition, and results of operations.

We are subject to the U.S. Foreign Corrupt Practices Act of 1977, as amended, or the FCPA, U.S. domestic bribery laws, and other anti-corruption and anti-
money laundering laws in the countries in which we conduct business. Anti-corruption and anti-bribery laws have been enforced aggressively in recent
years and are interpreted broadly to generally prohibit companies, their employees, and their third-party intermediaries from authorizing, offering, or
providing, directly or indirectly, improper payments or benefits to recipients in the public or private sector. If we engage in international sales and business
with partners and third-party intermediaries to market our products, we may be required to obtain additional permits, licenses, and other regulatory
approvals. In addition, we or our third-party intermediaries may have direct or indirect interactions with officials and employees of government agencies or
state-owned or affiliated entities. If we engage in international sales and business with the public sector, we can be held liable for the corrupt or other illegal
activities of these third-party intermediaries, our employees, agents, representatives, contractors, and partners, even if we do not explicitly authorize such
activities.

While we have policies and procedures to address compliance with such laws, there is a risk that our employees and agents will take actions in violation of
our policies and applicable law, for which we may be ultimately held responsible. If we further expand internationally, our risks under these laws may
increase. Any such noncompliance with anti-corruption, anti-bribery, or anti-money laundering laws could subject us to whistleblower complaints,
investigations, sanctions, settlements, prosecution, enforcement actions, fines, damages, other civil or criminal penalties or injunctions, and adversely affect
our business, financial condition, and results of operations.

We may be subject to governmental export and import controls that could impair our ability to compete in international markets or subject us to
liability if we violate the controls.

If we expand our brokerage business to international markets, our platform may become subject to U.S. export controls, including the U.S. Export
Administration Regulations. Obtaining the necessary export license or other authorization for a particular sale may be time-consuming and may result in the
delay or loss of sales opportunities. Furthermore, our activities are subject to U.S. economic sanctions laws and regulations administered by the U.S.
Treasury Department’s Office of Foreign Assets Control that prohibit the sale or supply of most products and services to embargoed jurisdictions or
sanctioned parties. Violations of U.S. sanctions or export control regulations can result in significant fines or penalties and possible incarceration for
responsible agents, employees and managers.

Also, various countries, in addition to the United States, regulate the import and export of certain encryption and other technology, including import and
export licensing requirements, and have enacted laws that could limit our ability to operate our platform in those countries. Changes in our platform or
future changes in export and import regulations may impede the introduction of our platform in international markets, prevent our agents with international
clients from using our platform globally or, in some cases, prevent the export or import of our platform to certain countries, governments, or persons
altogether, and may adversely affect our business, financial condition, and results of operations.

Internet law is evolving, and unfavorable changes to, or failure by us to comply with, these laws and regulations could adversely affect our
business, financial condition and results of operations.

We are subject to regulations and laws specifically governing the Internet. The scope and interpretation of the laws that are or may be applicable to our
business are often uncertain, subject to change and may be conflicting. If we incur costs or liability as a result of unfavorable changes to these regulations or
laws or our failure to comply therewith, the business, financial condition and results of operations of our business could be adversely affected. Any costs



incurred to prevent or mitigate this potential liability could also harm our business, financial condition and results of operations.
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Adverse decisions in litigation against companies unrelated to us could impact our business practices and those of our agents in a manner that
adversely impacts our financial condition and results of operations.

Litigation, claims and regulatory proceedings against other participants in the residential real estate or technology industry may impact us when the rulings
in those cases cover practices common to the broader industry. Examples may include claims associated with RESPA compliance, broker fiduciary duties,
and sales agent classification. Similarly, we may be impacted by litigation and other claims against companies in other industries. To the extent plaintiffs
are successful in these types of litigation matters, and we or our agents cannot distinguish our or their practices (or our industry’s practices), we and our
agents could face significant liability and could be required to modify certain business practices or relationships, either of which could materially and
adversely impact our business, financial condition and results of operations.

Risks Related to Our Intellectual Property
Our intellectual property rights are valuable, and any inability to protect them could reduce the value of our products, services and brand.

Our trade secrets, trademarks, copyrights and other intellectual property rights are important assets, and litigation to defend intellectual property can be
expensive and lengthy. Various factors outside of our control also pose a threat to our intellectual property rights, as well as to our products, services and
technologies. For example, we may fail to obtain effective intellectual property protection, or effective intellectual property protection may not be available
in every country in which our products and services are available. Also, the efforts we have taken to protect our intellectual property rights may not be
sufficient or effective, and any of our intellectual property rights may be challenged, which could result in them being narrowed in scope or declared invalid
or unenforceable. Despite our efforts to protect our proprietary rights, there can be no assurance our intellectual property rights will be sufficient to protect
against others offering products or services that are substantially similar to ours and compete with our business or that unauthorized parties may attempt to
copy aspects of our technology and use information that we consider proprietary.

In addition to registered intellectual property rights such as trademark registrations, we rely on non-registered proprietary information and technology, such
as trade secrets, confidential information, know-how and technical information. In order to protect our proprietary information and technology, we rely in
part on agreements with our employees, investors, independent contractors and other third parties that place restrictions on the use and disclosure of this
intellectual property. These agreements may be breached, or this intellectual property, including trade secrets, may otherwise be disclosed or become known
to our competitors, which could cause us to lose any competitive advantage resulting from this intellectual property. To the extent that our employees,
independent contractors or other third parties with whom we do business use intellectual property owned by others in their work for us, disputes may arise
as to the rights in related or resulting know-how and inventions. The loss of trade secret protection could make it easier for third parties to compete with our
products and services by copying functionality. In addition, any changes in, or unexpected interpretations of, intellectual property laws may compromise our
ability to enforce our trade secret and intellectual property rights. Costly and time-consuming litigation could be necessary to enforce and determine the
scope of our proprietary rights, and failure to obtain or maintain protection of our trade secrets or other proprietary information could harm our business,
financial condition, results of operations and competitive position.

We may pursue registration of trademarks and domain names in the United States and in certain jurisdictions outside of the United States. Effective
protection of trademarks and domain names is expensive and difficult to maintain, both in terms of application and registration costs as well as the costs of
defending and enforcing those rights. We may be required to protect our rights in an increasing number of countries, a process that is expensive and may not
be successful or which we may not pursue in every country in which our products and services are distributed or made available. Foreign countries have
different laws and regulations regarding protection of intellectual property, and the protection available in other jurisdictions may not be as effective as that
provided in the United States.

We may be unable to obtain trademark protection for our technologies and brands, and our existing trademark registrations and applications, and any
trademarks that may be used in the future, may not provide us with competitive advantages or distinguish our products and services from those of our
competitors. In addition, our trademarks may be contested, circumvented, or found to be unenforceable, weak or invalid, and we may not be able to prevent
third parties from infringing or otherwise violating them. To counter infringement or unauthorized use of our trademarks, we may deem it necessary to file
infringement claims, which can be expensive and time consuming. Furthermore, because of the substantial amount of discovery required in connection with
intellectual property litigation, there is a risk that some of our confidential information could be compromised by disclosure during this type of litigation. An
adverse outcome in such litigation or proceedings may expose us to a loss of our competitive position, expose us to significant liabilities, or require us to
seek licenses that may not be available on commercially acceptable terms, if at all.

Litigation or proceedings before the U.S. Patent and Trademark Office or other governmental authorities and administrative bodies in the United States and
abroad may be necessary in the future to enforce our intellectual property rights and to determine the validity and scope of the proprietary rights of others.
Efforts to enforce or protect proprietary rights may be ineffective and could result in substantial costs and diversion of resources, which could harm our
business and results of operations.

Our products and services may infringe the intellectual property rights of others, which may cause us to incur unexpected costs or prevent us from
providing our products and services.

We cannot guarantee that our internally developed or acquired systems, technologies and content do not and will not infringe the intellectual property rights
of others. In addition, we use content, software and other intellectual property rights from third parties and may be subject to claims of infringement or
misappropriation if we have failed to obtain appropriate intellectual property licenses from such parties, or such parties do not possess the necessary
intellectual property rights to the products or services they license to our business. We have in the past and may in the future be subject to claims that we
have infringed the copyrights, trademarks, or other intellectual property rights of a third party. Any intellectual property-related infringement or
misappropriation claims, whether or not meritorious, could result in costly litigation and divert management resources and attention. Should we be found
liable for infringement or misappropriation, we may be required to enter into licensing agreements, if available on acceptable terms or at all, pay substantial
damages, limit or curtail our offerings and technologies or take other action, which could harm our business and results of operations. Moreover, we may
need to redesign some of our systems and technologies to avoid future infringement liability. Any of the foregoing could prevent us from competing
effectively and could expose our business to significant liabilities.

48



Table of Contents

We rely on licenses to use the intellectual property rights of third parties which are incorporated into our products and services. Failure to renew
or expand existing licenses may require us to modify, limit or discontinue certain offerings, which could materially affect our business, financial
condition and results of operations.

We rely on products, technologies and intellectual property that we license from third parties for use in our services. We cannot assure that these third- party
licenses, or support for such licensed products and technologies, will continue to be available to us on commercially reasonable terms, if at all. In the event
that we cannot renew and/or expand existing licenses, we may be required to discontinue or limit our use of the products and technologies that include or
incorporate the licensed intellectual property.

We cannot be certain that our licensors are not infringing the intellectual property rights of others or that our suppliers and licensors have sufficient rights to
the technology in all jurisdictions in which we may operate. Some of our license agreements may be terminated by our licensors for convenience. If we are
unable to obtain or maintain rights to any of this technology because of intellectual property infringement claims brought by third parties against our
suppliers and licensors or against us, or if we are unable to continue to obtain the technology or enter into new agreements on commercially reasonable
terms, our ability to develop our services containing that technology could be severely limited and our business could be disrupted or otherwise harmed.
Additionally, if we are unable to obtain necessary technology from third parties, we may be forced to acquire or develop alternate technology, which may
require significant time and effort and may be of lower quality or performance standards. This would limit and delay our ability to provide new or
competitive offerings and increase our costs. If alternate technology cannot be obtained or developed, we may not be able to offer certain functionality as
part of our offerings, which could adversely affect our business, financial condition and results of operations.

Some of our products and services contain open source software, which may pose particular risks to our proprietary software, products, and
services in a manner that could have a negative effect on our business.

We use open source software in our products and services and anticipate using open source software in the future. Some open source software licenses
require those who distribute open source software as part of their own software product to publicly disclose all or part of the source code to such software
product or to make available any derivative works of the open source code on unfavorable terms or at no cost, and we may be subject to such terms. The
terms of certain open source licenses to which our business is subject have not been interpreted by U.S. or foreign courts, and there is a risk that open source
software licenses could be construed in a manner that imposes unanticipated conditions or restrictions on our ability to provide or distribute our products or
services. Additionally, we could face claims from third parties alleging ownership of, or demanding release of, the open source software or derivative works
that we developed using such software, which could include our proprietary source code, or otherwise seeking to enforce the terms of the applicable open
source license. These claims could result in litigation and could require us to make our software source code freely available, purchase a costly license or
cease offering the implicated products or services unless and until it can re-engineer such source code in a manner that avoids infringement. This
re-engineering process could require us to expend significant additional research and development resources, and we may not be able to complete the
re-engineering process successfully. In addition to risks related to license requirements, use of certain open source software can lead to greater risks than use
of third-party commercial software, as open source licensors generally do not provide warranties or controls on the origin of software. Any of these risks
could be difficult to eliminate or manage, and, if not addressed, could have a negative effect on our business, financial condition and results of operations.

Risks Related to Ownership of Our Class A Common Stock

The multi-class structure of our common stock has the effect of concentrating voting power with Robert Reffkin, our founder, Chairman and Chief
Executive Officer, and his financial planning vehicles and affiliated trusts, which will limit your ability to influence the outcome of matters
submitted to our stockholders for approval, including the election of our board of directors, the adoption of amendments to our certificate of
incorporation and bylaws, and the approval of any merger, consolidation, sale of all or substantially all of our assets, or other major corporate
transactions.

Our Class A common stock has one vote per share and our Class C common stock has 20 votes per share. As of November 9, 2021, Robert Reffkin, our
founder, Chairman and Chief Executive Officer, together with his financial planning vehicles and affiliated trusts, hold 9,023,131 shares of Class A
common stock and all of the issued and outstanding shares of Class C common stock. Additionally, our founder holds two performance-based RSU awards
and one time-based RSU award, which vests monthly. Pursuant to the exchange agreement, our founder has a right to require us to exchange any shares of
Class A common stock that he receives upon settlement of his vested RSUs for shares of Class C common stock, which he has elected in connection with
the initial net settlement and future monthly net settlements.

As of November 9, 2021, our founder, together with his financial planning vehicles and affiliated trusts, held approximately 48% of the voting power of our
outstanding capital stock, which voting power may increase over time as our founder’s RSU awards vest and settle and resulting shares of Class A common
stock get exchanged for shares of Class C common stock. If all such awards had been vested, settled and exchanged for shares of Class C common stock as
of November 9, 2021, our founder, together with his financial planning vehicles and affiliated trusts, would have held approximately 68% of the voting
power of our outstanding capital stock. As a result, our founder is able to determine and may significantly influence any action requiring the approval of our
stockholders, including the election of our board of directors, the adoption of amendments to our certificate of incorporation and bylaws, and the approval
of any merger, consolidation, sale of all or substantially all of our assets, or other major corporate transaction. Our founder may have interests that differ
from yours and may vote in a way with which you disagree and which may be adverse to your interests. This concentrated control may have the effect of
delaying, preventing, or deterring a change in control of our company, could deprive our stockholders of an opportunity to receive a premium for their
capital stock as part of a sale of our company, and might ultimately affect the market price of our Class A common stock.

Future transfers by the holders of Class C common stock will generally result in those shares automatically converting into shares of Class A common
stock, subject to limited exceptions, such as certain transfers effected for estate planning or other transfers by our founder. In addition, each share of Class C
common stock will convert automatically into one share of Class A common stock upon the earlier of (i) the date fixed by our board of directors that is no
less than 61 days and no more than 180 days following the first date on which the number of shares of our Class C common stock held by our founder, his
permitted entities and permitted transferees is less than 50% of the number of shares of Class C common stock held by our founder, permitted transferees
and permitted entities as of the date of the effectiveness of our IPO registration statement; (ii) the date fixed by our board of directors that is no less than 61
days and no more than 180 days following the first date that both (A) our founder is no longer providing services to us as
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an officer, employee or consultant and (B) our founder is no longer a member of our board of directors as a result of a voluntary resignation by our founder
or as a result of a written request or agreement by our founder not to be renominated as a member of our board of directors at a meeting of our stockholders;
(iii) the date fixed by our board of directors that is no less than 61 days and no more than 180 days following the date on which our founder is terminated for
cause (as defined in our restated certificate of incorporation); (iv) the date that is 12 months after the death or disability (as defined in our restated certificate
of incorporation) of our founder; (v) two days prior to the date specified in writing upon which our shares of capital stock will be included on the S&P 500
index following written notice and confirmation from Standard & Poor’s of such specified date and; (vi) the date specified by the affirmative vote of the
holders of our Class C common stock not representing less than two-thirds (2/3) of the voting power of the outstanding shares of our Class C common
stock, voting separately as a single class; or (vii) seven years from the date of the effectiveness of our IPO registration statement. However, until one of
these triggering events occurs, voting power will be concentrated with our founder and his financial planning vehicles and affiliated trusts.

We cannot predict the effect our multi-class structure may have on the market price of our Class A common stock.

We cannot predict whether our multi-class structure will result in a lower or more volatile market price of our Class A common stock, in adverse publicity,
or other adverse consequences. For example, certain index providers have announced restrictions on including companies with multi-class share structures
in certain of their indices. In July 2017, FTSE Russell announced that it plans to require new constituents of its indices to have greater than 5% of the
company’s voting rights in the hands of public stockholders, and S&P Dow Jones announced that it will no longer admit companies with multi-class share
structures to certain of its indices. Affected indices include the Russell 2000 and the S&P 500, S&P MidCap 400, and S&P SmallCap 600, which together
make up the S&P Composite 1500. Also in 2017, MSCI, a leading stock index provider, opened public consultations on their treatment of no-vote and
multi-class structures and temporarily barred new multi-class listings from certain of its indices and in October 2018, MSCI announced its decision to
include equity securities “with unequal voting structures” in its indices and to launch a new index that specifically includes voting rights in its eligibility
criteria. However, pursuant to our restated certificate of incorporation, each share of our Class C common stock will convert into one share of our Class A
common stock two days prior to the date specified in writing upon which our shares of capital stock will be included on the S&P 500 index following
written notice and confirmation from Standard & Poor’s of such specified date and inclusion. Under such announced policies, the multi-class structure of
our common stock would make us ineligible for inclusion in certain indices and may discourage such indices from selecting us for inclusion,
notwithstanding this automatic termination provision. As a result, mutual funds, exchange-traded funds, and other investment vehicles that attempt to track
those indices would not invest in our Class A common stock. It is unclear what effect, if any, these policies will have on the valuations of publicly-traded
companies excluded from such indices, but it is possible that they may depress valuations, as compared to similar companies that are included. Given the
sustained flow of investment funds into passive strategies that seek to track certain indices, exclusion from certain stock indices would likely preclude
investment by many of these funds and could make our Class A common stock less attractive to other investors. As a result, the market price of our Class A
common stock could be adversely affected.

The trading price of the shares of our Class A common stock is likely to be volatile, and purchasers of our Class A common stock could incur
substantial losses.

Technology and real estate stocks historically have experienced high levels of volatility. The trading price of our Class A common stock may fluctuate
substantially. These fluctuations could cause you to incur substantial losses, including all of your investment in our Class A common stock. Factors that
could cause fluctuations in the trading price of our Class A common stock include the following:

. significant volatility in the market price and trading volume of technology companies in general and of companies in the real estate
technology industry in particular;

. changes in mortgage interest rates;

. variations in the housing market, including seasonal trends and fluctuations;

. announcements of new solutions, commercial relationships, acquisitions, or other events by us or our competitors;
. price and volume fluctuations in the overall stock market from time to time;

. changes in how agents perceive the benefits of our platform and future offerings;

. the public’s reaction to our press releases, other public announcements, and filings with the SEC;

. fluctuations in the trading volume of our shares or the size of our public float;

. sales of large blocks of our common stock;

. actual or anticipated changes or fluctuations in our results of operations or financial projections;

. changes in actual or future expectations of investors or securities analysts;

. litigation involving us, our industry, or both;

. governmental or regulatory actions or audits;

. regulatory developments applicable to our business, including those related to privacy in the United States or globally;
. general economic conditions and trends;

. major catastrophic events in our markets; and

. departures of key employees.

In addition, if the market for technology or real estate stocks, or the stock market, in general, experiences a loss of investor confidence, the trading price of
our Class A common stock could decline for reasons unrelated to our business, financial condition or results of operations. The trading price of our Class A
common stock might also decline in reaction to events that affect other companies in the real estate or technology industries even if these events do not
directly affect us. In the past, following periods of volatility in the market price of a company’s securities, securities class action litigation has often been
brought against that company.
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If securities or industry analysts do not publish research or publish unfavorable research about our business, our stock price and trading volume
could decline.

The trading market for our Class A common stock will, to some extent, depend on the research and reports that securities or industry analysts publish about
us or our business. We do not have any control over these analysts. If one or more of the analysts who cover us should downgrade our shares, change their
opinion of our business prospects or publish inaccurate or unfavorable research about our business, our share price may decline. If one or more of these
analysts who cover us ceases coverage of our company or fails to regularly publish reports on us, we could lose visibility in the financial markets, which
could cause our share price or trading volume to decline.

We may need to raise additional capital to continue to grow our business and we may not be able to raise additional capital on terms acceptable to
us, or at all.

Growing and operating our business, including through the development of new and enhanced products and adjacent services and expansion into new
markets, may require significant cash outlays, liquidity reserves and capital expenditures. If cash on hand, cash generated from operations and cash
equivalents and investment balances are not sufficient to meet our cash and liquidity needs, we may need to seek additional capital and we may not be able
to raise the necessary cash on terms acceptable to us, or at all. Financing arrangements we pursue or assume may require us to grant certain rights, take
certain actions, or agree to certain restrictions that could negatively impact our business. If additional capital is not available to us on terms acceptable to us
or at all, we may need to modify our business plans, which would harm our ability to grow our operations.

Sales of substantial amounts of our Class A common stock in the public markets, or the perception that they might occur, could cause the market
price of our Class A common stock to fluctuate or make it more difficult for you to sell your Class A common stock at a time and price that you
deem appropriate.

All of the shares of Class A common stock sold in our IPO are freely tradable without restrictions or further registration under the Securities Act of 1933, as
amended, or the Securities Act, except for any shares held by our affiliates as defined in Rule 144 under the Securities Act (including shares purchased by
our affiliates in the IPO). All shares of Class A common stock issued prior to our IPO were subject to the lock-up agreement or market stand-off agreements
until September 27, 2021 when our lock-up period had expired. Upon expiration of the lock-up and market stand-off agreements, a higher number of sales
of our Class A common stock than usual took place in the public market and the market price of our Class A common stock fluctuated. Future sales of a
substantial amounts of our Class A common stock, particularly sales by our directors, executive officers or principal stockholders, or the perception that
such sales might occur in the future, could cause the market price of our Class A common stock to fluctuate or make it more difficult for you to sell your
Class A common stock at a time and price that you deem appropriate.

Provisions in our charter documents and under Delaware law could make an acquisition of us, which may be beneficial to our stockholders, more
difficult and may limit attempts by our stockholders to replace or remove our current management.

Provisions in our restated certificate of incorporation and amended and restated bylaws may have the effect of delaying or preventing a merger, acquisition
or other change in control of our company that the stockholders may consider favorable. In addition, because our board of directors is responsible for
appointing the members of our management team, these provisions may frustrate or prevent any attempts by our stockholders to replace or remove our
current management by making it more difficult for stockholders to replace members of our board of directors. Among other things, our restated certificate
of incorporation and amended and restated bylaws include provisions that:

. provide that our board of directors is classified into three classes of directors with staggered three-year terms;

. permit the board of directors to establish the number of directors and fill any vacancies and newly-created directorships;

. require super-majority voting to amend some provisions in our restated certificate of incorporation and restated bylaws;

. authorize the issuance of “blank check” preferred stock that our board of directors could use to implement a stockholder rights plan;

. provide that only our chief executive officer, chairperson of our board of directors or a majority of our board of directors are authorized to call

a special meeting of stockholders;

. eliminate the ability of our stockholders to call special meetings of stockholders;
. prohibit cumulative voting;
. provide that directors may only be removed “for cause” and only with the approval of the holders of at least two-thirds of the voting power of

the then outstanding capital stock;

. prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;
. provide that the board of directors is expressly authorized to make, alter, or repeal our bylaws; and
. establish advance notice requirements for nominations for election to our board of directors or for proposing matters that can be acted upon by

stockholders at annual stockholder meetings.

Moreover, Section 203 of the Delaware General Corporation Law, or DGCL, may discourage, delay, or prevent a change in control of our company.
Section 203 imposes certain restrictions on mergers, business combinations, and other transactions between us and holders of 15% or more of our common
stock.

Our restated certificate of incorporation and amended and restated bylaws contain exclusive forum provisions for certain claims, which may limit
our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, or employees .

Our restated certificate of incorporation provides that the Court of Chancery of the State of Delaware, to the fullest extent permitted by law, will be the
exclusive forum for any derivative action or proceeding brought on our behalf, any action asserting a breach of fiduciary duty, any action asserting a claim
against us arising pursuant to the DGCL, our restated certificate of incorporation, or our restated bylaws, or any action asserting a claim against us that is



governed by the internal affairs doctrine.

Moreover, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all claims brought to enforce any duty or liability
created by the Securities Act or the rules and regulations thereunder. Our restated certificate of incorporation provides that the federal district
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courts of the United States will be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act, or Federal
Forum Provision. Our decision to adopt a Federal Forum Provision followed a decision by the Supreme Court of the State of Delaware holding that such
provisions are facially valid under Delaware law. While there can be no assurance that federal or state courts will follow the holding of the Delaware
Supreme Court or determine that the Federal Forum Provision should be enforced in a particular case, application of the Federal Forum Provision means
that suits brought by our stockholders to enforce any duty or liability created by the Securities Act must be brought in federal court and cannot be brought in
state court. Section 27 of the Exchange Act creates exclusive federal jurisdiction over all claims brought to enforce any duty or liability created by the
Exchange Act or the rules and regulations thereunder, and the Federal Forum Provision will apply, to the fullest extent permitted by law, to suits brought to
enforce any duty or liability created by the Exchange Act. Accordingly, actions by our stockholders to enforce any duty or liability created by the Exchange
Act or the rules and regulations thereunder must be brought in federal court, to the fullest extent permitted by law.

Our stockholders will not be deemed to have waived our compliance with the federal securities laws and the regulations promulgated thereunder. Any
person or entity purchasing or otherwise acquiring or holding any interest in any of our securities shall be deemed to have notice of and consented to our
exclusive forum provisions, including the Federal Forum Provision. These provisions may limit a stockholders’ ability to bring a claim in a judicial forum
of their choosing for disputes with us or our directors, officers, or employees, which may discourage lawsuits against us and our directors, officers, and
employees. Alternatively, if a court were to find the choice of forum provision contained in our restated certificate of incorporation or restated bylaws to be
inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in other jurisdictions, which could harm our
business, financial condition, and results of operations.

Because we do not anticipate paying any cash dividends on our Class A common stock in the foreseeable future, capital appreciation, if any, will be
your sole source of gains.

We have never declared or paid any dividends on our common stock. We currently intend to retain any earnings to finance the operation and expansion of
our business, and we do not anticipate paying any cash dividends in the foreseeable future. Any determination to pay dividends in the future will be at the
discretion of our board of directors. In addition, the terms of our future debt agreements, if any, may prevent us from paying dividends. As a result, you may
only receive a return on your investment in our Class A common stock if the market price of our Class A common stock increases.

We will incur increased costs as a result of operating as a public company, and our management is required to devote substantial time to
compliance with our public company responsibilities and corporate governance practices.

We will incur increased costs as a result of operating as a public company, and our management will devote substantial time to new compliance initiatives.
We will incur significant legal, accounting and other expenses that we did not incur as a private company. As a public company, we are subject to the
reporting requirements of the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, as well as rules
adopted, and to be adopted, by the SEC and the New York Stock Exchange. Our management and other personnel will need to devote a substantial amount
of time to these compliance initiatives and may not effectively or efficiently manage our transition into a public company. Moreover, we expect these rules
and regulations to substantially increase our legal and financial compliance costs and to make some activities more time- consuming and costly. For
example, we expect these rules and regulations to make it more difficult and more expensive for us to obtain director and officer liability insurance and we
may be forced to accept reduced policy limits or incur substantially higher costs to maintain the same or similar coverage. We cannot predict or estimate the
amount or timing of additional costs we may incur to respond to these requirements. The impact of these requirements could also make it more difficult for
us to attract and retain qualified persons to serve on our board of directors, our board committees or as executive officers.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
(a) Unregistered Sales of Equity Securities
None during the period of July 1, 2021 through September 30, 2021.

(b) Use of Proceeds

During April 2021, we completed our IPO, in which we sold 26,296,438 shares of our Class A common stock at a public offering price of $18.00 per share.
We raised $449.7 million from the IPO, net of the underwriting discount and before offering costs of approximately $11.0 million. We have used a portion
of the net proceeds and intend to use the remainder of the net proceeds, from our IPO for working capital and other general corporate purposes, which may
include research and development, sales and marketing activities, general and administrative matters, and capital expenditures. We may also use a portion of
the proceeds for the acquisition of, or investment in, technologies, solutions, or businesses that complement our business.

The representatives of the underwriters of our IPO were Goldman Sachs & Co. LLC and Morgan Stanley & Co. LLC. No payments were made by us to
directors, officers, or persons owning ten percent or more of our common stock or to their associates, or to our affiliates, other than payments in the ordinary
course of business to officers for salaries and to non-employee directors pursuant to our director compensation policy.
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ITEM 6. EXHIBITS.

Incorporated by Reference Filed or
Exhibit Filing  pyrnished
Number Description Form File No. Exhibit  Date Herewith
31.1 Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14 (a) X

under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act 0f 2002.

31.2 Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) X
under the Securities Exchange Act of 1934. as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1%* Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as X
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2% Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350. as X
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS Inline XBRL Instance Document (the instance document does not appear in the X
Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document).

101.SCH Inline XBRL Taxonomy Extension Schema Document.

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document.

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document.

T T

104 Cover Page Interactive Data File (formatted as inline XBRL and contained in
Exhibit 101).

*  The certifications furnished in Exhibits 32.1 and 32.2 hereto are deemed to accompany this Form 10-Q and are not deemed “filed” for purposes of
Section 18 of the Exchange Act, or otherwise subject to the liability of that section, nor shall they be deemed incorporated by reference into any filing
under the Securities Act or the Exchange Act.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

Date: November 12, 2021
COMPASS, INC.

By: /s/ Robert Reffkin

Robert Reffkin
Chairman and Chief Executive Officer
(Principal Executive Officer)

By: /s/ Kristen Ankerbrandt

Kristen Ankerbrandt
Chief Financial Officer
(Principal Financial Officer)



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
RULE 13a-14(a) OR 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert Reftkin, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Compeass, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared,

b.  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 12, 2021

By: /s/ Robert Reffkin
Robert Reftkin
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO
RULE 13a-14(a) OR 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Kristen Ankerbrandt, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Compeass, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared,

b.  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 12, 2021

By: /s/ Kristen Ankerbrandt
Kristen Ankerbrandt
Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

1, Robert Reffkin, Chief Executive Officer of Compass, Inc. (the “Company”), do hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. the Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended September 30, 2021 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. the information contained in the Report fairly presents, in all material respects, the financial condition, and results of operations of the Company.
Date: November 12, 2021

By: /s/ Robert Reffkin
Robert Reftkin
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

1, Kristen Ankerbrandt, Chief Financial Officer of Compass, Inc. (the “Company”), do hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. the Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended September 30, 2021 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. the information contained in the Report fairly presents, in all material respects, the financial condition, and results of operations of the Company.
Date: November 12, 2021

By: /s/ Kristen Ankerbrandt
Kristen Ankerbrandt
Chief Financial Officer
(Principal Financial Officer)




