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The following are certain risk factors that could affect our business, results of operations, financial pesitien-condition and
prospects results-efoperations-. Although the risks are organized by headings and each risk is described separately, many of the
risks are interrelated. The risks that we have highlighted in the following section of this report are not the only ones that we face.
Our business involves various risks and uncertainties as well as those associated with the general business and insurance
industry environments. Investing in our Class A common stock involves a high degree of risk. You should carefully consider the
followmg risks, together with all of the other information contained in this Annual Report on Form 10- K, before deciding to
invest in our Class A common stock. Our business, results of operations, financial condition yresults-efeperations-or prospects
could be materially and adversely affected by any of these risks or uncertainties, as well as by risks or uncertainties not currently
known to us, or that we do not currently believe are material. In that case, the trading price of our Class A common stock could
decline, and you may lose all or part of your investment. Risks Related to Our Business We have a history of net losses and
could eentintie-to-incur substantial net losses in the future. We may not be able to grow or achieve or maintain profitability in the
future. We have-incurred net losses on an annual basis stree-from our incorporation in 2015 through the second quarter of
2024 , and we may incur significant net losses in the future. We incurred net losses of $ 147. 4 million ;-and $ 297. 7 mitkien
and-$-524+—+-million for the years ended December 31, 2023 and 2022 and2024-, respectively. We-While we recorded a net
profit of $ 30. 9 million for 2024, we had an accumulated loss of $ 1, 681. 9 million and $ 1, 715. 2 million and-$4-567-%
mithen-as of December 31, 2623-2024 and December 31, 2022-2023 | respectively. The principal driver of our historical losses
has been te-date-ts-our loss ratios associated with acc1dents by our customers. As a newer and historically high growth- focused
full- stack insurance company, we have a higher proportion of new customers and / or customers who are inclined to more
regularly shop for insurance relative to longer- tenured insurance companies. This higher proportion of new and shopper
customers typically generates proportionately greater losses, thus impacting our loss ratio. Like with other more- tenured
insurance companies, over time we expect a greater proportion of all customers will be renewal customers. Establishing
adequate premium rates is necessary, together with investment income, if any, to generate sufficient revenue to offset losses, loss
adjustment expenses, or LAE, and other costs. When we do not accurately assess the risks that we underwrite, the premiums that
we charge may not be adequate to cover our losses and expenses, which adversely affects our results of operations and our
profitability. We-expeet-Despite posting a net profit for 2024, our accumulated net loss may te-eentime-to-increase as we
continue to make investments in the development and expansion of our business or if we suffer adverse business results .
Expenses in the areas of building embedded-partnership products, telematics, digital marketing, brand advertising, consumer-
facing technologies, core insurance operations services and lines of insurance not presently offered by Root contribute to net
losses. We have in the past encountered, and sre=will continue to encounter, unforeseen or unpredictable factors, including ,
but not limited to, clevated operating expenses, complications or delays, or other losses (for example, litigation losses), which
have and may in the future result in increased costs, contributing to our net losses and impacting our ability to grow. It is
difficult to predict the size and growth rate of our market, demand for our services and success of current or potential future
competitors and our investments to grow our business may not result in increased or sufficient revenue or growth for several
years or at all. Additionally, we will continue to incur significant expenses in connection with the repayment of the outstanding
principal and accrued interest on our Amended term-Term toan-Loan (as defined herein) ., and we will also incur significant
legal, accounting and other expenses as a public company. Our limited operating history makes it difficult to evaluate our
current business and our future prospects. While our revenue has grown in some recent periods and contracted in others, our
historic growth rate may not be sustainable. With changes to our focus areas of growth, our historic growth rates should not be
considered indicative of future performance, and we may not realize sufficient revenue to aehieve-er-maintain profitability.
Revenue growth rates may slow in future periods due to a number of reasons including increased competition and market
changes . We may choose to preserve capital, change our focus areas of growth, reinvest in the business, or encounter
unforeseen or unpredictable factors, which may , and in some cases will, result in increased operating expenses, other losses,
complications or delays slowing demand for our serviee-services , increasing competition, a decrease in the growth of our
overall market, and our failure to capitalize on growth opportunities or the maturation of our business. If we fail to manage our
losses or to grow our revenue sufficiently to keep pace with our investments and other expenses, our business will be seriously
harmed and we may not aehieve-er-maintain profitability in future periods. We may lose existing customers or fail to acquire
new customers, including through our partnership channel, and our future growth and profitability depend in part on our ability
to successfully operate in an insurance industry that is highly competitive. If we are unable to maintain the levels of customer
service or continue technological innovation and improvements, our prospects for future growth may be materially adversely
affected. If we lose customers, our value will diminish. In addition, we may fail to accurately predict risk segmentation of new
customers or potential customers, which could also reduce our profitability. While our loss performance has generally improved
over time, loss performance is influenced by a number of factors, including inflation, and as more customers renew their policies
and remain policyholders for longer, a future loss of customers could lead to higher loss ratios or loss ratios that cease to
decline, which would adversely impact our profitability. Further, our ability to attract and retain customers depends, in part, on
our ability to successfully expand geographically, grow our business in the markets we currently serve, expand into new lines of
business and offer additional products beyond automobile ;-and renters and-hemeewners-insurance. Expanding into new
geographic markets takes time, places us in unfamiliar competitive and regulatory environments, requires us to navigate and



comply with extensive regulations and may occur more slowly than we expect orthan-ithas-oeeurred-in-the-past-and we may
be unsuccessful at expanding nationwide . Further, the insurance industry in which we operate is highly competitive. Many of

our primary competitors have well- established national brands and market similar products. Our competitors include large
national insurance companies, as well as up- and- coming companies and new market entrants in the insurtech industry, some of
which also utilize telematics and offer forms of usage- based insurance. Several of these established national insurance
companies are larger than us and have significant competitive advantages over us, including better name recognition, higher
financial ratings, greater resources, additional access to capital, and more types of insurance coverage to offer, such as health
and life. In particular, many of our competitors offer consumers the ability to purchase multiple types of insurance coverage and
“bundle ” them together inte-for discounts under one policy and, in certain circumstances, include an umbrella liability policy
for additional coverage at competitive prices. As-To the extent we expand into new lines of business and offer additional
products, we eerdd-will face intense competition from traditional insurance companies that are already established in such
markets. Our business model and technology are still naseent-developing compared to the established business models of the
well- established incumbents in the insurance market. Our success in the automobile insurance market depends on our deep
understanding of this industry. To penetrate new vertical markets, we will need to develop a deep understanding of those new
markets and the associated business challenges faced by participants in them. Developing this level of understanding may
require-requires substantial investments of time and resources, and we may not be successful. In addition to the need for
substantial resources, insurance regulation could limit our ability to introduce new product offerings. New insurance products
could take an extended amount of time to be approved by regulatory authorities or may not be approved at all. If we fail to
penetrate new vertical markets successfully, our revenue may grow at a slower rate than-we-antieipate-, and our business, results
of operations and-, financial condition and prospects could be materially adversely affected. We have invested in growth
strategies by utilizing unique customer value propositions, differentiated product offerings and distinctive advertising
campaigns. In addition, we have invested in and are actively attempting to expand our partnership channel, including our
embedded insurance offering and our independent agent platform . [f we are unsuccessful through these strategies in
generating new business, retaining a sufficient number of customers or retaining or acquiring key relationships, our ability to
maintain or increase premiums written or the ability to sell our products eetdé-will be adversely impacted. Because of the
competitive nature of the insurance industry, there can be no assurance that we will continue to compete effectively within our
industry, or that competitive pressures will not have a material effect on our business, results of operations s, financial
condition and prospects . If we fail to remain competitive on customer experience, pricing, and insurance coverage options, our
ability to grow our business may-will also be adversely affected. There are many other factors that could negatively affect our
ability to maintain or grow our customer base, including if: * we fail to offer new and competitive products, or fail to maintain or
obtain regulatory approvals necessary for expansion into new markets or in relation to our products (such as underwriting and
rating requirements); ¢ we fail to realize profits, retain customers, contract with additional partners to utilize products, or achieve
other benefits related to our partnerships— partnership channel , including our embedded insurance offering and our
independent agent platform ; - we fail to effectively use search engines, social media platforms, digital app stores, content-
based online advertising, and other online sources for generating traffic to our website and our mobile app; ¢ our digital platform
experiences disruptions; technical or other problems frustrate the customer experience, particularly if those problems prevent us
from generating quotes or paying claims in a fast and reliable manner; we fail to provide effective updates to our existing
products or to keep pace with technological improvements in our industry; or customers have difficulty installing, updating or
otherwise accessing our app or website on mobile devices or web browsers as a result of actions by us or third parties; * we
suffer reputational harm to our brand including from negative publicity, whether accurate or inaccurate; * customers are unable
or unwilling to adopt or embrace new technology or the perception emerges that purchasing insurance products online is not as
effective as purchasing those products through traditional offline methods; or * we experience cybersecurity events-incidents or
are unable to address customer concerns regarding the content, privacy, and security of our digital platform and our customers’
information . Our inability to overcome these challenges eewte-will impair our ability to attract new customers and retain
existing customers and could have a material adverse effect on our business, operating results and financial condition. We may
require additional capital to support business growth or to satisfy our regulatory capital and surplus requirements, and this
capital might not be available on acceptable terms, if at all. We intend to continue to make investments to support our business
growth and-may-which will require additional-us to use funds to respond to business challenges, including the need to develop
new features and products or enhance our existing products and services, satisfy our regulatory capital and surplus requirements,
cover losses, improve our operating infrastructure or acquire complementary businesses and technologies. Many factors will
affect our capital needs as well as their amount and timing, including our growth and profitability, regulatory requirements,
market disruptions and other developments. If our present capital and surplus is insufficient to meet our current or future
operating requirements, including regulatory capital and surplus requirements, or to cover losses, we may need to raise
additional funds through financings or curtail our growth. We evaluate financing opportunities from time to time, and our ability
to obtain financing will depend, among other things, on our development efforts, business plans and operating performance, as
well as the condition of the capital markets at the time we seek financing. We cannot be certain that additional financing will be
available to us on favorable terms, or at all. If we raise additional funds through future issuances of equity or convertible debt
securities, our existing stockholders could suffer significant dilution, and any new equity securities we issue could have rights,
preferences and privileges superior to those of holders of Class A common stock. Further, if the trading price of our Class A
common stock remains-is depressed or declines farther-, the potential magnitude of this dilution will increase. As an insurance
company, we are subject to extensive laws and regulations in every jurisdiction in which we conduct business, and any such
issuances of equity or convertible debt securities to secure additional funds may be impeded by regulatory approvals or
requirements imposed by such regulatory authorities if such issuances are deemed to result in a person acquiring “ control ”” of



our company under applicable insurance laws and regulations. Such regulatory requirements may require potential investors to
disclose their organizational structure and detailed financial statements as well as require managing partners, directors and / or
senior officers to submit biographical affidavits which may deter investment in our company. Further, we are restricted by
covenants in our Amended Term Loan {as-defined-herein)-. These covenants restrict, among other things, our ability to incur
additional debt without lender consent or grant liens over our assets, which may limit our ability to obtain additional funds. We
rely on telematics, mobile technology and our digital platform to collect data points that we evaluate in pricing and underwriting
our insurance policies, managing claims and customer support, and improving business processes. To the extent regulators
prohibit or restrict our collection or use of this data, our business eewtd-will be harmed. We use telematics, mobile technology
and our digital platform to collect data points that we evaluate in pricing and underwriting certain of our insurance policies,
managing claims and customer support, and improving business processes. Our business model is dependent on our ability to
collect , obtain or use driving behavior data and utilize telematics. If legislation or judicial or regulatory intervention were to
restrict our ability to collect or use driving behavior data, it eetdd-would impair our capacity to underwrite insurance cost
effectively, negatively impacting our revenue and earnings. Further firadditierr, if federal, state or international regulators were
to determme that the type of data we collect or obtain , the process we use for collectlng or obtalmng this data or how we use

thlq data is unfalrly dlscrlmmatory or otherwise v1olates one or more laws, our ability to collect, obtain and use thls data
will be seriously impaired . Due to Proposition 103 in California, we are currently limited in our ability to use telematics data
beyond miles- driven to underwrite insurance, including data on how the car is driven. This has significantly hindered our ability
to offer cost- competitive insurance policies in California and , if other states were to pass similar laws or regulations, eetld
would impede our ability to offer insurance policies in et-her—those states H-they-were-to-pass-simtlarlaws-orregulations-.
Although there is currently limited federal and state legislation outside of California restricting our ablhty to collect driving
behavior data, private organizations are implementing principles and guidelines to protect driver privacy. The Alliance of
Automobile Manufacturers and Global Automakers established their Consumer Privacy Protection Principles to provide member
automobile manufacturers with a framework with which to consider privacy and build privacy into their products and services
while the National Automobile Dealers Association has partnered with the Future of Privacy Forum to produce consumer
education guidelines that explain the kinds of information that may be collected by consumers’ cars, the guidelines that geverns
- govern how it is collected and used, and the options consumers may have to protect their vehicle data. The Global Alliance for
Vehicle Data Access is another organization that was formed to advocate for driver ownership of all vehicle data, particularly
for insurance underwriting purposes. If federal or state legislators pass laws limiting our ability to collect or ebtain driver data,
particularly through driver’ s smartphones, such legislation eetdd-would have a material adverse effect on our business, results
of operations, financial condition and prospects. In 2024, news reports about certain automobile manufacturers’
collection of driving behavioral data, and the means of obtaining consent or-for the same, and the subsequent sale of this
vehicle- derived telematics data to third- party brokers, and then eventually to insurers, drew national attention. State
attorneys general and private litigants initiated investigative activities and litigation against certain of these
manufacturers and brokers. If consumer sentiment, legislation, litigation, or a combination of these, were to materially
impact our ability to collect, obtain and use telematics data, it would have a material adverse effect on our business,
results of operations , financial condition and prospects . Some regulators have expressed interest in the use of external data
sources, algorithms and / or predictive models in insurance underwriting or rating. Specifically, regulators have raised questions
about the potential for unfair discrimination , adequacy of consent and lack of transparency associated with the use of external
consumer data. A determination by federal or state regulators that the data points we collect or obtain and the process we use
for collecting or obtaining data unfairly discriminates against a protected class of people could subject us to fines and other
sanctions, including, but not limited to, disciplinary action, revocation and suspension of licenses, regulatory fines and other
sanctions, and withdrawal of product forms. Any such event could, in turn, materially and adversely affect our business, results
of operations, financial condition srestahts-efeperations-and prospects. Although we have implemented policies and procedures
into our business operations that we feel are appropriately calibrated to our machine learning and automation- driven operations,
these policies and procedures may prove inadequate to manage our use of this nascent technology, resulting in a greater
likelihood of inadvertent legal or compliance failures. Regulators may also require us to disclose the external data we use from
third parties , algorithms and / or predictive models prior to approving our underwriting models and rates. Such disclosures , if
mandated, could put our intellectual property at risk . While we take steps to protect our intellectual property when seeking
approvals as required from regulators, and in responding to periodic requests for information and examinations, certain
regulators have already sought such information to a limited extent, and we cannot assure you that our intellectual
property will be protected in all instances . Additionally, existing laws, future laws, and evolving attitudes about privacy
protection may impair our ability to collect, obtain, use, and maintain data points of sufficient type or quantity to develop and
train our algorithms. If such laws or regulations were enacted federally or in a large number of states in which we operate, it
eowtd-would impact the integrity and quality of our pricing and underwriting processes , as it already has in California . We
may fail to maintain an effective partnership channel offering, including our embedded insurance product and our independent
agent platform and / or fail to perform under the associated commercial arrangements. We entered into a commercial agreement
with Carvana on October 1, 2021, in which the parties agreed to develop an integrated automobile insurance solution for
Carvana’ s online car buying platform, and we pay commissions to Carvana for insurance policies purchased by Carvana
customers. The commercial agreement includes exclusivity rights to offer automobile insurance on Carvana’ s platform, and we
will partner exclusively with Carvana for an enterprise total loss replacement vehicle solution. In addition, we are a party to and
are pursuing commercial arrangements with other potential partners with varying levels of integration, including utilization of an
embedded insurance offering. If we or our commercial counterparties, including Carvana, are unable to satisfy obligations under



commercial arrangements, if we are unable to maintain effective partnership arrangements, including an embedded insurance
product and our independent agent platform , if we are unable to contract with additional partners to utilize these products, or
if our partners experience difficulty with their businesses or if they or we are unable to attract insurance customers, that could
have a material and adverse effect on our business, results of operations, financial condition and prospects results-ofoperations
. We depend on search engines, social media platforms, digital app stores, content- based online advertising and other online
sources to attract consumers to our website and our mobile app both rapidly and cost- effectively. If these third parties change
their listings or increase their pricing, if our relationships with them deteriorate or terminate, or if other factors related to these
third parties arise which are beyond our control, we may be unable to attract new customers rapidly and cost- effectively, which
would adversely affect our business and-, results of operations and prespects . Our success depends on our ability to attract
consumers to our website and mobile app and convert them into customers in a rapid and cost- effective manner through our
mobile app. We depend in large part on search engines, social media platforms, digital app stores, content- based online
advertising and other online sources for traffic to our website and our mobile app, which are material sources for new
consumers. With respect to search engines, we are included in search results as a result of both paid search listings, where we
purchase specific search terms that result in the inclusion of our advertisement, and free search listings, which depend on
algorithms used by search engines. For paid search listings, if one or more of the search engines or other online sources on
which we rely modifies or terminates its relationship with us, etr-expenses-eould-rise-if-we have to pay a higher price for such
listings or if the alternatives we find are more expensive, our expenses have in the past and would again rise, or we could
lose consumers and traffic to our website, any of which could have a material adverse effect on our business, results of
operations ane-, financial condition and prospects . For free search listings, if search engines on which we rely for algorithmic
listings modify their algorithms, our websites— website may appear less prominently or not at all in search results, which could
result in reduced traffic to our websites— website ;-and our mobile app and fewer new customers. Our ability to maintain or
increase the number of consumers who purchase our products after being directed to our website or our mobile app from other
digital platforms depends on many factors that are not within our control. Search engines, social media platforms and other
online sources often revise their algorithms and introduce new advertising products. If one or more of the search engines or
other online sources on which we rely for traffic to our website and our mobile app were to modify its general methodology for
how it displays our advertisements or keyword search results, resulting in fewer consumers clicking through to our website and
our mobile app, our business and operating results will are-likelyte-suffer. In addition, if our online display advertisements are
no longer effective or are not able to reach certain consumers due to consumers’ use of ad- blocking software, our business and
operating results eeuld-will suffer. Additionally, changes in regulations could limit the ability of search engines and social
media platforms, including but not limited to Google and Facebook, to collect data from users and engage in targeted
advertising, making them less effective in disseminating our advertisements to our target customers. For example, the proposed
Designing Accounting Safeguards to Help Broaden Oversight and Regulations on Data, or DASHBOARD, Act would mandate
annual disclosure to the SEC of the type and “ aggregate value ” of user data used by harvesting companies, such as Facebook,
Google and Amazon, including how revenue is generated by user data and what measures are taken to protect the data. If the
costs of advertising on search engines and social media platforms increase, we may-have in the past and will again incur
additional marketing expenses or-and be required to allocate a larger portion of our marketing spend to other channels and our
business and operating results could be adversely affected. Similarly, changes to regulations applicable to the insurance
brokerage and distribution business may limit our ability to rely on key distribution platforms, such as the Root API, if the third-
party distribution platforms are unable to continue to distribute our insurance products without an insurance producer license
pursuant to applicable insurance laws and regulations. From time to time (including in 2623-2024 ), competition for limited and /
or high- value advertising space from our competitors or other companies can result in increases in the costs we incur in our
marketing efforts. Qur customer acquisition costs can vary by channel mix, by state, due to seasonality, or due to the
competitive environment. These increases to our customer acquisition costs depend on a number of factors outside of our
control and can negatively affect our business and operating results . As we grow, we may struggle to maintain cost- effective
marketing strategies, and our customer acquisition costs could rise substantially . The marketing of our insurance products
depends on our ability to cultivate and maintain cost- effective and otherwise satlsfactory relatronshrps with drgrtal app stores, in
partlcular those operated by Google and Apple : & g g

5 Furthermore because many of our customers access our insurance
products through a mobrle app, we depend on the Apple App Store and the Google Play Store to distribute our mobile app.
Operating system platforms and application stores controlled by third parties, such as Apple and Google, may change their terms
of service or policies in a manner that increases our costs or impacts our ability to distribute our mobile app, collect data through
it and market our products. We are subject to the terms of service and policies governing the operating system platforms on
which our mobile app runs and the application stores through which we distribute our mobile app, sueh-as-in particular, those
operated by Apple and Google. These terms of service and policies govern the distribution, operation and promotion of
applications on such platforms and stores. These platforms and stores have broad discretion to change and interpret their terms of
service and policies in a manner that may adversely affect our business. For example, an operating system platform or
application store may increase its access fees, restrict the collection of data through mobile apps that run on those platforms,
restrict access to sensors contained on the mobile devices, restrict how that data is or may be used and shared, and limit how
mobile app publishers advertise online. Additionally, limitations on our ability to collect, obtain or use ershare-telematics and
other data derived from customer activities on smartphones, as well as new technologies that block our ability to collect s-or use
orshare-such data, eeutd-would significantly diminish the value of our platform and have an adverse effect on our abtlityte
generate-revente-business, operating results, financial condition and prospects . Limitations or blockages on our ability to
collect , obtain , use or share data derived from use of our mobile app may-would also restrict our ability to analyze such data to




facilitate our product improvement, research and development and advertising activities. For example, in 2021, Apple
implemented a requirement for applications using its mobile operating systems to obtain an end- user’ s permission to track them
or access their device’ s advertising identifier for advertising and advertising measurement purposes. These and other
restrictions that have been or could be implemented in the future could adversely affect our business. If we were to violate, or be
perceived to have violated, the terms of service or policies of an operating system platform or application store, the provider
may limit or block our access to it. It is possible that an operating system platform or application store might limit, eliminate or
otherwise interfere with the distribution of our mobile app, the features we provide and the manner in which we market our
mobile app, or give preferential treatment on their platforms or stores to a competitor. To the extent either of these occur, our
business, results of operations ane, financial condition and prospects eettd-would be adversely affected. Furthermore—---
Further , one of the factors we use to evaluate our customer satisfaction and market position is our Apple App Store ratings.
This rating ;hewever;may not be a reliable indicator of our customer satisfaction relative to other companies who are rated on
the Apple App Store since, to date, we have received a fraction of the number of reviews compared to efseme-of-the
companies we benchmark against, and thus our number of positive reviews may-is not be-as meaningful. Our expansion within
the Ynited-States-U. S. will subject us to additional regulatory approvals and costs and risks, and our plans may not be
successful. Our success depends in significant part on our ability to expand into additional markets in the Bntted-States-U. S .
We currently hold Certificates of Authority in 50 states and the District of Columbia and operate in 34-35 of those states. We
plan to have a presence in all 50 states and the District of Columbia, but cannot and do not guarantee that we will be able to
provide nationwide coverage on that-any particular timeline or at all. In order to gain approval to operate in certain states,
we have agreed to certain limitations on our licenses, and we may need to agree to additional limitations imposed by
other states. Generally, regulators in states (i) in which we have valid licenses but are not selling insurance et or
appheations-were-withdrawn-(ii) into which we are considering entering with an affiliated underwriting company, have
preferred that we seek-approvat-only begin selling i insurance or entermg the state w1th an afﬁllated underwrltlng company
at such time that we eeutd-can demonstrate an P d

position-greater-than-that we have met certain ﬁnanclal performance metrlcs Wﬂ&&t—had-beeﬂ—feqtufed-by—t-he—ehte
Departmentofinsuranee;orthe-Ohio-DOE. As we seck to expand in the United-States-U. S. , we may-will incur significant

incremental operating expenses, including expenses in connection with securing applicable regulatory approvals, marketing,
hiring additional personnel, engaging third- party service providers and other research and development costs. H-we-We have
invested and expect to continue to invest substantial time and resources to expand our operations and whie-eurrevenues from
those additional operations de-may not exceed the expense of establishing and maintaining them . If ;-erif-we are unable to
manage these risks effectively, our business, results of operations ane, financial condition eewld-and prospects will be
adversely affected. Moreover, our countrywide expansion has taken a substantial number of years to date, and may not be
successful for a variety of reasons, including because of: * one or more states could revoke our license to operate, or implement
additional regulatory huaretes-or financial requirements that could preclude or inhibit our ability to obtain or maintain our
license in such state; * failures in identifying and entering into joint ventures with strategic partners, or entering into joint
ventures that do not produce the desired results; ¢ challenges in, and the cost of, complying with various laws and regulatory
standards, including with respect to the insurance business and insurance distribution, capital and outsourcing requirements, data
privacy, tax , litigation and local regulatory restrictions; « difficulty in recruiting and retaining licensed (where required) ,
talented and capable employees; « competition from local incumbents that already own market share ;-and better understand the
local market, may matketand-operate more effectively and may enjoy greater local affinity or awareness with customers ;
differing demand dynamics, which may make our product offerings less successful; and * limitations on the repatriation and
investment of funds. If we fail to grow our geographic footprint or geographic growth occurs at a slower rate than expected, our
business, results of operations ane-, financial condition and prespects could be materially and adversely affected. Our
technology platform may not operate properly or as we expect it to operate. We utilize our technology platform to gather
customer data in order to determine whether or not to write and how to price our insurance products. Similarly, we use our
technology platform to process many of our claims. Our technology platform is expensive and complex, its continuous
development, maintenance and operation may encounter #foreseen-difficulties including material performance problems or
undeteeted-defects or errors. We may encounter technical obstacles, and it is possible that we may discover additional problems
that prevent our technology from operating properly. If our platform does not function reliably, we may incorrectly select our
customers, incorrectly price insurance products for our customers or incorrectly pay or deny claims made by our customers.
These errors could cause us to select an uneconomic mix of customers, encounter customer dissatisfaction, which could lead
customers to cancel or fail to renew their insurance policies with us or make it less likely that prospective customers obtain new
insurance policies, underprice policies or overpay claims, or incorrectly adjust or deny policyholder claims and become subject
to liability. Additionally, technology platform errors may lead to unintentional bias and discrimination in the underwriting and
claims process, which eeutd-would subject us to legal or regulatory liability and harm our brand and reputation. Any of these
eventualittes-alone or in combination could result in a material adverse effect on our business, results of operations and-,
financial condition and prospects . While we believe our telematics- based pricing model to be more fair te-for consumers
when compared to traditional insurers’ offerings , it may also yicld results that customers themselves nonetheless find
unfair. For instance, we may quote certain drivers higher premiums than our competitors, if our model determines that the driver
is higher risk even though their higher- risk driving has not resulted in a claim. Such a perception of unfairness could negatively
impact our brand and reputation. Regulators may limit our ability to develop or implement our telematics- based pricing model
and / or may eliminate or restrict the confidentiality of our proprietary technology. Our fatare-success depends on our ability to
continue to develop and implement our telematics- based pricing model, and to maintain the confidentiality of our proprietary
technology. Changes to existing regulations, their interpretation or implementation, or new regulations could impede our use of




this technology or require that we disclose our proprietary technology to our competitors and / or regulators ., which eeuld
would negatively impact our competitive position and result in a material adverse effect on our business, results of operations,
and-financial condition and prospects . For example, €alifernia-as explained above, the matters involving certain
automobile manufacturers’ and third- party brokers’ collection and sharing of telematics data may prompt changes in
the quality and availability of telematics data for use by us and veters— others in reeently-approved-the insurance industry
CaliforniaPrivaey Rights-and-EnforeementAet, as well as changes to ex1st1ng laws er—t-he—GP-lEﬁ—w}neh—beeame—effeeﬁve
Jantary+2623;-and regulations and which-affe over-their persenat

nformation-interpretation or 1mplementatlon. Our bus1ness Wﬂﬁeh—results of operatlons, financlal condltlon and
prospects could be adversely affected : Ve-Or-€0 ;

to full scope ﬁnanc1al examlnatlons by state insurance regulatory authorltles in ehte—whefe—each ﬁ-f—state in Whlch ouréefﬁest-te
insurance company subsidiaries #s-are domiciled, which could result in adverse examination findings and necessitate remedial
actions. State insurance regulators perform examinations of insurance companies under their jurisdiction to assess compliance
with applicable laws and regulations, financial condition and the conduct of regulated activities at least every three to five years.
Root Insurance Company is Ohio- domiciled and has completed #s-first-financial examination-examinations with the Ohio
DOI, which ireludes— include a review of the Company’ s financials, governance, and operations, including its relationships
and transactions with affiliates, and a specific examination of our pricing and underwriting methodologies and our regulatory
capital, and was most recently ﬁfﬁﬁeﬁ&yhuﬁdefgemg—rtﬁeeeﬂd—feﬁewrevwwed in 2024 resulting in no material findings .
Stmttarby-Root Property & Casualty Insurance Company is an-also Ohio- domiciled but tnsarer-and-completed a similar
financial examination by the Delaware BDOFDepartment of Insurance prior to its redomestication as an Ohio- domiciled
insurer. It +s-also underwent eurrently-undergoing-a financial examination with the Ohio DOI resulting in no material
findings. Newly- formed Root Florida Insurance Company is Florida- domiciled will be subject to an initial financial
examination, which is customary for newly- licensed insurance subsidiaries and which is expected to begin in early 2026,
though the commencement date is at the discretion of FOIR . If, as a result of engeig-er-future examinations, our regulators
determine that our financial condition, capital resources or other aspects of any of our operations are not satisfactory, or that we
have violated applicable laws or regulations, such regulator may subject us to fines or other penalties and / or require us to take
one or more remedial actions or otherwise subject us to regulatory scrutiny, such as parssantte-an enforcement action or, in the
case of regulatory capital, require us to maintain additional capital. The results of the examinations are a matter of public record,
and our reputation may also be harmed by sweh-penalties. For more information regarding our financial condition examinations,
see the section titled “ Periodic Examinations ” in the “ Insurance Regulation ” section of Item 1. Business. We are subject to
market conduct examinations by state insurance regulatory authorities in any state in which our demestie-insurance subsidiaries
issue insurance policies, which could result in adverse examination findings and necessitate remedial actions. Our demestie
insurance subsidiaries are also subject to other investigations or inquiries, including market conduct examinations, in any state in
which they issue policies. These examinations ean-have resulted in, and could in the future result in fines and other monetary
penalties, as well as other regulatory orders requiring remedial, injunctive, or other corrective action. For example, Root
Insurance Company was subject to a market conduct examination by the Virginia State Corporation Commission’ s Bureau of
Insurance, or the Virginia DOI, and in addition to requiring the company to undertake remedial action, the Bureaw-Virginia
DOI fined the company for various market conduct violations. Any regulatory or enforcement action or any regulatory order
imposing remedial, injunctive, or other corrective action against us resulting from an examination could have a material adverse
effect on our business, reputation, financial condition et results of operations or prospects . For more information regarding
our previous and ongoing market conduct examinations, see the section titled ““ Periodic Examinations ” in the “ Insurance
Regulation ” section of Item 1 Business. Our exposure to loss activity and regulation may be greater in states where we currently
have most of our customers: Texas, Georgia and €eterade-Florida . Approximately 36-39 . 8-8 % of our gross premiums written
for the year ended December 31, 2023-2024 originated from customers in Texas, Georgia and €elerade-Florida . As a result of
this concentration, if a significant catastrophic event or series of catastrophic events occur, and cause material losses in Texas,
Georgia or €eterade-Florida , our business , results of operation ., financial condition and prospects results-efoperatton-eould
would be materially adversely affected. Further, as compared to our competitors who operate on a wider geographic scale, any
adverse changes in the legal and regulatory environment affecting property and casualty insurance in Texas, Georgia or
Cetorade-Florida may expose us to more significant risks. We are subject to stringent and changing privacy and data security
laws, regulations, and standards related to data privacy and security, increasing the complexity of compliance. Our actual or
perceived failure to comply with such obligations could harm our reputation, subject us to significant fines and liability, or
adversely affect our business. In the Baited-States-U. S. , insurance companies are subject to the privacy provisions of the
federal Gramm- Leach- Bliley Act and the NAIC Insurance Information and Privacy Protection Model Act, as adopted and
implemented by certain state legislatures and insurance regulators. The regulations implementing these laws require insurance
companies to disclose their privacy practices to consumers, allow them to opt- in or opt- out, depending on the state, of the
sharing of certain personal information with unaffiliated third parties, and maintain certain security controls to protect their
information. Violators of these laws face regulatory enforcement action, substantial civil penalties, injunctions, and in some
states, private lawsuits for damages. Insurance companies are also subject to state- specific privacy laws governing the use of
particular data. For instance, the Illinois Biometric Information Privacy Act regulates the use and storage of biometric data such
as fingerprints in the insurance industry and requires the informed written consent from policyholders if the insurance company
intends to collect or disclose their personal biometric identifiers. Privacy and data security regulation in the Bntted-States-U. S.



is rapidly evolving. For example, existing laws, such as the CCPA, which became effective January 1, 2020, future laws, and
evolving attitudes about privacy protection may impair our ability to collect , obtain , use, and maintain data points of sufficient
type or quantity to develop and train our algorithms. The CCPA gives California residents expanded rights to access and require
deletion of certain of their personal information, opt out of certain personal information sharing, and receive detailed
information about how their personal information is used. The CCPA provides for civil penalties for violations, as well as a
private right of action for certain data breaches, which is expected to increase the volume and success of class action data breach
litigation. In addition to increasing our compliance costs and potential liability, the CCPA’ s restrictions on ““ sales ” of personal
information may-restrict our use of cookies and similar technologies for advertising purposes. The CCPA excludes information
covered by Gramm- Leach- Bliley Act, the Driver’ s Privacy Protection Act or the California Financial Information Privacy Act
from the CCPA’ s scope, but the CCPA”’ s definition of *“ personal information ™ is broad and may encompass other information
that we maintain. The requirements of the CCPA expanded substantially in January 2023 as a result of California voters
approving the CPRA in November 2020. The CPRA, effective January 1, 2023, gives California residents the ability to: limit
use of precise geolocation information and other categories of information classified as “ sensitive ”’; add e- mail addresses and
passwords to the list of personal information that, if lost or breached, would entitle affected individuals to bring private lawsuits;
and establish the California Privacy Protection Agency to implement and enforce the new law, as well as impose administrative
fines. The effects of the CCPA, the CPRA, and other similar state or federal laws, are petentialty-significant and may require us
to further modify our data processing practices and policies, incur substantial compliance costs and subject us to increased
potential liability. Some observers have noted that the CCPA and the CPRA could mark the beginning of a trend toward more
stringent privacy legislation in the Yntted-States-U. S . There is also discussion in Congress of new comprehensive federal data
protection and privacy laws to which we likely would be subject te-if enacted. Until an overarching federal privacy law is
passed, however, it is anticipated that individual states will continue to adopt or amend state laws and regulations governing
data privacy and cybersecurity, which eeutd-will increase the cost and complexity of our compliance efforts and eewtd-impact
the integrity and quality of our pricing and underwriting processes. Additionally, in response to the growing threat of
cyberattacks in the insurance industry, certain jurisdictions have begun to impose new cybersecurity laws and regulations. On
October 24, 2017, the NAIC adopted its Insurance Data Security Model Law, intended to serve as model legislation for states to
enact in order to govern cybersecurity and data protection practices of insurers, insurance agents, and other licensed entities
registered under state insurance laws. At least 22-26 states have adopted the same or substantially similar versions of the
Insurance Data Security Model Law, each with a different effective date, and other states may adopt versions of the Insurance
Data Security Model Law in the future. Also in 2017, the New York State Department of Financial Services adopted regulations
providing minimum standards for insurance companies’ cybersecurity programs, requiring an annual certification confirming
compliance. In May 2018, South Carolina passed a cybersecurity bill requiring, among other things, any insurance entity
operating in the state to establish and implement a cybersecurity program protecting their business and their customers from a
data breach, to investigate data breaches and to notify regulators of a cybersecurity event. Some jurisdictions, such as
Connecticut, Massachusetts, Nevada , Maryland, Virginia and California have enacted more generalized data security laws that
apply to certain data that we proeess-possess . Additionally, some of the enacted regulations have since been amended to expand
and strengthen the-established cybersecurity requirements in response to the evolving cybersecurity landscape. Although we
take steps to comply with applicable cybersecurity regulations and data security laws, our failure to comply with new or existing
cybersecurity regulations could result in material legal and / or regulatory actions and other penalties and / or damages . In
addition, efforts to comply with new or existing cybersecurity regulations could impose significant costs on our business, which
could materially and adversely affect our business, results of operations, financial condition or prospects results-efoperations-.
Additionally-Further , we are subject to the terms of our privacy policies, privacy- related disclosures, and contractual and other
privacy- related obligations to our customers and other third parties. We have in the past experienced cybersecurity attacks that
have resulted in threat actors obtaining customer personal information and some of these events have caused us to incur losses,
including regulatory penalties, costs and expend resources to modify our systems. Any failure or perceived failure by us or third
parties we work with to comply with privacy policies, disclosures, and obligations to customers or other third parties, or privacy
or data security laws may result in governmental or regulatory investigations, enforcement actions, regulatory fines, criminal
compliance orders, private litigation or public statements against us by consumer advocacy groups or others, and could cause
customers to lose trust in us, altany of which could materially be-eostly-and-have-an-and adverse-adversely effeet-affect on our
business , results of operations, financial condition and prospects . Dataseeurity-Cybersecurity breackes-incidents , or real
or perceived errors, failures or bugs in our or our vendors’ systems or our website or app could impair our operations,
compromise our confidential information or our customers’ personal information, damage our reputation and brand, and harm
our business anet, financial condition, operating results and prospects . Our eentintied-success depends on our systems,
applications, and software continuing to operate and to meet the changing needs of our customers and users. We rely on our
technology and engineering staff and vendors to successfully implement changes to and maintain our systems and services in an
efficient and secure manner. Like all information systems and technology, our website and mobile app , systems and
environment and those of our service providers and business partners have in the past experienced and may contain or
develop material errors, failures, vulnerabilities or bugs, particularly when new features or capabilities are released, and are
subject to fraud, eemputer-virases-er-malicious code, phishing attacks or other social engineering attempts , system intrusion ,
exfiltration, theft , web application attacks, attempts to overload our servers with denial- of- service or other attacks,
ransomware and similar incidents or disruptions from unauthorized use of our computer systems, as well as unintentional
incidents causing data leakage, any of which could lead to interruptions, delays or website or mobile app slowdewns or
shutdowns. Fremtime-to-time;-third-Third parties may-could misappropriate our data through website scraping, bots or other
means and aggregate this data on their websites with data from other companies. Many of our services are provided through



the Internet whlch increases our exposure to potentlal cybersecurlty attacks. In addition, are-provided-through-the-Internet

0 6 y ot;-we utilize a workforce that is largely remote and
may exacerbate exposure to eyber—eveﬂfs—cybersecurlty 1nc1dents .We have experienced cybersecurity threats to our
information technology infrastructure and we have experienced cybersecurity attaeks-incidents that have resulted in threat actors
obtaining customer personal information,attempts to breach our systems,fraudulent activity and other similar-incidents,and some
of these events have caused us to incur losses,including regulatory penalties, costs and expend resources to modify our
systems.We expeetto-continue to expend resources to address past incidents and would expend resources in the future to
respond to incidents if they again occur.In addition,we utilize vendors (and our vendors utilize vendors),some of which have
also experienced cybersecurity breaches and other incidents . Fatare-Publicized threats ,incidents or events could cause harm
to our business and our reputation and challenge our ability to provide reliable service,as well as negatively impact our results of
operations materially. In addition, copycat websites or mobile apps have in the past and may again attempt to misappropriate
data and attempt to imitate our brand or the functionality of our website or our mobile app. H=When we become aware of such
websites or mobile apps, we have intendto-employ-employed technological or legal measures in an attempt to halt their
operations and intend to do so in the future . However, we may be unable to detect all such websites or mobile apps in a
timely manner and, even if we could, technological and legal measures may be insufficient to halt their operations. Regardless
of whether we can successfully enforce our rights against the operators of these websites or mobile apps, any measures that we
may take could require us to expend significant financial or other resources, which could harm our business, results of
operations et financial condition or prospects . In addition, to the extent that such activity creates confusion among consumers
or advertisers, our brand and business eettd-would be harmed | Many of our services are provided...... attacks or disruptions
resulting from such events . Operating our business and products involves the collection, storage, use and transmission of
sensitive, proprietary and confidential information, including personal information, pertaining to our current, prospective and
past customers, employees, contractors, and business partners. The security measures we take to protect this information have
been and may again be compromised as a result of computer malware, viruses, social engineering, ransomware attacks,
credential stuffing attacks, hacking and cyberattacks, including by state- sponsored and other sophisticated organizations , and
other cybersecurity incidents . Such incidents have become more prevalent in recent years. For example, attempts to
fraudulently induce our personnel into disclosing usernames, passwords or other information that can be used to access our
systems and the information in them have increased and-eould-be-sueeessful-. Cybersecurity incidents can also result from
malfeasance of our personnel, theft, errors, data leaks, and security vulnerabilities or bugs in our website, mobile apps— app or
the software or systems on which we rely. Cybersecurity incidents have in the past resulted in unauthorized access to certain
personal information that we handle, and may again in the future result in unauthorized, unlawful or inappropriate use,
destruction or disclosure of, access to, or inability to access the sensitive, proprietary and confidential information that we
handle. These incidents may remain undetected for extended periods of time. We rely on third parties to provide critical services
that help us deliver our solutions and operate our business. These third parties sas—support or operate critical business systems
for us or store or process the same sensitive, proprietary and confidential information that we handle. They may not have
adequate security measures and could experience a cybersecurity incident that compromises the confidentiality, integrity or
availability of the systems they operate for us or the information they process on our behalf. Some of our vendors have
experienced cybersecurity breaches and other incidents . Such past or future occurrences could adversely affect our business to
the same degree as if we had experienced these occurrences directly and we may not have recourse to the responsible third
parties for any resulting liability that we incur. There are many different cybercrime and hacking techniques and-, such
techniques continue to evolve, and we may be unable to anticipate attempted-security breaches or incidents , react to
cybersecurity incidents in a timely manner et implement adequate preventative measures or completely mitigate the effects of
any such attack or incidents . While we have developed systems and processes designed to protect the integrity, confidentiality
and security of the confidential and personal information under our control, we cannot guarantee assare-you-that any security
measures that-we or our third- party serviee-providers-business partners have implemented will be effective against all current
or future security threats. A security breach or other cybersecurity incident, or the perception that one has occurred, could result
in a loss of customer confidence in the security of our platform and damage our reputation and brand; reduce demand for our
insurance products; disrupt normal business operations; require us to expend significant eapttal-and-resources to investigate and
remedy the incident and prevent recurrence; and subject us to litigation, regulatory enforcement action, fines , costs , penalties,
and other liability, which could have a material adverse effect on our business, results of operations, financial condition and
prospects results-efoperations-. Even if we take steps that we believe are adequate to protect us from eyber-cybersecurity
threats, hacking against our competitors or other companies in our industry could create the perception among our customers or
potential customers that our digital platform is not safe to use. Security incidents could also damage our IT systems and our
ability to make the financial reports and other public disclosures required of public companies. These risks are likely to increase
as we continue to grow and process, store and transmit an increasingly large volume of data. We-Our insurance coverage may
not be adequate to cover all cybersecurity liabilities, including the costs, fines and / or damages related to cybersecurity
attacks, associated prlvacy litigation or regulatory actions, or disruptions resulting from such events. In addition, we
cannot be certain that esr-insurance coverage wil-be-adequate-for-eyberseeurityHabilities;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-eeenrrenee-ofchanges in our
insurance policies, including premium increases or the imposition of large deductible or co- insurance requirements, could
adversely affect our reputation, business, results of operations, financial condition and prospects restlts-efoperations-. [n some
cases, particularly in the case of websites or mobile apps operating outside of the Batted-States-U. S. , our available remedies
may not be adequate to protect us against the effect of the operation of such websites or mobile apps. Regardless of whether we




can successfully enforce our rights against the operators of these websites or mobile apps, any measures that we may take could
require us to expend significant financial or other resources and ;whieh-eewtd-harm our business, results of operations ot
financial condition and prespects . In addition, to the extent that such activity creates confusion among consumers or
advertisers, our brand and business eettd-would be harmed. Our brand may not become as widely known or accepted as
incumbents’ brands or the brand may become tarnished. Many of our competitors have brands that are well- recognized. As a
newer entrant into the insurance market, we have spent, and expect that we will for the foreseeable future continue to spend,
considerable amounts of money and other resources on creating brand awareness and building our reputation. We may not be
able to build brand awareness to levels matching our competitors, and our efforts at building, maintaining and enhancing our
reputation could fail and / or may not be cost- effective. Complaints or negative publicity about our business practices, our
marketing and advertising campaigns (including marketing affiliations or partnerships), our compliance with applicable laws and
regulations, the integrity of the data that we provide to consumers or business partners, data privacy and security issues, and
other aspects of our business, whether real or perceived, could diminish confidence in our brand, which eeutd-would adversely
affect our reputation and business. As we expand our product offerings and enter new markets, we will need to establish our
reputation with new customers, and to the extent we are not successful in creating positive impressions, our business in these
newer markets could be adversely affected. We While-we-may choose to engage in a broader marketing campaign to further
promote our brand, this effort may not be successful or cost effective. If we are unable to maintain or enhance our reputation or
enhance consumer awareness of our brand in a cost- effective manner, our business, results of operations ané-, financial
condition and prospects eeutd-would be materially adversely affected. We rely on highly skilled and experienced personnel
and if we are unable to attract, retain or motivate key personnel or hire qualified personnel, our business may be seriously
harmed. In addition, the loss of key senior management personnel could harm our business , results of operations, financial
condition and future-prospects. Our success perfermaneetargely-depends on the talents and efforts of highly skilled individuals.
Our future success depends on our continuing ability-to identify, hire, develop, motivate and retain highly skilled and
experienced personnel and, if we are unable to hire and train a sufficient number of qualified employees for any reason, we may
not be able to maintain or implement our current initiatives, or our business may contract and we may lose market share. We
have implemented involuntary workforce reductions in the past, which may have harmed our reputation and relationship with
our employees and may make it more difficult for us to recruit top talent, and we may implement workforce reductions in the
future to support other business objectives. We have experienced the effects of a the-eurrent-competitive labor market and et
prior workforce reductions and have responded by increasing wages and / or benefits in certain circumstances and provided
cash and equity to certain employees in order to attract and retain them, all of which may continue to negatively impact our
business, results of operations , financial condition and prospects . Morcover, certain of our competitors or other insurance or
technology businesses may seek to hire our employees. We cannot guarantee assure-you-that our cash and equity incentives and
other compensation and benefits will provide adequate incentives to attract, retain and motivate employees in the future,
particularly if the market price of our Class A common stock dees-netinerease-or-declines further-or remains challenged . [
we do not succeed in attracting, retaining and motivating highly qualified personnel, our business may be seriously harmed. We
depend on our senior management, including Alexander Timm, our Chief Executive Officer. We have experienced turnover
among our senior management and employees. We may not be able to retain the services of any of our senior management or
other key personnel, as their employment is at- will , and they could leave at any time. If we lose the services of one or more of
our senior management and-or other key personnel, including as a result of our workforce reductions or our business results, we
may not be able to successfully manage our business, meet competitive challenges or achieve our business objectives. Further, to
the extent that our business grows, we will need to attract and retain additional qualified management personnel in a timely
manner, and we may not be able to do so. Our future-success depends on our continuing abilityto identify, hire, develop,
motivate, retain and integrate highly skilled personnel in all areas of our erganization-business . New legislation or legal
requirements may affect how we use artificial intelligence and / or may impact how we communicate with our customers,
which could have an adverse effect on our business medetl, financial condition, ane-results of operations and prospects. We
continue to develop and implement applications of artificial intelligence, a term we use broadly to refer to computational
systems that learn from data, identify patterns, and generate insights that can automate decision- making. This term is
inclusive of classical supervised machine learning, in which models are trained to faithfully mimic patterns observed in
data sets. Applications implemented by the Company include but are not limited to our pricing and underwriting
models, claims process decisioning and marketing bid models, though in these instances the artificial intelligence
deployed is static and deterministic. As with many innovations, artificial intelligence presents risks and there is no
guarantee that our use of artificial intelligence or incorporation of artificial intelligence capabilities into our business will
benefit our business . State and federal lawmakers and insurance regulators are focusing on the use of artificial intelligence
broadly, including, in particular, concerns about transparency, deception, and fairness. For instance, on August 24, 2020, the
NAIC adopted guiding principles on artificial intelligence developed by the NAIC” s Al Working Group to provide guidance to
regulators on the use of artificial intelligence in the insurance industry, and on December 4, 2023, the NAIC issued a model
bulletin on artificial intelligence, Use of Artificial Intelligence Systems by Insurers, which is intended to be used by state
departments of insurance to set forth regulatory expectations as to how insurers should govern the development, acquisition, and
use of artificial intelligence. Subsequently, many state insurance regulators have promulgated that model bulletin through
their own departments of insurance, occasionally modifying the model template to highlight state- specific concerns or
positions. In addition, legislation regulating the use of artificial intelligence has been enacted in several states and has been
proposed on the federal level. Changes in laws or regulations, or changes in the interpretation of laws or regulations by a
regulatory authority, specific to the use of artificial intelligence, may decrease our revenues and earnings and may require us to
change the manner in which we conduct some aspects of our business. We may also be required to disclose our proprietary



software to regulators, putting our confidential intellectual property at risk, in order to receive regulatory approval to use such
artificial intelligence in the underwriting of insurance and / or the payment of claims. In addition, our business and operations
are subject to various U. S. federal, state, and local consumer protection laws, including laws which place restrictions on the use
of automated tools and technologies to communicate with wireless telephone subscribers or consumers generally. For example,
California’ s Bolstering Online Transparency Act, effective as of July 2019, makes it unlawful for any person to use a bot to
communicate with a person in California online with the intent to mislead the other person about the bot’ s artificial identity for
the purpose of knowingly deceiving the person about the content of the communication in order to incentivize a purchase of
goods or services in a commercial transaction. Although we have taken steps to mitigate our liability for violations of this and
other laws restricting the use of electronic communication tools, we cannot guarantee ne-asstranees-ean-be-given-that we will
not be exposed to civil litigation or regulatory enforcement for actual or perceived failures in this respect . Further, to the
extent that any changes in law or regulation further restrict the ways in which we communicate with prospective or current
customers before or during onboarding, customer care, or claims management, these restrictions could result in a material
reduction in our customer acquisition and retention, and redueing-the-growth-proespeets-ef-our business, and-adversely-affeeting
eurresults of operations, financial condition and fature-eash-flows-prospects would be materially adversely affected . Denial
of claims or our failure to accurately and timely pay claims could materially and adversely affect our business, results of
operations, financial condition sresalts-efoperations;-and prospects. Under the terms of our policies, we are required to
accurately and timely evaluate and pay covered claims . We have settled claims related to allegations that we did not timely
or accurately pay claims and have been assessed market conduct fines and penalties by regulatory authorities . Our
ability to de-se-accurately and timely evaluate and pay claims depends on a number of factors, including the efficacy of our
claims processing, the training and experience of our claims adjusters, including our third- party claims administrators, and our
ability to develop or select and implement appropriate procedures and systems to support our claims functions. We believe that
the speed at which our technology- based claims processing platform allows us to process and pay claims is a differentiating
factor for our business relative to our competitors, and an increase in the average time to process claims could lead to customer
dissatisfaction and undermine our reputation and position in the insurance marketplace. If our claims adjusters or third- party
claims administrators are unable to effectively process our volume of claims, our ability to grow our business while maintaining
high levels of customer satisfaction eewted-will be compromised, which in turn, eeutd-would adversely affect our business,
results of eperating-operations margins-, financial condition and prospects . Any failure to pay claims accurately or timely
could also lead to regulatory and administrative actions or other legal proceedings and litigation against us, or result in damage
to our reputation, any one of which could materially and adversely affect our business, results of operations, financial condition
sresults-efoperations;-and prospects. Unexpected increases in the frequency or severity of claims, as well as increasing costs of
social inflation and the legal environment , may adversely affect our business, results of operations asnd-, financial condition
and prospects . Our business may-experienee-experiences volatility in claim frequency from time to time, and short- term
trends may not continue over the longer term. Changes in claim frequency may result from changes in mix of business, miles
driven, distracted driving, weather, pandemics, macroeconomic or other factors. A significant increase in claim frequency or
severity could have an adverse effect on our business, results of operations ane, financial condition and prospects . Changes in
bodily injury claim severity specifically are impacted by inflation in medical costs, litigation trends and precedents, regulation
and the overall safety of automobile travel. Changes in auto property damage claim severity are driven primarily by inflation in
the cost to repair or replace vehicles, including parts and labor rates, the mix of vehicles that are declared total losses, model
year mix as well as used car values. An increase in tariffs, or implementation of new tariffs, would likely drive an increase
in auto property damage claim severity. [n addition, social inflation may materially and adversely affect our financial
condition. Social inflation is a term used to describe how insurers’ costs may be increasing at a rate higher than other economic
inflation, generally due to trends in increasing litigation costs brought by insureds and claimants seeking larger settlement
amounts, as well as the proliferation of litigation- financing firms, the hiring of testifying expert witnesses, and the use of costly,
sophisticated technology to aid trial presentations. Considered part of social inflation are nuclear verdicts, which are generally
considered to be jury verdicts exceeding $ 10 million in punitive and compensatory awards and have recently become more
common. While actuarial models for pricing and reserving typically include an expected level of inflation (including social
inflation), unanticipated increases in claim severity can arise from events that are inherently difficult to predict such as
inflationary shocks or surges in health care costs. Implementation of tariffs could also contribute to claim severity. Although
we pursue various loss management initiatives to mitigate future increases in claim severity, we cannot guarantee there-ean-be
no-assuranees-that these initiatives will successfully identify or reduce the effect of future increases in claim severity , and our
failure to do so would adversely affect our business, results of operations, financial condition and prospects . Failure to
maintain our risk- based capital at the required levels could adversely affect our ability to maintain regulatory authority to
conduct our business. We are required to have-maintain sufficient capital and surplus in order to comply with insurance
regulatory requirements, support our business operations and minimize our risk of insolvency. The NAIC has developed a
system to test the adequacy of statutory capital and surplus of U. S.- based insurers, known as risk- based capital, that all states
have adopted. This system establishes the minimum amount of capital and surplus necessary for an insurance company to
support its overall business operations in consideration of its size and risk profile. It identifies insurers that may be inadequately
capitalized by looking at certain risk factors, including asset risk, credit risk and underwriting risk with respect to the insurer’ s
business in order to determine an insurer’ s authorized control level risk- based capital. An insurer’ s risk- based capital ratio
measures the relationship between its total adjusted capital and its authorized control level risk- based capital. Insurers with a
ratio falling below certain calculated thresholds may be subject to varying degrees of regulatory action, including heightened
supervision, examination, rehabilitation or liquidation. An insurance company with total adjusted capital that is less than 200 %
of its authorized control level risk- based capital is at a company action level, which would require the insurance company to file



a risk- based capital plan that, among other things, contains proposals of corrective actions the Company intends to take that are
reasonably expected to result in the elimination of the Company action level event. Additional action level events occur when
the insurer’ s total adjusted capital falls below 150 %, 100 % and 70 % of its authorized control level risk- based capital. Lower
percentages trigger increasingly severe regulatory responses. In the event of a mandatory control level event (triggered when an
insurer’ s total adjusted capital falls below 70 % of its authorized control level risk- based capital), an insurer’ s primary
regulator is required to take steps to place the insurer into receivership. In addition, the NAIC Insurance Regulatory Information
System, or IRIS, is a collection of analytical tools designed to provide state insurance regulators with an integrated approach to
screening and analyzing the financial condition of insurance companies operating in their respective states. If our ratios fall
outside of the usual range for one or more ratios set forth by the NAIC for any number of reasons, it could subject us to
heightened regulatory scrutiny or measures or create investor uncertainty around the stability of our financial condition, which
could harm our business. We hawe-previously disclosed to the Ohio DOI that certain of our ratios fall outside the usual range for
one or more RIS ratio factors. The Ohio DOI has acknowledged this and taken no regulatory action, although we cannot
guarantee there-ean-be-no-assuranee-that the Ohio DOI will not do so in the future. Further, the NAIC has promulgated a Model
Regulation to Define Standards and Commissioner' s Authority for Companies Deemed to be in Hazardous Financial Condition,
or the Hazardous Financial Condition Standards, which has been adopted by states in whole or part. If our financial condition is
deemed by state insurance regulators to meet the Hazardous Financial Conditions Standards, it could subject us to heightened
regulatory scrutiny or measures or create uncertainty around the stability of our financial condition, which eettd-would harm
our business. The Ohio DOI has determined that our financial condition does meet certain of those standards and requires us to
provide the Ohio DOI with monthly financial reports. The South Carolina Department of Insurance and the Florida Office of
Insurance Regulation also require the provision of monthly financial reports. Similarly, our wholly- owned, Cayman Islands-
based captive reinsurer, Root Re, is subject to additional capital and other regulatory requirements imposed by the CIMA.
Although these capital requirements are generally less constraining than U. S. capital requirements, failure to satisfy these
requirements could result in regulatory actions from the CIMA or loss of or modification of Root Re’ s Class B (iii) insurer
license, which eeutd-would adversely impact our ability to improve our overall capital efficiency and support our “ capital-
efficient ” model. As a newer entrant to the insurance industry, we may face additional capital and surplus requirements as
compared to those of our larger and more established competitors. Failure to maintain adequate risk- based capital at the
required levels could result in increasingly onerous reporting and examination requirements and could adversely affect our
ability to maintain regulatory authority to conduct our business. We may be unable to prevent, monitor or detect fraudulent
activity, including policy acquisitions or payments of claims that are fraudulent in nature, or fraud that may be perpetrated by
employees or external parties. If we fail to maintain adequate systems and processes to prevent, monitor and detect fraud,
including fraudulent policy acquisitions or claims activity, or if inadvertent errors occur with such prevention, monitoring and
detection systems due to human or computer error, our business could be materially adversely impacted. While we believe past
incidents of fraudulent activity by customers, purported customers and / or claimants have been relatively isolated, we cannot
guarantee be-eertain-that our systems and processes will always be adequate in the face of increasingly sophisticated and ever-
changing fraud schemes. We use a variety of tools to protect against fraud, but these tools may not always be successful at
preventing such fraud. Instances of fraud may result in increased costs, including possible settlement and litigation expenses,
and could have a material adverse effect on our business and reputation. In February 2023, we filed suit against a former senior
marketing employee and other defendants to recover approximately $ 10 million of funds we believe were misappropriated ;but
. A confidential settlement was reached with certain of there-these ean-be-no-guarantee-parties and the litigation continues
as to others. It is unlikely that we will be able to recover any-all of the funds from such former employee or the other
defendants. While we maintain insurance coverage to protect us against such loss, our coverage ts-was less than the amount of
that loss and may be insufficient or inadequate to cover future losses. We rely on our mobile app to execute our business
strategy. Government regulation of the internet and the use of mobile apps in particular is evolving, and unfavorable changes
could seriously harm our business. We rely on our mobile app to execute our business strategy. We are subject to general
business regulations and laws as well as federal and state regulations and laws specifically governing the internet and the use of
mobile apps in particular. Existing and future laws and regulations may impede the growth of the internet or other online
services and increase the cost of providing online services. These regulations and laws may involve taxes, tariffs, privacy and
data security, anti- spam, content protection, electronic contracts and communications, electronic signatures and consents,
consumer protection and social media marketing. It is at times not clear how existing laws governing issues such as property
ownership, sales and other taxes and consumer privacy apply to the internet and the use of mobile apps in particular, as the vast
majority of these laws were adopted prior to the advent of the internet and the use of mobile apps and do not contemplate or
address the unique issues raised by the internet. It is possible that general business regulations and laws, or those specifically
governing the internet and the use of mobile apps in particular, may be interpreted and applied in a manner that is inconsistent
from one jurisdiction to another and may conflict with other rules or our practices. We cannot guarantee be-sure-that our
practices have complied, currently comply or will comply fully with all such laws and regulations. Any failure, or perceived
failure, by us to comply with any of these laws or regulations could result in damage to our reputation, a loss in business and
proceedings or actions against us by governmental entities or others. Any such proceeding or action could hurt our reputation,
force us to spend significant amounts in defense of these proceedings, distract our management, increase our costs of doing
business and decrease the use of our mobile app or website by consumers and suppliers and may result in the imposition of
monetary liability. We may also be contractually liable to indemnify and hold harmless third parties from the costs or
consequences of non- compliance with any such laws or regulations. 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,
patents, know- how, and other intellectual property rights are important assets for us, in the Bnited-States-U. S. and other



jurisdictions. We rely on, and expect to continue to rely on, various agreements with our employees, independent contractors,
consultants and third parties with whom we have relationships, as well as trademark, trade dress, domain name, copyright, and
trade secret laws, to protect our brand and other intellectual property rights. Such agreements may not effectively prevent
unauthorized use or disclosure of our confidential information, intellectual property or technology and may not provide an
adequate remedy in the event of unauthorized use or disclosure of our confidential information, intellectual property or
technology, and we may fail to consistently obtain, police and enforce such agreements. Additionally, various factors outside
our control 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-accessible . Also, the efforts we have taken to protect our
intellectual property rights may not be sufficient or effective, especially in foreign jurisdictions, 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, we cannot guarantee there-ean-be-ro-assuranee-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. Certain information or technology that we endeavor to protect as trade secrets may not be eligible for trade secret
protection in all jurisdictions, or the measures we undertake to establish and maintain such trade secret protection may be
inadequate. 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 not adequately protect our trade secrets, these agreements may be breached, or this intellectual
property, including trade secrets, may otherwise be disclosed or become known to our competitors, which eeutd-would likely
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. Current or future legal requirements
may require us to disclose certain proprietary information or technology, such as our proprietary algorithms, to regulators or
other third parties, including our competitors, which could impair or result in the loss of trade secret protection for such
information or technology. 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, results of operations , financial condition and
prospects eempetitive-pesitton— We have filed, and may continue in the future to file, applications to protect certain of our
innovations and intellectual property. We do not know whether any of our applications will result in the issuance of a patent,
trademark or copyright, as applicable, or whether the examination process will require us to narrow our claims or otherwise limit
the scope of such intellectual property. In addition, we may not receive competitive advantages from the rights granted under our
intellectual property. Our existing intellectual property, and any intellectual property granted to us or that we otherwise acquire
in the future, may be contested, circumvented or invalidated, and we may not be able to prevent third parties from infringing our
rights to our intellectual property. Therefore, the exact effect of the protection of this intellectual property cannot be predicted
with certainty. Because obtaining patent protection requires disclosing our inventions to the public, such disclosure may
facilitate our competitors developing improvements to our innovations. In addition, given the costs, effort, risks and downside of
obtaining patent protection, including the requirement to ultimately disclose the invention to the public, we may choose not to
seek patent protection for certain innovations. Any failure to adequately obtain such patent protection, or other intellectual
property protection, could later prove to adversely impact our business. In addition, other parties may independently develop
similar or competing technologies designed around any patents or patent applications that we hold. Some of our products and
technologies are not covered by any patent or patent application. A failure to timely seek patent protection on products or
technologies generally precludes us from seeking future patent protection on these products or technologies. We currently hold
various domain names relating to our brand, including root. com, joinroot. com, rootinsurance. com and root- enterprise. com.
Third parties have in the past registered domain names confusingly similar to domain names we currently hold, and our
Faiture-failure to protect our domain names could adversely affect our reputation and brand and make it more difficult for users
customers to find our website and our mobile app. We may be unable, without significant cost or at all, to prevent third parties
from acquiring domain names that are similar to, infringe upon or otherwise decrease the value of our trademarks and other
proprietary rights. We may be required to spend significant resources in order to monitor and protect our intellectual property
rights, and some violations may be difficult or impossible to detect. Litigation to protect and enforce our intellectual property
rights could be costly, time- consuming and distracting to management and could result in the impairment or loss of portions of
our intellectual property. Our efforts to enforce our intellectual property rights may be met with defenses, counterclaims and
countersuits attacking the validity and enforceability of our intellectual property rights. Our inability to protect our proprietary
technology against unauthorized copying or use, as well as any costly litigation or diversion of our management’ s attention and
resources, could impair the functionality of our platform, delay introductions of enhancements to our platform, result in our
substituting inferior or more costly technologies into our platform or harm our reputation or brand. In addition, we may be
required to license additional technology from third parties to develop and market new offerings or platform features, which
may not be on commercially reasonable terms or at all and could adversely affect our ability to compete. Although we take
measures to protect our intellectual property, if we are unable to prevent the unauthorized use or exploitation of our intellectual



property, the value of our brand, content, and other intangible assets may be diminished, competitors may be able to more
effectively mimic our service and methods of operations, the perception of our business and service to customers and potential
customers may become confused, and our ability to attract customers may be adversely affected. Any inability or failure to
protect our intellectual property could adversely impact our business, results of operations ané-, financial condition and
prospects . While we take precautions designed to protect our intellectual property, it may still be possible for competitors and
other unauthorized third parties to copy our technology and use our proprietary brand, content and information to create or
enhance competing solutions and services, which could adversely affect our competitive position in our rapidly evolving and
highly competitive industry. Some license provisions that protect against unauthorized use, copying, transfer and disclosure of
our technology may be unenforceable under the laws of certain jurisdictions and foreign countries. While we enter into
confidentiality and invention assignment agreements with our employees and consultants and enter into confidentiality
agreements with our third- party providers and strategic partners, we cannot guarantee assure-you-that these agreements will be
effective in controlling access to, and use and distribution of, our products and proprietary information. Further, these
agreements do not prevent our competitors from independently developing technologies that are substantially equivalent or
superior to our offerings. 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 continuing to use 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 of 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 we are 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 claiming ownership of, or demanding release of, the
open source software or derivative works that we develop 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 we can re- engineer such source code to eliminate use of such open source software. This re-
engineering process eetdd-would 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, assurance of title or controls on the origin or operation of the open source software, which
are risks that cannot be eliminated, and could, if not properly addressed, negatively affect our business. We have established
processes to help alleviate these risks, including a review process for screening requests from our development teams for the use
of open source software, but we cannot be sure that all of our use of open source software is in a manner that is consistent with
our current policies and procedures, or will not subject us to liability. Any of these risks could be difficult to eliminate or
manage, and, if not addressed, could have a negative effect on our business, operating results, financial condition and
prospects eperatingresults-. Claims by others that we infringed proprietary technology or other intellectual property rights
could harm our business. Companies in the telematics, internet and technology industries are frequently subject to litigation
based on allegations of infringement or other violations of intellectual property rights. In addition, certain companies and rights
holders seek to enforce and monetize patents or other intellectual property rights they own, have purchased, or have otherwise
obtained. As we gain an increasingly high public profile, intellectual property rights claims against us may become more
frequent. From time to time, third parties have, and may in the future, assert claims of infringement of intellectual property rights
against us. Although we believe that we have ;and-witHikely-inthe-fatare-havermeritorious defenses, we cannot guarantee
there-ean-be-ne-assuranee-that we will be successful in defending against these allegations or in reaching a business resolution
that is satisfactory to us. Our competitors and others may now and in the future have significantly larger and more mature patent
portfolios than us. In addition, future litigation may involve patent holding companies or other adverse patent owners who have
no relevant product or service revenue and against whom our own patents may therefore provide little or no deterrence or
protection. Many potential litigants, including some of our competitors and patent- holding companies, have the ability to
dedicate substantial resources to the assertion of their intellectual property rights. Any claim of infringement by a third party,
even those without merit, could cause us to incur substantial costs defending against the claim, could distract our management
from our business and could require us to cease use of such intellectual property. Furthermore, because of the substantial amount
of discovery required in connection with intellectual property litigation, we risk compromising our confidential information
during this type of litigation. We may be required to pay substantial damages, royalties , licensing or other fees in connection
with a claimant securing a judgment against us, we may be subject to an injunction or other restrictions that prevent us from
using or distributing our intellectual property, or from operating under our brand, or we may agree to a settlement that prevents
us from distributing our offerings or a portion thereof, which could adversely affect our business, results of operations ane-,
financial condition and prospects . With respect to any intellectual property rights claim, we may have to seek out a license to
continue operations found or alleged to violate such rights, which may not be available on favorable or commercially reasonable
terms or at all and may significantly increase our operating expenses. Some licenses may be non- exclusive, and therefore our
competitors may have access to the same technology licensed to us. If a third party does not offer us a license to its intellectual
property on reasonable terms, or at all, we may be required to develop alternative, non- infringing technology, which could
require significant time (during which we would be unable to continue to offer our affected offerings), effort and expense and
may ultimately not be successful. Any of these events could adversely affect our business, results of operations ané-, financial
condition and prespects . If our customers were to claim that the insurance policies they purchased failed to provide adequate



or appropriate coverage, we could face claims that could harm our business, results of operations asfe-, financial condition and
prospects . Although we airrendeavor to provide adequate and appropriate coverage under each of our policies, customers
could purchase policies that prove to be inadequate or inappropriate. H-saeh-eustomers-Customers were-have from time to
time made bring-a-elaimrorclaims and could do so in the future alleging that we or our appointed insurance producers failed
in their responsibilities to provide them with the type or amount of coverage that they sought to purchase ;. We have settled
some such claims in the past and we could in the future be found liable for amounts significantly in excess of the policy limit,
resulting in an adverse effect on our business, results of operations ane-, financial condition and prospects . While we maintain
agents—errors and omissions insurance coverage to protect us against such liability, such coverage may be insufficient or
inadequate , or may be unavailable in the future . [f we are unable to underwrite risks accurately or charge competitive yet
profitable rates to our customers, our business, results of operations and-, financial condition and prespects will be adversely
affected. In general, the premiums for our insurance policies are established at the time a policy is issued and, therefore, before
all of our underlying costs are known. The accuracy of our pricing depends on our ability to adequately assess risks, estimate
losses and comply with state insurance regulations. Like other insurance companies, we rely on estimates and assumptions in
setting our premium rates. We also utilize the data that we gather through our interactions with our customers and about our
customers with their consent , as evaluated and curated by our technology- based pricing platform. Establishing adequate
premium rates is necessary, together with investment income, if any, to generate sufficient revenue to offset losses, LAE, and
other costs. If we do not accurately assess the risks that we underwrite, the premiums that we charge may not be adequate to
cover our losses and expenses, which would adversely affect our business, results of operations , financial condition and
prospects eur-profitabitity-. Morcover, if we determine that our prices are too low, insurance regulations may preclude us from
being able to cancel insurance contracts, non- renew customers, or raise premiums. Alternatively, we could set our premiums
too high, which could reduce our competitiveness and lead to fewer customers and lower revenues, which eetld-would likely
have a material adverse effect on our business, results of operations and-, financial condition and prospects . Pricing involves
the acquisition and analysis of historical loss data and the projection of future trends, loss costs and expenses, and inflation
trends, among other factors, for each of our products in multiple risk tiers and many different markets. In order to accurately
price our policies, we must: ¢ collect and properly analyze a substantial volume of data frem-about our customers; ¢ develop,
test and apply appropriate actuarial projections and rating formulas; ¢ review and evaluate competitive product offerings and
pricing dynamics; ¢ closely monitor and timely recognize changes in trends; and ¢ project both frequency and severity of our
customers’ losses with reasonable accuracy. There are no assuranees-guarantees that we be witthave-sueeess-successful in
implementing our pricing methodology accurately in accordance with our assumptions. Our ability to accurately price our
policies is subject to a number of risks and uncertainties, including: * insufficient , inaccurate or unreliable data; ¢ incorrect or
incomplete analysis of available data; * uncertainties generally inherent in estimates and assumptions; ¢ our failure to implement
appropriate actuarial projections and rating formulas or other pricing methodologies; ¢ incorrect or incomplete analysis of the
competitive environment; ¢ regulatory constraints on rate increases; and ¢ our failure to accurately estimate investment yields
and the duration of our liability for loss and LAE, as well as unanticipated court decisions, legislation or regulatory action. To
address the potential actual or perceived inadequacy of our current business model, we may be compelled to increase the
amount allocated to cover policy claims, increase premium rates or adopt #ghter-stricter underwriting standards, any of which
may-would likely result in a decline in new business and renewals and, as a result, eewté-have a material adverse effect on our
business, results of operations ane-, financial condition and prospects. Our insurance operating results have been and will
likely continue to be materially adversely affected by severe weather or other catastrophic events, and climate change
may be exacerbating these events and their impacts. Our insurance operating results have periodically been, and in the
future will likely continue to be, materially adversely affected by natural events, such as hurricanes, tornadoes,
windstorms, floods, fires, hailstorms, and severe winter weather. The frequency, severity, duration, and geographic
location and scope of such events are inherently unpredictable. Moreover, climate change may be contributing to the
increase in frequency of severe weather events and other natural disasters, how long they last, and how much insured
damage they cause, and may change where the events occur. The extent of losses from a catastrophic event is a function
of our exposure in the area affected by the event, the nature, severity, and duration of the event, and the extent of our
excess of loss reinsurance that we have obtained with respect to such an event. As a result, an increase in the frequency,
severity or duration, or unanticipated changes in geographic location or scope, of severe weather or other catastrophes
could materially adversely affect our business, results of operations, financial condition and prospects . We are subject to
assessments and other surcharges from state guaranty funds from time to time , which may materially reduce our profitability.
We are subject to statutory property and casualty guaranty fund assessments in many states in which we do business. The
purpose of a guaranty fund is to protect customers in a particular state by requiring that solvent property and casualty insurers
pay the insurance claims of insolvent insurers in such state. These guaranty associations generally pay these claims by assessing
solvent insurers proportionately based on each insurer' s share of voluntary premiums written in the state. During the year ended
December 31, 2023-2024 , the amounts we contributed to such funds were immaterial; however, as we enter new states-markets
the ameunnt-amounts we are required to contribute may increase materially. Maximum contributions required by law in any one
year vary by state. We cannot predict with certainty the amounts of future assessments because they depend on factors outside
our control, such as insolvencies of other insurance companies. Significant assessments due to a rise in insurance insolvencies
could have a material adverse effect on our business, results of operations, financial condition and prospects results-of
eperations-. Litigation and legal proceedings filed by or against us and our subsidiaries, inelading-shareholderhitigattonrelated
to-the-inttial-publie-offeringcould have a material adverse effect on our business, results of operations ane, financial condition
and prospects , and may divert management’ s attention and resources away from our business. From time to time, we are
subject to allegations, and are party to litigation and legal proceedings relating to our business operations. Litigation and other



proceedings include complaints from or litigation by customers or reinsurers, related to alleged breaches of contract or
otherwise. We expect that as our market share increases, competitors may pursue litigation to require us to change our business
practices or offerings and limit our ability to compete effectively. As is typical in the insurance industry, we continually face
risks associated with litigation of various types arising in the normal course of our business operations, including disputes
relating to insurance claims under our policies as well as other general commercial and corporate litigation. Members of the
insurance industry are periodically the target of class action lawsuits and other types of litigation, some of which involve claims
for substantial or indeterminate amounts, and the outcomes of which are unpredictable. We-are-eurrently-defending-aputative
elass-aetion-filedinTFexas—Claims against insurers could be based on a variety of issues, including the sale of insurance policies
and claim settlement practices. In addition, because we employ a technology platform to collect customer data, it is possible that
customers , regulators or consumer groups could bring individual or class action claims alleging that our methods of obtaining
consent and collecting data and pricing risk are improper and / or impermissibly discriminatory. We cannot guarantee prediet
yrith-any-eertatnty-whether-we will not be involved in such litigation in the future or what impact such litigation would have on
our business. We have successfully defended against some class action lawsuits in the past, and settled others. [f we were
to be involved in future litigation and it was determined adversely, it could require us to pay significant damages or to change
aspects of our operations, either of which eewtd-would likely have a material adverse effect on our business finanetalresuits-
Even claims without merit can be time- consuming and costly to defend and may divert management’ s attention and resources
away from implementing our business-strategy and adversely affect our business, results of operations ane-, financial condition
and prospects . Additionally, routine lawsuits over claims that are not individually material could in the future become material
if aggregated with a substantial number of similar lawsuits. In addition to increasing costs, a significant volume of customer
complaints or litigation could also adversely affect our brand and reputation, regardless of whether such allegations have merit
or whether we are liable. While we maintain excess of loss and insurance company professional liability insurance
coverage to protect us against such liability, such coverage may be insufficient or inadequate, or may be unavailable in
the future. We cannot predict swith-eertainty-the costs of defense, the costs of prosecution, insurance coverage or the ultimate
outcome of litigation or other proceedings filed by or against us, including remedies or damage awards, and adverse results in
%uch 11t1gat10n and other proceedmg% may harm our bu%lne%i aﬁd— results of operatlons, financial Condmon —Additionalyon

hafm—euf—btts-rness— Our ab111ty to utlhze our net opelatlng losq carryforwards may be hmlted As of December 31, %92—3—2024
we had federal income tax net operating losses, or NOLs, of approximately $ 1, 336-292 . 2-3 million available to offset our
future taxable income, if any, prior to consideration of annual limitations that may be imposed under Section 382 of the Internal
Revenue Code, or the Code, or otherwise. Of our federal NOLs, $ 662622 . 4-8 million of losses will begin to expire in tax
years 2835-2038 through 2043 and $ 673-669 . 8-5 million of losses can be carried forward indefinitely. We may be unable to
fully use our NOLs, if at all. Under Section 382 of the Code, if a corporation undergoes an “ ownership change ” (very generally
defined as a greater than 50 % change, by value, in the corporation’ s equity ownership by certain shareholders or groups of
shareholders over a rolling three- year period), the corporation’ s ability to use its pre- ownership change NOLSs to offset its post-
ownership change income may be limited. We have experienced ownership changes in the past, and we may experience
ownership changes in the future as a result of subsequent shifts in our stock ownership, some of which may be outside of our
control. If we undergo a future ownership change, we may be prevented from fully utilizing our NOLs existing at the time of the
ownership change prior to their expiration. Future regulatory changes could also limit our ability to utilize our NOLs. To the
extent we are not able to offset future taxable income with our NOLs, our net income and cash flows may be adversely affected.
The Tax Cuts and Jobs Act, or the Tax Act, as modified by the Coronavirus Aid, Relief, and Economic Security Act, or the
CARES Act, among other things, includes changes to U. S. federal tax rates and the rules governing NOL carryforwards. For
federal NOLs arising in tax years beginning after December 31, 2017, the Tax Act as modified by the CARES Act limits a
taxpayer’ s ability to utilize non- P & C NOL carryforwards in taxable years beginning after December 31, 2020, to 80 % of
taxable income. In addition, federal non- P & C NOLSs arising in tax years beginning after December 31, 2017 , can be carried
forward indefinitely, but carryback of NOLs are generally permitted to the prior five taxable years only for NOLs arising in
taxable years beginning before January 1, 2021 and after December 31, 2017. Deferred tax assets for NOLs will need to be
measured at the applicable tax rate in effect when the NOLs are expected to be utilized. This limitation on use of NOLs may
significantly impact our ability to utilize our NOLs to offset taxable income in the future. In addition, for state income tax
purposes, there may be periods during which the use of NOL carryforwards is suspended or otherwise limited, which could




accelerate or permanently increase state taxes owed. For example, California imposed limits on the usability of California state
NOLs to offset taxable income in tax years beginning after 2019 and before 2023. The manner in which we fund tax
withholding obligations that will arise upon vesting of outstanding restricted stock awards may require us to use a
substantial amount of cash, which would reduce our liquidity, or may result in sales of shares of our Class A common
stock into the market, which could cause the market price of our Class A common stock to decline. As of December 31,
2024, our executive officers and other employees held an aggregate of 1. S million unvested equity awards, including up
to a maximum of 0. 6 million unvested equity awards that are scheduled to vest in the ordinary course during 2025. Tax
withholding obligations arise upon vesting of equity awards and these obligations must be satisfied at the time they arise
through cash payments remitted to the relevant tax authorities. To the extent we satisfy our tax withholding obligations
with respect to these equity awards by withholding shares and remitting cash to the relevant tax authorities, the net cash
payments due for taxes upon the vesting of such equity compensation awards is dependent on the price of our Class A
common stock on the applicable vesting dates and could be substantial. Net tax withholding obligations will vary based
upon, among other things: the price of our Class A common stock at the time of vesting; the applicable tax withholding
rates then in effect; the number of employees electing to pay us an amount in cash, via a broker, sufficient to cover their
applicable tax withholding obligations; whether we continue to arrange for withholding in respect of vesting; the number
of equity awards that may be forfeited prior to vesting; the level of achievement with respect to performance- or market-
based awards; and the timing and amounts of future equity awards. We may seek to implement “ sell- to- cover ”
arrangements with one or more holders of equity awards to minimize our expenditure of cash to satisfy tax withholding
obligations. Under such arrangements, a broker would assist the holder in selling, in the open market, all or a portion of
the shares subject to the equity award vesting and would remit a portion of the sales proceeds to us. We would in turn
remit such amounts to the taxing authorities. Such “ sell- to- cover ” arrangements would enable us to satisfy tax
withholding obligations and remain in a net neutral cash position, but would result in sales of shares of our Class A
common stock into the market, and such sales could cause the market price of our Class A common stock to decline. In
addition, if the price of our Class A common stock appreciates rapidly or experiences temporary dislocations that
coincide with vesting dates, we may not be able to change our withholding methodology prior to vesting events. Future
obligations could have a negative impact on our liquidity and ability to use funds for operational purposes and could
have a material adverse effect on our business, results of operations, financial condition and prospects. Risks Related to
Our Business Model and Industry The insurance business, including the market for automobile ;-and renters and-homeowners
insurance, is historically cyclical in nature, and we may experience periods with excess underwriting capacity and unfavorable
premium rates, which could adversely affect our business. Historically, insurers have experienced significant fluctuations in
operating results due to competition, frequency and severity of catastrophic events, levels of capacity, adverse litigation trends,
regulatory constraints, general economic conditions, and other factors. The supply of insurance is related to prevailing prices,
the level of insured losses and the level of capital available to the industry that, in turn, may fluctuate in response to changes in
rates of return on investments being earned in the insurance industry. As a result, the insurance business historically has been a
cyclical industry characterized by periods of intense price competition due to excessive underwriting capacity as well as periods
when shortages of capacity increase premium levels. Demand for insurance depends on numerous factors, including the
frequency and severity of catastrophic events, levels of capacity, the introduction of new capital providers and general economic
conditions. All of these factors fluctuate and may contribute to price declines generally in the insurance industry. We cannot
predict with certainty whether market conditions will improve, remain constant or deteriorate. Negative market conditions may
impair our ability to underwrite insurance at rates we consider appropriate and commensurate relative to the risk assumed.
Additionally, negative market conditions could result in a decline in policies sold, an increase in the frequency of claims and
premium defaults, and an uptick in the frequency of falsification of claims. If we cannot underwrite insurance at appropriate
rates, our ability to transact business will be materially and adversely affected. Any of these factors could lead to an adverse
effect on our business, results of operations anet, financial condition and prospects . Retention of business written by us or
through our Texas county mutual arrangement could expose us to potential losses. We retain risk for business underwritten by
our insurance company subsidiaries, including business assumed through our Texas county mutual arrangement. The
determination to retain risk by reducing the amount of external reinsurance, by being unwilling or unable to obtain reinsurance,
or by not purchasing reinsurance for a particular risk, customer segment or niche, is based on a complex variety of factors,
including market conditions, strategy, pricing, availability of reinsurance, our capital levels, loss experience and tolerance.
Historically, we have utilized reinsurance to expand our capacity to write more business than our insurance subsidiaries’ surplus
would have otherwise supported. Currently, we are ceding less of our business to external reinsurers than we have done
previously. A determination by us to continue to retain greater risk, or the retention of even more business in the future,
increases our financial exposure to losses and significant losses could have a material adverse effect on our business, results of
operations, financial condition, Hqutdtty-and prospects restlts-efoperations-. Reinsurance may be unavailable at current levels
and prices, which may limit our ability to underwrite new policies. Furthermore, reinsurance subjects us to counterparty risk and
may not be adequate to protect us against losses, which could have an adverse effect on our results of operations and financial
condition. Reinsurance is a contract by which an insurer, which may be referred to as the ceding insurer, agrees with a second
insurer, called a reinsurer, that the reinsurer will cover a portion of the losses incurred by the ceding insurer in the event a claim
is made under a pohcy 1§sued by the Cedlng insurer, in exchange for a premium. Our regulated insurance subsidiaries ;Reot

af 61RO astrarty : 7-obtain reinsurance to help manage exposure to property
and casualty insurance risks. Althouéh our reinsurance counterp'lrtles are liable to us according to the terms of the reinsurance
polietes-treaties , we remain primarily liable to our policyholders as the direct insurers on all risks reinsured. As a result,
reinsurance does not eliminate the obligation of our regulated insurance subsidiary to pay all claims, and we are subject to the




risk that one or more of our reinsurers will be unable or unwilling to honor its obligations, that the reinsurers will not pay in a
timely fashion, or that our losses are so large that they exceed the limits inherent in our reinsurance contracts ylimiting-reeovery
. We are also subject to the risk that under applicable insurance laws and regulations we may not be able to take credit for the
reinsurance on our financial statements and instead would be required to hold separate admitted assets as reserves to cover
claims on the risks that we have ceded to the reinsurer. Reinsurers may become financially unsound by the time that they are
called upon to pay amounts due, which may not occur for many years, in which case we may have no legal ability to recover
what is due to us under our agreement with such reinsurer. Any disputes with reinsurers regarding coverage under reinsurance
contracts could be time consuming, costly, and uncertain of success. Market conditions beyond our control impact the
availability and cost of the reinsurance we purchase. No assuranees-guarantee can be made that reinsurance will remain
continuously available to us to the same extent and on the same terms and rates as is currently available, as such availability
depends in part on factors outside of our control. A new eentraetreinsurance treaty may not provide sufficient retnsaranee
protection. Market forces and external factors, such as significant losses from hurricanes or terrorist attacks or an increase in
capital and surplus requirements, impact the availability and cost of the reinsurance we purchase. If we were unable to maintain
our current level of reinsurance or purchase new reinsurance protection in amounts that we consider sufficient at acceptable
prices, we would have to either accept an increase in our catastrophe exposure, reduce our insurance underwritings, or develop
or seek other alternatives. The unavailability of acceptable reinsurance protection would have a materially adverse impact on our
business model, which depends on reinsurance companies to absorb any unfavorable variance from the level of losses
anticipated at underwriting. If we are unable to obtain adequate reinsurance at reasonable rates, we would have to increase our
risk exposure or reduce the level of our underwriting commitments, each of which eewld-would have a material adverse effect
upon our business ¥etame-and profitability. Alternatively, we could elect to pay higher than reasonable rates for reinsurance
coverage, which eettd-would have a material adverse effect upon our profitability unless policy premium rates could be raised,
in most cases subject to approval by state regulators, to offset this additional cost. Reinsurance subjects us to risks of our
reinsurers and may not be adequate to protect us against losses arising from ceded insurance, which could have an adverse effect
on our results of operations and financial condition. The collectability of reinsurance recoverables is subject to uncertainty
arising from a number of factors, including changes in market conditions, whether insured losses meet the qualifying conditions
of the reinsurance contract and whether reinsurers, their affiliates, or certain regulatory bodies have the financial capacity and
willingness to make payments under the terms of a reinsurance treaty or contract. Any disruption, volatility and uncertainty in
the financial reinsurance markets may decrease our ability to access such markets on favorable terms, or at all. In addition, we
are subject to the risk that one or more of our reinsurers will not honor its obligations, that the reinsurers will not pay in a timely
fashion, or that our losses are so large that they exceed the limits inherent in our reinsurance contracts, limiting recovery.
Reinsurers may become financially unsound by the time that they are called upon to pay amounts due, which may not occur for
many years, in which case we may have no legal ability to recover what is due to us under our agreement with such reinsurer .
For instance, certain reinsurers, including reinsurers utilized by us, have become financially unsound in the past . In
addition, any disputes with reinsurers regarding coverage under reinsurance contracts could be time consuming, costly, and
uncertain of success. Our inability to collect a material recovery from a reinsurer could have a material effect on our business,
results of operations ane-, financial condition and prospects . We are subject to extensive regulation and potential further
restrictive regulation may increase our operating costs and limit our growth. We are subject to extensive laws ane-, regulations
and various approvals by the individual state insurance departments in the states in which we transact business and the CIMA
as it pertains to our captive reinsurance company. These laws and-, regulations and approvals are complex and subject to
change. Changes may sometimes lead to additional expenses, increased legal exposure, increased required reserves or capital
and surplus, and additional limits on our ability to grow or to achieve targeted profitability. Regulations to which our licensed
insurance carriers and producer subsidiaries are subject include, but are not limited to: prior approval of transactions resulting in
a change of “ control ’; approval of policy forms and premiums; approval of intercompany service agreements and
reinsurance agreements; statutory and risk- based capital solvency requirements, including the minimum capital and surplus our
regulated insurance subsidiary must maintain; and establishing minimum reserves that insurance carriers must hold to pay
projected insurance claims. To the extent we decide to expand our current product offerings to include other insurance products,
this would subject us to additional regulatory requirements and scrutiny in each state in which we elect to offer such products.
Several states have also adopted legislation prohibiting unfair methods of competition and unfair or deceptive acts and practices
in the business of insurance as well as prohibiting unfair claims practices. Prohibited practices include, but are not limited to,
misrepresentations, false advertising, coercion, disparaging other insurers, unfair claims settlement procedures, and
discrimination in the business of insurance. Noncompliance with any of such state statutes may subject us to legal and
regulatory action by the relevant state insurance regulator, and possibly private litigation. States also regulate various aspects of
the contractual relationships between insurers and independent agents as well as, in certain states, insurers and third- party
administrators. Although state insurance regulators have primary responsibility for administering and enforcing insurance
regulations in the Ynited-States-U. S. , such laws and regulations are further administered and enforced by a number of
additional governmental authorities, each of which exercises a degree of interpretive latitude, including state securities
administrators; state attorneys general as well as federal agencies including the SEC, the Financial Industry Regulatory
Authority, the Federal Reserve Board, the Federal Insurance Office, the U. S. Department of Labor, the U. S. Department of
Justice and the National Labor Relations Board. Consequently, compliance with any particular regulator’ s or enforcement
authority’ s interpretation of a legal issue may not result in compliance with another’ s interpretation of the same issue,
particularly when compliance is judged in hindsight. Such regulations or enforcement actions are often responsive to current
consumer and political sensitivities, which may arise after a major event. Such rules and regulations may result in rate
suppression, limit our ability to manage our exposure to unprofitable or volatile risks, or lead to fines, premium refunds or other



adverse consequences. The federal government also may regulate aspects of our businesses, such as the protection of consumer
confidential information or the use of consumer insurance (credit) scores to underwrite and assess the risk of customers under
the Fair Credit Reporting Act, or FCRA. Among other things, the FCRA requires that insurance companies (i) have a
permissible purpose before obtaining and using a consumer report for underwriting purposes and (ii) comply with related notice
and recordkeeping requirements. Failure to comply with federal requirements under the FCRA or any other applicable federal
laws could subject us to regulatory fines and other sanctions. In addition, given our short operating history and rapid rate of
growth, we are more vulnerable to regulators identifying errors in the policy forms we use, the rates we charge, or with respect
to our customer communications, and consumer- initiated litigation, including class action litigation, pursuant to regulations
providing a private right of action. As a result of such noncompliance, regulators have in the past imposed non- material fines
and penalties and could in the future impose fines, rebates or other penalties, including cease- and- desist orders with respect to
our operations in an individual state, or all states, until the identified noncompliance is rectified. In addition, there is risk that
any particular regulator’ s or enforcement authority’ s interpretation of a legal issue or the scope of a regulator’ s authority may
change over time , or may change due to a court order or judgment, to our detriment. There is also a risk that changes in the
overall legal environment may cause us to change our views regarding the actions we need to take from a legal risk management
perspective. This would necessitate changes to our practices that may adversely impact our business. Furthermore, in some
cases, these laws and regulations are designed to protect or benefit the interests of a specific constituency rather than a range of
constituencies. State insurance laws and regulations are generally intended to protect the interests of purchasers or users of
insurance products, rather than the holders of securities that we issue. For example, state insurance laws are generally
prescriptive with respect to the content and timeliness of notices we must provide policyholders. Failure to comply with other
state insurance laws and regulations in the future could also have a material adverse effect on our business, operating results and
, financial condition and prospects . As another example, the federal government could pass a law expanding its authority to
regulate the insurance industry, expanding federal regulation over our business to our detriment. These laws and regulations may
limit our ability to grow, raise additional capital or improve the profitability of our business. Our ability to retain state licenses
depends on our ability to meet licensing requirements established by the NAIC and adopted by each state, subject to variations
across states. If we are unable to satisfy the applicable licensing requirements of any particular state, we could lose our license
to do business in that state, which would result in the temporary or permanent cessation of our operations in that state.
Alternatively, if we are unable to satisfy applicable state licensing requirements, we may be subject to additional regulatory
oversight, have our license suspended, or be subject to the seizure of assets. Any such events could adversely affect our business,
results of operations o1, financial condition and prospects . See the sections titled (i) “ Regulation — Insurance Regulation
(ii) “ Regulation — Insurance Holding Company Regulation ™ and (iii) “ Regulation — Required Licensing ” in Item 1.
Business for additional information. A regulatory environment that requires rate increases to be approved and-or that can
dictate underwriting practices ane, mandate participation in loss sharing arrangements , or require insurers to lower rates and
/ or disgorge profits may adversely affect our business, results of operations ane-, financial condition and prospects . From
time to time, political events and pressures affect the insurance market, including efforts to suppress rates to a level that may not
allow us to reach targeted levels of profitability. For example, as our loss ratio compares favorably to that of the industry, state-er
provinetal-regulatory authorities may impose rate rollbacks, require us to pay premium refunds to policyholders or otherwise
disgorge ourselves of profits , or challenge or otherwise delay our efforts to raise rates even if the property and casualty
industry generally is not experiencing regulatory challenges to rate increases. Such challenges affect our ability to obtain
approval for rate changes that may be required to achieve targeted levels of profitability and returns on equity. In addition,
certain states have enacted laws that require an insurer conducting business in that state to participate in assigned risk plans,
reinsurance facilities and joint underwriting associations. Certain states also require insurers to offer coverage to all consumers,
often restricting an insurer’ s ability to charge the price it might otherwise charge. In these markets, we may be compelled to
underwrite significant amounts of business at lower- than- desired rates, possibly leading to an unacceptable return on equity.
Laws and regulations of many states also limit an insurer’ s ability to withdraw from one or more lines of insurance there, except
pursuant to a plan that is approved by the state insurance department. Additionally, as addressed above, certain states require
insurers to participate in guaranty funds for impaired or insolvent insurance companies. These funds periodically assess losses
against all insurance companies doing business in the state. Our business, results of operations ane-, financial condition and
prospects could be adversely affected by any of these factors. State insurance regulators impose additional reporting
requirements regarding enterprise risk on insurance holding company systems, with which we must comply as an insurance
holding company. In the past decade, various state insurance regulators have increased their focus on risks within an insurer’ s
holding company system that may pose enterprise risk to the insurer. For As-an-example, an insurance holding company
system’ s ultimate controlling person is required to submit annually to its primary state insurance regulator an *“ enterprise risk
report ” that identifies activities, circumstances or events involving one or more affiliates of an insurer that, if not remedied
properly, are likely to have a material adverse effect upon the financial condltlon or 11qu1d1ty of the insurer or its insurance
holding company system as a whole. ; ; pany ;
required-to-file-anannuat-enterpriseriskreport—On behalf of Root Insurance Company and Root Property & Casualty Insurance
Company, Root Inc. submitted its annual enterprise risk report with Ohio on June 1, 2623-2024 , as required by Ohio law .
Other changes include the requirement that a controlling person submit prior notice to its supervisory insurance regulator of a
divestiture of control, having detailed minimum requirements for cost sharing and management agreements between an insurer
and its affiliates and expansion of the agreements between an insurer and its affiliates to be filed with its supervisory insurance
regulator. There is also risk that insurance holding company systems may become subject to group capital requirements at the
holding company level. The NAIC has developed a group capital calculation covering all entities in our insurance company
group for us in solvency monitoring activities. The group capital calculation provides regulators with an additional analytical




tool for conducting supervisory activities. The state of our primary state-insurance regulator, Ohio, provides that an insurance
holding company system that does not write business outside the United-States-U. S. , like us, is not required to file a group
capital calculation until June 1, 2025. We rely on technology and intellectual property from third parties to operate our business,
including for pricing and underwriting our insurance policies, handling claims and maximizing automation, the unavailability or
inaccuracy of which could limit the functionality of our products and disrupt our business. Our business is highly dependent
upon our ability to perform necessary business functions in an efficient and uninterrupted manner. The shut- down, disruption,
degradation or unavailability of one or more of our systems or facilities, or the inability of our employees to communicate in a
largely work- from- home environment, for any reason could significantly impair our ability to perform critical business
functions on a timely basis. In addition, many of our critical business systems interface with and depend on third- party systems.
We currently offer our products through our website and mobile app using third- party data centers and a leading previders—-
provider of cloud infrastructure services. We do not have control over the operations or facilities of these third parties. Such
facilities are vulnerable to damage or interruption from human error, intentional bad acts, earthquakes, floods, fires, severe
storms, war, terrorist attacks, power losses, hardware failures, systems failures, telecommunications failures, and similar events,
many of which are beyond our control, any of which could disrupt our services, prevent customers from accessing our products,
destroy customer data, or prevent us from being able to continuously back up and record data. In the event of significant
physical damage to one of these data centers, it may take a significant period of time to achieve full resumption of our services,
and our disaster recovery planning may not account for all eventualities. If the data centers we utilize or related systems fail to
operate properly, or become disabled even for a brief period of time, we could suffer financial loss, a disruption of our business,
liability to customers or damage to our reputation. We may not be able to easily switch our operations to another cloud or data
center provider if there are disruptions or interference, and, even if we do switch our operations, other cloud and data center
providers are subject to the same risks. Moreover, negative publicity arising from these types of disruptions could damage our
reputation and may adversely impact the use of our website and mobile app. We use technology and intellectual property
licensed from unaffiliated third parties in certain of our products, and we may license additional third- party technology and
intellectual property in the future. Any errors or defects in this third- party technology and intellectual property could result in
errors that could harm our brand and business. In addition, licensed technology and intellectual property may not continue to be
available on commercially reasonable terms, or at all. Further, although we believe that there are currently adequate
replacements for the third- party technology and intellectual property we presently use, the loss of our right to use any of this
technology and intellectual property could result in delays in producing or delivering affected products until equivalent
technology or intellectual property is identified, licensed or otherwise procured, and integrated. Our business would be disrupted
if any technology and intellectual property we license from others or functional equivalents of this software were either no
longer available to us or no longer offered to us on commercially reasonable terms or prices. In either case, we would be
required etther-to attempt to redesign our products to function with technology and intellectual property available from other
parties or to develop these components ourselves, which would result in increased costs and could result in delays in product
sales and the release of new product offerings. Alternatively, we might be forced to limit the features available in affected
products. We may not carry sufficient business interruption insurance, it may not be sufficient to compensate us for the
potentially significant losses, including the potential harm to the future growth of our business that may result from interruptions
in our services or products. Any of these results could harm our business, results of operations ane-, financial condition and
prospects . We are subject to payment processing risk. We currently rely exclusively on one third- party vendor to provide
payment processing services, including the processing of payments from credit cards and debit cards, and our business would be
disrupted if this vendor refuses to provide these services to us and we are unable to find a suitable replacement on a timely basis
or at all. If we or our processing vendor fail to maintain adequate systems for the authorization and processing of credit card
transactions, it could cause one or more of the major credit card companies to disallow our continued use of their payment
products. The failure to do so could result in contractual fines or disruption of our ability to receive credit card payments ,
harming our reputation and financial condition. Data security standards for merchants and service providers that accept credit
card payments are prescribed by the PCI Security Standards Council, or PCI, an independent body formed by an association of
the major credit card vendors. These standards are intended to promote a common set of data security measures to help ensure
the safe handling of sensitive information by companies accepting credit card payments. The PCI data security standards,
however, will likely evolve over time to address emerging payment security risks and other issues yrequiring additional
compliance efforts by us. Our intention is to maintain compliance with PCI” s data security standards. The payment methods
that we offer also subject us to potential fraud and theft by criminals, who are becoming increasingly mere-sophisticated,
seeking to obtain unauthorized access to or exploit weaknesses that may exist in payment systems. If we fail to comply with
applicable rules or requirements for the payment methods we accept, including the Payment Card Industry Data Security
Standard, a self- regulatory standard that requires companies that process payment card data to implement certain data security
measures, or if payment- related data are compromised due to a breach of data, we may be liable for significant costs incurred
by payment card issuing banks and other third parties or subject to fines and higher transaction fees, or our ability to accept or
facilitate certain types of payments may be impaired. In addition, our customers could lose confidence in certain payment types,
which may result in a shift to other payment types or potential changes to our payment systems that may result in higher costs. If
we fail to adequately control fraudulent credit card transactions, we may face civil liability, diminished public perception of our
security measures, and significantly higher credit card- related costs, each of which could harm our business, results of
operations ase-, financial condition and prospects . Our success depends upon the insurance industry continuing to move online
at its current pace and the continued growth and acceptance of online and mobile app- based products and services as effective
alternatives to traditional offline products and services. We provide automobile and renters insurance products primarily through
our websites, mobile apps— app , and partnership channel, including our embedded insurance product and our independent



agent platform , which compete with traditional offline insurance counterparts. We believe that the continued growth and
acceptance of online products and services as well as those offered through mobile devices generally will depend, to a large
extent, on the continued growth in commercial use of the internet and mobile apps, and the continued migration of traditional
offline markets and industries online. Purchasers of insurance may develop the perception that purchasing insurance products
online or through a mobile app is not as effective as purchasing such products through a broker or other traditional offline
methods, and the insurance market may not migrate online as quickly as (or at the levels that) we expeet-prefer . Moreover, if,
for any reason, an unfavorable perception generally develops that telematics, mobile engagement, a technology- based platform
, artificial intelligence and / or bots are less efficacious than traditional oftline methods of purchasing insurance, underwriting,
claims processing, and other functions that do not use data automation, artificial intelligence and / or bots, or that our processes
lead to unfair outcomes, our business, results of operations ane-, financial condition and prespects could be adversely affected.
Our actual incurred losses and LAE may be greater than our loss and LAE reserves, which could have a material adverse effect
on our business, results of operations, financial condition and prospects results-ofoperations-. Our financial condition and
results of operations depend on our ability to accurately price risk and assess potential losses and LAE under the terms of the
policies we underwrite. Reserves do not represent an exact calculation of the unpaid claims liability. Rather, reserves represent
an estimate of what the expected ultimate settlement and administration of claims will cost, and the ultimate liability may be
greater or less than the current estimate. In our industry, there is always the risk that reserves may prove inadequate or redundant
since we will likely misestimate the cost of claims and claims administration. We base our estimates on our assessment of
known facts and circumstances, as well as estimates of future trends in claim severity, claim frequency, judicial theories of
liability, and other factors. These variables are affected by both internal and external events that could increase our exposure to
losses, including changes in actuarial projections, claims handling procedures, inflation, severe weather, economic and judicial
trends and legislative and regulatory changes. Moreover, changing climate conditions, whether due to global climate change or
other causes, may increase how often severe weather events and other natural disasters occur, how long they last, and how
much insured damage they cause, and may change where the events occur. We regularly monitor reserves using new
information on reported claims and a variety of statistical techniques to update our current estimate. Our estimates could prove to
be inadequate, and this underestimation could have a material adverse effect on our business, results of operations, financial
condition and prospects . Recorded claim reserves, including case reserves, salvage and subrogation and incurred but not
reported, or IBNR, claims reserves, are based on our estimates of losses after considering known facts and interpretations of the
circumstances, including settlement agreements. Additionally, models that rely on the assumption that past loss development
patterns will persist into the future are used. Internal factors are considered including our experience with similar cases, actual
claims paid, historical trends involving claim payment patterns, pending levels of unpaid claims, loss management programs,
product mix, state mix, contractual terms, industry payment and reporting patterns, and changes in claim reporting, and
settlement practices. External factors are also considered, such as court decisions, changes in law and litigation imposing
unintended coverage. We also consider benefits, such as requiring the availability of multiple limits for a single loss occurrence.
Regulatory requirements and economic conditions are also considered. Since reserves are estimates of the unpaid portion of
losses and expenses for events that have occurred, including IBNR losses, the establishment of appropriate reserves, including
reserves for catastrophes, is an inherently uncertain and complex process that is regularly refined to reflect current estimation
processes and practices. The ultimate cost of losses may vary materially from recorded reserves and such variance may
adversely affect our business, results of operations ane, financial condition and prospects as the reserves and reinsurance
recoverables are reestimated. If any of our insurance reserves should prove to be inadequate for the reasons discussed above, or
for any other reason, we will be required to increase reserves, resulting in a reduction in our net income and stockholders’ equity
in the period in which the deficiency is identified. Future loss experience substantially in excess of established reserves could
also have a material adverse effect on future earnings and liquidity and financial rating, which would affect our ability to attract
new business or to retain existing customers. Performance of our investment portfolio is subject to a variety of investment risks
that may adversely affect our financial results. Our results of operations depend, in part, on the performance of our investment
portfolio. We seek to hold a diversified portfolio of investments in accordance with our investment policy, which is routinely
reviewed by the Audit, Risk and Finance Committee. However, our investments are subject to general economic and market
risks as well as risks inherent to particular securities and classes of securltles Our prrmary market rrsk exposures are to
changes in interest rates. See the section titled ar
Operations—uantitative and Qualitative Drsclosures about Market Rrsk =’ in Item s Management’ s Dlscusswn and
Analysis of Financial Condition and Results of Operations. [n recent years, interest rates have been at or near historic lows
although rates have been slightly higher of late . A protracted low interest rate environment would place pressure on our net
investment income, particularly as it relates to fixed income securities and short- term investments, which, in turn, may
adversely affect our operating results. Future increases in interest rates could cause the values of our fixed income securities
portfolios to decline, with the magnitude of the decline depending on the maturity of the securities included in our portfolio and
the amount by which interest rates increase. Some fixed income securities have call or prepayment options, which create
possible reinvestment risk in declining rate environments. Other fixed income securities, such as mertgage—backed-and-asset-
backed securities, carry prepayment risk or, in a rising interest rate environment, may not prepay as quickly as expected. The
value of our investment portfolio is subject to the risk that certain investments may default or become impaired due to
deterioration in the financial condition of one or more issuers of the securities we hold, or due to deterioration in the financial
condition of an insurer that guarantees an issuer’ s payments on such investments. Downgrades in the credit ratings of fixed
maturities also have a significant negative effect on the market valuation of such securities. Such factors could reduce our net
investment income and result in realized investment losses. Our investment portfolio is subject to increased valuation
uncertainties when investment markets are illiquid. The valuation of investments is more subjective when markets are illiquid,




thereby increasing the risk that the estimated fair value (i. e., the carrying amount) of the securities we hold in our portfolio does
not reflect prices at which actual transactions would occur. Risks for all types of securities are managed through the application
of our investment policy, which establishes investment parameters that include, but are not limited to, maximum percentages of
investment in certain types of securities and minimum levels of credit quality, which we believe are within applicable guidelines
established by the NAIC. The maximum percentage and types of securities we may invest in are subject to insurance laws and
regulations, which may and de change. Failure to comply with these laws and regulations would cause non- conforming
investments to be treated as non- admitted assets for purposes of measuring statutory surplus and, in certain circumstances, we
would be required to dispose of such investments. Although we seek to preserve our capital, we cannot guarantee be-eertain-that
our investment objectives will be achieved, and results may vary substantially over time. In addition, although we seek to
employ investment strategies that are not correlated with our insurance and reinsurance exposures, losses in our investment
portfolio may occur at the same time as underwriting losses and, therefore, exacerbate the adverse effect of the losses on us. The
inability to access our cash accounts or to convert investments into cash on favorable terms when we desire to do so may
materially and adversely affect our business, cash flows and capital position. We rely on our ability to access our cash accounts
at banks and other financial institutions to operate our business. If we are unable to access the cash in those accounts as needed,
whether due to our own systems difficulties, an institution- specific issue at the bank or financial institution (such as a bank
failure, cybersecurity breaeh-incident , severe weather or other catastrophe impacting their operations), a broader disruption in
banking, financial or wire transfer systems, or otherwise, our ability to pay insurance claims and other financial obligations
when due and otherwise operate our business could be materially adversely affected. In the recent past, certain banks,
including a bank utilized by the Company, have failed and depositors, including the Company, were unable to access
funds in those banks for a period of time. Likewise, our investment portfolios are subject to risks inherent in the nation’ s and
world’ s capital markets, including the Ynited-States-U. S. continuing to honor its outstanding debt and other obligations. Any
disruption in the functioning of those markets or in our ability to liquidate investments or specific categories of investments on
favorable terms when desired, or a default by the Ynited-States-U. S. in its obligations, could impair our ability to pay claims or
other financial obligations when due and could result in a significant decline in the value of our investment portfolio and have a
material adverse impact on our cash flows and capital position. Any such event or series of such events could also result in
significant operational difficulties, reputational harm and adverse actions by regulators and have a material adverse effect on our
business, results of operations, financial condition yeashflews;-and prospects results-efoperations-. Unexpected changes in
the interpretation of our coverage or provisions, including loss limitations and exclusions, in our policies could have a material
adverse effect on our financial condition and results of operations. There can be no assuranees-guarantees that specifically
negotiated loss limitations or exclusions in our policies will be enforceable in the manner we or our customers intend, or at all.
As industry practices and legal, judicial, social, and other conditions change, unexpected and unintended issues related to claims
and coverage may emerge. For example, many of our policies limit the period during which a customer may bring a claim,
which may be shorter than the statutory period under which such claims can be brought against our customers. While these
limitations and exclusions help us assess and mitigate our loss exposure, it is possible that a court or regulatory authority could
nullify or void a limitation or exclusion, or legislation could be enacted modifying or barring the use of such limitations or
exclusions. These types of governmental actions could result in higher than anticipated losses and LAE, which could have a
material adverse effect on our business, results of operations, financial condition or prospects restlts-efoperations-. [n
addition, court decisions, such as the 1995 Montrose decision in California could read policy exclusions natrewly-so as to
expand coverage, thereby requiring insurers to create and write new exclusions. Under insurance laws, the insurer typically has
the burden of proving an exclusion applies and any ambiguities in the terms of a loss limitation or exclusion provision are
typically construed against the insurer. These issues may adversely affect our business by either broadening coverage beyond
our underwriting intent e, by increasing the frequency or severity of claims or beth . In some instances, these changes may not
become apparent until sometime after we have issued insurance contracts that are affected by the changes. As a result, the full
extent of liability under our insurance contracts may not be known for many years after a contract is issued and may subject us
to aggregated class action litigation . Risks Related to Ownership of Our Class A Common Stock Failure to meet the
continued listing requirements of Nasdaq could result in delisting of our Class A common stock, which in its turn would
negatively affect the price of our Class A common stock and limit investors’ ability to trade in our common stock. Our common
stock trades on Nasdaq. Nasdaq rules impose certain continued listing requirements, including the minimum $ 1 bid price,
corporate governance standards and number of public stockholders. If we fail to meet these continued listing requirements,
Nasdaq may take steps to delist our Class A common stock. If our Class A common stock is delisted from The Nasdaq Global
Select Market, we could face significant material adverse consequences, including: « a limited availability of market quotations
for our Class A common stock; ¢ a reduced liquidity with respect to our Class A common stock; * a determination that shares of
our Class A common stock are a “ penny stock, ~” which will require broker- dealers trading in our Class A common stock to
adhere to more stringent rules, possibly resulting in a reduced level of trading activity in the secondary trading market for our
Class A common stock; ¢ a limited amount of news and analyst coverage for our company; and ¢ a limited ability to issue
additional securities or obtain additional financing in the future. The dual class structure of our common stock will have the
effect of concentrating voting control with our executive officers, directors and their affiliates, which will limit your ability to
influence the outcome of important transactions. Our Class B common stock has ten votes per share and our Class A common
stock has one vote per share. As of February +5-19 , 2624-2025 , holders of our Class B common stock collectively beneficially
own shares representing approximately §2-77 . 8-0 % of the voting power of our outstanding capital stock. Our directors and
executive officers and their affiliates collectively beneficially own, in the aggregate, shares representing approximately +8-21 . 2
4 % of the voting power of our outstanding capital stock. As a result, the holders of our Class B common stock are able to
exercise considerable influence over matters requiring stockholder approval, including the election of directors and approval of



significant corporate transactions, such as a merger or other sale of our company or our assets, even if their stock holdings
represent less than 50 % of the outstanding shares of our capital stock. This concentration of ownership limits the ability of
other stockholders to influence corporate matters and may cause us to make strategic decisions that could involve risks to you or
that may not be aligned with your interests. This control may adversely affect the market price of our Class A common stock.
Further, future transfers by holders of our Class B common stock will generally result in those shares converting into shares of
our Class A common stock, subject to limited exceptions, such as certain transfers effected for tax or estate planning purposes.
The conversion of shares of our Class B common stock into shares of our Class A common stock will have the effect, over time,
of increasing the relative voting power of those holders of Class B common stock, including our directors and executive officers
and their affiliates, who retain their shares in the long term. Applicable insurance laws may make it difficult to effect a change of
control. Under applicable state insurance laws and regulations, no person may acquire “ control ” of an a-demestie-insurer until
written approval is obtained from the state insurance commissioner. Applicable law provides for a rebuttable presumption of
control ” by any person which owns or acquires, directly or indirectly, 10 % or more of the voting stock of the insurance
company, and a person must seek regulatory approval from the superintendent of the supervisory DOI prior to acquiring direct
or indirect *“ control ” of an a-demestte-insurer by filing a Form A Statement Regarding the Acquisition of Control of or Merger
with a Domestic Insurer, or Form A. As part of this Form A application, the entity acquiring control (as well as any controlling
shareholders of such entity) will need to submit, along with other documents and disclosures, its financial statements,
organizational charts and biographical affidavits for any officers, directors and controlling shareholders of each applicable
entity. Would- be acquirers may find these requirements burdensome, which could deter potential acquisition proposals and may
serve to delay or prevent change of control transactions, including transactions that some or all of the stockholders might
consider to be desirable. These requirements may also inhibit our ability to acquire an insurance company should we wish to do
so in the future. We do not intend to pay dividends on our Class A common stock so any returns will be limited to the value of
our stock. We currently anticipate that we will retain future earnings for the development, operation and expansion of our
business and do not anticipate declaring or paying any cash dividends for the foreseeable future. Additionally, we are a holding
company that transacts a majority of our business through operating subsidiaries. Consequently, our ability to pay dividends to
stockholders is largely dependent on receipt of dividends and other distributions from our subsidiaries. As addressed above,
applicable insurance laws restrict the ability of our regulated insurance substedtary-subsidiaries to declare extraordinary
stockholder dividends and require insurance companies to maintain specified levels of statutory capital and surplus. Insurance
regulators have broad powers to prevent reduction of statutory surplus to inadequate levels, and there is no assuranee-guarantee
that dividends of the maximum amounts calculated under any applicable formula would be permitted. State insurance regulatory
authorities that have jurisdiction over the payment of dividends by our regulated insurance subsidiary may in the future adopt
statutory provisions more restrictive than those currently in effect. Any return to stockholders will therefore be limited to the
appre(:1at10n of their stock. As a public company, we are subject to more stringent federal and state law requirements. We s
incur significant increased costs as a result of operating as a public company, and our management wit-be-reguired-to-devote
devotes substantial time to frew-compliance initiatives. As a public company, we are subject to the reporting requirements of the
Exchange Act, the Sarbanes- Oxley Act, the Dodd- Frank Act, the listing requirements of Nasdaq, and other applicable
securities rules and regulations. Compliance with these rules and regulations have and may continue to increase our legal,
accounting, investor relations, financial and other costs and expenses, make some activities more difficult, time- consuming or
costly and increase demand on our systems and resources. The Exchange Act requires, among other things, that we file annual,
quarterly and current reports with respect to our business and operating results. In addition, the Sarbanes- Oxley Act and rules
subsequently implemented by the SEC and Nasdaq have imposed various requirements on public companies, including
establishment and maintenance of effective disclosure and financial controls and corporate governance practices. Stockholder
activism, the current political environment and the current high level of U. S. government intervention and regulatory reform
may also lead to substantial new regulations and disclosure obligations, which may in turn lead to additional compliance costs
and impact the manner in which we operate our business in ways we do not currently anticipate. Our management and other
personnel devote a substantial amount of time to comply with these requirements. Moreover, these requirements will increase
our legal and financial compliance costs and will make some activities more time- consuming and costly. We cannot predict or
estimate the amount or timing of additional costs we may incur to respond to these requirements. Being a public company and
the associated rules and regulations make it more expensive for us to obtain director and officer liability insurance, and we may
be required to accept reduced coverage or incur substantially higher costs to obtain adequate coverage. These factors could also
make it more difficult for us to attract and retain qualified members of our board of directors, particularly to serve on our Audit,
Risk and Finance Committee and Compensation Committee, and qualified executive officers. Inereasing-serutiny;-actions
Actions and changing expectations from investors, clients, regulators and our employees with respect to environmental, social
and governance ¢“ESG5-matters may impose additional costs on us, impact our access to capital, or expose us to new or
additional risks. Inereased-feeus-Changing expectations , including from governmental organizations, investors, employees and
clients, on ESG-environmental, social and governance matters such as environmental stewardship, climate change, diversity,
equity and inclusion, pay equity, racial justice, workplace conduct and cybersecurity and data privacy, may result in increased
costs (including but not limited to increased costs related to compliance and stakeholder engagement), impact our reputation, or
otherwise affect our business performance. Conflicting environmental, social and governance policies within jurisdictions,
such as between federal and some state policies in the U. S., is leading to a complex and fragmented regulatory
environment, which may be difficult to navigate and we may not effectively anticipate or respond to regulatory changes.
Negative public perception, adverse publicity or negative comments in social media could damage our reputation or harm our
relationships with regulators , investors and the communities in which we operate, if we do not, or are not perceived to,
adequately address these issues, including if we fail to demonstrate progress towards any current or future ESG-environmental,



social and governance goals. Any harm to our reputatlon could negatrvely 1mpact employee engagement and retentlon and the
wrlhngness of customers to do busmess W1th us. v 0 y : :

ﬂegaﬁve{y—nﬁpaet—eﬂfbustness—We could also incur addltlonal costs and require addltlonal resources to monitor, report and
comply with various ESG-environmental, social and governance practices. In addition, a variety of organizations have
developed ratings to measure the performance of companies on ESG-environmental, social and governance topics, and the
results of some of these assessments are widely publicized. Such ratings are used by some investors to inform their investment
and voting decisions. In addition, many investors have created their own proprietary ratings that inform their investment and
voting decisions. Unfavorable ratings of the Company or our industry, as well as omission of inclusion of our stock into ESG~-
environmental, social and governance oriented investment funds may lead to negative investor sentiment and the diversion of
investment to other companies or industries, which could have a negative impact on our stock price and our access to and cost of
capital. If we fail to maintain proper and effective internal control over financial reporting, our ability to produce accurate and
timely financial statements could be impaired, investors may lose confidence in our financial reporting and the trading price of
our Class A common stock may decline. Pursuant to Section 404 of the Sarbanes- Oxley Act, we are required to furnish a report
by our management on our internal control over financial reporting, including an attestation report on internal control over
financial reporting issued by our independent registered public accounting firm. The rules governing the standards that must be
met for management to assess our internal control over financial reporting are complex and require significant documentation,
testing and possible remediation. Our management is responsible for establishing and maintaining adequate internal control over
our financial reporting, as such term is defined in Rules 13a- 15 (f) and 15d- 15 (f) under the Exchange Act. Internal control over
financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with GAAP. Our management does not expect that our
internal control over financial reporting will prevent or detect all errors and all fraud. A control system, no matter how well
designed and operated, can provide only reasonable assurance, not absolute assurance, that the control system’ s objective will
be met. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that
misstatements due to error or fraud will not oceur or that all control issues and instances of fraud, if any, wrthm our Company
will have been detected ' ; : ; : d

that there erl not be materral Weaknesses in our mternal control over fmancral reportmg in the future. Any failure to maintain
internal control over financial reporting could severely inhibit our ability to accurately report our financial condition, results of
operations or cash flows. If we are unable to conclude that our internal control over financial reporting is effective in the future,
or if our independent registered public accounting firm determines that we have a material weakness in our internal control over
financial reporting, investors may lose confidence in the accuracy and completeness of our financial reports, the market price of
our Class A common stock could decline and we could be subject to sanctions or investigations by Nasdaq, the SEC or other
regulatory authorities. Failure to remedy any material weakness in our internal control over financial reporting, or to implement
or maintain other effective control systems required of public companies, could also restrict our future access to capital markets.
To comply with the Sarbanes- Oxley Act, the requirements of being a reporting company under the Exchange Act and any
complex accounting rules in the future, we may need to upgrade our information technology systems; implement additional
financial and management controls, reporting systems and procedures; and hire additional accounting and finance staff. If we
are unable to hire the additional accounting and finance staff necessary to comply with these requirements, we may need to
retain additional outside consultants. If we or ;our auditors are unable to conclude that our internal control over financial
reporting is effective, investors may lose confidence in our financial reporting and the trading price of our Class A common
stock may decline. Provisions in our corporate charter documents and under Delaware law could make an acquisition of us,
which may be beneficial to our stockholders, more difficult and may prevent attempts by our stockholders to replace or remove
our current management. Provisions in our amended and restated certificate of incorporation and amended and restated bylaws
may discourage, delay or prevent a merger, acquisition or other change in control of us that stockholders may consider
favorable, including transactions in which you might otherwise receive a premium for your shares. These provisions also could
limit the price that investors might be willing to pay in the future for shares of our Class A common stock, thereby depressing
the market price of our Class A common stock. 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, these provisions: ¢ establish a classified board of directors such that not all members of the board are
elected at one time; ¢ allow the authorized number of our directors to be changed only by resolution of our board of directors; ¢
limit the manner in which stockholders can remove directors from the board; ¢ establish advance notice requirements for
stockholder proposals that can be acted on at stockholder meetings and nominations to our board of directors; ¢ require that
stockholder actions must be effected at a duly called stockholder meeting and prohibit actions by our stockholders by written
consent; ¢ prohibit our stockholders from calling a special meeting of our stockholders; ¢ authorize our board of directors to issue
preferred stock without stockholder approval, which could be used to institute a stockholder rights plan, or so- called “ poison



pill, ” that would work to dilute the stock ownership of a potential hostile acquirer, effectively preventing acquisitions that have
not been approved by our board of directors; and ¢ require the approval of the holders of at least 66 2/3 % of the votes that all
our stockholders would be entitled to cast to amend or repeal certain provisions of our charter or bylaws. Moreover, because we
are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, or
DGCL, which prohibits a person who owns 15 % or more of our outstanding voting stock from merging or combining with us
for a period of three years after the date of the transaction in which the person acquired 15 % or more of our outstanding voting
stock, unless the merger or combination is approved in a prescribed manner. These provisions could discourage potential
acquisition proposals and could delay or prevent a change in control transaction. They could also have the effect of discouraging
others from making tender offers for our Class A common stock, including transactions that may be in your best interests. These
provisions may also prevent changes in our management or limit the price that investors are willing to pay for our stock. Claims
for indemnification by our directors and officers may reduce our available funds to satisfy successful third- party claims against
us and may reduce the amount of money available to us. Our amended and restated certificate of incorporation and amended and
restated bylaws provide that we will indemnify our directors and officers, in each case, to the fullest extent permitted by
Delaware law. Delaware law provides that directors of a corporation will not be personally liable for monetary damages for any
breach of fiduciary duties as directors, except liability for: « any breach of the director’ s duty of loyalty to the corporation or its
stockholders; ¢ any act or omission not in good faith or that involves intentional misconduct or a knowing violation of law; ¢
unlawful payments of dividends or unlawful stock repurchases or redemptions; or ¢ any transaction from which the director
derived an improper personal benefit. Such limitation of liability does not apply to liabilities arising under federal securities laws
and does not affect the availability of equitable remedies such as injunctive relief or rescission. Our amended and restated
bylaws provide that we are required to indemnify our directors and officers to the fullest extent permitted by Delaware law and
may indemnify our other employees and agents. Our amended and restated bylaws also provide that, on satisfaction of certain
conditions, we will advance expenses incurred by a director or officer in advance of the final disposition of any action or
proceeding, and secure insurance on behalf of any officer, director, employee or other agent for any liability arising out of his or
her actions in that capacity regardless of whether we would otherwise be permitted to indemnify him or her under the provisions
of Delaware law. We have entered and expect to continue to enter into agreements to indemnify our directors and executive
officers. With certain exceptions, these agreements provide for indemnification for related expenses, including attorneys’ fees,
judgments, fines and settlement amounts incurred by any of these individuals in connection with any action, proceeding or
investigation. We believe that these amended and restated certificate of incorporation and amended and restated bylaws
provisions and indemnification agreements are necessary to attract and retain qualified persons as directors and officers. While
we maintain directors’ and officers’ liability insurance, such insurance may not be adequate to cover all liabilities that we may
incur, which may reduce our available funds to satisfy third- party claims and may adversely impact our cash position. Our
amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware and the federal
district courts of the United-States-of-Amertea-U. S. are the exclusive forums for substantially all disputes between us and our
stockholders, which could limit our stockholders” ability to obtain a favorable judicial forum for disputes with us or our
directors, officers, or employees. Our amended and restated certificate of incorporation previde-provides that the Court of
Chancery of the State of Delaware (or, if and only if the Court of Chancery of the State of Delaware lacks subject matter
jurisdiction, any state court located within the State of Delaware or, if and only if all such state courts lack subject matter
jurisdiction, the federal district court for the District of Delaware) is the exclusive forum for the following claims or causes of
action under Delaware statutory or common law: ¢ any derivative claim or cause of action brought on our behalf;  any claim or
cause of action for breach of a fiduciary duty owed by any of our current or former directors, officers or other employees to us or
our stockholders; ¢ any claim or cause of action against us or any of our current or former directors, officers or other employees,
arising out of or pursuant to any provision of the DGCL, our certificate of incorporation or our bylaws;  any claim or cause of
action seeking to interpret, apply, enforce or determine the validity of our certificate of incorporation or our bylaws; ¢ any action
or proceeding as to which the DGCL confers jurisdiction to the Court of Chancery of the State of Delaware; and ¢ any claim or
cause of action against us or any of our current or former directors, officers or other employees that is governed by the internal-
affairs doctrine, in all cases to the fullest extent permitted by law and subject to the court having personal jurisdiction over the
indispensable parties named as defendants. This provision would not apply to claims or causes of action brought to enforce a
duty or liability created by the Exchange Act, or any other claim for which the federal courts have exclusive jurisdiction, or the
Securities Act. Furthermore, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all
such Securities Act actions. Accordingly, both state and federal courts have jurisdiction to entertain such claims. To prevent
having to litigate claims in multiple jurisdictions and the threat of inconsistent or contrary rulings by different courts, among
other considerations, our amended and restated certificate of incorporation provides that the federal district courts of the Unitee
States-of-Amertea-U. S. will be the exclusive forum for resolving any complaint asserting a cause of action arising under the
Securities Act. While the Delaware courts have determined that such choice of forum provisions are facially valid, a stockholder
may nevertheless seek to bring a claim in a venue other than those designated in the exclusive forum provisions. In such
instance, we would expect to vigorously assert the validity and enforceability of the exclusive forum provisions of our amended
and restated certificate of incorporation. This may require significant additional costs associated with resolving such action in
other jurisdictions and there can be no assurance that the provisions will be enforced by a court in those other jurisdictions.
These exclusive forum provisions may limit a stockholder’ s ability to bring a claim in a judicial forum that it finds favorable for
disputes with us or our directors, officers, or other employees, which may discourage lawsuits against us and our directors,
officers and other employees. If a court were to find either exclusive- forum provision in our amended and restated certificate of
incorporation to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving the
dispute in other jurisdictions, which could seriously harm our business. Risks Related to Our Indebtedness Our Amended Term



Loan includes a floating interest rate that exposes us to interest rate risk, and the terms of our Amended Term Loan place
restrictions on our operating and financial flexibility. Our failure to comply with covenants contained in the Amended Term
Loan may result in acceleration of our repayment obligations, which could harm our liquidity, financial condition, operating
results, business and prospects and cause the price of our Class A common stock to decline. Root is a party to a five—year-term
loan agreement by and among Root, Caret Holdings, Inc., or Caret, as borrower, and other subsidiary loan parties, the lenders
party thereto, or the Lenders, and Acquiom Agency Services LLC, as the administrative agent for the Lenders, or the Term
Loan . The Term Loan was initially entered into in January 2022 and was amended in October 2024 , purstant-te-whieh-or
the Amended Term Loan. Under the terms of the Amended Term Loan , Carct has borrowed a principal amount of § 366
200 million, all of which is currently outstanding. Interest is determined on a floating interest rate calculated on the Secured
Overnight Financing Rate, or SOFR, with a 1. 0 % floor, plus 9-an applicable margin ranging from S. 25 % to 6. 00 %, based
upon the debt- to- capital ratio payable quarterly . Rising interest rates have an adverse impact on the cost of debt and
results in less cash available to utilize in our operations y-and could have a material adverse effect on our business and financial
condition. The Amended Term Loan includes limitations that restrict and limit, among other things, our ability to incur other
indebtedness and liens, make restricted payments and investments, transfer or sell certain assets, engage in transactions with
affiliates, and includes covenants requiring our cash and cash equivalents held in entltles other than our 1nsurance subsidiaries to
be at least $ %99—50 million at all times —¥h : ; ATees:

1SSuing-62-, teving-a-ratt direct contribution margln
on a rolling twelve months to be at least 20 gfess—pfefmmﬂs-ea-med—ef—l%% at the end of each fiscal quarter and the
surplus of er-our insurance subsidiaries eeasing-s :

redueing-otur-monthly-eash-bura-to ﬂe—gfe&teﬁ-h&ﬁ—be at least $42-125.0 1’1’1111101’1 at the end of each ﬁscal quarter The
Amended Term Loan also contains customary events of default, including, among others, payment default, bankruptcy events,
cross- default, breaches of covenants and representations and warranties, change of control and judgment defaults. A breach of
any of these covenants could result in default under our Amended Term Loan, which could prompt lenders to declare all
amounts outstanding under the Amended Term Loan to be immediately due and payable. A repayment of our debt would
materially reduce our cash position and may cause insurance regulators to review our financial condition and require us to take
actions to raise additional funds via equity or debt, which may be at less favorable terms than under the Amended Term Loan.
If we do not have sufficient cash or reserves, insurance regulators could take regulatory action. If we were unable to repay those
amounts, the lenders could proceed against the collateral granted to them to secure that indebtedness. An acceleration of our
outstanding indebtedness could have serious consequences to our financial condition, operating results, and business. General
Risk Factors Significant stockholders may attempt to effect changes at our company or acquire control over our company, which
could impact the pursuit of business strategies and adversely affect our results of operations and financial condition. Our
stockholders may from time to time engage in proxy solicitations, advance stockholder proposals or otherwise attempt to effect
changes or acquire control over our company. Campaigns by stockholders to effect changes at publicly traded companies are
sometimes led by investors seeking to increase short- term stockholder value through actions such as financial restructuring,
increased debt, special dividends, stock repurchases or sales of assets or the entire company. Responding to proxy contests and
other actions by activist stockholders can be costly and time- consuming and could divert the attention of our board of directors
and senior management from the management of our operations and the pursuit of our business strategies. As a result,
stockholder campaigns could adversely affect our business, results of operations ane-, financial condition and prospects .
Future acquisitions or investments could disrupt our business and harm our financial condition. In the future we may pursue
acquisitions or investments that we believe will help us achieve our strategic objectives. There is no assuranee-guarantee that
such acquisitions or investments will perform as expected or will be successfully integrated into our business or generate
substantial revenue, and we may overestimate cash flow, underestimate costs or fail to understand the risks of or related to any
investment or acquired business. The process of acquiring a business, product or technology can also cause us to incur various
expenses and create unforeseen operating difficulties, expenditures and other challenges, whether or not those acquisitions are
consummated, such as: ¢ intense competition for suitable acquisition targets, which could increase prices and adversely affect
our ability to consummate deals on favorable or acceptable terms; ¢ inadequacy of reserves for losses and LAE; e failure or
material delay in closing a transaction, including as a result of regulatory review and approvals; ¢ regulatory conditions attached
to the approval of the acquisition and other regulatory hurdles; * a need for additional capital that was not anticipated at the time
of the acquisition; * anticipated benefits not materializing or being lower than anticipated;  diversion of management time and
focus from operating our business to addressing acquisition integration challenges; ¢ transition of the acquired company’ s
customers; * difficulties in integrating the technologies, operations, existing contracts and personnel of an acquired company; ¢
retention of employees or business partners of an acquired company; * cultural challenges associated with integrating employees
from the acquired company into our organization; ¢ integration of the acquired company’ s accounting, management
information, human resources and other administrative systems; ¢ the need to implement or improve controls, procedures and
policies at a business that prior to the acquisition may have lacked effective controls, procedures and policies; ¢ coordination of
product development and sales and marketing functions; ¢ theft of our trade secrets or confidential information that we share
with potential acquisition candidates; ¢ risk that an acquired company or investment in new offerings cannibalizes a portion of
our existing business; ¢ adverse market reaction to an acquisition; ¢ liability for activities of the acquired company before the
acquisition, including patent and trademark infringement claims, violations of laws, commercial disputes, tax liabilities and
other known and unknown liabilities; and e litigation or other claims in connection with the acquired company, including claims
from terminated employees, users, former stockholders or other third parties. If we are unable to address these difficulties and
challenges or other problems encountered in connection with any future acquisition or investment, we might not realize the
anticipated benefits of that acquisition or investment and we might incur unanticipated liabilities or otherwise suffer harm to our



business generally. To the extent that we pay the consideration for any future acquisitions or investments in cash, it would
reduce the amount of cash available to us for other purposes. Future acquisitions or investments could also result in dilutive
issuances of our equity securities or the incurrence of debt, contingent liabilities, amortization expenses, increased interest
expenses or impairment charges against goodwill in our consolidated balance sheet, any of which could seriously harm our
business. We expect a number of factors to cause our results of operations to fluctuate on a quarterly and annual basis, which
may make it difficult to predict our future performance. Our revenue and results of operations could vary significantly from
quarter to quarter and year to year and may fail to match periodic expectations as a result of a variety of factors, many of which
are outside of our control. Our results may vary from period to period as a result of fluctuations in the number of customers
purchasing our insurance products and renewing their agreements with us as well as fluctuations in the timing and amount of our
expenses. In addition, the insurance industry is subject to its own cyclical trends and uncertainties, including extreme weather
which is often seasonal and may result in volatility in claims reporting and payment patterns. Fluctuations and variability across
the industry may also affect our revenue. As a result, comparing our results of operations on a period- to- period basis may not
be meaningful, and the results of any one period should not be relied on as an indication of future performance. Our results of
operations may not meet the expectations of investors or public market analysts who follow us, who may adversely change
their recommendation regarding our stock or provide more favorable relative recommendations about our competitors,
or decline or cease to cover the Company or fail to publish regular reports on us, any of which may adversely affect our
stock price. In addition to other risk factors discussed in this ““ Risk Factors ” section and elsewhere in this Annual Report on
Form 10- K, factors that may contribute to the variability of our quarterly and annual results include: ¢ our ability to attract new
customers and retain existing customers, including in a cost- effective manner; * our ability to accurately forecast revenue and
losses and appropriately plan our expenses; * the effects of changes in search engine placement and prominence; * the effects of
increased competition on our business; ¢ our ability to successfully maintain our position in and expand in existing markets as
well as successfully enter new markets; * our ability to protect our existing intellectual property and to create new intellectual
property; * our ability to maintain an adequate rate of growth and effectively manage that growth; * our ability to keep pace with
technology changes in the insurance, mobile and automobile industries; ¢ the success of our sales and marketing efforts;  the
success of our partnership channel, including our embedded insurance platform; « the success of our agency channel,
including our independent agent platform; ¢ costs associated with defending claims, including accident and coverage claims,
intellectual property infringement claims, misclassifications and related judgments or settlements; ¢ the impact of, and changes
in, governmental or other regulation affecting our business; ¢ the attraction and retention of qualified employees and key
personnel; « our ability to choose and effectively manage third- party service providers; ¢ our ability to identify and engage in
joint ventures and strategic partnerships; ¢ the impact of litigation or other losses; ¢ the effect of increasing interest rates on our
available cash; « the effects of natural or man- made catastrophic events , including those caused by global climate change ; *
the effectiveness of our internal controls; and ¢ changes in our tax rates or exposure to additional tax liabilities. New or changing
technologies, including those impacting personal transportation, could cause a disruption in our business model, which may
materially impact our results of operations and financial condition. If we fail to anticipate the impact on our business of
changing technology, including automotive technology, our ability to successfully operate may be materially impaired. Our
business could also be affected by potential technological changes, such as autonomous or partially autonomous vehicles or
technologies that facilitate ride, car or home sharing, the more widespread adoption of electric vehicles (including potentially as
a result of climate change or regulatory responses to it), or vehicles with built- in telematics features. Such changes could disrupt
the demand for products from current customers, create coverage issues or impact the frequency or severity of losses, or reduce
the size of the automobile insurance market, causing our business to decline. Since auto insurance constitutes substantially all of
our business, we are more sensitive than other insurers and more adversely affected by trends that could decrease auto insurance
rates or reduce demand for auto insurance over time. We may not be able to respond effectively to these changes, which could
have a material effect on our results of operations and financial condition. The COVID- 19 pandemic caused disruption to our
operations and future pandemics may negatively impact our business, key metrics, and results of operations in numerous ways
that are unpredictable. Our business was impacted by the effects of the outbreak of the novel strain of coronavirus, or COVID-
19, which was declared a global pandemic in March 2020. Pandemics and governmental responses thereto could impact the
economies of affected countries, including creating or exacerbating supply chain disruptions and inflation and negatively
impacting economic growth, the proper functioning of financial and capital markets, foreign currency exchange rates, and
interest rates. It is possible that a pandemic and governmental responses thereto will cause increased inflation, an economic
slowdown of potentially extended duration, as well as a global recession. The impact of the pandemic may also exacerbate the
other risks described in these Risk Factors, and additional impacts may arise that we are not currently aware of, any of which
could have a material effect on us. Pandemics and governmental responses thereto have resulted, and could further result in, an
increase in costs associated with claims under our policies, including the cost to repair or replace vehicles, as well as an increase
in the number of customers experiencing difficulty paying premiums, any one of which could have a material adverse effect on
our business anek, results of operations , financial condition and prospects . Future sales of our Class A common stock in the
public market by current shareholders could cause the market price of our Class A common stock to decline. Sales of a
substantial number of shares of our Class A common stock in the public market, or the perception that these sales might occur,
could depress the market price of our Class A common stock and could impair our ability to raise capital through the sale of
additional equity securities. We are unable to predict the timing of or the effect that such sales may have on the prevailing
market price of our Class A common stock. 54-57



