THREDUP

Inspiring a new generation of consumers to think secondhand first.
To our stockholders:

In my first letter to you one year ago, | shared thredUP’s goal to build an enduring,
transformational company. At thredUP, we believe that building such a company requires a
commitment to solving the hardest problems and an understanding that economic moats are
built over years, not quarters.

One year later, that approach has not changed - we are as focused as ever on the long—term,
continuing to attack the “hard things” to build upon our competitive advantages in the resale
industry. We believe this philosophy will translate to significant value creation for our
customers, clients, stockholders, employees, and the environment.

While our philosophy for building a great company has not changed, the world and investor
sentiment have shifted since we went public one year ago. Volatility can stress a young public
company, but we welcome this increased scrutiny. | believe great companies with winning
strategies in high—growth markets, with strong management teams, always outperform when
times are difficult. thredUP was actually founded in the midst of the Global Financial Crisis, so
this isn’t our first rodeo. Our ultimate ambition is to build a generation—-defining company that
ushers in a new era of sustainable shopping. This will require balancing the demands of
near—term scrutiny with a commitment to investing in long-term value creation.

thredUP’s Strategy

Let me remind you of our strategy for building an enduring, transformational company over the
long-term. Below is the “Do Good Flywheel” | sketched for you in our S-1. The “Do Good
Flywheel” illustrates the three axes upon which our business spins (supply, demand,
platform), each helping to drive our competitive advantage and the conditions for our
long—term growth.


https://www.sec.gov/Archives/edgar/data/1484778/000162828021003857/thredups-1.htm#ie2198db81844479182653138cc33fea6_1031
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Purpose and Profits

In addition to the “Do Good Flywheel,” | want to share with you a question that | think about
every day. Why does thredUP exist? For most companies, delivering shareholder value in the
form of profits is a sufficient answer. And yes, our business is built to do just that over the
long—term.

But I believe the truly generational companies deliver more than just profits - they have a clear
purpose. More than a decade after staring at a closet full of clothes | didn’t wear anymore,
thredUP’s platform is enabling millions of consumers to buy and sell secondhand clothes at
scale (profits), and is pioneering a movement for brands and consumers to embrace a more
sustainable future (purpose). “Doing good” isn’t lip service at thredUP - it’s intrinsic to our
business model. Our purpose impacts our customers, clients, stockholders, employees, and
the environment. And it will enable us to generate more profits.

Profits are quantified in our quarterly filings. I'd like to quantify thredUP’s purpose for you
here. The traditional fashion industry is one of the most environmentally damaging sectors in
the economy, accounting for up to 8% of global greenhouse gas emissions' and on track to
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consume 26% of the world’s carbon budget by 2050%. Shopping secondhand reduces the cost
of fashion by giving new life to used clothes. A single item recirculated on our marketplace
saves, on average, 17.4 pounds of CO2e, an 82% reduction®. And that’s just one item. We
estimate that we have saved over 1 billion pounds of CO2 emissions, over 2 billion kWh of
energy, and over 4.4 billion gallons of water. That’s about 75,000 flights between New York
and Boston, over 178,000 U.S. households’ annual energy usage, and 6,700 Olympic-size
swimming pools, respectively”.

What’s abundantly clear from these figures is that thredUP is a force for good. The movement
we started over 10 years ago is accelerating and we’re leading the charge, driving the fashion
industry towards a more sustainable future by enabling resale at scale through our proprietary
operations and technology. At thredUP, profits and purpose amplify each other to create a
generation—defining business that has inspired over 3 million shoppers to choose
secondhand. We will continue to evangelize our mission in the U.S. and Europe - where we
currently have operations - and the rest of the world as we expand for years to come.

Growth of the Resale Market

Our ongoing pursuit of purpose and profits could not come at a better time. We are in the early
stages of a radical transformation in retail. Consumers are prioritizing sustainability, brands
and retailers are starting to embrace resale, and policy makers are getting on board with the
circular economy. Pollutive industries have the power to transform when technological
innovation collides with the motivations of consumers, businesses, and government. We’ve
seen it with electric cars and solar energy, and we believe that circular fashion is next.

Our annual Resale Report is chock-full of data that captures this transformation in the retail
industry. According to GlobalData, the resale industry is expected to grow 11 times faster
than traditional retail over the next three years. As it becomes easier for consumers to sell
their clothing, we expect the resale industry’s growth will be driven by a surge of new
secondhand product coming online. That surge will create opportunities for more and more
shoppers to find great secondhand product. Today, two out of three consumers report being
comfortable with purchasing secondhand clothing. By 2030, GlobalData projects nearly one in
five items in people’s closets will be secondhand. We expect to be an ongoing beneficiary of

2 Ellen MacArthur Foundation
** Green Story Inc. May 2019


https://www.thredup.com/resale/#resale-industry

the growth in this market. Our team wakes up every day working hard to deliver great brands

at great prices, in a sustainable way.

Our Competitive Advantages

Given we believe there is massive opportunity in the resale market, we have been building a

differentiated and defensible operating platform to enable resale at scale. If you listen to our

earnings calls, you’ll hear me talk again and again about our strategy and our investments to

deepen our moat and widen our total addressable market. | am a believer that thoughtful

strategy is key to building lasting advantage over time.

So here are three elements | think you should keep in mind when thinking about our strategy:

1)

2)

It’s all about supply. We've never spent any direct marketing dollars acquiring sellers,
and we expect that to continue. We are constantly working to improve the user
experience for sellers — making our signature Clean Out kits available online and offline
through our own website and those of our Resale—as-a-Service™ (“RaaS”) partners.
We are also accelerating processing capacity to reduce wait times and are constantly
evaluating how to list items more efficiently. Given we estimate there are potentially a
billion Clean Out kits to be filled in the U.S. every year (and we processed over a
million last year), we are confident in the long—term supply opportunity for thredUP.

Technology and infrastructure create competitive advantages in this industry. Our
single-SKU logistics technology and distributed processing centers allow us to process
large amounts of secondhand clothing, each undergoing our rigorous twelve-point
quality inspection. We’ve processed over 125 million items to date, saving our
customers over $3.9 billion off estimated retail price and displacing over 1 billion
pounds of CO2. But we aren’t thinking about the next 125 million items; we’re thinking
about the next billion items. We are building the backbone for resale on the internet -
35,000+ brands, across 100+ categories — and our goal is to power a disproportionate
part of this industry over time. We will continue to relentlessly invest in our distribution
centers, automation, and technology to drive scale and margins.

Our proprietary resale data makes us smarter every day. Each day we ingest
millions of data points on items we process, sell, reject, and items that are favorited,
added-to—-cart, removed from cart, returned, etc. We leverage this trove of data,
combined with the algorithms and models that sit on top of the data, to improve our
acceptance, merchandising, photography, pricing, and marketing capabilities so we



can consistently grow our active buyers, expand margins, and drive increased
sell-through.

These three strategic areas - unlocking supply, building infrastructure, and leveraging our
proprietary resale data - have positioned us well to continue serving our buyers and sellers,
and also to power resale for some of the world’s leading apparel brands and retailers via our
Resale-as—a-Service™ offering. Which brings me to my next point...

Resale-as—-a-Service™

We continue to believe that every brand will have a resale strategy, and thredUP will be the
leading provider of end—to—end resale solutions for the retail industry through our
Resale-as—a-Service™ business.

With Raa$S, brands and retailers are empowered to deliver seamless resale experiences to
their customers across three main service modules: our Clean Out service, our Cash Out
marketplace, and our full-service resale shops. RaaS enables us to power white—label
enterprise solutions for global brands like Walmart and Adidas, as well as lightweight solutions
for smaller brands like Madewell.

RaaS has also begun to exhibit the network effects that we expected would come over time. As
more brands join our platform, we gain access to a greater share of closet cleanouts
happening across America. This supply from our Raa$ clients can then be used to power the
growth of branded resale shops of other clients. Which is to say, the more RaaS clients, the
wider the sources of supply and the larger the potential growth of each client’s resale shop.
And the more gateways for consumers to discover secondhand product.

Recall from the “Do Good Flywheel,” thredUP benefits from RaaS not only because it amplifies
our ongoing supply advantage, but also because it increases our sell-through and return on
assets. In addition, our premium and enterprise solutions are designed to support the
expansion of thredUP’s long-term profitability metrics by generating recurring fees.

International Opportunity

The opportunities for our marketplace and Raa$S businesses are not limited to the U.S. The
same factors driving the growth of the resale industry in the U.S. are driving its growth in



Europe, where GlobalData estimates that the secondhand market will grow to $39 billion by
2025. Last year we acquired Remix, one of Europe’s leading fashion companies. In doing so,
we added a complementary operational infrastructure and an experienced management team
to springboard thredUP’s expansion into Europe. This was a significant step forward in our
mission to power the resale industry globally.

The Remix business reminds me of thredUP in our earlier days. Much like thredUP’s own
proprietary operating platform, Remix has built custom single—SKU logistics that can process
millions of unique garments efficiently. We will continue to use the playbook from our U.S.
business to invest in Remix’s product offerings, processing infrastructure, and go-to-market
strategy. Remix will also give thredUP the potential to extend our RaaS platform beyond the
U.S., enabling brands and retailers to deliver resale experiences to their European customers.
Simply put, Remix will enable thredUP to generate even more profits and do even more good
in the world.

Cultural Values are the Foundation for Growth

In order to capitalize on the opportunities in front of us, we will need to solve hard problems.
And in order to solve hard problems, we need a working environment that enables great talent
to do the best work of their lives. Our cultural values - Speak UP, Transparency, Seek the
Truth, Infinite Learning, Influence Outcomes, and Think Big — have been at thredUP since the
company was founded. Let me outline what each of them means:

e Speak UP: We all learn from those around us, but it’s hard to learn if others are not
willing to speak UP and share what they have to say. Speak UP on behalf of customers,
employees, and the business.

e Transparency: At thredUP, we talk in the open. We share the good news and the bad
news. We give people information straight and we don’t obfuscate. Radical candor
facilitates faster, higher—quality decisions.

e Seek the Truth: First-principle thinking encourages innovation and creative
problem-solving by reducing bias and faulty reasoning. It starts from the fundamental
question of “why is this true?” World-class decision-makers seek truth first.

¢ Infinite Learning: thredUP is a place for the infinitely curious and those who believe
every day is an opportunity to learn and, just as importantly, an opportunity to forget.
The world moves fast. To learn new things, you sometimes have to forget what you
used to know and “the way it’s always been done.”



¢ Influence Outcomes: Much of our lives are focused on measuring inputs (e.g. how
many hours did you put in?). The best companies are focused on influencing outcomes.
It’s not what you’re going to do today, it’s what outcome you’re going to drive that will
make an impact.

e Think Big: Thinking Big means imagining the world as it could be, not as it is. It also
means prioritizing the biggest areas of opportunity. Are you climbing the biggest hill?
Are you working on the biggest problem? Thinking Big is the key for us to invent the
future on behalf of our customers and achieve step—function value creation. We will not
shy away from attacking the big opportunities in front of us - in fact, we will run
towards them.

What’s Next?

As | look ahead, | see no shortage of hard problems for us to solve. Over the past decade,
we’ve learned that the hardest problems offer outsized opportunities to build competitive
advantages and create a valuable business over the long-term. My team and | wake up every
day with a calling to tackle these hard problems in service of pioneering a more sustainable
future for the fashion industry. There is still much work to do. We hope you join us on this
mission.

Onward.

James Reinhart
Co-Founder and Chief Executive Officer
ThredUp Inc.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended
(the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended, which are
statements that involve substantial risks and uncertainties. Forward-looking statements generally relate to
future events or our future financial or operating performance. In some cases, you can identify forward-
looking statements because they contain words such as “may,” “will,” “shall,” “should,” “expects,” “plans,”
“anticipates,” “could,” “intends,” “target,” “projects,” “contemplates,” “believes,” “estimates,” “predicts,”
“potential” or “continue” or the negative of these words or other similar terms or expressions that concern
our expectations, strategy, plans or intentions. Forward-looking statements contained in this Annual
Report on Form 10-K include, but are not limited to, statements about:

”

e our future financial performance, including our revenue, cost of revenue and operating expenses
and our ability to achieve and maintain future profitability;

e the sufficiency of our cash, cash equivalents and capital resources to meet our liquidity needs;
e our ability to effectively manage or sustain our growth and to effectively expand our operations;

e our strategies, plans, objectives and goals, including our expectations regarding future
infrastructure investments;

e our ability to attract and retain buyers and sellers and the continued impact of network effects as
we scale our platform;

e our ability to continue to generate revenue from new Resale-as-a-Service (“RaaS”) offerings that
are our future sources of revenue;

e trends in our key financial and operating metrics;

e our estimated market opportunity;

e economic and industry trends, projected growth or trend analysis;
e our ability to comply with laws and regulations;

* the effect of uncertainties related to the global COVID-19 pandemic, including as a result of the
recent Omicron variant and any new strains or variants of the virus, and recovery therefrom on
United States and global economies, our business, results of operations, financial condition,
demand for secondhand and resale items, sales cycles and buyer and seller retention;

* our ability to remediate our material weakness in our internal control over financial reporting;

e our ability to successfully integrate and realize the benefits of our past or future strategic
acquisitions or investments; and

* the increased expenses associated with being a public company.

You should not rely upon forward-looking statements as predictions of future events. The outcome of
the events described in these forward-looking statements is subject to risks, uncertainties and other
factors described in the section titled “Risk Factors” and elsewhere in this Annual Report on Form 10-K.
New risks and uncertainties emerge from time to time, and it is not possible for us to predict all risks and
uncertainties that could have an impact on the forward-looking statements contained in this Annual
Report on Form 10-K. The results, events and circumstances reflected in the forward-looking statements
may not be achieved or occur, and actual results, events or circumstances could differ materially from
those described in the forward-looking statements.
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The forward-looking statements made in this Annual Report on Form 10-K relate only to events as of
the date on which the statements are made. We undertake no obligation to update any forward-looking
statements made in this Annual Report on Form 10-K to reflect events or circumstances after the date of
this Annual Report on Form 10-K or to reflect new information or the occurrence of unanticipated events,
except as required by law.

Unless otherwise indicated or unless the context requires otherwise, all references in this document
to “thredUP”, “the Company”, “we”, “us”, “our”, or similar references are to ThredUp Inc.

thredUP is one of the world’s largest online resale platforms for women’s and kids’ apparel, shoes
and accessories, based primarily on items processed, items sold and the capacity of our distribution
centers.

The “estimated retail price” of an item is based on the estimated original retail price of a comparable
item of the same quality, construction and material offered elsewhere in new condition. Our estimated
original retail prices are set by our team of merchants who periodically monitor market prices for the
brands and styles that we offer on our marketplace.

Part 1
Item 1. Business.

thredUP is one of the world’s largest online resale platforms for women’s and kids’ apparel, shoes
and accessories. Our mission is to inspire a new generation of consumers to think secondhand first. We
believe in a sustainable fashion future and we are proud that our business model creates a positive
impact to the benefit of our buyers, sellers, clients, employees, investors and the environment. Our
custom-built operating platform consists of distributed processing infrastructure, proprietary software and
systems and data science expertise. This platform is powering the rapidly emerging resale economy, one
of the fastest growing sectors in retail, according to a GlobalData market survey conducted in April 2021.

thredUP’s proprietary operating platform is the foundation for our managed marketplace, where we
have bridged online and offline technology to make the buying and selling of tens of millions of unique
items easy and fun. The marketplace we have built enables buyers to browse and purchase resale items
for primarily women’s and kids’ apparel, shoes and accessories across a wide range of price points.
Buyers love shopping value, premium and luxury brands all in one place, at up to 90% off estimated retail
price. Sellers love thredUP because we make it easy to clean out their closets and unlock value for
themselves or for the charity of their choice while doing good for the planet. thredUP’s sellers order a
Clean Out Kit, fill it and return it to us using our prepaid label. We take it from there and do the work to
make those items available for resale.

In 2018, based on our success with consumers directly, we extended our platform to enable brands
and retailers to participate in the resale economy. A number of the world’s leading brands and retailers
are already taking advantage of our Resale-as-a-Service (“RaaS”) offering, which allows them to
conveniently offer a scalable closet clean out service and/or resale shop to their customers. We believe
RaaS will accelerate the growth of this emerging category and form the backbone of the modern resale
experience domestically and internationally.

In October 2021, we closed the acquisition of Remix Global AD (“Remix”), a fashion resale company
headquartered in Sofia, Bulgaria, which further expands our reach to the European customer. With this
acquisition, we added a complementary operational infrastructure and an experienced management team
to enable our expansion into Europe. In addition, Remix’s product assortment extends our resale offering
to include men’s items and items sourced from a variety of supply channels, such as wholesale supply.

We have built a differentiated and defensible operating platform to enable resale at scale, combining:
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* Distributed Processing Infrastructure. Our infrastructure is purpose-built for “single SKU”
logistics, meaning that every item processed is unique, came from or belongs to an individual
seller and is individually tracked using its own stock keeping unit (“SKU”). We believe logistics
and infrastructure have never been executed at our scale in the online resale market. As of
December 31, 2021, we operated distribution centers that could collectively hold more than
7.3 million items in locations across the United States and Europe. Our operations are highly
scalable, and we have the ability to process more than 100,000 unique SKUs per day across our
existing distribution footprint. We drive continuous operational efficiency through proprietary
technology and ongoing automation of our infrastructure. Our existing United States based
distribution centers are located in Arizona, Georgia and Pennsylvania. In 2022, we anticipate
opening another distribution center in Texas and have opened two smaller processing centers in
Texas and Tennessee. By locating our facilities in strategic locations across the country we can
be closer to our buyers and sellers, which allows us to reduce shipping times in transit, and lower
our inbound and outbound shipping costs. Our European-based distribution center, which
services nine countries in Central and Eastern Europe, is located in Sofia, Bulgaria.

e Proprietary Software and Systems. Our facilities run on a suite of our custom-built applications
designed for “single SKU” operations. Our engineering team has implemented large-scale,
innovative and patented automation for put-away, storage, picking and packing at scale. This
automation results in reduced labor and fixed costs while increasing storage density and
throughput capacity. Our proprietary software, systems and processes enable efficient quality
assurance, item-attribution, sizing and photography.

» Data Science Expertise. We harness our robust, structured data set across our business to
optimize economic decisions, such as pricing, seller payouts, item acceptance, merchandising
and sell-through. We also leverage data to power efficient customer acquisition and lifetime
engagement, and to provide a personalized shopping experience.

We generate revenue primarily from items that are sold to buyers on our websites and mobile app
and from integration and service fees charged in connection with our Raa$S offerings.

In 2019, we shifted to primarily consignment sales. With consignment sales, we recognize revenue
net of seller payouts, and cost of revenue includes outbound shipping, outbound labor and packaging
costs. With direct product sales, we recognize revenue on a gross basis, and cost of revenue mainly
includes inventory cost, inbound shipping and inventory write-downs, as well as outbound shipping,
outbound labor and packaging costs. Our buyers generally pay us upfront when they purchase an item.

We recognize revenue from our Remix platform primarily through direct product sales. We anticipate
that over time revenue from the Remix platform will migrate to become primarily consignment sales as we
introduce and expand the Clean Out Kit model that we pioneered in the United States market.

In mid-2021, we began structuring our RaaS offerings as sources of revenue. RaaS clients typically
pay an upfront integration fee as well as ongoing service fees which are then recorded to consignment
revenue. With RaaS, brands and retailers are leveraging our operating platform to deliver resale
experiences to their customers across three main service modules: our Clean Out service, our cashout
marketplace, and our full-service resale shops. This suite of offerings is called “Resale 360” and enables
our RaaS clients to drive incremental revenue and access new customers while promoting a circular
business model. As of December 31, 2021, we worked with 28 Raa$S clients, including Adidas, Crocs,
GAP, Madewell, Reformation and Walmart.

We have methodically scaled operating capacity and revenue, while increasing gross profit and
improving our operating performance.

* As of December 31, 2021, we had 1.69 million Active Buyers, up 36% over December 31, 2020.
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. In the year ended December 31, 2021, our buyers placed 5.3 million Orders, up 34% over
December 31, 2020.

Human Capital Resources

As of December 31, 2021, we had 2,894 employees and professional contractors, including 2,496
distribution center employees. To our knowledge, none of our employees is represented by a labor union
or covered by a collective bargaining agreement. We have not experienced any work stoppages and we
consider our relations with our employees to be good. We supplement our workforce with contractors and
consultants in the United States and internationally, including Ukrainian information technology, or IT,
specialists. These Ukrainian IT specialists, who provide services on our behalf, are registered as “private
entrepreneurs” with the tax authorities of Ukraine and operate as independent contractors. While we do
not anticipate a reduction in force due to conflict in Ukraine, we anticipate that at least some of our
Ukrainian IT specialists may be unable to work while the conflict is unresolved.

Our human capital resources objective is to cultivate a high-performing team by recruiting, retaining,
incentivizing and integrating our existing and new employees and professional contractors. Our culture is
underpinned by our core values, including an unwavering commitment to learning, development,
inclusion, diversity, equity and belonging. The core objective of our compensation program is to provide a
package that will attract, motivate and reward exceptional employees who must operate in a highly
competitive and technologically challenging environment.

Our Competitors

Although we have built a scaled and highly differentiated platform and managed marketplace, we face
intense competition. Our competitors include other apparel retailers, particularly retailers at an off-price or
fast-fashion price point, vendors of new and secondhand items, including branded goods stores, local,
national and global department stores, traditional brick-and-mortar consignment and thrift stores, specialty
retailers, direct-to-consumer retailers, discount chains, independent retail stores, the online offerings of
these traditional retail competitors, resale players focused on niche or single categories, as well as
technology-enabled marketplaces that may offer the same or similar goods and services that we offer.
Competitors offering the same or similar goods or services include:

* secondhand marketplaces, such as eBay Inc., Mercari, Inc., Poshmark, Inc., The RealReal, Inc.,
Vinted and Vestiaire Collective;

* large online retailers, such as Amazon.com, Inc., Target Corporation, Kohl's Corporation and
Walmart Inc.; and

» off-price retailers, such as Burlington Stores, Inc., Ross Stores, Inc. and The TJX Companies,
Inc.

Additionally, we experience competition for consumer discretionary spending from other product and
experiential categories. See the section titled “Risk Factors—Risks Relating To Our Business and
Industry—The market in which we participate is competitive and rapidly changing, and if we do not
compete effectively with established companies as well as new market entrants our business, results of
operations and financial condition could be harmed.”

We compete primarily on the basis of buyer and seller experience, product quality and assortment,
breadth of brand offering, convenience and price. We believe that we are able to compete effectively
because we offer buyers a vast selection of high-quality, secondhand and resale items at compelling
prices with a fun and easy to use interface. For sellers, we offer an easy, convenient, reliable and fast
way to recycle and monetize or donate their secondhand items.

Intellectual Property
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We believe that our intellectual property rights are valuable and important to our business. We rely on
a combination of patents, trademarks, copyrights, trade secrets, license agreements, confidentiality
procedures, non-disclosure agreements, employee disclosure and invention assignment agreements, as
well as other legal and contractual rights, to establish and protect our proprietary rights.

As of December 31, 2021, we had six issued patents in the United States, four of which expire in
2035 and two of which expire in 2037. These patents are intended to protect our proprietary inventions
relevant to our business. We continually review our development efforts to assess the existence and
patentability of new intellectual property. We intend to pursue additional patent protection to the extent we
believe it would be beneficial and cost effective. In addition, our proprietary algorithm technologies, other
than those incorporated into a patent application, are protected by trade secret laws.

As of December 31, 2021, we have a total of 19 registered trademarks in the United States and six
registered trademarks in non-United States jurisdictions. “THREDUP” and “Think Secondhand First” are
our registered trademarks in the United States. We have additional registered trademarks in the United
States and “THREDUP” is registered in certain other non-United States jurisdictions. We will pursue
additional trademark registrations to the extent we believe they would be beneficial and cost-effective.
Other trademarks and trade names referred to in this annual report are the property of their respective
owners.

We also have registered domain names for websites that we use in our business, such as
www.thredup.com and other variations.

Government Regulation

We are subject to a variety of United States federal and state laws that affect companies conducting
business on the Internet and in the retail industry, many of which are still evolving and could be
interpreted in ways that could harm our business. These laws and regulations include laws governing the
processing of payments, consumer protection and other laws regarding unfair and deceptive trade
practices. These laws and regulations could make internet advertising more expensive, require
burdensome disclosure to consumers or visitors to our website and restrict our ability to use consumer
information to improve targeted advertisements. Further, these laws and regulations are often complex,
sometimes contradict other laws, and are frequently still evolving. Laws and regulations may be
interpreted and enforced in different ways in various locations around the world, posing a significant
challenge to our global business.

We are also subject to federal, state, and foreign laws and regulations regarding privacy and
protection of consumer information. Our privacy policies describe our practices concerning the use,
storage, transmission and disclosure of personal information, including buyer and seller data. Any failure
by us to comply with our policies or privacy related laws and regulations could result in proceedings
against us by governmental authorities or others, which could harm our business.

Many jurisdictions in which we operate have enacted laws and regulations requiring notification to
users when there is a security breach of personal data, or requiring the adoption of minimum information
security standards that are often vaguely defined and difficult to practically implement. This growing focus
on data privacy and regulation of e-commerce worldwide could impose additional compliance burdens
and costs on us and could subject us to significant operational costs for internal compliance and risk to
our business. Further, any failure by us to adequately protect the privacy and data of our sellers and
buyers could result in a loss of confidence in our marketplaces, which could adversely affect our
business.

Apparel, shoes and accessories sold by us are also subject to regulation in the United States by
governmental agencies, including the Federal Trade Commission and the Consumer Products Safety
Commission. These regulations relate principally to product labeling, licensing requirements, flammability
testing and product safety. We are also subject to environmental laws, rules and regulations. Similarly,
apparel, shoes and accessories sold by us are also subject to import regulations in the United States
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concerning the use of wildlife products for commercial and non-commercial trade, including the United
States Fish and Wildlife Service. We do not estimate any significant capital expenditures for
environmental control matters either in the current fiscal year or in the near future.

Corporate Information

We were incorporated in 2009 under the name ThredUp Inc. as a Delaware corporation. Our principal
executive offices are located at 969 Broadway, Suite 200, Oakland, CA 94607, and our telephone number
is (415) 402-5202. Our website address is www.thredup.com. Information contained on, or that can be
accessed through, our website does not constitute part of this Annual Report on Form 10-K.

Available Information

The following filings are available through our investor relations website after we file them with the
Securities and Exchange Commission (the "SEC"): Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q and our Proxy Statement for our Annual Meeting of Stockholders. These filings are also
available for download free of charge on our investor relations website. Our investor relations website is
located at ir.thredup.com. The SEC also maintains an Internet website that contains reports, proxy
statements and other information about issuers, like us, that file electronically with the SEC. The address
of that website is www.sec.gov.

We webcast our earnings calls and certain events we participate in or host with members of the
investment community on our investor relations website. Additionally, we provide notifications of news or
announcements regarding our financial performance, including SEC filings, investor events, press and
earnings releases, and blogs as part of our investor relations website. We have used, and intend to
continue to use, our investor relations website, our Twitter account (@thredup), our LinkedIn account
(https://www.linkedin.com/company/thredup) and our Chief Executive Officer's Linkedin account (https://
www.linkedin.com/in/jamesgreinhart/), as means of disclosing material non-public information and for
complying with our disclosure obligations under Regulation FD. Further corporate governance
information, including our corporate governance guidelines, composition of our board and its committees,
and Code of Conduct, is also available on our investor relations website under the heading “Corporate
Governance.” The contents of our websites are not intended to be incorporated by reference into this
Annual Report on Form 10-K or in any other report or document we file with the SEC, and any references
to our websites are intended to be inactive textual references only.
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Item 1A. Risk Factors.

A description of the risks and uncertainties associated with our business is set forth below. You
should carefully consider the risks and uncertainties described below, together with all of the other
information in this Annual Report on Form 10-K, including the section titled “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our consolidated financial
statements and related notes. Our business, results of operations, financial condition, and prospects
could also be harmed by risks and uncertainties not currently known to us or that we currently do not
believe to be material. If any of the risks actually occur, our business, results of operations, financial
condition and prospects could be harmed. In that event, the market price of our Class A common stock
could decline, and you could lose part or all of your investment.

Risk Factor Summary

Our business is subject to numerous risks and uncertainties, including those highlighted in this
section titled “Risk Factors” and summarized below. We have various categories of risks, including risks
relating to our business and industry, risks relating to information technology, intellectual property, data
security and privacy, risks relating to legal, regulatory, accounting and tax matters, risks relating to our
indebtedness and liquidity and risks relating to ownership of our Class A common stock, which are
discussed more fully below. As a result, this risk factor summary does not contain all of the information
that may be important to you, and you should read this risk factor summary together with the more
detailed discussion of risks and uncertainties set forth following this section under the heading “Risk
Factors,” as well as elsewhere in this Annual Report on Form 10-K. Additional risks, beyond those
summarized below or discussed elsewhere in this Annual Report on Form 10-K, may apply to our
business, activities or operations as currently conducted or as we may conduct them in the future or in
the markets in which we operate or may in the future operate. These risks include, but are not limited to,
the following:

*  Our continued growth depends on attracting new, and retaining existing, buyers.

* If we fail to generate a sufficient amount of new and recurring high-quality secondhand items by
attracting new sellers and retaining existing sellers, our business, results of operations and
financial condition could be harmed.

e Our business, including our costs and supply of secondhand items, is subject to risks associated
with sourcing, itemizing, warehousing and shipping.

*  We have experienced rapid growth in many of our recent periods and those growth rates may not
be indicative of our future growth. If we fail to manage our growth effectively, we may be unable
to execute our business plan and our business, results of operations and financial condition could
be harmed.

* We have a limited operating history in an evolving industry, which makes it difficult to forecast our
revenue, plan our expenses and evaluate our business and future prospects.

* We have a history of losses, we anticipate increasing operating expenses in the future and we
may not be able to achieve and, if achieved, maintain profitability.

* We may experience quarterly fluctuations in our results of operations due to a number of factors
that make our future results difficult to predict and could cause our results of operations to fall
below analyst or investor expectations.

e We may not be able to expand our distribution center operations, attract and retain personnel to
efficiently and effectively manage the operations required to process, itemize, list, sell, pack and
ship secondhand and resale items or identify and lease distribution centers in geographic regions
that enable us to effectively scale our operations.
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* Material weaknesses in our internal control over financial reporting may cause us to fail to timely
and accurately report our financial results or result in a material misstatement of our consolidated
financial statements.

* The global COVID-19 pandemic has had and may continue to have an adverse impact on our
business, results of operations and financial condition.

* Integrating Remix with our business may be more difficult, costly or time-consuming than
expected, and we may not realize the expected benefits of the Remix Acquisition, which may
adversely affect our business, results of operations and financial condition.

e Compromises of our data security could cause us to incur unexpected expenses and may
materially harm our reputation and results of operations.

e We may require additional capital to support business growth, and this capital might not be
available or may be available only by diluting existing stockholders.

* The market price of our Class A common stock may be volatile or may decline regardless of our
operating performance. You may lose all or part of your investment.

* The dual-class structure of our common stock has the effect of concentrating voting control with
those stockholders who held our capital stock prior to our Initial Public Offering (“IPO”), including
our directors, executive officers and their respective affiliates. This ownership will limit or preclude
your ability to influence corporate matters, including the election of directors, amendments of our
organizational documents, and any merger, consolidation, sale of all or substantially all of our
assets, or other major corporate transactions requiring stockholder approval, and that may
depress the trading price of our Class A common stock.

Risks Relating to Our Business and Industry
Our continued growth depends on attracting new, and retaining existing, buyers.

To expand our buyer base, we must appeal to and attract buyers who have historically purchased
only new retail items or who used other means to purchase secondhand items, such as traditional brick-
and-mortar thrift stores or the websites of other secondary marketplaces. We reach new buyers through
paid search, social media, influencers, television and digital advertising, other paid marketing, press
coverage, retail locations, our RaaS offerings, referral programs, organic word of mouth and other
methods of discovery, such as converting sellers to buyers. We expect to continue investing heavily in
these and other marketing channels in the future and cannot be certain that these efforts will enable us to
attract and retain more buyers, result in increased purchase frequency or order sizes from our buyers or
be cost-effective. Our ability to attract and retain buyers also depends on our ability to offer a broad
selection of desirable and high-quality secondhand and resale items on our marketplace, the reliability of
our shipping and delivery estimates, our ability to consistently provide high-quality customer experiences,
our ability to promote and position our brand and marketplace and the success of our marketing efforts.
Our investments in marketing may not effectively reach potential buyers and existing buyers, potential
buyers or existing buyers may decide not to buy through us or the spend of buyers that purchase from us
may not yield the intended return on investment, any of which could negatively affect our results of
operations. Moreover, consumer preferences may change, and buyers may not purchase through our
marketplace as frequently or spend as much with us as historically has been the case. As a result, the
revenue generated from buyer transactions in the future may not be as high as the revenue generated
from transactions historically. Incidentally, an inability to attract and retain buyers could harm our ability to
attract and retain sellers, who may decide to resell their items through alternative platforms or
marketplaces. Consequently, failure to attract new buyers and to retain existing buyers could harm our
business, results of operations and financial condition.



Table of Contents

If we fail to generate a sufficient amount of new and recurring high-quality secondhand items by
attracting new sellers and retaining existing sellers, our business, results of operations and
financial condition could be harmed.

Our success depends on our ability to cost-effectively attract high-quality secondhand items by
attracting new sellers and retaining existing sellers, such that they choose thredUP to list their items.
Numerous factors, however, may impede our ability to attract new sellers and retain existing sellers with
high-quality secondhand items. To expand our base of secondhand items for resale, as well as our base
of sellers, we must appeal to and engage individuals new to selling secondhand items or who have sold
secondhand items through traditional brick-and-mortar shops but are unfamiliar with our business. We
find new sellers by converting buyers using our marketplace, our RaaS offerings, referral programs,
organic word-of-mouth and other methods of discovery, such as mentions in the press. We cannot be
certain that these efforts will result in more supply of high-quality secondhand items or sellers or that
these efforts will be cost-effective. Our ability to attract new and recurring high-quality secondhand items
from new sellers and existing sellers depends on other factors, such as our ability to enhance and
improve our marketplace, our ability to process the items sent to us by sellers in a timely manner, sellers’
perceptions of whether payouts they are receiving are adequate and timely compensation for their items
and the perceived quality of the items sold and purchased on our marketplace. If we are unable to meet
seller standards and drive repeat supply, our existing sellers may not choose to send us secondhand
items for resale to the same extent, in terms of quality, value or volume, in the future. Further, failure to
generate sufficient high-quality secondhand items and attract new sellers and retain existing sellers could
harm our business, results of operations and financial condition. For instance, if our sellers send lower
quality secondhand items that we are unable to resell in our marketplace, then we will incur expense to
sort and process such lower quality secondhand items and detract resources from processing re-sellable
secondhand items. Additionally, if sellers substantially increase the initial price of their items that we list
on our marketplace and subsequently reclaim these items if they do not sell within the listing window, our
business could be harmed because these activities may negatively affect sell-through rates and gross
margin.

Our business, including our costs and supply of secondhand items, is subject to risks associated
with sourcing, itemizing, warehousing and shipping.

Nearly all of the secondhand items we offer through our marketplace are initially sourced from sellers
who are individuals. As a result, we may be subject to periodic fluctuations in the number, brands and
quality of secondhand items sold through our marketplace. Our results of operations could be negatively
impacted by these fluctuations. In addition, as we expand into new categories of secondhand items, our
payments to our sellers may rise relative to our existing categories, which could adversely affect our
results of operations.

We can make no assurance that secondhand items we receive from sellers will be of sufficient quality
or free from damage, or that such secondhand items will not be damaged during shipping, while in one of
our distribution centers or when shipped to buyers. While we conduct inspections of secondhand items
sent by sellers for resale and inspect secondhand items returned by buyers, we cannot control items
while they are out of our possession or prevent all damage while in our distribution centers. For example,
we have in the past and may in the future experience contamination, such as mold, bacteria, insects and
other pests, in the secondhand items shipped to us by our sellers, which may cause contamination of the
secondhand items in our distribution centers or while shipping to buyers. If we are unable to detect and
quarantine such contaminants at the time such secondhand items are initially received in our distribution
centers, some or all of the secondhand items in such facilities could be contaminated. We may incur
additional expenses and our reputation could be harmed if the secondhand items we offer are damaged
or contain contaminants.

We have experienced rapid growth in many of our recent periods and those growth rates may not
be indicative of our future growth. If we fail to manage our growth effectively, we may be unable to
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execute our business plan and our business, results of operations and financial condition could be
harmed.

We have experienced, and may continue to experience, rapid growth in certain recent periods, which
has placed, and may continue to place, significant demands on our management and our operational and
financial resources. Additionally, our organizational structure is becoming more complex as we scale our
operational, financial and management controls as well as our reporting systems and procedures. For
example, our headcount has grown from 1,862 employees and professional contractors as of December
31, 2020 to 2,894 as of December 31, 2021, as we have scaled our business.

To manage growth in our operations and the growth in the number of buyers and sellers on our
platform, we will need to continue to grow and improve our operational, financial and management
controls and our reporting systems and procedures. We will need to maintain or increase the automation
of our distribution centers and continue to improve how we apply data science to our operations. Our
expansion has placed, and our expected future growth will continue to place, a significant strain on our
management, marketing, operations, administrative, financial, customer support, engineering and other
resources. If we fail to manage our anticipated growth and change in a manner that preserves the key
aspects of our corporate culture, our employee morale, productivity and retention could suffer, which
could negatively affect our brand and reputation and harm our ability to attract new buyers and sellers
and to grow our business. In addition, future growth, such as the potential expansion of our operations
internationally or expansion into new categories of offerings, either organically or through acquisitions,
would require significant capital expenditures, which could adversely affect our results of operations, and
the allocation of valuable management resources to grow and change in these areas.

Our revenue was $251.8 million, $186.0 million and $163.8 million for the years ended December 31,
2021, 2020 and 2019 respectively, representing annual growth of 35% and 14%, respectively. In future
periods, we may not be able to sustain or increase revenue growth rates consistent with recent history, or
at all. Our revenue growth has been and may continue to be affected by the COVID-19 pandemic. We
believe our success and revenue growth depends on a number of factors, including, but not limited to, our
ability to:

e attract and retain new and existing buyers and sellers and grow our supply of high-quality
secondhand items for resale through our marketplaces;

e scale our revenue and achieve the operating efficiencies necessary to achieve and maintain
profitability;

* increase buyer and seller awareness of our brand;

* anticipate and respond to changing buyer and seller preferences;

* manage and improve our business processes in response to changing business needs;

* process Clean Out Kits from sellers on a timely basis;

* improve, expand and further automate our distribution center operations and information systems;

e anticipate and respond to macroeconomic changes generally, including changes in the markets
for both new and secondhand retail items;

* successfully compete against established companies and new market entrants, including national
retailers and brands and traditional brick-and-mortar thrift stores;

o effectively scale our operations while maintaining high-quality service and buyer and seller
satisfaction;

* hire and retain talented employees and professional contractors at all levels of our business;
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* avoid or manage interruptions in our business from information technology downtime,
cybersecurity breaches and other factors that could affect our physical and digital infrastructure;

e fulfill and deliver Orders in a timely manner and in accordance with customer expectations, which
may change over time;

* maintain a high level of customer service and satisfaction;

e adapt to changing conditions in our industry and related to the COVID-19 pandemic and
measures implemented to manage its spread; and

e comply with regulations applicable to our business.

If we are unable to accomplish any of these tasks, our revenue growth will be harmed. We also
expect our operating expenses to increase in future periods, and if our revenue growth does not increase
to offset these anticipated increases in our operating expenses, our business, results of operations and
financial condition will be harmed, and we may not be able to achieve or maintain profitability.

We have a history of losses, we anticipate increasing operating expenses in the future and we may
not be able to achieve and, if achieved, maintain profitability.

We experienced net losses of $63.2 million, $47.9 million and $38.2 million in the years ended
December 31, 2021, 2020 and 2019, respectively. We expect to continue to incur net losses for the
foreseeable future and we may not achieve or maintain profitability in the future. We believe there is a
significant market opportunity for our business, and we intend to invest aggressively to capitalize on this
opportunity. Because the market for secondhand items is evolving, particularly the online resale of
secondhand items, it is difficult for us to predict our future results of operations or the limits of our market
opportunity. We expect our operating expenses to significantly increase as we expand our operations and
infrastructure, make significant investments in our marketing initiatives, develop and introduce new
technologies and automation and hire additional personnel. Additionally, during periods of increased
investment in growth, we expect our operating expenses related to inbound processing, operations and
technology could increase as a percentage of revenue. These efforts may be more costly than we expect
and may not result in revenue growth or increased efficiency. In addition, as we grow and comply with
rules and regulations of being a public company, we will incur additional significant legal, accounting and
other expenses that we did not incur as a private company. If our revenue does not increase to offset
these expected increases in our operating expenses, we will not be profitable in future periods. Any
failure to increase our revenue sufficiently to keep pace with our investments and other expenses could
prevent us from achieving or maintaining profitability or positive cash flow on a consistent basis. If we are
unable to successfully address these risks and challenges as we encounter them, our business, results of
operations and financial condition could be adversely affected. We cannot assure you that we will ever
achieve or sustain profitability and may continue to incur significant losses going forward. Any failure by
us to achieve or sustain profitability on a consistent basis could cause the value of our Class A common
stock to decline.

We have a limited operating history in an evolving industry, which makes it difficult to forecast our
revenue, plan our expenses and evaluate our business and future prospects.

We have a limited operating history in a rapidly evolving industry that may not develop in a manner
favorable to our business. Our marketplace represents a substantial departure from the traditional thrift
store market for secondhand items. While our business has grown rapidly, and much of that growth has
occurred in recent periods, the resale market for secondhand items may not continue to develop in a
manner that we expect or that otherwise would be favorable to our business. As a result of our limited
operating history, ongoing changes in our new and evolving industry, our ability to forecast our future
results of operations and plan for and model future growth is limited and subject to a number of
uncertainties. We have encountered and expect to continue to encounter risks and uncertainties
frequently experienced by growing companies in rapidly evolving industries, such as the risks and
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uncertainties described herein. Accordingly, we may be unable to prepare accurate internal financial
forecasts or replace anticipated revenue that we do not receive as a result of delays arising from these
factors, and our results of operations in future reporting periods may be below the expectations of
investors or analysts. If we do not address these risks successfully, our results of operations could differ
materially from our estimates and forecasts or the expectations of investors or analysts, causing our
business to suffer and our Class A common stock price to decline.

We may experience quarterly fluctuations in our results of operations due to a number of factors
that make our future results difficult to predict and could cause our results of operations to fall
below analyst or investor expectations.

Our quarterly results of operations may fluctuate from quarter to quarter as a result of a number of
factors, many of which are outside of our control and may be difficult to predict, including, but not limited
to:

e the level of supply and demand for secondhand items;

» fluctuations in the levels or quality of secondhand items on our marketplace;

e fluctuations in capacity as we expand our operations;

* our success in engaging existing buyers and sellers and attracting new buyers and sellers;

e our ability to meet the expectations of sellers that we will process their Clean Out Kits in a timely
manner;

* the amount and timing of our operating expenses;

* the timing of expenses and recognition of revenue;

e the timing and success of new partnerships, retail offerings and referral programs;
e the impact of competitive developments and our response to those developments;
* our ability to manage our existing business and future growth;

e actual or reported disruptions or defects in our online marketplace, such as actual or perceived
privacy or data security breaches;

* economic and market conditions, particularly those affecting our industry;
e our ability to effectively manage our international operations;

* the impact of market volatility and economic downturn, including those caused by outbreaks of
disease, such as the COVID-19 pandemic, on our business;

e adverse litigation judgments, other dispute-related settlement payments or other litigation-related
costs;

* regulatory fines;

* changes in, and continuing uncertainty in relation to, the legislative or regulatory environment;
* legal and regulatory compliance costs;

e the number of new employees and professional contractors added,;

* the timing of the grant or vesting of equity awards to employees, directors, contractors or
consultants;
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* pricing pressure as a result of competition, economic conditions, shipment delays or otherwise,
including as a result of the effects of the COVID-19 pandemic;

e costs and timing of expenses related to the acquisition of talent, technologies, intellectual
property or businesses, including potentially significant amortization costs and possible write-
downs;

e public health crises, including the COVID-19 pandemic; and

e general economic conditions throughout the world, including inflation, military conflicts and
geopolitical uncertainty and instability.

Any one or more of the factors above may result in significant fluctuations in our quarterly results of
operations. You should not rely on our past results as an indicator of our future performance.

The variability and unpredictability of our quarterly results of operations or other operating metrics
could result in our failure to meet our expectations or those of analysts that cover us or investors with
respect to revenue or other key metrics for a particular period. If we fail to meet or exceed such
expectations for these or any other reasons, the market price of our Class A common stock could fall, and
we could face costly lawsuits, including securities class action suits.

We may not be able to expand our distribution center operations, attract and retain personnel to
efficiently and effectively manage the operations required to process, itemize, list, sell, pack and
ship secondhand and resale items or identify and lease distribution centers in geographic regions
that enable us to effectively scale our operations.

We lease facilities to store and accommodate the logistics infrastructure required to process, itemize,
list, sell, pack and ship the secondhand and resale items we sell through our marketplace and related
channels of distribution, including our Raa$S offerings. To grow our business, we must continue to improve
and expand our distribution center operations, proprietary software and systems, and personnel in the
geographic regions that have the resources necessary to effectively operate our business. The operation
of our business is complex and requires the coordination of multiple functions that are highly dependent
on numerous employees and personnel. Each item that we offer through our marketplace is unique and
requires multiple touch points, including inspection, evaluation, photography, pricing, application of a
unique SKU, and fulfillment. This process is complex and, from time to time, we may have more Clean
Out Kits coming in from sellers than we can timely process. We have also rapidly increased our United
States operations departmental employee headcount in recent years to support the growth of our
business. The number of employees in our United States based distribution centers increased to 2,052 as
of December 31, 2021 from 1,570 as of December 31, 2020. The market for these employees is
increasingly competitive and is highly dependent on geographic location. We could be required to raise
wages or introduce other compensation incentives to remain competitive, which could increase our costs
and harm our results of operations. If we fail to effectively locate, hire and retain such personnel, our
operations could be negatively impacted, which could harm our business, results of operations and
financial condition.

Further, the success of our business depends on our ability to maintain our current distribution
centers and secure additional distribution centers that meet our business needs and are also in
geographic locations with access to a large, qualified talent pool. We have distribution centers across
three strategic locations: Arizona, Georgia and Pennsylvania and we are building a new distribution
center in Texas. We also have process centers in Tennessee and Texas. Space in well-positioned
geographic locations is becoming increasingly scarce, and where it is available, the lease terms offered
by landlords are increasingly competitive, particularly in geographic locations with access to the large,
qualified talent pools required for us to run our logistics infrastructure. Incentives currently offered by
local, state and federal entities to offset operating expenses may be reduced or become unavailable.
Companies who have more financial resources and negotiating leverage than us may be more attractive
tenants and, as a result, may outbid us for the facilities we seek. Due to the competitive nature of the real
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estate market in the locations where we currently operate, we may be unable to renew our existing leases
or renew them on satisfactory terms. Failure to identify and secure adequate new distribution centers in
optimal geographic locations, successfully and efficiently build out our newest distribution center in Texas
or maintain our current distribution centers could harm our business, results of operations and financial
condition.

If we are unable to successfully leverage technology to automate and drive efficiencies in our
operations, our business, results of operations and financial condition could be harmed.

We are continuing to build automation, machine learning and other capabilities to drive efficiencies in
our distribution center operations. As we continue to enhance automation and add capabilities, our
operations may become increasingly complex. While we expect these technologies to improve
productivity in many of our merchandising operations, including processing, itemizing, listing and selling,
any flaws, bugs or failures of such technologies could cause interruptions in and delays to our operations,
which may harm our business. We are increasing our investment in technology, software and systems to
support these efforts, but such investments may not increase productivity, maintain or improve the
experience for buyers and sellers or result in more efficient operations. While we have created our own
proprietary technology to operate our business, we also rely on technology from third parties. For
example, to run our inbound operations, we leverage third-party machine learning software that analyzes
data that we use in our proprietary algorithms for determining the optimal list price. We have also
integrated third-party software to help operate our automated carousels and conveyors in our distribution
centers. If these technologies do not increase our operational efficiency in accordance with our
expectations, third parties change the terms and conditions that govern their relationships with us, or if
competition increases for the technology and services provided by third parties, our business may be
harmed. If we are no longer able to rely on such third parties, we would be required to either seek
licenses to technologies or services from other third parties and redesign aspects of business and
operations to function with such technologies or services or develop such technologies ourselves, either
of which would result in increased costs and could result in operational delays until equivalent
technologies can be licensed or developed and integrated into our business and operations. In addition, if
we are unable to enhance automation to our operations, we may be unable to reduce the costs of
processing supply and fulfilling orders, which could cause delays in buyers receiving their purchases and
sellers receiving their payouts. As a result, our reputation and our relationships with our buyers and
sellers could be harmed, which could harm our business, results of operations and financial condition.

We rely on consumer discretionary spending and have been and may continue to be adversely
affected by economic downturns and other macroeconomic conditions or trends.

Our business and results of operations are subject to global economic conditions and their impact on
consumer discretionary spending, particularly in the retail market. Some of the factors that may negatively
influence consumer spending on retail items include high levels of unemployment, high consumer debt
levels, fluctuating interest rates and credit availability, inflation, fluctuating fuel and other energy costs,
fluctuating commodity prices and general uncertainty regarding the overall future political and economic
environment. Economic conditions in particular regions may also be affected by natural disasters, such as
earthquakes, hurricanes and wildfires; unforeseen public health crises, such as pandemics and
epidemics, including the COVID-19 pandemic, political crises, such as terrorist attacks, war and other
incidents of political instability or other catastrophic events, whether occurring in the United States or
internationally.

Traditionally, consumer purchases of new retail items have declined during periods of economic
uncertainty, when disposable income is reduced or when there is a reduction in consumer confidence.
Such economic uncertainty and decrease in the rate of retail purchases in the primary market may slow
the rate at which individuals choose to supply their secondhand items to us, which could result in a
decrease of items available in our marketplace, and may also slow the rate at which individuals choose to
buy secondhand items on our marketplace. For instance, from the beginning of the COVID-19 pandemic
and throughout 2021, we experienced an increase in the supply of Clean Out Kits with secondhand items
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from sellers. Additionally, at the onset of the COVID-19 pandemic, we experienced a reduction in
operations productivity at our distribution centers as we were unable to process Clean Out Kits at our
normal rate. The presence or absence of government stimulus funding programs has had and may
continue to have an impact on consumer discretionary spending and, consequently, purchases through
our marketplace site. Further, we cannot guarantee that buyers will continue to buy at current rates if the
economy worsens. Adverse economic changes could reduce consumer confidence, and thereby
negatively affect our results of operations.

The market in which we participate is competitive and rapidly changing, and if we do not compete
effectively with established companies as well as new market entrants or maintain and develop
strategic relationships with third parties, our business, results of operations and financial
condition could be harmed.

The markets for secondhand and resale items are highly competitive. We compete with vendors of
new and secondhand items, including branded goods stores, local, national and global department
stores, traditional brick-and-mortar consignment and thrift stores, specialty retailers, direct-to-consumer,
retailers, discount chains, independent retail stores, the online offerings of traditional retail competitors,
resale players focused on niche or single categories, as well as technology-enabled marketplaces that
may offer the same or similar goods and services that we offer. We believe our ability to compete
depends on many factors, many of which are beyond our control, including:

e attracting and retaining buyers and sellers and increasing the volume of secondhand items they
buy and sell;

» further developing our data science and automation capabilities;

* maintaining favorable brand recognition;

» effectively delivering our marketplace to buyers and sellers;

» identifying and delivering authentic, high-quality secondhand items;

* maintaining and increasing the amount, diversity and quality of brands and secondhand items
that we offer;

* our ability to expand the means through which we acquire and offer secondhand items for resale;
» the price at which secondhand items accepted onto our marketplace are offered;

e the speed and cost at which we can process and make available secondhand items and deliver
purchased secondhand items to our buyers; and

* the ease with which our buyers and sellers can supply, purchase and return secondhand items.

As our market evolves and we begin to compete with new market entrants, we expect competition to
intensify in the future. Established companies may not only develop their own platforms and competing
lines of business, but also acquire or establish cooperative relationships with our current competitors or
provide meaningful incentives to third parties to favor their offerings over our marketplace.

Many of our existing competitors have, and some of our potential competitors or potential alliances
among competitors could have, substantial competitive advantages such as greater brand name
recognition and longer operating histories, larger fulfillment infrastructures, greater technical capabilities,
faster shipping times, lower-cost shipping, broader supply, established relationships with a larger existing
buyer and/or seller base, superior or more desirable secondhand items for sale or resale, greater
customer service resources, greater financial, marketing, institutional and other resources than we do,
greater resources to make acquisitions, lower labor and development costs, larger and more mature
intellectual property portfolios, and substantially greater financial, technical and other resources than we
do. Such competitors with greater financial and operating resources may be able to respond more quickly
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and effectively than we can to new or changing opportunities, technologies, standards or customer
requirements and derive greater revenue and profits from their existing buyer bases, adopt more
aggressive pricing policies to build larger buyer or seller bases, or respond more quickly than we can to
new or emerging technologies and changes in consumer shopping behavior.

Potential buyers may also prefer to purchase retail items from larger online or brick-and-mortar
competitors that they currently shop from, rather than a newer marketplace, regardless of offerings.
These larger competitors often have broader supply and market focus and will therefore not be as
susceptible to downturns in a particular market.

If we are unsuccessful in establishing or maintaining our relationships with third parties, or if they
partner with our competitors and devote greater resources to implement and support the platforms or
retail items of our competitors, our ability to compete in the marketplace, or to grow our revenue, could be
impaired, and our results of operations may suffer. Even if these partnerships and any future partnerships
we undertake are successful, we cannot assure you that these relationships will result in increased buying
and selling through our marketplace or increased revenue.

Conditions in our market could also change rapidly and significantly as a result of technological
advancements, partnering by our competitors or continuing market consolidation or strategic changes we
or our competitors make in response to the COVID-19 pandemic, and it is uncertain how our market will
evolve. These competitive pressures in our market or our failure to compete effectively may result in price
reductions, fewer buyers and sellers, reduced revenue, gross profit, and gross margins, increased net
losses and loss of market share. Any failure to meet and address these factors could harm our business,
results of operations and financial condition.

National retailers and brands set their own retail prices and promotional discounts on new items,
which could adversely affect our value proposition to buyers and harm our business, results of
operations and financial condition.

National retailers and brands set pricing for their own new retail items, which can include promotional
discounts. Promotional pricing by these parties may adversely affect the relative value of secondhand
items offered for resale with us, and, in turn, our revenue, results of operations and financial condition. In
order to attract buyers to our marketplace, the prices for the secondhand and resale items sold through
our marketplace may need to be lowered in order to compete with pricing strategies employed by national
retailers and brands for their own new retail items, which could negatively affect revenue growth, results
of operations and financial condition. We have experienced a reduction in our revenue in the past due to
reductions and fluctuations in the price of new retail items sold by national retailers and brands, and we
anticipate similar reductions and fluctuations could occur in the future, such as due to a decrease in the
price of new retail items in light of the economic downturn caused by the COVID-19 pandemic. These
pricing changes and promotional discounts could, as a result, adversely affect our business, results of
operations and financial condition.

The global COVID-19 pandemic has had and may continue to have an adverse impact on our
business, results of operations and financial condition.

In March 2020, the World Health Organization declared COVID-19 a global pandemic and this
contagious disease outbreak has continued to spread. The related public health measures, including
orders to shelter-in-place, travel restrictions, mandated business closures and vaccination mandates,
have adversely affected work forces, organizations, customers, economies and financial markets globally,
leading to an economic downturn and increased market volatility. The fear associated with pandemics
such as COVID-19 or the reactions of governments around the world in response to such pandemics, to
regulate the flow of labor and products and impede the travel of individuals, have and may continue to
impact our ability to conduct normal business operations, which could adversely affect our results of
operations and liquidity. For example, due to shelter-in-place orders and mandatory business closures, in
Georgia in particular, for a period of time, we were required to limit operations at our distribution centers,
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resulting in a delay in our ability to process our Clean Out Kits. Additionally, we have implemented
enhanced safety and cleaning measures, resulting in increased costs. In compliance with local
ordinances and to protect our workforce, we have also limited attendance in our corporate offices.

Further, on November 4, 2021, the United States Department of Labor's Occupational Safety and
Health Administration (“OSHA”) issued an interim final rule requiring all employers with 100 or more
employees to ensure that their employees are fully vaccinated or tested for COVID-19 on at least a
weekly basis. While the United States Supreme Court stayed the federal vaccine mandate in January
2022, it is possible that the stay could be lifted or additional, more protective vaccine mandates may be
announced by state or local jurisdictions that could impact our workforce and operations. We cannot
predict what policies we may determine to, or be required to, implement in the future, or the effect thereof
on our business, including whether the imposition of certain policies could cause us to result in attrition
and impede our ability to recruit and retain our workforce.

Disruptions to our business operations have included and could include personnel absences,
temporary closures of our distribution centers, further or ongoing reduced capacity at our distribution
centers, delays in processing Clean Out Kits shipped by sellers to us, delays in our shipment of items
purchased by our buyers, a slow-down in our ability to hire if we are unable to interview candidates in
person, decreased foot traffic at and/or closure of our and our partners’ physical retail locations,
disruptions in internet connections and a decrease or volatile patterns in spending on retail in general. For
instance, decreased processing capacity at our distribution centers during the onset of the COVID-19
pandemic resulted in fewer items being listed as available for sale, which adversely impacted our revenue
growth. Our third-party vendors and partners have also experienced and may continue to experience
disruptions to their business operations, which in turn affects us. Our ability to receive supply and for our
buyers to receive items on a timely basis may be negatively affected by many events outside of our
control including, inclement weather, public health crises such as the COVID-19 pandemic, governmental
regulations, labor disputes, macro supply chain issues and other factors.

Developing various responses to the challenges caused by COVID-19 and its effects has and may
continue to divert the attention of our management team. In the future, we may need to temporarily close
some or all of our distribution centers. If a critical number of our employees become too ill to work or are
unable to work due to personal reasons related to the effects of COVID-19, our ability to process
merchandise through our distribution centers could be significantly slowed or halted.

The continued scope and duration of the COVID-19 pandemic (including the Delta and Omicron
variants and any new strains or variants of the virus), whether additional actions may be taken to contain
the virus, the impact on our buyers, sellers and RaaS clients, the speed and extent to which markets fully
recover from the disruptions caused by the COVID-19 pandemic, and the impact of these factors on our
business, will depend on future developments that are highly uncertain and cannot be predicted with
precision. In addition, to the extent COVID-19 adversely affects our operations and global economic
conditions more generally, it may heighten other risks disclosed in this report.

Public health concerns, such as COVID-19, have resulted and could continue to result in social,
economic and labor instability in the localities in which we or our vendors, buyers and sellers reside. Any
of these uncertainties and actions we take to mitigate the effects of COVID-19 and uncertainties related to
COVID-19 could harm our business, results of operations and financial condition. See the section titled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—COVID-19
Impact” for additional information about the impact of COVID-19 on our business.

Integrating Remix with our business may be more difficult, costly or time-consuming than
expected, and we may not realize the expected benefits of the Remix Acquisition, which may
adversely affect our business, results of operations and financial condition.

In October 2021, we completed the acquisition of Remix, a marketplace business based in Sophia,
Bulgaria. If we experience greater than anticipated costs to integrate, or are not able to successfully
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integrate, Remix into our existing operations or retain key Remix employees, we may not be able to
achieve the anticipated benefits of the acquisition of Remix (the “Remix Acquisition”), including sustained
growth opportunities. Even if the integration of Remix’s business is successful, we may not realize all of
the anticipated benefits of the Remix Acquisition in the time frame anticipated, or at all. For example,
events outside our control, such as changes in laws and regulations, as well as economic trends,
including as a result of the COVID-19 pandemic or other political instabilities and conflicts in the Central
and Eastern European region, could adversely affect our ability to realize the expected benefits from the
Remix Acquisition. Further, upon the closing of the Remix Acquisition, we became subject to additional
laws and regulations, including those in the EEA, such as GDPR. Compliance with such laws and
regulations will require resources and could be more costly and take more time than we anticipate, which
could adversely affect our business.

An inability to realize the full extent of the anticipated benefits of the Remix Acquisition, as well as any
delays encountered in the integration process, could have a materially adverse effect upon our business,
revenue, operating expenses, results of operations and financial condition. In addition, it is possible that
the integration process could result in the disruption of our ongoing business or inconsistencies in
standards, controls, procedures and policies that may adversely affect our ability to maintain relationships
with our buyers and RaaS clients or to achieve the anticipated benefits of the Remix Acquisition.
Integration efforts also may divert management attention and resources. For all of these reasons, we may
not be able to achieve the anticipated benefits of the Remix Acquisition, which could adversely affect our
business, results of operations and financial condition and could cause the price of our Class A common
stock to decline.

In addition, Remix may have liabilities that we failed, or were unable, to discover in the course of
performing our due diligence investigations in connection with the Remix Acquisition. Any such liabilities,
individually or in the aggregate, could have an adverse effect on our business, results of operations and
financial condition.

We use data science to predict buyer and seller preferences, and if we do not accurately predict
evolving preferences of our buyers and sellers it could harm our business, results of operations
and financial condition.

Our success is in large part dependent upon our ability to anticipate and identify trends in the market
for secondhand items in a timely manner and to obtain a supply of secondhand items that addresses
those trends by attracting and retaining sellers who send in high-quality secondhand items. We use data
science to predict buyer and seller preferences, which we in turn use to ensure our buyers are looking at
secondhand items that they are interested in purchasing on our marketplace. There can be no assurance
that our data science will accurately anticipate buyer or seller preferences and, if our predictions are
inaccurate, we will not be able to optimize our buyers’ and sellers’ experience on our marketplace. Lead
times relating to these changing preferences may make it difficult for us to respond rapidly to new or
changing trends. We have begun to expand our offerings beyond our core marketplace and to expand our
RaaS offerings and the impact on our business from these new offerings and RaaS offerings is not clear
as it is difficult to accurately predict buyer and seller preferences. To the extent we do not accurately
predict the evolving preferences of our buyers and sellers, it could harm our business, results of
operations and financial condition.

We may experience damage or destruction to our distribution centers in which we store all of the
secondhand and resale items we offer through our marketplace, which may harm our business,
results of operations and financial condition.

We store the majority of the secondhand items we offer through our marketplace in our current
distribution centers in Arizona, Georgia and Pennsylvania. Our distribution centers, as well as our
headquarters, are located in areas that have a history of natural disasters, including severe weather
events, rendering our distribution centers vulnerable to damage. Any large-scale damage to or
catastrophic loss of secondhand and resale items stored in one of our distribution centers, due to natural
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disasters or man-made disasters such as arson, theft or otherwise would result in liability to our sellers for
the expected payout commission liability for the lost items, reduction in the value of our inventory and a
significant disruption to our business.

Additionally, given the nature of the unique selection of secondhand and resale items we offer on our
marketplace, our ability to restore such secondhand items on our marketplace would take time and would
result in a limitation and delay of available supply for buyers, which would negatively impact our revenue
and results of operations. Further, natural disasters, such as earthquakes, hurricanes, tornadoes, fires,
floods and other adverse weather and climate conditions; unforeseen public health crises, such as
pandemics and epidemics; political crises, such as terrorist attacks, war and other political instability; or
other catastrophic events, whether occurring in the United States or internationally, could disrupt our
operations in any of our offices and distribution centers or the operations of one or more of our third-party
providers or vendors.

Further, while we carry insurance for the secondhand and resale items in our distribution centers, the
number of carriers which provide for such insurance has declined, which has resulted in increased
premiums and deductibles. The insurance we do carry may not continue to be available on commercially
reasonable terms and, in any event, may not be adequate to cover all possible losses that our business
could suffer. In the event that we suffer a catastrophic loss of any or all of our distribution centers and the
secondhand items in such facilities, our liabilities may exceed the maximum insurance coverage amount,
which would harm our business and results of operations.

Shipping is a critical part of our business and any changes in our shipping arrangements or any
interruptions in shipping could harm our business, results of operations and financial condition.

We currently rely on major vendors for our shipping of purchases to buyers and the shipping of
supplied secondhand items by sellers. If we are not able to negotiate acceptable pricing and other terms
with these vendors or they experience performance problems or other difficulties, such as the increased
volume of deliveries due to shelter-in-place orders associated with the COVID-19 pandemic, it could
negatively impact our business and results of operations and negatively affect the experiences of our
buyers and sellers, which could affect the degree to which they continue to buy and supply secondhand
items on our marketplace. In addition, our ability to receive inbound secondhand items efficiently and ship
secondhand items to buyers may be negatively affected by inclement weather, fire, flood, power loss,
earthquakes, labor disputes, acts of war or terrorism, disruptions and/or delays due to business closures
and shelter-in-place orders like those associated with the COVID-19 pandemic and similar factors.
Disruption to delivery services due to inclement weather could result in delays that could adversely affect
our reputation, business and results of operations. If our secondhand items are not delivered in a timely
fashion or are damaged or lost during the supply or the delivery process, our buyers or sellers could
become dissatisfied and cease using our marketplace, which could adversely affect our business and
results of operations.

Our advertising activity and strategic RaaS offerings may fail to efficiently drive growth in buyers
and sellers, which could harm our business, results of operations and financial condition.

Our future growth and potential profitability will depend in large part upon the effectiveness and
efficiency of our advertising, promotion, public relations and marketing programs as well as our strategic
RaaS offerings, and we are investing heavily in these activities. Our advertising activities may not yield
increased revenue and the efficacy of these activities will depend on a number of factors, including our
ability to:

* determine the effective creative message and media mix for advertising, marketing and
promotional expenditures;

* select the right markets, media and specific media vehicles in which to advertise;
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* identify the most effective and efficient level of spending in each market, media and specific
media vehicle; and

» effectively manage marketing costs, including creative and media expenses, to maintain
acceptable buyer and seller acquisition costs.

We closely monitor the effectiveness of our advertising campaigns and changes in the advertising
market, and adjust or re-allocate our advertising spend across channels, customer segments and
geographic markets in real-time to optimize the effectiveness of these activities. We expect to increase
advertising spend in future periods to continue driving our growth. We have previously experienced, and
may experience in the future, increases in the pricing of one or more of our marketing and advertising
channels. These pricing increases could increase our marketing and advertising expenses or cause us to
choose less expensive but possibly less effective marketing and advertising channels. If we implement
new marketing and advertising strategies, we may incur significantly higher costs than our current
channels, which, in turn, could adversely affect our results of operations.

Implementing new marketing and advertising strategies also could increase the risk of devoting
significant capital and other resources to endeavors that do not prove to be cost effective. We also may
incur marketing and advertising expenses significantly in advance of the time we anticipate recognizing
revenue associated with such expenses and our marketing and advertising expenditures may not
generate sufficient levels of brand awareness or result in increased revenue. Even if our marketing and
advertising expenses result in increased sales, the increase might not offset our related expenditures. If
we are unable to maintain our marketing and advertising channels on cost-effective terms or replace or
supplement existing marketing and advertising channels with similarly or more effective channels, our
marketing and advertising expenses could increase substantially, our buyer and seller base could be
adversely affected, our brand could suffer and our business, results of operations and financial condition
could be harmed.

We have invested and expect to continue to invest significant time and resources into our RaaS
offerings and our Raa$S clients include national retail stores, premium women’s fashion brands, fashion-
focused e-commerce sites and marketplaces for the buying and selling of secondhand items. We
maintain a robust and varied set of RaaS offerings including provision of our Clean Out Kits at our RaaS
clients’ retail stores, our cash out marketplace offering, white-label resale shops, the resale of worn retail
items provided to us by our RaaS clients and cross-listing our products on our Raa$S clients’ websites. To
grow our business and build out our marketplace, we anticipate that we will continue to depend on
relationships with third parties. Identifying RaaS clients, and negotiating, documenting and maintaining
relationships with them, requires significant time and resources. Further, our competitors may be effective
in providing incentives to third parties to favor their offerings over our marketplace, mobile application or
in-store offerings.

There is significant uncertainty around the future profitability of our RaaS offerings and whether they
will result in an increased number of new and repeat buyers, an increased number of new and repeat
sellers selling high-quality secondhand items, increased awareness of our brand and an additional source
of revenue. The effectiveness of some of these RaaS offerings was also disrupted by the COVID-19
pandemic and associated shelter-in-place orders. Further, if the retail industry suffers in general, there
may be fewer customers visiting our RaaS clients’ retail stores and buying secondhand items in our pop-
up shops, our Raa$S clients may discontinue our pop-ups and white-label resale shops in an effort to cut
back newer partnerships and our kit distribution offering for gift cards to our clients’ stores could be less
desirable. Additionally, our RaaS clients could go out of business or declare bankruptcy. If our RaaS
offerings are not profitable and do not result in us acquiring a high-quality supply of secondhand items
from our Raa$S clients and/or their customers, who become our sellers, and reaching additional buyers,
our business, results of operations and financial condition could be harmed.
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We rely on third parties to drive traffic to our website and mobile application, and these providers
may change their algorithms or pricing in ways that could negatively impact our business, results
of operations, financial condition and prospects.

We rely in part on digital advertising, including search engine marketing and social media advertising,
to promote awareness of our marketplace, grow our business, attract new buyers and sellers and retain
existing buyers and sellers. In particular, we rely on search engines, such as Google, the major mobile
application stores and social media platforms such as Facebook and Instagram as important marketing
channels. In addition to purchasing traditional advertising space on search engines and social media
platforms, we also partner with influencers on Instagram who promote their buying and selling of
secondhand and resale items through our marketplace to their followers. Search engine companies,
social media platforms or mobile application stores that we advertise our marketplace through may
determine that we are not in compliance with their guidelines and penalize us as a result. If search
engines or social media platforms change their algorithms, terms of service, display or the featuring of
search results, determine we are out of compliance with their terms of service or if competition increases
for advertisements, we may be unable to cost-effectively add buyers and sellers to our website and
mobile application. Further, changes to third-party policies that limit our ability to deliver, target or
measure the effectiveness of advertising, including changes by mobile operating system and browser
providers such as Apple and Google, could reduce the effectiveness of our marketing. We also cannot
accurately predict if the followers of our Instagram influencer partners will be interested in buying and
selling through our marketplace, or if our influencer partners will maintain their follower numbers
throughout the time our partnerships. Our relationships with our marketing vendors are not long term in
nature and do not require any specific performance commitments. In addition, many of our online
advertising vendors provide advertising services to other companies, including companies with whom we
may compete. As competition for online advertising has increased, the cost for some of these services
has also increased. Our marketing initiatives may become increasingly expensive and generating a return
on those initiatives may be difficult. Even if we successfully increase revenue as a result of our paid
marketing efforts, such increase may not offset the additional marketing expenses we incur.

We may not succeed in promoting and maintaining our brand and reputation, which could harm
our business and future growth.

We believe that maintaining our brand and reputation is critical to driving buyer and seller
engagement. An important goal of our brand promotion strategy is establishing trust with our buyers and
sellers.

For buyers, maintaining our brand and reputation requires that we foster trust through timely and
reliable fulfilment of orders, responsive and effective customer service, a broad supply of desirable
brands and secondhand items and an exciting and user-friendly interface on our marketplace, in our
stores and through our partnerships. For sellers, maintaining our brand and reputation requires that we
foster convenience with service that is convenient, consistent and timely. It also requires that we foster
trust through consistent and transparent acceptance, payout and return processes and policies for
secondhand items supplied to us, payouts that our sellers perceive to be adequate compensation for their
items and responsive and effective customer service. If we fail to provide buyers or sellers with the
service and experience they expect, or we experience buyer or seller complaints or negative publicity
about our marketplace services, merchandise, delivery times or customer support, whether justified or
not, the value of our brand could be harmed, which could harm our business and future growth. For
example, disruption to processing of Clean Out Kits and distribution caused by COVID-19 has led and
could potentially lead to additional delays in our ability to process secondhand items sellers send in for
resale, resulting in delays in sellers receiving payouts and less refreshing of our supply on our
marketplace, and could harm our brand and reputation.

Future acquisitions, strategic investments, partnerships or alliances could be difficult to identify
and integrate, divert the attention of key management personnel, disrupt our business, dilute
stockholder value and harm our results of operations and financial condition.
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We have in the past and may in the future seek to acquire businesses, products or technologies that
we believe could complement our business, enhance our technical capabilities or otherwise offer growth
opportunities. The pursuit of potential acquisitions may divert the attention of management and cause us
to incur various expenses in identifying, investigating and pursuing suitable acquisitions, whether or not
they are consummated. Any acquisition, investment or business relationship may result in unforeseen
operating difficulties and expenditures. In addition, we have limited experience in acquiring other
businesses. If we acquire additional businesses, we may not be able to integrate successfully the
acquired personnel, operations, systems and technologies, or effectively manage the combined business
following the acquisition. Specifically, we may not successfully evaluate or utilize the acquired business,
operations, systems, technology or personnel, or accurately forecast the financial impact of an acquisition
transaction, including accounting charges. Moreover, the anticipated benefits of any acquisition,
investment or business relationship may not be realized or we may be exposed to unknown risks or
liabilities.

We may not be able to find and identify desirable acquisition targets or we may not be successful in
entering into an agreement with any one target. Acquisitions could also result in dilutive issuances of
equity securities or the incurrence of debt, which could harm our results of operations. In addition, if an
acquired business fails to meet our expectations, our business, results of operations and financial
condition may suffer.

We have previously sought, and may in the future seek, to make strategic investments in companies
developing products or technologies that we believe could complement our business, enhance our
technical capabilities, or otherwise offer growth opportunities. These investments may be in early stage
private companies for restricted stock. Such investments are generally illiquid and may never generate
value. Further, the companies in which we invest may not succeed, and our investments would lose their
value.

Certain estimates of our buyer metrics included in this Annual Report on Form 10-K may prove to
be inaccurate, and any real or perceived inaccuracies may harm our reputation and negatively
affect our business.

Certain metrics presented in this Annual Report on Form 10-K, including the numbers of Active
Buyers, are based on internal company data, assumptions and estimates and we use these numbers in
managing our business. We believe that these figures are reasonable estimates, and we take measures
to improve their accuracy, such as eliminating known fictitious or duplicate accounts. There are, however,
inherent challenges in gathering accurate data across large online and mobile populations. For example,
there may be individuals who have multiple email accounts in violation of our terms of service, despite our
efforts to detect and enforce our terms of service. If individuals have multiple unique email addresses that
are undetected, then we could be overestimating the number of Active Buyers. We regularly review and
may adjust our processes for calculating these metrics to improve their accuracy. If investors or analysts
do not perceive our metrics to be accurate representations of our business, or if we discover material
inaccuracies in our metrics, our reputation, business, results of operations and financial condition would
be harmed.

Greater than expected returns could have a negative impact on our revenue.

We allow buyers to return certain purchases from our website and mobile application under our return
policy. We record a reserve for returns against proceeds to us from the resale of items on our
marketplace in calculating revenue. We estimate this reserve based on historical return trends. The
introduction of new products in the retail market, changes in consumer confidence or other competitive
and general economic conditions may cause actual returns to exceed our reserve for returns. From time
to time, the secondhand items sold through our marketplace are damaged in transit which can increase
return rates, increase our costs and harm our brand. Returned items may also be damaged in transit as
part of the return process, which can significantly impact the price we are able to charge for such items on
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our marketplace. Any significant increase in returns that exceeds our reserves could adversely affect our
revenue and results of operations.

As an online secondhand marketplace, our success depends on the accuracy of our item
acceptance process. Failure by us to identify counterfeit or stolen retail items could adversely
affect our reputation and expose us to liability for the resale of counterfeit or stolen items.

Our success may depend on our ability to accurately and cost-effectively determine whether a
secondhand item offered for resale is an authentic product. From time to time we receive secondhand
items through our sellers which may be counterfeit or which we are otherwise unable to authenticate.
While we have invested in our authentication processes and we reject any retail items we cannot
authenticate, we cannot be certain that we will identify every counterfeit item that is supplied to us. As the
sophistication of counterfeiters increases, it may be increasingly difficult to authenticate products and/or
identify counterfeit products. We refund the cost of an item to a buyer if the buyer questions its
authenticity and returns the item. The resale of any counterfeit items may damage our reputation as a
trusted marketplace for secondhand items, which may impact our ability to attract and maintain repeat
buyers and sellers. We may also be subject to allegations that an item we sold is not authentic despite
our efforts to inspect such item and/or our general authentication practices. Such controversy could
negatively impact our reputation and brand and harm our business and results of operations.

Additionally, we may fail to prevent sellers from supplying stolen items. Government regulators and
law enforcement officials may allege that our services violate, or aid and abet violations of certain laws,
including laws restricting or prohibiting the transferability and, by extension, the resale, of stolen items.
Our form of seller terms includes a representation that the seller has the necessary right and title to the
secondhand items they may resell. Our terms of use prohibit the listing of stolen or otherwise illegal
products. If these terms prove inadequate, we may be required to spend substantial resources to take
additional protective measures which could negatively impact our operations. Any costs incurred as a
result of potential liability relating to the alleged or actual resale of stolen items could harm our business.
In addition, negative publicity relating to the actual or perceived listing or resale of stolen items using our
services could damage our reputation and make our buyers and sellers reluctant to use our services. To
the extent any of this occurs, it could harm our business or damage our reputation and we could face
liability for such unlawful activities. Despite measures taken by us to detect stolen items, to cooperate fully
with law enforcement, and to respond to inquiries regarding potentially stolen items, any resulting claims
or liabilities could harm our business.

Risks Relating to Information Technology, Intellectual Property, Data Security and Privacy

Compromises of our data security could cause us to incur unexpected expenses and may
materially harm our reputation and results of operations.

In the ordinary course of our business, we collect, process and store certain personal information and
other data relating to individuals, such as our buyers, sellers and employees. We also maintain other
information, such as our trade secrets and confidential business information and certain confidential
information of third parties, that is sensitive and that we seek to protect. We rely substantially on
commercially available systems, software, tools and monitoring to provide security for our processing,
transmission and storage of personal information and other confidential information. We or our vendors
have been in the past and could be in the future the subject of hacking, social engineering, phishing,
ransomware or other attacks. Due to these or other causes, we or our vendors have in the past and may
in the future suffer a data breach or other security incident. These incidents have allowed, and may in the
future continue to allow, hackers or other unauthorized parties to gain access to personal information or
other data, source code, payment card data or confidential business information, and we might not
discover such issues for an extended period. The techniques used to obtain unauthorized access or to
sabotage systems change frequently and generally are not identified until they are launched against a
target. As a result, we and our vendors may be unable to anticipate these techniques or to implement
adequate preventative measures. In addition, our employees, contractors, vendors or other third parties
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with whom we do business may attempt to circumvent security measures in order to misappropriate such
personal information, confidential information or other data, or may inadvertently release or compromise
such data. We expect to incur ongoing and increasing costs associated with the detection and prevention
of security breaches and other security-related incidents. We may incur additional costs in the event of a
security breach or other security-related incident. Any actual or perceived compromise of our systems or
data security measures or those of third parties with whom we do business, or any failure to prevent or
mitigate the loss of personal or other confidential information and delays in detecting or providing notice
of any such compromise or loss could disrupt our operations, harm the perception of our security
measures, damage our reputation, cause some participants to decrease or stop their use of our
marketplace and subject us to litigation, government action, increased transaction fees, regulatory fines or
penalties or other additional costs and liabilities that could adversely affect our business, results of
operations and financial condition.

We cannot be certain that our insurance coverage will be adequate for data handling or data security
liabilities, that insurance will continue to be available to us on economically reasonable terms, or at all, or
that any insurer will not deny coverage as to any future claim. The successful assertion of one or more
large claims against us that exceed available insurance coverage or the occurrence of changes in our
insurance policies, including premium increases or the imposition of large deductible or co-insurance
requirements, could harm our business, results of operations, financial condition and reputation.

In addition, the changes in our work environment as a result of the COVID-19 pandemic could impact
the security of our systems, as well as our ability to protect against attacks and detect and respond to
them quickly. Any rapid adoption by us of third-party services designed to enable the transition to a
remote workforce also may introduce security risk that is not fully mitigated prior to the use of these
services. We may also be subject to increased cyber-attacks, such as phishing attacks by threat actors
using the attention placed on the COVID-19 pandemic as a method for targeting our personnel.

Our use and other processing of personal information and other data is subject to laws and
regulations relating to privacy, data protection and information security. Changes in such laws or
regulations, or any actual or perceived failure by us to comply with such laws and regulations, our
privacy policies and/or contractual obligations, could adversely affect our business, results of
operations and financial condition.

We collect, maintain and otherwise process significant amounts of personal information and other
data relating to our buyers, sellers, clients and employees. Numerous state, federal and international
laws, rules and regulations govern the collection, use and protection of personal information and other
types of data we collect, use, disclose and otherwise process. Such requirements are constantly evolving,
and we expect that there will continue to be new proposed requirements relating to privacy, data
protection and information security in the United States and other jurisdictions, or changes in the
interpretation of existing privacy requirements. For example, the California Consumer Privacy Act (the
“CCPA”) took effect on January 1, 2020 and broadly defines personal information, imposes stringent
consumer data protection requirements, gives California residents expanded privacy rights, provides for
civil penalties for violations and introduces a private right of action for data breaches. Additionally, on
November 3, 2020, Proposition 24 was approved in California which creates a new privacy law, the
California Privacy Rights Act (the “CPRA”). The CPRA creates additional obligations relating to personal
information that will take effect on January 1, 2023 (with certain provisions having retroactive effect to
January 1, 2022). The CPRA’s implementing regulations are expected on or before July 1, 2022, and
enforcement is scheduled to begin July 1, 2023. We will continue to monitor developments related to the
CPRA and anticipate additional costs and expenses associated with CPRA compliance. Additionally, the
CCPA has prompted other states to propose and enact similar laws and regulations relating to privacy.
For example, in March 2021, Virginia enacted the Virginia Consumer Data Protection Act (the “CDPA”),
which becomes effective on January 1, 2023, and on June 8, 2021, Colorado enacted the Colorado
Privacy Act (the “CPA”), which takes effect on July 1, 2023. The CDPA and CPA share similarities with
the CCPA, the CPRA, and legislation proposed in other states. Aspects of the CCPA, CPRA, CDPA, and
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CPA, and their interpretation, remain unclear, and we cannot yet fully predict the impact of these laws or
regulations on our business or operations.

Further, as our operations expand internationally, including in connection with the Remix Acquisition,
we may become subject to additional laws and regulations relating to privacy and data protection.
Foreign laws and regulations relating to privacy and data protection often are more restrictive than those
in the United States. Regulatory authorities in the European Economic Area (the “EEA”), for example,
traditionally have imposed stricter obligations under laws and regulations relating to privacy and data
protection than the United States. In May 2018, the European Union’s regulation governing data practices
and privacy called the General Data Protection Regulation (“GDPR”), became effective. The GDPR
requires companies to meet stringent requirements regarding the handling of personal data of individuals
in the EEA. The GDPR provides for substantial penalties for non-compliance, which may result in
monetary penalties of up to 20 million Euros or 4% of a company’s worldwide turnover, whichever is
greater. Aspects of data protection laws and regulations in the EEA, including those relating to cross-
border data transfer and the use of cookies, are evolving rapidly and remain subject to substantial
uncertainty. Additionally, outside of the EEA, many countries and territories have laws, regulations, or
other requirements relating to privacy, data protection, information security, and localized storage of data,
and new countries and territories are adopting such legislation or other obligations with increasing
frequency. There is no harmonized approach to these laws and regulations globally. Consequently,
international expansion, including in connection with the Remix Acquisition, increases our risk of non-
compliance with applicable foreign data protection laws and regulations.

Future requirements, or changes in the interpretation of existing requirements, relating to privacy,
data protection and information security may require us to implement, enhance or modify privacy and
security policies, provide certain types of notices, grant certain rights to individuals, inform individuals of
security breaches, and, in some cases, obtain individuals’ consent to use personal data for certain
purposes. These requirements may be inconsistent from one jurisdiction to another, subject to differing
interpretations and may be interpreted to conflict with our practices. We cannot yet fully determine the
impact that such future requirements may have on our business or operations. Additionally, we are
subject to the terms of our privacy policies and notices and may be bound by contractual requirements
applicable to our collection, use, processing, security and disclosure of personal information, and may be
bound by or alleged to be subject to, or voluntarily comply with, self-regulatory or other industry standards
relating to these matters.

Any failure or perceived failure by us or any third parties with which we do business to comply with
these privacy requirements, with our posted privacy policies or with other obligations to which we or such
third parties are or may become subject relating to privacy, data protection or information security, may
result in investigations or enforcement actions against us by governmental entities, private claims, public
statements against us by consumer advocacy groups or others, and fines, penalties or other liabilities. For
example, California consumers whose information has been subject to a security incident may bring civil
suits under the CCPA, for statutory damages between $100 and $750 per consumer. Any such action
would be expensive to defend, likely would damage our reputation and market position, could result in
substantial liability and could adversely affect our business and results of operations.

Further, in view of new or modified requirements relating to privacy, data protection or information
security, contractual obligations and other legal obligations, or any changes in their interpretation, we may
find it necessary or desirable to fundamentally change our business activities and practices, and to
expend significant resources to adapt to these changes. We may be unable to make such changes and
modifications in a commercially reasonable manner or at all, and our ability to develop new features could
be limited. Privacy, data protection and information security concerns, whether valid or not valid, may
inhibit the use and growth of our RaaS product offerings and marketplace, particularly in certain foreign
countries. Additionally, public scrutiny of or complaints about technology companies or their data
practices, even if unrelated to our business, industry, or operations, may lead to increased scrutiny of
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technology companies, including us, and may cause government agencies to enact additional regulatory
requirements, or to modify their enforcement or investigation activities, which may increase our costs and
risks.

Interruptions or delays in the services provided by third-party data centers, Internet service
providers or our payment processors could prevent existing and potential buyers and sellers from
accessing our marketplace, and our business could suffer.

Our reputation and ability to attract and retain buyers and sellers depends in part on the reliable
performance of our network infrastructure and content delivery process. We have experienced, and
expect that in the future we may experience, interruptions, delays and outages in service and availability
from time to time due to a variety of factors, including infrastructure changes, human or software errors,
website hosting disruptions and capacity constraints which could affect the availability of services on our
marketplace and prevent or inhibit the ability of buyers to access our marketplace or complete purchases
on our marketplace through our website or mobile application.

We currently host our marketplace and support our operations using Amazon Web Services (“AWS”)
data centers, a provider of cloud infrastructure services. Our operations depend on protecting the virtual
cloud infrastructure hosted in AWS by maintaining its configuration, architecture and interconnection
specifications, as well as the information stored in these virtual data centers and which third-party Internet
service providers transmit. Furthermore, we have no physical access or control over the services provided
by AWS. Although we have disaster recovery plans that utilize multiple AWS locations, the data centers
that we use 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 service, destroy user content, or prevent us from being able to continuously back up or
record changes in our users’ content. 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 marketplace, and our
disaster recovery planning may not account for all eventualities. Further, a prolonged AWS service
disruption affecting our marketplace could damage our reputation with current buyers and sellers, expose
us to liability, make it difficult to attract and retain new and existing buyers and sellers, or otherwise harm
our business. In particular, volume of traffic and activity on our marketplace spikes on certain days and
during certain periods of the year, such as during a holiday promotion. Any interruption to the availability
of our marketplace would be particularly problematic if it were to occur at such a high-volume time. In
addition, we use multiple third-party payment processors to process payments made by buyers or to
sellers on our marketplace. Any disruption or failure in the services we receive from our third-party
payment processors could prevent us from being able to effectively operate our marketplace and likewise
could harm our business, results of operations and financial condition.

If AWS or our third-party payment processors terminate their relationships with us or refuse to renew
their agreements with us on commercially reasonable terms, we would need to find alternative data
centers, Internet service providers and third-party payment processors and may not be able to secure
similar terms or replace such payment processors in an acceptable timeframe. Further, the services
provided by such alternate providers may not meet our expectations, contain errors or vulnerabilities, be
compromised or experience outages. In particular, should we or AWS decide to terminate our contract for
cloud infrastructure services for any reason, transitioning our cloud infrastructure to an alternative
provider could potentially be disruptive, and we may incur significant costs for a short period of time. Any
of these risks could cause us to lose our ability to accept online payments, make payments to sellers or
conduct other payment transactions, any of which could make our marketplace less convenient and
attractive and adversely affect our ability to attract and retain buyers and sellers, which could harm our
business, results of operations and financial condition.
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Activity on mobile devices by buyers and sellers depends upon effective use of mobile operating
systems, networks and standards that we do not control.

Purchases using mobile devices by buyers and sellers generally, and by our buyers and sellers
specifically, have increased significantly, and we expect this trend to continue. To optimize the mobile
shopping experience, we are dependent on our buyers and sellers downloading our specific mobile
applications for their particular device or accessing our sites from an Internet browser on their mobile
device. As new mobile devices and platforms are released, it is difficult to predict the problems we may
encounter in developing applications for these alternative devices and platforms, and we may need to
devote significant resources to the creation, support and maintenance of such applications. In addition,
our future growth and our results of operations could suffer if we experience difficulties in the future in
integrating our mobile applications into mobile devices, if problems arise with our relationships with
providers of mobile operating systems or mobile application download stores, such as those of Apple or
Google, if our applications receive unfavorable treatment compared to competing applications, such as
the order of our mobile application in the Apple App Store or Google Play, if we face increased costs to
distribute or have buyers and sellers use our mobile applications or if our mobile application is no longer
available with certain providers of mobile operating systems or mobile application download stores. We
are further dependent on the interoperability of our sites with popular mobile operating systems that we
do not control, such as iOS and Android, and any changes in such systems that degrade the functionality
of our sites or give preferential treatment to competitors could adversely affect the usage of our sites on
mobile devices. In the event that it is more difficult for our buyers and sellers to access and use our sites
on mobile devices, or if our buyers and sellers choose not to access or to use our sites on their mobile
devices or to use mobile products that do not offer access to our sites, this could harm our business,
results of operations and financial condition.

We may be accused of infringing intellectual property or other proprietary rights of third parties.

We have been in the past and may be accused in the future of infringing intellectual property or other
proprietary rights of third parties. We are also at risk of claims by others that we have infringed their
copyrights, trademarks or patents, or improperly used or disclosed their trade secrets, or otherwise
infringed or violated their proprietary rights, such as the right of publicity. For example, although we
require our employees to not use the proprietary information or know-how of others in their work for us,
we may become subject to claims that these employees have divulged, or we have used, proprietary
information of these employees’ former employers. The costs of supporting any litigation or disputes
related to these claims can be considerable, and we cannot assure you that we will achieve a favorable
outcome of any such claim. If any such claim is valid, we may be compelled to cease our use of such
intellectual property or other proprietary rights and pay damages, which could adversely affect our
business. In addition, if such claims are valid, we may lose valuable intellectual property rights or
personnel, which could harm our business. Even if such claims were not valid, defending them could be
expensive and distracting, adversely affecting our results of operations.

If we cannot successfully protect our intellectual property, our business could suffer.

We rely on a combination of intellectual property rights, contractual protections and other practices to
protect our brand, proprietary information, technologies and processes. We primarily rely on patent,
copyright and trade secret laws to protect our proprietary technologies and processes, including the
automated operations systems and machine learning technology we use throughout our business. Others
may independently develop the same or similar technologies and processes or may improperly acquire
and use information about our technologies and processes, which may allow them to provide a service
similar to ours, which could harm our competitive position. Our principal trademark assets include the
registered trademarks “THREDUP” and “Think Secondhand First” and our logos and taglines. Our
trademarks are valuable assets that support our brand and buyers’ perception of our services and
merchandise. We have registered trademarks in Australia, Canada, the European Union, Japan, South
Korea, Mexico, the United Kingdom and the United States. We also hold the rights to the “thredup.com”
Internet domain name and various related domain names, which are subject to Internet regulatory bodies
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and trademark and other related laws of each applicable jurisdiction. If we are unable to protect our
trademarks or domain names, our brand recognition and reputation would suffer, we would incur
significant expense establishing new brands and our results of operations would be adversely impacted.
Further, to the extent we pursue additional patent protection for our innovations, patents we may apply for
may not issue, and patents that do issue or that we acquire may not provide us with any competitive
advantages or may be challenged by third parties. There can be no assurance that any patents we obtain
will adequately protect our inventions or survive a legal challenge, as the legal standards relating to the
validity, enforceability and scope of protection of patent and other intellectual property rights are
uncertain. We may be required to spend significant resources to monitor and protect our intellectual
property rights, and the efforts we take to protect our proprietary rights may not be sufficient.

We rely in part on trade secrets, proprietary know-how and other confidential information to maintain
our competitive position. Although we enter into confidentiality and invention assignment agreements with
our employees and consultants and enter into confidentiality agreements with the parties with whom we
have strategic relationships, partnerships and business alliances, no assurance can be given that these
agreements will be effective in controlling access to and distribution of our proprietary information.
Further, these agreements do not prevent our competitors from independently developing technologies
that are substantially equivalent or superior to our automation technologies or technologies related to our
marketplace.

To protect our intellectual property rights, we may be required to spend significant resources to
monitor and protect these rights, and we may or may not be able to detect infringement by third parties.
Litigation may be necessary in the future to enforce our intellectual property rights and to protect our trade
secrets. Such litigation could be costly, time consuming and distracting to management and could result
in the impairment or loss of portions of our intellectual property. Furthermore, 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 delay further sales or the implementation of our platform,
impair the functionality of our platform, delay introductions of new capabilities, result in our substituting
inferior or more costly technologies into our business, or injure our reputation. In addition, we may be
required to license additional technology from third parties to develop and market new capabilities, and
we cannot assure you that we could license that technology on commercially reasonable terms or at all,
and our inability to license this technology could harm our ability to compete.

We use open source software in our marketplace, which could negatively affect our ability to
operate our business and subject us to litigation or other actions.

We use open source software to facilitate the development and operation of our marketplace,
including our website and mobile application, and may use more open source software in the future. From
time to time, there have been claims challenging both the ownership of open source software against
companies that incorporate open source software into their products and whether such incorporation is
permissible under various open source licenses. The terms of many open source licenses have not been
interpreted by United States courts, and there is a risk that these licenses could be construed in a way
that could impose unanticipated conditions or restrictions on our ability to operate our marketplace. As a
result, we could be subject to lawsuits by parties claiming ownership of what we believe to be open
source software, or breach of open source licenses. Litigation could be costly for us to defend, have a
negative effect on our results of operations and financial condition, or require us to devote additional
research and development resources to change our marketplace. In addition, if we were to combine our
proprietary source code or software with open source software in a certain manner, we could, under
certain of the open source licenses, be required to release the source code of our proprietary software to
the public. This would allow our competitors to create similar offerings with less development effort and
time. If we inappropriately use open source software, or if the license terms for open source software that
we use change, we may be required to re-engineer our marketplace, or certain aspects of our
marketplace, incur additional costs, or take other remedial actions.
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In addition to risks related to license requirements, usage of open source software can lead to greater
risks than use of third-party commercial software, as open source licensors generally do not provide
warranties or assurance of title or controls on origin of the software. In addition, many of the risks
associated with usage of open source software, such as the lack of warranties or assurances of title,
cannot be eliminated, and could, if not properly addressed, negatively affect our business. We have
established processes to help alleviate these risks, 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.

We rely on software and services from other parties. Defects in or the loss of access to software or
services from third parties could increase our costs and adversely affect the quality of our
products.

We rely on technologies from third parties to operate critical functions of our business, including cloud
infrastructure services, payment processing services, certain aspects of distribution center automation
and customer relationship management services. We also use Google services for our business emails,
file storage and communications. Our business would be disrupted if any of the third-party software or
services we utilize, or functional equivalents thereof, were unavailable due to extended outages or
interruptions or because they are no longer available on commercially reasonable terms or prices. In each
case, we would be required to either seek licenses to software or services from other parties and redesign
our business and marketplace to function with such software or services or develop these components
ourselves, which would result in increased costs and could result in delays in the launch of new offerings
on our marketplace until equivalent technology can be identified, licensed or developed, and integrated
into our business and marketplace. Furthermore, we might be forced to limit the features available in our
current or future products. These delays and feature limitations, if they occur, could harm our business,
results of operations and financial condition.

Our success depends, in part, on the integrity and scalability of our systems and infrastructures as
well as our ability to integrate with our partners. System interruption and the lack of integration,
redundancy and scalability in these systems and infrastructures may harm our business, results of
operations and financial condition.

Our success depends, in part, on our ability to maintain the integrity of our systems and infrastructure,
including our website and mobile app, information and related systems. Further, to maintain our strategic
relationships with our partners, our systems and infrastructure must be seamlessly integrated and
interoperable with our partners’ systems, including those of our Raa$S clients, which may cause us to incur
significant upfront and maintenance costs as some of our RaaS offerings may involve development of a
variety of technologies, data formats, applications, systems and infrastructure. System interruption and a
lack of integration and redundancy in our information systems and infrastructure may adversely affect our
ability to operate our website or mobile app, process and fulfill transactions, maintain coordination
between our website and those of certain of our RaaS clients, respond to customer inquiries and
generally maintain cost-efficient operations. As our business has grown in size and complexity, the growth
has placed, and will continue to place, significant demands on our information systems and infrastructure.
To effectively manage this growth, we expect to commit significant financial resources and personnel to
maintain and enhance existing systems and develop or acquire new systems to keep pace with
continuing changes in our business and information processing technology as well as evolving industry,
regulatory and accounting standards. If the information we rely upon to run our businesses is determined
to be inaccurate or unreliable, or if we fail to properly maintain or enhance our internal information
systems and infrastructure, we could experience operational disruptions, customer disputes, significant
deficiencies or material weaknesses in our internal controls, incur increased operating and administrative
expenses, lose our ability to produce timely and accurate financial reports or suffer other adverse
consequences which could harm our results of operations. We also rely on third-party computer systems,
broadband and other communications systems and service providers in connection with providing access
to our marketplace generally. Any interruptions, outages or delays in our systems and infrastructure, our
business and/or third parties or deterioration in the performance of these systems and infrastructure,
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could impair our ability to provide access to our marketplace. Fire, flood, power loss, telecommunications
failure, hurricanes, tornadoes, earthquakes, other natural disasters, acts of war or terrorism, including
ransomware attacks and similar events or disruptions may damage or interrupt computer, broadband or
other communications systems and infrastructure at any time. Any of these events could cause system
interruption, delays and loss of critical data, and could prevent us from providing access to our
marketplace. While we have backup systems for certain aspects of our operations, disaster recovery
planning by its nature cannot be sufficient for all eventualities. In addition, we may not have adequate
insurance coverage to compensate for losses from a major interruption. If any of these events were to
occur, it could harm our business, results of operations and financial condition.

Risks Relating to Legal, Regulatory, Accounting and Tax Matters

Material weaknesses in our internal control over financial reporting may cause us to fail to timely
and accurately report our financial results or result in a material misstatement of our consolidated
financial statements.

In connection with the audits of our 2021, 2020, 2019 and 2018 consolidated financial statements, we
and our independent registered public accounting firm identified control deficiencies in the design and
operation of our internal control over financial reporting that constituted a material weakness, as further
described in “ltem 9A. Controls and Procedures” in this Annual Report on Form 10-K. A material
weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting such
that there is a reasonable possibility that a material misstatement of our consolidated financial statements
will not be prevented or detected on a timely basis. Our material weakness related to the following control
deficiencies:

* We did not design and maintain effective control over our accounting and proprietary data
systems used in our financial reporting process. These systems lacked controls over user access,
program change management, computer operation and data validation to ensure that IT program
and data changes affecting financial accounting applications and underlying accounting records
are identified, tested, authorized and implemented appropriately.

* We did not design and maintain adequate controls over the preparation and review of certain
account reconciliations and journal entries. Specifically, we did not design and maintain controls
and we did not maintain a sufficient complement of accounting personnel to ensure (i) the
appropriate segregation of duties in the preparation and review of account reconciliations and
journal entries and (ii) account reconciliations were prepared and reviewed at the appropriate
level of precision on a consistent and timely basis.

The deficiencies described above, if not remediated, could result in a misstatement of one or more
account balances or disclosures in our annual or interim consolidated financial statements that would not
be prevented or detected, and, accordingly, we determined that these control deficiencies constitute a
material weakness.

To address our material weakness, we have added accounting, finance and information technology
personnel and implemented new financial accounting processes. We intend to continue to take steps to
remediate the material weakness described above through implementing enhancements and controls
within our accounting and proprietary systems, hiring additional qualified accounting, finance and
information technology resources and further evolving our accounting and quarterly and annual close
processes. We will not be able to fully remediate these control deficiencies until these steps have been
completed and have been operating effectively for a sufficient period of time. The redesign and
implementation of improvements to our accounting and proprietary systems and controls may be costly
and time consuming and the cost to remediate may impair our results of operations in the future.

If we fail to remediate our material weakness, identify future material weaknesses in our internal
control over financial reporting or fail to meet the demands that have been placed upon us as a public
company, including the requirements of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act’), we
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may be unable to accurately report our financial results or report them within the timeframes required by
law or stock exchange regulations. Failure to comply with Section 404 of the Sarbanes-Oxley Act could
also potentially subject us to sanctions or investigations by the SEC or other regulatory authorities. If
additional material weaknesses exist or are discovered in the future, and we are unable to remediate any
such material weakness, our reputation, results of operations and financial condition could suffer.

Failure to comply with applicable laws or regulations, including those relating to the resale of
secondhand items, or changes to such laws, rules or regulations may subject us to fines, penalties,
registration and approval or other governmental enforcement action.

Our business and financial condition could be adversely affected by unfavorable changes in or
interpretations of existing laws, rules and regulations or the promulgation of new laws, rules and
regulations applicable to us and our business, including those relating to the internet and e-commerce,
such as geo-blocking and other geographically based restrictions, internet advertising and price display,
consumer protection, anti-corruption, antitrust and competition, economic and trade sanctions, tax,
banking, data security, network and information systems security, data protection, privacy and
escheatment. As a result, regulatory authorities could prevent or temporarily suspend us from conducting
some or all of our activities or otherwise penalize us if our practices were found not to comply with
applicable regulatory or licensing requirements or any binding interpretation of such requirements.
Unfavorable changes or interpretations could decrease demand for our marketplace, limit marketing
methods and capabilities, affect our growth, increase costs or subject us to additional liabilities. In
addition, if we were to expand internationally, we would be subject to additional regulation.

For example, there are, and will likely continue to be, an increasing number of laws and regulations
pertaining to the internet and e-commerce. Regulations and laws specifically governing the internet and e-
commerce may involve taxes, privacy, data protection and data security, consumer protection, the ability
to collect and/or share necessary information that allows us to conduct business on the internet,
marketing communications and advertising, content protection, electronic contracts or gift cards. Such
regulations and laws may relate to liability for information retrieved from or transmitted over the internet,
display of certain taxes and fees, online editorial and consumer-generated content, user privacy, data
security, network and information systems security, behavioral targeting and online advertising, taxation,
liability for third-party activities and the quality of services. California’s Automatic Renewal Law, for
example, requires companies to adhere to enhanced disclosure requirements when entering into
automatically renewing contracts with buyers and sellers. As a result, a wave of consumer class action
lawsuits was brought against companies that offer online products and services on a subscription or
recurring basis. Furthermore, the growth and development of e-commerce may prompt calls for more
stringent consumer protection laws and more aggressive enforcement efforts, which may impose
additional burdens on online businesses generally.

The resale of secondhand items through our marketplace is subject to regulation, including by
regulatory bodies such as the United States Consumer Product Safety Commission, the Federal Trade
Commission, the United States Fish and Wildlife Service and other international, federal, state and local
governments and regulatory authorities. These laws and regulations are complex, vary from state to state
and change often. We monitor these laws and regulations and adjust our business practices as warranted
to comply. We receive our supply of secondhand items from numerous sellers located in all 50 states of
the United States, and the items we receive from our sellers may contain materials such as fur, snakeskin
and other exotic animal product components, that are subject to regulation. Our standard seller terms and
conditions require sellers to comply with applicable laws when sending us their secondhand items. Failure
of our sellers to comply with applicable laws, regulations and contractual requirements could lead to
litigation or other claims against us, resulting in increased legal expenses and costs. In addition, while all
of our vendor agreements contain a standard indemnification provision, certain vendors may not have
sufficient resources or insurance to satisfy their indemnity and defense obligations which may harm our
business. Moreover, failure by us to effectively monitor the application of these laws and regulations to
our business, and to comply with such laws and regulations, may negatively affect our brand and subject
us to penalties and fines.
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Numerous states within the United States and municipalities, including the States of California and
New York, have regulations regarding the handling of secondhand items and licensing requirements of
secondhand dealers. Such government regulations could require us to change the way we conduct
business, such as prohibiting or otherwise restricting the sale or shipment of certain items in some
locations. These regulations could result in increased costs or reduced revenue. We could also be subject
to fines or other penalties that could harm our business.

Additionally, supplied secondhand items could be subject to recalls and other remedial actions and
product safety, labeling and licensing concerns may require us to voluntarily remove selected
secondhand items from our marketplace. Such recalls or voluntary removal of items can result in, among
other things, lost sales, diverted resources, potential harm to our reputation and increased customer
service costs and legal expenses, which could have an adverse effect on our results of operations. Some
of the secondhand items sold through our marketplace may expose us to product liability claims and
litigation or regulatory action relating to personal injury, environmental or property damage. We cannot be
certain that our insurance coverage will be adequate for liabilities actually incurred or that insurance will
continue to be available to us on economically reasonable terms or at all.

Our failure to address risks associated with payment methods, credit card fraud and other
consumer fraud, or our failure to control any such fraud, could damage our reputation and brand
and could harm our business, results of operations and financial condition.

We have in the past incurred and may in the future incur losses from various types of fraudulent
transactions, including the use of stolen credit card numbers, and claims that a buyer did not authorize a
purchase. In addition, as part of the payment processing process, our buyers’ and sellers’ credit and debit
card information is transmitted to our third-party payment processors, and we may in the future become
subject to lawsuits or other proceedings for purportedly fraudulent transactions arising out of the actual or
alleged theft of our buyers’ and sellers’ credit or debit card information if the security of our third-party
credit card payment processors are breached.

Under current credit card practices, we are liable for fraudulent credit card transactions because we
do not obtain a cardholder’s signature. We do not currently carry insurance against this risk. To date, we
have experienced minimal losses from credit card fraud, but we face the risk of significant losses from this
type of fraud as our net sales increase.

We and our third-party credit card payment processors are also subject to payment card association
operating rules, certification requirements and rules governing electronic funds transfers, which could
change or be reinterpreted to make it difficult or impossible for us to comply. If we or our third-party credit
card payment processors fail to comply with these rules or requirements, we may be subject to fines and
higher transaction fees and lose our ability to accept credit and debit card payments from our buyers and
sellers in addition to the consequences that could arise from such action or inaction violating or being
alleged to violate applicable laws, regulations, contractual obligations or other obligations, including those
regulating to privacy, data protection and data security as outlined above, including harm to our reputation
and market position. Any of these could have an adverse impact on our business, results of operations,
financial condition and prospects. Our failure to adequately prevent fraudulent transactions could damage
our reputation and market position, result in claims, litigation or regulatory investigations and proceedings
or lead to expenses that could harm our business, results of operations and financial condition.

We and our directors and executive officers may be subject to litigation for a variety of claims,
which could harm our reputation and adversely affect our business, results of operations and
financial condition.

In the ordinary course of business, we have in the past and may in the future be involved in and
subject to litigation for a variety of claims or disputes and receive regulatory inquiries. These claims,
lawsuits and proceedings could include labor and employment, wage and hour, commercial, antitrust,
alleged securities law violations or other investor claims, claims that our employees have wrongfully
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disclosed or we have wrongfully used proprietary information of our employees’ former employers and
other matters. The number and significance of these potential claims and disputes may increase as our
business expands. Further, our general liability insurance may not cover all potential claims made against
us or be sufficient to indemnify us for all liability that may be imposed. Any claim against us, regardless of
its merit, could be costly, divert management’s attention and operational resources, and harm our
reputation.

Our directors and executive officers may also be subject to litigation. The limitation of liability and
indemnification provisions that are included in our amended and restated certificate of incorporation, our
amended and restated bylaws and indemnification agreements that we entered into with our directors and
executive officers provide that we will indemnify our directors and officers to the fullest extent permitted by
Delaware law and may discourage stockholders from bringing a lawsuit against our directors and
executive officers for breach of their fiduciary duties. Such provisions may also reduce the likelihood of
derivative litigation against our directors and executive officers, even though an action, if successful,
might benefit us and other stockholders. Further, a stockholder’s investment may be harmed to the extent
that we pay the costs of settlement and damage awards against our directors and executive officers as
required by these indemnification provisions. We have obtained insurance policies under which, subject to
the limitations of the policies, coverage is provided to our directors and executive officers against loss
arising from claims made by reason of breach of fiduciary duty or other wrongful acts as a director or
executive officer, including claims relating to public securities matters, and to us with respect to payments
that may be made by us to these directors and executive officers pursuant to our indemnification
obligations or otherwise as a matter of law. These insurance policies may not cover all potential claims
made against our directors and executive officers, may not be available to us in the future at a reasonable
rate and may not be adequate to indemnify us for all liability that may be imposed.

As litigation is inherently unpredictable, we cannot assure you that any potential claims or disputes
will not harm our business, results of operations and financial condition.

We are subject to anti-corruption, anti-bribery and similar laws, and non-compliance with such
laws can subject us to criminal penalties or significant fines and harm our business and reputation.

We are subject to anti-corruption and anti-bribery and similar laws, such as the United States Foreign
Corrupt Practices Act of 1977, as amended (the “FCPA”), the United States domestic bribery statute
contained in 18 U.S.C. § 201, the United States. Travel Act, the USA PATRIOT Act, and are subject to
similar anti-corruption and anti-bribery laws to the extent of the international expansion of our operations.
Anti-corruption and anti-bribery laws have been enforced aggressively in recent years and are interpreted
broadly and prohibit companies, their employees and third-party business partners, representatives and
agents from promising, authorizing, making or offering improper payments or other benefits, directly or
indirectly, to government officials and others in the private sector in order to influence official action, direct
business to any person, gain any improper advantage, or obtain or retain business. If we further expand
our business internationally beyond our minimal sales into Canada and our expansion into Europe in
connection with the Remix Acquisition, our risks under these laws would increase.

In addition, in the future we may use third parties to operate our marketplace or otherwise conduct
business on our behalf, abroad. We or such future third parties may have direct or indirect interactions
with officials and employees of government agencies or state-owned or affiliated entities, and we can be
held liable for the corrupt or other illegal activities of such future third parties, and our employees,
business partners, representatives, and agents, even if we do not explicitly authorize such activities. We
cannot assure you that all our employees, business partners, representatives, and agents, as well as
those companies to which we outsource certain of our business operations, will not take actions in
violation of our policies and applicable law, for which we may be ultimately held responsible.

Any violation of the FCPA or other applicable anti-corruption laws and anti-bribery laws could result in
whistleblower complaints, adverse media coverage, investigations, loss of export privileges, severe
criminal or civil sanctions, suspension or disbarment from United States government contracts,
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substantial diversion of management’s attention, significant legal fees and fines, severe criminal or civil
sanctions against us, our officers or our employees, disgorgement of profits, and other sanctions and
remedial measures, and prohibitions on the conduct of our business, any of which could harm our
reputation, business, results of operations, financial condition and prospects and the price of our Class A
common stock.

Labor-related matters, including labor disputes, may adversely affect our operations.

None of our employees are currently represented by a union. If our employees decide to form or
affiliate with a union, we cannot predict the negative effects such future organizational activities will have
on our business and operations. If we were to become subject to work stoppages, we could experience
disruption in our operations, including delays in merchandising operations and shipping, and increases in
our labor costs, which could harm our business, results of operations and financial condition.

In addition, we have in the past and could face in the future a variety of employee claims against us,
including but not limited to general discrimination, privacy, wage and hour, labor and employment,
Employee Retirement Income Security Act, and disability claims. Any claims could also result in litigation
against us or regulatory proceedings being brought against us by various federal and state agencies that
regulate our business, including the United States Equal Employment Opportunity Commission. Often
these cases raise complex factual and legal issues and create risks and uncertainties.

In January 2021, we filed an lllinois Worker Adjustment and Retraining Notification Act notice related
to our plan to close our lllinois distribution center (DC03) and reduce our workforce. The closure of DC03
could give rise to additional employment law-related claims and litigation, which could harm our business,
results of operations and financial condition.

If we fail to maintain an effective system of disclosure controls and internal control over financial
reporting, our ability to produce timely and accurate consolidated financial statements or comply
with applicable regulations could be impaired.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls
and procedures and internal control over financial reporting. We are continuing to develop and refine our
disclosure controls and other procedures that are designed to ensure that information required to be
disclosed by us in the reports that we will file with the SEC, is recorded, processed, summarized, and
reported within the time periods specified in SEC rules and forms and that information required to be
disclosed in reports under the Exchange Act is accumulated and communicated to our principal executive
and financial officers. We are also continuing to improve our internal control over financial reporting and
remediate a material weakness in our internal control over financial reporting. For example, we have
worked to improve the controls around our key accounting processes and our quarterly and annual close
processes and we have hired additional accounting and finance personnel to help us implement these
processes and controls. In order to maintain and improve the effectiveness of our disclosure controls and
procedures and remediate a material weakness in our internal control over financial reporting, we have
expended, and anticipate that we will continue to expend, significant resources, including accounting-
related costs and significant management oversight. If any of these new or improved controls and
systems do not perform as expected, we may experience material weaknesses in our controls or we may
be unable to remediate the existing material weakness in our controls as discussed in “—Material
weaknesses in our internal control over financial reporting may cause us to fail to timely and accurately
report our financial results or result in a material misstatement of our consolidated financial statements.”

Our current controls and any new controls that we develop may become inadequate because of
changes in conditions in our business. Further, additional weaknesses in our disclosure controls and
internal control over financial reporting may be discovered in the future. Any failure to develop or maintain
effective controls or any difficulties encountered in their implementation or improvement could harm our
results of operations or cause us to fail to meet our reporting obligations and may result in a restatement
of our consolidated financial statements for prior periods. Any failure to implement and maintain effective
internal control over financial reporting also could adversely affect the results of periodic management
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evaluations and annual independent registered public accounting firm attestation reports regarding the
effectiveness of our internal control over financial reporting that we will eventually be required to include in
our periodic reports that will be filed with the SEC. Ineffective disclosure controls and procedures and
internal control over financial reporting could also cause investors to lose confidence in our reported
financial and other information, which would likely have a negative effect on the trading price of our
common stock. In addition, if we are unable to continue to meet these requirements, we may not be able
to remain listed on Nasdaqg. We are not currently required to comply with the SEC rules that implement
Section 404 of the Sarbanes-Oxley Act and are therefore not required to make a formal assessment of
the effectiveness of our internal control over financial reporting for that purpose. As a public company, we
are required to provide an annual management report on the effectiveness of our internal control over
financial reporting commencing with our second annual report on Form 10-K.

Changes in existing financial accounting standards or practices may harm our results of
operations.

General accepted accounting principles (“GAAP”) is subject to interpretation by the Financial
Accounting Standards Board, the SEC and various bodies formed to promulgate and interpret appropriate
accounting principles. A change in these principles or interpretations could have a significant effect on our
reported financial results and could affect the reporting of transactions completed before the
announcement of a change. Adoption of such new standards and any difficulties in implementation of
changes in accounting principles, including the ability to modify our accounting systems, could cause us
to fail to meet our financial reporting obligations, which could result in regulatory discipline and harm
investors’ confidence in us.

We could be required to pay or collect sales taxes in jurisdictions in which we do not currently do
so, with respect to past or future sales. This could adversely affect our business and results of
operations.

In 2018, the Supreme Court of the United States ruled in South Dakota v. Wayfair, Inc. et al.
(“Wayfair”), that online sellers can be required to collect sales tax despite not having a physical presence
in the state of the customer. In response to Wayfair, many state and local government taxing authorities
have adopted, or begun to enforce, laws requiring us to calculate, collect and remit taxes on sales in their
jurisdictions. While we collect and remit sales taxes in every state that requires sales taxes to be
collected, including states where we do not have a physical presence, the adoption of new laws by, or a
successful assertion by the taxing authorities of, one or more state or local governments requiring us to
collect taxes where we presently do not do so, or to collect more taxes in a jurisdiction in which we
currently do collect some taxes, could result in substantial tax liabilities, including taxes on past sales, as
well as penalties and interest. The imposition by state and local taxing authorities of sales tax collection
obligations on out-of-state e-commerce businesses could also create additional administrative burdens for
us, put us at a competitive disadvantage if they do not impose similar obligations on our competitors and
decrease our future sales, which could have an adverse impact on our business and results of
operations.

Changes in tax laws or regulations in the various tax jurisdictions we are subject to or adverse
application of existing tax laws could increase our costs and harm our business.

New income, sales, use or other tax laws, statutes, rules, regulations or ordinances could be enacted
at any time. Those enactments could harm our business operations, and our business, results of
operations and financial condition. Further, application of income and tax laws is subject to interpretation
and existing tax laws, statutes, rules, regulations or ordinances could be interpreted, changed, modified
or applied adversely to us. Although we believe our tax methodologies are compliant, a taxing authority’s
final determination in the event of a tax audit could materially differ from our past or current methods for
determining and complying with our tax obligations, including the calculation of our tax provisions and
accruals. These events could require us to pay additional tax amounts on a prospective or retroactive
basis, as well as require us to pay fines and/or penalties and interest for past amounts deemed to be due.
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If we raise our prices to offset the costs of these changes, existing and potential buyers and sellers may
elect not to use our marketplace in the future. Additionally, new, changed, modified or newly interpreted
or applied tax laws could increase our compliance, operating and other costs. Further, these events could
decrease the capital we have available to operate our business. Any or all of these events could harm our
business, results of operations and financial condition.

The amount of taxes we pay could increase substantially as a result of changes in the applicable tax
principles, including increased tax rates, new tax laws or revised interpretations of existing tax laws and
precedents, which could harm our liquidity and results of operations. In addition, tax authorities could
review our tax returns and impose additional tax, interest and penalties and could claim that various
withholding requirements apply to us or our subsidiaries or assert that benefits of tax treaties are not
available to us or our subsidiaries. Taxing authorities have become more aggressive in their interpretation
and enforcement of such laws, rules and regulations over time, as governments are increasingly focused
on ways to increase revenue, which has contributed to an increase in audit activity and stricter
enforcement by taxing authorities. As such, additional taxes or other assessments may be in excess of
our current tax reserves or may require us to modify our business practices to reduce our exposure to
additional taxes going forward, any of which may have a material adverse effect on our business, results
of operations, financial condition and prospects.

Our ability to use our net operating loss carryforwards and certain other tax attributes may be
limited.

We have incurred substantial net operating losses (“NOLs”) and generated certain tax credits since
inception, which may be used in the future to offset future tax liabilities. The utilization of NOLs and tax
credits may be subject to limitations or expire if not utilized before their expiration period. Under the rules
of Section 382 and Section 383 of the Internal Revenue Code of 1986, if a corporation undergoes an
“ownership change,” generally defined as a greater than 50% change (by value) in its equity ownership
over a three-year period, the corporation’s ability to use its NOLs to offset its post-change taxable income
or taxes may be limited. The applicable rules generally operate by focusing on changes in ownership
among stockholders considered by the rules as owning, directly or indirectly, 5% or more of the stock of a
company, as well as changes in ownership arising from new issuances of stock by a company. While the
Company has experienced an ownership change since its inception, an immaterial amount of NOL has
been limited as of December 31, 2021. Under the Tax Cuts and Jobs Act, as modified by the Coronavirus
Aid, Relief, and Economic Security Act, the amount of post 2017 NOLs that we are permitted to utilize in
any future taxable year is limited to 80% of our taxable income in such year for taxable years beginning
after December 31, 2020 and such NOLs may be carried forward indefinitely. Our NOLs may also be
subject to limitations under state law. For example, California recently enacted legislation suspending the
use of NOLs for taxable years 2020, 2021 and 2022 for many taxpayers.

We are an emerging growth company, and any decision on our part to comply only with certain
reduced reporting and disclosure requirements applicable to emerging growth companies could
make our Class A common stock less attractive to investors.

We are an emerging growth company, and, for as long as we continue to be an emerging growth
company, we may choose to take advantage of exemptions from various reporting requirements
applicable to other public companies but not to “emerging growth companies,” including:

* not being required to have our independent registered public accounting firm audit our internal
control over financial reporting under Section 404 of the Sarbanes-Oxley Act;

* reduced disclosure obligations regarding executive compensation in our periodic reports and
annual report on Form 10-K; and

* exemptions from the requirements of holding a non-binding advisory vote on executive
compensation and stockholder approval of any golden parachute payments not previously
approved.
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We could be an emerging growth company for up to five years following the completion of the IPO.
Our status as an emerging growth company will end as soon as any of the following takes place:

e the last day of the fiscal year in which we have more than $1.07 billion in annual revenue;

* the date we qualify as a “large accelerated filer,” with at least $700 million of equity securities held
by non-affiliates;

e the date on which we have issued, in any three-year period, more than $1.0 billion in non-
convertible debt securities; or

» the last day of the fiscal year ending after the fifth anniversary of the completion of the IPO.

We cannot predict if investors will find our Class A common stock less attractive if we choose to rely
on the exemptions afforded emerging growth companies. If some investors find our Class A common
stock less attractive because we rely on any of these exemptions, there may be a less active trading
market for our Class A common stock and the market price of our Class A common stock may be more
volatile.

Under the JOBS Act, emerging growth companies can also delay adopting new or revised accounting
standards until such time as those standards apply to private companies. We have elected to use this
extended transition period for complying with new or revised accounting standards that have different
effective dates for public and private companies until the earlier of the date we (i) are no longer an
emerging growth company or (ii) affirmatively and irrevocably opt out of the extended transition period
provided in the JOBS Act. As a result, our consolidated financial statements may not be comparable to
companies that comply with new or revised accounting pronouncements as of public company effective
dates.

Risks Relating to Our Indebtedness and Liquidity

We may require additional capital to support business growth, and this capital might not be
available or may be available only by diluting existing stockholders.

Historically, we have funded our operations and capital expenditures primarily through equity
issuances, debt and cash generated from our operations. Although we currently anticipate that our
existing cash and cash equivalents, cash flow from operations, and amounts available under our loan and
security agreement with Western Alliance Bank will be sufficient to meet our cash needs for the
foreseeable future, we may require additional financing, and we may not be able to obtain debt or equity
financing on favorable terms, if at all. If we raise equity financing to fund operations or on an opportunistic
basis, our stockholders may experience significant dilution of their ownership interests. Our loan and
security agreement restricts our ability to incur additional indebtedness, requires us to maintain certain
financial covenants and restricts our ability to pay dividends. If we conduct additional debt financing, the
terms of such debt financing may be similar or more restrictive. If we need additional capital and cannot
raise it on acceptable terms, or at all, we may not be able to, among other things:

* develop our marketplace services;
e expand our categories of secondhand and resale goods;
* enhance our operating infrastructure; and

e expand the markets in which we operate and potentially acquire complementary businesses and
technologies.
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Our loan and security agreement provides our lender with a first-priority lien against substantially
all of our assets and contains financial covenants and other restrictions on our actions that may
limit our operational flexibility or otherwise adversely affect our results of operations.

We are party to an amended and restated loan and security agreement with Western Alliance Bank,
which contains a number of covenants that restrict our and our subsidiaries’ ability to, among other things,
incur additional indebtedness, materially change our business, convey, sell, lease, transfer or dispose of
the business or our property, except under certain circumstances, merge or consolidate with other
companies or acquire other companies, create or incur liens, pay any dividends on our Class A common
stock, make certain investments and engage in certain other activities. We are also required to maintain
financial covenants, including minimum cash and liquidity requirements, a debt service requirement and
quarterly and annual minimum net revenue and revenue growth thresholds. The terms of our loan and
security agreement may restrict our current and future operations and could adversely affect our ability to
finance our future operations or capital needs or to execute business strategies in the means or manner
desired. In addition, complying with these covenants may make it more difficult for us to successfully
execute our business strategy, invest in our growth strategy and compete against companies who are not
subject to such restrictions.

While we were in compliance with debt covenants as of December 31, 2021, we may not be able to
maintain compliance with the covenants in the future. A failure by us to comply with the covenants or
payment requirements specified in the loan and security agreement could result in an event of default
under the agreement, which would give the lender the right to terminate its commitments to provide loans
under our loan and security agreement and to declare any and all borrowings outstanding, together with
accrued and unpaid interest and fees, to be immediately due and payable. In addition, the lender would
have the right to proceed against the collateral in which we granted a security interest to them, which
consists of substantially all our assets. If the debt under our loan and security agreement were to be
accelerated, we may not have sufficient cash or be able to borrow sufficient funds to refinance the debt or
sell sufficient assets to repay the debt, which could adversely affect our cash flows, business, results of
operations and financial condition. Further, the terms of any new or additional financing may be on terms
that are more restrictive or on terms that are less desirable to us.

Risks Relating to Ownership of Our Class A Common Stock

The market price of our Class A common stock may be volatile or may decline regardless of our
operating performance. You may lose all or part of your investment.

Prior to our IPO, there was no public market for shares of our Class A common stock. The market
prices of the securities of other newly public companies have historically been highly volatile. The market
price of our Class A common stock may fluctuate significantly in response to numerous factors, many of
which are beyond our control, including:

» overall performance of the equity markets and/or publicly-listed technology and retail companies;
e actual or anticipated fluctuations in our revenue or other operating metrics;

e our actual or anticipated operating performance and the operating performance of our
competitors;

e changes in the financial projections we provide to the public or our failure to meet those
projections;

o failure of securities analysts to initiate or maintain coverage of us, changes in financial estimates
by any securities analysts who follow our company or our failure to meet the estimates or the
expectations of investors;

* the international economy as a whole and market conditions in our industry;
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* rumors and market speculation involving us or other companies in our industry;

* announcements by us or our competitors of significant innovations, new services, features or
capabilities, acquisitions, strategic partnerships or investments, joint ventures or capital
commitments;

* new laws or regulations or new interpretations of existing laws or regulations applicable to our
business, including those related to data privacy and cyber security;

e actual or perceived data privacy and cybersecurity incidents impacting us or others in our
industry;

* lawsduits threatened or filed against us;
* any major change in our board of directors, management or key personnel;

e costs and timing of expenses related to the acquisition of businesses, talent, technologies or
intellectual property, including potentially significant amortization costs and possible write-downs;

e other events or factors, including those resulting from war, incidents of terrorism, pandemics
(including the COVID-19 pandemic), elections or responses to these events;

* whether investors or securities analysts view our stock structure unfavorably, particularly our
dual-class structure and the significant voting control of our executive officers, directors and their
affiliates; and

e sales of additional shares of our Class A common stock by us or our stockholders.

In addition, stock markets have experienced price and volume fluctuations that have affected and
continue to affect the market prices of equity securities of many companies. Often, stock prices of many
companies have fluctuated in ways unrelated or disproportionate to the operating performance of those
companies. In the past, stockholders have filed securities class action litigation following periods of
market volatility. If we were to become involved in securities litigation, it could subject us to substantial
costs, divert resources and the attention of management from our business and harm our business,
results of operations and financial condition.

Moreover, because of these fluctuations, comparing our results of operations on a period-to-period
basis may not be meaningful. You should not rely on our past results as an indication of our future
performance. This variability and unpredictability could also result in our failing to meet the expectations
of industry or financial analysts or investors for any period. If our revenue or results of operations fall
below the expectations of analysts or investors or below any forecasts we may provide to the market, or if
the forecasts we provide to the market are below the expectations of analysts or investors, the price of
our Class A common stock could decline substantially. Such a stock price decline could occur even when
we have met any previously publicly stated revenue or earnings forecasts that we may provide.

The dual-class structure of our common stock has the effect of concentrating voting control with
those stockholders who held our capital stock prior to our IPO, including our directors, executive
officers and their respective affiliates. This ownership will limit or preclude your ability to influence
corporate matters, including the election of directors, amendments of our organizational
documents, and any merger, consolidation, sale of all or substantially all of our assets, or other
major corporate transactions requiring stockholder approval, and that may depress the trading
price of our Class A common stock.

Our Class B common stock has ten votes per share, and our Class A common stock has one vote per
share. As of December 31, 2021, the holders of shares of our Class B common stock collectively owned
shares representing approximately 87.6% of the voting power of our outstanding capital stock, and our
directors, executive officers and their affiliates beneficially owned in the aggregate 76.7% of the voting
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power of our capital stock. Because of the ten-to-one voting ratio between our Class B and Class A
common stock, the holders of our Class B common stock collectively could continue to control a majority
of the combined voting power of our common stock and therefore be able to control all matters submitted
to our stockholders for approval until March 30, 2028, when all outstanding shares of Class A common
stock and Class B common stock will convert automatically into shares of a single class of common stock.
This concentrated control may limit or preclude your ability to influence corporate matters for the
foreseeable future, including the election of directors, amendments of our organizational documents and
any merger, consolidation, sale of all or substantially all of our assets or other major corporate
transactions requiring stockholder approval. In addition, this concentrated control may prevent or
discourage unsolicited acquisition proposals or offers for our capital stock that you may feel are in your
best interest as one of our stockholders.

Future transfers by holders of Class B common stock will generally result in those shares converting
to Class A common stock, subject to limited exceptions, such as certain transfers effected for estate
planning purposes. In addition, if our co-founder and Chief Executive Officer James Reinhart is
terminated or resigns from his position as our Chief Executive Officer, then his shares of Class B common
stock will automatically convert into shares of Class A common stock. The conversion of Class B common
stock to Class A common stock will have the effect, over time, of increasing the relative voting power of
those holders of Class B common stock who retain their shares in the long term. As a result, it is possible
that one or more of the persons or entities holding our Class B common stock could gain significant voting
control as other holders of Class B common stock sell or otherwise convert their shares into Class A
common stock.

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

We cannot determine whether our dual-class structure has resulted in or will result in a lower or more
volatile market price of our Class A common stock, adverse publicity or other adverse consequences. For
example, certain index providers have announced and implemented restrictions on including companies
with multiple-class share structures in certain of their indices. In July 2017, FTSE Russell announced that
it would require new constituents of its indices to have greater than 5% of the Company’s voting rights in
the hands of public stockholders, and S&P Dow Jones announced that it would no longer admit
companies with multiple-class share structures to certain of its indices. Affected indices include the
Russell 2000 and the S&P 500, S&P MidCap 400 and S&P SmallCap 600, which together make up the
S&P Composite 1500. Also in 2017, MSCI, a leading stock index provider, opened public consultations on
their treatment of no-vote and multi-class structures and temporarily barred new multi-class listings from
certain of its indices; however, in October 2018, MSCI announced its decision to include equity securities
“with unequal voting structures” in its indices and to launch a new index that specifically includes voting
rights in its eligibility criteria. Under such announced and implemented policies, the dual-class structure of
our common stock would make us ineligible for inclusion in certain indices and, as a result, mutual funds,
exchange-traded funds and other investment vehicles that attempt to passively track those indices would
not invest in our Class A common stock. These policies are relatively new and it is unclear what effect, if
any, they will have on the valuations of publicly-traded companies excluded from such indices, but it is
possible that they may depress valuations, as compared to similar companies that are included. Due to
the dual-class structure of our common stock, we will likely be excluded from certain indices and we
cannot assure you that other stock indices will not take similar actions. Given the sustained flow of
investment funds into passive strategies that seek to track certain indices, exclusion from certain stock
indices would likely preclude investment by many of these funds and could make our Class A common
stock less attractive to other investors. As a result, the market price of our Class A common stock could
be adversely affected.
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If securities or industry analysts do not publish or cease publishing research, or publish inaccurate
or unfavorable research, about our business, the price of our Class A common stock and trading
volume could be adversely affected.

The trading market for our Class A common stock depends in part on the research and reports that
securities or industry analysts publish about us or our business. If few securities analysts provide
coverage of us, or if industry analysts cease coverage of us, the trading price for our Class A common
stock would be negatively affected. If one or more of the analysts who cover us downgrade our Class A
common stock or publish inaccurate or unfavorable research about our business or our market, our Class
A common stock price would likely decline. If one or more of these analysts cease coverage of us or fail
to publish reports on us on a regular basis, demand for our Class A common stock could decrease, which
might cause our Class A common stock price and trading volume to decline.

Sales of substantial amounts of our Class A common stock in the public markets, or the perception
that sales might occur, 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 into the public market,
particularly sales by our directors, executive officers and principal stockholders, or the perception that
these sales might occur, could cause the market price of our Class A common stock to decline. As of
December 31, 2021, we had outstanding a total of 57,779,180 shares of Class A common stock and
40,655,558 shares of Class B common stock.

Sales of a substantial number of shares or the perception that such sales may occur could cause our
market price to fall or make it more difficult for you to sell your Class A common stock at a time and price
that you deem appropriate. Shares held by directors, executive officers and other affiliates will also be
subject to volume limitations under Rule 144 under the Securities Act and various vesting agreements.

As of December 31, 2021, we had 19,439,622 options outstanding that, if fully exercised, would result
in the issuance of shares of Class B common stock, as well as 1,270,965 shares of Class A common
stock subject to RSU awards. All of the shares of common stock issuable upon the exercise of stock
options and the shares reserved for future issuance under our equity incentive plans have been
registered for public resale under the Securities Act. Accordingly, these shares will be able to be freely
sold in the public market upon issuance, subject to existing lock-up or market standoff agreements,
volume limitations under Rule 144 for our executive officers and directors and applicable vesting
requirements.

In addition, certain holders of our common stock have rights, subject to some conditions, to require us
to file registration statements for the public resale of the Class A common stock issuable upon conversion
of such shares or to include such shares in registration statements that we may file for us or other
stockholders. Any registration statement we file to register additional shares, whether as a result of
registration rights or otherwise, could cause the market price of our Class A common stock to decline or
be volatile.

Our issuance of additional capital stock in connection with financings, acquisitions, investments,
our stock incentive plans or otherwise will dilute all other stockholders.

We expect to issue additional capital stock in the future that will result in dilution to all other
stockholders. We expect to grant equity awards to employees, directors, contractors and consultants
under our stock incentive plans. We may also raise capital through equity financings in the future. As part
of our business strategy, we may acquire or make investments in complementary companies, products or
technologies and issue equity securities to pay for any such acquisition or investment. Any such
issuances of additional capital stock may cause stockholders to experience significant dilution of their
ownership interests and the per share value of our Class A common stock to decline.
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We do not intend to pay dividends on our Class A common stock in the foreseeable future and,
consequently, the ability of Class A common stockholders to achieve a return on investment will
depend on appreciation in the price of our Class A common stock.

We have never declared or paid any cash dividends on our capital stock. We intend to retain any
earnings to finance the operation and expansion of our business, and we do not anticipate paying any
cash dividends in the foreseeable future. Further, our ability to pay dividends on our capital stock is
subject to restrictions under the terms of our loan and security agreement with Western Alliance Bank.
Any determination to pay dividends in the future will be at the discretion of our board of directors.
Accordingly, investors must rely on sales of their Class A common stock after price appreciation, which
may never occur, as the only way to realize any future gains on their investments.

Provisions in our charter documents and under Delaware law could make an acquisition of our
company more difficult, limit attempts by our stockholders to replace or remove our current board
of directors and limit the market price of our Class A common stock.

Provisions in our amended and restated certificate of incorporation and amended and restated bylaws
could depress the trading price of our Class A common stock by acting to discourage, delay or prevent a
change of control or changes in our management that the stockholders of our company may deem
advantageous. Our amended and restated certificate of incorporation and amended and restated bylaws
include provisions that:

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

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

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

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

* provide that only the Chairperson of our board of directors, our Chief Executive Officer, President
or a majority of our board of directors is authorized to call a special meeting of stockholders;

e provide for a dual-class common stock structure in which holders of our Class B common stock
have the ability to control the outcome of matters requiring stockholder approval, even if they own
significantly less than a majority of the outstanding shares of our Class A and Class B common
stock, including the election of directors and significant corporate transactions, such as a merger
or other sale of our company or its assets;

* prohibit stockholder action by written consent, which requires all stockholder actions to be taken
at a meeting of our stockholders;

e provide that the board of directors is expressly authorized to approve, alter or repeal our bylaws;
and

e advance notice requirements for nominations for election to our board of directors or for
proposing matters that can be acted upon by stockholders at annual stockholder meetings.

Moreover, Section 203 of the Delaware General Corporation Law may discourage, delay or prevent a
change in control of our company. Section 203 imposes certain restrictions on mergers, business
combinations and other transactions between us and holders of 15% or more of our common stock.
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Our amended and restated bylaws designate specific state or federal courts located as the
exclusive forum for certain litigation that may be initiated by our stockholders, which could limit
stockholders’ ability to obtain a favorable judicial forum for disputes with us.

Our amended and restated bylaws provide that, unless we consent in writing to the selection of an
alternative forum, to the fullest extent permitted by law, the Court of Chancery of the State of Delaware
will be the sole and exclusive forum for any state law claims for:

* any derivative action or proceeding brought on our behalf;

* any action asserting a claim of breach of fiduciary duty owed by any of our directors, officers or
other employees to us or our stockholders;

e any action asserting a claim arising pursuant to the Delaware General Corporation Law, our
amended and restated certificate of incorporation or our amended and restated bylaws; or

* any action asserting a claim that is governed by the internal affairs doctrine (the “Delaware Forum
Provision”).

The Delaware Forum Provision does not apply to any causes of action arising under the Securities
Act or the Exchange Act. Further, our amended and restated bylaws provide that, unless we consent in
writing to the selection of an alternative forum, the federal district courts of the United States will be the
sole and exclusive forum for resolving any complaint asserting a cause of action arising under the
Securities Act (the “Federal Forum Provision”). In addition, our amended and restated bylaws provide that
any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock is
deemed to have notice of and consented to the Delaware Forum Provision and the Federal Forum
Provision; provided, however, that stockholders cannot and will not be deemed to have waived our
compliance with the United States federal securities laws and the rules and regulations thereunder.

The Delaware Forum Provision and the Federal Forum Provision in our amended and restated
bylaws may impose additional litigation costs on stockholders in pursuing any such claims. Additionally,
these forum selection clauses may limit our stockholders’ ability to bring a claim in a judicial forum that
they find favorable for disputes with us or our directors, officers or employees, which may discourage the
filing of lawsuits against us and our directors, officers and employees, even though an action, if
successful, might benefit our stockholders. In addition, while the Delaware Supreme Court ruled in March
2020 that federal forum selection provisions purporting to require claims under the Securities Act be
brought in federal court are “facially valid” under Delaware law, there is uncertainty as to whether other
courts will enforce our Federal Forum Provision. If the Federal Forum Provision is found to be
unenforceable, we may incur additional costs associated with resolving such matters. The Federal Forum
Provision may also impose additional litigation costs on stockholders who assert that the provision is not
enforceable or invalid. The Court of Chancery of the State of Delaware and the federal district courts of
the United States may also reach different judgments or results than would other courts, including courts
where a stockholder considering an action may be located or would otherwise choose to bring the action,
and such judgments may be more or less favorable to us than our stockholders.

General Risks

We depend on our executive officers and other key technical, operational and sales employees and
contractors, and the loss of one or more of these employees or contractors or an inability to attract
and retain other highly skilled employees or contractors could harm our business.

Our success depends largely upon the continued services of our executive officers and other key
technical, operational and sales employees and contractors. From time to time, there may be changes in
our executive management team resulting from the hiring or departure of executives, which could disrupt
our business. We do not have employment agreements with our executive officers or other key personnel
that require them to continue to work for us for any specified period and, therefore, they could terminate
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their employment with us at any time. The loss of one or more of our executive officers, especially our
founder and Chief Executive Officer, or other executive officers or key technical, operational and sales
employees and contractors could harm our business. In addition, our future success will depend upon
our ability to hire for key functions, such as engineering, data science and marketing, as well as
distribution center employees. Such efforts will require significant time, expense and attention.
Furthermore, oftentimes newly hired employees require significant training and time before they achieve
full productivity.

Volatility or lack of appreciation in the stock price of our Class A common stock may also affect our
ability to attract and retain our executive officers and key technical, operational and sales employees and
contractors. Many of our senior personnel and other key technical, operational and sales employees and
contractors have become, or will soon become, vested in a substantial amount of stock or stock options.
Employees and contractors may be more likely to leave us if the shares they own or the shares
underlying their vested options have significantly appreciated in value relative to the original purchase
price of the shares or the exercise price of the options, or conversely, if the exercise price of the options
that they hold are significantly above the market price of our Class A common stock. If we do not maintain
and continue to develop our corporate culture as we grow and evolve, it could harm our ability to foster
the innovation, craftsmanship, teamwork, curiosity and diversity that we believe we need to support our
continued growth.

In addition, due to the financial risks presented by the COVID-19 pandemic, we implemented a
variety of cost cutting initiatives and may need to implement additional cost cutting initiatives that may
adversely affect our executive team, employees, contractors and business. For example, in April 2020,
we reduced salaries by 20% for the vast majority of corporate employees, whose full salaries were
restored in January 2021, and in June 2020, we laid off the staff at our three retail stores and permanently
closed our retail stores during 2020. These measures may cause or result in disruption of our business,
challenges in hiring critical employees and contractors and retaining key technical, operational and sales
employees and contractors. Further, as some of our contractors are information technology specialists in
Ukraine, political turmoil, warfare, or terrorist attacks in Ukraine could negatively affect our contractors
and our business.

Unfavorable conditions in our industry or the global economy, could limit our ability to grow our
business and negatively affect our results of operations.

Our results of operations may vary based on the impact of changes in our industry or the global
economy on us or our customers. The revenue growth and potential profitability of our business depend
on demand for our platform and our ability to hire and retain personnel, including employees and
international contractors. Current or future economic uncertainties or downturns could adversely affect our
business and results of operations. Negative conditions in the global economy or individual markets,
including changes in gross domestic product growth, financial and credit market fluctuations, inflation,
political turmoil, natural catastrophes, warfare and terrorist attacks on the United States and in the
European region or elsewhere, could cause a decrease in business investments, an increase in IT
spending and may negatively affect our business.

In particular, given our investment in our software development capabilities in Ukraine, political
turmoil, warfare, or terrorist attacks in Ukraine could negatively affect our business. Political and military
events in Ukraine, including the 2022 Russian invasion of Ukraine, as well as ongoing tensions and
intermittent warfare between Ukraine and Russia since the 2014 Russian annexation of Crimea,
challenging relations between the United States. and its allies, and Russia, and sanctions by the United
States and the EU against Russia may also have an adverse impact on our ability to grow our business
and negatively affect our results of operations. We cannot predict the timing, strength, or duration of any
economic slowdown, instability or recovery, generally or within any particular industry. If the conflict in the
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Ukraine persists and our Ukrainian personnel are unable to work as a result, our results of our operations
and our financial condition could be adversely affected.

Use of social media, emails and text messages may adversely impact our reputation or subject us
to fines or other penalties.

We use social media, emails, push notifications and, in the future, will use text messages as part of
our omni-channel approach to marketing. As laws and regulations evolve to govern the use of these
channels, the failure by us, our employees or third parties acting at our direction to comply with applicable
laws and regulations in the use of these channels could adversely affect our reputation or subject us to
fines or other penalties. In addition, our employees or third parties acting at our direction may knowingly
or inadvertently make use of social media in ways that could lead to the loss or infringement of intellectual
property, as well as the public disclosure of proprietary, confidential or sensitive personal information of
our business, employees, buyers or others. Information concerning us, our buyers, our sellers and the
brands available on our marketplace, whether accurate or not, may be posted on social media platforms
at any time and may have an adverse impact on our brand, reputation or business. Any such harm may
be immediate without affording us an opportunity for redress or correction and could have an adverse
effect on our reputation, business, results of operations, financial condition and prospects.

Our management team has limited experience managing a public company.

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

The requirements of being a public company may strain our resources, divert management’s
attention and affect our ability to attract and retain executive management and qualified board
members.

As a public company, we are subject to the reporting requirements of the Exchange Act, the listing
standards of Nasdag and other applicable securities rules and regulations. We expect that the
requirements of these rules and regulations will continue to increase our legal, accounting and financial
compliance costs, make some activities more difficult, time-consuming and costly, and place significant
strain on our personnel, systems and resources. For example, the Exchange Act requires, among other
things, that we file annual, quarterly and current reports with respect to our business and results of
operations. As a result of the complexity involved in complying with the rules and regulations applicable to
public companies, our management’s attention may be diverted from other business concerns, which
could harm our business, results of operations and financial condition. Although we have already hired
additional employees to assist us in complying with these requirements, we may need to hire more
employees in the future or engage outside consultants, which will increase our operating expenses.

In addition, changing laws, regulations and standards relating to corporate governance and public
disclosure are creating uncertainty for public companies, increasing legal and financial compliance costs
and making some activities more time-consuming. These laws, regulations and standards are subject to
varying interpretations, in many cases due to their lack of specificity, and, as a result, their application in
practice may evolve over time as new guidance is provided by regulatory and governing bodies, which
could result in continuing uncertainty regarding compliance matters and higher costs necessitated by
ongoing revisions to disclosure and governance practices. We intend to invest substantial resources to
comply with evolving laws, regulations and standards, and this investment may result in increased
general and administrative expenses and a diversion of management’s time and attention from business
operations to compliance activities. If our efforts to comply with new laws, regulations and standards differ
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from the activities intended by regulatory or governing bodies due to ambiguities related to their
application and practice, regulatory authorities may initiate legal proceedings against us and our business
may be harmed.

We also expect that being a public company and being subject to these new rules and regulations will
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 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 committee and compensation committee, and qualified executive officers.

As a result of disclosure of information required of a public company in filings, our business and
financial condition are more visible, which may result in an increased risk of threatened or actual litigation,
including by competitors and other third parties. If such claims are successful, our business, results of
operations and financial condition could be harmed, and even if the claims do not result in litigation or are
resolved in our favor, these claims, and the time and resources necessary to resolve them, could divert
the resources of our management and harm our business, results of operations and financial condition.

Item 1B. Unresolved Staff Comments.
Not Applicable.
Item 2. Properties.

Our corporate headquarters is located in Oakland, California, where we currently lease approximately
24,000 square feet pursuant to a lease agreement that expires in September 2024. We also lease
additional corporate facilities in Scottsdale, Arizona and Sofia, Bulgaria.

We lease and operate four distribution centers, in Arizona, Georgia, Pennsylvania and Bulgaria, at
which we receive and process primarily secondhand and resale items from sellers, ship purchases to
buyers and receive and process any returns from buyers. We are currently building out another
distribution center in Texas and, in 2022, have opened two cleanout kit processing centers located in
Texas and Tennessee. Our distribution center operations in Bulgaria will be gradually transferred to a new
larger distribution center commencing in 2022 to support growth potential in existing and new markets
within Europe.

We believe that our facilities are suitable to meet our current needs. We intend to expand our facilities
or add new facilities as we grow, and we believe that suitable additional or alternative space will be
available as needed to accommodate any such growth.

Item 3. Legal Proceedings.

We are not a party to any material pending legal proceedings. From time to time, we may be subject
to legal proceedings and claims arising in the ordinary course of business.

Item 4. Mine Safety Disclosures.

Not Applicable.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Market Information

Our Class A common stock, is listed on the Nasdaq Global Select Market under the symbol “TDUP”
and began trading on March 26, 2021. Prior to that date, there was no public trading market for our Class
A common stock. There is no public trading market for our Class B common stock.

Holders of Record

As of the close of business on March 14, 2022, there were 75 holders of record of our Class A
common stock and 33 holders of record of our Class B common stock. The actual number of stockholders
is greater than this number of record holders and includes stockholders who are beneficial owners but
whose shares are held in street name by brokers or other nominees. This number of holders of record
also does not include stockholders whose shares may be held in trust by other entities.

Dividend Policy

We have never declared or paid cash dividends on our capital stock. We currently intend to retain all
available funds and future earnings, if any, to fund the development and expansion of our business, and
we do not anticipate paying any cash dividends in the foreseeable future. Any future determination
regarding the declaration and payment of cash dividends, if any, will be made at the discretion of our
board of directors, subject to applicable laws, and will depend on then-existing conditions, including our
financial condition, results of operations, contractual restrictions, capital requirements, business prospects
and other factors our board of directors may deem relevant. In addition, our ability to pay cash dividends
on our capital stock is limited by the terms of our existing term loans and may be limited by any future
debt instruments or preferred securities.

Securities Authorized for Issuance under Equity Compensation Plans

See Item 12, “Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters” for information regarding securities authorized for issuance.

Stock Performance Graph

This performance graph shall not be deemed “soliciting material” or to be “filed” with the SEC for
purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities under that section, and
shall not be deemed to be incorporated by reference into any of our filings under the Securities Act.

We have presented below the cumulative total return to our stockholders in comparison to the
Standard and Poor's Retail Select Index (S&P Retail Select Industry) and Nasdaq Composite Index
(Nasdag Composite). All values assume a $100 initial investment on March 26, 2021, the date our Class
A common stock began trading on the Nasdaq Global Select Market, through December 31, 2021 and
data for the S&P Retail Select Industry and Nasdaq Composite over the same period assume
reinvestment of dividends. The graph uses the closing market price on March 26, 2021 of $20.00 per
share as the initial value of our Class A common stock. The comparisons are based on historical data and
are not indicative of, nor intended to forecast, the future performance of our Class A common stock.
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Unregistered Sales of Equity Securities.
None.
Use of Proceeds from our Public Offerings

On March 30, 2021, we closed our IPO, in which we sold 13,800,000 shares of our Class A common
stock at an offering price of $14.00 per share, including 1,800,000 shares pursuant to the exercise of the
underwriters’ option to purchase additional shares of our Class A common stock, resulting in net proceeds
to us of $175.5 million after deducting offering costs, underwriting discounts and commissions of $17.7
million. All of the shares offered, issued and sold in our IPO were registered under the Securities Act
pursuant to a registration statement on Form S-1 (File No. 333-253834), which was declared effective by
the SEC on March 25, 2021. There has been no material change in the planned use of proceeds from the
IPO as disclosed in the Prospectus.

On August 2, 2021, the Company issued and sold 2,000,000 shares of Class A common stock at a
price of $24.25 per share in a registered public offering. The aggregate net proceeds were $45.5 million,
after deducting $3.3 million of underwriting discounts and commissions and offering costs. There has
been no material change in the planned use of proceeds from the registered public offering completed in
August 2021.

Issuer Purchases of Equity Securities.

None.
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Item 6.

Not Applicable.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be
read together with our consolidated financial statements and related notes thereto included elsewhere in
this Annual Report on Form 10-K. The following discussion contains forward-looking statements that
reflect our plans, estimates and beliefs. Our actual results could differ materially from those discussed in
the forward-looking statements. You should review the section titled “Special Note Regarding Forward-
Looking Statements” for a discussion of forward-looking statements and the section titled “Risk Factors”
for a discussion of factors that could cause actual results to differ materially from the results described in
or implied by the forward-looking statements contained in the following discussion and analysis. Our
historical results are not necessarily indicative of the results that may be expected for any period in the
future, and our interim results are not necessarily indicative of the results we expect for the full calendar
year or any other period.

A discussion regarding our financial condition and results of operations for the year ended
December 31, 2021 compared to the year ended December 31, 2020 is presented below. A discussion
regarding our financial condition and results of operations for the year ended December 31, 2020
compared to the year ended December 31, 2019 is included under “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in our final prospectus filed pursuant to Rule
424(b) on March 26, 2021 (“Prospectus”).
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Overview

thredUP is one of the world’s largest online resale platforms for women’s and kids’ apparel, shoes and
accessories. Our mission is to inspire a new generation of consumers to think secondhand first. We believe in a
sustainable fashion future and we are proud that our business model creates a positive impact to the benefit of
our buyers, sellers, clients, employees, investors and the environment. Our custom-built operating platform
consists of distributed processing infrastructure, proprietary software and systems and data science expertise.
This platform is powering the rapidly emerging resale economy, one of the fastest growing sectors in retail,
according to a GlobalData market survey conducted in April 2021.

thredUP’s proprietary operating platform is the foundation for our managed marketplace, where we have
bridged online and offline technology to make the buying and selling of tens of millions of unique items easy and
fun. The marketplace we have built enables buyers to browse and purchase resale items for women’s and kids’
apparel, shoes and accessories across a wide range of price points. Buyers love shopping value, premium and
luxury brands all in one place, at up to 90% off estimated retail price. Sellers love thredUP because we make it
easy to clean out their closets and unlock value for themselves or for the charity of their choice while doing good
for the planet. Sellers order a Clean Out Kit, fill it and return it to us using our prepaid label. We take it from there
and do the work to make those items available for resale. In 2018, based on our success with consumers directly,
we extended our platform to enable brands and retailers to participate in the resale economy. A number of the
world’s leading brands and retailers are already taking advantage of our RaaS offering. In October 2021, we
closed the acquisition of Remix, a fashion resale company headquartered in Sofia, Bulgaria, which further
expands our reach to the European customer. With this acquisition, we added a complementary operational
infrastructure and an experienced management team to enable our expansion into Europe.

Recent Business Developments
Initial and Follow-on Public Offering

Historically, we have financed our operations primarily through private sales of equity securities and debt. Our
registration statement related to the initial public offering (the “IPO”) was declared effective on March 25, 2021 by
the SEC, and our Class A common stock began trading on the Nasdaqg Global Select Market (“Nasdag”) on
March 26, 2021. Upon the completion of our IPO, we sold 13.8 million shares of Class A common stock at a price
to the public of $14.00 per share. We received aggregate net proceeds of $175.5 million after deducting offering
costs, underwriting discounts and commissions of $17.7 million.

On August 2, 2021, we issued and sold an aggregate of two million shares of Class A common stock at a
price of $24.25 per share in a registered public offering. The aggregate net proceeds were approximately $45.5
million, after deducting offering costs of $1.1 million and underwriting discounts and commissions of $2.2 million.

Acquisition of Remix Global AD

On July 24, 2021, we entered into Share Purchase Agreements (collectively, the “Share Purchase
Agreement”), with the shareholders of Remix to purchase 100% of the outstanding equity interests of Remix and
its subsidiary (the “Remix Acquisition”). On October 7, 2021, we completed our acquisition of Remix and paid
approximately $7.2 million in cash to shareholders of Remix and its subsidiary, and $12.1 million in cash to pay off
Remix’s outstanding term loan. Shortly after the completion of Remix Acquisition, we paid on behalf of Remix
approximately $6.2 million in cash for its outstanding tax and other liabilities. Subject to customary purchase price
adjustments, we will issue 130,597 shares of our Class A common stock 18 months following the completion of
the Remix Acquisition to four shareholders of Remix.
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COVID-19 Impact

In December 2019, a novel strain of coronavirus was first identified, and in March 2020, the World Health
Organization categorized COVID-19 as a pandemic. The COVID-19 pandemic has adversely impacted
businesses worldwide and has impacted aspects of our business and operations.

In March 2020, we shifted all of our corporate employees and contract engineers to a remote work model and
implemented additional measures to better enable remote work. As of December 31, 2021, our remote work
model remains largely in place.

Financial Impact

In the twelve months ended December 31, 2021, we saw increased demand, which we believe was partly
related to COVID-19 recovery and re-opening efforts such as the vaccine roll out, easing of social distancing
restrictions and federal stimulus legislation. We also saw increased operating expenses due to the additional
labor costs associated with increased processing to support the demand experienced to date and in anticipation
of accelerating demand.

Impact on Processing at our Distribution Centers

We still face challenges in hiring and retaining employees and have implemented compensation and benefits
programs to enhance hiring and retention, which has contributed to higher Cost of Revenue and higher
Operations, Product and Technology expenses. These programs are primarily aimed at mitigating the macro
trend of increased competition for labor, including seasonal employment opportunities.

We have been monitoring and continue to monitor the varied impact of COVID-19 on our business and
operations. In the twelve months ended December 31, 2021, we saw increased demand from the prior year,
which we believe was partly related to COVID-19 recovery and re-opening efforts such as the vaccine roll out,
easing of social distancing restrictions and federal stimulus legislation. More broadly however, we expect the
evolving COVID-19 pandemic to continue to have an adverse impact on our business, results of operations and
financial condition, including our revenue and cash flows, for at least the first part of 2022. For instance, a
slowdown or further uncertainty in the United States economy may result in additional changes in buyer and seller
behavior, which could cause either a potential reduction in discretionary spending on our marketplace or
increased activity on our marketplace as customers look for high-value, lower-priced alternatives. In particular,
following the stimulus package in March 2021, we experienced a brief increase in Orders followed by a return to
expected Orders activity. Additionally, future developments, such as new information which may emerge
concerning COVID-19, the new COVID-19 strains (e.g., delta and omicron variants), and the actions to contain
the coronavirus or treat its impact, could have an adverse impact to our business. Due to the unknown duration
and unprecedented impact of the COVID-19 pandemic and the range of national, state and local responses
thereto, the related financial impact on our business could change and cannot be accurately predicted at this time.
See the section titled “Risk Factors—Risks Relating to our Business and Industry—The global COVID-19
pandemic has had and may continue to have an adverse impact on our business, results of operations and
financial condition.”
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Overview of 2021 Results
Revenue: Total revenue was a record at $251.8 million, an increase of 35% year-over-year.

Gross Profit and Margin: Gross profit totaled $178.1 million representing growth of 39% year-over-
year. Gross margin expanded by 185 basis points to 71% from 69% last year.

Net Loss: GAAP net loss was $63.2 million for the year ended December 31, 2021, representing a
32% increase from the GAAP net loss of $47.9 million for the year ended December 31, 2020.

Adjusted EBITDA: Adjusted EBITDA loss was $36.5 million, a negative 14% of revenue, compared
to Adjusted EBITDA loss of $33.4 million for the year ended December 31, 2020, a negative 18% of 2020
revenue.

Active Buyers and Orders: Total 2021 Active Buyers of 1.69 million and Orders of 5.3 million grew
36% and 34%, respectively, compared to 2020.

Key Financial and Operating Metrics

We review a number of operating and financial metrics, including the following key business and non-
GAAP metrics to evaluate our business, measure our performance, identify trends affecting our business,
formulate business plans and make strategic decisions. These key financial and operating metrics are set
forth below for the periods presented.

Year Ended December 31, % Change
2021 2020 2019 2 20208s
(in thousands)
Active Buyers (as of period end) 1,691 1,240 997 36 % 24 %
Orders 5,328 3,965 3,134 34 % 27 %
Net loss $ (63,176) $ (47,877) $ (38,197) 32 % 25 %
Net loss margin (25)% (26)% (23)% 1% (3)%
Adjusted EBITDA loss™" $ (36,506) $ (33,398) $ (24,343) 9 % 37 %
Adjusted EBITDA margin (14)% (18)% (15)% 4 % (3)%

(1) See below for a reconciliation of Adjusted EBITDA to net loss.
Active Buyers

An Active Buyer is a thredUP buyer who has made at least one purchase in the last twelve months. A
thredUP buyer is a customer who has created an account in our marketplace. A thredUP buyer is
identified by a unique email address and a single person could have multiple thredUP accounts and count
as multiple Active Buyers. The number of Active Buyers is a key driver of revenue for our marketplace
and we expect the number of Active Buyers to increase over time.

Orders

Orders means the total number of orders placed by buyers across our marketplace, including through
our RaaS clients, in a given period, net of cancellations. We expect Orders to increase over time.

Adjusted EBITDA

Adjusted EBITDA means net loss adjusted to exclude, where applicable in a given period,
depreciation and amortization, stock-based compensation expense, acquisition and offering related
expenses, interest expense, change in fair value of convertible preferred stock warrant liability, loss on
extinguishment of debt, and provision for income taxes. We use Adjusted EBITDA, a Non-GAAP metric,
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to evaluate and assess our operating performance and the operating leverage in our business, and for
internal planning and forecasting purposes. We believe that Adjusted EBITDA, when taken collectively
with our GAAP results, may be helpful to investors because it provides consistency and comparability with
past financial performance and assists in comparisons with other companies, some of which use similar
non-GAAP financial information to supplement their GAAP results.

The following table provides a reconciliation of net loss to Adjusted EBITDA (in thousands):

Year Ended December 31,

2021 2020 2019

Adjusted EBITDA

Reconciliation:

GAAP Net loss $ (63,176) $ (47,877) $ (38,197)
Depreciation and amortization 9,155 5,581 4,274
Stock-based compensation
expense 12,959 7,336 7,678
Acquisition and offering related
expenses 1,271 — —
Interest expense 2,275 1,305 1,428
Change in fair value of
convertible preferred stock
warrant liability 930 201 6
Loss on extinguishment of debt — — 432
Provision for income taxes 80 56 36

Non-GAAP Adjusted EBITDA $ (36,506) $ (33,398) $ (24,343)

Components of Results of Operations
Revenue
Our revenue is comprised of consignment revenue and product revenue.
Consignment revenue

We generate consignment revenue from the sale of secondhand women’s and kids’ apparel, shoes
and accessories on behalf of sellers. We recognize consignment revenue, net of seller payouts,
discounts, incentives and returns. We expect consignment revenue to continue to increase as we
increase our Active Buyers and Orders and grow our business.

Product revenue

We also generate product revenue from the sale of items that we own, which we refer to as our
inventory. While we shifted our business to primarily consignment sales in mid-2019, historically, we
purchased most of our inventory from our sellers prior to inclusion on our online marketplace. The sales
from our newly acquired European operations are primarily from sale of owned items. We recognize
product revenue, net of discounts, incentives and returns. We expect product revenue to increase in
absolute dollars and as a percentage of total revenue in the near term as we continue to grow our
international business. We expect the percentage share of product revenue to decrease in the long term
as we introduce the consignment model to our European operations.
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Cost of Revenue
Cost of consignment revenue

Cost of consignment revenue consists of outbound shipping, outbound labor and packaging costs.
We expect cost of consignment revenue to decrease and gross margin to increase as a percentage of
total consignment revenue as we continue to scale our business due to our ability to drive leverage in
shipping, labor and packaging.

Cost of product revenue

Cost of product revenue mainly consists of inventory cost, inbound shipping related to the sold
merchandise, outbound shipping, outbound labor, packaging costs and inventory write-downs. We expect
cost of product revenue to increase in absolute dollars and decrease as a percentage of total revenue,
leading to an increase in gross margin. We expect further gross margin to increase as we continue to
scale our business due to our ability to drive leverage in shipping, labor and packaging.

Operating Expenses
Operations, Product and Technology

Operations, product and technology expenses consist primarily of distribution center operating costs
and product and technology expenses. Distribution center operating costs mainly include inbound
shipping costs, other than those capitalized in inventory, as well as personnel costs, distribution center
rent, maintenance and depreciation of equipment and leasehold improvements. Product and technology
costs include personnel costs for the design and development of product and the related technology that
is used to operate our distribution centers, merchandise science, website development and related
expenses for these departments. Operations, product and technology expenses also include an allocation
of corporate facilities and information technology costs such as equipment, depreciation and rent. We
expect operations, product and technology expenses to increase in absolute dollars in future periods to
support our growth, especially as costs to increase our supply (inbound costs) are generally incurred prior
to the expected revenue growth. Additionally, we expect to bring on additional distribution centers and
continue investing in automation and other technology improvements to support and drive efficiency in
our operations. These expenses may vary from period to period as a percentage of revenue, depending
primarily upon when we choose to make more significant investments, including business acquisitions.
We expect these expenses to increase in absolute dollars and decrease as a percentage of revenue over
the longer term due to better leverage in our operations.

Marketing

Marketing expense consists primarily of advertising, public relations expenditures and personnel
costs for employees engaged in marketing. Marketing costs also include an allocation of corporate
facilities and information technology costs such as equipment, depreciation and rent. We expect our
marketing expenses to fluctuate as a percentage of revenue as we intend to increase marketing spend to
drive the growth of our business.

Sales, General and Administrative

Sales, general and administrative expense consists of personnel costs for employees involved in
general corporate functions, including accounting, finance, tax, legal and people services, customer
service, and retail stores. Sales, general and administrative also includes payment processing fees,
professional fees and allocation of corporate facilities and information technology costs such as
equipment, depreciation and rent. We expect to increase sales, general and administrative expense as
we grow our infrastructure to support operating as a public company and the overall growth in our
business. While these expenses may vary from period to period as a percentage of revenue, we expect
them to increase in absolute dollars and decrease as a percentage of revenue over the longer term.
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Interest expense

In 2019, we entered into a loan and security agreement with Western Alliance Bank. As of December
31, 2021, we had borrowed $40.0 million under our loan and security agreement, with $36.0 million
principal outstanding. For the years ended December 31, 2021, 2020 and 2019, we recorded $2.3 million,
$1.3 million and $1.4 million of interest expense, respectively.

Other income, net

Other income, net for the year ended December 31, 2021 is primarily comprised of claim proceeds for
lost shipments, offset by change in preferred stock warrants. Other income, net for the years ended
December 31, 2020 and 2019 was immaterial.

Results of Operations

The results of operations presented below should be reviewed in conjunction with our consolidated
financial statements and notes included elsewhere in this Annual Report on Form 10-K:

Year Ended December 31,

2021 2020 2019
Revenue: (in thousands, except per share data)
Consignment $ 186,114 $ 138,096 $ 97,763
Product 65,678 47,919 66,049
Total revenue 251,792 186,015 163,812
Cost of revenue:
Consignment 41,856 34,184 22,764
Product 31,804 23,683 28,544
Total cost of revenue 73,660 57,867 51,308
Gross profit 178,132 128,148 112,504
Operating expenses:
Operations, product and technology 128,079 101,408 82,078
Marketing 63,625 44,765 44,980
Sales, general and administrative 48,814 28,564 22,253
Total operating expenses 240,518 174,737 149,311
Operating loss (62,386) (46,589) (36,807)
Interest expense (2,275) (1,305) (1,428)
Other income, net 1,565 73 74
Loss before provision for income
taxes (63,096) (47,821) (38,161)
Provision for income taxes 80 56 36
Net loss $ (63,176) $ (47,877) $ (38,197)

Net loss per share attributable to

common stockholders, basic and

diluted $ (0.82) $ (4.14) $ (3.72)
Weighted-average shares used in
computing net loss per share
attributable to common stockholders,
basic and diluted 77,092 11,565 10,265
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Comparison of Years Ended December 31, 2021 and 2020

Revenue
Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Consignment revenue $ 186,114 $ 138,096 $ 48,018 35%
Product revenue 65,678 47,919 17,759 37%
Total revenue $ 251,792 $ 186,015 $ 65,777 35%
Consignment revenue as a % of total revenue 74 % 74 %
Product revenue as a % of total revenue 26 % 26 %

The $65.8 million increase in total revenue represents a 35% increase in total revenue for the year
ended December 31, 2021, as compared to the year ended December 31, 2020. This increase was
primarily attributable to a 34% increase in Orders and a 1% increase in revenue per Order over the same
period. The 34% increase in Orders was primarily driven by growth in Active Buyers of 36% over the
same period mainly due to our increased marketing and advertising efforts and our expansion into Europe
through the acquisition of Remix.

Cost of Revenue

Year Ended December 31, Change
2021 2020 Amount %

(in thousands, except percentages)

Cost of consignment revenue $ 41,856 $ 34,184 $ 7,672 22%
Cost of product revenue 31,804 23,683 8,121 34%
Total cost of revenue $ 73660 $ 57867 $ 15,793 27%
Gross profit $ 178,132 § 128,148

Gross profit margin 71 % 69 %

Cost of revenue as a % of total revenue 29 % 31 %

Cost of consignment revenue as a % of total cost of
revenue 57 % 59 %

Cost of product revenue as a % of total cost of revenue 43 % 41 %

Total cost of revenue as a percentage of total revenue was 29% for the year ended December 31,
2021, a decrease of 200 basis points from 31% for the year ended December 31, 2020. This increase in
gross profit margin was primarily attributable to an increase in revenue and efficiencies in our shipping
process. However, we do expect cost of revenue to increase in absolute dollars and the resulting gross
margin to decrease due to growth in the sales of our European operations, which are primarily product
sales.

Consignment sales result in higher gross profit margin than product sales because revenue for
consignment sales is recognized net of seller payouts, whereas, for product sales, seller payouts are
recognized as a component of cost of revenue, leading to different gross margin profiles between
consignment sales and product sales.
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Cost of Consignment Revenue

Year Ended December 31, Change
2021 2020 Amount %

(in thousands, except percentages)

Cost of consignment revenue $ 41,856 $ 34,184 $ 7,672 22%
As a percent of consignment revenue 22 % 25 %
Consignment gross margin 78 % 75 %

The $7.7 million increase in cost of consignment revenue represents a 22% increase in the cost of
consignment revenue for the year ended December 31, 2021 compared to the year ended December 31,
2020.

The increase in cost of consignment revenue for the year ended December 31, 2021 was primarily
driven by higher consignment revenue and related costs outlined in the below table. Consignment gross
margin increased 300 basis points to 78% for the year ended December 31, 2021. Consignment revenue
growth outpaced the increase in outbound shipping and packaging costs due to increased revenue per
order and efficiencies in our shipping process.

Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Outbound shipping $ 30,255 $ 24,593 $ 5,662 23%
Direct labor 8,473 6,962 1,511 22%
Packaging 2,514 2,259 255 11%
Other 614 370 244 66%
Total cost of consignment
revenue $ 41,856 $ 34,184 $ 7,672 22%
Cost of Product Revenue
Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Cost of product revenue $ 31,804 $ 23,683 $ 8,121 34%
As a percent of product revenue 48 % 49 %
Product gross margin 52 % 51 %

The $8.1 million increase in cost of product revenue represents a 34% increase in the cost of product
revenue for the year ended December 31, 2021 compared to the year ended December 31, 2020.

The increase in cost of product revenue in the year ended December 31, 2021 was primarily driven
by higher product revenue and related costs outlined in the below table. Product gross margin increased
100 basis points to 52% for the year ended December 31, 2021. We expect cost of product revenue to
increase in absolute dollar value and the resulting gross margin to decrease due to growth in the sales of
our European operations, which are primarily product sales.
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Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Inventory costs $ 20,707 $ 13,036 $ 7,671 59 %
Outbound shipping 8,317 7,730 587 8 %
Direct labor 2,113 2,169 (56) (3)%
Packaging 667 748 (81) (11)%
Total cost of product revenue ... $ 31,804 $ 23,683 $ 8,121 34 %
Operating Expenses
Year Ended December 31, Change
2021 2020 Amount %

(in thousands, except percentages)

Operations, product and technology $ 128,079 $ 101,408 $ 26,671 26 %
Marketing 63,625 44,765 18,860 42 %
Sales, general and administrative 48,814 28,564 20,250 71 %
Total operating expenses $ 240,518 $ 174,737 $ 65,781 38 %
Operations, product and technology as a % of total

revenue 51 % 55 %

Marketing as a % of total revenue 25 % 24 %

Sales, general and administrative as a % of total
revenue 19 % 15 %

Operating expenses increased $65.8 million, or 38%, for the year ended December 31, 2021
compared to the year ended December 31, 2020. Gross profit increased $50.0 million, or 39%, in the
same period.

Operating expenses increased as we continue to invest in the expansion of distribution center
processing capacity, marketing efforts, and infrastructure to support being a public company, and
expansion into Europe through the acquisition of Remix.

Results by operating expenses line item are discussed below.
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Operations, Product and Technology

Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Personnel-related costs $ 82,896 $ 60,799 $ 22,097 36 %
Facilities and other allocated costs 26,088 23,335 2,753 12 %
Inbound shipping 18,007 15,782 2,225 14 %
Other 1,088 1,492 (404) (27)%

Total operations, product and technology
expenses $ 128,079 $ 101,408 $ 26,671 26 %

Operations, product and technology as % of
total revenue 51 % 55

Personnel-related costs were $82.9 million for the year ended December 31, 2021, which increased
by 36% from $60.8 million for the year ended December 31, 2020 due to a 35% increase in the average
headcount for operations, research and development, including growth in headcount from the acquisition
of Remix. There was an increase in compensation cost at distribution centers primarily to attract and
retain processing center staff in order to support our distribution center operations growth.

Facilities and other allocated costs were $26.1 million for the year ended December 31, 2021, which
increased by 12% from $23.3 million for the year ended December 31, 2020. The increase was primarily
due to the addition of our new Georgia distribution center in June 2020.

Inbound shipping costs were $18.0 million for the year ended December 31, 2021, which increased
by 14% from $15.8 million for the year ended December 31, 2020. The increase was primarily due to
growth in items per bag and higher shipping rates. We lifted restrictions on the ability of sellers to order
Clean Out Kits at the end of February 2021, resulting in more Clean Out Kits being received.
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Marketing
Year Ended December 31, Change
2021 2020 Amount %
(in thousands, except percentages)
Marketing and advertising costs $ 54,053 $ 38,398 $ 15,655 41 %
Personnel-related costs 6,628 4,762 1,866 39 %
Facilities and technology allocated costs 1,396 949 447 47 %
Professional Services 824 160 664 415 %
Other 724 496 228 46 %
Total marketing expense $ 63,625 $ 44,765 $ 18,860 42 %

Marketing as % of total revenue
25 % 24 %

Marketing costs increased 42% for the year ended December 31, 2021 compared to 39% gross profit
growth. Marketing and advertising costs were $54.1 million for the year ended December 31, 2021, which
increased by 41% from $38.4 million for the year ended December 31, 2020. This increase was primarily
due to higher customer retention and goody box marketing spend as well as higher CPM (cost per
thousand impression).

Personnel-related costs were $6.6 million for the year ended December 31, 2021, which increased by
39% from $4.8 million for the year ended December 31, 2020. The $0.3 million increase was due to non-
cash stock-based compensation. Facilities and technology allocated costs were $1.4 million for the year
ended December 31, 2021, which increased from $0.9 million for the year ended December 31, 2020.
These increases were primarily due to a 19% average headcount increase and higher software, support,
computer equipment depreciation and other costs.

Professional services costs were $0.8 million for the year ended December 31, 2021, which
increased by 415% from $0.2 million for the year ended December 31, 2020. The increase was mainly
due to higher spend in consulting services to support marketing initiatives, including our growing RaaS
business.

Sales, General and Administrative

Year Ended December 31, Change
2021 2020 Amount %

(in thousands, except percentages)

Personnel-related costs $ 23,505 $ 14,061 $ 9,444 67 %
Professional services 8,322 4,811 3,511 73 %
Payment processing fees 8,107 6,264 1,843 29 %
Other 8,880 3,428 5,452 159 %
Total sales, general and administrative costs $ 48814 $ 28564 $ 20,250 71 9%
Sales, general and administrative as % of total revenue 19 % 15 % -

Sales, general and administrative expense increased 71% for the year ended December 31, 2021,
compared to 39% gross profit growth. This increase was mainly the result of investments, primarily in
personnel and professional services costs, made towards scaling our business and improving our
processes as we became a public company.
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Personnel-related costs were $23.5 million for the year ended December 31, 2021, which increased
from $14.1 million for the year ended December 31, 2020. The increase was primarily due to 35%
average headcount increase to support growth in our corporate functions and other costs related to being
a public company. In addition, non-cash stock-based compensation increased by $4.8 million for the year
ended December 31, 2021.

Professional services costs were $8.3 million for the year ended December 31, 2021, increased 73%
from $4.8 million for the year ended December 31, 2020. The increase was mainly due to an increase in
accounting, consulting and legal fees of $3.5 million for the year ended December 31, 2021 related to
being a public company and the acquisition of Remix.

Payment processing fees were $8.1 million for the year ended December 31, 2021, which increased
29% from $6.3 million for the year ended December 31, 2020. The increase was mainly due to an
increase in overall sales.

Other expenses were $8.9 million for the year ended December 31, 2021, an increase from
$3.4 million for the year ended December 31, 2020. This increase was primarily due to a $4.1 million
increase in insurance expenses, mainly related to higher insurance premiums associated with our public
company status, and a $1.3 million increase in software expenses to support and scale our growing
business.
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Liquidity and Capital Resources

As of December 31, 2021, we had cash, cash equivalents and short-term marketable securities of
$205.8 million and an accumulated deficit of $315.3 million. Since our founding, we have generated
negative cash flows from operations and have primarily financed our operations through private and
public sales of equity securities and debt. Additionally, we currently have a term loan facility with Western
Alliance Bank. In March 2021, we completed our IPO for aggregate net proceeds of $175.5 million, net of
offering costs, underwriter discounts and commissions of $17.7 million. In August 2021, we completed our
follow-on public offering and sold an aggregate of two million shares. The aggregate net proceeds were
$45.5 million after deducting $3.3 million of underwriter discounts and commissions and offering costs.

We expect operating losses and negative cash flows from operations to continue into the foreseeable
future as we continue to invest in growing our business and expanding our infrastructure. Our primary use
of cash includes operating costs such as distribution center operating costs and product and technology
expenses, marketing expenses, personnel expenses and other expenditures necessary to support our
operations and our growth. Additionally, our primary capital expenditures are related to the set-up,
automation and expansion of our distribution centers. Based upon our current operating plans, we believe
that our existing cash and cash equivalents will be sufficient to fund our operations for at least the next
twelve months. Our forecast of the period of time through which our financial resources will be adequate
to support our operations is a forward-looking statement that involves risks and uncertainties, and actual
results could vary materially.

Our future capital requirements will depend on many factors, including, but not limited to the timing of
our increased distribution center automation and expansion plans to support planned revenue growth, the
expansion of sales and marketing activities, the potential introduction of new offerings and new RaaS
clients, the continuing growth of our marketplace and overall economic conditions. We may seek
additional equity or debt financing. If we raise equity financing, our stockholders may experience
significant dilution of their ownership interests. If we conduct an additional debt financing, the terms of
such debt financing may be similar or more restrictive than our current term loan facility and we would
have additional debt service obligations. In the event that additional financing is required from outside
sources, we may not be able to raise it on terms acceptable to us or at all. If we are unable to raise
additional capital when desired, our business, financial condition and results of operations could be
harmed. See the section titled “Risk Factors—Risks Relating to Our Business and Industry—We may
require additional capital to support business growth, and this capital might not be available or may be
available only by diluting existing stockholders.”

Cash Flows

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

Year ended December 31,
2021 2020

(in thousands)

Net cash provided by (used in):

Operating activities $ (35,019) $ (19,105)
Investing activities (169,576) (19,424)
Financing activities 228,960 18,215
Effect of exchange rate changes on cash and cash equivalents (64) —
Net increase (decrease) in cash, cash equivalents and restricted cash $ 24,301 $ (20,314)
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Changes in Cash Flow from Operating Activities

For the year ended December 31, 2021, net cash used in operating activities was $35.0 million, which
consisted of a net loss of $63.2 million, partially offset by non-cash charges of $28.4 million. Operating
cash flows from operating assets and liabilities was immaterial with increases in receivables, inventory
and other assets, offset by increases in payables, seller payables and other liabilities.

For the year ended December 31, 2020, net cash used in operating activities was $19.1 million, which
consisted of a net loss of $47.9 million, partially offset by non-cash adjustment of $17.5 million and a net
change of $11.3 million in our operating assets and liabilities.

Changes in Cash Flow from Investing Activities

For the year ended December 31, 2021, net cash used in investing activities was $169.6 million,
which was driven by $125.2 million in purchases of marketable securities, $23.6 million for the acquisition
of Remix net of Remix cash acquired, $19.8 million of capital expenditures primarily for our distribution
centers and a $3.8 million equity investment, partially offset by $2.8 million maturities of marketable
securities.

For the year ended December 31, 2020, net cash used in investing activities was $19.4 million, which
consisted of capital expenditures primarily for our distribution centers.

Changes in Cash Flow from Financing Activities

For the year ended December 31, 2021, net cash provided by financing activities was $229.0 million,
which consisted of $226.9 million in net proceeds from equity offerings, $5.2 million in proceeds from
exercise of common stock options and withholding taxes for the net share settlement of restricted stock
units, $4.6 million in proceeds from debt issuance, and $1.0 million in proceeds from employee purchases
of common stock under the ESPP. These proceeds were partially offset by $4.7 million in payment of
costs for equity offerings, and $4.0 million in repayment of debt.

For the year ended December 31, 2020, net cash provided by financing activities was $18.2 million,
which consisted primarily of debt financing proceeds of $18.4 million.

Contractual Obligations and Commitments

Our purchase obligations consist of agreements to purchase goods and services entered into in the
ordinary course of business. As of December 31, 2021, the value of our non-cancellable unconditional
purchase obligations was $17.0 million. See Note 12 of our Notes to Consolidated Financial Statements
for additional information regarding our purchase obligations.

We lease office spaces and distribution centers under non-cancellable operating lease arrangements
that expire at various dates through 2032. As of December 31, 2021, the value of our obligations under
operating leases was $60.9 million. See Note 8 of our Notes to Consolidated Financial Statements for
additional information regarding our lease obligations.

We have a loan and security agreement with Western Alliance Bank (“Bank”). As of December 31,
2021, we had borrowed $40.0 million under our loan and security agreement, with $36.0 million principal
outstanding as of such date, which mature at various dates through 2024. See Note 9 of our Notes to
Consolidated Financial Statements for additional information regarding our debt obligations.

Indemnification Agreements

In the ordinary course of business, we enter into agreements of varying scope and terms pursuant to
which we agree to indemnify vendors, lessors, business partners and other parties with respect to certain
matters, including, but not limited to, losses arising out of the breach of such agreements, services to be
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provided by us or from intellectual property infringement claims made by third parties. In addition, we
have entered into indemnification agreements with our directors and certain officers and employees that
will require us, among other things, to indemnify them against certain liabilities that may arise by reason
of their status or service as directors, officers or employees. No demands have been made upon us to
provide indemnification under such agreements and there are no claims that we are aware of that could
have a material effect on our consolidated balance sheets, consolidated statements of operations and
comprehensive loss or consolidated statements of cash flows.

Critical Accounting Policies and Estimates

Our management’s discussion and analysis of our financial condition and results of operations is
based on our consolidated financial statements, which have been prepared in accordance with GAAP.
The preparation of these consolidated financial statements requires us to make judgments and estimates
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the consolidated financial statements, as well as the reported revenue generated,
and expenses incurred during the reporting periods. Our estimates are based on our historical experience
and on various other factors that we believe are reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying value of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these judgments and estimates under
different assumptions or conditions and any such differences may be material. We believe that the
accounting policies discussed below are critical to understanding our historical and future performance,
as these policies relate to the more significant areas involving management’s judgments and estimates.

Revenue Recognition

We generate revenue primarily from the sale of secondhand women’s and kids’ apparel, shoes and
accessories on behalf of sellers. We retain a percentage of the proceeds received as payment for our
consignment service. We report consignment revenue on a net basis as an agent and not the gross
amount collected from the buyer. We recognize consignment revenue upon purchase of the seller's
secondhand item by the buyer.

We also generate revenue from the sale of our purchased inventory which we refer to as product
revenue. We sell our purchased inventory mainly through our online marketplace. We recognize product
revenue on a gross basis. Online sales and sales to our retail partners are recognized upon shipment of
the purchased secondhand items to the buyer. Sales at retail stores are recognized upon checkout and
sales of accepted items from goody boxes are recognized upon acceptance, which generally occurs at
the same time as payment.

Both consignment and product revenue are recognized net of discounts, incentives and returns.
Sales tax assessed by governmental authorities is excluded from revenue.

Stock-Based Compensation

We estimate the fair value of stock options and the ESPP at the grant date using the Black-Scholes
option-pricing model (the “Black-Scholes Model”). The fair values of Restricted Stock Units (“RSU”) are
determined based on our stock price on the date of grant. The fair values of equity awards are recognized
as compensation expense over the requisite service period or over the period in which the related
services are received (generally the vesting period), using the straight-line method. The estimated fair
value of equity awards that contain performance conditions is expensed over the term of the award once
we have determined that it is probable that performance conditions will be satisfied. We account for
forfeitures as they occur.

The Black-Scholes Model considers several variables and assumptions in estimating the fair value of
stock-based awards. These variables include per share fair value of the underlying common stock,
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expected term, risk-free interest rate, expected annual dividend yield and expected stock price volatility
over the expected term. For all stock options granted to date, we calculated the expected term using the
simplified method (based on the mid-point between the vesting date and the end of the contractual term).
We determine volatility using the historical volatility of the stock price of similar publicly traded peer
companies. The risk-free interest rate is based on the yield available on United States Treasury zero-
coupon issues similar in duration to the expected term of the equity-settled award.

Business Combinations

We account for our business combinations using the acquisition method of accounting, which
requires, among other things, allocation of the fair value of purchase consideration to the tangible and
intangible assets acquired and liabilities assumed at their estimated fair values on the acquisition date.
The excess of the fair value of purchase consideration over the values of these identifiable assets and
liabilities is recorded as goodwill. When determining the fair value of assets acquired and liabilities
assumed, we make significant estimates and assumptions, especially with respect to intangible assets.
Our estimates of fair value are based upon assumptions believed to be reasonable, but which are
inherently uncertain and unpredictable and, as a result, actual results may differ from estimates. Once the
purchase accounting is finalized, any subsequent adjustments are reflected in the consolidated
statements of operations. Acquisition costs, such as legal and consulting fees, are expensed as incurred.

Acquired Intangible Assets

When we acquire a business, a portion of the purchase price is typically allocated to identifiable
intangible assets, such as trademarks, acquired technology and customer relationships. Fair value of
these assets is determined primarily using the income approach, which requires us to project future cash
flows and apply an appropriate discount rate. We amortize intangible assets with finite lives over their
expected useful lives. Our estimates are based upon assumptions believed to be reasonable but which
are inherently uncertain and unpredictable. Assumptions may be incomplete or inaccurate, and
unanticipated events and circumstances may occur. Incorrect estimates could result in future impairment
charges, and those charges could be material to our results of operations.

Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net tangible and
identifiable intangible assets acquired in a business combination. Goodwill is not subject to amortization
but will be reviewed for impairment on an annual basis or more frequently if events or changes in
circumstances indicate that the carrying value of goodwill may not be recoverable.

Recent Accounting Pronouncements

For information on recently issued accounting pronouncements, refer to Note 2 to our consolidated
financial statements titled “Significant Accounting Policies.”

JOBS Act Accounting Election

We are an “emerging growth company,” as defined in the JOBS Act. Under the JOBS Act, emerging
growth companies can delay adopting new or revised accounting standards until such time as those
standards apply to private companies. We have elected to use this extended transition period until we are
no longer an emerging growth company or until we affirmatively and irrevocably opt out of the extended
transition period. Accordingly, our consolidated financial statements may not be comparable to companies
that comply with new or revised accounting pronouncements as of public company effective dates.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
We are exposed to market risks in the ordinary course of our business. These risks primarily include:
Interest Rate Risk

As of December 31, 2021, we had unrestricted cash and cash equivalents of $84.6 million and
marketable securities of $121.3 million, consisting primarily of money market funds, corporate debt
securities, commercial paper, U.S. treasury securities and U.S. government agency bonds, which carry a
degree of interest rate risk. Fluctuations in interest rates have not been significant to date. The primary
objective of our investment activities is to preserve principal while maximizing income without significantly
increasing risk. We do not enter into investments for trading or speculative purposes and have not used
any derivative financial instruments to manage our interest rate risk exposure. Due to the short-term to
intermediate term nature of our investments, we have not been exposed to, nor do we anticipate being
exposed to, material risks due to changes in interest rates. Fluctuations in interest rates have not been
significant to date.

Interest rates under our loan and security agreement with Western Alliance Bank are tied to the prime
rate with a floor of 5.50% and therefore carry interest rate risk. As of December 31, 2021, we had
borrowed $40.0 million under our loan and security agreement, with $36.0 million principal outstanding as
of such date, at an interest rate of 5.50%. Fluctuations in interest rates have not been significant to date.

A hypothetical 100 basis point change in interest rates would not have a material impact on our
financial condition or results of operations for the periods presented.

Foreign Currency Exchange Rate Risk

We transact business in Europe through Remix in multiple currencies. As a result, our operating
results, cash flows, and net investment in Remix, are subject to fluctuations due to changes in foreign
currency exchange rates. As of December 31, 2021, our most significant currency exposure was
Bulgarian lev (BGN). We manage our foreign currency exchange rate risks through natural hedge
including foreign currency revenue and costs matching, as well as foreign currency assets offsetting
liabilities.

Assets and liabilities of our foreign operations are translated into dollars at period-end rates, while
income and expenses are translated using the average exchange rate during the period in which the
transactions occurred. The related translation adjustments are reflected as a foreign currency translation
adjustment of $0.7 million for the year ended December 31, 2021 in accumulated other comprehensive
income (loss).

A hypothetical 10 percent change in foreign currency exchange rates is estimated to be under $1.0
million and would not have an impact on our financial condition or results of operations during any of the
periods presented.
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Item 8. Financial Statements and Supplementary Data.

Our consolidated financial statements and supplementary data required by this item are included in
Part IV of this Annual Report on Form 10-K and are presented beginning on page F-1.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial
Disclosure.

Not Applicable.
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Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of the design and operation of our disclosure controls and procedures
pursuant to Rule 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended
(“Exchange Act”) as of the end of the period covered by this report. The term “disclosure controls and
procedures,” as defined under the Exchange Act, means controls and procedures that are designed to
ensure that information required to be disclosed in the reports we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms, and that such information is accumulated and communicated to our management, including the
Chief Executive Officer and the Chief Financial Officer, to allow timely decisions regarding required
disclosures. Any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objective and management necessarily applies its
judgment in evaluating the cost-benefit relationship of possible controls and procedures.

Because of the material weakness in our internal control over financial reporting discussed below, our
Chief Executive Officer and Chief Financial Officer concluded that, as of December 31, 2021, our
disclosure controls and procedures were not effective. In light of this fact, our management, including our
Chief Executive Officer and Chief Financial Officer, has performed additional reconciliations and other
post-closing procedures and has concluded that, notwithstanding the material weakness in our internal
control over financial reporting, the consolidated financial statements for the periods covered by and
included in this Annual Report on Form 10-K fairly present, in all material respects, our financial position,
results of operations and cash flows for the periods presented in conformity with GAAP.

Material Weaknesses in Internal Control Over Financial Reporting

In connection with the audit of our consolidated financial statements for the fiscal year ended
December 31, 2021, and as previously disclosed in the Prospectus, in connection with the audit of our
consolidated financial statements for the fiscal years ended December 31 2020, 2019 and 2018, we and
our independent registered public accounting firm identified certain control deficiencies in the design and
implementation of our internal control over financial reporting that, in the aggregate, constituted a material
weakness. A material weakness is a deficiency, or a combination of deficiencies, in internal control over
financial reporting such that there is a reasonable possibility that a material misstatement of our
consolidated financial statements will not be prevented or detected on a timely basis.

Our material weakness related to the following control deficiencies:

We did not design and maintain effective control over our accounting and proprietary data systems
used in our financial reporting process. These systems lacked controls over user access, program change
management, computer operation and data validation to ensure that IT program and data changes
affecting financial accounting applications and underlying accounting records are identified, tested,
authorized and implemented appropriately.

We did not design and maintain adequate controls over the preparation and review of certain account
reconciliations and journal entries. Specifically, we did not design and maintain controls and we did not
maintain a sufficient complement of accounting personnel to ensure (i) the appropriate segregation of
duties in the preparation and review of account reconciliations and journal entries and (ii) account
reconciliations were prepared and reviewed at the appropriate level of precision on a consistent and
timely basis.

The deficiencies described above, if not remediated, could result in a misstatement of one or more
account balances or disclosures in our annual or interim consolidated financial statements that would not
be prevented or detected, and, accordingly, we determined that these control deficiencies constitute a
material weakness.
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Remediation Plans

To address our material weakness, we have added accounting, finance and information technology
personnel and implemented new financial accounting processes. We are continuing to take steps to
remediate the material weakness described above through implementing enhancements and controls
within our accounting and proprietary systems, hiring additional qualified accounting, finance and
information technology resources and further evolving our accounting and annual close processes. We
will not be able to fully remediate these control deficiencies until these steps have been completed and
the controls have been operating effectively for a sufficient period of time.

Changes in Internal Control over Financial Reporting

We are taking actions to remediate the material weaknesses relating to our internal control over
financial reporting, as described above. Except as described above, there was no change in our internal
control over financial reporting (as such term is defined in Rule 13a-15(f) under the Exchange Act) during
our most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting. We have not experienced any material impact to our internal
controls over financial reporting despite our employees working remotely due to the COVID-19 pandemic.
We are continually monitoring and assessing the COVID-19 situation on our internal controls to minimize
the impact on their design and operating effectiveness.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect
that our disclosure controls or our internal control over financial reporting will prevent all errors and all
fraud. A control system, no matter how well designated and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control system are met. Further, the design of a control
system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation
of controls can provide absolute assurance that all control issues and instances of fraud, if any, have
been detected. These inherent limitations include the realities that judgments in decision-making can be
faulty, and that breakdowns can occur because of a simple error or mistake. Additionally, controls can be
circumvented by the individual acts of some persons, by collusion of two or more people or by
management override of the controls. The design of any system of controls is also based in part upon
certain assumptions about the likelihood of future events, and there can be no assurance that any design
will succeed in achieving its stated goals under all potential future conditions over time, controls may
become inadequate because of changes in conditions, or the degree of compliance with policies or
procedures may deteriorate. Because of the inherent limitations in a cost-effective control system,
misstatements due to error or fraud may occur and not be detected.

Management’s Annual Report on Internal Control over Financial Reporting

This Annual Report on Form 10-K does not include a report of management's assessment regarding
internal control over financial reporting or an attestation report of our independent registered public
accounting firm due to a transition period established by rules of the SEC for newly public companies.

Item 9B. Other Information.
Not Applicable.
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not Applicable.
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PART lll
Item 10. Directors, Executive Officers and Corporate Governance.

Our board of directors has adopted a code of conduct that applies to all of our employees, officers
and directors. The full text of our code of conduct is available on our investor relations website at
ir.thredup.com under the “Corporate Governance” section. We intend to satisfy the disclosure requirement
under Item 5.05 of Form 8-K regarding amendments to, or waiver from, a provision of our code of conduct
by posting such information on the website address and location specified above.

The remaining information required by this item is incorporated by reference to the definitive proxy
statement for our 2022 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the
end of our fiscal year ended December 31, 2021 (the “Proxy Statement”).

Item 11. Executive Compensation.
The information required by this item is incorporated by reference to the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.

The information required by this item is incorporated by reference to the Proxy Statement.
Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this item is incorporated by reference to the Proxy Statement.
Item 14. Principal Accountant Fees and Services.

The information required by this item is incorporated by reference to the Proxy Statement.
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Part IV
Item 15. Exhibit and Financial Statement Schedules.
(a) The following documents are filed as a part of this Annual Report on Form 10-K:
1. Financial Statements.

o Our consolidated financial statements are listed in the “Index to Consolidated Financial Statements” on page F-1 of this
Annual Report on Form 10-K.

2. Financial Statement Schedules.

U All financial statement schedules not listed above have been omitted because the information required by the schedule
is not applicable, not required, or the information required is included in the consolidated financial statements or the notes
thereto.

3. Exhibits.

o The documents listed in the Exhibit Index of this Annual Report on Form 10-K are incorporated by reference or filed with
this Form 10-K, as indicated therein.
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(b) Exhibits
Exhibit
Number Exhibit Title

3.1 Amended and Restated Certificate of Incorporation of the
Registrant.

3.2 Amended and Restated Bylaws of the Regqistrant.

41 Form of Class A common stock certificate of the
Registrant.

4.2 Description of Securities Registered Pursuant to Section
12 of the Securities Exchange Act of 1934.

4.3 Tenth Amended and Restated Investors’ Rights
Agreement, dated February 16, 2021, by and among the
Registrant and certain of its stockholders.

10.1 Form of Indemnification Agreement between the Registrant
and each of its directors and executive officers.

10.2# Second Amended and Restated 2010 Stock Incentive
Plan, as amended, and forms of agreements thereunder.

10.3# 2021 Stock Option and Incentive Plan and forms of
agreements thereunder.

10.44# 2021 Employee Stock Purchase Plan.

10.5# Senior Executive Cash Incentive Bonus Plan.

10.6# Executive Severance Plan.

10.7# Non-Employee Director Compensation Policy.

10.8# Terms and Conditions of the Registrant’s Fiscal Year 2021
Incentive Compensation Targets.

10.9# Offer Letter between the Registrant and Anthony Marino,
dated August 5, 2013.

10.10# Offer Letter between the Registrant and Sean Sobers,
dated September 30, 2019.

10.11# Offer Letter between the Reqistrant and Chris Homer,
dated July 1, 2010.

10.12# Board Member Agreement between the Registrant and

Mandy Ginsberg, dated December 3, 2020.

Form

S-1

S-1
S-1

Filed herewith

S-1

Filed herewith

S-1

Incorporation by Reference

File No.
333-253834

333-253834
333-253834

333-253834

333-253834

333-253834

333-253834

333-253834
333-253834
333-253834
333-253834
333-253834

333-253834

333-253834

333-253834

Exhibit
3.2

3.4
4.1

4.2

10.1

10.2

10.3

10.4
10.5
10.6
10.7
10.8

10.9

10.10

10.12

Filing Date
3/3/2021

3/3/2021
3/3/2021

3/3/2021

3/3/2021

3/3/2021

3/17/2021

3/17/2021
3/3/2021
3/3/2021
3/3/2021
3/3/2021

3/3/2021

3/3/2021

3/3/2021
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10.13#

10.14%

10.15

10.16

211
23.1

241
31.1

31.2

32.1*

32.2*

101.INS

101.SCH

Board Member Agreement between the Registrant and
Marcie Vu, dated February 11, 2021.

Amended and Restated Loan and Security Agreement,
dated February 3, 2021, by and between the Registrant
and Western Alliance Bank.

First Amendment to Amended and Restated Loan and
Security Agreement, dated as of May 14, 2021, by and
among ThredUp Inc., ThredUp CF LLC, ThredUp
Intermediary Holdings LLC, Knitwit GC LLC, and Western

Alliance Bank.
Second Amendment to Amended and Restated Loan and

Security Agreement, dated as of December 3, 2021, by
and among ThredUp Inc., ThredUp CF LLC, ThredUp
Intermediary Holdings LLC, Knitwit GC LLC, and Western

Alliance Bank.
Subsidiaries of ThredUp Inc.

Consent of KPMG LLP, an independent registered public
accounting firm.

Power of Attorney (included on signature page).

Certification of Principal Executive Officer pursuant to
Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted

pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of Principal Financial Officer pursuant to
Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted

pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of Principal Executive Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906

of the Sarbanes-Oxley Act of 2002.

Certification of Principal Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906

of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document — the instance document does
not appear in the Interactive Data File because its XBRL
tags are embedded within the Inline XBRL document.

Inline XBRL Taxonomy Extension Schema Document.
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S-1/A

8-K

Filed herewith

Filed herewith
Filed herewith

Filed herewith
Filed herewith

Filed herewith

Furnished
herewith

Furnished
herewith

Filed herewith

Filed herewith

333-253834

333-253834

001-40249

10.13

10.14

10.1

3/3/2021

3/17/2021

5/18/2021
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101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Filed herewith
Document.

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Filed herewith
Document.

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Filed herewith
Document.

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Filed herewith
Document.

104 Cover Page Interactive Data File (formatted as inline XBRL  Filed herewith

with applicable taxonomy extension information contained
in Exhibits 101).

# Indicates management contract or compensatory plan, contract or agreement.

Certain confidential information contained in this exhibit has been omitted because it is both (i) not material and (ii) is the type that the Registrant treats as

private or confidential.

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

—+
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Item 16. Form 10-K Summary
Not Applicable.
SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as
amended, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

THREDUP INC.

Date: March 21, 2022 By: /s/ James Reinhart

James Reinhart
Chief Executive Officer
(Principal Executive Officer)

Date: March 21, 2022 By: /s/ Sean Sobers

Sean Sobers
Chief Financial Officer
(Principal Financial and Accounting Officer)

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints James Reinhart, Sean Sobers and Alon Rotem, and each of them, as his or her
true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him or
her and in his or her name, place and stead, in any and all capacities, to sign any and all amendments to
this Annual Report on Form 10-K, and to file the same, with all exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact
and agents full power and authority to do and perform each and every act and thing requisite or
necessary to be done in connection therewith, as fully to all intents and purposes as he or she might or
could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, or any of
them, or their, his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has
been signed by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.
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Signature

Title

Date

/s/ James Reinhart

James Reinhart

/s/ Sean Sobers

Sean Sobers
/s/ Greg Bettinelli

Greg Bettinelli

/s/ lan Friedman

lan Friedman

/s/ Mandy Ginsberg

Mandy Ginsberg
/s/ Timothy Haley

Timothy Haley
/s/ Jack Lazar

Jack Lazar

/s/ Norman Matthews

Norman Matthews

/s/ Patricia Nakache

Patricia Nakache

/s/ Dan Nova

Dan Nova
/s/ Coretha Rushing

Coretha Rushing
/s/ Paula Sutter

Paula Sutter

/s/ Marcie Vu

Marcie Vu

Chief Executive Officer and Director

(Principal Executive Officer)

Chief Financial Officer

(Principal Financial and Accounting Officer)

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors
ThredUp Inc.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of ThredUp Inc. and subsidiaries (the
Company) as of December 31, 2021 and 2020, the related consolidated statements of operations,
comprehensive loss, convertible preferred stock and stockholders’ equity, and cash flows for each of the
years in the three-year period ended December 31, 2021, and the related notes (collectively, the
consolidated financial statements). In our opinion, the consolidated financial statements present fairly, in
all material respects, the financial position of the Company as of December 31, 2021 and 2020, and the
results of its operations and its cash flows for each of the years in the three-year period ended December
31, 2021, in conformity with U.S. generally accepted accounting principles.

Change in Accounting Principle

As discussed in Note 2 to the consolidated financial statements, the Company has changed its method of
accounting for leases as of January 1, 2020 due to the adoption of Financial Accounting Standards Board
Accounting Standards Codification 842, Leases.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.
We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement, whether due to error or fraud. Our audits included
performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ KPMG LLP

We have served as the Company’s auditor since 2017.

San Francisco, California
March 21, 2022
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ThredUp Inc.
Consolidated Balance Sheets
(in thousands, except per share data)

December 31,

December 31,

2021 2020
Assets
Current assets
Cash and cash equivalents $ 84,550 64,485
Marketable securities 121,277 —
Accounts receivable, net 4,136 1,823
Inventory, net 9,825 3,519
Other current assets 8,625 5,332
Total current assets 228,413 75,159
Operating lease right-of-use assets 39,340 23,656
Property and equipment, net 55,466 41,131
Goodwill 12,238 —
Intangible assets 13,854 —
Other assets 11,515 2,965
Total assets $ 360,826 142,911
Liabilities, Convertible Preferred Stock and Stockholders’ Equity
Current liabilities
Accounts payable $ 13,336 9,386
Accrued and other current liabilities 45,253 32,541
Seller payable 19,125 13,724
Operating lease liabilities, current 3,931 3,643
Current portion of long-term debt 7,768 3,270
Total current liabilities 89,413 62,564
Operating lease liabilities, non-current 36,997 21,574
Long-term debt 27,559 31,190
Other non-current liabilities 1,123 2,719
Total liabilities 155,092 118,047
Commitments and contingencies (Note 12)
Convertible preferred stock: $0.0001 par value; 100,000 and 68,140 shares authorized
as of December 31, 2021 and December 31, 2020, respectively; 0 and 65,971 shares
issued and outstanding as of December 31, 2021 and December 31, 2020,
respectively, liquidation preference of $0 and $251,239 as of December 31, 2021 and
2020, respectively _ 247,041
Stockholders’ equity:
Class A and B common stock, $0.0001 par value; 1,120,000 and 110,000 shares
authorized as of December 31, 2021 and December 31, 2020, respectively; 98,435
and 12,890 shares issued and outstanding as of December 31, 2021 and December
31, 2020, respectively 10 1
Additional paid-in capital 522,161 29,989
Accumulated other comprehensive loss (1,094) —
Accumulated deficit (315,343) (252,167)
Total stockholders’ equity (deficit) 205,734 (222,177)
Total liabilities, convertible preferred stock and stockholders’ equity $ 360,826 $ 142,911

The accompanying notes are an integral part of these consolidated financial statements.



Table of Contents

ThredUp Inc.
Consolidated Statements of Operations

(in thousands, except per share data)

Year Ended December 31,

2021 2020 2019
Revenue:
Consignment $ 186,114 $ 138,096 $ 97,763
Product 65,678 47,919 66,049
Total revenue 251,792 186,015 163,812
Cost of revenue:
Consignment 41,856 34,184 22,764
Product 31,804 23,683 28,544
Total cost of revenue 73,660 57,867 51,308
Gross profit 178,132 128,148 112,504
Operating expenses:
Operations, product and technology 128,079 101,408 82,078
Marketing 63,625 44,765 44,980
Sales, general and administrative 48,814 28,564 22,253
Total operating expenses 240,518 174,737 149,311
Operating loss (62,386) (46,589) (36,807)
Interest expense (2,275) (1,305) (1,428)
Other income, net 1,565 73 74
Loss before provision for income taxes (63,096) (47,821) (38,161)
Provision for income taxes 80 56 36
Net loss $ (63,176) $ (47,877) $ (38,197)
Net loss per share attributable to common
stockholders, basic and diluted $ (0.82) $ (4.14) $ (3.72)
Weighted-average shares used in computing net
loss per share attributable to common stockholders,
basic and diluted 77,092 11,565 10,265

The accompanying notes are an integral part of these consolidated financial statements.
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ThredUp Inc.
Consolidated Statements of Comprehensive Loss
(in thousands)

Year Ended December 31,

2021 2020 2019
Net loss $ (63,176) $ (47,877) $ (38,197)
Other comprehensive loss, net of tax:
Foreign currency translation adjustments (729) = =
Unrealized gain (loss) on available-for-sale debt
securities (365) — 2
Total comprehensive loss $ (64,270) $ (47,877) $ (38,195)

The accompanying notes are an integral part of these consolidated financial statements.
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ThredUp Inc.
Consolidated Statements of Convertible Preferred Stock and Stockholders’ Equity
(in thousands)

: Accumulated Total
Convertible .

Additional Other Stockholders’

Preferred Stock Common Stock Paid-in Comprehensive Accumulated Equity

Shares Amount Shares Amount Capital Loss Deficit (Deficit)
Balance as of December 31, 2018 53,378 $ 164,394 10,145 $ 1 $§ 12,083 $ (2 $ (165,528) $ (153,446)
Exercise of stock options — — 502 — 722 — — 722
Stock-based compensation — — — — 7,678 — — 7,678

Series F preferred stock issued, net

of issuance costs of $3,881 12,550 82,511 — — — — — —
Unrealized gain on debt securities = = — — — 2 — 2
Net loss — — — — — — (38,197) (38,197)

Balance as of December 31, 2019 65,928 246,905 10,647 1 20,483 — (203,725) (183,241)
ASC842 Adoption (eff. January 1,

2020) — — — — — — (565) (565)
Exercise of stock options — — 2,243 — 2,170 — — 2,170
Stock-based compensation — — — — 7,336 — — 7,336
Series C preferred stock - warrant

exercise 43 136 — — — — — —
Net loss — — — — — — (47,877) (47,877)

Balance as of December 31, 2020 65,971 247,041 12,890 1 29,989 — (252,167) (222,177)
Exercise of stock options — — 3,480 — 5,267 — — 5,267
Stock-based compensation — — — — 13,290 — — 13,290
Conversion of preferred stock
warrants to Class B common stock
warrants — — — — 1,827 — — 1,827
Preferred stock conversion to Class
B common stock (65,971) (247,041) 65,971 7 247,034 — — 247,041
Sale of Class A common stock upon
initial public offering, net of issuance
costs — — 13,800 1 175,533 — — 175,534
Cashless exercise of common stock
warrant — — 129 — — — — —
Issuance of common stock to settle
restricted stock units — — 84 — — — — —

F-6



Table of Contents

Issuance of Class A common stock
upon closing of follow-on offering

Withholding taxes for the net share
settlement of restricted stock units

ESPP purchase
Acquisition delayed share issuance
Other comprehensive loss
Net loss
Balance as of December 31, 2021

2,000 1 45,524 — — 45,525
(1) — (29) — — (29)
82 — 982 — = 982
— — 2,744 — — 2,744
— — — (1,094) — (1,094)
— — = — (63,176) (63,176)
$ 98,435 $ 10 $ 522,161 $ (1,094) $ (315,343) $ 205,734

The accompanying notes are an integral part of these Consolidated Financial Statements.
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ThredUp Inc.
Consolidated Statements of Cash Flows
(in thousands)

Year Ended December 31,

2021 2020 2019
Cash flows from operating activities
Net loss $ (63,176) $ (47,877) $ (38,197)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 9,155 5,581 4,274
Stock-based compensation expense 12,959 7,336 7,678
Reduction in the carrying amount of right-of-use assets 3,985 4,034 —
Changes in fair value of convertible preferred stock warrants and others 2,342 561 1,077
Changes in operating assets and liabilities:
Accounts receivable, net (1,189) 229 (638)
Inventory, net (2,741) 374 2,290
Other current and non-current assets (6,326) 32 (239)
Accounts payable 871 3,469 (741)
Accrued and other current liabilities 9,251 5,182 14,205
Seller payable 5,072 4,407 315
Operating lease liabilities (3,964) (3,824) =
Other non-current liabilities (1,258) 1,391 (114)
Net cash used in operating activities (35,019)  (19,105) (10,090)
Cash flows from investing activities
Purchases of marketable securities (125,217) — —
Maturities of marketable securities 2,800 — 8,250
Purchases of non-marketable equity investment (3,750) — —
Acquisition of business, net of cash acquired (23,581) — —
Purchase of property and equipment (19,828)  (19,424) (9,504)
Net cash used in investing activities (169,576)  (19,424) (1,254)
Cash flows from financing activities
Proceeds from debt issuance 4,625 18,352 19,750
Repayment of debt (4,000) (1,190) (11,801)
Proceeds from offerings of issuance of Class A common stock, net of
underwriting discounts and commissions 226,905 — —
Proceeds from exercise of common stock options and withholding taxes for
the net share settlement of restricted stock units 5,177 2,170 722
Payment of costs for the initial public offering and the follow-on offering (4,729) (1,117) —
Proceeds from issuance of convertible preferred stock, net of issuance costs — — 82,511
Proceeds from ESPP purchase 982 — —
Net cash provided by financing activities 228,960 18,215 91,182
Effect of exchange rate changes on cash and cash equivalents (64) — —
Net increase (decrease) in cash, cash equivalents and restricted cash 24,301 (20,314) 79,838
Cash, cash equivalents and restricted cash
Beginning of period 67,539 87,853 8,015
End of period $ 91,840 $ 67,539 $ 87,853
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Supplemental disclosures of cash flow information

Cash paid for income taxes, net of refunds $ 64
Cash paid for interest $ 2,076

Supplemental disclosures of non-cash investing and financing activities
Purchases of property and equipment included in accounts payable and accrued

liabilities $ 3,739

Right-of-use assets obtained in exchange for operating lease liabilities with lease

modification $ 19,669

$
$

$
$

45

1,450

1,555

9,142

$

The accompanying notes are an integral part of these Consolidated Financial Statements.
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ThredUp Inc.
Notes to Consolidated Financial Statements

1. Organization and Description of Business

ThredUp Inc. (“ThredUp” or the “Company”) was formed as a corporation in the State of Delaware in
January 2009. ThredUp is a large resale platform that enables consumers to buy and sell primarily
secondhand women’s and kid’s apparel, shoes and accessories. The Company conducts its marketing
and administrative functions from Oakland, California and Scottsdale, Arizona and operates its fulfillment
centers in Pennsylvania, Georgia and Arizona. Another distribution center in Texas is under construction.
The Company expanded its operations to Europe through its acquisition of Remix, which closed in
October 2021.

Initial Public Offering

The Company’s registration statement on Form S-1 related to its initial public offering (the “IPO”) was
declared effective on March 25, 2021 by the Securities and Exchange Commission (“SEC”), and the
Company’s Class A common stock began trading on the Nasdaq Global Select Market on March 26,
2021. Upon the closing of the IPO, the Company sold 13,800,000 shares of Class A common stock to the
public at a price of $14.00 per share. The aggregate net proceeds were $175.5 million after deducting
offering costs, underwriting discounts and commissions of $17.7 million.

Immediately prior to the completion of the IPO, the Company filed its Amended and Restated
Certificate of Incorporation, which authorized a total of 1,000,000,000 shares of Class A common stock,
120,000,000 shares of Class B common stock and 100,000,000 shares of undesignated preferred stock.

Immediately prior to the completion of the IPO, 65,970,938 shares of the convertible preferred stock
then outstanding were converted into an equivalent number of shares of Class B common stock. The
Company reclassified the convertible preferred stock to Class B common stock and additional paid-in
capital upon the conversion in the three months ended March 31, 2021. 12,889,760 shares of the
outstanding historical common stock were reclassified into an equivalent number of shares of Class B
common stock. 164,973 shares of the convertible preferred stock warrants were converted to an
equivalent number of shares of Class B common stock warrants.

Follow-on Public Offering

On August 2, 2021, the Company issued and sold 2,000,000 shares of Class A common stock at a
price of $24.25 per share in a registered public offering. The aggregate net proceeds were $45.5 million,
after deducting $3.3 million of underwriting discounts and commissions and offering costs. Refer to Note
10, Common Stock and Common Stock Warrants for more details.

2, Significant Accounting Policies
Basis of Presentation and Use of Estimates

The accompanying consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiaries. All intercompany account balances and transactions have been eliminated
upon consolidation. The preparation of consolidated financial statements in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) requires management to make
estimates and assumptions that affect the amounts that are reported in the consolidated financial
statements and the related disclosures. Actual results could differ from those estimates. Significant items
subject to such estimates and assumptions include, but are not limited to, the useful lives of property and
equipment and intangibles, allowance for sales returns, allowance for bad debts, breakage on loyalty
points and rewards, valuation of inventory, warrants, stock-based compensation, valuation of right-of-use
assets, valuation of goodwill and acquired intangibles and income taxes.
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The COVID-19 pandemic has adversely impacted businesses worldwide and has impacted various
aspects of the Company’s business and operations. The Company’s revenue growth and operating spend
has been and may continue to be affected by COVID-19 and related restrictions on business, labor cost
increases and supply chain issues. Estimates and assumptions about future events and their effects
cannot be determined with certainty and therefore require the exercise of significant judgment.

Foreign Currency

The Company’s functional currency is the United States (“U.S.”) dollar for its operations except for
Remix whose functional currency is the Bulgarian lev. In accordance with authoritative guidance, assets
and liabilities of the Company’s foreign operations are translated from the respective functional currencies
into U.S. dollars at period-end rates, while income and expenses are translated using the average
exchange rate during the period in which the transactions occurred. The related translation adjustments
are reflected as a foreign currency translation adjustment in accumulated other comprehensive income
(loss).

Revenue Recognition

Revenue is recognized in accordance with Accounting Standards Topic 606 (“ASC 606”). Under ASC
606, revenue is recognized upon transfer of control of promised goods and services to customers in an
amount that reflects the consideration the Company expects to receive for those goods and services. The
Company generates the majority of its revenue from its marketplace, which allows its buyers to browse
and purchase resale items for women’s and kids’ apparel, shoes and accessories on behalf of sellers.
The Company recognizes revenue through the following steps: (1) identification of the contract, or
contracts, with the customer; (2) identification of the performance obligations in the contract; (3)
determination of the transaction price; (4) allocation of the transaction price to the performance
obligations in the contract; and (5) recognition of revenue when, or as, it satisfies a performance
obligation.

Both buyers and sellers may be customers in the Company’s revenue arrangements. Sellers are the
primary customer in a consignment arrangement while the buyer is the primary customer in sale of
Company-owned inventory, referred to as product sales. A contract with a customer exists in both cases
when the end-customer purchases the goods obligating the Company to deliver the identified
performance obligation(s). Generally, the Company requires authorization from a credit card or other
payment method (such as PayPal), or verification of receipt of payment, before the products are shipped
to buyers. The Company generally receives payments from buyers before payments to the sellers are
due.

Consignment Revenue

The Company generates consignment revenue from the sale of secondhand women’s and kids’
apparel, shoes and accessories on behalf of sellers. The Company retains a percentage of the proceeds
received as payment for its consignment service. The Company reports consignment revenue on a net
basis as an agent and not the gross amount collected from the buyer. Title to the consigned goods
remain with the consignor until transferred to the buyer, which occurs subsequent to purchase of the
consigned goods and upon expiration of the allotted return period. The Company does not take title of
consigned goods at any time except in certain cases where the consignment window expires or returned
goods become Company-owned inventory.

Consignment revenue is recognized upon purchase of the consigned good by the buyer as its
performance obligation of providing consignment services to the consignor is satisfied at that point.
Consignment revenue is recognized net of seller payouts, discounts, incentives and returns. Sales tax
assessed by governmental authorities is excluded from revenue.
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Product Revenue

The Company recognizes product revenue on a gross basis as the Company acts as the principal in
the transaction. Online sales and sales to third-party retail partners are generally recognized upon
shipment of the purchased good to the buyer. Product revenue is recognized net of discounts, incentives
and returns. Sales tax assessed by governmental authorities is excluded from revenue.

Shipping Fees

The Company charges shipping fees to buyers, which are included in revenue. All outbound shipping
costs are accounted for in cost of revenue at the time revenue is recognized.

Returns

The Company generally has a 14-day return period which may change from time to time and
recognizes a returns reserve, based on historical experience, which is recorded in accrued and other
current liabilities on the consolidated balance sheet.

Incentives

Incentives include website discounts, customer credits and loyalty program rewards issued to sellers
and buyers. Incentives are treated as a reduction of product revenue and consignment revenue. Revenue
treatment for our loyalty program is discussed further below under Deferred Revenue.

Deferred Revenue

Deferred revenue consists primarily of cash collections for product items purchased, but not shipped,
and revenue allocated to unredeemed loyalty points. Cash collections for items purchased, but not
shipped, are generally recognized as revenue upon shipment. As of December 31, 2021 and 2020, the
Company had $1.7 million and $0.9 million, respectively, in deferred revenue for such items, which were
recognized shortly after the period end, and are included in accrued and other current liabilities on the
consolidated balance sheets.

In August 2019, the Company launched a customer loyalty program that provides customers with
rewards that can be applied to future purchases or other incentives. Loyalty points and rewards are
accounted for as separate performance obligations and accrued as deferred revenue in the amount of the
transaction price allocated to the points and rewards. The allocated transaction price is based on the
estimated fair value per point, net of breakage. Breakage is estimated based on the Company’s historical
redemption rates. Revenue is recognized when the loyalty rewards are redeemed or expire. As of
December 31, 2021 and 2020, the Company had a liability of $4.0 million and $4.1 million, respectively,
related to the loyalty program which is included in accrued and other current liabilities in the consolidated
balance sheets. The Company recognized $13.8 million, $6.6 million and $0.1 million of revenue related
to loyalty points in the 2021, 2020 and 2019 periods, respectively. Revenue allocated to loyalty points is
expected to be recognized within one year as loyalty points expire 12 months after issuance.

Revenue by Geographic Area

Revenue is attributed to a geographic area based on the shipped-from location. The following
summarizes the Company’s revenue by geographic area (in thousands):

Year Ended
December 31, 2021 December 31, 2020 December 31, 2019
North America $ 240,677 $ 186,015 $ 163,812
Europe 11,115 — _
Total $ 251,792 § 186,015 § 163,812
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Europe net sales in the year ended December 31, 2021 is primarily coming from the Company’s
Remix operations acquired in 2021.

Segments

The Company operates under one operating segment and one reportable segment as its chief
operating decision maker, who is its Chief Executive Officer, reviews financial information presented on a
consolidated basis for purposes of making operating decisions, allocating resources and evaluating
financial performance. The long-lived assets, excluding goodwill and intangible assets, outside of the
United States are immaterial.

Business Combinations

The Company accounts for business combinations using the acquisition method of accounting, which
requires, among other things, allocation of the fair value of purchase consideration to the tangible and
intangible assets acquired and liabilities assumed at estimated fair values on the acquisition date. The
excess of the fair value of purchase consideration over the values of these identifiable assets and
liabilities is recorded as goodwill. When determining the fair value of assets acquired and liabilities
assumed, the management makes significant estimates and assumptions, especially with respect to
intangible assets. Significant estimates in valuing intangible assets include, but are not limited to,
expected future cash flows, which includes consideration of future growth and margins, future changes in
technology, brand awareness and discount rates. Fair value estimates are based on the assumptions that
management believes to be reasonable, but which are inherently uncertain and unpredictable and, as a
result, actual results may differ from estimates. After the purchase accounting is finalized, any subsequent
adjustments are reflected in the consolidated statements of operations. Acquisition costs, such as legal
and consulting fees, are expensed as incurred.

Net Loss Per Share Attributable to Common Stockholders

The Company follows the two-class method when computing net loss per common share when
shares issued meet the definition of participating securities. The two-class method determines net loss
per share for each class of common stock and participating securities according to dividends declared or
accumulated and patrticipation rights in undistributed earnings. The two-class method requires income
available to stockholders for the period to be allocated between common stock and participating securities
based upon their respective rights to receive dividends as if all income for the period had been
distributed. The Company’s convertible preferred stock contractually entitles the holders of such shares to
participate in dividends but does not contractually require the holders of such shares to participate in the
Company’s losses.

The rights, including the liquidation and dividend rights and sharing of losses, of the Class A common
stock and Class B common stock are identical, other than voting rights. As the liquidation and dividend
rights and sharing of losses are identical, the undistributed earnings are allocated on a proportionate
basis and the resulting net loss per share attributed to common stockholders will, therefore, be the same
for both Class A and Class B common stock on an individual or combined basis.

For periods in which the Company reports net losses, diluted net loss per share attributable to
common stockholders is the same as basic net loss per share attributable to common stockholders,
because potentially dilutive common shares are not assumed to have been issued if their effect is anti-
dilutive.

Comprehensive Loss

Comprehensive loss is comprised of net loss and other charges or credits to equity that are not the
result of transactions with owners. There was $0.7 million foreign currency translation loss included in the
other comprehensive loss for the year ended December 31, 2021. There were $0.4 million other
comprehensive losses related to unrealized gains or losses on debt securities classified as available-for-
sale for the year ended December 31, 2021. There were no material unrealized gains or losses for the
years ended December 31, 2020 and 2019.
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Cash, Cash Equivalents and Restricted Cash

The Company classifies all highly liquid instruments with an original maturity of three months or less
at the time of purchase as cash equivalents. Cash and cash equivalents are comprised of bank deposits
and commercial paper, and money market funds.

Restricted cash primarily represents letters of credit with financial institutions held as collateral for its
facility leases. Restricted cash is classified non-current if the Company expects that the cash will remain
restricted for a period greater than one-year. Current restricted cash is included in other current assets on
the consolidated balance sheet.

The following table provides a reconciliation of cash and cash equivalents as well as restricted cash
reported within the consolidated balance sheets to the amounts shown in the consolidated statements of
cash flows (in thousands):

December 31,

2021 2020
Cash and cash equivalents $ 84,550 $ 64,485
Restricted cash, current 560 364
Restricted cash, non-current 6,730 2,690
Total cash, cash equivalents and restricted cash shown in the
consolidated statements of cash flows $ 91,840 $ 67,539

Restricted cash, non-current of $6.7 million and $2.7 million is included in other assets in the
consolidated balance sheets as of December 31, 2021 and 2020, respectively.

Marketable Securities

The Company invests its excess cash in investment grade, short to intermediate-term, fixed income
securities and recognizes the transaction on the trade-date. The Company’s marketable securities are
classified as available-for-sale in current assets because they represent investments of cash available for
current operations. Marketable securities are reported at fair value with unrealized gains and losses
reported, net of tax, as a separate component of accumulated other comprehensive gain (loss) until
realized. The marketable securities are reviewed periodically to identify possible other-than-temporary
impairments. Realized gains or losses and other-than-temporary impairments, if any, on available-for sale
securities are reported in other income, net as incurred.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of cash, cash equivalents, marketable securities and accounts receivable. The Company
deposits cash at major financial institutions, and at times, such cash may exceed federally insured limits.
The credit risk is believed to be minimal due to the financial position of the depository institutions in which
those deposits are held. The Company has never experienced any losses on deposits since inception.
The Company’s investment policy restricts cash investments to highly liquid, short to intermediate-term,
high grade fixed income securities, and as a result, the Company believes its cash equivalents and
marketable securities represent minimal credit risk.

As of December 31, 2021 and 2020, there were no customers that represented 10% or more of the
Company’s accounts receivable balance. There were no customers that individually exceeded 10% of
the Company’s revenue for the years ended December 31, 2021, 2020 and 2019.
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Accounts Receivable, Net

Accounts receivable consists of amounts due from payment processors and trade customers that do
not bear interest. The Company records an allowance for doubtful accounts for estimated losses inherent
in its trade accounts receivable portfolio. In establishing the required allowance, management considers
historical losses adjusted for current market conditions, the financial condition of the customer, the
amount of receivables in dispute, and the current receivables aging and payment patterns. The Company
does not have any off-balance sheet credit exposure related to its customers. The allowance for doubtful
accounts was immaterial as of December 31, 2021 and 2020.

Inventory, Net

Inventories, consisting of merchandise that the Company has purchased and holds title, are
accounted for using the specific identification method, and are valued at the lower of cost and net
realizable value. The cost of inventory is equal to the cost of the merchandise paid to the seller and
related inbound shipping costs. Inventory valuation requires the Company to make judgments based on
currently available information about the likely method of disposition, such as through sales to individual
customers or liquidations, and expected recoverable values of each disposition category. The Company
records an inventory write-down based on the age of the inventory and historical experience of expected
sell-through.

Property and Equipment, Net

Property and equipment are stated at cost less accumulated depreciation. Depreciation is recorded
on a straight-line basis over the estimated useful lives of the assets.

The estimated useful lives of the Company’s property and equipment are as follows:

Machinery and equipment 3-10 years
Internal-use software 1-3 years

Shorter of lease term
or estimated useful life

Computers and software 2-3 years
Furniture and fixtures 5-7 years

Leasehold improvements

Maintenance and repairs are charged to expense as incurred, and improvements and betterments
are capitalized.

When assets are retired or otherwise disposed of, the cost and accumulated depreciation and
amortization are removed from the balance sheet and any resulting gain or loss is reflected in the
consolidated statement of operations in the period realized.

Internal-Use Software

The Company capitalizes qualifying proprietary software development costs that are incurred during
the application development stage. Capitalization of costs begins when two criteria are met: (i) the
preliminary project stage is completed, and (ii) it is probable that the software will be completed and
placed in service for its intended use. Capitalization ceases when the software is substantially complete
and ready for its intended use including the completion of all significant testing. Costs related to
preliminary project activities and post implementation operating activities are expensed as incurred.

Impairment of Long-Lived Assets

The Company reviews its long-lived assets for impairment whenever events or changes in
circumstances indicate the carrying amount of an asset group may not be recoverable. Recoverability of
assets held and used is measured by comparison of the carrying amount of an asset to the future
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undiscounted cash flows expected to be generated from the use of the asset and its eventual disposition.
If such assets are considered to be impaired, the impairment to be recognized is equal to the excess of
the fair value over the carrying amount of the impaired assets. There were no impairments of long-lived
assets for the years ended December 31, 2021 and 2020.

Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net tangible and
identifiable intangible assets acquired in a business combination. Goodwill is not subject to amortization,
but is reviewed for impairment on an annual basis or more frequently if events or changes in
circumstances indicate that the carrying value of goodwill may not be recoverable. The Company tests
goodwill for impairment annually as of the first day of its fourth fiscal quarter and in interim periods if
events occur that would indicate that the carrying value of goodwill may be impaired. The Company
assesses goodwill for impairment by comparing the fair value of the reporting unit to its carrying amount.

Acquired Intangible Assets

When a business is acquired, a portion of the purchase price is typically allocated to identifiable
intangible assets, such as trademark, acquired technology and customer relationships. Fair value of these
assets is determined primarily using the income approach, which requires the management to project
future cash flows and apply an appropriate discount rate. Intangible assets with finite lives are amortized
on a straight-line basis over their economic lives ranging from 3 years to 9 years. Estimates are based
upon assumptions believed to be reasonable but which are inherently uncertain and unpredictable.
Assumptions may be incomplete or inaccurate, and unanticipated events and circumstances may occur.
Incorrect estimates could result in future impairment charges, and those charges could be material to the
Company’s results of operations.

Other Investment

The Company made a strategic investment in preferred shares of a privately held online retail
company in October 2021. The Company accounts for its investment in accordance with ASC 321,
Investments — Equity Securities (“ASC 321”). Upon acquisition, the investment is measured at cost, which
represents the then fair value. Under ASC 321, the Company can elect to subsequently measure the
investments at initial cost, minus impairment and any changes, plus or minus, resulting from observable
price in orderly transactions for the identical or a similar investment of the same issuer. This election must
be made for each investment separately. Changes in the carrying value of other investment are
recognized through net loss. Each reporting period, the Company performs a qualitative assessment to
evaluate whether the investment is impaired. The Company’s assessment includes a review of recent
operating results and trends, recent sales/acquisitions of the investee securities and other factors that
raise concerns about the investee’s ability to continue as a going concern. If the investment is impaired,
an impairment charge is recognized in the amount by which the carrying amount of the investment
exceeds the estimated fair value of the investment, with the impairment charge recognized through net
loss. The Company’s non-marketable equity investment of $3.8 million was included in the other assets in
the consolidated balance sheet as of December 31, 2021 and there was no impairment recognized on the
investment.

Asset Retirement Obligations

The Company records asset retirement obligations (“AROs”) for the estimated cost of restoring its
automated warehouse facilities to the specific condition required per the terms of its lease agreement,
upon termination of the lease. AROs represent the present value of the expected costs and timing of the
related obligations incurred. The ARO assets and liabilities are recorded in property and equipment within
the machinery and equipment line item and other non-current liabilities in the consolidated balance
sheets. The Company records accretion expense, which represents the increase in the ARO, over the
remaining estimated duration of the lease including renewal periods that are included in the lease life.
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Accretion expense is recorded in operations, product and technology expense in the consolidated
statement of operations using accretion rates based on credit adjusted risk-free interest rates.

Leases

Effective January 1, 2020, the Company adopted ASC 842, Leases (“ASC 842”), using the optional
transition method and applied the standard only to leases that existed at that date.

Under ASC 842, the Company determines if an arrangement is or contains a lease at inception by
assessing whether the arrangement contains an identified asset and whether it has the right to control the
identified asset. Lessees are required to classify leases as either finance or operating leases and to
record a right-of-use (“ROU”) asset and a lease liability for all leases with a term greater than 12 months
regardless of the lease classification. The lease classification will determine whether the lease expense is
recognized based on an effective interest rate method or on a straight-line basis over the term of the
lease. The Company determines the initial classification and measurement of its ROU assets and lease
liabilities at the lease commencement date and thereafter if modified. ROU assets represent the
Company's right to use an underlying asset for the lease term and lease liabilities represent the
Company's obligation to make lease payments arising from the lease. Lease liabilities are recognized at
the lease commencement date based on the present value of future lease payments over the lease term.
ROU assets are based on the measurement of the lease liability and also include any lease payments
made prior to or on lease commencement and exclude lease incentives and initial direct costs incurred,
as applicable.

As the implicit rate in the Company's leases is generally unknown, the Company uses its incremental
borrowing rate based on the information available at the lease commencement date in determining the
present value of future lease payments. The Company gives consideration to its existing credit
arrangements, term of the lease, total lease payments and adjust for the impacts of collateral, as
necessary, when calculating its incremental borrowing rates. The lease terms may include options to
extend or terminate the lease when it is reasonably certain the Company will exercise any such options.
Lease costs for the Company's operating leases are recognized on a straight-line basis within operating
expenses over the lease term.

The Company has elected to not separate lease and non-lease components for real estate leases
and, as a result, accounts for lease and non-lease components as one component. The Company has
also elected to not apply the recognition requirement to any leases within its existing classes of assets
with a term of 12 months or less. For these leases, lease payments are recognized on a straight-line
basis over the lease term and variable payments in the period in which the obligation is incurred.

Seller Payable

Seller payable includes amounts owed to sellers upon the purchase of sellers’ goods by the Company
or by buyers. Amounts are initially provided as a credit to sellers. These credits may be applied towards
purchases from the Company, converted to third-party retailer or thredUP gift cards or redeemed for cash.

Gift Cards and Site and Seller Credits

The Company sells thredUP gift cards on its e-commerce website. Seller credits and site credits can
be converted to thredUP gift cards. thredUP gift cards do not expire or lose value over periods of
inactivity. The Company accounts for gift cards by recognizing a gift card liability at the time a gift card is
delivered to the customer. As of December 31, 2021 and 2020, $7.3 million and $6.2 million of gift card
liability, respectively, was included in accrued and other current liabilities on the consolidated balance
sheets. Revenue from gift cards is generally recognized when the gift cards are redeemed by the
customer and amounted to $0.9 million, $0.6 million and $0.1 million in the years ended December 31,
2021, 2020, and 2019 respectively.
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The Company issues both site credits and seller credits. The Company issues site credits for various
reasons such as for promotions or for refunds. The Company issues seller credits to sellers in exchange
for consignment items sold. Site credits can be applied towards future charges but cannot be converted
into cash. Site credits and seller credits may also be converted to thredUP gift cards after one year at the
discretion of the Company. These credits are recognized as revenue when used, converted, or expired.
As of December 31, 2021 and 2020, $5.9 million and $3.2 million, respectively, of such customer site
credits were included in accrued and other current liabilities on the consolidated balance sheets.

Breakage on gift cards and site credits is immaterial for the years ended December 31, 2021, 2020
and 2019.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and operating
loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income on the years in which those temporary differences are expected to
be recovered and settled.

The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the
period that includes the enactment date. The Company recognizes the effect of income tax positions only
if those positions are more likely than not of being sustained. Recognized income tax positions are
measured at the largest amount that is greater than 50% likely of being realized. Changes in recognition
or measurement are reflected in the period in which the change in judgment occurs. The Company
records interest and penalties related to unrecognized tax benefits in income tax expense.

Cost of Revenue

Cost of consignment revenue consists of outbound shipping, outbound labor and packaging costs.
Cost of product revenue mainly consists of the inventory cost, inbound shipping related to the sold
merchandise, outbound shipping, outbound labor, packaging costs and inventory write-downs.

Operations, Product and Technology

Operations, product and technology expenses consist primarily of distribution center operating costs
and product and technology expenses. Distribution center operating costs include personnel costs,
distribution center rent, maintenance and equipment depreciation as well as inbound shipping costs, other
than those capitalized in inventory. Product and technology costs include personnel costs for the design
and development of product and the related technology that is used to operate the distribution centers,
merchandise science, website development and related expenses for these departments. Operations,
product and technology expenses also include an allocation of corporate facilities and information
technology costs including equipment, depreciation and rent. Research and development costs related to
our technology were approximately $28.7 million, $20.7 million and $19.0 million, during the years ended
December 31, 2021, 2020 and 2019, respectively.

Marketing

Marketing costs consist primarily of advertising, public relations expenditures and personnel costs for
employees engaged in marketing. Marketing costs also include an allocation of corporate facilities and
information technology costs including equipment, depreciation and rent.

Advertising and other promotional costs included in the marketing line item on the consolidated
statement of operations are expensed as incurred and were approximately $54.1 million, $38.4 million
and $39.2 million for the years ended December 31, 2021, 2020 and 2019, respectively.
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Sales, General and Administrative

Sales, general and administrative expenses consist of personnel costs for employees involved in
general corporate functions, including accounting, finance, tax, legal and people services; customer
service; and retail stores. Sales, general and administrative also includes payment processing fees,
professional fees and allocation of corporate facilities and information technology costs such as
equipment, depreciation and rent.

Stock-Based Compensation

Stock-based compensation costs are based on the fair values on the date of grant for stock awards
and stock options and on the date of enrollment for the employee stock purchase plan (“ESPP”). The fair
values of Restricted Stock Units (“RSUs”) are based on ThredUp’s stock price on the date of grant. The
fair values of stock options and ESPP are estimated using the Black-Scholes option-pricing model. The
fair values of equity awards are recognized as compensation expense over the requisite service period or
over the period in which the related services are received (generally the vesting period), using the
straight-line method. The estimated fair value of equity awards that contain performance conditions is
expensed over the term of the award once the Company has determined that it is probable that
performance conditions will be satisfied. The Company accounts for forfeitures as they occur. The
determination of fair value for share-based awards on the date of grant using an option pricing model
requires management to make certain assumptions regarding subjective variables.

Prior Period Reclassifications

Within the consolidated balance sheets, the Company included restricted cash, non-current within
non-current other assets for the prior period to conform with current period presentation.

Fair Value Measurements

Fair value accounting is applied for all financial assets and liabilities that are recognized or disclosed
at fair value in the consolidated financial statements on a recurring basis (at least annually). As of
December 31, 2021 and 2020, the carrying amount of accounts receivable, other current assets, other
assets, accounts payable, seller payable and accrued and other current liabilities approximated their
estimated fair value due to their relatively short maturities. Management believes the terms of its long-
term debt reflect current market conditions for an instrument with similar terms and maturity, therefore the
carrying value of the Company’s debt approximated its fair value.

Assets and liabilities recorded at fair value on a recurring basis on the consolidated balance sheets
are categorized based upon the level of judgment associated with the inputs used to measure their fair
values. Fair value is defined as the exchange price that would be received for an asset or an exit price
that would be paid to transfer a liability in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. Valuation
techniques used to measure fair value must maximize the use of observable inputs and minimize the use
of unobservable inputs. The authoritative guidance on fair value measurements establishes a three-tier
fair value hierarchy for disclosure of fair value measurements as follows:

Level 1—Observable inputs such as unadjusted, quoted prices in active markets for identical assets
or liabilities at the measurement date.

Level 2—Inputs (other than quoted prices in active markets included in Level 1) are either directly or
indirectly observable for the asset or liability. These include quoted prices for similar assets or liabilities in
active markets and quoted prices for identical or similar assets or liabilities in markets that are not active.

Level 3—Unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities.
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New Accounting Pronouncements Recently Issued But Not Yet Adopted

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments and subsequent amendments to the initial
guidance: ASU 2018-19, ASU 2019-04, ASU 2019-05, ASU 2019-10, ASU 2019-11, ASU 2020-02
and ASU 2020-03, which replaces the existing incurred loss impairment model with an expected credit
loss model and requires a financial asset measured at amortized cost to be presented at the net amount
expected to be collected. This standard is effective for fiscal years beginning after December 15, 2022,
including interim periods within those fiscal years. Early adoption is permitted. The Company is currently
evaluating the impact of this standard on its consolidated financial statements.

Financial Instruments and Fair Value Measurements

For all of the marketable securities, the Company utilizes third-party pricing services to obtain fair
value. Third-party pricing methodologies incorporate bond terms and conditions, current performance
data, proprietary pricing models, real-time quotes from contributing dealers, trade prices and other market
data.

The following table provides the financial instruments measured at fair value for each of the
respective periods (in thousands):
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Fair Value as of December 31, 2021

Level 1 Level 2 Level 3 Total
Assets
Money market fund $ 41,376 $ — $ — $ 41,376
U.S. treasury securities 37,190 — — 37,190
Commercial paper — 12,098 — 12,098
Corporate debt securities 55,921 — — 55,921
U.S. government agency bonds 28,166 — — 28,166
Total $ 162,653 $ 12,098 $ — 3 174,751
Classified as:
Cash equivalents $ 53,474
Marketable securities 121,277
$ 174,751
December 31, 2020
Level 1 Level 2 Level 3 Total
Assets
Cash equivalents:
Money market fund $ 43,460 $ — $ — 3 43,460
Total cash equivalents $ 43,460 $ — $ — $ 43,460
Liabilities
Convertible preferred stock warrant
liability $ — $ — $ 805 $ 805
Total liabilities $ — 3 — $ 805 $ 805

The Company’s money market funds and commercial paper were included within cash equivalents.
U.S. treasury securities, U.S. government agency bonds and corporate debt securities were included
within the marketable securities.

The Company’s money market funds, U.S. treasury securities, corporate debt securities, U.S.
government agency bonds were valued using Level 1 inputs because they are valued using quoted
market prices.

The Company’s commercial papers were valued using Level 2 inputs because they are valued using
quoted prices for similar assets or liabilities in active markets and quoted prices for identical or similar
assets or liabilities in markets that are not active.

As of December 31, 2021 and 2020 the amortized cost of the Company’s financial assets and
liabilities approximate their estimated fair values.

As of December 31, 2021, out of the $121.3 million carrying amount of marketable securities,
$49.0 million had a contractual maturity date of less than one year and $72.2 million had a contractual
maturity date between one and two years.

The convertible preferred stock warrant liability was included in other non-current liabilities and was
valued using Level 3 inputs, before the convertible preferred stock warrants were converted to Class B
common stock warrants upon IPO.

During the years ended December 31, 2021 and 2020, there were no transfers between Level 1,
Level 2, or Level 3 assets reported at fair value on a recurring basis.
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Property and Equipment, Net

Property and equipment, net consists of the following (in thousands):

December 31,

2021 2020
Machinery and equipment $ 48,874 $ 35,254
Internal-use software 5,517 4,764
Computers and software 5,336 3,677
Leasehold improvements 4,705 4,459
Furniture and fixtures 856 519
Construction in progress 10,740 6,548
76,028 55,221
Less: accumulated depreciation and amortization (20,562) (14,090)
Property and equipment, net $ 55,466 $ 41,131

For the years ended December 31, 2021 and 2020, the Company capitalized $2.1 million and $1.4
million of costs associated with internal-use software, respectively. For the years ended December 31,
2021 and 2020 the Company capitalized $0.3 million and $0.4 million, respectively, out of $2.5 million and
$1.7 million total interest costs incurred for each respective period. Depreciation and amortization
expense of property and equipment was $8.5 million and $5.6 million for the year ended December 31,
2021 and 2020, respectively.

5. Acquisition of Remix

On July 24, 2021, the Company entered into Share Purchase Agreements with the shareholders of
Remix, a fashion resale company headquartered in Sofia, Bulgaria, to purchase 100% of the outstanding
equity interests of Remix and its subsidiary. The acquisition of Remix closed on October 7, 2021. With
this acquisition, the Company added a complementary operational infrastructure and an experienced
management team to enable its expansion into Europe.

The Company acquired the business for total cash consideration of $25.6 million and future issuance
of 130,597 Class A common shares in 2023 with a fair value of $2.7 million as of the closing date.
Revenue of $11.1 million and net loss of $1.2 million from this acquisition have been included in the
consolidated statements of operations from the acquisition date through December 31, 2021. The
Company incurred $1.1 million in transaction-related costs during the year ended December 31, 2021,
which are included within sales, general and administrative expenses.

The allocation of the purchase price is based on the estimated fair values of the assets acquired and
liabilities assumed by major class related to the acquisition of Remix and are reflected, as of the
acquisition date, in the accompanying financial statements as follows (in thousands):
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Purchase Price

Cash consideration $ 25,550
Delayed share issuance 2,744
Total purchase consideration $ 28,294
Cash and cash equivalents 1,860
Accounts receivable 1,150
Inventory 3,657
Intangible assets 14,800
Other assets 786
Accounts payable (3,102)
Accrued and other liabilities (3,356)
Total net assets acquired 15,795
Goodwill as of October 7, 2021 $ 12,499
Foreign currency translation adjustments (261)
Goodwill as of December 31, 2021 $ 12,238

Goodwill was calculated as the excess of the consideration transferred over the net assets acquired
and represents the estimated future economic benefits arising from other assets acquired, the assembled
workforce and planned growth in strategic markets that could not be individually identified and separately
recognized. Goodwill recognized as a result of this acquisition is not deductible for tax purposes.

Intangible assets with determinable lives

Customer relationships $ 5,200
Developed technology 4,900
Trademarks 4,700
Total identified intangible assets as of October 7, 2021 ... $ 14,800
Foreign currency translation adjustments (308)
Gross carrying amount as of December 31, 2021 $ 14,492

Customer relationships represent the fair value of future projected revenue that will be derived from
sales of products to existing customers of Remix business. Customer relationships were valued using the
multi-period excess earning method of the income approach. Developed technology primarily consists of
a client facing platform (i.e., website and mobile app) and supporting functions, all of which were internally
developed. Trademarks relates to the “Remix” trade name. Developed technology and trademarks were
valued using the relief-from-royalty method under the income approach. This method involves forecasting
avoided royalties, reducing them by taxes and discounting the resulting net cash flows to a present value
using an appropriate discount rate that requires judgement by management.

The Company did not present pro forma and other financial information for the acquisition of Remix,
as this is not considered to be a material business combination.

6. Goodwill and Other Intangible Assets

The goodwill is primarily attributable to the planned growth in the combined business after the
acquisition of Remix. Goodwill is not amortized to earnings, but instead is reviewed for impairment at least
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annually, absent any interim indicators of impairment. The carrying amount of goodwill was $12.2 million
as of December 31, 2021.

The gross carrying amounts and accumulated amortization of the intangible assets with determinable
lives are as follows (in thousands):

As of December 31, 2021

Intangible assets with determinable Amortization Gross carrying Accumulated Carrying

lives Period (years) amount amortization amount, net
Customer relationships 8 $ 5,092 $ (150) $ 4,942
Developed technology 3 4,798 (373) 4,425
Trademarks 9 4,602 (115) 4,487
Total $ 14,492 § (638) $ 13,854

Developed technology, customer relationships, and trademarks intangibles amortization is recorded
within operations, product and technology, sales general and administrative, and marketing expense
lines, respectively, within the Consolidated Statements of Operations.

The estimated future amortization of intangible assets with determinable lives as of December 31,
2021 are $2.7 million for 2022, $2.7 million for 2023, $2.4 million for 2024, $1.2 million for 2025,
$1.2 million for 2026 and $3.7 million for thereafter.

Balance Sheet Components

Inventories consist of the following (in thousands):
December 31,

2021 2020
Raw materials $ 908 $ =
Work in progress 670 —
Finished goods 8,247 3,519

$ 9,825 § 3,519

Accrued and other current liabilities consist of the following (in thousands):
December 31,

2021 2020
Gift card and site credit liabilities $ 13,223 $ 9,362
Accrued compensation 6,438 3,443
Accrued vendor liabilities 6,031 3,407
Deferred revenue 5,878 5,094
Accrued taxes 5,728 4,594
Allowance for returns 6,209 3,389
Accrued other 1,746 3,252

$ 45253 $ 32,541

Lease Agreements

The Company leases certain office space and distribution centers with lease terms ranging from 20
to 146 months. These leases require monthly lease payments that may be subject to annual increases
throughout the lease term. Certain of these leases also include renewal options at the election of the
Company to renew or extend the lease for an additional 12 to 120 months. For certain leases, these
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optional periods have been considered in the determination of the right-of-use assets and lease liabilities
associated with these leases as the Company has determined it is reasonably certain it will exercise the
renewal options. The majority of the Company’s existing office space and distribution center in Europe are
short-term leases as of December 31, 2021. In December 2021, the Company entered into an agreement
to lease a new headquarter office and distribution center in Sophia, Bulgaria (the “Bulgaria Lease”). The
Bulgaria Lease is expected to commence in March 2022 with an original term of 10 years from the
commencement date. The base rent is approximately €14.1 million or $15.9 million, estimated at
December 31, 2021 Euro to USD spot rate, in aggregate over the original term.

The following table summarizes maturities of the Company’s operating lease liabilities as of
December 31, 2021 (in thousands):

December 31,

2022 $ 7,931
2023 7,808
2024 6,930
2025 6,061
2026 5,706
Thereafter 26,437

Total lease payments 60,873
Less: imputed interest (13,843)
Less: tenant improvement allowance yet to be received (6,102)

Total lease liabilities 40,928
Less: current lease liabilities (3,931)

Total non-current lease liabilities $ 36,997

Security deposits and letters of credits used to secure the leases were $0.8 million and $6.3 million,

respectively, as of December 31, 2021 and $0.3 million and $3.1 million, respectively, as of December 31,
2020.

Operating lease cost was $7.0 million and $6.8 million for the years ended December 31, 2021 and
2020, respectively. Rent expense for operating leases under ASC 840 was $4.4 million for the year ended

December 31, 2019. The following table summarizes the cost components of the Company’s operating
leases (in thousands):

Year Ended December 31,

2021 2020
Operating Lease Cost
Fixed Cost $ 5591 § 5,568
Short-Term Lease Cost 7 58
Variable Lease Cost(" 1,381 1,197
Total Operating Lease Cost® $ 6,979 $ 6,823

(1) Under the terms of the lease agreements, the Company is also responsible for certain variable lease payments
that are not included in the measurement of the lease liability. Variable lease payments include non-lease
components such as common area maintenance fees.

(2) The majority of lease costs are reflected in the Consolidated Statement of Operations within Operations, product
and technology and Sales, general and administrative expense.
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Other information related to leases was as follows (in thousands):

Year Ended December 31,

2021 2020
Supplemental Cash Flows Information
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 5401 $ 5,365

The following table discloses the weighted-average remaining lease term and discount rate for the
period:

December 31, December 31,

2021 2020
Operating Leases
Weighted average remaining lease term (years) 8.1 7.8
Weighted average discount rate 5.9 % 6.7 %

9. Long-term Debt and Convertible Preferred Stock Warrants

The Company entered into a loan and security agreement (“Term Loan”) with Western Alliance Bank
(“Bank”) for an aggregate amount up to $40.0 million to refinance its Loan and Security Agreement with
Silicon Valley Bank (“SVB”) in February 2019. The Term Loan was amended three times before
December 31, 2020.

In February 2021, the Company amended and restated the loan and security agreement with the
Bank to reflect all waivers and amendments to date. Subsequently, the Company borrowed an additional
$5.0 million for an aggregate principal amount of $40.0 million. In connection with the additional $5.0
million draw, the Company issued additional warrant shares for Series E-1 preferred stock in the amount
of 15,979.

On May 14, 2021, the Company entered into the first amendment to the amended and restated loan
and security Agreement (the “First Amendment”) with the Bank. The First Amendment amended the
agreement dated February 3, 2021, with the most notable change being a decrease in interest rate. In
accordance with the First Amendment, the interest rate on the Term Loan is the prime rate published in
The Wall Street Journal plus 1.5% with a floor of 5.5% per annum.

The Term Loan can be prepaid without penalty or premium at any time. The Term Loan contains
certain covenants, which, if not met, allows the Bank to call all outstanding borrowings plus accrued
interest. The covenants include minimum cash and liquidity thresholds, quarterly minimum net revenue
and revenue growth thresholds, and a debt service requirement specified by the Term Loan. The Bank
has secured the loan through its first ranking lien on all corporate assets, with a negative pledge on
intellectual property. The Company was in compliance with all debt covenants as of December 31, 2021.

As of December 31, 2021, the nominal interest rate was 5.50% and the effective interest rate was
6.65%.

The maturities of the loan agreement as of December 31, 2021 are as follows (in thousands):
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Amount

2022 $ 8,000
2023 8,000
2024 20,000
Thereafter —
Total future principal 36,000
Less: unamortized debt discount (673)
Less: current portion of long-term debt (7,768)
Non-current portion of long-term debt $ 27,559

Warrants Issued with Loan and Security Agreement

The Company issued various preferred stock warrants under its loan and security agreements with
SVB and the Bank. Immediately prior to the conversion upon IPO and as of December 31, 2020, the
following preferred stock warrant liabilities were outstanding.

Balance EXOrelse Immediately
B e Issuance Expiration Sheet Price Per Prior to the December
P Date Date Classificati Share Completion 31, 2020
on of IPO
Series D 1/22/2015 1/22/2025 Liability $ 2.2600 13,382 13,382
Series D 4/20/2015 1/22/2025 Liability $ 2.2600 13,382 13,382
Series E-1 2/7/2019 5/29/2030 Liability $ 6.2581 63,917 63,917
Series F 5/29/2020 5/29/2030 Liability $ 6.8839 10,376 10,376
Series E-1 8/14/2020 5/29/2030 Liability $ 6.2581 31,958 31,958
Series E-1 11/25/2020 5/29/2030 Liability $ 6.2581 15,979 15,979
Series E-1 2/8/2021 5/29/2030 Liability $ 6.2581 15,979 —

164,973 148,994

The convertible preferred stock warrant liability of $0.8 million was included in other non-current
liabilities in the consolidated balance sheet as of December 31, 2020.

Immediately prior to the completion of IPO in March 2021, all 164,973 shares of the convertible
preferred stock warrant were remeasured to fair value and converted to equivalent number of Class B
common stock warrants. The Company reclassified the convertible preferred stock warrant liability to
additional paid-in capital upon the conversion. Refer to Note 10, Common Stock and Common Stock
Warrants for more details on common stock warrants.

10. Common Stock and Common Stock Warrants

Each share of Class A common stock is entitled to one vote per share. Each share of Class B
common stock is entitled to ten votes per share and is convertible at any time into one share of Class A
common stock.

Immediately prior to the completion of the IPO, 65,970,938 shares of the convertible preferred stock
converted to an equivalent number of shares of Class B common stock and 164,973 shares of the
convertible preferred stock warrants were converted to an equivalent number of Class B common stock
warrants.

On August 2, 2021, the Company completed a follow-on public offering of Class A common stock at a

price of $24.25 per share. The Company issued and sold 2,000,000 shares of Class A common stock.
The aggregate net proceeds were $45.5 million after deducting $3.3 million of underwriting discounts and
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commissions and offering costs. The selling stockholders sold 5,388,024 shares of Class A common
stock (including 963,655 shares that were offered and sold pursuant to the full exercise of the
underwriters’ option to purchase additional shares), which were converted from Class B common stock.
The Company did not receive any of the proceeds from the sale of the Class A common stock by the
selling stockholders.

During the year ended December 31, 2021, the Company issued 128,643 shares of Class B common
stock through cashless net exercises of the entire 164,973 shares underlying Class B common stock
warrants. No Class B common stock warrants were outstanding as of December 31, 2021.

The table below summarizes the Class A common stock and Class B common stock issued and
outstanding:

As of December 31, 2021

Authorized Issued and Outstanding

(in thousands)
Common stock Class A 1,000,000 57,779
Common stock Class B 120,000 40,656
Total common stock 1,120,000 98,435

The Company had reserved shares of common stock for issuance, on an as-converted basis, as
follows:

As of December 31,

2021 2020
(in thousands)

Outstanding stock options 19,440 22,775
Shares available for future grants 10,668 202
Employee stock plan purchases 2,917 —
Restricted stock units outstanding 1,271 —
Delayed share issuance related to acquisition 131 —
Convertible preferred stock — 65,971
Outstanding convertible preferred stock warrants — 149

Total 34,427 89,097

11. Stock-Based Compensation Plans
2010 Stock Incentive Plan

In 2010, the Company adopted the Second Amended and Restated 2010 Stock Plan (2010 Plan”),
and amended the 2010 Plan in 2011. The 2010 Plan provides for the grant of stock awards to employees,
consultants and directors of the Company. Options granted under the 2010 Plan may either be Incentive
Stock Options (“ISOs”) or Nonstatutory Stock Options (“NSOs”). ISOs may be granted to Company
employees only, while stock awards other than ISOs may be granted to employees, directors and
consultants. In 2020, the board of directors authorized an additional 6.5 million shares for the 2010 Plan.
In 2021, the board of directors authorized an additional 1.0 million shares for the 2010 Plan.

Stock awards under the 2010 Plan may be granted with terms of up to 10 years and at prices
determined by the board of directors, provided, however, that (i) the exercise price of an ISO or NSO shall
not be less than 100% of the estimated fair value of the shares on the date of the grant, and (ii) the
exercise price of an ISO granted to a 10% or more stockholder shall not be less than 110% of the
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estimated fair value of the shares on the grant date. The options generally vest over a four-year period.
For certain options, vesting accelerates upon the occurrence of specified events, such as a change of
control.

IPO Options Under the 2010 Plan

In August 2020, the Company’s board of directors approved stock options for 3,588,535 common
shares to be granted to certain officers and employees with an exercise price of $2.05 per share. 50% of
the options granted vest over a four-year period commencing on the effective date of the IPO. The
remaining 50% of the options granted vest over a four-year period commencing on the one-year
anniversary of the IPO. As these stock options vest upon the satisfaction of both a time-based condition
and a performance condition, the fair value of these stock options of $6.7 million, in aggregate, will be
recognized as compensation expense over the requisite service period using the accelerated attribution
method. In the year ended on December 31, 2021, $3.2 million was recognized as compensation
expense from stock options subject to these performance conditions.

2021 Stock Option and Incentive Plan

In February 2021, in connection with the IPO, the Company’s board of directors adopted the 2021
Stock Option and Incentive Plan (“2021 Plan”) to replace the 2010 Plan, which was subsequently
approved by the Company’s stockholders in March 2021. The 2021 Plan became effective on March 24,
2021.

As of December 31, 2021, no stock options were granted under the 2021 Plan. As of December 31,
2021, 1,436,451 restricted stock units were granted under the 2021 Plan.

Stock option activity under the 2010 Plan, as amended is as follows:

Options Number of Weighted-
Available Options Weighted- Average Aggregate
for Grant Outstanding Average Remaining Intrinsic Value
(in (in Exercise Price  Contractual (in
thousands) thousands) Per Share Life (years) thousands)
Balances at December 31, 2020 202 22,775 $ 1.81 7.36 $ 107,696
Options authorized 1,000 —
Options granted (924) 924 $ 6.54
Options exercised — (3,480) $ 1.51
Options forfeited and expired 172 (779) $ 2.57
Transferred to 2021 Plan (450) —
Balances at December 31, 2021 — 19,440 $ 2.06 6.29 $ 208,042
Options outstanding and exercisable —
December 31, 2021 11434 $ 1.81 527 $ 125,242

The aggregated intrinsic value represents the difference between the exercise price and the fair value
of common stock. The aggregate intrinsic value of all options exercised was $53.8 million, $2.9 million
and $0.9 million during the years ended December 31, 2021, 2020 and 2019, respectively. The weighted
average grant date fair value of options granted was $6.66, $1.72 and $1.38 during the years ended
December 31, 2021, 2020 and 2019, respectively.

The Company records stock-based awards at fair value as of the grant date, using the Black
Scholes option pricing model. The fair value of stock options granted were estimated using the following
range of assumptions:
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Year Ended December 31,

20210 2020™ 2019
Expected term (in years) 5.00 - 10.00 5.00-10.00 5.55-6.25
Expected volatility 59.4%-61.8% 46.9%-54.9%  45.5% — 47.8%
Average risk-free rate 0.44%-1.10% 0.28%-1.55%  1.52% — 2.44%

Dividend yield — — —

(1) Assumptions include non-employee options after adoption of ASU 2018-07 as of January 1, 2020.
Each of these inputs is subjective and generally requires significant judgment.

Fair Value of Common Stock —Historically, for all periods prior to the IPO in March 2021, the fair
value of the shares of common stock has historically been determined by the Company’s board of
directors as there was no public market for the common stock. The board of directors determines the
fair value of our common stock by considering a number of objective and subjective factors, including:
the valuation of comparable companies, sales of preferred stock to unrelated third parties, our
operating and financial performance, the lack of liquidity of common stock and general and industry
specific economic outlook, amongst other factors. After the completion of the IPO in March 2021, the
fair value of each share of underlying common stock is based on the closing price of the Company’s
common stock as reported on the date of grant on the Nasdaqg Global Select Market.

Expected Term —The expected term represents the period that the Company’s stock options are
expected to be outstanding and is determined using the simplified method (based on the mid-point
between the vesting date and the end of the contractual term) as the Company has concluded that its
stock option exercise history does not provide a reasonable basis upon which to estimate expected
term.

Volatility — Because the Company does not have sufficient trading history for its common stock, the
expected volatility was estimated based on the average volatility for comparable publicly-traded
companies, over a period equal to the expected term of the stock option grants.

Risk-free Rate —The risk-free rate assumption is based on the U.S. Treasury zero coupon issues in
effect at the time of grant for periods corresponding with the expected term of the option.

Dividends —The Company has never paid dividends on its common stock and does not anticipate
paying dividends on common stock. Therefore, the Company uses an expected dividend yield of
zero.

2021 Employee Stock Purchase Plan

In February 2021, the Company’s board of directors adopted the Employee Stock Purchase Plan
(“ESPP”), which was subsequently approved by the stockholders in March 2021. The ESPP became
effective on March 24, 2021. The first offering period began on March 25, 2021, and there was
$0.5 million in stock-based compensation related to the ESPP for the year ended December 31, 2021.

The Company used the following assumptions to estimate the fair value of stock offered under the
ESPP for the years ended December 31, 2021:

F-30



Table of Contents

Year Ended December 31,

2021
Expected term (in years) 0.50 - 0.68
Expected volatility 60.65% - 71.25%
Average risk-free rate 0.05% - 0.10%
Dividend yield —
Weighted average fair value of purchase rights $5.28
Restricted Stock Units

The Company issues service-based and performance-based RSUs to employees. The RSUs
automatically convert to shares of the Company’s common stock on a one-for-one basis as the awards
vest. RSUs granted to newly hired employees typically vest 25% annually over 4 years commencing on
the date of grant. The RSUs are measured at grant date fair value, at the market price of the Company’s
common stock on the grant date. The Company records stock-based compensation expense related to
the RSUs ratably over the employee respective requisite service period.

The following table summarizes RSUs excluding RSUs with performance-based vesting conditions
(“PSUs”) activity under the 2021 Plan:

Shares V‘\A?’iggtgg- %'3:_2;3 - Aggregate

(in Grant-Date Remaining Intrinsic Value

thousands) Fair Value Eggt(r;:;g:)l (in thousands)
Outstanding at December 31, 2020 — $ —
Granted 1,405 $ 18.92
Vested (84) $ 20.21
Forfeited and cancelled (81) $ 19.83

Outstanding at December 31, 2021 1,240 1.77 $ 15,813

Stock-based Compensation

Total stock-based compensation expense by department is as follows (in thousands):

Year Ended December 31,

2021 2020 2019
Operations, product and technology $ 4241 § 3,739 § 3,877
Marketing 1,405 1,067 1,018
Sales, general and administrative 7,313 2,530 2,783
Total stock-based compensation expense $ 12,959 $ 7,336 $ 7,678

Stock-based compensation costs capitalized as part of internal-use software was $0.3 million during
the year ended December 31, 2021. No such costs were capitalized during the years ended December
31, 2020 and 2019.

As of December 31, 2021, there was $11.9 million of total unrecognized stock-based compensation
related to outstanding stock options, which will be recognized over a weighted average period of 1.85
years.

As of December 31, 2021, the Company had $21.3 million unrecognized stock-based compensation
related to RSUs excluding PSUs, which will be recognized over the weighted average remaining requisite
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service period of 3.37 years. The total fair value of RSUs excluding PSUs that vested for the years ended
2021 and 2020 was $1.7 million and zero, respectively.

As of December 31, 2021, there was $0.3 million of total unrecognized stock-based compensation on
ESPP, which will be recognized over a weighted average period of 0.4 years.

Commitments and Contingencies
Noncancellable Purchase Commitments

As of December 31, 2021, the Company has non-cancelable contractual commitments of
$17.0 million for software, construction and other services in the ordinary course of business with varying
expiration terms through 2025. As of December 31, 2021, the future minimum payments under these
arrangements were as follows (in thousands):

Purchase

Commitments
2022 $ 11,902
2023 3,134
2024 1,026
2025 939
2026 —
Thereafter —
Total future minimum payments $ 17,001

Legal Contingencies

The Company is subject to litigation claims and assessments from time to time in the ordinary course
of business. The Company’s management does not believe that any such matters, individually or in the

aggregate, will have a material adverse effect on the Company’s business, financial condition, results of
operations or cash flows.

Indemnifications

In the normal course of business, the Company enters into contracts and agreements that contain a
variety of representations and warranties and provide for general indemnification. The Company’s
exposure under these agreements is unknown because it involves claims that may be made against the
Company in the future, but that have not yet been made.

Retirement Plan

In 2010, the Company sponsored a defined-contribution savings plan under Section 401(k) of the
Internal Revenue Code (the “401(k) Plan”). The 401(k) Plan covers all United States employees who
meet defined minimum age and service requirements and allows participants to defer a portion of their
annual compensation on a pretax basis. For the years ended December 31, 2021, 2020 and 2019, no
employer contributions were made to the 401(k) Plan.

Income Taxes

The Company had no federal or foreign provision for income taxes as the Company has incurred
operating losses since inception. The Company has U.S. pre-tax book loss of $61.9 million and foreign
pre-tax book loss of $1.2 million for the year ended December 31, 2021. The Company’s state tax
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provision, which was current, was $80,000 and $56,000 for the years ended December 31, 2021 and
2020, respectively.

The Company’s effective tax rate, as a percentage of pretax income, differs from the statutory federal
rate primarily due to the valuation allowance that the Company records on its deferred tax assets as
management believes it is more likely than not that the deferred tax assets will not be fully realized.

The reconciliation of the federal statutory income tax provision for the Company’s effective income tax
provision (in thousands):

Year Ended December 31,

2021 2020
Tax at federal statutory rate $ (13,250) $ (10,042)
State taxes, net of federal effect 63 42
Non-deductible expenses 156 67
Foreign tax rate differential 259 —
Stock based compensation (3,086) 1,077
Change in valuation allowance 15,712 8,814
Other 226 98
Provision for income taxes $ 80 $ 56

The significant components of the Company’s deferred tax assets and liabilities consisted of (in
thousands):

December 31,

2021 2020

Deferred tax assets:

Accruals and reserves $ 2043 $ 2,472

Inventory and deferred revenue 770 690

Stock compensation 2,128 1,151

Other 1,417 670

Net operating loss carryforwards 75,804 53,550
Gross deferred tax assets 82,162 58,533

Less: valuation allowance (75,348) (56,581)
Total deferred tax assets 6,814 1,952
Deferred tax liabilities:

Fixed assets (4,876) (1,952)

Intangibles (1,938) —
Gross deferred tax liabilities (6,814) (1,952)
Net deferred tax assets $ — —

Deferred income taxes reflect the net tax effects of (a) temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes, and (b) operating losses and tax credit carryforwards. Net deferred tax assets consist primarily
of net operating losses of approximately $75.8 million as of December 31, 2021 and $53.6 million as of
2020 related to U.S. federal and state taxes. A valuation allowance is provided when it is more likely than
not that the deferred tax assets will not be realized. The Company has established a valuation allowance
to offset deferred tax assets as of December 31, 2021 and 2020 due to the uncertainty of realizing future
benefits from its net operating loss carryforwards and other deferred tax assets. The valuation allowance
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increased by approximately $18.8 million and $10.5 million in the years ended December 31, 2021 and
2020, respectively.

Federal and state, and foreign net operating loss carryforwards of approximately $297.7 million,
$203.2 million and $12.0 million, respectively, for income tax purposes are available to offset future
taxable income as of December 31, 2021. $189.4 million of the U.S. federal net operating losses can be
carried forward indefinitely and are available to offset 80% of future taxable income. If not used, these
carryforwards will begin to expire in varying amounts beginning in 2030.

The Tax Reform Act of 1986 and similar California legislation impose substantial restrictions on the
utilization of net operating losses and tax credit carryforwards in the event that there is a change in
ownership as provided by Section 382 and Section 383 of the Internal Revenue Code and similar state
provisions. Such a limitation could result in the limitation and/or expiration of the net operating loss
carryforwards and tax credits before utilization, which could result in increased future tax liabilities when
the Company becomes taxable for federal or state purposes. While the Company has experienced an
ownership change since its inception, an immaterial amount of net operating losses or tax credits has
been limited as of December 31, 2021.

The Company has no uncertain tax positions, and the Company’s policy is to recognize interest
expense and penalties related to income tax matters as a component of income tax expense. There was
no accrued interest and penalties associated with uncertain tax positions as of December 31, 2021 and
2020.

The Company’s tax years 2010 through current will remain open for examination by the federal and
state authorities for three and four years, respectively, from the date of utilization of any net operating loss
credits. The Company is not currently under examination by income tax authorities in federal, state or
other jurisdictions.

15. Net Loss Per Share Attributable to Common Stockholders

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

As of December 31,

2021 2020 2019
(in thousands)
Outstanding stock options 19,440 22,775 17,985
Restricted stock units 1,271 — —
Delayed share issuance related to acquisition 130 — —
Employee stock purchase plan 17 — —
Convertible preferred stock — 65,971 65,928
Outstanding convertible preferred stock warrants — 149 171
Total 20,858 88,895 84,084
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