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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements

COSTAR GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)
(unaudited)

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015

Revenues                                                                          $ 206,869  $ 170,657  $ 406,608  $ 329,677
Cost of revenues                                                                          42,679  44,634  85,579  90,030
Gross margin                                                                          164,190  126,023  321,029  239,647

        

Operating expenses:        
Selling and marketing                                                                       80,468  92,434  155,672  161,912
Software development                                                                       19,547  16,844  37,182  31,992
General and administrative                                                                       30,227  29,909  57,703  55,272
Purchase amortization                                                                       5,829  6,965  12,052  14,107

 136,071  146,152  262,609  263,283
Income (loss) from
operations                                                                          28,119  (20,129)  58,420  (23,636)
Interest and other income 159  137  243  431
Interest and other expense (2,455)  (2,354)  (4,964)  (4,697)
Income (loss) before income
taxes                                                                          25,823  (22,346)  53,699  (27,902)
Income tax expense (benefit),
net                                                                          10,247  (7,380)  21,402  (6,809)

Net income (loss)                                                             $ 15,576  $ (14,966)  $ 32,297  $ (21,093)

        

Net income (loss) per share —
basic                                                                          $ 0.48  $ (0.47)  $ 1.01  $ (0.66)
Net income (loss) per share —
diluted                                                                          $ 0.48  $ (0.47)  $ 1.00  $ (0.66)

        

Weighted average outstanding shares —
basic                                                                          32,186  31,991  32,135  31,911

Weighted average outstanding shares — diluted 32,448  31,991  32,415  31,911

See accompanying notes.
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COSTAR GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)
(unaudited)

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015

Net income (loss) $ 15,576  $ (14,966)  $ 32,297  $ (21,093)
Other comprehensive income (loss), net of tax        

Foreign currency translation adjustment (1,925)  1,507  (2,458)  246

Net decrease in unrealized loss on investments —  80  229  248
Total other comprehensive income (loss) (1,925)  1,587  (2,229)  494

Total comprehensive income (loss) $ 13,651  $ (13,379)  $ 30,068  $ (20,599)

See accompanying notes.
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COSTAR GROUP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands)

 
June 30, 

2016  
December 31, 

2015
ASSETS (unaudited)   

Current assets:    
Cash and cash equivalents $ 464,151  $ 421,818
Short-term investments 1,130  —
Accounts receivable, net of allowance for doubtful accounts of approximately
    $8,588 and $7,478 as of June 30, 2016 and December 31, 2015, respectively 45,890  40,276
Income tax receivable 154  430
Prepaid expenses and other current assets 12,894  10,209

Total current assets 524,219  472,733
    

Long-term investments 9,906  15,507
Deferred income taxes, net 8,581  9,107
Property and equipment, net 86,508  88,311
Goodwill 1,256,940  1,252,945
Intangible assets, net 218,501  238,318
Deposits and other assets 2,579  2,650

Total assets $ 2,107,234  $ 2,079,571

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Current portion of long-term debt $ 11,812  $ 16,746
Accounts payable 14,038  9,673
Accrued wages and commissions 22,349  31,045
Accrued expenses 38,568  31,469
Deferred gain on the sale of building 2,523  2,523
Deferred rent 2,278  1,687
Deferred revenue 41,262  42,138

Total current liabilities 132,830  135,281
    

Long-term debt, less current portion 324,910  338,366
Deferred gain on the sale of building 19,977  21,239
Deferred rent 29,238  29,628
Deferred income taxes, net 7,533  4,585
Income taxes payable 6,805  6,692
Total liabilities 521,293  535,791

    

Total stockholders’ equity 1,585,941  1,543,780

Total liabilities and stockholders’ equity $ 2,107,234  $ 2,079,571
See accompanying notes.
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COSTAR GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

 
Six Months Ended

June 30,
 2016  2015
Operating activities:    
Net income (loss) $ 32,297  $ (21,093)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:    

Depreciation 11,257  9,184
Amortization 23,704  27,303
Amortization of debt issuance costs 1,610  1,656
Impairment loss —  2,778
Excess tax benefit from stock-based compensation (4,330)  (7,552)
Stock-based compensation expense 17,670  15,857
Deferred income tax expense (benefit), net 3,474  (15,784)
Provision for losses on accounts receivable 5,108  3,550

Changes in operating assets and liabilities, net of acquisitions:    
Accounts receivable (10,868)  (14,650)
Prepaid expenses and other current assets (2,616)  (723)
Deposits and other assets 482  109
Accounts payable and other liabilities 4,956  25,812
Deferred revenue (380)  509

Net cash provided by operating activities 82,364  26,956

Investing activities:    
Proceeds from sale and settlement of investments 4,700  1,350
Purchases of property and equipment and other assets (7,394)  (17,930)
Acquisitions, net of cash acquired (10,795)  (172,667)

Net cash used in investing activities (13,489)  (189,247)

Financing activities:    
Payments of long-term debt (20,000)  (10,000)
Excess tax benefit from stock-based compensation 4,330  7,552
Repurchase of restricted stock to satisfy tax withholding obligations (13,967)  (15,373)
Proceeds from exercise of stock options and employee stock purchase plan 3,837  4,704

Net cash used in financing activities (25,800)  (13,117)

Effect of foreign currency exchange rates on cash and cash equivalents (742)  177
Net increase (decrease) in cash and cash equivalents 42,333  (175,231)
Cash and cash equivalents at the beginning of period 421,818  527,012

Cash and cash equivalents at the end of period $ 464,151  $ 351,781
See accompanying notes.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1. ORGANIZATION

CoStar Group, Inc. (the “Company” or “CoStar”) provides information, analytics and online marketplace services to the commercial real estate and
related business community through its comprehensive, proprietary database of commercial real estate information covering the United States (“U.S.”), and
parts of the United Kingdom (“U.K.”), Canada, Spain, Germany and France. The Company provides online marketplaces for commercial real estate,
apartment rentals, lands for sale and businesses for sale. The Company operates within two operating segments, North America and International, and its
services are typically distributed to its clients under subscription-based license agreements that renew automatically, a majority of which have a term of one
year.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The condensed consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All intercompany balances and
transactions have been eliminated in consolidation. Accounting policies are consistent for each operating segment.

Interim Financial Statements

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in accordance with U.S. generally
accepted accounting principles (“GAAP”) for interim financial information. In the opinion of the Company’s management, the financial statements reflect all
adjustments necessary to present fairly the Company’s financial position at June 30, 2016 and December 31, 2015, the results of its operations for the three
and six months ended June 30, 2016 and 2015, its comprehensive income (loss) for the three and six months ended June 30, 2016 and 2015, and its cash flows
for the six months ended June 30, 2016 and 2015. These adjustments are of a normal recurring nature.

Certain notes and other information have been condensed or omitted from the interim financial statements presented in this Quarterly Report on Form 10-
Q. Therefore, these financial statements should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31,
2015.

The results of operations for the three and six months ended June 30, 2016 are not necessarily indicative of future financial results.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. On an ongoing basis, the Company evaluates its estimates and assumptions, including those
related to revenue recognition, allowance for doubtful accounts, useful lives of property and equipment and intangible assets, recoverability of long-lived
assets and intangible assets with definite lives, goodwill, income taxes, fair value of equity instruments, fair value of auction rate securities, accounting for
business combinations and contingencies, among others. The Company bases these estimates on historical and anticipated results, trends, and various other
assumptions that it believes are reasonable, including assumptions as to future events. These estimates form the basis for making judgments about the
carrying values of assets and liabilities and recorded revenue and expenses. Actual results could differ from these estimates.

Advertising Costs

The Company expenses advertising costs as incurred. Advertising costs include e-commerce, television, radio, print and other media advertising.
Advertising costs were approximately $34 million and $44 million for the three months ended June 30, 2016 and 2015, respectively. Advertising costs were
approximately $68 million and $79 million for the six months ended June 30, 2016 and 2015, respectively.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

Foreign Currency Translation

The Company’s functional currency in its foreign locations is the local currency. Assets and liabilities are translated into U.S. dollars using the exchange
rates as of the balance sheet dates. Revenues, expenses, gains and losses are translated at the average exchange rates in effect during each period. Gains and
losses resulting from translation are included in accumulated other comprehensive loss. Net gains or losses resulting from foreign currency exchange
transactions are included in the condensed consolidated statements of operations. There were no material gains or losses from foreign currency exchange
transactions for the three and six months ended June 30, 2016 and 2015.

Accumulated Other Comprehensive Loss

The components of accumulated other comprehensive loss were as follows (in thousands):

 
June 30, 

2016  
December 31, 

2015
Foreign currency translation adjustment $ (9,617)  $ (7,159)
Accumulated net unrealized loss on investments, net of tax (206)  (435)

Total accumulated other comprehensive loss $ (9,823)  $ (7,594)

There were no amounts reclassified out of accumulated other comprehensive loss to the condensed consolidated statements of operations for the three
and six months ended June 30, 2016 and 2015.

Net Income (Loss) Per Share

Net income (loss) per share is computed by dividing net income (loss) by the weighted average number of common shares outstanding during the period
on a basic and diluted basis. The Company’s potentially dilutive securities include stock options and restricted stock. Diluted net income (loss) per share
considers the impact of potentially dilutive securities except in periods in which there is a net loss, as the inclusion of the potentially dilutive common shares
would have an anti-dilutive effect.

The following table sets forth the calculation of basic and diluted net income (loss) per share (in thousands, except per share data):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,

 
Numerator:

2016  2015  2016  2015
 

Net income (loss) $ 15,576  $ (14,966)  $ 32,297  $ (21,093)

Denominator:        
Denominator for basic net income (loss) per share — weighted-average
outstanding shares 32,186  31,991  32,135  31,911

Effect of dilutive securities:        
Stock options and restricted stock 262  —  280  —
Denominator for diluted net income (loss) per share — weighted-
average outstanding shares 32,448  31,991  32,415  31,911

        
Net income (loss) per share — basic $ 0.48  $ (0.47)  $ 1.01  $ (0.66)

Net income (loss) per share — diluted $ 0.48  $ (0.47)  $ 1.00  $ (0.66)
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

Net Income (Loss) Per Share — (Continued)

Stock options to purchase approximately 227,000 and 231,000 shares that were outstanding for the three and six months ended June 30, 2016,
respectively, were not included in the computation of diluted net income per share because the inclusion would have an anti-dilutive effect. The Company did
not consider the impact of potentially dilutive securities for the three and six months ended June 30, 2015 when calculating the diluted net loss per share
because the inclusion of the potentially dilutive common shares would have an anti-dilutive effect. Shares underlying restricted common stock awards and
restricted stock units that vest based on Company performance and/or service conditions that have not been achieved as of the end of the period are not
included in the computation of basic or diluted earnings per share. The following table summarizes the shares underlying the performance-based restricted
stock awards and service-based restricted stock units excluded from the basic and diluted calculation (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Performance-based restricted stock awards 72  55  72  55
Service-based restricted stock units 1  1  1  1

Total shares excluded from computation 73  56  73  56

Stock-Based Compensation

Equity instruments issued in exchange for employee services are accounted for using a fair-value based method and the fair value of such equity
instruments is recognized as expense in the condensed consolidated statements of operations.

Stock-based compensation expense is measured at the grant date of the stock-based awards that vest over set time periods based on their fair values, and
is recognized on a straight line basis as expense over the vesting periods of the awards, net of an estimated forfeiture rate. For equity instruments that vest
based on performance, the Company assesses the probability of the achievement of the performance conditions at the end of each reporting period, or more
frequently based upon the occurrence of events that may change the probability of whether the performance conditions would be met. If the Company's initial
estimates of the achievement of the performance conditions change, the related stock-based compensation expense and timing of recognition may fluctuate
from period to period based on those estimates. For equity instruments that vest based on a performance condition and a market condition, the Company
estimates the fair value of each equity instrument granted on the date of grant using a Monte-Carlo simulation model. This pricing model uses multiple
simulations to evaluate the probability of achieving the market condition to calculate the fair value of the awards. Stock-based compensation expense is
updated based on the expected achievement of the related performance conditions at the end of each reporting period. If the performance conditions are not
met, no stock-based compensation expense will be recognized, and any previously recognized stock-based compensation expense will be reversed.

Cash flows resulting from excess tax benefits are classified as part of cash flows from operating and financing activities. Excess tax benefits represent tax
benefits for stock-based compensation in excess of the associated deferred tax asset for such equity compensation recorded as an increase to stockholders'
equity. Net cash proceeds from the exercise of stock options and the purchase of shares under the Employee Stock Purchase Plan (“ESPP”) were
approximately $3 million and $649,000 for the three months ended June 30, 2016 and 2015, respectively. Net cash proceeds from the exercise of stock
options and the purchase of shares under the ESPP were approximately $4 million and $5 million for the six months ended June 30, 2016 and 2015,
respectively. The Company realized approximately $4 million and $5 million of excess tax benefits from stock options exercised and restricted stock awards
vested during the three months ended June 30, 2016 and 2015, respectively. The Company realized approximately $4 million and $8 million of excess tax
benefits from stock options exercised and restricted stock awards vested during the six months ended June 30, 2016 and 2015, respectively.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

Stock-Based Compensation — (Continued)

Stock-based compensation expense for stock options and restricted stock issued under equity incentive plans and stock purchases under the ESPP
included in the Company’s results of operations were as follows (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Cost of revenues $ 1,432  $ 1,339  $ 2,813  $ 2,709
Selling and marketing 1,733  1,202  3,244  2,184
Software development 1,684  1,446  3,218  2,716
General and administrative 4,490  4,428  8,395  8,248

Total stock-based compensation $ 9,339  $ 8,415  $ 17,670  $ 15,857
 

Options to purchase 16,211 and 2,617 shares were exercised during the three months ended June 30, 2016 and 2015, respectively. Options to purchase
20,711 and 41,068 shares were exercised during the six months ended June 30, 2016 and 2015, respectively.

Debt Issuance Costs

Costs incurred in connection with the issuance of long-term debt are capitalized and amortized as interest expense over the term of the related debt using
the effective interest method. These amounts are reflected in the consolidated balance sheets as direct deductions from a combination of the current and long-
term portions of debt. Upon a refinancing, previously capitalized debt issuance costs are expensed and included in loss on extinguishment of debt if the
Company determines that there has been a substantial modification of the related debt. If the Company determines that there has not been a substantial
modification of the related debt, any previously capitalized debt issuance costs are amortized as interest expense over the term of the new debt instrument
using the effective interest method. The Company had capitalized debt issuance costs, net of amortization, of approximately $8 million and $10 million as of
June 30, 2016 and December 31, 2015, respectively. The debt issuance costs are associated with the financing commitment received from JPMorgan Chase
Bank, N.A. (“J.P. Morgan Bank”) on April 27, 2011, the subsequent term loan facility and revolving credit facility established under a credit agreement dated
February 16, 2012 (the “2012 Credit Agreement”), the financing commitment received from J.P. Morgan Bank, Bank of America, N.A., SunTrust Bank and
Wells Fargo Bank, National Association on February 28, 2014, and the subsequent term loan facility and revolving credit facility established under a credit
agreement dated April 1, 2014 (the “2014 Credit Agreement”). See Note 8 for additional information regarding the term loan facility and revolving credit
facility. The Company amortized debt issuance costs of approximately $799,000 and $829,000 for the three months ended June 30, 2016 and 2015,
respectively. The Company amortized debt issuance costs of approximately $2 million for each of the six months ended June 30, 2016 and 2015.

Business Combinations

The Company allocates the purchase consideration to the tangible assets acquired, liabilities assumed and intangible assets acquired based on their
estimated fair values. The excess of the fair value of purchase consideration over the fair values of these identifiable assets and liabilities is recorded as
goodwill. Such valuations require management to make significant estimates and assumptions, especially with respect to intangible assets. Significant
estimates in valuing certain intangible assets include, but are not limited to, future expected cash flows from acquired customer bases, acquired database
technology, and acquired trade names from a market participant's perspective, useful lives and discount rates. During the measurement period, the Company
may record adjustments to the assets acquired and liabilities assumed. Any adjustments to provisional amounts that are identified during the measurement
period are recorded in the reporting period in which the adjustment amounts are determined. Upon the conclusion of the measurement period, any subsequent
adjustments are recorded to earnings. See Note 3 for additional information regarding the Company's recent business combinations.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

Recent Accounting Pronouncements

There have been no developments to the Recent Accounting Pronouncements discussion included in the Company’s Annual Report on Form 10-K for the
year ended December 31, 2015, including the expected dates of adoption and estimated effects on the Company’s condensed consolidated financial
statements, except for the following:

In May 2014, the Financial Accounting Standards Board (“FASB”) and International Accounting Standards Board (“IASB”) jointly issued a new revenue
recognition standard that is designed to improve financial reporting by creating common recognition guidance for U.S. GAAP and International Financial
Reporting Standards (“IFRS”). This guidance provides a robust framework for addressing revenue issues, improves the comparability of revenue recognition
practices across industries, provides useful information to users of financial statements through improved disclosure requirements and simplifies the
presentation of financial statements. The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. From
March to May of 2016, amendments to the new revenue recognition standard were issued to clarify numerous accounting topics, including, but not limited to
(i) the implementation guidance on principal versus agent considerations, (ii) the identification of performance obligations, (iii) the licensing implementation
guidance, (iv) the objective of the collectibility criterion and (v) the application of the variable consideration guidance and modified retrospective transition
method. This guidance permits the use of either a full retrospective method or a modified retrospective approach. The modified retrospective approach would
be applied only to the most current period presented along with a cumulative-effect adjustment at the date of adoption. This guidance will be effective for
annual reporting periods beginning after December 15, 2017, although companies may adopt the standard as early as annual reporting periods beginning after
December 15, 2016, including interim periods within that reporting period. The Company has not yet determined when it will adopt the standard or selected a
transition method and is currently evaluating the impact this guidance will have on its financial statements.

In February 2016, the FASB issued authoritative lease guidance to increase transparency and comparability among organizations. The guidance requires a
company to recognize lease assets and lease liabilities on the balance sheet as well as disclose key information about leasing arrangements. This guidance is
effective on a modified retrospective basis for annual reporting periods beginning after December 15, 2018, including interim periods within that reporting
period. Early application is permitted. The Company is currently evaluating the impact this guidance will have on its financial statements and related
disclosures.

In March 2016, the FASB issued authoritative guidance to simplify several aspects of the accounting for share-based payment transactions, including the
income tax consequences, classification of awards as either equity or liabilities, and classification of share-based payment transactions on the statement of
cash flows. The guidance requires a company to (i) recognize all excess tax benefits and tax deficiencies as income tax expense or benefit in the statement of
operations using a prospective transition method, (ii) recognize excess tax benefits in the current period regardless of whether the benefit reduces taxes
payable using a modified retrospective transition method, and (iii) classify all excess tax benefits as operating activities within the statement of cash flows
using either a prospective transition method or a retrospective transition method. The guidance also allows a company to (i) elect whether to estimate the
number of awards expected to vest or account for forfeitures when they occur, and (ii) withhold up to the maximum statutory tax rate in the applicable
jurisdiction for awards, both of which should be applied using a modified retrospective transition method. Finally, the guidance requires a company to classify
the cash paid by an employer when directly withholding shares for tax withholding purposes as a financing activity within the statement of cash flows using a
retrospective transition method. This guidance is effective for annual reporting periods beginning after December 15, 2016, including interim periods within
that reporting period. Early application is permitted. The Company is currently evaluating the impact this guidance will have on its financial statements and
related disclosures.

In June 2016, the FASB issued authoritative guidance designed to provide financial statement users with more information about the expected credit
losses on financial instruments and other commitments to extend credit held by a reporting entity at each reporting date. When determining such expected
credit losses, the guidance requires companies to apply a methodology that reflects expected credit losses and requires consideration of a broader range of
reasonable and supportable information to inform credit loss estimates. This guidance is effective on a modified retrospective basis for annual reporting
periods beginning after December 15, 2019, including interim periods within that reporting period. Companies may adopt the standard as early as annual
reporting periods beginning after December 15, 2018. The Company is currently evaluating the impact this guidance will have on its financial statements and
related disclosures.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

3. ACQUISITION

Apartment Finder

Pursuant to the definitive agreement and plan of merger with Network Communications, Inc. (“NCI”) dated April 27, 2015 (the “Merger Agreement”),
on June 1, 2015, the Company acquired 100% of the outstanding stock of NCI and the related Apartment Finder business (collectively referred to as
“Apartment Finder”) from the former stockholders of NCI. Apartment Finder provides lead generation, advertising and Internet marketing solutions to
property managers and owners through its main service, ApartmentFinder.comTM. The acquisition furthered the Company's expansion into the multifamily
vertical.

In consideration for the purchase of Apartment Finder, on June 1, 2015, the Company paid $173 million in cash, including an estimated $3 million in
connection with a preliminary adjustment for net working capital as of the closing date. Pursuant to the terms of the Merger Agreement, the purchase price
was increased by approximately $21,000 following the final determination of the net working capital of NCI as of the closing date, and this amount was paid
to NCI in the third quarter of 2015.

The Company applied the acquisition method to account for the Apartment Finder transaction, which requires that, among other things, assets acquired
and liabilities assumed be recorded at their fair values as of the acquisition date. The following table summarizes the amounts for acquired assets and
liabilities recorded at their fair values as of the acquisition date (in thousands):

Cash and cash equivalents $ 39
Accounts receivable 4,556
Goodwill 107,692
Acquired trade names and other intangible assets 23,642
Acquired customer base 21,856
Acquired database technology 4,076
Acquired building photography 2,425
Deferred income taxes, net 9,290
Other assets and liabilities (849)

Fair value of identifiable net assets acquired $ 172,727

The net assets of Apartment Finder were recorded at their estimated fair value. In valuing acquired assets and liabilities, fair value estimates were based
on, but were not limited to, future expected cash flows, market rate assumptions for contractual obligations, and appropriate discount rates.

The acquired customer base for the acquisition consisted of three distinct intangible assets, is composed of acquired customer contracts and the related
customer relationships, and has a weighted average estimated useful life of ten years. The acquired database technology had an estimated useful life of five
months due to the Company's intent to replace the acquired database technology in 2015, which it did in December of 2015. The acquired trade names and
other intangible assets have a weighted average estimated useful life of nine years. The acquired building photography had an estimated useful life of five
months. Amortization of the acquired customer base is recognized on an accelerated basis related to the expected economic benefit of the intangible asset,
while amortization of the acquired database technology, acquired building photography and acquired trade names and other intangible assets is recognized on
a straight-line basis over their respective estimated useful lives. Goodwill recorded in connection with this acquisition is not amortized, but is subject to
annual impairment tests. The $108 million of goodwill recorded as part of the acquisition is associated with the Company's North America operating segment.
None of the goodwill recognized is expected to be deductible for income tax purposes in future periods.

Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the future economic benefits arising
from other assets acquired that could not be individually identified and separately recognized. Specifically, the goodwill recorded as part of the Apartment
Finder acquisition includes but is not limited to: (i) the expected synergies and other benefits that the Company believes will result from combining its
operations with Apartment Finder's operations; and (ii) any intangible assets that do not qualify for separate recognition, such as the assembled workforce.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

4. INVESTMENTS

The Company determines the appropriate classification of debt and equity investments at the time of purchase and re-evaluates such designation as of
each balance sheet date. The Company considers all of its investments to be available-for-sale. The Company's investments consist of short-term and long-
term variable rate debt instruments with an auction reset feature, referred to as auction rate securities (“ARS”). Available-for-sale investments with contractual
maturities of one year or less are classified as short-term in the Company's condensed consolidated balance sheets. Investments are carried at fair value.

Scheduled maturities of investments classified as available-for-sale as of June 30, 2016 are as follows (in thousands):

Maturity  Fair Value
Due:   

July 1, 2016 — June 30, 2017  $ 1,130
July 1, 2017 — June 30, 2021  —
July 1, 2021 — June 30, 2026  —
After June 30, 2026  9,906

Available-for-sale investments  $ 11,036

The Company had no realized gains on its investments for each of the three and six months ended June 30, 2016 and 2015. The Company had no realized
losses on its investments for each of the three and six months ended June 30, 2016 and 2015. Realized gains and losses from the sale of available-for-sale
securities are determined on a specific-identification basis. 

Changes in unrealized holding gains and losses, net of the related tax effect, on available-for-sale securities are excluded from earnings and are reported
as a separate component of accumulated other comprehensive loss in stockholders’ equity until realized. A decline in market value of any available-for-sale
security below cost that is deemed to be other-than-temporary results in a reduction in carrying amount to fair value. The impairment is charged to earnings
and a new cost basis for the security is established. Dividend and interest income are recognized when earned.

As of June 30, 2016, the amortized cost basis and fair value of investments classified as available-for-sale were as follows (in thousands):

 
Amortized

Cost  

Gross
Unrealized

Gains  

Gross
 Unrealized

Losses  
Fair

Value
Auction rate securities $ 11,242  $ 687  $ (893)  $ 11,036

Available-for-sale investments $ 11,242  $ 687  $ (893)  $ 11,036

As of December 31, 2015, the amortized cost basis and fair value of investments classified as available-for-sale were as follows (in thousands):

 
Amortized

Cost  

Gross
Unrealized

Gains  

Gross
Unrealized

Losses  
Fair

Value
Auction rate securities $ 15,942  $ 610  $ (1,045)  $ 15,507

Available-for-sale investments $ 15,942  $ 610  $ (1,045)  $ 15,507

The unrealized losses on the Company’s investments as of June 30, 2016 and December 31, 2015 were generated primarily from changes in interest rates
and ARS that failed to settle at auction, due to adverse conditions in the global credit markets. The losses are considered temporary, as the contractual terms
of these investments do not permit the issuer to settle the security at a price less than the amortized cost of the investment. Because the Company does not
intend to sell these instruments and it is not more likely than not that the Company will be required to sell these instruments prior to anticipated recovery,
which may be at maturity, the Company does not consider these investments to be other-than-temporarily impaired as of June 30, 2016 and December 31,
2015. See Note 5 for further discussion of the fair value of the Company’s financial assets.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

4. INVESTMENTS — (CONTINUED)

The components of the Company’s investments in an unrealized loss position for twelve months or longer were as follows (in thousands):

 
June 30, 

2016  
December 31, 

2015

 

Aggregate
Fair

 Value  

Gross
Unrealized

Losses  

Aggregate
Fair

 Value  

Gross
Unrealized

Losses
Auction rate securities $ 9,906  $ (893)  $ 14,455  $ (1,045)

Investments in an unrealized loss position $ 9,906  $ (893)  $ 14,455  $ (1,045)

The Company did not have any investments in an unrealized loss position for less than twelve months as of June 30, 2016 and December 31, 2015.

5. FAIR VALUE

Fair value is defined as the price that would be received in the sale of an asset or paid to transfer a liability in an orderly transaction between market
participants. There is a three-tier fair value hierarchy, which categorizes the inputs used in measuring fair value. These tiers include: Level 1, defined as
observable inputs such as quoted prices in active markets for identical assets or liabilities; Level 2, defined as inputs other than quoted prices in active
markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs for which little or no market data exists, therefore
requiring an entity to develop its own assumptions.

The following table represents the Company's fair value hierarchy for its financial assets (cash, cash equivalents and investments) measured at fair value
on a recurring basis as of June 30, 2016 (in thousands):

 Level 1  Level 2  Level 3  Total
Assets:        

Cash $ 220,977  $ —  $ —  $ 220,977
Money market funds 175,227  —  —  175,227
Commercial paper 67,947  —  —  67,947
Auction rate securities —  —  11,036  11,036

Total assets measured at fair value $ 464,151  $ —  $ 11,036  $ 475,187

The following table represents the Company's fair value hierarchy for its financial assets (cash, cash equivalents and investments) measured at fair value
on a recurring basis as of December 31, 2015 (in thousands):

 Level 1  Level 2  Level 3  Total
Assets:        

Cash $ 405,597  $ —  $ —  $ 405,597
Money market funds 5,043  —  —  5,043
Commercial paper 11,178  —  —  11,178
Auction rate securities —  —  15,507  15,507

Total assets measured at fair value $ 421,818  $ —  $ 15,507  $ 437,325

The Company’s Level 3 assets consist of ARS, whose underlying assets are primarily student loan securities supported by guarantees from the Federal
Family Education Loan Program (“FFELP”) of the U.S. Department of Education.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

5. FAIR VALUE — (CONTINUED)

The following tables summarize changes in fair value of the Company’s Level 3 assets for the three and six months ended June 30, 2016 and 2015 (in
thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Balance at beginning of period $ 11,036  $ 16,669  $ 15,507  $ 17,151

Decrease in unrealized loss included in accumulated other
comprehensive loss —  80  229  248
Settlements —  (700)  (4,700)  (1,350)

Balance at end of period $ 11,036  $ 16,049  $ 11,036  $ 16,049

The following table summarizes changes in fair value of the Company’s Level 3 assets from December 31, 2014 to June 30, 2016 (in thousands):

 

Auction
Rate

Securities
Balance at December 31, 2014 $ 17,151

Decrease in unrealized loss included in accumulated other comprehensive loss 256
Settlements (1,900)

Balance at December 31, 2015 15,507
Decrease in unrealized loss included in accumulated other comprehensive loss 229
Settlements (4,700)

Balance at June 30, 2016 $ 11,036

ARS are variable rate debt instruments whose interest rates are reset approximately every 28 days. The majority of the underlying securities have
contractual maturities greater than twenty years. The ARS are recorded at fair value.

As of June 30, 2016, the Company held ARS with $12 million par value, all of which failed to settle at auction. The majority of these investments are of
high credit quality with AAA credit ratings and are primarily student loan securities supported by guarantees from the FFELP of the U.S. Department of
Education. The Company may not be able to liquidate and fully recover the carrying value of the ARS in the near term. As a result, most of these securities
are classified as long-term investments in the Company’s condensed consolidated balance sheet as of June 30, 2016. ARS with contractual maturities of one
year or less are classified as short-term investments in the Company's condensed consolidated balance sheets. See Note 4 for further discussion of the
scheduled maturities of investments classified as available-for-sale. 

While the Company continues to earn interest on its ARS investments at the contractual rate, these investments are not currently actively trading and
therefore do not currently have a readily determinable market value. The estimated fair value of the ARS no longer approximates par value. The Company
used a discounted cash flow model to determine the estimated fair value of its investment in ARS as of June 30, 2016. The assumptions used in preparing the
discounted cash flow model include estimates for interest rates, credit spreads, timing and amount of contractual cash flows, liquidity risk premiums, expected
holding periods and default risk. The Company updates the discounted cash flow model on a quarterly basis to reflect any changes in the assumptions used in
the model and settlements of ARS investments that occurred during the period.

The only significant unobservable input in the discounted cash flow model is the discount rate. The discount rate used represents the Company's estimate
of the yield expected by a market participant from the ARS investments. The weighted average discount rate used in the discounted cash flow model as of
June 30, 2016 and December 31, 2015 was approximately 5%. Selecting another discount rate within the range used in the discounted cash flow model would
not result in a significant change to the fair value of the ARS.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

5. FAIR VALUE — (CONTINUED)

Based on this assessment of fair value, as of June 30, 2016, the Company determined there was a net decline in the fair value of its ARS investments of
approximately $206,000. The decline was deemed to be a temporary impairment and recorded as an unrealized loss in accumulated other comprehensive loss
in stockholders’ equity. In addition, while a majority of the ARS are currently rated AAA, if the issuers are unable to successfully close future auctions and/or
their credit ratings deteriorate, the Company may be required to record additional unrealized losses in accumulated other comprehensive loss or an other-than-
temporary impairment charge to earnings on these investments.

Concentration of Credit Risk and Financial Instruments

The Company performs ongoing credit evaluations of its customers’ financial condition and generally does not require that its customers’ obligations to
the Company be secured. The Company maintains reserves for estimated inherent credit losses, and such losses have been within management’s expectations.
The large size and widespread nature of the Company’s customer base and the Company’s lack of dependence on any individual customer mitigates the risk
of nonpayment of the Company’s accounts receivable. The carrying amount of the accounts receivable approximates the net realizable value. The carrying
value of accounts receivable, accounts payable, accrued expenses and long-term debt approximates fair value.

6. GOODWILL

The changes in the carrying amount of goodwill by operating segment consist of the following (in thousands):

 North America  International  Total
Goodwill, December 31, 2014 $ 1,114,363  $ 24,442  $ 1,138,805

Acquisition 112,947  2,400  115,347
Effect of foreign currency translation —  (1,207)  (1,207)

Goodwill, December 31, 2015 1,227,310  25,635  1,252,945
Acquisitions 467  5,933  6,400
Effect of foreign currency translation —  (2,405)  (2,405)

Goodwill, June 30, 2016 $ 1,227,777  $ 29,163  $ 1,256,940

The Company recorded goodwill of approximately $108 million in connection with the June 1, 2015 acquisition of Apartment Finder and recorded
goodwill of approximately $2 million in connection with the July 1, 2015 acquisition of the assets of Belbex Corporate, S.L., a commercial real estate
information provider operating in Madrid, Spain. Additionally, the Company recorded goodwill of approximately $5 million during the year ended December
31, 2015 and approximately $467,000 for the six months ended June 30, 2016, in connection with the acquisition of certain assets related to the business
operations of Apartment Finder's independent distributors within various markets. Finally, the Company recorded goodwill of approximately $6 million in
connection with the May 3, 2016 acquisition of Thomas Daily GmbH (“Thomas Daily”), a commercial real estate news and information provider operating in
Freiburg, Germany. The purchase accounting for the acquisition of Thomas Daily GmbH is preliminary, subject to the completion of the accounting for
certain tax related items.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

7. INTANGIBLE ASSETS

Intangible assets consist of the following (in thousands, except amortization period data):

 
June 30, 

2016  
December 31, 

2015  

Weighted-
Average

Amortization
Period (in years)

Capitalized product development cost $ 2,275  $ 2,243  4
Accumulated amortization (2,194)  (2,172)   
Capitalized product development cost, net 81  71   
      

Building photography 17,447  17,677  4
Accumulated amortization (16,103)  (15,875)   
Building photography, net 1,344  1,802   
      

Acquired database technology 78,317  77,905  5
Accumulated amortization (66,966)  (62,818)   
Acquired database technology, net 11,351  15,087   
      

Acquired customer base 221,730  221,409  10
Accumulated amortization (140,662)  (129,782)   
Acquired customer base, net 81,068  91,627   
      

Acquired trade names and other intangible assets 153,848  153,910  13
Accumulated amortization (29,191)  (24,179)   
Acquired trade names and other intangible assets, net 124,657  129,731   
      

Intangible assets, net $ 218,501  $ 238,318   

In February 2015, as a result of the Company's product development efforts, it launched an improved Apartments.com website with a cleaner look,
information about actual rental availabilities, rents and other fees, and better search functionality. In conjunction with the launch, the Company ceased using
the database technology acquired in the acquisition of Apartments.com. The Company evaluated the acquired database technology for impairment during the
first quarter of 2015 and determined that the carrying value of the acquired database technology was impaired as the Company had ceased using the asset. The
Company recorded an impairment charge of approximately $1 million in cost of revenues in the consolidated statements of operations within the Company's
North America operating segment for the six months ended June 30, 2015.

In June 2015, following the June 1, 2015 acquisition of Apartment Finder, the Company decided to cease providing certain Apartment Finder services.
Additionally, in June 2015, the Company decided to cease development work related to a development project within Apartment Finder. The Company
evaluated the acquired customer base and acquired database technology for impairment during the second quarter of 2015 and, based on that evaluation,
determined that the customer base and database technology assets associated with the ceased services and development work were impaired as they were not
expected to provide any economic benefit to the Company. The Company recorded an impairment charge of approximately $1 million, most of which was
recorded in general and administrative expenses in the consolidated statements of operations within the Company's North America operating segment for the
six months ended June 30, 2015.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

7. INTANGIBLE ASSETS — (CONTINUED)

Intangible assets are reviewed for impairment at least annually and more frequently whenever events or changes in circumstances indicate that the
carrying value of such assets may not be recoverable. During the first quarter of 2016, the Company determined that the acquired trade names recorded in
connection with the LoopNet acquisition on April 30, 2012 should be reclassified from an indefinite-lived intangible asset to a definite-lived intangible asset
due to work being performed to integrate the backend systems of LoopNet and CoStar, which may result in a future re-branding effort if aspects of the two
services are ultimately combined. The Company estimated the fair value of the LoopNet trade names using the relief from royalty method and concluded that
no impairment existed as of March 31, 2016. The Company estimated a useful life of fifteen years for the LoopNet trade names, which are being amortized on
a straight-line basis.

8. LONG-TERM DEBT

On April 1, 2014 (the “Closing Date”), the Company entered into the 2014 Credit Agreement by and among the Company, as Borrower, CoStar Realty
Information, Inc., as Co-Borrower, the Lenders from time to time party thereto and JPMorgan Chase Bank, N.A., as Administrative Agent. The 2014 Credit
Agreement provides for a $400 million term loan facility and a $225 million revolving credit facility, each with a term of five years. The proceeds of the term
loan facility and the initial borrowing of $150 million under the revolving credit facility on the Closing Date were used to refinance the 2012 Credit
Agreement, including related fees and expenses, and to pay a portion of the consideration and transaction costs related to the acquisition of Apartments.com.
The undrawn proceeds of the revolving credit facility are available for the Company's working capital needs and other general corporate purposes. During
June 2014, the Company repaid the $150 million initial borrowing under the revolving credit facility. The carrying value of the term loan facility
approximates fair value and can be estimated through Level 3 unobservable inputs using a valuation technique based on expected cash flows discounted using
the current credit-adjusted risk-free rate, which approximates the rate of interest on the term loan facility at origination.

Effective April 1, 2014, the Company terminated the 2012 Credit Agreement and repaid all amounts outstanding thereunder, which amounts totaled $149
million. The Company evaluated the execution of the 2014 Credit Agreement and termination of the 2012 Credit Agreement and determined that the
transactions did not qualify as an extinguishment of debt because the change in the present value of future cash flows between the initial term loan facility
under the 2012 Credit Agreement and the new term loan facility under the 2014 Credit Agreement was not considered a substantial modification.

The revolving credit facility includes a subfacility for swingline loans of up to $10 million, and up to $10 million of the revolving credit facility is
available for the issuance of letters of credit. The term loan facility will amortize in quarterly installments in amounts resulting in an annual amortization of
5% during each of the first, second and third years, 10% during the fourth year and 15% during the fifth year after the Closing Date, with the remainder
payable at final maturity. The loans under the 2014 Credit Agreement bear interest, at the Company's option, either (i) during any interest period selected by
the Company, at the London interbank offered rate for deposits in U.S. dollars with a maturity comparable to such interest period, adjusted for statutory
reserves (“LIBOR”), plus an initial spread of 2% per annum, subject to adjustment based on the First Lien Secured Leverage Ratio (as defined in the 2014
Credit Agreement) of the Company, or (ii) at the greatest of (x) the prime rate from time to time announced by JPMorgan Chase Bank, N.A., (y) the federal
funds effective rate plus 0.5% and (z) LIBOR for a one-month interest period plus 1%, plus an initial spread of 1% per annum, subject to adjustment based on
the First Lien Secured Leverage Ratio of the Company. If an event of default occurs under the 2014 Credit Agreement, the interest rate on overdue amounts
will increase by 2% per annum. The obligations under the 2014 Credit Agreement are guaranteed by all material subsidiaries of the Company and are secured
by a lien on substantially all of the assets of the Company and those of its material subsidiaries, in each case subject to certain exceptions, pursuant to security
and guarantee documents entered into on the Closing Date.

The 2014 Credit Agreement requires the Company to maintain (i) a First Lien Secured Leverage Ratio (as defined in the 2014 Credit Agreement) not
exceeding 3.5 to 1.0 during the three months ended June 30, 2016, and each full fiscal quarter thereafter and (ii) after the incurrence of additional
indebtedness under certain specified exceptions in the 2014 Credit Agreement, a Total Leverage Ratio (as defined in the 2014 Credit Agreement) not
exceeding 4.5 to 1.0 during the three months ended June 30, 2016, and each full fiscal quarter thereafter. The 2014 Credit Agreement also includes other
covenants, including covenants that, subject to certain exceptions, restrict the ability of the Company and its subsidiaries to (i) incur additional indebtedness,
(ii) create, incur, assume or permit to exist any liens, (iii) enter into mergers, consolidations or similar transactions, (iv) make investments and acquisitions,
(v) make certain dispositions of assets, (vi) make dividends, distributions and prepayments of certain indebtedness, and (vii) enter into certain transactions
with affiliates. The Company was in compliance with the covenants in the 2014 Credit Agreement as of June 30, 2016.
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COSTAR GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited) — (CONTINUED)

8. LONG-TERM DEBT — (CONTINUED)

In connection with obtaining the term loan facility and revolving credit facility pursuant to the 2014 Credit Agreement, the Company incurred
approximately $10 million in debt issuance costs as of April 1, 2014, which along with the unamortized debt issuance cost from the 2012 Credit Agreement,
were capitalized and are amortized as interest expense over the term of the 2014 Credit Agreement using the effective interest method. 

As of June 30, 2016 and December 31, 2015, no amounts were outstanding under the revolving credit facility. Total interest expense for the term loan
facility and revolving credit facility was approximately $2 million for each of the three months ended June 30, 2016 and 2015. Total interest expense for the
term loan facility and revolving credit facility was approximately $5 million for each of the six months ended June 30, 2016 and 2015. Interest expense
included amortized debt issuance costs of approximately $799,000 and $829,000 for the three months ended June 30, 2016 and 2015, respectively. Interest
expense included amortized debt issuance costs of approximately $2 million for each of the six months ended June 30, 2016 and 2015. Total interest paid for
the term loan facility was approximately $1 million and $2 million for the three months ended June 30, 2016 and 2015, respectively. Total interest paid for the
term loan facility was approximately $3 million for each of the six months ended June 30, 2016 and 2015.

The following table represents the Company's long-term debt (in thousands):

 
June 30, 

2016  
December 31, 

2015
Term loan facility $ 345,000  $ 365,000
Debt issuance costs, net (8,278)  (9,888)
Total debt 336,722  355,112
Current maturities of long-term debt (15,000)  (20,000)
Current debt issuance costs, net 3,188  3,254

Total long-term debt, less current portion $ 324,910  $ 338,366

9. INCOME TAXES

The income tax provision for the six months ended June 30, 2016 and 2015 reflects an effective tax rate of approximately 40% and 24%, respectively.
The change in the effective tax rate is primarily due to a change in local tax law that occurred during the first quarter of 2015.

10. COMMITMENTS AND CONTINGENCIES

The Company leases office facilities and office equipment under various non-cancelable operating leases. The leases contain various renewal options.

On April 1, 2014, the Company entered into the 2014 Credit Agreement. The 2014 Credit Agreement provides for a $400 million term loan facility and a
$225 million revolving credit facility, each with a term of five years. See Note 8 for additional information regarding the term loan facility and revolving
credit facility.

Currently, and from time to time, the Company is involved in litigation incidental to the conduct of its business. In accordance with GAAP, the Company
records a provision for a liability when it is both probable that a liability has been incurred and the amount can be reasonably estimated. At the present time,
while it is reasonably possible that an unfavorable outcome may occur as a result of one or more of the Company’s current litigation matters, management has
concluded that it is not probable that a loss has been incurred in connection with the Company’s current litigation. In addition, the Company is unable to
estimate the possible loss or range of loss that could result from an unfavorable outcome in the Company’s current litigation and accordingly, the Company
has not recognized any liability in the condensed consolidated financial statements for unfavorable results, if any. Legal defense costs are expensed as
incurred.
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11. SEGMENT REPORTING

Segment Information

The Company manages its business geographically in two operating segments, with the primary areas of measurement and decision-making being North
America, which includes the U.S. and Canada, and International, which includes the U.K., Spain, Germany and France. The Company and its subsidiaries'
subscription-based services consist primarily of information, analytics and online marketplace services offered over the Internet to commercial real estate
industry and related professionals. The Company’s subscription-based information services consist primarily of CoStar Suite® services. CoStar Suite is sold
as a platform of service offerings consisting of CoStar Property Professional®, CoStar COMPS Professional® and CoStar Tenant® and through the
Company's mobile application, CoStar Go®. CoStar Suite is the Company’s primary service offering in the North America and International operating
segments. Management relies on an internal management reporting process that provides revenue and operating segment net income (loss) before interest,
income taxes, depreciation and amortization (“EBITDA”). Management believes that operating segment EBITDA is an appropriate measure for evaluating
the operational performance of the Company’s operating segments. EBITDA is used by management to internally measure operating and management
performance and to evaluate the performance of the business. However, this measure should be considered in addition to, not as a substitute for or superior to,
income from operations or other measures of financial performance prepared in accordance with GAAP.

Summarized information by operating segment consists of the following (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Revenues        
North America $ 199,859  $ 164,486  $ 393,120  $ 317,503
International        

External customers 7,010  6,171  13,488  12,174
Intersegment revenue 10  13  21  21

Total International revenue 7,020  6,184  13,509  12,195
Intersegment eliminations (10)  (13)  (21)  (21)

Total revenues $ 206,869  $ 170,657  $ 406,608  $ 329,677

        

EBITDA        
North America $ 45,127  $ (1,854)  $ 91,991  $ 11,823
International 432  399  1,390  1,028

Total EBITDA $ 45,559  $ (1,455)  $ 93,381  $ 12,851

The reconciliation of net income (loss) to EBITDA consists of the following (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Net income (loss) $ 15,576  $ (14,966)  $ 32,297  $ (21,093)
Purchase amortization in cost of revenues 5,687  6,576  11,383  12,923
Purchase amortization in operating expenses 5,829  6,965  12,052  14,107
Depreciation and other amortization 5,924  5,133  11,526  9,457
Interest income (159)  (137)  (243)  (431)
Interest expense 2,455  2,354  4,964  4,697
Income tax expense (benefit), net 10,247  (7,380)  21,402  (6,809)

EBITDA $ 45,559  $ (1,455)  $ 93,381  $ 12,851
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11. SEGMENT REPORTING — (CONTINUED)

Segment Information — (Continued)

Intersegment revenue recorded was attributable to services performed for the Company’s wholly owned subsidiary, CoStar Portfolio Strategy by Grecam
S.A.S. (“Grecam”), a wholly owned subsidiary of CoStar Limited, the Company’s wholly owned U.K. holding company.

North America EBITDA includes an allocation of approximately $142,000 and $336,000 for the three months ended June 30, 2016 and 2015,
respectively. North America EBITDA includes an allocation of approximately $309,000 and $538,000 for the six months ended June 30, 2016 and 2015,
respectively. This allocation represents costs incurred for International employees involved in development activities of the Company’s North America
operating segment.

International EBITDA includes a corporate allocation of approximately $78,000 and $69,000 for the three months ended June 30, 2016 and 2015,
respectively. International EBITDA includes a corporate allocation of approximately $133,000 and $126,000 for the six months ended June 30, 2016 and
2015, respectively. This corporate allocation represents costs incurred for North America employees involved in management and expansion activities of the
Company’s International operating segment.
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11. SEGMENT REPORTING — (CONTINUED)

Segment Information — (Continued)

Summarized information by operating segment consists of the following (in thousands):

 
June 30, 

2016  
December 31, 

2015
Property and equipment, net    
North America $ 84,392  $ 86,191
International 2,116  2,120

Total property and equipment, net $ 86,508  $ 88,311

    

Goodwill    
North America $ 1,227,777  $ 1,227,310
International 29,163  25,635

Total goodwill $ 1,256,940  $ 1,252,945

    

Assets    
North America $ 2,158,524  $ 2,130,202
International 47,298  41,370

Total operating segment assets $ 2,205,822  $ 2,171,572

    

Reconciliation of operating segment assets to total assets    
Total operating segment assets $ 2,205,822  $ 2,171,572
Investment in subsidiaries (18,344)  (18,344)
Intersegment receivables (80,244)  (73,657)

Total assets $ 2,107,234  $ 2,079,571

    

Liabilities    
North America $ 509,433  $ 525,566
International 74,345  72,544

Total operating segment liabilities $ 583,778  $ 598,110

    

Reconciliation of operating segment liabilities to total liabilities    
Total operating segment liabilities $ 583,778  $ 598,110
Intersegment payables (62,485)  (62,319)

Total liabilities $ 521,293  $ 535,791
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11. SEGMENT REPORTING — (CONTINUED)

Revenues by Services

The Company provides information, analytics and online marketplaces to the commercial real estate industry. The revenue by type of service consists of
the following (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Information and analytics        

CoStar Suite(1) $ 101,074  $ 88,771  $ 198,708  $ 175,581
Information services(2) 19,425  18,752  38,850  37,289

Online marketplaces        
Multifamily(3) 54,860  34,742  107,098  60,875
Commercial property and land(4) 31,510  28,392  61,952  55,932

Total revenues $ 206,869  $ 170,657  $ 406,608  $ 329,677

(1) CoStar Suite is comprised of CoStar Property Professional, CoStar COMPS Professional, CoStar Tenant; CoStar Market Analytics; and CoStar
Portfolio Strategy.

(2) Information services is comprised of LoopNet Premium Searcher; CoStar Real Estate Manager; CoStar Risk Analytics COMPASS; CoStar Investment
Analysis Portfolio Maximizer; CoStar Investment Analysis Request; CoStar Brokerage Applications; PROPEX; Grecam; Belbex and Thomas Daily.

(3) Multifamily is comprised of Apartments.com, ApartmentFinder.com and ApartmentHomeLiving.com.

(4) Commercial property and land is comprised of LoopNet Premium Lister; LoopLink; CoStar Advertising; BizBuySell and BizQuest; LandsofAmerica
and LandAndFarm; and CoStar Private Sale Network.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations contains “forward-looking statements,”
including statements about our beliefs and expectations. See “Cautionary Statement Concerning Forward-Looking Statements” at the end of this Item 2 for
additional factors relating to such statements, and see “Risk Factors” in Item 1A of Part II of this Quarterly Report on Form 10-Q for a discussion of certain
risk factors applicable to our business, financial condition and results of operations.

 
All forward-looking statements are based on information available to us on the date of this filing and we assume no obligation to update such statements,

whether as a result of new information, future events or otherwise. The following discussion should be read in conjunction with our Annual Report on Form
10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and other filings with the Securities and Exchange Commission and the condensed
consolidated financial statements and related notes included in this Quarterly Report on Form 10-Q.

Overview

CoStar Group, Inc. (the “Company” or “CoStar”) is the number one provider of information, analytics and online marketplaces to the commercial real
estate industry in the United States (“U.S.”) and the United Kingdom (“U.K.”) based on the fact that we offer the most comprehensive commercial real estate
database available; have the largest research department in the industry; own and operate leading online marketplaces for commercial real estate and
apartment listings in the U.S. based on the numbers of unique visitors and site visits per month; provide more information, analytics and marketing services
than any of our competitors and believe that we generate more revenues than any of our commercial real estate information competitors. We created and
compiled our standardized platform of information, analytics and online marketplace services where industry professionals and consumers of commercial real
estate, including apartments, and the related business communities can continuously interact and facilitate transactions by efficiently accessing and
exchanging accurate and standardized real estate-related information.

We have five flagship brands - CoStar®, LoopNet®, Apartments.comTM, BizBuySell® and LandsofAmericaTM. Our subscription-based services consist
primarily of information, analytics and online marketplace services offered over the Internet to commercial real estate industry and related professionals. Our
subscription-based information services consist primarily of CoStar Suite® services. CoStar Suite is sold as a platform of service offerings consisting of
CoStar Property Professional®, CoStar COMPS Professional® and CoStar Tenant® and through our mobile application, CoStar Go®. Our integrated suite of
online service offerings includes information about space available for lease, comparable sales information, information about properties for sale, tenant
information, Internet marketing services, analytical capabilities, information for clients' websites, information about industry professionals and their business
relationships, data integration and industry news. We provide market research and analysis for commercial real estate investors and lenders via our CoStar
Portfolio Strategy and CoStar Market Analytics service offerings; portfolio and debt analysis, management and reporting capabilities through our CoStar
Investment Analysis and CoStar Risk Analytics service offerings; and, real estate and lease management solutions, including lease administration and
abstraction services, through our CoStar Real Estate Manager service offerings.

Our LoopNet subscription-based online marketplace services enable commercial property owners, landlords, and real estate agents working on their
behalf to list properties for sale or for lease and to submit detailed information about property listings. Commercial real estate agents, buyers and tenants also
use LoopNet's online marketplace services to search for available property listings that meet their criteria.

Apartments.com is part of our network of apartment marketing sites, which also includes ApartmentFinder.comTM and ApartmentHomeLiving.com. Our
apartment marketing network of subscription-based services offers renters a searchable database of apartment listings and provides professional property
management companies and landlords with an advertising destination.

Our BizBuySell services, which include BizQuest®, provide an online marketplace for operating businesses for sale. Our LandsofAmerica services,
which include LandAndFarm, provide an online marketplace for rural lands for sale.

Our service offerings span all commercial property types, including office, retail, industrial, multifamily, commercial land, mixed-use and hospitality.
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Subscription-Based Services

Our subscription-based services consist primarily of information, analytics and online marketplace services offered over the Internet to commercial real
estate industry and related professionals. Our services are typically distributed to our clients under subscription-based license agreements that renew
automatically, a majority of which have a term of one year. Upon renewal, many of the subscription contract rates may change in accordance with contract
provisions or as a result of contract renegotiations. To encourage clients to use our services regularly, we generally charge a fixed monthly amount for our
subscription-based services rather than charging fees based on actual system usage or number of paid clicks. Depending on the type of service, contract rates
are generally based on the number of sites, number of users, organization size, the client's business focus, geography, the number and types of services to
which a client subscribes, the number of properties a client advertises and the prominence and placement of a client's advertised properties in the search
results. Our subscription clients generally pay contract fees on a monthly basis, but in some cases may pay us on a quarterly or annual basis.

Our subscription-based information services consist primarily of CoStar Suite® services. CoStar Suite is sold as a platform of service offerings consisting
of CoStar Property Professional®, CoStar COMPS Professional® and CoStar Tenant® and through our mobile application, CoStar Go®. CoStar Suite is our
primary service offering in our North America and International operating segments.

As of June 30, 2016 and 2015, our annualized net new sales of subscription-based services on annual contracts were approximately $23 million and $25
million, respectively, calculated based on the annualized amount of change in our sales resulting from new annual subscription-based contracts or upsales on
existing annual subscription-based contracts, less write downs and cancellations, for the period reported. As of June 30, 2016 and June 30, 2015, our
annualized net bookings of subscription-based services on contracts were approximately $26 million and $34 million, calculated based on the annualized
amount of change in our sales resulting from all new subscription-based contracts or upsales on all existing subscription-based contracts, less write downs and
cancellations, for the period reported. We recognize subscription revenue on a straight-line basis over the life of the contract. Annual and quarterly advance
payments result in deferred revenue, substantially reducing the working capital requirements generated by accounts receivable.

For each of the twelve months ended June 30, 2016 and 2015, our contract renewal rate for existing CoStar subscription-based services on annual
contracts was approximately 91%, and therefore our cancellation rate for those services was approximately 9%, for the same time periods. Our contract
renewal rate is a quantitative measurement that is typically closely correlated with our revenue results. As a result, management also believes that the rate
may be a reliable indicator of short-term and long-term performance. Our trailing twelve-month contract renewal rate may decline if, among other reasons,
negative economic conditions lead to greater business failures and/or consolidations among our clients, reductions in customer spending, or decreases in our
customer base.

Apartment Rental Marketplaces

On April 1, 2014 (the “Closing Date”), we increased our presence in the multifamily vertical by acquiring from Classified Ventures, LLC (“CV”) certain
assets and assuming certain liabilities, in each case, related to the Apartments.com business (collectively referred to as “Apartments.com”), a national online
apartment rentals resource for renters, property managers and owners. The Apartments.com network of rental websites also includes
ApartmentHomeLiving.com, another national online apartment rentals resource. To further support our expansion into the multifamily vertical, on June 1,
2015, we acquired Network Communications, Inc. (“NCI”), including its Apartment Finder business (collectively referred to as “Apartment Finder”).
Apartments.com and Apartment Finder offer renters a database of apartment listings and provide professional property management companies and landlords
an advertising destination.

In 2015, we launched the improved Apartments.com and ApartmentFinder.com websites to meet renter preferences and demands, and in an effort to drive
traffic to those sites and attract advertisers who prefer to advertise on heavily trafficked apartment websites. These sites draw on CoStar’s multifamily
database and provide a comprehensive selection of rentals, information on actual availabilities and rents, and in-depth data on neighborhoods, including
restaurants, nightlife, history, schools and other facts important to renters. To help renters find the information that meets their needs, the sites also offer
innovative search tools such as the PolygonTM Search, which allows renters to specifically define the area in which they want to find an apartment.
Apartments.com also offers Plan Commute tools, which allow renters to search property listings that meet their transportation needs.
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In 2015, we entered into an agreement to be the exclusive third party provider of listings in apartment communities with 50 units or more to websites
owned and operated by News Corp. subsidiary Move, Inc.- realtor.com®, move.com, and doorsteps.com - with advertiser content from Apartments.com and
ApartmentFinder.com. As a result, we are able to promote the apartment communities of our advertisers across the “Apartments Network” consisting of
Apartments.com, ApartmentFinder.com, ApartmentHomeLiving.com, realtor.com, move.com and doorsteps.com - six major apartment and real estate rental
websites, increasing traffic across our network of apartment marketing websites, and in turn increasing the lead flow to our advertisers’ communities.

Similar to our other past acquisitions, we have been, and plan to continue, integrating, further developing and cross-selling the services offered by
Apartments.com and ApartmentFinder.com and the other services we offer, including but not limited to CoStar Market Analytics. We have incurred and plan
to continue to incur product development costs to improve the online Apartments.com and ApartmentFinder.com platforms. We have incurred sales and
marketing expenses in order to support Apartments.com and to increase brand awareness. In conjunction with the launch of the improved Apartments.com
website, we embarked on a wide-scale marketing campaign in 2015 to generate brand awareness and site traffic for Apartments.com. The marketing
campaign featured television and radio advertising, online/digital advertising, social media and out-of-home ads and was reinforced by Search Engine
Marketing. We also increased our Search Engine Marketing to support Apartment Finder. In early 2016, we ran a Super Bowl ad to continue to generate brand
awareness and site traffic for Apartments.com. We expect to continue to invest in sales and marketing throughout 2016. As we continue to assess the success
and effectiveness of our marketing campaign, we will continue to work to determine the optimal level of marketing investment for future periods.

Development and Expansion

We expect to continue our software development efforts to improve existing services, introduce new services, integrate and cross-sell services, and
expand and develop supporting technologies for our research, sales and marketing organizations. We are committed to supporting and improving our
information, news, analytic and online marketplace solutions.

The launch of the improved Apartments.com and ApartmentFinder.com websites in 2015 are examples of our software development efforts to improve
existing services, introduce new services, and integrate and cross-sell existing services. We believe the improved sites, enhanced search capabilities,
availability of information regarding real-time vacancies, and our continued development and introduction of enhancements to our online apartment rental
marketplaces are attracting more consumers, making these sites more attractive to property managers, and increasing our cross-selling opportunities. We
believe greater functionality makes our services valuable to an even broader audience and helps us increase sales of our services to brokers, banks, owners,
institutional investors and other industry participants. We expect technology enhancements to continue to drive revenue growth in 2016 and for the
foreseeable future.

We are working to integrate the backend systems of the LoopNet and CoStar databases, so that the two services will share a unified database of
information in order to create efficiencies in operations and improve the data available to our customers. We also hope to increase the quantity and quality of
the listing information available by enabling select brokers and other industry participants to load information directly into the integrated system,
simultaneously reducing the time and costs associated with researching and maintaining our comprehensive database of commercial real estate information.

We evaluate potential changes to our service offerings from time to time in order to better align the services we offer with customers’ needs. Further, in
some cases, when integrating and coordinating our services and assessing industry and client needs, we may decide to combine, shift focus from, de-
emphasize, phase out, or eliminate a service that, among other things, overlaps or is redundant with other services we offer. In the event that we eliminate or
phase out particular service offerings, we may experience reduced revenues and earnings. The decision to eliminate or phase out a service offering may also
ultimately result in increased revenues and earnings from sales of other services we offer in lieu of the eliminated or phased out services. For example, we
recently eliminated certain Apartment Finder services, phased out Apartment Finder print advertising and moved to an all-digital offering. We experienced a
short-term reduction in revenues and associated costs resulting from the elimination of these Apartment Finder services. Additionally, we continue to assess
whether to transition the LoopNet marketplace to a pure marketing site for commercial real estate where, eventually, all listings would be paid and users could
search the site for free. If and when we implement such a shift, we will seek to convert LoopNet marketplace customers to higher value, more profitable
annual subscription information services, which should increase revenues and earnings over time. However, we cannot predict with certainty the amount or
timing of any reductions in revenues and earnings, or subsequent increases in revenues and earnings, if any, resulting from any eliminations or phasing out of
the LoopNet information services or any other service offering, if implemented.
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Our revenues have increased as a result of revenue from acquired businesses and from cross-selling opportunities among the customers of CoStar and the
acquired companies. We expect to continue to increase revenues as a result of such cross-selling opportunities. We may incur increased expenses in
connection with any marketing and sales campaigns involving cross-selling opportunities and initiatives and in connection with promotion of our new
services and brands.

We are expanding the geographic reach of our North America services. In 2014, we began offering our services in Toronto, Canada. Building on our
experience in Toronto, we have expanded and are continuing to expand our research into additional Canadian cities. In the second quarter of 2015, we began
offering services in Calgary and Vancouver. In the second quarter of 2016, we began offering services in Ottawa and are currently researching commercial
real estate in the Canadian city of Edmonton. Further, on July 1, 2015, we expanded our International services into Madrid, Spain through the acquisition of
the assets of Belbex Corporate, S.L. (“Belbex”), a commercial real estate information provider operating in Madrid. On May 3, 2016, we expanded our
International services into key markets in Germany, through the acquisition of Thomas Daily GmbH (“Thomas Daily”), a commercial real estate news and
information provider operating in Freiburg.

We have invested in the expansion and development of our field sales force to support the growth and expansion of our company in North America and
internationally. We plan to continue to invest in, evaluate and strategically position our sales force as the Company continues to develop and grow. We are
also investing in our research operations to support continued growth of our information and analytics offerings, to support Apartments.com and Apartment
Finder, to expand into additional Canadian markets and to provide services in Madrid, Spain and key markets in Germany. While we believe investments we
make in our business create a platform for growth, those investments may reduce our profitability and adversely affect our financial position.

We believe that our integration efforts and continued investments in our services, including expansion of our existing service offerings, have created a
platform for long-term revenue growth. We expect these investments to result in further penetration of our subscription-based services and the successful
cross-selling of our services to customers in existing markets.

We intend to continue to assess the need for additional investments in our business, in addition to the investments discussed above, in order to develop
and distribute new services within our current platform or expand the reach of our current service offerings. Any future product development or expansion of
services, combination and coordination of services or elimination of services or corporate expansion, development or restructuring efforts could reduce our
profitability and increase our capital expenditures. Any new investments, changes to our service offerings or other unforeseen events could cause us to
generate losses and negative cash flow from operations in the future. Any development efforts must comply with our credit facility, which contains restrictive
covenants that restrict our operations and use of our cash flow and may prevent us from taking certain actions that we believe could increase our profitability
or otherwise enhance our business.

Financial Matters

Our financial reporting currency is the U.S. dollar. Changes in exchange rates can significantly affect our reported results and consolidated trends. We
believe that our increasing diversification beyond the U.S. economy through our international businesses benefits our stockholders over the long term. We
also believe it is important to evaluate our operating results before and after the effect of currency changes, as it may provide a more accurate comparison of
our results of operations over historical periods. On June 23, 2016, the U.K. held a referendum in which British citizens approved an exit from the European
Union (“E.U.”), commonly referred to as “Brexit.” Global markets and currencies have been adversely impacted as a result of the referendum, including a
sharp decline in the value of the British pound as compared to the U.S. dollar. Currency exchange rate volatility may continue generally and may increase as
the British government negotiates the terms of the U.K.’s withdrawal from the E.U. The exchange rate volatility may impact (either positively or negatively)
our reported financial results and consolidated trends and period-to-period comparisons of our consolidated operations.

We currently issue stock options, restricted stock and/or restricted stock units to our officers, directors and employees, and as a result we record
compensation expense in our consolidated statements of operations. The amount and timing of the compensation expense that we record depends on the
amount and types of equity grants made. We plan to continue to use stock-based compensation for our officers, directors and employees, which may include,
among other things, restricted stock, restricted stock units or stock option grants that typically will require us to record additional compensation expense in
our consolidated statements of operations and reduce our net income. Grants of equity awards may vest over time or based on achievement of pre-approved
performance conditions and market conditions.

The Compensation Committee of our Board of Directors may grant additional performance-based equity awards in the future under the Company’s 2016
Stock Incentive Plan, or any equity incentive plans adopted in the future.
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Application of Critical Accounting Policies and Estimates

The preparation of financial statements and related disclosures in conformity with U.S. generally accepted accounting principles (“GAAP”) requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at
the date of the financial statements and revenues and expenses during the period reported. The following accounting policies involve a “critical accounting
estimate” because they are particularly dependent on estimates and assumptions made by management about matters that are highly uncertain at the time the
accounting estimates are made. In addition, while we have used our best estimates based on facts and circumstances available to us at the time, different
acceptable assumptions would yield different results. Changes in the accounting estimates are reasonably likely to occur from period to period, which may
have a material impact on the presentation of our financial condition and results of operations. We review these estimates and assumptions periodically and
reflect the effects of revisions in the period that they are determined to be necessary.

Fair Value of Auction Rate Securities

Fair value is defined as the price that would be received in the sale of an asset or paid to transfer a liability in an orderly transaction between market
participants. There is a three-tier fair value hierarchy, which categorizes assets and liabilities by the inputs used in measuring fair value. These tiers include:
Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted prices in active markets that are
either directly or indirectly observable; and Level 3, defined as unobservable inputs for which little or no market data exists, therefore requiring an entity to
develop its own assumptions. Our Level 3 assets consist of auction rate securities (“ARS”), whose underlying assets are primarily student loan securities
supported by guarantees from the Federal Family Education Loan Program (“FFELP”) of the U.S. Department of Education.

Our ARS investments are not currently actively trading and therefore do not currently have a readily determinable market value. The estimated fair value
of the ARS no longer approximates par value. We have used a discounted cash flow model to determine the estimated fair value of our investment in ARS as
of June 30, 2016. The assumptions used in preparing the discounted cash flow model include estimates for interest rates, credit spreads, timing and amount of
contractual cash flows, liquidity risk premiums, expected holding periods and default risk of the ARS. We update the discounted cash flow model on a
quarterly basis to reflect any changes in the assumptions used in the model and settlements of ARS investments that occurred during the period.

The only significant unobservable input in the discounted cash flow model is the discount rate. The discount rate used represents our estimate of the yield
expected by a market participant from the ARS investments. The weighted average discount rate used in the discounted cash flow model as of June 30, 2016
and December 31, 2015 was approximately 5%. Selecting another discount rate within the range used in the discounted cash flow model would not result in a
significant change to the fair value of the ARS.

Based on this assessment of fair value, as of June 30, 2016, we determined there was a net decline in the fair value of our ARS investments of
approximately $206,000. The decline was deemed to be a temporary impairment and recorded as an unrealized loss in accumulated other comprehensive loss
in stockholders’ equity. If the issuers of these ARS are unable to successfully close future auctions and/or their credit ratings deteriorate, we may be required
to record additional unrealized losses in accumulated other comprehensive loss or an other-than-temporary impairment charge to earnings on these
investments, which would reduce our profitability and adversely affect our financial position.

We have not made any material changes in the accounting methodology used to determine the fair value of the ARS. We do not expect any material
changes in the near term to the underlying assumptions used to determine the unobservable inputs used to calculate the fair value of the ARS as of June 30,
2016. However, if changes in these assumptions occur, and, should those changes be significant, we may be exposed to additional unrealized losses in
accumulated other comprehensive loss or an other-than-temporary impairment charge to earnings on these investments.
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Stock-Based Compensation

We account for equity instruments issued in exchange for employee services using a fair-value based method, and we recognize the fair value of such
equity instruments as an expense in the consolidated statements of operations. We estimate the fair value of each option granted on the date of grant using the
Black-Scholes option-pricing model, which requires us to estimate the dividend yield, expected volatility, risk-free interest rate and expected life of the stock
option. For equity instruments that vest based on a market condition, we estimate the fair value of each equity instrument granted on the date of grant using a
Monte-Carlo simulation model, which also requires us to estimate the dividend yield, expected volatility, risk-free interest rate and expected life of the equity
instruments. These assumptions and the estimation of expected forfeitures are based on multiple factors, including historical employee behavior patterns of
exercising options and post-employment termination behavior, expected future employee option exercise patterns, and the historical volatility of our stock
price. For equity instruments that vest based on performance, we assess the probability of the achievement of the performance conditions at the end of each
reporting period, or more frequently based upon the occurrence of events that may change the probability of whether the performance conditions would be
met. If our initial estimates of the achievement of the performance conditions change, the related stock-based compensation expense and timing of recognition
may fluctuate from period to period based on those estimates. If the performance conditions are not met, no stock-based compensation expense will be
recognized, and any previously recognized stock-based compensation expense will be reversed.

We do not expect any material changes in the near term to the underlying assumptions used to calculate stock-based compensation expense for the six
months ended June 30, 2016. However, if changes in these assumptions occur, and, should those changes be significant, they could have a material impact on
our stock-based compensation expense.

Business Combinations

We allocate the purchase consideration to the tangible assets acquired, liabilities assumed and intangible assets acquired based on their estimated fair
values. The excess of the fair value of purchase consideration over the fair values of these identifiable assets and liabilities is recorded as goodwill. Such
valuations require management to make significant estimates and assumptions, especially with respect to intangible assets. Significant estimates in valuing
certain intangible assets include, but are not limited to, future expected cash flows from acquired customer bases, acquired database technology, and acquired
trade names from a market participant's perspective, useful lives and discount rates. During the measurement period, we may record adjustments to the assets
acquired and liabilities assumed. Any adjustments to provisional amounts that are identified during the measurement period are recorded in the reporting
period in which the adjustment amounts are determined. Upon the conclusion of the measurement period, any subsequent adjustments are recorded to
earnings.

Valuation of Long-Lived and Intangible Assets and Goodwill

We assess the impairment of long-lived assets, identifiable intangibles and goodwill whenever events or changes in circumstances indicate that the
carrying value may not be recoverable. Judgments made by management relate to the expected useful lives of long-lived assets and our ability to recover the
carrying value of such assets. The accuracy of these judgments may be adversely affected by several factors, including the factors listed below:

• Significant underperformance relative to historical or projected future operating results;
• Significant changes in the manner of our use of the acquired assets or the strategy for our overall business;
• Significant negative industry or economic trends; or
• Significant decline in our market capitalization relative to net book value for a sustained period.

When we determine that the carrying value of long-lived and identifiable intangible assets may not be recovered based upon the existence of one or more
of the above indicators, we test for impairment.

Goodwill and identifiable intangible assets that are not subject to amortization are tested annually for impairment by each reporting unit on October 1 of
each year and are also tested for impairment more frequently based upon the existence of one or more of the above indicators.
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To determine whether it is necessary to perform the two-step goodwill impairment test, we may first assess qualitative factors to evaluate whether it is
more likely than not that the fair value of a reporting unit is less than its carrying amount. If we conclude that it is more likely than not that the fair value of a
reporting unit is less than its carrying amount or if we elect not to assess qualitative factors, then we perform the two-step process. The first step is to
determine the fair value of each reporting unit. We estimate the fair value of each reporting unit based on a projected discounted cash flow model that
includes significant assumptions and estimates including our discount rate, growth rate and future financial performance. Assumptions about the discount rate
are based on a weighted average cost of capital for comparable companies. Assumptions about the growth rate and future financial performance of a reporting
unit are based on our forecasts, business plans, economic projections and anticipated future cash flows. Our assumptions regarding the future financial
performance of the International reporting unit reflect our expectation as of October 1, 2015, that revenues will continue to increase as a result of further
penetration of our international subscription-based services, including into Madrid, Spain, and the successful cross-selling of our services to our customers in
existing markets due to the release of our upgraded international platform and expansion of coverage of our international service offerings. These assumptions
are subject to change from period to period and could be adversely impacted by the uncertainty surrounding global market conditions, commercial real estate
conditions, and the competitive environment in which we operate. Changes in these or other factors could negatively affect our reporting units' fair value and
potentially result in impairment charges. Such impairment charges could have an adverse effect on our results of operations.

The fair value of each reporting unit is compared to the carrying amount of the reporting unit. If the carrying value of the reporting unit exceeds the fair
value, then the second step of the process is performed to measure the impairment loss. We estimate the fair value of our reporting units based on a projected
discounted cash flow method using a discount rate determined by our management to be commensurate with the risk in our current business model. As of
October 1, 2015, the date of our most recent impairment analysis, the estimated fair value of each of our reporting units substantially exceeded the carrying
value of our reporting units. There have been no events or changes in circumstances since the date of our impairment analysis on October 1, 2015 that would
indicate that the carrying value of each reporting unit may not be recoverable.

To determine whether it is necessary to perform the quantitative impairment test for indefinite-lived intangible assets, we may first assess qualitative
factors to evaluate whether it is more likely than not that the fair value of the indefinite-lived intangible assets is less than the carrying amount. If we conclude
that it is more likely than not that the fair value of the indefinite-lived intangible assets is less than the carrying amount or if we elect not to assess qualitative
factors, then we perform a quantitative impairment test. We estimate the fair value of our existing indefinite-lived intangible assets using the relief from
royalty method that includes significant assumptions and estimates including our discount rate, revenue growth rate and royalty rate. Assumptions about the
discount rate are based on a weighted average cost of capital for comparable companies. Assumptions about the revenue growth rate are based on our
forecasts, business plans and economic projections. Assumptions about the royalty rate are based on royalty agreements for comparable companies with
similar intangible assets.

As of October 1, 2015, the date of our most recent annual impairment analysis, the estimated fair value of our indefinite-lived intangible assets
substantially exceeded the carrying value. During the first quarter of 2016, we determined that the acquired trade names recorded in connection with the
LoopNet acquisition on April 30, 2012 should be reclassified from an indefinite-lived intangible asset to a definite-lived intangible asset due to work being
performed to integrate the backend systems of LoopNet and CoStar, which may result in a future re-branding effort if aspects of the two services are
ultimately combined. We estimated the fair value of the LoopNet trade names using the relief from royalty method and concluded that no impairment existed
as of March 31, 2016. We estimated a useful life of fifteen years for the LoopNet trade names, which are being amortized on a straight-line basis.

In February 2015, as a result of our product development efforts, we launched the improved Apartments.com website with a cleaner look, information
about actual rental availabilities, rents and other fees, and better search functionality. In conjunction with the launch, we ceased using the database technology
acquired in the acquisition of Apartments.com. We evaluated the acquired database technology for impairment during the first quarter of 2015 and determined
that the carrying value of the acquired database technology was impaired as we had ceased using the asset. As a result, we recorded an impairment charge of
approximately $1 million in cost of revenues in the condensed consolidated statements of operations within our North America operating segment for the six
months ended June 30, 2015.
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In June 2015, following the June 1, 2015 acquisition of Apartment Finder, the Company decided to cease providing certain Apartment Finder services.
Additionally, in June 2015, the Company decided to cease development work related to a development project within Apartment Finder. The Company
evaluated the acquired customer base and acquired database technology for impairment during the second quarter of 2015 and, based on that evaluation,
determined that the customer base and database technology assets associated with the ceased services and development work were impaired as they were not
expected to provide any economic benefit to the Company. The Company recorded an impairment charge of approximately $1 million, most of which was
recorded in general and administrative expenses in the consolidated statements of operations within the Company's North America operating segment for the
six months ended June 30, 2015.

Accounting for Income Taxes

As part of the process of preparing our condensed consolidated financial statements, we are required to estimate our income taxes in each of the
jurisdictions in which we operate. This process requires us to estimate our current tax exposure and assess the temporary differences resulting from differing
treatment of items, such as deferred revenue or deductibility of certain intangible assets, for tax and accounting purposes. These differences result in deferred
tax assets and liabilities, which are included within our condensed consolidated balance sheets. We must then also assess the likelihood that our deferred tax
assets will be recovered from future taxable income, and, to the extent we believe that it is more likely than not that some portion or all of our deferred tax
assets will not be realized, we must establish a valuation allowance. To the extent we establish a valuation allowance or change the allowance in a period, we
must reflect the corresponding increase or decrease within the tax provision in the condensed consolidated statements of operations.

Non-GAAP Financial Measures

We prepare and publicly release quarterly unaudited financial statements prepared in accordance with GAAP. We also disclose and discuss certain non-
GAAP financial measures in our public releases, investor conference calls and filings with the Securities and Exchange Commission. The non-GAAP
financial measures that we may disclose include EBITDA, adjusted EBITDA, non-GAAP net income and non-GAAP net income per diluted share (also
referred to as “non-GAAP EPS”). EBITDA is our net income (loss) before interest, income taxes, depreciation and amortization. We typically disclose
EBITDA on a consolidated and an operating segment basis in our earnings releases, investor conference calls and filings with the Securities and Exchange
Commission. Adjusted EBITDA is different from EBITDA because we further adjust EBITDA for stock-based compensation expense, acquisition- and
integration-related costs, restructuring costs and settlements and impairments incurred outside our ordinary course of business. Non-GAAP net income and
non-GAAP net income per diluted share are similarly adjusted for stock-based compensation expense, acquisition- and integration-related costs, restructuring
costs, settlement and impairment costs incurred outside our ordinary course of business as well as purchase amortization and other related costs. We may
disclose adjusted EBITDA, non-GAAP net income and non-GAAP net income per diluted share on a consolidated basis in our earnings releases, investor
conference calls and filings with the Securities and Exchange Commission. The non-GAAP financial measures that we use may not be comparable to
similarly titled measures reported by other companies. Also, in the future, we may disclose different non-GAAP financial measures in order to help our
investors meaningfully evaluate and compare our results of operations to our previously reported results of operations or to those of other companies in our
industry.

We view EBITDA, adjusted EBITDA, non-GAAP net income and non-GAAP net income per diluted share as operating performance measures and as
such we believe that the most directly comparable GAAP financial measure is net income (loss). In calculating EBITDA, adjusted EBITDA, non-GAAP net
income and non-GAAP net income per diluted share, we exclude from net income (loss) the financial items that we believe should be separately identified to
provide additional analysis of the financial components of the day-to-day operation of our business. We have outlined below the type and scope of these
exclusions and the material limitations on the use of these non-GAAP financial measures as a result of these exclusions. EBITDA, adjusted EBITDA, non-
GAAP net income and non-GAAP net income per diluted share are not measurements of financial performance under GAAP and should not be considered as
a measure of liquidity, as an alternative to net income (loss) or as an indicator of any other measure of performance derived in accordance with GAAP.
Investors and potential investors in our securities should not rely on EBITDA, adjusted EBITDA, non-GAAP net income and non-GAAP net income per
diluted share as a substitute for any GAAP financial measure, including net income (loss). In addition, we urge investors and potential investors in our
securities to carefully review the GAAP financial information included as part of our Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q that
are filed with the Securities and Exchange Commission, as well as our quarterly earnings releases, and compare the GAAP financial information with our
EBITDA, adjusted EBITDA, non-GAAP net income and non-GAAP net income per diluted share.
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EBITDA, adjusted EBITDA, non-GAAP net income and non-GAAP net income per diluted share may be used by management to internally measure our
operating and management performance and may be used by investors as supplemental financial measures to evaluate the performance of our business. We
believe that these non-GAAP measures, when viewed with our GAAP results and the accompanying reconciliation, provide additional information that is
useful to understand the factors and trends affecting our business. We have spent more than 28 years building our database of commercial real estate
information and expanding our markets and services partially through acquisitions of complementary businesses. Due to the expansion of our information,
analytics and online marketplace services, which has included acquisitions, our net income (loss) has included significant charges for purchase amortization,
depreciation and other amortization, acquisition- and integration-related costs and restructuring costs. Adjusted EBITDA, non-GAAP net income and non-
GAAP net income per diluted share exclude these charges and provide meaningful information about the operating performance of our business, apart from
charges for purchase amortization, depreciation and other amortization, acquisition- and integration-related costs, restructuring costs and settlement and
impairment costs incurred outside our ordinary course of business. We believe the disclosure of non-GAAP measures can help investors meaningfully
evaluate and compare our performance from quarter to quarter and from year to year. We also believe the non-GAAP measures we disclose are measures of
our ongoing operating performance because the isolation of non-cash charges, such as amortization and depreciation, and other items, such as interest, income
taxes, stock-based compensation expenses, acquisition- and integration-related costs, restructuring costs and settlement and impairment costs incurred outside
our ordinary course of business, provides additional information about our cost structure, and, over time, helps track our operating progress. In addition,
investors, securities analysts and others have regularly relied on EBITDA and may rely on adjusted EBITDA, non-GAAP net income or non-GAAP net
income per diluted share to provide a financial measure by which to compare our operating performance against that of other companies in our industry.

Set forth below are descriptions of the financial items that have been excluded from our net income (loss) to calculate EBITDA and the material
limitations associated with using this non-GAAP financial measure as compared to net income (loss):

• Purchase amortization in cost of revenues may be useful for investors to consider because it represents the diminishing value of any acquired trade
names and other intangible assets and the use of our acquired database technology, which is one of the sources of information for our database of
commercial real estate information. We do not believe these charges necessarily reflect the current and ongoing cash charges related to our operating
cost structure.

• Purchase amortization in operating expenses may be useful for investors to consider because it represents the estimated attrition of our acquired
customer base. We do not believe these charges necessarily reflect the current and ongoing cash charges related to our operating cost structure.

• Depreciation and other amortization may be useful for investors to consider because they generally represent the wear and tear on our property and
equipment used in our operations. We do not believe these charges necessarily reflect the current and ongoing cash charges related to our operating
cost structure.

• The amount of interest income we generate may be useful for investors to consider and may result in current cash inflows. However, we do not
consider the amount of interest income to be a representative component of the day-to-day operating performance of our business.

• The amount of interest expense we incur may be useful for investors to consider and may result in current cash outflows. However, we do not
consider the amount of interest expense to be a representative component of the day-to-day operating performance of our business.

• Income tax expense may be useful for investors to consider because it generally represents the taxes which may be payable for the period and the
change in deferred income taxes during the period and may reduce the amount of funds otherwise available for use in our business. However, we do
not consider the amount of income tax expense to be a representative component of the day-to-day operating performance of our business.

Set forth below are descriptions of the financial items that have been excluded from our net income (loss) to calculate adjusted EBITDA and the material
limitations associated with using this non-GAAP financial measure as compared to net income (loss):

• Purchase amortization in cost of revenues, purchase amortization in operating expenses, depreciation and other amortization, interest income, interest
expense, and income tax expense as previously described above with respect to the calculation of EBITDA.
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• Stock-based compensation expense may be useful for investors to consider because it represents a portion of the compensation of our employees and
executives. Determining the fair value of the stock-based instruments involves a high degree of judgment and estimation and the expenses recorded
may bear little resemblance to the actual value realized upon the future exercise or termination of the related stock-based awards. Therefore, we
believe it is useful to exclude stock-based compensation in order to better understand the long-term performance of our core business.

• The amount of acquisition- and integration-related costs incurred may be useful for investors to consider because they generally represent
professional service fees and direct expenses related to acquisitions. Because we do not acquire businesses on a predictable cycle we do not consider
the amount of acquisition- and integration-related costs to be a representative component of the day-to-day operating performance of our business.

• The amount of restructuring costs incurred may be useful for investors to consider because they generally represent costs incurred in connection with
a change in a contract or a change in the makeup of our properties or personnel. We do not consider the amount of restructuring related costs to be a
representative component of the day-to-day operating performance of our business.

• The amount of material settlement and impairment costs incurred outside of our ordinary course of business may be useful for investors to consider
because they generally represent gains or losses from the settlement of litigation matters or impairments on acquired intangible assets. We do not
believe these charges necessarily reflect the current and ongoing cash charges related to our operating cost structure.

The financial items that have been excluded from our net income (loss) to calculate non-GAAP net income and non-GAAP net income per diluted share
are purchase amortization and other related costs, stock-based compensation, acquisition- and integration-related costs, restructuring costs and settlement and
impairment costs incurred outside our ordinary course of business. These items are discussed above with respect to the calculation of adjusted EBITDA
together with the material limitations associated with using this non-GAAP financial measure as compared to net income (loss). We subtract an assumed
provision for income taxes to calculate non-GAAP net income. In 2015 and 2016, we assumed a 38% tax rate in order to approximate our long-term effective
corporate tax rate.

Non-GAAP net income per diluted share is a non-GAAP financial measure that represents non-GAAP net income divided by the number of diluted
shares outstanding for the period used in the calculation of GAAP net income (loss) per diluted share.

Management compensates for the above-described limitations of using non-GAAP measures by using a non-GAAP measure only to supplement our
GAAP results and to provide additional information that is useful to understand the factors and trends affecting our business.

The following table shows our net income (loss) reconciled to our EBITDA and our net cash flows from operating, investing and financing activities for
the indicated periods (in thousands):

 
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2016  2015  2016  2015
Net income (loss) $ 15,576  $ (14,966)  $ 32,297  $ (21,093)
Purchase amortization in cost of revenues 5,687  6,576  11,383  12,923
Purchase amortization in operating expenses 5,829  6,965  12,052  14,107
Depreciation and other amortization 5,924  5,133  11,526  9,457
Interest income (159)  (137)  (243)  (431)
Interest expense 2,455  2,354  4,964  4,697
Income tax expense (benefit), net 10,247  (7,380)  21,402  (6,809)

EBITDA $ 45,559  $ (1,455)  $ 93,381  $ 12,851

        

Net cash flows provided by (used in)        
Operating activities $ 34,438  $ (3,213)  $ 82,364  $ 26,956
Investing activities (13,905)  (178,153)  (13,489)  (189,247)
Financing activities (17,575)  (9,064)  (25,800)  (13,117)
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Comparison of Three Months Ended June 30, 2016 and Three Months Ended June 30, 2015

Revenues. Revenues increased to $207 million for the three months ended June 30, 2016, from $171 million for the three months ended June 30, 2015.
The $36 million increase was primarily attributable to increased revenues of approximately $20 million from our Apartments Network, as well as the further
penetration of our subscription-based services and successful cross-selling of our services to our customers in existing markets, combined with continued high
renewal rates.

Gross Margin. Gross margin increased to $164 million for the three months ended June 30, 2016, from $126 million for the three months ended June 30,
2015. The gross margin percentage increased to 79% for the three months ended June 30, 2016, from 74% for the three months ended June 30, 2015. The
increase in the gross margin amount and percentage was principally due to an increase in revenues as well as a decrease in cost of revenues of $2 million. The
decrease in cost of revenues was primarily due to a $1 million decrease in the amortization of intangible assets and a $1 million decrease in research
personnel costs.

 
Selling and Marketing Expenses. Selling and marketing expenses decreased to $80 million for the three months ended June 30, 2016, from $92 million

for the three months ended June 30, 2015, and decreased as a percentage of revenues to 39% for the three months ended June 30, 2016, compared to 54% for
the three months ended June 30, 2015. The decrease in the amount and percentage of selling and marketing expenses was primarily due to a decrease in
marketing expense for the wide-scale marketing campaign to generate brand awareness and site traffic for Apartments.com during the three months ended
June 30, 2016, compared to the three months ended June 30, 2015.

Software Development Expenses. Software development expenses increased to $20 million for the three months ended June 30, 2016, from $17 million
for the three months ended June 30, 2015, and decreased as a percentage of revenues to 9% for the three months ended June 30, 2016, compared to 10% for
the three months ended June 30, 2015. The increase in the amount of software development expenses was primarily due to an increase in personnel costs to
support enhancements and upgrades to our services.

General and Administrative Expenses. General and administrative expenses remained relatively consistent at $30 million for each of the three months
ended June 30, 2016 and 2015 and decreased as a percentage of revenues to 15% for the three months ended June 30, 2016, compared to 18% for the three
months ended June 30, 2015.

Purchase Amortization Expense. Purchase amortization expense decreased to $6 million for the three months ended June 30, 2016, compared to $7
million for the three months ended June 30, 2015, and decreased as a percentage of revenues to 3% for the three months ended June 30, 2016, compared to
4% for the three months ended June 30, 2015. The decrease in the amount and percentage of purchase amortization expense was primarily due to a decrease
in purchase amortization expense from Apartments.com of $1 million and from LoopNet of approximately $468,000 due to the accelerated amortization of
the Apartments.com and LoopNet acquired customer bases, partially offset by an increase in purchase amortization expense of approximately $550,000 from
Apartment Finder for the three months ended June 30, 2016, compared to the three months ended June 30, 2015.

Interest and Other Income. Interest and other income remained relatively consistent at approximately $159,000 for the three months ended June 30, 2016,
compared to approximately $137,000 for the three months ended June 30, 2015.

Interest and Other Expense. Interest and other expense remained relatively consistent at approximately $2 million for each of the three months ended
June 30, 2016 and 2015.

Income Tax Expense (Benefit), Net. Income tax expense (benefit), net changed to a $10 million income tax expense for the three months ended June 30,
2016, from a $7 million income tax benefit for the three months ended June 30, 2015. This change was primarily due to higher income before income taxes
for the three months ended June 30, 2016, as compared to the three months ended June 30, 2015, as a result of our increased revenues and decreased operating
expenses.
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Comparison of Business Segment Results for Three Months Ended June 30, 2016 and Three Months Ended June 30, 2015

We manage our business geographically in two operating segments, with our primary areas of measurement and decision-making being North America,
which includes the U.S. and Canada, and International, which includes the U.K., Spain, Germany and France. Management relies on an internal management
reporting process that provides revenue and operating segment EBITDA, which is our net income (loss) before interest, income taxes, depreciation and
amortization. Management believes that operating segment EBITDA is an appropriate measure for evaluating the operational performance of our operating
segments. EBITDA is used by management to internally measure our operating and management performance and to evaluate the performance of our
business. However, this measure should be considered in addition to, not as a substitute for or superior to, income from operations or other measures of
financial performance prepared in accordance with GAAP.

Segment Revenues. North America revenues increased to $200 million for the three months ended June 30, 2016, from $164 million for the three months
ended June 30, 2015. This increase in North America revenue was primarily due to increased revenue of approximately $20 million from our Apartments
Network, as well as the further penetration of our subscription-based services and successful cross-selling of our services to our customers in existing
markets, combined with continued high renewal rates. International revenues increased to $7 million for the three months ended June 30, 2016, compared to
$6 million for the three months ended June 30, 2015. This increase was primarily due to further penetration of our subscription-based services resulting from
sales of CoStar Suite.

Segment EBITDA. North America EBITDA increased to $45 million for the three months ended June 30, 2016, from $(2) million for the three months
ended June 30, 2015. The increase in North America EBITDA was primarily due to an increase in revenues. International EBITDA increased to $432,000 for
the three months ended June 30, 2016, from approximately $399,000 for the three months ended June 30, 2015. This increase in International EBITDA was
primarily due to an increase in revenues. North America EBITDA includes an allocation of approximately $142,000 and $336,000 for the three months ended
June 30, 2016 and 2015, respectively. This allocation represents costs incurred for International employees involved in development activities of the
Company's North America operating segment. International EBITDA includes a corporate allocation of approximately $78,000 and $69,000 for the three
months ended June 30, 2016 and 2015, respectively. This corporate allocation represents costs incurred for North America employees involved in
management and expansion activities of the Company’s International operating segment.

Comparison of Six Months Ended June 30, 2016 and Six Months Ended June 30, 2015

Revenues. Revenues increased to $407 million for the six months ended June 30, 2016, from $330 million for the six months ended June 30, 2015. The
$77 million increase was primarily attributable to increased revenues of approximately $46 million from our Apartments Network, as well as the further
penetration of our subscription-based services and successful cross-selling of our services to our customers in existing markets, combined with continued high
renewal rates.

Gross Margin. Gross margin increased to $321 million for the six months ended June 30, 2016, from $240 million for the six months ended June 30,
2015. The gross margin percentage increased to 79% for the six months ended June 30, 2016, from 73% for the six months ended June 30, 2015. The increase
in the gross margin amount and percentage was principally due to an increase in revenues as well as a decrease in cost of revenues of $4 million. The decrease
in cost of revenues was primarily due to a $2 million decrease in the amortization of intangible assets and a $2 million decrease in research personnel costs.

 
Selling and Marketing Expenses. Selling and marketing expenses decreased to $156 million for the six months ended June 30, 2016, from $162 million

for the six months ended June 30, 2015, and decreased as a percentage of revenues to 38% for the six months ended June 30, 2016, compared to 49% for the
six months ended June 30, 2015. The decrease in the amount and percentage of selling and marketing expenses was primarily due to a $12 million decrease in
marketing expense primarily for the wide-scale marketing campaign to generate brand awareness and site traffic for Apartments.com, partially offset by a $6
million increase in sales personnel costs during the six months ended June 30, 2016, compared to the six months ended June 30, 2015.
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Software Development Expenses. Software development expenses increased to $37 million for the six months ended June 30, 2016, from $32 million for
the six months ended June 30, 2015, and decreased as a percentage of revenues to 9% for the six months ended June 30, 2016, compared to 10% for the six
months ended June 30, 2015. The increase in the amount of software development expenses was primarily due to an increase in personnel costs to support
enhancements and upgrades to our services.

General and Administrative Expenses. General and administrative expenses increased to $58 million for the six months ended June 30, 2016, from $55
million for the six months ended June 30, 2015, and decreased as a percentage of revenues to 14% for the six months ended June 30, 2016, compared to 17%
for the six months ended June 30, 2015. The increase in the amount of general and administrative expenses was primarily due to an increase in bad debt
expense.

Purchase Amortization Expense. Purchase amortization expense decreased to $12 million for the six months ended June 30, 2016, compared to $14
million for the six months ended June 30, 2015, and decreased as a percentage of revenues to 3% for the six months ended June 30, 2016, compared to 4% for
the six months ended June 30, 2015. The decrease in the amount and percentage of purchase amortization expense was primarily due to a decrease in
purchase amortization expense from Apartments.com of $3 million and from LoopNet of approximately $965,000 due to the accelerated amortization of the
Apartments.com and LoopNet acquired customer bases, partially offset by an increase in purchase amortization expense of approximately $2 million from
Apartment Finder for the six months ended June 30, 2016, compared to the six months ended June 30, 2015.

Interest and Other Income. Interest and other income decreased to approximately $243,000 for the six months ended June 30, 2016, compared to
approximately $431,000 for the six months ended June 30, 2015. The decrease was primarily due to our lower average cash, cash equivalent and investment
balances during the six months ended June 30, 2016 compared to the six months ended June 30, 2015, due to cash paid in connection with the June 1, 2015
acquisition of Apartment Finder.

Interest and Other Expense. Interest and other expense remained relatively consistent at approximately $5 million for each of the six months ended
June 30, 2016 and 2015.

Income Tax Expense, Net. Income tax expense (benefit), net changed to a $21 million income tax expense for the six months ended June 30, 2016, from a
$7 million income tax benefit for the six months ended June 30, 2015. This change was primarily due to higher income before income taxes for the six
months ended June 30, 2016, as compared to the six months ended June 30, 2015, as a result of our increased revenues.

Comparison of Business Segment Results for Six Months Ended June 30, 2016 and Six Months Ended June 30, 2015

Segment Revenues. North America revenues increased to $393 million for the six months ended June 30, 2016, from $318 million for the six months
ended June 30, 2015. This increase in North America revenue was primarily due to increased revenue of approximately $46 million from our Apartments
Network, as well as the further penetration of our subscription-based services and successful cross-selling of our services to our customers in existing
markets, combined with continued high renewal rates. International revenues increased to $13 million for the six months ended June 30, 2016, compared to
$12 million for the six months ended June 30, 2015. This increase was primarily due to further penetration of our subscription-based services resulting from
sales of CoStar Suite.

Segment EBITDA. North America EBITDA increased to $92 million for the six months ended June 30, 2016, from $12 million for the six months ended
June 30, 2015. The increase in North America EBITDA was primarily due to an increase in revenues. International EBITDA remained relatively consistent at
approximately $1 million for each of the six months ended June 30, 2016 and 2015. North America EBITDA includes an allocation of approximately
$309,000 and $538,000 for the six months ended June 30, 2016 and 2015, respectively. This allocation represents costs incurred for International employees
involved in development activities of the Company's North America operating segment. International EBITDA includes a corporate allocation of
approximately $133,000 and $126,000 for the six months ended June 30, 2016 and 2015, respectively. This corporate allocation represents costs incurred for
North America employees involved in management and expansion activities of the Company’s International operating segment.
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Liquidity and Capital Resources

Our principal sources of liquidity are cash, cash equivalents and debt from our term loan and revolving credit facility. Total cash, cash equivalents and
short-term investments increased to $465 million as of June 30, 2016 compared to cash and cash equivalents of $422 million as of December 31, 2015. The
increase in cash, cash equivalents and short-term investments for the six months ended June 30, 2016 was primarily due to net cash provided by operating
activities of approximately $82 million, partially offset by payments of long-term debt of $20 million.

Changes in cash and cash equivalents are dependent upon changes in, among other things, working capital items such as accounts receivable, accounts
payable, various accrued expenses and deferred revenues, as well as changes in our capital structure due to stock option exercises and similar events.

Net cash provided by operating activities for the six months ended June 30, 2016 was approximately $82 million compared to approximately $27 million
for the six months ended June 30, 2015. This $55 million increase was primarily due to an increase of $74 million in net income plus non-cash items, partially
offset by a net decrease of $19 million in changes in operating assets and liabilities. The $19 million net decrease in changes in operating assets and liabilities
was primarily due to differences in timing of payments of disbursements.

Net cash used in investing activities for the six months ended June 30, 2016 was approximately $13 million compared to approximately $189 million for
the six months ended June 30, 2015. This $176 million decrease in investing activities was primarily due to the $173 million of cash used for the acquisition
of Apartment Finder on June 1, 2015 compared to the $11 million of cash used for the acquisitions of Thomas Daily and certain assets related to the business
operations of Apartment Finder's independent distributors for the six months ended June 30, 2016.

Net cash used in financing activities was approximately $26 million for the six months ended June 30, 2016 compared to approximately $13 million for
the six months ended June 30, 2015. This $13 million increase in net cash used in financing activities was primarily due to an increase in the payments of
long-term debt resulting from a $15 million prepayment of the term loan facility on April 29, 2016.

Our future capital requirements will depend on many factors, including, among others, our operating results, expansion and integration efforts, and our
level of acquisition activity or other strategic transactions.

During the six months ended June 30, 2016, we incurred capital expenditures of approximately $7 million. We expect to make aggregate capital
expenditures in 2016 of approximately $25 million to $30 million, primarily related to the build out of leased office space and investment in technology.

In conjunction with the launch of the improved Apartments.com website, we embarked on a wide-scale marketing campaign in 2015 to generate brand
awareness and site traffic for Apartments.com. In 2016, we ran a Super Bowl ad to continue to generate brand awareness and site traffic for Apartments.com.
We expect to continue to invest in sales and marketing, including sales and marketing for Apartments.com and our other brands as we seek to continue to
grow the number of our subscribers and advertisers.

To date, we have grown in part by acquiring other companies and we may continue to make acquisitions. Our acquisitions may vary in size and could be
material to our current operations. We may use cash, stock, debt or other means of funding to make these acquisitions.  

In consideration for the purchase of Apartment Finder, on June 1, 2015, we paid $173 million in cash, including an estimated $3 million in connection
with a preliminary net working capital adjustment as of the closing date. Pursuant to the terms of the agreement and plan of merger, the purchase price was
increased by approximately $21,000 following the final determination of the net working capital of NCI as of the closing date, and this amount was paid to
NCI in the third quarter of 2015.

The term loan facility available to us under a credit agreement dated April 1, 2014 (the “2014 Credit Agreement”), provides for a $400 million term loan
facility and a $225 million revolving credit facility, each with a term of five years. The undrawn proceeds of the revolving credit facility are available for our
working capital needs and other general corporate purposes. As of June 30, 2016, maturities of our borrowings under the 2014 Credit Agreement for each of
the next three years ended June 30, 2017 to 2019, are expected to be $15 million, $45 million and $285 million, respectively. On April 29, 2016, we prepaid
the principal payments for our term loan facility due over the next three quarters, for an aggregate prepayment amount of $15 million.
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The revolving credit facility includes a subfacility for swingline loans of up to $10 million, and up to $10 million of the revolving credit facility is
available for the issuance of letters of credit. The term loan facility will amortize in quarterly installments in amounts resulting in an annual amortization of
5% during each of the first, second and third years, 10% during the fourth year and 15% during the fifth year after the Closing Date, with the remainder
payable at final maturity. The loans under the 2014 Credit Agreement bear interest, at our option, either (i) during any interest period selected by us, at the
London interbank offered rate for deposits in U.S. dollars with a maturity comparable to such interest period, adjusted for statutory reserves (“LIBOR”), plus
an initial spread of 2% per annum, subject to adjustment based on our First Lien Secured Leverage Ratio (as defined in the 2014 Credit Agreement), or (ii) at
the greatest of (x) the prime rate from time to time announced by JPMorgan Chase Bank, N.A., (y) the federal funds effective rate plus 0.5% and (z) LIBOR
for a one-month interest period plus 1%, plus an initial spread of 1% per annum, subject to adjustment based on our First Lien Secured Leverage Ratio. If an
event of default occurs under the 2014 Credit Agreement, the interest rate on overdue amounts will increase by 2% per annum. The obligations under the
2014 Credit Agreement are guaranteed by all of our material subsidiaries and are secured by a lien on substantially all of our assets and those of our material
subsidiaries, in each case subject to certain exceptions, pursuant to security and guarantee documents entered into on the Closing Date.

The 2014 Credit Agreement requires us to maintain (i) a First Lien Secured Leverage Ratio (as defined in the 2014 Credit Agreement) not exceeding 3.5
to 1.0 during the three months ended June 30, 2016, and each full fiscal quarter thereafter and (ii) after the incurrence of additional indebtedness under certain
specified exceptions in the 2014 Credit Agreement, a Total Leverage Ratio (as defined in the 2014 Credit Agreement) not exceeding 4.5 to 1.0 during the
three months ended June 30, 2016, and each full fiscal quarter thereafter. The 2014 Credit Agreement also includes other covenants, including covenants that,
subject to certain exceptions, restrict our ability to (i) incur additional indebtedness, (ii) create, incur, assume or permit to exist any liens, (iii) enter into
mergers, consolidations or similar transactions, (iv) make investments and acquisitions, (v) make certain dispositions of assets, (vi) make dividends,
distributions and prepayments of certain indebtedness, and (vii) enter into certain transactions with affiliates. We were in compliance with the covenants in the
2014 Credit Agreement as of June 30, 2016.

As of June 30, 2016 and December 31, 2015, no amounts were outstanding under our revolving credit facilities. Total interest expense for our term loan
facilities and revolving credit facilities was approximately $2 million for each of the three months ended June 30, 2016 and 2015. Total interest expense for
our term loan facilities and revolving credit facilities was approximately $5 million for each of the six months ended June 30, 2016 and 2015. Interest expense
included amortized debt issuance costs of approximately $799,000 and $829,000 for the three months ended June 30, 2016 and 2015, respectively. Interest
expense included amortized debt issuance costs of approximately $2 million for each of the six months ended June 30, 2016 and 2015. Total interest paid for
the term loan facility was approximately $1 million and $2 million for the three months ended June 30, 2016 and 2015, respectively. Total interest paid for the
term loan facility was approximately $3 million for each of the six months ended June 30, 2016 and 2015.

 
Based on current plans, we believe that our available cash combined with positive cash flow provided by operating activities should be sufficient to fund

our operations for at least the next 12 months.

As of June 30, 2016, we had $12 million par value of short-term and long-term investments in student loan ARS, which failed to settle at auctions. The
majority of these investments are of high credit quality with AAA credit ratings and are primarily securities supported by guarantees from the FFELP of the
U.S. Department of Education. While we continue to earn interest on these investments, most of the investments are not liquid in the short-term. In the event
we need to immediately access these funds, we may have to sell these securities at an amount below par value. Based on our ability to access our cash and
cash equivalents, and our expected operating cash flows, we do not anticipate having to sell these investments below par value in order to operate our
business in the foreseeable future.

Recent Accounting Pronouncements

There have been no developments to the Recent Accounting Pronouncements discussion included in our Annual Report on Form 10-K for the year ended
December 31, 2015, including the expected dates of adoption and estimated effects on our consolidated financial statements, except for the following:
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In May 2014, the Financial Accounting Standards Board (“FASB”) and International Accounting Standards Board (“IASB”) jointly issued a new revenue
recognition standard that is designed to improve financial reporting by creating common recognition guidance for U.S. GAAP and International Financial
Reporting Standards (“IFRS”). This guidance provides a robust framework for addressing revenue issues, improves the comparability of revenue recognition
practices across industries, provides useful information to users of financial statements through improved disclosure requirements and simplifies the
presentation of financial statements. The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. From
March to May of 2016, amendments to the new revenue recognition standard were issued to clarify numerous accounting topics, including, but not limited to
(i) the implementation guidance on principal versus agent considerations, (ii) the identification of performance obligations, (iii) the licensing implementation
guidance, (iv) the objective of the collectibility criterion and (v) the application of the variable consideration guidance and modified retrospective transition
method. This guidance permits the use of either a full retrospective method or a modified retrospective approach. The modified retrospective approach would
be applied only to the most current period presented along with a cumulative-effect adjustment at the date of adoption. This guidance will be effective for
annual reporting periods beginning after December 15, 2017, although companies may adopt the standard as early as annual reporting periods beginning after
December 15, 2016, including interim periods within that reporting period. We have not yet determined when we will adopt the standard or selected a
transition method and are currently evaluating the impact this guidance will have on our financial statements.

In February 2016, the FASB issued authoritative lease guidance to increase transparency and comparability among organizations. The guidance requires a
company to recognize lease assets and lease liabilities on the balance sheet as well as disclose key information about leasing arrangements. This guidance is
effective on a modified retrospective basis for annual reporting periods beginning after December 15, 2018, including interim periods within that reporting
period. Early application is permitted. We are currently evaluating the impact this guidance will have on our financial statements and related disclosures.

In March 2016, the FASB issued authoritative guidance to simplify several aspects of the accounting for share-based payment transactions, including the
income tax consequences, classification of awards as either equity or liabilities, and classification of share-based payment transactions on the statement of
cash flows. The guidance requires a company to (i) recognize all excess tax benefits and tax deficiencies as income tax expense or benefit in the statement of
operations using a prospective transition method, (ii) recognize excess tax benefits in the current period regardless of whether the benefit reduces taxes
payable using a modified retrospective transition method, and (iii) classify all excess tax benefits as operating activities within the statement of cash flows
using either a prospective transition method or a retrospective transition method. The guidance also allows a company to (i) elect whether to estimate the
number of awards expected to vest or account for forfeitures when they occur, and (ii) withhold up to the maximum statutory tax rate in the applicable
jurisdiction for awards, both of which should be applied using a modified retrospective transition method. Finally, the guidance requires a company to classify
the cash paid by an employer when directly withholding shares for tax withholding purposes as a financing activity within the statement of cash flows using a
retrospective transition method. This guidance is effective for annual reporting periods beginning after December 15, 2016, including interim periods within
that reporting period. Early application is permitted. We are currently evaluating the impact this guidance will have on our financial statements and related
disclosures.

In June 2016, the FASB issued authoritative guidance designed to provide financial statement users with more information about the expected credit
losses on financial instruments and other commitments to extend credit held by a reporting entity at each reporting date. When determining such expected
credit losses, the guidance requires companies to apply a methodology that reflects expected credit losses and requires consideration of a broader range of
reasonable and supportable information to inform credit loss estimates. This guidance is effective on a modified retrospective basis for annual reporting
periods beginning after December 15, 2019, including interim periods within that reporting period. Companies may adopt the standard as early as annual
reporting periods beginning after December 15, 2018. We are currently evaluating the impact this guidance will have on our financial statements and related
disclosures.

39



Cautionary Statement Concerning Forward-Looking Statements

We have made forward-looking statements in this Report and make forward-looking statements in our press releases and conference calls that are subject
to risks and uncertainties. Forward-looking statements include information that is not purely historic fact and include, without limitation, statements
concerning our financial outlook for 2016 and beyond, our possible or assumed future results of operations generally, and other statements and information
regarding assumptions about our revenues, net income (loss), net income (loss) per share, fully diluted net income (loss) per share, EBITDA, adjusted
EBITDA, non-GAAP net income, non-GAAP net income per share, weighted-average outstanding shares, taxable income (loss), cash flow from operating
activities, available cash, operating costs, amortization expense, intangible asset recovery, capital and other expenditures, effective tax rate, equity
compensation charges, future taxable income, purchase amortization, pending acquisitions, the anticipated benefits of completed or proposed acquisitions, the
anticipated benefits of cross-selling efforts, product development and release, the anticipated benefits of combining the backend systems of CoStar and
LoopNet, any future re-branding effort if we combine certain aspects of the CoStar and LoopNet services, sales and marketing campaigns, product
integrations, elimination and de-emphasizing of services, contract renewal rate, the timing of future payments of principal under our $400 million term loan
facility available to us under the 2014 Credit Agreement, expectations regarding our compliance with financial and restrictive covenants in the 2014 Credit
Agreement, financing plans, geographic expansion, capital structure, contractual obligations, legal proceedings and claims, our database, database growth,
services and facilities, employee relations, future economic performance, our ability to liquidate or realize our short-term and long-term investments,
management’s plans, goals and objectives for future operations, and growth and markets for our stock. Sections of this Report which contain forward-looking
statements include the Financial Statements and related Notes, “Management's Discussion and Analysis of Financial Condition and Results of Operations,”
“Quantitative and Qualitative Disclosures About Market Risk,” “Controls and Procedures,” “Legal Proceedings” and “Risk Factors.”

Our forward-looking statements are also identified by words such as “hope,” “anticipate,” “may,” “believe,” “expect,” “intend,” “will,” “should,” “plan,”
“estimate,” “predict,” “continue” and “potential” or the negative of these terms or other comparable terminology. You should understand that these forward-
looking statements are estimates reflecting our judgment, beliefs and expectations, not guarantees of future performance. They are subject to a number of
assumptions, risks and uncertainties that could cause actual results to differ materially from those expressed or implied in the forward-looking statements. The
following important factors, in addition to those discussed or referred to under the heading “Risk Factors,” and other unforeseen events or circumstances,
could affect our future results and could cause those results or other outcomes to differ materially from those expressed or implied in our forward-looking
statements: commercial real estate market conditions; general economic conditions, both domestic and international; our ability to identify, acquire and
integrate acquisition candidates; our ability to realize the expected benefits, cost savings or other synergies from acquisitions, including the acquisitions of
Apartments.com, Apartment Finder, Thomas Daily and the assets of Belbex, on a timely basis or at all; our ability to combine acquired businesses
successfully or in a timely and cost-efficient manner; business disruption relating to integration of acquired businesses or other business initiatives; the
amount of investment for sales and marketing and our ability to realize a return on investments in sales and marketing; our ability to effectively and
strategically combine, eliminate or de-emphasize service offerings; reductions in revenues as a result of service changes; the time and resources required to
develop upgraded or new services and to expand service offerings; changes or consolidations within the commercial real estate industry; customer retention;
our ability to attract new clients; our ability to sell additional services to existing clients; our ability to integrate our North America and International product
offerings; our ability to integrate the backend systems of CoStar and LoopNet and subsequently create efficiencies in operations and improved data for our
customers; our ability to successfully introduce and cross-sell new products or upgraded services in U.S. and foreign markets; our ability to attract consumers
to our online marketplaces; the success of our marketing campaigns in generating brand awareness and site traffic; competition; foreign currency fluctuations;
global credit market conditions affecting investments; our ability to continue to expand successfully, timely and in a cost-efficient manner, including
internationally; our ability to effectively penetrate and gain acceptance in new sectors and geographies; our ability to control costs; litigation; changes in
accounting policies or practices; release of new and upgraded services or entry into new markets by us or our competitors; data quality; expansion, growth,
development or reorganization of our sales force; employee retention; technical problems with our services; managerial execution; changes in relationships
with real estate brokers, property managers, financial institutions and other strategic partners; legal and regulatory issues; and successful adoption of and
training on our services. 

Accordingly, you should not place undue reliance on forward-looking statements, which speak only as of, and are based on information available to us
on, the date of this Report. All subsequent written and oral forward-looking statements attributable to us or any person acting on our behalf are expressly
qualified in their entirety by the cautionary statements contained or referred to in this section. We do not undertake any obligation to update any such
statements or release publicly any revisions to these forward-looking statements to reflect new information or events or circumstances after the date of this
Report or to reflect the occurrence of unanticipated events.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

We provide information, analytics and online marketplace services to the commercial real estate and related business community in the U.S. and parts of
the U.K., Canada, Spain, Germany and France. Our functional currency for our operations in the U.K., Canada, Spain, Germany, and France is the local
currency. As such, fluctuations in the British Pound, Canadian dollar and Euro may have an impact on our business, results of operations and financial
position. We currently do not use financial instruments to hedge our exposure to exchange rate fluctuations with respect to our foreign subsidiaries. We may
seek to enter hedging transactions in the future to reduce our exposure to exchange rate fluctuations, but we may be unable to enter into hedging transactions
successfully, on acceptable terms or at all. As of June 30, 2016, accumulated other comprehensive loss included a loss from foreign currency translation
adjustments of approximately $10 million.

We do not have material exposure to market risks associated with changes in interest rates related to cash equivalent securities held as of June 30, 2016.
As of June 30, 2016, we had $465 million of cash, cash equivalents and short-term investments. If there is an increase or decrease in interest rates, there will
be a corresponding increase or decrease in the amount of interest earned on our cash and cash equivalents.

As of June 30, 2016, we had $345 million of long-term debt bearing interest at a variable rate of LIBOR plus 2%, subject to adjustment based on our
First Lien Secured Leverage Ratio (as defined in the 2014 Credit Agreement). If there is an increase or decrease in interest rates, there will be a corresponding
increase or decrease in the amount of interest expense on our long-term debt. Based on our outstanding borrowings as of June 30, 2016, an increase in the
interest rate by 25 basis points would result in an increase of approximately $900,000 in interest expense annually. Based on our outstanding borrowings as of
June 30, 2016, a decrease in the interest rate by 25 basis points would result in a decrease of approximately $900,000 in interest expense annually. Based on
our ability to access our cash and cash equivalents, and our expected operating cash flows, we do not believe that increases or decreases in interest rates will
impact our ability to operate our business in the foreseeable future.

Included within our short-term and long-term investments are investments in mostly AAA-rated student loan ARS. These securities are primarily
securities supported by guarantees from the FFELP of the U.S. Department of Education. As of June 30, 2016, $12 million of our investments in ARS failed
to settle at auction. As a result, we may not be able to sell these investments at par value until a future auction on these investments is successful. In the event
we need to immediately liquidate these investments, we may have to locate a buyer outside the auction process, who may be unwilling to purchase the
investments at par, resulting in a loss. Based on an assessment of fair value of these investments in ARS as of June 30, 2016, we determined that there was a
net decline in the fair value of our ARS investments of approximately $206,000, which was deemed to be a temporary impairment and recorded as an
unrealized loss in accumulated other comprehensive loss in stockholders’ equity. If the issuers are unable to successfully close future auctions and/or their
credit ratings deteriorate, we may be required to adjust the carrying value of these investments as a temporary impairment and recognize a greater unrealized
loss in accumulated other comprehensive loss or as an other-than-temporary impairment charge to earnings. Based on our ability to access our cash and cash
equivalents, and our expected operating cash flows, we do not anticipate having to sell these securities below par value in order to operate our business in the
foreseeable future. See Notes 4 and 5 to the Notes to Condensed Consolidated Financial Statements included in Part I of this Quarterly Report on Form 10-Q
for further discussion.

We had approximately $1 billion in intangible assets as of June 30, 2016. As of June 30, 2016, we believe our intangible assets will be recoverable,
however, changes in the economy, the business in which we operate and our own relative performance could change the assumptions used to evaluate
intangible asset recoverability. In the event that we determine that an asset has been impaired, we would recognize an impairment charge equal to the amount
by which the carrying amount of the assets exceeds the fair value of the asset. We continue to monitor these assumptions and their effect on the estimated
recoverability of our intangible assets.
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Item 4. Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports filed or submitted
under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the Securities and Exchange Commission’s
rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow for timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures,
management recognized that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the
desired control objectives, and management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

As of June 30, 2016, we carried out an evaluation, under the supervision and with the participation of our management, including our Chief Executive
Officer and our Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures. Based on the foregoing,
our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective and were operating at a
reasonable assurance level.

There have been no changes in our internal control over financial reporting during our most recent fiscal quarter that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

 Currently, and from time to time, we are involved in litigation incidental to the conduct of our business. We are not a party to any lawsuit or proceeding
that, in the opinion of our management based on consultations with legal counsel, is likely to have a material adverse effect on our financial position or results
of operations.

Item 1A. Risk Factors

In addition to the other information set forth in this Quarterly Report on Form 10-Q, you should carefully consider the factors discussed in Part I, “Item
1A Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2015 (the “2015 Form 10-K”), which could materially affect our
business, financial condition or future results. The risks described in our 2015 Form 10-K are not the only risks facing our company. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial condition
and/or results of operations. Other than the risk factors discussed below, there have been no material changes to the Risk Factors as previously disclosed in
Part I, “Item 1A Risk Factors” in our 2015 Form 10-K.

The economic effects of “Brexit” may affect relationships with existing and future customers and could have an adverse impact on our business and
operating results. On June 23, 2016, the U.K held a referendum in which British citizens approved an exit from the European Union (“E.U.”), commonly
referred to as “Brexit.” The referendum is non-binding; however, if passed into law, negotiations would commence to determine the future terms of the U.K.’s
relationship with the E.U. The impact to us from Brexit will depend, in part, on the outcome of tariff, trade, regulatory and other negotiations. This impact
may affect not only our U.K. operations but operations in other parts of the E.U. Any transitional or permanent agreements resulting from such negotiations
could potentially disrupt the markets we serve and the tax jurisdictions in which we operate.

As a result of the referendum, the global markets and currencies have been adversely impacted, including a sharp decline in the value of the British
Pound as compared to the U.S. dollar. A potential devaluation of the local currencies of our international customers relative to the U.S. dollar may impair the
purchasing power of our international customers and could cause international customers to decrease or cancel orders, or terminate or fail to renew
subscriptions for our services.

Volatility in exchange rates resulting from Brexit is expected to continue in the short term as the U.K negotiates its exit from the E.U. We translate sales
and other results denominated in foreign currency into U.S. dollars for our financial statements. During periods of a strengthening dollar, our reported
international sales and earnings could be reduced because foreign currencies may translate into fewer U.S. dollars.

The announcement of Brexit and the withdrawal of the U.K. from the E.U. may create global economic uncertainty, which may cause our customers to
closely monitor their costs and reduce their spending budgets on our products and services. In addition, Brexit could lead to legal uncertainty and potentially
divergent national laws and regulations as the U.K determines which E.U. laws to replace or replicate, and those laws and regulations may be cumbersome,
difficult or costly in terms of compliance. Any of these effects of Brexit, among others, could adversely affect our business, financial condition, operating
results and cash flows.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table is a summary of our repurchases of common stock during each of the three months in the quarter ended June 30, 2016:

ISSUER PURCHASES OF EQUITY SECURITIES

Month, 2016  

Total Number of
Shares

Purchased  

Average
Price Paid
per Share  

Total Number of
Shares

Purchased as
Part of Publicly

Announced
Plans or

Programs  

Maximum
Number of Shares
that May Yet Be
Purchased Under

the Plans or
Programs

April 1 through April 30  190  $ 178.69  —  —
May 1 through May 31  45,117  202.22  —  —
June 1 through June 30  —  —  —  —
Total  45,307 (1) $ 202.13  —  —

(1) The number of shares purchased consists of shares of common stock tendered by employees to the Company to satisfy the employees' minimum tax
withholding obligations arising as a result of vesting of restricted stock grants under the Company's 2007 Stock Incentive Plan, as amended, which shares
were purchased by the Company based on their fair market value on the vesting date. None of these share purchases were part of a publicly announced
program to purchase common stock of the Company.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

Item 6. Exhibits

See exhibits listed under the Exhibit Index below.
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SIGNATURES
 
 

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

 

 

 
COSTAR GROUP, INC.
 

Date: July 28, 2016 By:  /s/ Scott T. Wheeler      
 

 

 

 

Scott T. Wheeler
Chief Financial Officer
(Principal Financial and Accounting Officer and Duly Authorized
Officer)
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Exhibit No.  Description
2.1

 

Agreement and Plan of Merger, dated as of April 27, 2015, by and among CoStar Realty Information, Inc., Orange, LLC, Network
Communications, Inc., and Shareholder Representative Services LLC (Incorporated by reference to Exhibit 2.1 to the Registrant's Current
Report on Form 8-K filed with the Commission on April 29, 2015).

3.1
 

Third Amended and Restated Certificate of Incorporation (Incorporated by reference to Exhibit 3.1 to the Registrant's Current Report on
Form 8-K filed with the Commission on June 6, 2013).

3.2
 

Third Amended and Restated By-Laws (Incorporated by reference to Exhibit 3.1 to the Registrant's Current Report on Form 8-K filed
with the Commission on September 24, 2013).

10.1
 

CoStar Group, Inc. 2016 Stock Incentive Plan (Incorporated by reference to Exhibit 4.4 to the Registrant’s Registration Statement on
Form S-8 filed June 28, 2016).

10.2  CoStar Group, Inc. 2016 Cash Incentive Plan (filed herewith).
10.3

 
Form of 2016 Plan Restricted Stock Grant Agreement between the Registrant and certain of its officers, directors and employees (filed
herewith).

10.4
 

Form of 2016 Plan Restricted Stock Grant Agreement for Service Awards between the Registrant and certain of its officers and employees
(filed herewith).

10.5
 

Form of 2016 Plan Restricted Stock Unit Grant Agreement between the Registrant and certain of its officers and employees (filed
herewith).

10.6
 

Form of 2016 Plan Incentive Stock Option Grant Agreement between the Registrant and certain of its officers and employees (filed
herewith).

10.7  Form of 2016 Plan Incentive Stock Option Grant Agreement between the Registrant and Andrew C. Florance (filed herewith).
10.8

 
Form of 2016 Plan Nonqualified Stock Option Grant Agreement between the Registrant and certain of its officers, directors and
employees (filed herewith).

10.9  Form of 2016 Plan Nonqualified Stock Option Grant Agreement between the Registrant and Andrew C. Florance (filed herewith).
31.1  Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
31.2  Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
32.1

 
Certification of Principal Executive Officer pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002 (filed herewith).

32.2
 

Certification of Principal Financial Officer pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002 (filed herewith).

101

 

The following materials from CoStar Group, Inc.'s Quarterly Report on Form 10-Q for the quarter ended June 30, 2016, formatted in
XBRL (eXtensible Business Reporting Language): (i) Unaudited Condensed Consolidated Statement of Operations for the three and six
months ended June 30, 2016 and 2015, respectively; (ii) Unaudited Condensed Consolidated Statements of Comprehensive Income (Loss)
for the three and six months ended June 30, 2016 and 2015, respectively; (iii) Unaudited Condensed Consolidated Balance Sheets at June
30, 2016 and December 31, 2015, respectively; (iv) Unaudited Condensed Consolidated Statements of Cash Flows for the six months
ended June 30, 2016 and 2015, respectively; and (v) Notes to the Unaudited Condensed Consolidated Financial Statements that have been
detail tagged.
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EXHIBIT 10.2

COSTAR GROUP, INC.
2016 CASH INCENTIVE PLAN

1. Purpose. The purpose of this Plan is to provide certain employees of CoStar Group, Inc. and its Affiliates with incentive compensation based upon
the level of achievement of financial, business and/or other performance criteria. This Plan is intended to permit the payment of Cash Incentives that
may qualify as performance-based compensation under Code Section 162(m).

2. Definitions.

(a) “Affiliate” means (i) any entity that, directly or indirectly, is controlled by the Company and (ii) any entity in which the Company has a
significant equity interest.

(b) “Board” means the Board of Directors of the Company.

(c) “Cash Incentive” means a cash payment made pursuant to this Plan with respect to a particular Performance Period, determined pursuant
to Section 8 below.

(d) “Cash Incentive Formula” means as to any Performance Period, the formula established by the Committee pursuant to Section 6 in order
to determine the Cash Incentive amounts, if any, to be paid to Participants based upon the level of achievement of targeted goals for the
selected Performance Measures. The formula may differ from Participant to Participant or business group to business group. The Cash
Incentive Formula shall be of such a nature that an objective third party having knowledge of all the relevant facts could determine whether
targeted goals for the Performance Measures have been achieved.

(e) “Code” means the Internal Revenue Code of 1986, as amended.

(f) “Committee” means the Compensation Committee of the Board or any subcommittee thereof formed by the Compensation Committee for
the purpose of acting as the Committee hereunder. For purposes of satisfying the requirements of Code Section 162(m) and the regulations
thereunder, the Committee is intended to consist solely of “outside directors” as such term is defined in Code Section 162(m).

(g) “Company” means CoStar Group, Inc., a Delaware corporation.

(h) “Fiscal Year” means the calendar year.

(i) “Officer” means an officer of the Company or its Affiliates.

(j) “Participant” means an Officer.

(k) “Performance-Based Compensation” means compensation that qualifies as “performance-based compensation” within the meaning of
Code Section 162(m).



(l) “Performance Measure” means any one or more of the following performance criteria, either individually, alternatively or in any
combination, applied to either the Company as a whole or to a region, business unit, Affiliate or business segment, either individually,
alternatively or in any combination, and measured either on an absolute basis or relative to a pre-established target, to a previous period’s
results or to a designated comparison group, in each case as specified by the Committee: (i) cash flow (before or after dividends),
(ii) earnings or earnings per share (including earnings before interest, taxes, depreciation and amortization), (iii) stock price, (iv) return on
equity, (v) total stockholder return, (vi) return on capital or investment (including return on total capital, return on invested capital, or return
on investment), (vii) return on assets or net assets, (viii) market capitalization, (ix) economic value added, (x) debt leverage (debt to
capital), (xi) revenue, (xii) income or net income, (xiii) operating income, (xiv) operating profit or net operating profit, (xv) operating
margin or profit margin, (xvi) return on operating revenue, (xvii) cash from operations, (xviii) operating ratio, (xix) operating revenue,
(xx) customer service, (xxi) sales, or (xxii) cost savings.

(m) “Performance Period” means any Fiscal Year or such other period as determined by the Committee.

(n) “Plan” means this CoStar Group, Inc. 2016 Cash Incentive Plan.

(o) “Predetermination Date” means, for a Performance Period, (i) the earlier of 90 days after commencement of the Performance Period or
the expiration of 25% of the Performance Period, provided that the achievement of targeted goals under the selected Performance Measures
for the Performance Period is substantially uncertain at such time; or (ii) such other date on which a performance goal is considered to be
pre-established pursuant to Code Section 162(m).

3. Eligibility. The individuals eligible to participate in this Plan for a given Performance Period shall be Officers.

4. Plan Administration.

(a) The Plan shall be administered by the Committee. The Committee shall have full power and authority, subject to the provisions of the Plan
and subject to such orders or resolutions not inconsistent with the provisions of the Plan as may from time to time be adopted by the Board,
to: (i) select the Participants to whom Cash Incentives may from time to time be paid hereunder; (ii) determine the terms and conditions, not
inconsistent with the provisions of the Plan, of each Cash Incentive; (iii) determine the time when Cash Incentives will be granted and paid
and the Performance Period to which they relate; (iv) certify the achievement of Performance Measures and the maximum amount of the
Cash Incentive payable for each Participant in respect of Performance Periods; (v) determine whether payment of Cash Incentives may be
deferred by Participants as provided in Section 8(b); (vi) interpret and administer the Plan and any instrument or agreement entered into in
connection with the Plan; (vii) correct any defect, supply any omission or reconcile any inconsistency in the Plan or any Cash Incentive
award in the manner and to the extent that the Committee shall deem desirable to carry it into effect; (viii) establish such rules and
regulations and appoint such agents as it shall deem appropriate for the proper administration of the Plan; and (ix) make any other
determination and take any other action that the Committee deems necessary or desirable for administration of the Plan.

(b) Decisions of the Committee shall be final, conclusive and binding on all persons or entities, including the Company, any Affiliate, any
Participant and any person claiming any benefit or right under an award or under the Plan.

(c) Notwithstanding the foregoing, to the extent consistent with Code Section 162(m), the Committee may delegate the responsibility for
administering the Plan, subject to such limitations as the Committee deems appropriate. All references in the Plan to the "Committee" shall
be, as applicable, to the Committee or any other committee or officer to whom the Board or the Committee has delegated authority to
administer the Plan.

5. Term. This Plan shall be effective upon its approval at the Company’s 2016 annual stockholders meeting. Once approved by the Company's
stockholders, this Plan shall continue until the earlier of (i) a termination under Section 9 of this Plan, (ii) the date any stockholder approval
requirement under Code Section 162(m) ceases to be met or (iii) the date that is five years after the annual stockholder meeting in 2016 (provided
that, for the avoidance of doubt, payments may continue to be made under the Plan with respect to Performance Periods commencing before the date
of Plan termination.
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6. Cash Incentives. Prior to the Predetermination Date for a Performance Period, the Committee shall designate or approve in writing, the following:

(a) Performance Period;

(b) Positions or names of employees who will be Participants for the Performance Period;

(c) Targeted goals for selected Performance Measures during the Performance Period; and

(d) Applicable Cash Incentive Formula for each Participant, which may be for an individual Participant or a group of Participants.

7. Determination of Amount of Cash Incentive.

(a) Calculation. After the end of each Performance Period, the Committee shall certify in writing (to the extent required under Code Section
162(m)) the extent to which the targeted goals for the Performance Measures applicable to each Participant for the Performance Period were
achieved or exceeded. The Cash Incentive for each Participant shall be determined by applying the Cash Incentive Formula to the level of
actual performance that has been certified by the Committee. Notwithstanding any contrary provision of this Plan, the Committee, in its sole
discretion, may eliminate or reduce the Cash Incentive payable to any Participant below that which otherwise would be payable under the
Cash Incentive Formula. The aggregate Cash Incentive(s) payable to any Participant during any Fiscal Year shall not exceed $10 Million.
To the extent consistent with Code Section 162(m), the Committee (A) may appropriately adjust any evaluation of performance under the
Performance Measure to eliminate the effects of charges for restructurings, discontinued operations, and all items of gain, loss or expense
determined to be unusual in nature or infrequently occurring or related to the acquisition or disposal of a segment of a business or related to
a change in accounting principle all as determined in accordance with standards established by Accounting Standards Codification (“ASC”)
Topic 225, “Unusual or Infrequently Occurring Items,” or other applicable or successor accounting provisions, as well as the cumulative
effect of accounting changes, in each case as determined in accordance with generally accepted accounting principles or identified in the
Company’s financial statements or notes to the financial statements, and (B) may appropriately adjust any evaluation of performance under
a Performance Measure to exclude any of the following events that occurs during a Performance Period: (i) asset write-downs,
(ii) litigation, claims, judgments or settlements, (iii) the effect of changes in tax law or other such laws or provisions affecting reported
results, (iv) accruals for reorganization and restructuring programs and (v) accruals of any amounts for payment under this Plan or any other
compensation arrangement maintained by the Company or any Affiliate.

(b) Right to Receive Payment. Each Cash Incentive under this Plan shall be paid solely from general assets of the Company and its Affiliates.
This Plan is unfunded and unsecured; nothing in this Plan shall be construed to create a trust or to establish or evidence any Participant’s
claim of any right to payment of a Cash Incentive other than as an unsecured general creditor with respect to any payment to which he or
she may be entitled.

8. Payment of Cash Incentives.

(a) Timing of Distributions. The Company and its Affiliates shall distribute amounts payable to Participants as soon as is administratively
practicable following the determination and written certification of the Committee for a Performance Period, but in no event later than
March 15 after the end of the calendar year in which the Performance Period ends, except to the extent a Participant has made a timely
election to defer the payment of all or any portion of such Cash Incentive under a Company-approved deferred compensation plan or
arrangement.

(b) Payment. The payment of a Cash Incentive, if any (as determined by the Committee at the end of the Performance Period), with respect to
a specific Performance Period requires that the employee be an active employee on the Company’s or its Affiliate’s payroll on the last day
of each applicable Performance Period, subject to the terms of any employment agreements in effect prior to the effective date of this Plan
and the following:

(i) Leave of Absence or Non-Pay Status. A Participant may receive a Cash Incentive while on an approved leave of absence or non-
pay status. Such Cash Incentive shall be prorated in a manner that the Committee determines in it sole discretion.

3



(ii) Disability, Workforce Restructuring, Voluntary Severance Incentive Program, Divestiture or Retirement. To the extent
permitted by Code Section 162(m), a Participant who terminates due to disability, participation in a workforce restructuring or
voluntary severance incentive program, divestiture or retirement under the Company’s retirement policies may receive a prorated
Cash Incentive to the extent the Cash Incentive would have been paid had the Participant remained actively employed. The method
in which a Cash Incentive is prorated shall be determined by the Committee in its sole discretion.

(iii) Death. The estate of a Participant who dies prior to the end of a Performance Period or after the end of a Performance Period but
prior to payment may receive a Cash Incentive or prorated Cash Incentive. The method in which a Cash Incentive is prorated shall
be determined by the Company in its sole discretion.

(c) Change in Status. A Participant who has a change in status that results in being ineligible to participate in this Plan or eligible in more than
one variable pay plan, including this Plan, in a Performance Period may receive a prorated Cash Incentive, if any (as determined by the
Committee at the end of the Performance Period), under this Plan. The method in which a Cash Incentive is prorated shall be determined by
the Company in its sole discretion.

(d) Code Section 409A. The Cash Incentives payable under the Plan are intended to be excluded from coverage under Code Section 409A
pursuant to the “short-term deferral rule.” However, to the extent that any Cash Incentive under the Plan is subject to Code Section 409A,
the terms and administration of such Cash Incentive shall comply with the provisions of such Section, applicable IRS guidance and good
faith reasonable interpretations thereof, and, to the extent necessary to achieve compliance, shall be modified, replaced, or terminated at the
discretion of the Committee.

9. Amendment and Termination. The Committee may amend, modify, suspend or terminate this Plan or any Cash Incentive granted hereunder, in
whole or in part, at any time, including the adoption of amendments deemed necessary or desirable to correct any defect or to supply omitted data or
to reconcile any inconsistency in this Plan or in any Cash Incentive granted hereunder; provided, however, that no amendment, alteration, suspension
or discontinuation shall be made which would increase the amount of compensation payable pursuant to such Cash Incentive.

10. Withholding. Distributions pursuant to this Plan shall be subject to all applicable taxes and contributions required by law to be withheld in
accordance with procedures established by the Company.

11. No Additional Participant Rights.

(a) No individual or Participant shall have any claim to be granted any Cash Incentive under the Plan, and the Company has no obligation for
uniformity of treatment of Participants under the Plan.

(b) Furthermore, nothing in the Plan or any Cash Incentive granted under the Plan shall be deemed to constitute an employment contract or
confer or be deemed to confer on any Participant any right to continue in the employ of, or to continue any other relationship with, the
Company or any Affiliate or limit in any way the right of the Company or any Affiliate to terminate a Participant's employment or other
relationship at any time, with or without cause.

12. Successors. All obligations of the Company or its Affiliates under the Plan with respect to Cash Incentives shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all the business and/or assets of the Company.

13. Nonassignment. The rights of a Participant under this Plan shall not be assignable or transferable by the Participant except by will or the laws of
descent and distribution, except to the extent a Participant designates one or more beneficiaries on a Company-approved form who may receive
payment under the Plan after the Participant's death.

14. Severability. If any provision of the Plan or any Cash Incentive is determined to be invalid, illegal or unenforceable in any jurisdiction, or as to any
person, or would disqualify the Plan or any Cash Incentive under any law deemed applicable by the Committee, such provision shall be construed or
deemed amended to conform to applicable laws, or, if it cannot be so construed or deemed amended without, in the Committee's determination,
materially altering the intent of the Plan or the Cash Incentive, such provision shall be stricken as to such jurisdiction, person or Cash Incentive, and
the remainder of the Plan and any such Cash Incentive shall remain in full force and effect.
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15. Governing Law. The Plan, all Cash Incentives granted hereunder and all determinations made and actions taken pursuant hereto, to the extent not
otherwise governed by the laws of the United States, shall be governed by the laws of the State of Delaware without giving effect to principles of
conflicts of law.
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EXHIBIT 10.3

COSTAR GROUP, INC.
RESTRICTED STOCK AGREEMENT

2016 STOCK INCENTIVE PLAN

CoStar Group, Inc. (the “Company”) has granted you an award of restricted stock under the CoStar Group, Inc. 2016 Stock Incentive Plan, as
amended from time to time (the “Plan”), on the terms and conditions set forth below:

1. Grant of Restricted Stock. On the issue date indicated above (the “Date of Grant”), the Company hereby grants to you the number of shares
indicated above (the “Shares”) of common stock of the Company (the “Common Stock”) at the purchase price of $0.01 per share (the “Purchase Price”),
subject to the terms and conditions set forth below (the “Stock Grant”).

2. Governing Plan. This Stock Grant is subject in all respects to the applicable provisions of the Plan, a copy of the current form of which may be
accessed, viewed and/or printed under the “Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting
(by electronically signing) this agreement (the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the
Plan by reference and specifies other applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the
Plan. Whenever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan shall control.

3. Lapse of Restrictions.

a. The Stock Grant shall vest as indicated in the vest schedule above. In accordance with Section 4 below, any portion of the Stock Grant that
has not vested at your termination of employment, consultancy, directorship or other position making you an eligible participant under the
Plan will not thereafter vest, unless the Compensation Committee of the Company’s Board of Directors (or other administrator of the Plan,
the “Administrator”) determines otherwise.

b. The Stock Grant shall vest immediately upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or

iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.

Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for bankruptcy
protection or is reorganized following a bankruptcy filing.
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The provisions of Section 5 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those provisions).

c. The Administrator may, in its sole discretion, accelerate the time at which your Stock Grant shall vest; provided, that, except in the case of a
Change in Control or your death or disability, the Stock Grant shall not vest (i) before the one-year anniversary of the Date of Grant if
subject to achievement of performance criteria, and (ii) in all other cases, before the three-year anniversary of the Date of Grant.

d. The vesting period of the Stock Grant may be adjusted by the Administrator to reflect the decreased level of employment during any period
in which you are on an approved leave of absence or employed on a less than full time basis, provided, that the Administrator may take into
consideration any accounting consequences to the Company.

4. Termination of Service. Notwithstanding Section 3 above, if your service as a director, officer, employee or consultant (as applicable) of the
Company or any of its Subsidiaries is terminated, the Stock Grant shall immediately terminate and be canceled to the extent it is not vested on the date of your
termination, and any Shares subject to this Agreement which have not vested on or before that date shall be forfeited without the payment of any additional
consideration.

5. Corporate Change. Upon a Substantial Corporate Change, unless the Board determines otherwise, any unvested portion of the Stock Grant will
fully vest unless provision is made in writing in connection with such transaction for:

a. assumption or continuation of outstanding Stock Grants; or

b. the substitution for such Stock Grants, with appropriate adjustments as to the number and kind of shares of stock and prices, in which event
the Stock Grant will continue in the manner and under the terms so provided.

A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.

6. Restriction on Sale or Other Transfer. You shall not sell, pledge, assign, transfer, hypothecate or otherwise dispose of any unvested portion of the
Stock Grant, and such unvested portion of the Stock Grant shall not be subject to execution, attachment or similar legal process. Any attempt to sell, pledge,
assign, transfer, hypothecate or otherwise dispose of any unvested portion of the Stock Grant, or to subject such unvested portion of the Stock Grant to
execution, attachment or similar legal process, shall be null and void.

7. Procedure for Issuance of Shares. Following the Date of Grant, the Company will issue stock certificates in your name for the Shares, but the
stock certificates will remain in the Company’s custody, and the stock certificates will contain a legend describing the restrictions set forth in this Agreement.
As soon as practicable after all or any portion of the Stock Grant has vested as provided in Section 3 or 5, the Company shall issue new stock certificates for
those Shares, provided that
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a. you have complied with any requests for representations under the Plan;

b. the Company has received proof satisfactory to the Company that a person seeking to receive the Shares after your death or disability is
authorized and entitled to receive the Shares; and

c. you have satisfied any federal, state, or local tax withholding obligations.

The Company will round down any fractional Shares but will not make any cash or other payments in settlement of fractional shares eliminated by rounding.
If the Stock Grant has not then fully vested, the Company will carry forward the fractional Shares rather than eliminating them. Notwithstanding the
foregoing, the Company, in its sole discretion, may also use alternatives to issuing physical stock certificates, such as “book entry only” recordation.

8. Compliance with Securities Laws. Upon the acquisition of any Shares pursuant to this Agreement, you shall enter into such written
representations, warranties and agreements as the Company may reasonably request in order to comply with applicable securities laws or this Agreement.
Nothing herein obligates the Company to register or qualify the Shares pursuant to any federal or state securities laws.

9. Compliance with Laws. Notwithstanding any of the other provisions hereof, you agree that the Company will not be obligated to issue any Shares
pursuant to this Agreement, if issuing the Shares would violate any provision of any law or regulation of any governmental authority. Notwithstanding
anything to the contrary in Section 7, the certificates representing the Shares of Common Stock issued pursuant to this Agreement will be stamped or
otherwise imprinted with legends in such form as the Company may require with respect to any applicable restrictions on sale or transfer.

10. Voting and Other Rights. Subject to the provisions of the Plan and this Agreement, you shall have all of the powers, preferences, and rights of a
holder of Common Stock with respect to the Shares comprising the Stock Grant, including the right to vote the Shares and the right to dividends and other
distributions, if any. You agree and understand that nothing contained in this Agreement provides, or is intended to provide, you any protection against
potential future dilution of your stockholder interest in the Company for any reason, except as otherwise stated within the Plan. Any stock dividends paid in
respect of any unvested portion of the Stock Grant will be subject to the same restrictions and other terms and conditions that apply to the underlying Shares
with respect to which such stock dividends are issued.

11. Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the vesting of a Stock Grant,
including without limitation (a) restrictions under an insider trading policy and (b) restrictions as to the use of a specified brokerage firm for such resales or
other transfers.

12. Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment
at any time, with or without cause. The termination of employment, whether by the Company or any of its affiliates or otherwise, and regardless of the reason
therefore, has the consequences provided for hereunder, under the Plan and under any applicable employment or severance agreement.

13. Non-Transferability of Stock Grant. You may not assign or transfer the Stock Grant to anyone other than by will or the laws of descent and
distribution until the Shares become vested in accordance with Section 3 or 5 hereof. The Company may cancel the Stock Grant if you attempt to assign or
transfer it in a manner inconsistent with this Section 13.

14. Withholding of Tax and Section 83(b) Election.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the grant or vesting
of the Stock Grant. You understand that you (and not the Company) shall be solely responsible for your own tax liability that may arise as a
result of the transactions contemplated by this Agreement. The grant and vesting of the Stock Grant shall be subject to all applicable income
and employment tax withholdings. The Company may refuse to release the restriction on any Shares to you until you satisfy all applicable
tax withholding obligations. You acknowledge that the Company has the right, in its discretion, to deduct and retain without notice from
shares issuable upon vesting of the Stock Grant (or any portion thereof) or, unless otherwise determined by the Administrator, from salary
or other amounts payable to you, shares or cash having a value sufficient to satisfy the tax withholding obligations.
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b. To the extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of vesting of the Stock Grant or disposition of shares
issued as a result of such vesting. By accepting the Stock Grant, you agree that, unless and to the extent you have otherwise satisfied your
tax withholding obligations in a manner permitted or required by the Administrator pursuant to the Plan, the Company is authorized (but not
required) to deduct and retain without notice from the Shares in respect of the vested portion of the Stock Grant the whole number of shares
(rounding down) having a Fair Market Value on the vesting date or, if not a trading day, the first trading day before the vesting date (as
determined by the Company consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding
Obligation. If the withheld shares are not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as
practicable, by cash or check or, unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you,
any amount of the Tax Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.
Furthermore, the Company shall have the right to deduct and withhold any such applicable taxes from, or in respect of, any dividends or
other distributions paid on or in respect of the Common Stock comprising the Stock Grant.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the Stock Grant, regardless of any action the
Company takes or any transaction pursuant to this Section 14 with respect to any tax withholding obligations that arise in connection with
the Stock Grant. The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with
the grant, issuance, or vesting of the Stock Grant or the subsequent sale of any of the shares of Common Stock acquired upon vesting of the
Stock Grant. The Company does not commit and is under no obligation to structure the Stock Grant to reduce or eliminate your tax liability.

d. You understand that Section 83(a) of the Internal Revenue Code of 1986, as amended (the “Code”), taxes as ordinary income the difference
between (i) the amount (if any) paid for the Shares, and (ii) the fair market value of the Shares on the date any restrictions on the Shares
lapse. You further understand that you may elect to be taxed at the time the Shares are granted rather than when the applicable restrictions
lapse by filing an election under Section 83(b) of the Code with the U.S. Internal Revenue Service within 30 days from the date of purchase
of the Shares. You shall notify the Company of your intention to make an election under Section 83(b) of the Code at least five (5) business
days before making such election and promptly provide a copy of such election to the Company.

15. Extraordinary Corporate Transactions. You understand and agree that the existence of this Stock Grant will not affect in any way the right or
power of the Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise.

16. Resolution of Disputes. As a condition of this Stock Grant, you, on behalf of yourself, your heirs, successors and personal representatives (“you
and your successors”), agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors
agree to accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan with
respect to the Stock Grant, and you and your successors hereby explicitly waive any right to judicial review.

17. Payment of Purchase Price. If required by law, as a condition of this Stock Grant, you hereby authorize the Company to set-off from any salary,
wages, bonus or other monies owed to you by the Company or any of its affiliates, the Purchase Price for the Stock Grant.

18. General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Stock Grant. Any prior
agreements, commitments or negotiations concerning the Stock Grant are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.
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c. Any notice you give to the Company must be in writing and either hand-delivered or mailed to the Corporate Secretary of the Company (or
to the Chief Financial Officer if either you would receive the notice or the position is vacant). If mailed, it should be sent by certified mail
and be addressed to the foregoing executive at the Company’s then corporate headquarters. Any notice given to you will be addressed to
you at your address as reflected on the personnel records of the Company. You may change the address for notice by like notice to the
Company. Notice will be deemed to have been duly delivered when hand-delivered, or, if mailed, two business days after such notice is
postmarked.

d. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

e. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

f. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

g. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Stock Grant and the terms and conditions of the Plan within 60 days of issuance
of this Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the
Plan’s terms; (c) accept the Stock Grant subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may
be amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator
concerning any questions arising under the Plan with respect to the Stock Grant.

No one may sell, transfer, or distribute this Stock Grant or the securities that may be issued in connection with this Stock Grant without an
effective registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations
satisfactory to the Company that such registration is not required.
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EXHIBIT 10.4

COSTAR GROUP, INC.
RESTRICTED STOCK AGREEMENT

2016 STOCK INCENTIVE PLAN
(Employee Service Awards)

CoStar Group, Inc. (the “Company”) has granted you an award of restricted stock under the CoStar Group, Inc. 2016 Stock Incentive Plan, as
amended from time to time (the “Plan”), on the terms and conditions set forth below:

You will be deemed to have accepted the terms and conditions of this stock grant agreement if you do not reject the grant
and/or the terms and conditions within sixty (60) days of the Date of Grant (defined below). Any rejection of the grant or
the terms and conditions thereof should be addressed to: CoStar Group, Inc., 1331 L Street, NW, Washington, DC
20005, Attn: General Counsel.

1. Grant of Stock. On the issue date indicated above (the “Date of Grant”), the Company hereby grants to you the number of shares indicated above
(the “Shares”) of common stock of the Company (the “Common Stock”), subject to the terms and conditions set forth below (the “Stock Grant”).

2. Governing Plan. This Stock Grant is subject in all respects to the applicable provisions of the Plan, a copy of the current form of which may be
accessed, viewed and/or printed under the “Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting
(by electronically signing) this agreement (the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the
Plan by reference and specifies other applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the
Plan. Whenever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan shall control.

3. Restriction on Disposition. The Stock Grant shall be fully vested on the Date of Grant; provided, however, you may not sell, pledge, assign,
transfer, hypothecate or otherwise dispose of any portion of the Stock Grant awarded hereunder prior to twelve (12) months after the Date of Grant (the
“Holding Period”). Any attempt to sell, pledge, assign, transfer, hypothecate or otherwise dispose of any portion of the Stock Grant during the Holding Period
shall be null and void.

4. Termination as an Employee. Termination of your service as an Employee of the Company or any of its affiliates shall not affect the Stock Grant;
provided, however, you may not sell, pledge, assign, transfer, hypothecate or otherwise dispose of any portion of the Stock Grant awarded hereunder during
the Holding Period.

5. Issuance of Shares. Following the Date of Grant, the Company may issue and provide you with stock certificates in your name for the Shares or
issue your shares electronically in book entry form, but the shares will be subject to a legend describing the restrictions during the Holding Period described at
Section 3 above.

6. Compliance with Securities Laws. Upon the acquisition of any Shares pursuant to this Agreement, you shall enter into such written
representations, warranties and agreements as the Company may reasonably request in order to comply with applicable securities laws or this Agreement.
Nothing herein obligates the Company to register or qualify the Shares pursuant to any federal or state securities laws.

7. Compliance with Laws. Notwithstanding any of the other provisions hereof, you agree that the Company will not be obligated to issue any Shares
pursuant to this Agreement, if issuing the Shares would violate any provision of any law or regulation of any governmental authority. Notwithstanding
anything to the contrary in Section 5, the Shares of Common Stock issued pursuant to this Agreement will be subject to legends in such form as the Company
may require with respect to any applicable restrictions on sale or transfer.
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8. Voting and Other Rights. Subject to the provisions of the Plan and this Agreement, you shall have all of the powers, preferences, and rights of a
holder of Common Stock with respect to the Shares comprising the Stock Grant, including the right to vote the Shares and the right to dividends and other
distributions, if any. You agree and understand that nothing contained in this Agreement provides, or is intended to provide, you any protection against
potential future dilution of your stockholder interest in the Company for any reason, except as otherwise stated within the Plan.

9. Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment
at any time, with or without cause. The termination of employment, whether by the Company or any of its affiliates or otherwise, and regardless of the reason
therefore, has the consequences provided for hereunder, under the Plan and under any applicable employment or severance agreement.

10. Withholding of Tax. The Company shall have the right to deduct and retain from the Shares due to you under the Agreement all federal, state,
local or other taxes of any kind that the Company, in its sole discretion, deems necessary to be withheld to comply with the Internal Revenue Code of 1986, as
amended (the “Code”), and/or any other applicable law, rule or regulation. Alternatively, in the Company’s sole discretion, you may instead pay to the
Company in cash an amount equal to the applicable withholding taxes determined by the Company as being required to be withheld or collected under
applicable federal, state, or local laws or regulations. Furthermore, the Company shall have the right to deduct and withhold any such applicable taxes from,
or in respect of, any dividends or other distributions paid on or in respect of the Common Stock comprising the Stock Grant.

11. Extraordinary Corporate Transactions. You understand and agree that the existence of this Stock Grant will not affect in any way the right or
power of the Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise.

12. Resolution of Disputes. As a condition of this Stock Grant, you, on behalf of yourself, your heirs, successors and personal representatives (“you
and your successors”), agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors
agree to accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan with
respect to the Stock Grant, and you and your successors hereby explicitly waive any right to judicial review.

13. General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Stock Grant. Any prior
agreements, commitments or negotiations concerning the Stock Grant are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.

c. Any notice you give to the Company must be in writing and either hand-delivered or mailed to the Corporate Secretary of the Company (or
to the Chief Financial Officer if either you would receive the notice or the position is vacant). If mailed, it should be sent by certified mail
and be addressed to the foregoing executive at the Company’s then corporate headquarters. Any notice given to you will be addressed to
you at your address as reflected on the personnel records of the Company. You may change the address for notice by like notice to the
Company. Notice will be deemed to have been duly delivered when hand-delivered, or, if mailed, two business days after such notice is
postmarked.

d. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

e. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.
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f. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

g. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Stock Grant and the terms and conditions of the Plan within 60 days of issuance
of this Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the
Plan’s terms; (c) accept the Stock Grant subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may
be amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator
concerning any questions arising under the Plan with respect to the Stock Grant.

No one may sell, transfer, or distribute this Stock Grant or the securities that may be issued in connection with this Stock Grant without an
effective registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations
satisfactory to the Company that such registration is not required.
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EXHIBIT 10.5

COSTAR GROUP, INC.
RESTRICTED STOCK UNIT AGREEMENT

2016 STOCK INCENTIVE PLAN

CoStar Group, Inc. (the “Company”) has granted you an award of restricted stock units under the CoStar Group, Inc. 2016 Stock Incentive Plan, as
amended from time to time (the “Plan”), on the terms and conditions set forth below:

1. Grant of Restricted Stock. On the issue date indicated above (the “Date of Grant”), the Company hereby grants to you the number of restricted
stock units (the “RSUs”) indicated above. Each RSU represents a right to receive a share (each a “Share”) of common stock of the Company (the “Common
Stock”), subject to the terms and conditions set forth below (the “RSU Grant”).

2. Governing Plan. This RSU Grant is subject in all respects to the applicable provisions of the Plan, a copy of the current form of which may be
accessed, viewed and/or printed under the “Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting
(by electronically signing) this agreement (the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the
Plan by reference and specifies other applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the
Plan. Whenever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan shall control.

3. Lapse of Restrictions/Settlement of RSUs.

a. The RSUs shall vest as indicated in the vest schedule above. In accordance with Section 4 below, any portion of the RSUs that have not
vested at your termination of employment, consultancy, directorship or other position making you an eligible participant under the Plan will
not thereafter vest, unless the Compensation Committee of the Company’s Board of Directors (or other administrator of the Plan, the
“Administrator”) determines otherwise.

b. The RSUs shall vest immediately upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or

iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.

Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for bankruptcy
protection or is reorganized following a bankruptcy filing.
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The provisions of Section 5 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those provisions).

c. The Administrator may, in its sole discretion, accelerate the time at which your RSUs shall vest; provided, that, except in the case of a
Change in Control or your death or disability, the RSUs shall not vest in full (i) before the one-year anniversary of the Date of Grant if
subject to achievement of performance criteria, and (ii) in all other cases, before the three-year anniversary of the Date of Grant.

d. To the extent consistent with Section 409A of the Code, the vesting period of the RSUs may be adjusted by the Administrator to reflect the
decreased level of employment during any period in which you are on an approved leave of absence or employed on a less than full time
basis, provided, that the Administrator may take into consideration any accounting consequences to the Company.

e. RSUs shall be settled by the delivery to you of one Share per vested RSU as soon as reasonably practicable following the vesting of such
RSU pursuant to this Section 3, and in all events no later than March 15 of the year following the year of vesting (unless earlier delivery is
required by Section 409A of the Internal Revenue Code or delivery is deferred pursuant to a nonqualified deferred compensation plan in
accordance with the requirements of Section 409A of the Internal Revenue Code).

4. Termination of Service. Notwithstanding Section 3 above, if your service as a director, officer, employee or consultant (as applicable) of the
Company or any of its Subsidiaries is terminated, the RSUs shall immediately terminate and be canceled to the extent they are not vested on the date of your
termination, and any RSUs subject to this Agreement which have not vested on or before that date shall be forfeited without the payment of any additional
consideration.

5. Corporate Change. Upon a Substantial Corporate Change, unless the Board determines otherwise, any unvested RSUs will fully vest and settle
pursuant to Section 3(e) above unless provision is made in writing in connection with such transaction for:

a. assumption or continuation of the outstanding RSUs; or

b. the substitution for such RSUs, with appropriate adjustments as to the number and kind of shares of stock and prices with respect to the
underlying Shares, in which event the RSUs will continue in the manner and under the terms so provided.

A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.
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6. Restriction on Sale or Other Transfer. You shall not sell, pledge, assign, transfer, hypothecate or otherwise dispose of the RSUs, and such RSUs
shall not be subject to execution, attachment or similar legal process. Any attempt to sell, pledge, assign, transfer, hypothecate or otherwise dispose of the
RSUs, or to subject the RSUs to execution, attachment or similar legal process, shall be null and void.

7. Procedure for Issuance of Shares. Following each applicable vesting date, the Company will issue stock certificates in your name for the Shares
issued in settlement of the RSUs, provided that

a.    you have complied with any requests for representations under the Plan;

b. the Company has received proof satisfactory to the Company that a person seeking to receive the Shares after your death or disability is
authorized and entitled to receive the Shares; and

c.    you have satisfied any federal, state, or local tax withholding obligations.

The Company will round down any fractional Shares to be issued in settlement of the RSUs but will not make any cash or other payments in settlement of
fractional shares eliminated by rounding. Notwithstanding the foregoing, the Company, in its sole discretion, may also use alternatives to issuing physical
stock certificates, such as “book entry only” recordation.

8. Compliance with Securities Laws. Upon the issuance of any Shares pursuant to this Agreement in connection with the vesting of the RSUs, you
shall enter into such written representations, warranties and agreements as the Company may reasonably request in order to comply with applicable securities
laws or this Agreement. Nothing herein obligates the Company to register or qualify the Shares pursuant to any federal or state securities laws.

9. Compliance with Laws. Notwithstanding any of the other provisions hereof, you agree that the Company will not be obligated to issue any Shares
pursuant to this Agreement, if issuing the Shares would violate any provision of any law or regulation of any governmental authority. Notwithstanding
anything to the contrary in Section 7, the certificates representing the Shares of Common Stock issued in connection with the settlement of RSUs pursuant to
this Agreement will be stamped or otherwise imprinted with legends in such form as the Company may require with respect to any applicable restrictions on
sale or transfer.

10. Voting and Other Rights. The RSUs do not include any powers, preferences, and rights of a holder of Common Stock with respect to the Shares
until such times as Shares are issued in settlement of the RSUs.

11. Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the vesting of the RSUs, including
without limitation (a) restrictions under an insider trading policy and (b) restrictions as to the use of a specified brokerage firm for such resales or other
transfers.

12. Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment
at any time, with or without cause. The termination of employment, whether by the Company or any of its affiliates or otherwise, and regardless of the reason
therefore, has the consequences provided for hereunder, under the Plan and under any applicable employment or severance agreement.

13. Non-Transferability of RSUs. You may not assign or transfer the RSUs to anyone other than by will or the laws of descent and distribution until
Shares are issued in settlement of the RSUs pursuant hereto. The Company may cancel the RSUs if you attempt to assign or transfer them in a manner
inconsistent with this Section 13.

14. Withholding of Tax.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the grant or vesting
of the RSUs. You understand that you (and not the Company) shall be solely responsible for your own tax liability that may arise as a result
of the transactions contemplated by this Agreement. The grant, vesting and settlement of the RSUs shall be subject to all applicable income
and employment tax withholdings. The Company may refuse to issue the Shares in settlement of the RSUs to you until you satisfy all
applicable tax withholding obligations. You acknowledge that the Company has the right, in its discretion, to deduct and retain without
notice from shares issuable upon vesting of the RSUs (or any portion thereof) or, unless otherwise determined by the Administrator, from
salary or other amounts payable to you, shares or cash having a value sufficient to satisfy the tax withholding obligations.
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b. To the extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of vesting or settlement of the RSUs or disposition of
shares issued as a result of such settlement. By accepting the RSU Grant, you agree that, unless and to the extent you have otherwise
satisfied your tax withholding obligations in a manner permitted or required by the Administrator pursuant to the Plan, the Company is
authorized (but not required) to deduct and retain without notice from the Shares in respect of settlement of the RSUs the whole number of
shares (rounding down) having a Fair Market Value on the vesting date or, if not a trading day, the first trading day before the vesting date
(as determined by the Company consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding
Obligation. If the withheld shares are not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as
practicable, by cash or check or, unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you,
any amount of the Tax Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.
Furthermore, the Company shall have the right to deduct and withhold any such applicable taxes from, or in respect of, any dividends or
other distributions paid on or in respect of the Common Stock comprising the Shares following settlement of the RSUs.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the RSUs, regardless of any action the Company
takes or any transaction pursuant to this Section 14 with respect to any tax withholding obligations that arise in connection with the RSUs.
The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with the grant,
issuance, vesting or settlement of the RSUs or the subsequent sale of any of the shares of Common Stock issued in settlement of the RSUs.
The Company does not commit and is under no obligation to structure the RSUs to reduce or eliminate your tax liability.

15. Extraordinary Corporate Transactions. You understand and agree that the existence of this RSUs will not affect in any way the right or power of
the Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s capital
structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with preference ahead
of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer
of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise.

16. Resolution of Disputes. As a condition of this grant of RSUs, you, on behalf of yourself, your heirs, successors and personal representatives
(“you and your successors”), agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your
successors agree to accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the
Plan with respect to the RSUs, and you and your successors hereby explicitly waive any right to judicial review.

17. Payment of Purchase Price. If required by law, as a condition of this grant of RSUs, you hereby authorize the Company to set-off from any
salary, wages, bonus or other monies owed to you by the Company or any of its affiliates, any purchase price required to be collected by the Company.

18. General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the RSUs. Any prior agreements,
commitments or negotiations concerning the RSUs are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.

c. Any notice you give to the Company must be in writing and either hand-delivered or mailed to the Corporate Secretary of the Company (or
to the Chief Financial Officer if either you would receive the notice or the position is vacant). If mailed, it should be sent by certified mail
and be addressed to the foregoing executive at the Company’s then corporate headquarters. Any notice given to you will be addressed to
you at your address as reflected on the personnel records of the Company. You may change the address for notice by like notice to the
Company. Notice will be deemed to have been duly delivered when hand-delivered, or, if mailed, two business days after such notice is
postmarked.
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d. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

e. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

f. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

g. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this grant of RSUs and the terms and conditions of the Plan within 60 days of issuance
of this Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the
Plan’s terms; (c) accept the grant of RSUs subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan
may be amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator
concerning any questions arising under the Plan with respect to the RSUs.

No one may sell, transfer, or distribute the RSUs or the securities that may be issued in settlement of the RSUs without an effective
registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations satisfactory to
the Company that such registration is not required.
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EXHIBIT 10.6

COSTAR GROUP, INC.
2016 STOCK INCENTIVE PLAN

INCENTIVE STOCK OPTION AGREEMENT

On the issue date (or grant date) indicated above, CoStar Group, Inc. (the “Company”) has granted you an option (the “Option”) under the CoStar
Group, Inc. 2016 Stock Incentive Plan, as amended from time to time (the “Plan”), to purchase the number of shares indicated above (the “Shares”) of
common stock of the Company (the “Common Stock”), at the price per share indicated above (the “Exercise Price”).

This Option is subject in all respects to the applicable provisions of the Plan, a copy of which may be accessed, viewed and/or printed under the
“Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting (by electronically signing) this agreement
(the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the Plan by reference and specifies other
applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the Plan. The Compensation Committee of
the Company’s Board of Directors (or other administrator of the Plan, the “Administrator”) may adjust the number of Shares and the Exercise Price with
respect to your Option from time to time in accordance with the Plan.

Subject to the terms of the Plan, the Option is intended to be an incentive stock option within the meaning of Section 422 of the Internal Revenue
Code of 1986, as amended (the “Code”), and will be interpreted accordingly; provided, however that the Option will be an incentive stock option only to the
extent that the aggregate Fair Market Value (determined at the date of grant) of the stock with respect to which incentive stock options are exercisable for the
first time by you during any calendar year (under the Plan and all other plans of the Company and its subsidiary corporations, within the meaning of Code
Section 422(d)), does not exceed $100,000. This limitation will be applied by taking Options into account in the order in which such Options were granted. If,
by design or operation, the Option exceeds this limit, the excess will be treated as a nonqualified stock option.

In addition to the terms, conditions, and restrictions set forth in the Plan, the following terms, conditions, and restrictions apply to the Option:

(1) Vesting.

a. You may exercise the Option on the schedule indicated in the vest schedule above, subject to the expiration provisions set forth in Section 3
below. No portion of the Option that is unexercisable at your termination of employment will thereafter become exercisable, unless the
Administrator determines otherwise.

b. The Option will become immediately exercisable in full upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or
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iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.

Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for
bankruptcy protection or is reorganized following a bankruptcy filing.

The provisions of Section 4 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those
provisions).

c. The Administrator may, in its sole discretion, accelerate the time at which you may exercise part or all of the Option; provided, that, except
in the case of a Change in Control or your death or disability (as defined in Section 3(d) below), the Option may not vest before the one-
year anniversary of the date of grant.

d. The vesting period and/or exercisability of the Option may be adjusted by the Administrator to reflect the decreased level of employment
during any period in which you are on an approved leave of absence or employed on a less than full time basis, provided, that the
Administrator may take into consideration any accounting consequences to the Company.

(2) Exercise. Subject to this Agreement and the Plan, unless the Administrator determines otherwise, you may exercise the Option only by a written
“Notice of Exercise” to the Company or its designee on a form specified by the Company on or before the date the Option expires. Unless the
Administrator determines otherwise, each such Notice must:

a. state your election to exercise the Option and the number of Shares with respect to which you are exercising the Option;

b. be signed by you or, if you have died or become disabled, by the party entitled to exercise the Option;

c. contain such representations as the Company reasonably requires; and

d. be accompanied by payment of the Exercise Price in full through one, or a combination, of the following payment methods, which
method(s) shall be indicated in the Notice of Exercise:

i. cashier’s or certified check in the amount of the Exercise Price payable to the order of the Company;

ii. direction to the Company through your Notice of Exercise to send the share certificates to be issued under this Option to a licensed
broker acceptable to the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable cash
equivalents) equal to the Exercise Price, for the Shares with respect to which the Option is being exercised, as part of a cashless
exercise;

iii. unless the Administrator determines otherwise, by surrender to the Company of shares of Common Stock with a Fair Market Value
on the date of exercise equal to all or part of the Exercise Price (with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you), for the Shares with respect to which
the Option is being exercised; provided, however, that you may not surrender (turn in) previously held or owned Common Stock of
the Company as payment unless you have held such stock for more than six months before the surrender. For purposes hereof, the
date of exercise shall be the later of the date of delivery of (A) the duly executed Notice of Exercise and (B) the shares tendered for
payment of the Exercise Price;

iv. unless the Administrator determines otherwise, attestation of ownership of Common Stock and issuance of a net number of shares
upon Option exercise; or
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v. unless the Administrator determines otherwise, by the Company withholding from the shares of Common Stock otherwise issuable
to you upon the exercise of the Option (or portion thereof) the whole number of shares with a Fair Market Value on the date of
exercise equal to all or part of the Exercise Price (rounded down, with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you on such date of exercise). For purposes
hereof, the date of exercise shall be the date of delivery of the duly executed Notice of Exercise.

The Company shall not issue any shares of Common Stock until you have paid the total Exercise Price for that number of shares of
Common Stock you have elected to purchase. Shares of Common Stock will be issued as soon as is practical after exercise.

(3) Expiration. The Option will expire no later than the close of business on the expiry date indicated above (ten years from the date of grant or five
years for an ISO granted to a more-than 10% stockholder on the date of grant).

Unless the Administrator determines otherwise at any time, you will forfeit any unexercised portions of the Option (whether or not then
exercisable) upon the first to occur of:

a. the Option’s expiration under the preceding sentence,

b. the 90th day after your resignation, including retirement (for any reason other than disability),

c. the 90th day after the Company terminates your employment (for any reason other than disability),

d. in the event of the termination of your employment for disability (as determined by the Administrator), the earlier of (i) the first anniversary
of the termination of your employment and (ii) 30 days after you cease to have a disability, where, for purposes of this Agreement,
“disability” means the inability to engage in any substantial gainful activity by reason of any medically determinable physical or mental
impairment that can be expected to result in death or that has lasted or can be expected to last for a continuous period of not less than twelve
months,

e. the first anniversary of your date of death, and

f. the date you violate any covenant not to compete, nonsolicitation covenant or similar covenant in effect between you and the Company.

The Administrator, in its sole discretion, will determine all questions of whether particular terminations or leaves of absence are
terminations of employment for purposes of this Agreement.

If you exercise an Option more than 90 days after termination of employment with the Company, you will only receive incentive stock
option treatment to the extent provided under the Code, and becoming or remaining an employee of another related company (that is not a
Subsidiary) or an independent contractor to the Company will not prevent loss of incentive stock option status as a result of the formal termination of
employment unless otherwise provided under the Code.

(4) Substantial Corporate Change. Upon a Substantial Corporate Change, any portion of this Option that is unexercised will terminate unless provision is
made in writing in connection with such transaction for:

a. assumption or continuation of outstanding Options; or

b. the substitution for such Options, with appropriate adjustments as to the number and kind of shares of stock and prices, in which event the
Option will continue in the manner and under the terms so provided.

Unless the Board determines otherwise, if an Option would otherwise terminate pursuant to the preceding sentence, you will have the right, at such
time before the consummation of the transaction causing such termination as the Board reasonably designates, to exercise any unexercised portions
of the Option, whether or not previously exercisable.
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A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.

(5) Taxes.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the Option. To the
extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of an Option exercise or disposition of shares issued as
a result of an Option exercise. The Company shall not be required to issue shares or to recognize the disposition of such shares until such
obligations are satisfied.

b. By accepting the Option, you agree that, unless and to the extent you have otherwise satisfied any U.S. federal income and other taxes,
including state, local or non-U.S. income or employment tax obligations, related to the exercise of the Option that are required to be
withheld and paid over to the applicable tax authorities (the “Tax Withholding Obligations”) in a manner permitted or required by the
Administrator pursuant to the Plan, the Company is authorized (but not required) to deduct and retain without notice from the shares of
Common Stock issuable to you in respect of the exercised portion of the Option the whole number of shares (rounding down) having a Fair
Market Value on the exercise date or, if not a trading day, the first trading day before the exercise date (as determined by the Company
consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding Obligation. If the withheld shares are
not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as practicable, by cash or check or,
unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you, any amount of the Tax
Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the Option, regardless of any action the Company
takes or any transaction pursuant to this Section 5 with respect to any tax withholding obligations that arise in connection with the Option.
The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with the grant,
issuance, vesting or exercise of the Option or the subsequent sale of any of the shares of Common Stock acquired upon exercise of the
Option. The Company does not commit and is under no obligation to structure the Option to reduce or eliminate your tax liability.

(6) Company Postponement of Delivery. The Company may postpone issuing and delivering any Shares for so long as the Company determines to be
necessary or advisable to satisfy the following:

a. completing or amending any registration or qualification of the Shares or satisfying any exemption from registration under any federal or
state law, rule, or regulation;
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b. complying with any requests for representations under the Plan;

c. receiving proof satisfactory to the Company that a person seeking to exercise the Option after your death or disability is authorized and
entitled to exercise the Option; and

d. satisfying any federal, state, or local tax withholding obligations.

(7) Compliance with Securities Laws.

a. If, at the time the Company should issue you Shares because of your exercise of the Option, no current registration statement under the
Securities Act of 1933 (the “Act”) covers such issuance, you must, before the Company will issue such Shares to you:

i. represent to the Company, in form satisfactory to the Company’s counsel, that you are acquiring the Shares for your own account
and not with a view to reselling or distributing the Shares; and

ii. agree that you may not sell, transfer, or otherwise dispose of the Shares issued to you under the Option unless:

A. a registration statement under the Act is effective at the time of disposition with respect to the Shares sold, transferred, or
otherwise disposed of; or

B. the Company has received an opinion of counsel or other information and representations satisfactory to it to the effect
that registration under the Act is not required by reason of Rule 144 under the Act or otherwise.

b. Notwithstanding anything herein to the contrary, you may not exercise the Option, and the Company shall not be obligated to deliver any
shares of Common Stock, during any period when the Company determines that the exercisability of the Option or the delivery of shares
hereunder would violate any applicable federal or state securities laws or other laws or regulations.

(8) Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the exercise of the Option,
including without limitation (a) restrictions under an insider trading policy, (b) restrictions designed to delay and/or coordinate the timing and
manner of sales by you and other optionholders and (c) restrictions as to the use of a specified brokerage firm for such resales or other transfers.

(9) Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment at
any time, with or without cause. The termination of employment, whether by the Company or any of its affiliates or otherwise, and regardless of the
reason therefore, has the consequences provided for hereunder, under the Plan and under any applicable employment or severance agreement.

(10) Non-Transferability of Option. You may not assign or transfer the Option to anyone other than by will or the laws of descent and distribution and the
Option shall be exercisable only by you during your lifetime. The Company may cancel the Option if you attempt to assign or transfer it in a manner
inconsistent with this Section 10.

(11) Limitation of Interest. You understand and agree that you will not be deemed for any purpose to be a stockholder of the Company with respect to any
of the Shares unless and until they have been issued to you after your exercise of this Option and payment for the Shares. Neither you (individually
or as a member of a group) nor any beneficiary or other person claiming under or through you shall have any right, title, interest, or privilege in or to
any shares of Common Stock allocated or reserved for the purpose of the Plan or subject to this Agreement except as to such shares of Common
Stock, if any, as shall have been issued to such person upon exercise of the Option or any part of it.

(12) No Fractional Shares. At the time of exercise, the Company will round down any fractional Shares but will not make any cash or other payments in
settlement of fractional shares eliminated by rounding. If you have not then exercised the Option in full, the Company will carry forward the
fractional Shares rather than eliminating them.
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(13) No Limitation on Company Actions. You understand and agree that the existence of this Option will not affect in any way the right or power of the
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or
otherwise.

(14) General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Option. Any prior
agreements, commitments or negotiations concerning the Option are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.

c. Any notice you give to the Company (including notice of exercise of all or part of the Option) must be in writing and either hand-delivered
or mailed to the Corporate Secretary of the Company (or to the Chief Financial Officer if either you would receive the notice or the position
is vacant). If mailed, it should be sent by certified mail and be addressed to the foregoing executive at the Company’s then corporate
headquarters. Any notice given to you will be addressed to you at your address as reflected on the personnel records of the Company. You
may change the address for notice by like notice to the Company. Notice will be deemed to have been duly delivered when hand-delivered,
or, if mailed, two business days after such notice is postmarked.

d. As a condition of this Option, you, on behalf of yourself, your heirs, successors and personal representatives (“you and your successors”),
agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors agree to
accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan
with respect to the Option, and you and your successors hereby explicitly waive any right to judicial review.

e. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

f. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

g. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

h. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.
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i. Wherever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan will control.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Option and the terms and conditions of the Plan within 60 days of issuance of this
Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the Plan’s
terms; (c) accept the Option subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may be
amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator concerning
any questions arising under the Plan with respect to the Option.

No one may sell, transfer, or distribute this Option or the securities that may be purchased upon exercise of this Option without an effective
registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations satisfactory to
the Company that such registration is not required.
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EXHIBIT 10.7

COSTAR GROUP, INC.
2016 STOCK INCENTIVE PLAN

INCENTIVE STOCK OPTION AGREEMENT

To Andrew C. Florance

On the issue date (or grant date) indicated above, CoStar Group, Inc. (the “Company”) has granted you an option (the “Option”) under the CoStar
Group, Inc. 2016 Stock Incentive Plan, as amended from time to time (the “Plan”), to purchase the number of shares indicated above (the “Shares”) of
common stock of the Company (the “Common Stock”), at the price per share indicated above (the “Exercise Price”).

This Option is subject in all respects to the applicable provisions of the Plan, a copy of which may be accessed, viewed and/or printed under the
“Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting (by electronically signing) this agreement
(the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the Plan by reference and specifies other
applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the Plan. The Compensation Committee of
the Company’s Board of Directors (or other administrator of the Plan, the “Administrator”) may adjust the number of Shares and the Exercise Price with
respect to your Option from time to time in accordance with the Plan.

Subject to the terms of the Plan, the Option is intended to be an incentive stock option within the meaning of Section 422 of the Internal Revenue
Code of 1986, as amended (the “Code”), and will be interpreted accordingly; provided, however that the Option will be an incentive stock option only to the
extent that the aggregate Fair Market Value (determined at the date of grant) of the stock with respect to which incentive stock options are exercisable for the
first time by you during any calendar year (under the Plan and all other plans of the Company and its subsidiary corporations, within the meaning of Code
Section 422(d)), does not exceed $100,000. This limitation will be applied by taking Options into account in the order in which such Options were granted. If,
by design or operation, the Option exceeds this limit, the excess will be treated as a nonqualified stock option.

In addition to the terms, conditions, and restrictions set forth in the Plan, the following terms, conditions, and restrictions apply to the Option:

(1) Vesting.

a. You may exercise the Option on the schedule indicated in the vest schedule above, subject to the expiration provisions set forth in Section 3
below. Except as specifically provided otherwise herein, no portion of the Option that is unexercisable at your termination of employment
will thereafter become exercisable, unless the Administrator determines otherwise.

b. The Option will become immediately exercisable in full upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or
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iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.

Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for
bankruptcy protection or is reorganized following a bankruptcy filing.

The provisions of Section 4 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those
provisions).

c. Subject to, and as permitted by, the Plan, that portion of the Option that is not otherwise exercisable will become immediately exercisable in
full upon:

i. the termination of your employment by the Company without Cause (as defined in the Employment Agreement between
Andrew C. Florance and the Company effective as of January 1, 1998, as amended (the “Employment Agreement”))
pursuant to Section 7(a) of the Employment Agreement; or

ii. the termination of your employment by you for Good Reason (as defined in the Employment Agreement) pursuant to
Section 7(c) of the Employment Agreement.

d. Upon the termination of your employment on account of your Disability (as defined in the Employment Agreement) pursuant to Section 9
of the Employment Agreement or in the event of your death, a pro rata portion of your unvested Options that would have become otherwise
exercisable during the calendar year of your termination will become exercisable immediately. Such pro rata amount shall be determined by
multiplying the number of unvested options that would have vested in the calendar year of termination by a fraction, the numerator of which
is the number of complete weeks you were employed during the year of termination and the denominator of which is fifty-two.

e. The Administrator may, in its sole discretion (subject to, and as permitted by, the Plan), accelerate the time at which you may exercise part
or all of the Option.

f. The vesting period and/or exercisability of the Option may be adjusted by the Administrator to reflect the decreased level of employment
during any period in which you are on an approved leave of absence or employed on a less than full time basis, provided, that the
Administrator may take into consideration any accounting consequences to the Company.

(2) Exercise. Subject to this Agreement and the Plan, unless the Administrator determines otherwise, you may exercise the Option only by a written
“Notice of Exercise” to the Company or its designee on a form specified by the Company on or before the date the Option expires. Unless the
Administrator determines otherwise, each such Notice must:

a. state your election to exercise the Option and the number of Shares with respect to which you are exercising the Option;

b. be signed by you or, if you have died or become disabled, by the party entitled to exercise the Option;

c. contain such representations as the Company reasonably requires; and

d. be accompanied by payment of the Exercise Price in full through one, or a combination, of the following payment methods, which
method(s) shall be indicated in the Notice of Exercise:

i. cashier’s or certified check in the amount of the Exercise Price payable to the order of the Company;

ii. direction to the Company through your Notice of Exercise to send the share certificates to be issued under this Option to a licensed
broker acceptable to the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable cash
equivalents) equal to the Exercise Price, for the Shares with respect to which the Option is being exercised, as part of a cashless
exercise;
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iii. unless the Administrator determines otherwise, by surrender to the Company of shares of Common Stock with a Fair Market Value
on the date of exercise equal to all or part of the Exercise Price (with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you), for the Shares with respect to which
the Option is being exercised; provided, however, that you may not surrender (turn in) previously held or owned Common Stock of
the Company as payment unless you have held such stock for more than six months before the surrender. For purposes hereof, the
date of exercise shall be the later of the date of delivery of (A) the duly executed Notice of Exercise and (B) the shares tendered for
payment of the Exercise Price;

iv. unless the Administrator determines otherwise, attestation of ownership of Common Stock and issuance of a net number of shares
upon Option exercise; or

v. unless the Administrator determines otherwise, by the Company withholding from the shares of Common Stock otherwise issuable
to you upon the exercise of the Option (or portion thereof) the whole number of shares with a Fair Market Value on the date of
exercise equal to all or part of the Exercise Price (rounded down, with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you on such date of exercise). For purposes
hereof, the date of exercise shall be the date of delivery of the duly executed Notice of Exercise.

The Company shall not issue any shares of Common Stock until you have paid the total Exercise Price for that number of shares of
Common Stock you have elected to purchase. Shares of Common Stock will be issued as soon as is practical after exercise.

(3) Expiration. The Option will expire no later than the close of business on the expiry date indicated above (ten years from the date of grant or five
years for an ISO granted to a more-than 10% stockholder on the date of grant).

The exercise period for the Options shall be until the first to occur of:

a. the Option’s expiration under the preceding sentence,

b. the 60th day after the cessation of your employment as a result of the termination of your employment by you without Good Reason
pursuant to Section 7(d) of the Employment Agreement;

c. the 60th day after the cessation of your employment as a result of the termination of your employment by the Company for Cause pursuant
to Section 7(b) of the Employment Agreement;

d. the 180th day after the cessation of your employment as a result of the termination of your employment (a) by the Company without Cause
pursuant to Section 7(a) of the Employment Agreement or (b) by you for Good Reason pursuant to Section 7(c) of the Employment
Agreement; provided, however, that to the extent you exercise the Option on or after the 90th day following such termination, the Option
may not qualify as an Incentive Stock Option;

e. one year after the cessation of your employment as a result of the termination of your employment for Disability;

f. the first anniversary of your date of death; and

g. after the termination of your employment, the date you violate any covenant not to compete, nonsolicitation covenant or similar covenant in
effect between you and the Company.
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Pursuant to Section 4(c) of the Employment Agreement, if you do not exercise the Option on or prior to the date the Option expires or is no
longer exercisable, you shall be deemed to have made a “cashless exercise” of the unexercised, exercisable portion of the Option on the last day that
the Option may be exercised (the “Deemed Exercise Date”), and the Company shall pay to you within thirty days of the Deemed Exercise Date a
cash payment equal to the amount that results from multiplying the total number of shares underlying the unexercised, exercisable portion of the
Option multiplied by a number equal to the difference between the closing price of the Company’s common stock on the Deemed Exercise Date (or
if the Deemed Exercise Date is not a trading day, then on the trading day immediately preceding the Deemed Exercise Date) and the exercise price of
the Option; provided, however, that the cashless exercise alternative shall not be available if your employment has been terminated by the Company
for Cause or by you without Good Reason.

The Administrator, in its sole discretion, will determine all questions of whether particular terminations or leaves of absence are
terminations of employment for purposes of this Agreement.

If you exercise an Option more than 90 days after termination of employment with the Company, you will only receive incentive stock
option treatment to the extent provided under the Code, and becoming or remaining an employee of another related company (that is not a
Subsidiary) or an independent contractor to the Company will not prevent loss of incentive stock option status as a result of the formal termination of
employment unless otherwise provided under the Code.

(4) Substantial Corporate Change. Upon a Substantial Corporate Change, any portion of this Option that is unexercised will terminate unless provision is
made in writing in connection with such transaction for:

a. assumption or continuation of outstanding Options; or

b. the substitution for such Options, with appropriate adjustments as to the number and kind of shares of stock and prices, in which event the
Option will continue in the manner and under the terms so provided.

Unless the Board determines otherwise, if an Option would otherwise terminate pursuant to the preceding sentence, you will have the right, at such
time before the consummation of the transaction causing such termination as the Board reasonably designates, to exercise any unexercised portions
of the Option, whether or not previously exercisable.

A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.
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(5) Taxes.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the Option. To the
extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of an Option exercise or disposition of shares issued as
a result of an Option exercise. The Company shall not be required to issue shares or to recognize the disposition of such shares until such
obligations are satisfied.

b. By accepting the Option, you agree that, unless and to the extent you have otherwise satisfied any U.S. federal income and other taxes,
including state, local or non-U.S. income or employment tax obligations, related to the exercise of the Option that are required to be
withheld and paid over to the applicable tax authorities (the “Tax Withholding Obligations”) in a manner permitted or required by the
Administrator pursuant to the Plan, the Company is authorized (but not required) to deduct and retain without notice from the shares of
Common Stock issuable to you in respect of the exercised portion of the Option the whole number of shares (rounding down) having a Fair
Market Value on the exercise date or, if not a trading day, the first trading day before the exercise date (as determined by the Company
consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding Obligation. If the withheld shares are
not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as practicable, by cash or check or,
unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you, any amount of the Tax
Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the Option, regardless of any action the Company
takes or any transaction pursuant to this Section 5 with respect to any tax withholding obligations that arise in connection with the Option.
The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with the grant,
issuance, vesting or exercise of the Option or the subsequent sale of any of the shares of Common Stock acquired upon exercise of the
Option. The Company does not commit and is under no obligation to structure the Option to reduce or eliminate your tax liability.

(6) Company Postponement of Delivery. The Company may postpone issuing and delivering any Shares for so long as the Company determines to be
necessary or advisable to satisfy the following:

a. completing or amending any registration or qualification of the Shares or satisfying any exemption from registration under any federal or
state law, rule, or regulation;

b. complying with any requests for representations under the Plan;

c. receiving proof satisfactory to the Company that a person seeking to exercise the Option after your death or disability is authorized and
entitled to exercise the Option; and

d. satisfying any federal, state, or local tax withholding obligations.

(7) Compliance with Securities Laws.

a. If, at the time the Company should issue you Shares because of your exercise of the Option, no current registration statement under the
Securities Act of 1933 (the “Act”) covers such issuance, you must, before the Company will issue such Shares to you:

i. represent to the Company, in form satisfactory to the Company’s counsel, that you are acquiring the Shares for your own account
and not with a view to reselling or distributing the Shares; and

ii. agree that you may not sell, transfer, or otherwise dispose of the Shares issued to you under the Option unless:

A. a registration statement under the Act is effective at the time of disposition with respect to the Shares sold, transferred, or
otherwise disposed of; or
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B. the Company has received an opinion of counsel or other information and representations satisfactory to it to the effect
that registration under the Act is not required by reason of Rule 144 under the Act or otherwise.

b. Notwithstanding anything herein to the contrary, you may not exercise the Option, and the Company shall not be obligated to deliver any
shares of Common Stock, during any period when the Company determines that the exercisability of the Option or the delivery of shares
hereunder would violate any applicable federal or state securities laws or other laws or regulations.

(8) Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the exercise of the Option,
including without limitation (a) restrictions under an insider trading policy, (b) restrictions designed to delay and/or coordinate the timing and
manner of sales by you and other optionholders and (c) restrictions as to the use of a specified brokerage firm for such resales or other transfers.

(9) Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment at
any time, with or without cause. The termination of employment, whether by the Company or any of its affiliates or otherwise, and regardless of the
reason therefore, has the consequences provided for hereunder, under the Plan and under any applicable employment or severance agreement.

(10) Non-Transferability of Option. You may not assign or transfer the Option to anyone other than by will or the laws of descent and distribution and the
Option shall be exercisable only by you during your lifetime. The Company may cancel the Option if you attempt to assign or transfer it in a manner
inconsistent with this Section 10.

(11) Limitation of Interest. You understand and agree that you will not be deemed for any purpose to be a stockholder of the Company with respect to any
of the Shares unless and until they have been issued to you after your exercise of this Option and payment for the Shares. Neither you (individually
or as a member of a group) nor any beneficiary or other person claiming under or through you shall have any right, title, interest, or privilege in or to
any shares of Common Stock allocated or reserved for the purpose of the Plan or subject to this Agreement except as to such shares of Common
Stock, if any, as shall have been issued to such person upon exercise of the Option or any part of it.

(12) No Fractional Shares. At the time of exercise, the Company will round down any fractional Shares but will not make any cash or other payments in
settlement of fractional shares eliminated by rounding. If you have not then exercised the Option in full, the Company will carry forward the
fractional Shares rather than eliminating them.

(13) No Limitation on Company Actions. You understand and agree that the existence of this Option will not affect in any way the right or power of the
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or
otherwise.

(14) General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Option. Any prior
agreements, commitments or negotiations concerning the Option are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.
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c. Any notice you give to the Company (including notice of exercise of all or part of the Option) must be in writing and either hand-delivered
or mailed to the Corporate Secretary of the Company (or to the Chief Financial Officer if either you would receive the notice or the position
is vacant). If mailed, it should be sent by certified mail and be addressed to the foregoing executive at the Company’s then corporate
headquarters. Any notice given to you will be addressed to you at your address as reflected on the personnel records of the Company. You
may change the address for notice by like notice to the Company. Notice will be deemed to have been duly delivered when hand-delivered,
or, if mailed, two business days after such notice is postmarked.

d. As a condition of this Option, you, on behalf of yourself, your heirs, successors and personal representatives (“you and your successors”),
agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors agree to
accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan
with respect to the Option, and you and your successors hereby explicitly waive any right to judicial review.

e. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

f. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

g. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

h. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

i. Wherever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan will control.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Option and the terms and conditions of the Plan within 60 days of issuance of this
Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the Plan’s
terms; (c) accept the Option subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may be
amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator concerning
any questions arising under the Plan with respect to the Option.

No one may sell, transfer, or distribute this Option or the securities that may be purchased upon exercise of this Option without an effective
registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations satisfactory to
the Company that such registration is not required.
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EXHIBIT 10.8

COSTAR GROUP, INC.
2016 STOCK INCENTIVE PLAN

NONQUALIFIED STOCK OPTION AGREEMENT

On the issue date (or grant date) indicated above, CoStar Group, Inc. (the “Company”) has granted you a nonqualified stock option (the “Option”)
under the CoStar Group, Inc. 2016 Stock Incentive Plan, as amended from time to time (the “Plan”), to purchase the number of shares indicated above (the
“Shares”) of common stock of the Company (the “Common Stock”), at the price per share indicated above (the “Exercise Price”).

This Option is subject in all respects to the applicable provisions of the Plan, a copy of which may be accessed, viewed and/or printed under the
“Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting (by electronically signing) this agreement
(the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the Plan by reference and specifies other
applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the Plan. The Compensation Committee of
the Company’s Board of Directors (or other administrator of the Plan, the “Administrator”) may adjust the number of Shares and the Exercise Price with
respect to your Option from time to time in accordance with the Plan.

This Option is not intended to be an incentive stock option under Section 422 of the Internal Revenue Code of 1986, as amended, and will be
interpreted accordingly.

In addition to the terms, conditions, and restrictions set forth in the Plan, the following terms, conditions, and restrictions apply to the Option:

(1) Vesting.

a. You may exercise the Option on the schedule indicated in the vest schedule above, subject to the expiration provisions set forth in Section 3
below. No portion of the Option that is unexercisable at your termination of employment, consultancy, directorship or other position making
you an eligible participant under the Plan will thereafter become exercisable, unless the Administrator determines otherwise.

b. The Option will become immediately exercisable in full upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or

iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.

Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for
bankruptcy protection or is reorganized following a bankruptcy filing.
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The provisions of Section 4 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those
provisions).

c. The Administrator may, in its sole discretion, accelerate the time at which you may exercise part or all of the Option.

d. The vesting period and/or exercisability of the Option may be adjusted by the Administrator to reflect the decreased level of employment or
other applicable service during any period in which you are on an approved leave of absence or employed or providing applicable services
on a less than full time basis, provided, that the Administrator may take into consideration any accounting consequences to the Company.

(2) Exercise. Subject to this Agreement and the Plan, unless the Administrator determines otherwise, you may exercise the Option only by a written
“Notice of Exercise” to the Company or its designee on a form specified by the Company on or before the date the Option expires. Unless the
Administrator determines otherwise, each such Notice must:

a. state your election to exercise the Option and the number of Shares with respect to which you are exercising the Option;

b. be signed by you or, if you have died or become disabled, by the party entitled to exercise the Option;

c. contain such representations as the Company reasonably requires; and

d. be accompanied by payment of the Exercise Price in full through one, or a combination, of the following payment methods, which
method(s) shall be indicated in the Notice of Exercise:

i. cashier’s or certified check in the amount of the Exercise Price payable to the order of the Company;

ii. direction to the Company through your Notice of Exercise to send the share certificates to be issued under this Option to a licensed
broker acceptable to the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable cash
equivalents) equal to the Exercise Price, for the Shares with respect to which the Option is being exercised, as part of a cashless
exercise;

iii. unless the Administrator determines otherwise, by surrender to the Company of shares of Common Stock with a Fair Market Value
on the date of exercise equal to all or part of the Exercise Price (with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you), for the Shares with respect to which
the Option is being exercised; provided, however, that you may not surrender (turn in) previously held or owned Common Stock of
the Company as payment unless you have held such stock for more than six months before the surrender. For purposes hereof, the
date of exercise shall be the later of the date of delivery of (A) the duly executed Notice of Exercise and (B) the shares tendered for
payment of the Exercise Price;

iv. unless the Administrator determines otherwise, attestation of ownership of Common Stock and issuance of a net number of shares
upon Option exercise; or

v. unless the Administrator determines otherwise, by the Company withholding from the shares of Common Stock otherwise issuable
to you upon the exercise of the Option (or portion thereof) the whole number of shares with a Fair Market Value on the date of
exercise equal to all or part of the Exercise Price (rounded down, with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you on such date of exercise). For purposes
hereof, the date of exercise shall be the date of delivery of the duly executed Notice of Exercise.

The Company shall not issue any shares of Common Stock until you have paid the total Exercise Price for that number of shares of
Common Stock you have elected to purchase. Shares of Common Stock will be issued as soon as is practical after exercise.

(3) Expiration. The Option will expire no later than the close of business on the expiry date indicated above (ten years from the date of grant).
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Unless the Administrator determines otherwise at any time, you will forfeit any unexercised portions of the Option (whether or not then
exercisable) upon the first to occur of:

a. the Option’s expiration under the preceding sentence,

b. the 90th day after your resignation, including retirement (for any reason other than disability),

c. the 90th day after the Company terminates your employment or other applicable service (for any reason other than disability),

d. in the event of the termination of your employment or other applicable service to the Company for disability (as determined by the
Administrator), the earlier of (i) the first anniversary of the termination of your service and (ii) 30 days after you cease to have a disability,
where, for purposes of this Agreement, “disability” means the inability to engage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment that can be expected to result in death or that has lasted or can be expected to last for
a continuous period of not less than twelve months,

e. the first anniversary of your date of death, and

f. the date you violate any covenant not to compete, nonsolicitation covenant or similar covenant in effect between you and the Company.

The Administrator, in its sole discretion, will determine all questions of whether particular terminations or leaves of absence are
terminations of employment or other applicable service for purposes of this Agreement.

(4) Substantial Corporate Change. Upon a Substantial Corporate Change, any portion of this Option that is unexercised will terminate unless provision is
made in writing in connection with such transaction for:

a. assumption or continuation of outstanding Options; or

b. the substitution for such Options, with appropriate adjustments as to the number and kind of shares of stock and prices, in which event the
Option will continue in the manner and under the terms so provided.

Unless the Board determines otherwise, if an Option would otherwise terminate pursuant to the preceding sentence, you will have the right, at such
time before the consummation of the transaction causing such termination as the Board reasonably designates, to exercise any unexercised portions
of the Option, whether or not previously exercisable.

A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.
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(5) Taxes.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the Option. To the
extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of an Option exercise or disposition of shares issued as
a result of an Option exercise. The Company shall not be required to issue shares or to recognize the disposition of such shares until such
obligations are satisfied.

b. By accepting the Option, you agree that, unless and to the extent you have otherwise satisfied any U.S. federal income and other taxes,
including state, local or non-U.S. income or employment tax obligations, related to the exercise of the Option that are required to be
withheld and paid over to the applicable tax authorities (the “Tax Withholding Obligations”) in a manner permitted or required by the
Administrator pursuant to the Plan, the Company is authorized (but not required) to deduct and retain without notice from the shares of
Common Stock issuable to you in respect of the exercised portion of the Option the whole number of shares (rounding down) having a Fair
Market Value on the exercise date or, if not a trading day, the first trading day before the exercise date (as determined by the Company
consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding Obligation. If the withheld shares are
not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as practicable, by cash or check or,
unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you, any amount of the Tax
Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the Option, regardless of any action the Company
takes or any transaction pursuant to this Section 5 with respect to any tax withholding obligations that arise in connection with the Option.
The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with the grant,
issuance, vesting or exercise of the Option or the subsequent sale of any of the shares of Common Stock acquired upon exercise of the
Option. The Company does not commit and is under no obligation to structure the Option to reduce or eliminate your tax liability.

(6) Company Postponement of Delivery. The Company may postpone issuing and delivering any Shares for so long as the Company determines to be
necessary or advisable to satisfy the following:

a. completing or amending any registration or qualification of the Shares or satisfying any exemption from registration under any federal or
state law, rule, or regulation;

b. complying with any requests for representations under the Plan;

c. receiving proof satisfactory to the Company that a person seeking to exercise the Option after your death or disability is authorized and
entitled to exercise the Option; and

d. satisfying any federal, state, or local tax withholding obligations.

(7) Compliance with Securities Laws.

a. If, at the time the Company should issue you Shares because of your exercise of the Option, no current registration statement under the
Securities Act of 1933 (the “Act”) covers such issuance, you must, before the Company will issue such Shares to you:

i. represent to the Company, in form satisfactory to the Company’s counsel, that you are acquiring the Shares for your own account
and not with a view to reselling or distributing the Shares; and

ii. agree that you may not sell, transfer, or otherwise dispose of the Shares issued to you under the Option unless:

A. a registration statement under the Act is effective at the time of disposition with respect to the Shares sold, transferred, or
otherwise disposed of; or
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B. the Company has received an opinion of counsel or other information and representations satisfactory to it to the effect
that registration under the Act is not required by reason of Rule 144 under the Act or otherwise.

b. Notwithstanding anything herein to the contrary, you may not exercise the Option, and the Company shall not be obligated to deliver any
shares of Common Stock, during any period when the Company determines that the exercisability of the Option or the delivery of shares
hereunder would violate any applicable federal or state securities laws or other laws or regulations.

(8) Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the exercise of the Option,
including without limitation (a) restrictions under an insider trading policy, (b) restrictions designed to delay and/or coordinate the timing and
manner of sales by you and other optionholders and (c) restrictions as to the use of a specified brokerage firm for such resales or other transfers.

(9) Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment or
other service at any time, with or without cause. The termination of employment or service, whether by the Company or any of its affiliates or
otherwise, and regardless of the reason therefore, has the consequences provided for hereunder, under the Plan and under any applicable
employment, severance or other agreement.

(10) Non-Transferability of Option. You may not assign or transfer the Option to anyone other than by will or the laws of descent and distribution and the
Option shall be exercisable only by you during your lifetime. The Company may cancel the Option if you attempt to assign or transfer it in a manner
inconsistent with this Section 10.

(11) Limitation of Interest. You understand and agree that you will not be deemed for any purpose to be a stockholder of the Company with respect to any
of the Shares unless and until they have been issued to you after your exercise of this Option and payment for the Shares. Neither you (individually
or as a member of a group) nor any beneficiary or other person claiming under or through you shall have any right, title, interest, or privilege in or to
any shares of Common Stock allocated or reserved for the purpose of the Plan or subject to this Agreement except as to such shares of Common
Stock, if any, as shall have been issued to such person upon exercise of the Option or any part of it.

(12) No Fractional Shares. At the time of exercise, the Company will round down any fractional Shares but will not make any cash or other payments in
settlement of fractional shares eliminated by rounding. If you have not then exercised the Option in full, the Company will carry forward the
fractional Shares rather than eliminating them.

(13) No Limitation on Company Actions. You understand and agree that the existence of this Option will not affect in any way the right or power of the
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or
otherwise.

(14) General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Option. Any prior
agreements, commitments or negotiations concerning the Option are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.
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c. Any notice you give to the Company (including notice of exercise of all or part of the Option) must be in writing and either hand-delivered
or mailed to the Corporate Secretary of the Company (or to the Chief Financial Officer if either you would receive the notice or the position
is vacant). If mailed, it should be sent by certified mail and be addressed to the foregoing executive at the Company’s then corporate
headquarters. Any notice given to you will be addressed to you at your address as reflected on the personnel records of the Company. You
may change the address for notice by like notice to the Company. Notice will be deemed to have been duly delivered when hand-delivered,
or, if mailed, two business days after such notice is postmarked.

d. As a condition of this Option, you, on behalf of yourself, your heirs, successors and personal representatives (“you and your successors”),
agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors agree to
accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan
with respect to the Option, and you and your successors hereby explicitly waive any right to judicial review.

e. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

f. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

g. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

h. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

i. Wherever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan will control.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Option and the terms and conditions of the Plan within 60 days of issuance of this
Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the Plan’s
terms; (c) accept the Option subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may be
amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator concerning
any questions arising under the Plan with respect to the Option.

No one may sell, transfer, or distribute this Option or the securities that may be purchased upon exercise of this Option without an effective
registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations satisfactory to
the Company that such registration is not required.
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EXHIBIT 10.9

COSTAR GROUP, INC.
2016 STOCK INCENTIVE PLAN

NONQUALIFIED STOCK OPTION AGREEMENT

To Andrew C. Florance:

On the issue date (or grant date) indicated above, CoStar Group, Inc. (the “Company”) has granted you a nonqualified stock option (the “Option”)
under the CoStar Group, Inc. 2016 Stock Incentive Plan, as amended from time to time (the “Plan”), to purchase the number of shares indicated above (the
“Shares”) of common stock of the Company (the “Common Stock”), at the price per share indicated above (the “Exercise Price”).

This Option is subject in all respects to the applicable provisions of the Plan, a copy of which may be accessed, viewed and/or printed under the
“Documents” section of the Solium Shareworks™ website under “Guides and General Reference”. By accepting (by electronically signing) this agreement
(the “Agreement”), you acknowledge that you have received and read the Plan. This Agreement incorporates the Plan by reference and specifies other
applicable terms and conditions. All capitalized terms not defined by this Agreement have the meanings given in the Plan. The Compensation Committee of
the Company’s Board of Directors (or other administrator of the Plan, the “Administrator”) may adjust the number of Shares and the Exercise Price with
respect to your Option from time to time in accordance with the Plan.

This Option is not intended to be an incentive stock option under Section 422 of the Internal Revenue Code of 1986, as amended, and will be
interpreted accordingly.

In addition to the terms, conditions, and restrictions set forth in the Plan, the following terms, conditions, and restrictions apply to the Option:

(1) Vesting.

a. You may exercise the Option on the schedule indicated in the vest schedule above, subject to the expiration provisions set forth in Section 3
below. Except as specifically provided otherwise herein, no portion of the Option that is unexercisable at your termination of employment,
consultancy, directorship or other position making you an eligible participant under the Plan will thereafter become exercisable, unless the
Administrator determines otherwise.

b. The Option will become immediately exercisable in full upon the occurrence of a Change in Control.

“Change in Control” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as
amended) (other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily
holding securities for an offering of such securities) acquires ownership of more than 80% of the undiluted total voting
power of the Company’s then outstanding securities eligible to vote to elect members of the Board (the “Company Voting
Securities”);

ii. consummation of a merger, consolidation or reorganization of the Company with or into any other entity, unless the
holders of the Company Voting Securities outstanding immediately before such consummation, together with any trustee
or other fiduciary holding securities under a Company benefit plan, hold securities that represent immediately after such
merger or consolidation at least 20% of the combined voting power of the then outstanding voting securities of either the
Company or the other surviving entity or its parent; or

iii. the stockholders of the Company approve (A) a plan of complete liquidation or dissolution of the Company or (B) an
agreement for the Company’s sale or disposition of all or substantially all of the Company’s assets, and such liquidation,
dissolution, sale or disposition is consummated.
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Even if other tests are met, a Change in Control will not have occurred under any circumstances in which the Company files for
bankruptcy protection or is reorganized following a bankruptcy filing.

The provisions of Section 4 will also apply if the Change in Control also is a Substantial Corporate Change (as defined in those
provisions).

c. Subject to, and as permitted by, the Plan that portion of the Option that is not otherwise exercisable will become immediately exercisable in
full upon:

i. the termination of your employment by the Company without Cause (as defined in the Employment Agreement between
Andrew C. Florance and the Company effective as of January 1, 1998, as amended (the “Employment Agreement”))
pursuant to Section 7(a) of the Employment Agreement; or

ii. the termination of your employment by you for Good Reason (as defined in the Employment Agreement) pursuant to
Section 7(c) of the Employment Agreement.

d. Upon the termination of your employment on account of your Disability (as defined in the Employment Agreement) pursuant to Section 9
of the Employment Agreement or in the event of your death, a pro rata portion of your unvested Options that would have become otherwise
exercisable during the calendar year of your termination will become exercisable immediately. Such pro rata amount shall be determined by
multiplying the number of unvested options that would have vested in the calendar year of termination by a fraction, the numerator of which
is the number of complete weeks you were employed during the year of termination and the denominator of which is fifty-two.

e. The Administrator may, in its sole discretion (subject to, and as permitted by, the Plan), accelerate the time at which you may exercise part
or all of the Option.

f. The vesting period and/or exercisability of the Option may be adjusted by the Administrator to reflect the decreased level of employment or
other applicable service during any period in which you are on an approved leave of absence or employed or providing applicable services
on a less than full time basis, provided, that the Administrator may take into consideration any accounting consequences to the Company.

(2) Exercise. Subject to this Agreement and the Plan, unless the Administrator determines otherwise, you may exercise the Option only by a written
“Notice of Exercise” to the Company or its designee on a form specified by the Company on or before the date the Option expires. Unless the
Administrator determines otherwise, each such Notice must:

a. state your election to exercise the Option and the number of Shares with respect to which you are exercising the Option;

b. be signed by you or, if you have died or become disabled, by the party entitled to exercise the Option;

c. contain such representations as the Company reasonably requires; and

d. be accompanied by payment of the Exercise Price in full through one, or a combination, of the following payment methods, which
method(s) shall be indicated in the Notice of Exercise:

i. cashier’s or certified check in the amount of the Exercise Price payable to the order of the Company;

ii. direction to the Company through your Notice of Exercise to send the share certificates to be issued under this Option to a licensed
broker acceptable to the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable cash
equivalents) equal to the Exercise Price, for the Shares with respect to which the Option is being exercised, as part of a cashless
exercise;
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iii. unless the Administrator determines otherwise, by surrender to the Company of shares of Common Stock with a Fair Market Value
on the date of exercise equal to all or part of the Exercise Price (with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you), for the Shares with respect to which
the Option is being exercised; provided, however, that you may not surrender (turn in) previously held or owned Common Stock of
the Company as payment unless you have held such stock for more than six months before the surrender. For purposes hereof, the
date of exercise shall be the later of the date of delivery of (A) the duly executed Notice of Exercise and (B) the shares tendered for
payment of the Exercise Price;

iv. unless the Administrator determines otherwise, attestation of ownership of Common Stock and issuance of a net number of shares
upon Option exercise; or

v. unless the Administrator determines otherwise, by the Company withholding from the shares of Common Stock otherwise issuable
to you upon the exercise of the Option (or portion thereof) the whole number of shares with a Fair Market Value on the date of
exercise equal to all or part of the Exercise Price (rounded down, with any balance paid by cash or check or, unless the
Administrator determines otherwise, deducted from salary or other amounts payable to you on such date of exercise). For purposes
hereof, the date of exercise shall be the date of delivery of the duly executed Notice of Exercise.

The Company shall not issue any shares of Common Stock until you have paid the total Exercise Price for that number of shares of
Common Stock you have elected to purchase. Shares of Common Stock will be issued as soon as is practical after exercise.

(3) Expiration. The Option will expire no later than the close of business on the expiry date indicated above (ten years from the date of grant).

The exercise period for the Options shall be until the first to occur of:

a. the Option’s expiration under the preceding sentence,

b. the 60th day after the cessation of your employment as a result of the termination of your employment by you without Good Reason
pursuant to Section 7(d) of the Employment Agreement;

c. the 60th day after the cessation of your employment as a result of the termination of your employment by the Company for Cause pursuant
to Section 7(b) of the Employment Agreement;

d. the 180th day after the cessation of your employment as a result of the termination of your employment (a) by the Company without Cause
pursuant to Section 7(a) of the Employment Agreement or (b) by you for Good Reason pursuant to Section 7(c) of the Employment
Agreement;

e. one year after the cessation of your employment as a result of the termination of your employment for Disability;

f. the first anniversary of your date of death; and

g. after the termination of your employment, the date you violate any covenant not to compete, nonsolicitation covenant or similar covenant in
effect between you and the Company.
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Pursuant to Section 4(c) of the Employment Agreement, if you do not exercise the Option on or prior to the date the Option expires or is no
longer exercisable, you shall be deemed to have made a “cashless exercise” of the unexercised, exercisable portion of the Option on the last day that
the Option may be exercised (the “Deemed Exercise Date”), and the Company shall pay to you within thirty days of the Deemed Exercise Date a
cash payment equal to the amount that results from multiplying the total number of shares underlying the unexercised, exercisable portion of the
Option multiplied by a number equal to the difference between the closing price of the Company’s common stock on the Deemed Exercise Date (or
if the Deemed Exercise Date is not a trading day, then on the trading day immediately preceding the Deemed Exercise Date) and the exercise price of
the Option; provided, however, that the cashless exercise alternative shall not be available if your employment has been terminated by the Company
for Cause or by you without Good Reason.

The Administrator, in its sole discretion, will determine all questions of whether particular terminations or leaves of absence are
terminations of employment or other applicable service for purposes of this Agreement.

(4) Substantial Corporate Change. Upon a Substantial Corporate Change, any portion of this Option that is unexercised will terminate unless provision is
made in writing in connection with such transaction for:

a. assumption or continuation of outstanding Options; or

b. the substitution for such Options, with appropriate adjustments as to the number and kind of shares of stock and prices, in which event the
Option will continue in the manner and under the terms so provided.

Unless the Board determines otherwise, if an Option would otherwise terminate pursuant to the preceding sentence, you will have the right, at such
time before the consummation of the transaction causing such termination as the Board reasonably designates, to exercise any unexercised portions
of the Option, whether or not previously exercisable.

A “Substantial Corporate Change” means the occurrence of any one or more of the following events:

i. a Person (as the term person is used for purposes of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended)
(other than the Company, any Company subsidiary, any Company benefit plan, or any underwriter temporarily holding securities
for an offering of such securities) acquires ownership of 100% of the combined voting power of all classes of stock of the
Company;

ii. merger, consolidation or reorganization of the Company with or into one or more entities in which the Company is not the
surviving corporation (other than a merger or consolidation with a wholly owned subsidiary, a reincorporation of the Company in a
different jurisdiction or other transaction in which there is no substantial change in the stockholders of the Company or their
relative stock holdings);

iii. merger, consolidation or reorganization of the Company in which the Company is the surviving corporation, but after which the
stockholders of the Company immediately prior to such merger (other than any stockholder that merges, or which owns or controls
another corporation that merges, with the Company in such merger) cease to own their shares or other equity interest in the
Company;

iv. the liquidation or dissolution of the Company; or

v. the sale or disposition of all or substantially all of the Company’s assets.

(5) Taxes.

a. You understand and agree that the Company has not advised you regarding your income tax liability in connection with the Option. To the
extent required by applicable federal, state, local or foreign law, you shall make arrangements satisfactory to the Company in its sole
discretion for the satisfaction of any withholding tax obligations that arise by reason of an Option exercise or disposition of shares issued as
a result of an Option exercise. The Company shall not be required to issue shares or to recognize the disposition of such shares until such
obligations are satisfied.
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b. By accepting the Option, you agree that, unless and to the extent you have otherwise satisfied any U.S. federal income and other taxes,
including state, local or non-U.S. income or employment tax obligations, related to the exercise of the Option that are required to be
withheld and paid over to the applicable tax authorities (the “Tax Withholding Obligations”) in a manner permitted or required by the
Administrator pursuant to the Plan, the Company is authorized (but not required) to deduct and retain without notice from the shares of
Common Stock issuable to you in respect of the exercised portion of the Option the whole number of shares (rounding down) having a Fair
Market Value on the exercise date or, if not a trading day, the first trading day before the exercise date (as determined by the Company
consistent with any applicable tax requirements) sufficient to satisfy the applicable Tax Withholding Obligation. If the withheld shares are
not sufficient to satisfy your Tax Withholding Obligation, you agree to pay to the Company as soon as practicable, by cash or check or,
unless otherwise determined by the Administrator, deducted from salary or other amounts payable to you, any amount of the Tax
Withholding Obligation that is not satisfied by the withholding of shares of Common Stock described above.

c. You are ultimately liable and responsible for all taxes owed by you in connection with the Option, regardless of any action the Company
takes or any transaction pursuant to this Section 5 with respect to any tax withholding obligations that arise in connection with the Option.
The Company makes no representation or undertaking regarding the treatment of any tax withholding in connection with the grant,
issuance, vesting or exercise of the Option or the subsequent sale of any of the shares of Common Stock acquired upon exercise of the
Option. The Company does not commit and is under no obligation to structure the Option to reduce or eliminate your tax liability.

(6) Company Postponement of Delivery. The Company may postpone issuing and delivering any Shares for so long as the Company determines to be
necessary or advisable to satisfy the following:

a. completing or amending any registration or qualification of the Shares or satisfying any exemption from registration under any federal or
state law, rule, or regulation;

b. complying with any requests for representations under the Plan;

c. receiving proof satisfactory to the Company that a person seeking to exercise the Option after your death or disability is authorized and
entitled to exercise the Option; and

d. satisfying any federal, state, or local tax withholding obligations.

(7) Compliance with Securities Laws.

a. If, at the time the Company should issue you Shares because of your exercise of the Option, no current registration statement under the
Securities Act of 1933 (the “Act”) covers such issuance, you must, before the Company will issue such Shares to you:

i. represent to the Company, in form satisfactory to the Company’s counsel, that you are acquiring the Shares for your own account
and not with a view to reselling or distributing the Shares; and

ii. agree that you may not sell, transfer, or otherwise dispose of the Shares issued to you under the Option unless:

A. a registration statement under the Act is effective at the time of disposition with respect to the Shares sold, transferred, or
otherwise disposed of; or

B. the Company has received an opinion of counsel or other information and representations satisfactory to it to the effect
that registration under the Act is not required by reason of Rule 144 under the Act or otherwise.

b. Notwithstanding anything herein to the contrary, you may not exercise the Option, and the Company shall not be obligated to deliver any
shares of Common Stock, during any period when the Company determines that the exercisability of the Option or the delivery of shares
hereunder would violate any applicable federal or state securities laws or other laws or regulations.
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(8) Restrictions on Resales. The Company may impose such restrictions, conditions or limitations as it determines appropriate as to the timing and
manner of any resales by you or other subsequent transfers by you of any shares of Common Stock issued as a result of the exercise of the Option,
including without limitation (a) restrictions under an insider trading policy, (b) restrictions designed to delay and/or coordinate the timing and
manner of sales by you and other optionholders and (c) restrictions as to the use of a specified brokerage firm for such resales or other transfers.

(9) Not an Employment Contract. Nothing in this Agreement restricts the right of the Company or any of its affiliates to terminate your employment or
other service at any time, with or without cause. The termination of employment or service, whether by the Company or any of its affiliates or
otherwise, and regardless of the reason therefore, has the consequences provided for hereunder, under the Plan and under any applicable
employment, severance or other agreement.

(10) Non-Transferability of Option. You may not assign or transfer the Option to anyone other than by will or the laws of descent and distribution and the
Option shall be exercisable only by you during your lifetime. The Company may cancel the Option if you attempt to assign or transfer it in a manner
inconsistent with this Section 10.

(11) Limitation of Interest. You understand and agree that you will not be deemed for any purpose to be a stockholder of the Company with respect to any
of the Shares unless and until they have been issued to you after your exercise of this Option and payment for the Shares. Neither you (individually
or as a member of a group) nor any beneficiary or other person claiming under or through you shall have any right, title, interest, or privilege in or to
any shares of Common Stock allocated or reserved for the purpose of the Plan or subject to this Agreement except as to such shares of Common
Stock, if any, as shall have been issued to such person upon exercise of the Option or any part of it.

(12) No Fractional Shares. At the time of exercise, the Company will round down any fractional Shares but will not make any cash or other payments in
settlement of fractional shares eliminated by rounding. If you have not then exercised the Option in full, the Company will carry forward the
fractional Shares rather than eliminating them.

(13) No Limitation on Company Actions. You understand and agree that the existence of this Option will not affect in any way the right or power of the
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s
capital structure or its business or any merger or consolidation of the Company, or any issuance of bonds, debentures, preferred or other stocks with
preference ahead of or convertible into, or otherwise affecting the Common Stock or the rights thereof, or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or
otherwise.

(14) General.

a. This Agreement and the Plan constitute the entire understanding between you and the Company regarding the Option. Any prior
agreements, commitments or negotiations concerning the Option are superseded.

b. The laws of the State of Delaware will govern all matters relating to this Agreement, without regard to the principles of conflict of laws.

c. Any notice you give to the Company (including notice of exercise of all or part of the Option) must be in writing and either hand-delivered
or mailed to the Corporate Secretary of the Company (or to the Chief Financial Officer if either you would receive the notice or the position
is vacant). If mailed, it should be sent by certified mail and be addressed to the foregoing executive at the Company’s then corporate
headquarters. Any notice given to you will be addressed to you at your address as reflected on the personnel records of the Company. You
may change the address for notice by like notice to the Company. Notice will be deemed to have been duly delivered when hand-delivered,
or, if mailed, two business days after such notice is postmarked.

d. As a condition of this Option, you, on behalf of yourself, your heirs, successors and personal representatives (“you and your successors”),
agree that any dispute or disagreement which may arise hereunder shall be decided by the Administrator. You and your successors agree to
accept as binding, conclusive and final all decisions or interpretations of the Administrator concerning any questions arising under the Plan
with respect to the Option, and you and your successors hereby explicitly waive any right to judicial review.
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e. In the event that any provision of this Agreement is declared to be illegal, invalid or otherwise unenforceable by a court of competent
jurisdiction, such provision shall be reformed, if possible, to the extent necessary to render it legal, valid and enforceable, or otherwise
deleted, and the remainder of the terms hereunder shall not be affected except to the extent necessary to reform or delete such illegal,
invalid or unenforceable provision.

f. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective permitted heirs, beneficiaries,
successors and assigns.

g. The headings preceding the text of the sections hereof are inserted solely for convenience of reference, and shall not constitute a part of this
Agreement, nor shall they affect its meaning, construction or effect.

h. All questions arising under the Plan or under this Agreement shall be decided by the Administrator in its total and absolute discretion.

i. Wherever a conflict may arise between the terms of this Agreement and the terms of the Plan, the terms of the Plan will control.

COSTAR GROUP, INC.
 

 

 

 

 

Jonathan Coleman, General Counsel & Secretary
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ACKNOWLEDGMENT

Please confirm your acceptance of the terms and conditions of this Option and the terms and conditions of the Plan within 60 days of issuance of this
Agreement. By confirming acceptance, you (a) acknowledge receipt of a copy of the Plan; (b) represent that you have read and are familiar with the Plan’s
terms; (c) accept the Option subject to all of the terms and provisions of this Agreement and of the Plan under which it is granted, as the Plan may be
amended in accordance with its terms; and (d) agree to accept as binding, conclusive, and final all decisions or interpretations of the Administrator concerning
any questions arising under the Plan with respect to the Option.

No one may sell, transfer, or distribute this Option or the securities that may be purchased upon exercise of this Option without an effective
registration statement relating thereto or an opinion of counsel satisfactory to the Company or other information and representations satisfactory to
the Company that such registration is not required.
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EXHIBIT 31.1

CERTIFICATION

I, Andrew C. Florance, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of CoStar Group, Inc.;

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

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

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

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

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

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

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

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

Date: July 28, 2016 By:  Andrew C. Florance
   
  /s/ Andrew C. Florance

  

Andrew C. Florance
Chief Executive Officer
(Principal Executive Officer and Duly Authorized Officer)



EXHIBIT 31.2

CERTIFICATION

I, Scott T. Wheeler, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of CoStar Group, Inc.;

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

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

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

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

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

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

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

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

Date: July 28, 2016 By:  Scott T. Wheeler
   
  /s/ Scott T. Wheeler    

  

Scott T. Wheeler
Chief Financial Officer
(Principal Financial and Accounting Officer and Duly Authorized Officer)



EXHIBIT 32.1

CoStar Group, Inc.
1331 L Street, NW

Washington, DC 20005

 July 28, 2016

Securities and Exchange Commission
100 F Street, NE
Washington, DC  20549

Re: Certification Of Principal Executive Officer Pursuant To 18 U.S.C. Sec. 1350

Dear Ladies and Gentlemen:

In connection with the accompanying Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, I, Andrew C. Florance,
Chief Executive Officer of CoStar Group, Inc., hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

1) such Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, fully complies with the requirements of Section
13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and

2) the information contained in such Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, fairly presents, in
all material respects, the financial condition and results of operations of CoStar Group, Inc.

By:  
  

 /s/ Andrew C. Florance   

 

Andrew C. Florance
Chief Executive Officer
(Principal Executive Officer and Duly Authorized Officer)

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to CoStar Group, Inc. and will be
retained by CoStar Group, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.

In accordance with Item 601 of Regulation S-K, this certification is being “furnished” as Exhibit 32.1 to CoStar Group, Inc.'s quarterly report and shall
not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of that
section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, except as expressly set forth by
specific reference in such a filing.



EXHIBIT 32.2

CoStar Group, Inc.
1331 L Street, NW

Washington, DC 20005

July 28, 2016

Securities and Exchange Commission
100 F Street, NE
Washington, DC  20549

Re: Certification Of Principal Financial Officer Pursuant To 18 U.S.C. Sec. 1350

Dear Ladies and Gentlemen:

In connection with the accompanying Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, I, Scott T. Wheeler,
Chief Financial Officer of CoStar Group, Inc., hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

1) such Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, fully complies with the requirements of Section
13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and

2) the information contained in such Quarterly Report on Form 10-Q of CoStar Group, Inc., for the quarter ended June 30, 2016, fairly presents, in
all material respects, the financial condition and results of operations of CoStar Group, Inc.

By:  
  

 /s/ Scott T. Wheeler      

 

Scott T. Wheeler
Chief Financial Officer
(Principal Financial and Accounting Officer and Duly Authorized Officer)

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to CoStar Group, Inc. and will be
retained by CoStar Group, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.

In accordance with Item 601 of Regulation S-K, this certification is being “furnished” as Exhibit 32.2 to CoStar Group, Inc.'s quarterly report and shall
not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of that
section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, except as expressly set forth by
specific reference in such a filing.


