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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

YELP INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)
(Unaudited)

June 30, December 31
2012 2011

Current assets:

Accounts receivable (net of allowance fouloful accounts of $318 and $210 at June 30, 2012
and December 31, 2011, respectively) 10,12( 8,251
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Accrued liabilities 9,19 7,68¢F

Total current liabilities 13,16¢ 12,73(

Common stock, $0.000001 par value—500,0@gb@res authorized; 61,190,489 and
16,956,409 shares issued and outstandifgnat 30, 2012 and December 31, 2011, respectively

~
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Accumulated other comprehensive income )loss 271

See notes to condensed consolidated financiahséatis






YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except for per share data)
(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
Net revenus $ 3265: $ 19,57¢ $ 60,03t $ 36,07¢
Costs and expenses
Cost of revenue (exclusive of de@ton and amortization 2,29¢ 1,28t 4,42 2,561
shown separately below)
Sales and marketing 20,33: 12,347 39,10: 23,61¢
Product development 4,33¢ 2,661 8,47¢ 4,98(
General and administrative 5,96: 3,58¢ 16,69: 7,201
Depreciation and amortization 1,661 924 3,022 1,74
Total costs and expenses $ 3459 $ 2080 $ 71,717 $ 40,10:
Loss from operations (1,939 (1,227 (11,679 (4,02%)
Other income (expense), net 22 75 (8) 182
Loss before income taxes (2,916 (2,14¢ (11,68 (3,842
Provision for income taxes (66) a7) (97) (29
Net loss (2,982 (2,165 (11,789 (3,87))
Accretion of redeemable convertible preferred stock — (47) (31) (99)
Net loss attributable to common stockholders (Chassid B) $ (198) $ (1,219 $ (11,819) $ (3,969
Net loss per share attributable to common stocldre
Basic $ (0.0 $ (009 3 (0.2 $ (0.29)
Diluted $ (009 $ (009 3 020 $ (0.27)
Weighted-average shares used to compute net loshaee
attributable to common stockholders (Class A and B)
Basic 60,88’ 14,98t 46,07¢ 14,77(
Diluted 60,88’ 14,98t 46,07¢ 14,77(

See notes to condensed consolidated financiahséates.
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Net loss, as reporte
Other comprehensive income:

Comprehensive loss

YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in thousands)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
$ (198) $ (1,165 $ (11,789 $ (3,87))
Foreign currency translation adjustments (169) (48) (199 (172)
Other comprehensive income (loss) (163) (48) (1949) 172
$ (2145 $ (1.21H $ (11,97 $ (4,049

See notes to condensed consolidated financiahséates.
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YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(Unaudited)

Six Months Ended June 30,
2012 2011

Net loss $ (11,789 $ (3,87)

Depreciation and amortization 3,022 1,74

Stock-based compensation 9,287 2,051

Changes in operating assatdiabilities:

Prepaid expenses ahdraassets (91¢)
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Deferred revenue (79¢) 3

Purchases of property, equipment, and soéwa (1,927

Change in restricted cash (6,00¢) (365)

Proceeds from initial public offering, nédtaffering costs 112,25

CASH AND CASH EQUIVALENTS—Beginning of period 21,73¢ 27,074

See notes to condensed consolidated financiahstates.
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YELP INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

(Unaudited)

SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW INFORNIEON:
Cash paid for income taxes, net of refunds

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING ANONANCING
ACTIVITIES:
Purchases of property and equipment recardadcounts payable and accruals

Capitalized website and software developneests recorded in accounts payable and accruals

Accretion of redeemable convertible preférseock

Vesting of early exercised options

See notes to condensed consolidated financiahséates.
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Six Months Ended June 3(
2012 2011

$ 48 $ 35

$ 69t $ 23¢

$ 10 $ N
$ 31 $ 94
$ 31 $ 45




YELP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Yelp Inc. (the “Company,” “we” or “our”) wascorporated in Delaware on September 3, 2004. ¥efmects people with great local
businesses. Our users have contributed milliomswéws of almost every type of local businessingj\a voice to consumers and bringing
“word of mouth” online. Businesses, both large anmll, use our platform to engage with consumetietritical moment when they are
deciding where to spend their money.

Basis of Presentation

The accompanying condensed consolidated finangitdraents are unaudited. These unaudited intenmdestsed consolidated financial
statements have been prepared in accordance witluigiing principles generally accepted in the WhiBates of America (“GAAP”) and
applicable rules and regulations of the Securdied Exchange Commission (“SEC”) regarding interimarficial reporting. Certain information
and note disclosures normally included in the feialhstatements prepared in accordance with GAAR li@en condensed or omitted pursuant
to such rules and regulations. Accordingly, thegerim condensed consolidated financial statenrsmisld be read in conjunction with the
consolidated financial statements contained indbmpany’s Prospectus filed pursuant to Rule 42dfer the Securities Act of 1933, as
amended (the “Securities Act”) with the SEC on Mea2¢ 2012 (the “Prospectus”). The condensed catest®@ld balance sheet as of December
31, 2011, included herein was derived from the t@ddionsolidated financial statements as of thi biat does not include all disclosures
required by GAAP, including notes to the finanatdtements.

The unaudited interim condensed consolidated filmhstatements have been prepared on the sameasatsie audited consolidated
financial statements and, in the opinion of manag@ninclude all adjustments (consisting primaofynormal recurring adjustments) neces:
for the fair presentation of the interim periodsganted.

Significant Accounting Policies

There have been no material changes to our signifiaccounting policies, as compared to the sicamiti accounting policies described in
the Prospectus.

Principles of Consolidation

These condensed consolidated financial statemecitsdie the accounts of the Company and its wholipexd subsidiaries. All
intercompany accounts and transactions have beaimated in consolidation.

Use of Estimates

The preparation of the Company's consolidated @irzustatements in conformity with GAAP requiresmagement to make estimates and
assumptions that affect the reported amounts etsssd liabilities and disclosure of contingersieds and liabilities at the date of the financial
statements and the reported amounts of incomexpehses during the reporting period. These estBrate based on information available as
of the date of the financial statements; therefactyal results could differ from management' westies.
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2. FAIR VALUE OF FINANCIAL INSTRUMENTS
The accounting guidance for fair value meamams prioritizes the inputs used in measuringvalue in the following hierarchy:
Level 1—Observable inputs, such as quoted prices in aotiakets,
Level 2—Inputs other than the quoted prices in active misrkhat are observable either directly, or

Level 3—Unobservable inputs in which there is little ormarket data, which requires the Company to devigsopwn assumptions

This hierarchy requires the Company to use obsérwabarket data, when available, and to minimizeu$e of unobservable inputs when
determining fair value. On a recurring basis, tlenpany measures its financial assets at fair vdlne.Company's investment instruments are
classified within Level 1 of the fair value hierhycbecause they are valued using quoted pricestiveamarkets.

The following table represents the Company's fiferinstruments measured at fair value as of JUn€312 and December 31, 2011, (in
thousands):

June 30, 2012 December 31, 2011
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Money market
funds(1) $ 117,24 — — $ 117,24C $ 19,12¢ — — $ 19,12

(1) Included in cash and cash equivalents on the caadleconsolidated balance she
3. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as of June 30, 2012 erehiber 31, 2011 consist of the following (in trends):

June 30, 201! December 31, 201

Cash and cash equivalents

Cash $ 537 $ 2,61(
Money market funds 117,24( 19,12¢
Total cash and cash equivalents $ 122,610 $ 21,73¢

The lease agreements for the Company’s San Frandiswv York and London, England offices require @@mpany to maintain a letter of
credit issued to the landlords of each facilityeTétters of credit are subject to renewal annuallyl the lease expires. At June 30, 2012 and
December 31, 2011, the Company had a letter oftar€8$6.4 million and $0.4 million, respectivelsglated to such leases.

4. PROPERTY, EQUIPMENT, AND SOFTWARE
Property, equipment and software as of June 3@ 2a6dl December 31, 2011 consist of the followimgltbusands):

June 30, 201 December 31, 201

Computer equipment $ 595 $ 4,51¢
Software 36C 382
Capitalized website and internal-use software dgraknt costs 7,20( 5,612
Furniture and fixtures 2,04¢ 1,84z
Leasehold improvements 3,30¢ 2,70z
Telecommunication 1,301 1,187

Total 20,16¢ 16,24+
Less accumulated depreciation (8,539 (6,367)

Net property, equipment, and softwi $ 11,63: $ 9,881






Depreciation expense was $0.9 million and $ailbon for the three months ended June 30, 20422011, respectively, and $1.7 million

and $1.0 million for the six months ended June2Bd,2 and 2011, respectively.

5. ACCRUED LIABILITIES

Accrued liabilities as of June 30, 2012 and Decem3lie 2011 consist of the following (in thousands):

June 30, 201: December 31, 201

Accrued vacation and employee related expenses $ 2,44  $ 1,90¢
Accrued bonus and commissions 1,81¢ 947
Deferred rent 1,39( 1,19¢
Merchant revenue share liability 37k 314
Legal settlement accrual 1,25( 1,25(
Other accrued expenses 1,91¢ 2,071
Total $ 9,19 $ 7,68t

6. OTHER INCOME (EXPENSE), NET
Other income (expense), net for the threesianchonths ended June 30, 2012 and 2011 consiisedbllowing (in thousands):

Three Months Ended Six Months Ended

June 30, June 30,
2012 2011 2012 2011
Interest income $ 13 $ 2 3 18 7
Transaction gain (loss) on foreign exchange 11 74 (10 18:
Other non-operating income (loss), net @) (1) (16) (6)
Other income (expense), net $ 22 $ %% (8) 182

7. COMMITMENTS AND CONTINGENCIES

Office Facility Lease—The Company leases its office facilities underrapirg lease agreements that expire from 2012-2084 terms of
the lease agreements provides for rental paymendsgraduated basis. The Company recognizes rpaheg on a straight-line basis over the
lease period. In March 2012, the Company enteredamon-cancelable operating lease agreemenase leffice space located in London,
England. In April, 2012, the Company entered intiba-cancelable operating lease agreement to &fise space located in San Francisco. In
May 2012, the Company expanded its space leaddavinYork and extended the term of that lease. Thaé minimum lease payments under
these leases totaled approximately $59.0 millioafakine 30, 2012.

Rental expense was $1.1 million and $0.6 milliontfe three months ended June 30, 2012 and 20ddgctvely, and $1.9 million and
$1.1 million for the six months ended June 30, 284@ 2011, respectively.

Legal Proceedings—The Company is subject to legal proceedings arisirthe ordinary course of business. Although el adverse
decisions or settlements may occur, managememMaslithat the final disposition of such matters mot have a material adverse effect on the
Company's business, financial position, resultsperations or cash flows.

In February and March 2010, the Company was sussdrputative class actions on behalf of local besses asserting various causes of
action based on claims that the Company maniputhidatings and reviews on its platform to codocal businesses to buy its advertising
products. These cases were subsequently consdlittedéa action asserting claims for violation of thalifornia Business & Professions Code,
extortion and attempted extortion based on the waiithey allege and seeking monetary relief in mspecified amount and injunctive relief.
October 2011, the court dismissed this action pitjudice. The plaintiffs have appealed to the @&urt of Appeals for the Ninth Circuit, but
the appeal has not yet been heard. Due to thevpnaliy nature of this potential appeal, the Companynable to reasonably estimate either the
probability of incurring a loss or an estimatedgarmf such loss, if any, from an appeal.

In March 2011, the Company was sued in an actiobetralf of certain current and former employeesgrisg claims for violations of the
federal Fair Labor Standards Act, the Californid®d@aCode and the California Business & Professidode and seeking monetary relief in an
unspecified amount. In September 2011, the Compgnged to settle this matter for payments in amexgde amount of up to $1.3 millic



The settlement is currently awaiting court finapegval.




Indemnification Agreements—In the ordinary course of business, the Company pnavide indemnifications of varying scope andrter
to customers, vendors, lessors, business pararedsther parties with respect to certain mattecduding, but not limited to, losses arising out
of breach of such agreements, services to be prd\dgt the Company or from intellectual propertyimgement claims made by third parties.
In addition, the Company has entered into inderoaiion agreements with its directors and execuffieers and employees that will require
the Company, among other things, to indemnify tlagrainst certain liabilities that may arise by reagbtheir status or service as directors or
officers.

8. STOCKHOLDERS’ EQUITY (DEFICIT)

Initial Public Offering

In March 2012, the Company completed its initiablzioffering of its Class A common stock to thebfia (the “IPO”) whereby 8,172,500
shares of Class A common stock were sold by thegaom (inclusive of 1,072,500 shares of Class A comstock from the full exercise of
the overallotment option of shares granted to thdeuwriters) and 50,000 shares of Class A commuekstere sold by a selling stockholder,
The Yelp Foundation. The public offering price b&tshares sold in the offering was $15.00 per sfdre Company did not receive any
proceeds from the sales of shares by the sellogkiblder. The total gross proceeds from the afteto the Company were $122.6 million.
After deducting underwriters’ discounts and comimiss and offering expenses, the aggregate net @dsaeceived by the Company totaled
approximately $111.4 million. Immediately priortte closing of the IPO, all shares of the Companytstanding redeemable convertible
preferred stock automatically converted into 35,818 shares of Class B common stock. As a resliibyiing the IPO, the Company has two
classes of authorized common stock: Class A constmok (10 votes per share) and Class B common $toekvote per share).

The following table presents the shares authoriretlissued and outstanding as of the periods pegbén thousands, except share data):

June 30, 2012 December 31, 2011
Shares Shares Shares Shares  Liquidation
Authorized Issued and  Authorized Issued and Preference
Outstanding Outstanding
Redeemable convertible preferred stock:
Redeemable convertible preferred stock, — — 40,000,00 40,000,000 $ 1,001
Series A, $0.000001 par value
Redeemable convertible preferred stock, — — 44,802,87 44,802,87" $ 5,00(
Series B, $0.000001 par value
Redeemable convertible preferred stock, — — 32,288,63 32,288,63 $ 10,04:
Series C, $0.000001 par value
Redeemable convertible preferred stock, — — 14,531,46 14,531,461 $ 14,99¢
Series D, $0.000001 par value
Redeemable convertible preferred stock, — — 11,644,15 11,644,15 % 25,00(
Series E, $0.000001 par value
Stockholders’ equity:
Class A common stock, $0.000001 par value 200,000,00 8,222,50! — — —
Class B common stock, $0.000001 par value 100,000,00 52,967,98 — — —
Common stock, $0.000001 par value 200,000,00 — 280,000,00 16,956,40 —
Undesignated Preferred Stock 10,000,00 — — — —

Equity IncentivePlans

The Company has three equity incentive pldressAmended and Restated 2005 Equity Incentive @hen“2005 Plan”), the 2011 Equity
Incentive Plan (the “2011 Plan”) and the 2012 Bglritentive Plan (the “2012 Plan’ln July 2011, the Company terminated the 2005 Btad
provided that no further stock awards were to lzatad under the 2005 Plan. All outstanding stocirde/under the 2005 Plan will continue to
be governed by their existing terms. Upon the éffeness of the underwriting agreement in conneotidh the IPO, all shares that were
reserved under the 2011 Plan but not issued wstevesi by the 2012 Plan. No further shares williaatgd pursuant to the 2011 Plan. All
outstanding stock awards under the 2011 Plan wiitioue to be governed by their existing terms. &frttie 2012 Plan, the Company has the
ability to issue incentive stock options (“ISOsfipnstatutory stock options (“NSOs”), stock appréciarights, restricted stock, restricted stock
units (“RSUs"), performance units and/or performasbares. Additionally, the 2012 Plan providegfiergrant of performance cash awards to
employees, directors and consultants. The ISON&W@s will be granted at a price per share nottlems the fair value at date of grant. Opti
granted to date generally vest over a fgeiar period with 25% vesting at the end of one yearthe remaining vest monthly thereafter. Opt
granted generally are exercisable up to 10 yeagstrigted stock awards generally vest over a faaryeriod with 25% vesting at the end of
one year and the remaining vest quarterly thereafte






Restricted Stock Award

The Company began granting restricted stockrdsv(“RSAS”) to its employees in July 2011. In BtaR012, the Company began granting
restricted stock units (“RSUSs”). The cost of theAR%nd RSUs is determined using the fair valudhef@ompany’s common stock on the date
of grant. RSAs and RSUs typically vest and becoregagsable annually, based on a four year totdimgserm. Stock-based compensation
expense is amortized on a straight-line basis theerequisite service period.

The Company granted 1,250 RSAs and 3,750 RSUsgltliensix months ended June 30, 2012 and the Congranted no RSAs and
1,250 RSUs during the three months ended Juned3@, Zhe Company recorded stdoksed compensation expense related to RSAs and
of approximately $93,000 and $188,000 for the tlanee six months ended June 30, 2012, respectislpf June 30, 2012, the Company had
approximately $1.2 million of unrecognized stoclséad compensation expense, net of estimated fadsitvelated to RSAs which will be
recognized over the remaining weighted averagengperiod of approximately 2.33 years.

Stock Options
A summary of stock option activity for the six mbatended June 30, 2012, is as follows:

Options Outstanding

Weighted-
Average
Weighted- Remaining
Number of Average Contractual Aggregate
Shares Exercise Price  Term (in years) Intrinsic Value
Outstanding — December 2011 9,303,98 % 5.4¢ 7.7¢ $ 55,043,29
Granted 1,376,16. 16.5¢
Exercised (243,549 3.1¢
Canceled (308,56¢) 10.6¢
Outstanding — June 30, 2012 10,128,03 $ 6.8¢ 7.5 $ 160,963,11
Options vested and expected to vest as of Jun20a@, 9,884,01. $ 6.7¢ 74¢ $ 158,237,94
Options vested and exercisable as of June 30, 2012 5073470  $ 4.1¢ 64C $  94,138,06

Aggregate intrinsic value represents the difiee between the Company’s closing stock prick2@f73 on June 29, 2012 and the exercise
price of outstanding, in-the-money options. Thaltottrinsic value of options exercised was apprately $852,000 and $2.8 million for the
three months ended June 30, 2012 and 2011, respgctind $2.5 million and $3.8 million for the sixonths ended June 30, 2012 and 2011,
respectively. The weighted-average grant datevidire of options granted was $11.86 and $4.40Werthree months ended June 30, 2012 and
2011, respectively, and $9.68 and $4.15 for ther®rths ended June 30, 2012 and 2011, respectively.

As of June 30, 2012, total unrecognized compensaists, adjusted for estimated forfeitures, relaenonvested stock options was
approximately $27.1 million, which is expected ®recognized over the next 2.92 years

Employee Stock Purchase Ple

Concurrent with the effectiveness of the underwgitagreement in connection with the IPO on Marck01,2, the Company’s 2012
Employee Stock Purchase Plan (the “ESPP”) becafaetiek. The ESPP allows eligible employees to pase shares of the Company’s Class
A common stock at a discount through payroll deidnst of up to 15% of their eligible compensatiaubject to any plan limitations. At the e
of each offering period, employees are able tolmase shares at 85% of the lower of the fair mar&kte of the Company’s Class A common
stock on the first trading day of the offering pekior on the last day of the offering period. Thesze no shares purchased by employees unde
the Company’s ESPP for the six months ended Jun2@®2 and 2011, respectively.

Stock-Based Compensation

The following table summarizes the effects of stbeked compensation related to stock-based awamtaployees in the condensed
consolidated statements of operations during thiege presented (in thousands):

Six Months Ended
June 30,
2011

Three Months Ended
June 30,
2012 2011

2012



Cost of revenue $ 35 $ 11 $ 58 % 2C

Product development 30C 173 54z 32(
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During the three and six months ended Jun@@D2, the Company recognized $0 and $5.5 milliostack-based compensation related to
the acceleration of vesting of stock options hegldviro executive officers related to the completafrihe IPO, respectively, included in general
and administrative expense. The Company capitabieck-based compensation as website developmets ¢b$85,000 and $28,000 in the
three months ended June 30, 2012 and 2011, resggctind $137,000 and $54,000 in the six montlieddune 30, 2012 and 2011,
respectively.

9. NET LOSS PER SHARE

Basic and diluted net income (loss) per sharebattiable to common stockholders are presented ifoowoity with the “two-class method”
required for participating securities. Immediatphor to the consummation of the IPO in March 20dIPputstanding shares of preferred stock
and common stock were converted to Class B comruak.sAs a result, Class A and Class B common s&wekthe only outstanding equity in
the Company. The rights of the holders of Classé @lass B common stock are identical, except vafipect to voting and conversion. Each
share of Class A common stock is entitled to orte per share and each class of Class B common isteckitled to 10 votes per share. Shares
of Class B common stock may be converted into CAassmmon stock at any time at the option of tleekiholder, and are automatically
converted upon sale or transfer to Class A comntackssubject to certain limited exceptions.

The Company’s weighted-average unvested sharesdubjrepurchase and settlement in shares of canstock upon vesting have the
non-forfeitable right to receive dividends on am&dpasis with common stock and therefore are densd participating securities that must be
included in the calculation of net income per shaiag the two-class method in all presented psriod

The following table presents the calculation ofiband diluted net loss per share (in thousandssgper share data):

Three Months Ended June 30,

2012 2011
Class A Class B

Net loss $ 2680 $ (1,71H $ (1,169
Add: accretion of redeemable convertible prefestdk — — 47
Net loss attributable to common stockholc $ 268 $ (1,719 $ (1,21
Basic shares:

Weighted-average common shares outstanding 8,22 52,66« 14,98t
Diluted shares:

Weighted-average shares used to computedihet loss per share 8,22 52,66¢ 14,98t
Net loss per share attributable to common stocldrel

Basic $ (0.0 % (0.09) $ (0.09

Diluted $ (009 $ 0.09) $ (0.0¢

Six Months Ended June 30,
2012 2011
Class A Class B

Net loss $ (1,399 $ (10,38)) $ (3,87))
Add: accretion of redeemable convertible prefestetk 4 27 (94)
Net loss attributable to common stockholc $ (140 $ (10,41 $ (3,969
Basic shares:

Weighted-average common shares outstanding 5,46’ 40,60¢ 14,77(
Diluted shares:

Weighted-average shares used to computedihet loss per share 5,46 40,60¢ 14,77(

Net loss per share attributable to common stocldrsl
Basic $ (0.2 $ (0.2¢0 $ (0.29)
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The following employee share based instrumert® excluded from the calculation of diluted imebme (loss) per share because their
effect would have been anti-dilutive for the pedqutesented (in thousands):

Three Months Ended June 3( Six Months Ended June 3(

2012 2011 2012 2011
Stock options 10,12¢ 9,43: 10,12¢ 9,43:
Restricted stock units 4 — 4 —
Restricted stock awards 17C — 17C —

10. INCOME TAXES

The Company is subject to income tax in th@&&dhStates as well as other tax jurisdictions ol it conducts business. Earnings from non-
U.S. activities are subject to local country incatiaee The Company does not provide for federal inedaxes on the undistributed earnings of
its foreign subsidiaries as such earnings are teibgested indefinitely.

The Company recorded an income tax provision of(i8&and $17,000 for the three months ended Jun203@ and 2011, respectively,
related to foreign income taxes and state minimaxag and $97,000 and $29,000 for the six monthsdeddne 30, 2012 and 2011,
respectively. The primary difference between tHeative tax rate and the federal statutory tax ralates to the valuation allowances on the
Company’s net operating losses, foreign tax rdferginces, and non-deductible stock-based compensatpense. As of June 30, 2012, the
Company had a nominal amount of total unrecogniardenefits and related interest and penalties .

11. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to beammenps of the Company in which separate finanofarimation is available that is
evaluated regularly by the Company's chief opegatiiecision maker in deciding how to allocate resesiand in assessing performance. The
chief operating decision maker for the CompanyésChief Executive Officer. The Chief Executive iOéf reviews financial information
presented on a consolidated basis, accompanietfdrynation about revenue by product line and gquigjcaregion for purposes of allocating
resources and evaluating financial performance.

The Company has one business activity and thersasegment managers who are held accountabl@ésations, operating results or
plans for levels or components below the consatdainit level. Accordingly, the Company has deteedithat it has a single operating and
reporting segment.

The following tables present the Company's longdiassets by geographic region for the periodepted (in thousands):

Net revenue

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Net revenue by produc

Local advertising $ 2525 $ 13357 $ 46,72 $ 24,57¢
Brand advertising 5,70¢ 4,471 9,691 8,054
Other services 1,69¢ 1,75(C 3,61: 3,44t
Total net revenue $ 32,65 $ 19,57¢ $ 60,03¢ $ 36,07¢

During the three and six months ended June 30, 2682011, a substantial majority of the Compargvenue was generated in the Un
States. No individual customer accounted for 10%nore of consolidated net revenue in either period.

Long-Lived Assets (in thousands)

June 30, 2012 December 31, 201
United States $ 11,407 $ 11,67¢
All Other Countries 71€ 54
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with our condensed
consolidated financial statements and related nafgsearing elsewhere in this Quarterly Report omrd.0-Q and our Prospectus filed
pursuant to Rule 424(b) under the Securities AdI9&3, as amended (t*Securities Act”) with the Securities and Exchangemmission (the
“SEC”) on March 2, 2012 (the “Prospectus”).

Forward Looking Information

This Quarterly Report on Form 10-Q contains forwtmaking statements that involve risks and uncatias, as well as assumptions that, if
they never materialize or prove incorrect, couldsgaour results to differ materially from those regsed or implied by such forward-looking
statements. The statements contained in this QlyaReport on Form 10-Q that are not purely histakiare forward-looking statements within
the meaning of Section 27A of the Securities Ant] &ection 21E of the Securities Exchange Act &41%s amended (the “Exchange Act”).
Forward-looking statements are often identifiedhms use of words such as, but not limited to, ‘@p#te,” “believe,” “can,” “continue,”

“could,” “estimate,” “expect,” “intend,” “may,” “phn,” “project,” “seek,” “should,” “target,” “will,”“would” and similar expressions or
variations intended to identify forward-looking tements. These statements are based on the laigsssumptions of our management based
on information currently available to managemenciSforward-looking statements are subject to riskgertainties and other important
factors that could cause actual results and thiagiof certain events to differ materially from diué results expressed or implied by such
forward-looking statements. Factors that could eaarscontribute to such differences include, batrest limited to, those identified below, and
those discussed in the section titled “Risk Fattoduded under Part I, Item 1A below. Furtherrapsuch forward-looking statements speak
only as of the date of this report. Except as nexguby law, we undertake no obligation to updatgefanwvard-looking statements to reflect
events or circumstances after the date of suchrssatts.

Company Overview

Yelp connects people with great local businesses.uSers have contributed a total of approximad@y3 million reviews of almost every
type of local business, from restaurants, boutiguessalons to dentists, mechanics, plumbers amd.fmMbese reviews are written by people
using Yelp to share their everyday local busineg®gences, giving voice to consumers and bringimord of mouth” online. The information
these reviews provide is valuable for consumersharsihesses alike. Approximately 78.3 million ur@qusitors used our website, on a mon
average basis, and our mobile application was asepproximately 7.2 million unique mobile devices,a monthly average basis, during the
guarter ended June 30, 2012. Businesses, both anthlarge, use our platform to engage with conssi@iethe critical moment when they are
deciding where to spend their money. Our busin@gslves around three key constituencies: the dmuttsis who write reviews, the consumers
who read them and the local businesses that thegyride.

As of June 30, 2012, we are active in 51 Yelp miarkethe United States and 39 Yelp markets inté@nally. This footprint represents a
small portion of the potential domestic and intéioraal markets that we are currently targetingegpansion. Our domestic expansion plans
include growth in our existing markets as well agansion into new markets, many of which are smétlen our current markets, as we loo
expand our breadth of coverage. Internationallyy@sre in the early stages of establishing outpfiat, we are targeting a mix of both large
and small markets. We have not yet made any substaffort to monetize our international markesl dnave not generated significant
revenue from these markets to date.

Our overall philosophy is to invest for long-termogth as we continue to see growth in our key rogtiWe expect to continue to invest
heavily in our sales and marketing efforts to gammestically and internationally and in productelepment to expand our platform by
innovating and introducing new products to our viteband mobile applications. As of June 30 2012hae 1,096 employees, which
represented an increase of 48% compared to the jgaroel last year. As a result of our investmenltoglbphy, we do not expect to be
profitable on a U.S. generally accepted accourghinciples (“GAAP”) basis in 2012.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with GAAP. The preparation of themesolidated financial statements
requires us to make estimates and assumptionaffieat the reported amounts of assets, liabilitiegenue, expenses and related disclosures.
We evaluate our estimates and assumptions on anrangasis. Our estimates are based on historkgereence and various other assumptions
that we believe to be reasonable under the ciramss. Our actual results could differ from theseretes.

We believe that the assumptions and estimatesiasstevith revenue recognition, website and inteus& software development costs,
income taxes and stock-based compensation haygrdéhtest potential impact on our consolidated firstatements. Therefore, we consider
these to be our critical accounting policies arttrestes.

There have been no material changes to our craimabunting policies and estimates as comparduktoritical accounting policies and
estimates described in the Prospectus.
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Key Metrics

We regularly review a number of metrics, imtthg the following key metrics, to evaluate ouribess, measure our performance, identify
trends in our business, prepare financial projestiand make strategic decisions.

e ReviewsNumber of reviews represents the cumulative nurobegviews submitted to Yelp since inception, ashef period end,
including reviews that were then being filterediwat had been removed from our platform. In additmthe text of the review, each
review includes a rating of one to five stars. Waude filtered and removed reviews because dahef are either currently accessible
on our platform or were accessible at some poititie, providing information that may be useful fmers to evaluate businesses and
individual reviewers. Because our filtering techomt continually reassesses which reviews to fliesed on new information, the
“filtered” or “unfiltered” status of reviews may change over time. Reviewsateabeing filtered or have been removed do nmbfanto
a business’s overall star rating. By clicking &lon a reviewed business’s page on our websites use access the filtered reviews for
the business, as well as the star rating and atf@mation about reviews that we removed for Miola of our terms of service. As of
June 30, 2012, approximately 21.6 million reviewsrevavailable on business profile pages, approeimét3 million reviews were
being filtered and approximately 2.3 million revieWad been removed from our platform, either bfousiolation of our terms of
service or by the users who contributed them.

The following table presents the number of cumuéateviews as of the periods presented:

June 30,
2012 2011
(in thousands)
Reviews 30,25! 19,70!

e Unique VisitorsUnique visitors represent the average number ofthtpanique visitors over a given three-month périd/e define
monthly unique visitors as the total number of ueigisitors who have visited our website at leastean a given month, and we
average the number of monthly unique visitors icheaonth of a given thremonth period to calculate average monthly uniqséais.
We track unique visitors based on the number aforswith unique cookies who have visited our wibasing either a computer or
mobile browser, as measured by Google Analytiggpduct from Google, Inc. that provides digital keting intelligence. Unique
visitors do not include visitors who access outfplan through our mobile app. For the quarter endlatk 30, 2012, our mobile app \
used on approximately 7.2 million unique mobileides on a monthly average basis. Because the nushlbe@ique visitors is based on
visitors with unique cookies, an individual who esses our website from multiple devices with défgrcookies will be counted as
multiple unique visitors, and multiple individuai$o access our website from a shared device wsthgle cookie will be counted as a
single unique visitor.

The following table presents the number of unigisgéars (average monthly number) during the peripgsented:

Three Months Ended

June 30,
2012 2011
(in thousands
Unique Visitors 78,32 51,56l

e Claimed Local Business Locatiori$ie number of claimed local business locationsasgmts the cumulative number of business
locations that have been claimed on Yelp worldvgitiee 2008, as of a given date. We define a claioeal business location as each
business address for which a business representasivs our website and claims the free businistiag page for the business locate
that address.

The following table presents the number of cumuatilaimed local business locations as of the perjmesented:

June 30,
2012 2011
(in thousands)
Claimed Local Business Locations 79: 45

e Active Local Business Accounthe number of active local business accounts repteshe number of active local business accounts
from which we recognized revenue in a given threevim period. We treat business accounts that Heseame payment and/or user
information as a single business acco
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The following table presents the number of acto@l business accounts from which we recognizeema® in the given periods
presented:

Three Months Ended

June 30,
2012 2011
(in thousands
Active Local Business Accounts 32 15

e Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measurettihve calculate as net income (loss), adjusted ttuee:
provision (benefit) for income taxes, other incofeepense), net, interest income, depreciation amattézation and stock-based
compensation. We believe that adjusted EBITDA piesiuseful information to investors in understagaind evaluating our operating
results in the same manner as our management and dbdirectors. This non-GAAP information is metcessarily comparable to non-
GAAP information of other companies. NG@AAP information should not be viewed as a subsitar, or superior to, net income (Ic
prepared in accordance with GAAP as a measurergrofitability or liquidity. Users of this finanal information should consider the
types of events and transactions for which adjustsmieave been made. The following is a reconaiimatf adjusted EBITDA to net
income (loss) below for the periods indicated.

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Reconciliation of Adjusted EBITDA: (in thousands

Net loss $ (1,98) $ (1,169 $ (11,789 $ (3,87))
Provision for income taxes 66 17 97 28
Other income (expense), net (22 (75) 8 (183)
Depreciation and amortization 1,661 924 3,022 1,74:
Stock-based compensation 1,85¢ 94¢ 9,287 2,051
Adjusted EBITDA $ 1581 $ 64¢ $ 63C $ (23)

Adjusted EBITDA

To provide investors with additional inform@tiregarding our financial results, we have dissiois the table above and elsewhere in this
Quarterly Report on Form 10-Q adjusted EBITDA, a+@®AAP financial measure. We have provided a reitiation above of adjusted
EBITDA to net loss, the most directly comparable &FAfinancial measure.

We have included adjusted EBITDA in this QuartdRlgport on Form 10-Q because it is a key measuimseur management and board
of directors to understand and evaluate our coezatimg performance and trends, to prepare andapmur annual budget and to develop
short- and long-term operational plans. In particuthe exclusion of certain expenses in calcujatitjusted EBITDA can provide a useful
measure for period-to-period comparisons of oue ¢arsiness. Accordingly, we believe that adjustBtTBA provides useful information in
understanding and evaluating our operating regulfse same manner as our management and boane ofods.

Adjusted EBITDA has limitations as an analyticadlicand you should not consider it in isolatiorasra substitute for analysis of our res
as reported under GAAP. Some of these limitations a

e although depreciation and amortization are non-casinges, the assets being depreciated and antbntizg have to be replaced in the
future, and adjusted EBITDA does not reflect campital expenditure requirements for such replaceésn@nfor new capital expenditu
requirements;

e adjusted EBITDA does not reflect changes in, ohaaguirements for, our working capital needs;

e adjusted EBITDA does not consider the potentiaillytive impact of equity-based compensation;

e adjusted EBITDA does not reflect tax payments thay represent a reduction in cash available tand;

e other companies, including companies in our inguistray calculate adjusted EBITDA differently, whiduces its usefulness as a
comparative measur



Because of these limitations, you should atersadjusted EBITDA alongside other financial perfance measures, including various cash
flow metrics, net income (loss) and our other GA®Bults.
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Results of Operations

The following tables set forth our resultsopkrations for the periods presented as a percefatet revenue for those periods (certain
items may not foot due to rounding). The periogésiod comparison of financial results is not neeeity indicative of future results.

Three Months Endec Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Consolidated Statements of Operations Data:
Net revenue by produ

Local advertising 77% 68% 78% 68%

Brand advertising 18 23 16 22

Other services 5 9 6 1C

Total net revenue 10(% 10(% 10(% 10(%
Costs and expenses:

Cost of revenue (exclusive of depreciatiod a

amortization shown separately below) 7% 7% 7% 7%

Sales and marketing 62 63 65 65

Product development 13 14 14 14

General and administrative 18 18 28 20

Depreciation and amortization 5 5 5 5
Total costs and expenses 10€ 10€ 11¢ 111
Loss from operations (6) (6) (19 (12)
Other income (expense), net — — — 1
Loss before income taxes (6) (6) (19) 11
Provision for income taxes — — — —
Net loss (6)% (6)% (19% (11)%
Net Revenue

We generate revenue from local advertisingn@radvertising and other services, including 2#@als and partner arrangements. The
following provides a description of our revenuefdrgduct.

Local Advertising We generate revenue from local advertising prograncluding enhanced profile pages and perforeamci
impression-based advertising in search resultstsaivhere on our website.

Brand Advertising We generate revenue from brand advertising thrahg sale of display advertisements (both graphéttext) on our
website, including advertisements from leadingore! brands in the automobile, financial servitegistics, consumer goods and health and
fitness industries.

Other ServicesVe generate other revenue through the sale of Bels, monetization of remnant advertising inventbrough thirdparty
ad networks and various partner arrangements delateeservations. Yelp Deals allow merchants tomote themselves and offer discounted
goods and services on a real-time basis to consudiectly on our website and mobile app and viaiérm the last nine months, we have
focused on Yelp Deals displayed on our websiteraolile app to target intent-driven consumers wigossarching for a specific product or
service on our platform. We have seen an increasevenue from Yelp Deals based on this approadleapect that trend to continue as we
develop Yelp Deals that focus on direct fulfilmemtd scale our service offerings. Accordingly, veeddeemphasized and expect to continue
to deemphasize Yelp Deals that are emailed to sersun favor of Yelp Deals that are displayed onwebsite and mobile app. We do not
expect this de-emphasis to have a material impaouo financial condition or growth. We earn a éeeYelp Deals for acting as an agent in
these transactions, which we record on a net laasisnclude in revenue upon a consumer's purctabe deal. We also generate a small
portion of our revenue through reve-sharing arrangements with partner companies. Cilyremur revenu-sharing partner arrangeme



provide for the ability for consumers to make rgaéons on OpenTable, Inc. and Orbitz, Inc. throgip.
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Three Months Ended % Six Months Ended %

June 30, Change June 30, Change
2012 2011 2012 2011
Net revenue by produc
Local advertising $ 25,25¢ $ 13,357 8%% $ 46,72 $ 24,57¢ 90%
Brand advertising 5,70z 4,471 28 9,691 8,054 20
Other services 1,69¢ 1,75( (3) 3,61 3,44¢ 5
Total net revenue $ 32,65 $ 19,57¢ 67% $ 60,03t $ 36,07¢ 66%
Net revenue by produ
Local advertising 7% 68% 78% 68%
Brand advertising 18 23 16 22
Other services 5 9 6 10
Total net revenue 10C% 10C% 10C% 10C%

Total net revenue increased $13.1 million, or 6it94he three months ended June 30, 2012, compavte three months ended June 30,
2011. Our local advertising revenue increased $dilln, or 89%, primarily due to a significantdrease in the number of customers
purchasing local advertising plans as we expandedales force to reach more local businessesbfmd advertising revenue increased $1.2
million, or 28%, primarily due to an increase i #verage spend per brand advertiser driven piyrariincreased advertising impressions
brand advertiser. In addition, our other servie&nue was flat, primarily due to an increase veneie from the sale of Yelp Deals and
remnant advertising inventory and from added pastrip arrangements, offset by a decrease in thénasipof email deals.

Total net revenue increased $24.0 million, or 68%he six months ended June 30, 2012, compar#tetsix months ended June 30, 2011.
Our local advertising revenue increased $22.1 omjlor 90%, primarily due to a significant increas¢he number of customers purchasing
local advertising plans as we expanded our sales to reach more local businesses. Our brand @singrrevenue increased $1.6 million, or
20%, primarily due to an increase in the averagedper brand advertiser driven primarily by ineeghadvertising impressions per brand
advertiser. In addition, our other services revenaeeased $0.2 million, or 5%, primarily due toiaarease in revenue from the sale of Yelp
Deals and remnant advertising inventory and fronteddpartnership arrangements, offset by a deciedake emphasis of email deals.

Cost of Revenue

Our cost of revenue consists primarily of credidgarocessing fees, web hosting, internet sendosss, and salaries, benefits and stock-
based compensation for our infrastructure teanada@lto operating our website, as well as creatdgign for brand advertising and video
production expenses. We currently expect costwamae to increase on an absolute basis and reedatively flat as a percentage of revenue
in the near term as, consistent with our investrplilbsophy we continue to expand data center dpaicd headcount associated with
supporting our website and mobile.

Three Months Six Months Ended
Ended June 30 % June 30, %
2012 2011 Change 2012 2011 Change
($ in thousands ($ in thousands)
Cost of Revenue $2,29¢  $1,28¢ 7% $ 4,42¢ $ 2,561 73%
Percentage of net revenue 7% 7% 7% 7%

In the three months ended June 30, 2012, cosvehte increased $1.0 million, or 79%, comparedhéathree months ended June 30, 2
This increase was primarily attributable to an @ase of $0.4 million in outside hosting and intesevice fees, which are necessary to sug
the increase in visitors to our website and tratias completed on our website. In addition, viégepenses related to slide shows for local
customers increased by $0.2 million and expendatetkto creative design for brand advertising @ugrs, increased $0.1 million. Merchant
fees related to credit card transactions for lackdertising also increased $0.1 million, and weealdgersonnel to support our website
infrastructure resulting in an increase of $0.llioil

17




In the six months ended June 30, 2012, cost ofwevécreased $1.9 million, or 73%, compared tcstkenonths ended June 30, 2011.°
increase was primarily attributable to an increafs®0.8 million in outside hosting and internet\dee fees, which are necessary to support the
increase in visitors to our website and transastmompleted on our website. In addition, video eses related to slide shows for local
customers increased by $0.4 million and expendatetkto creative design for brand advertising augrs, increased $0.2 million. Merchant
fees related to credit card transactions for lackdertising also increased $0.2 million, and weealdgersonnel to support our website
infrastructure resulting in an increase of $0.2ionil

Sales and Marketing

Our sales and marketing expenses primarily conéisalaries, benefits, stock-based compensatiaveltiexpense and incentive
compensation for our sales and marketing employeexidition, sales and marketing expenses induddness acquisition marketing,
community management, branding and advertisingscastwell as allocated facilities and other suppgroverhead costs. We spend almost no
sales and marketing expenses to acquire trafiiwitavebsite or mobile app. Our Community Manageesrasponsible for growing and
fostering local communities, and coordinating esdntraise awareness of our brand. We expect ¢es aad marketing costs, including
community management costs, to increase as wencentd expand into new domestic and internatioreakets and within existing markets.
For the three months ended June 30, 2012, we $8ehmillion related to our international sales amarketing operations compared to $1.2
million for the three months ended June 30, 200t tRe six months ended June 30, 2012, we spedtriiflion related to our international
sales and marketing operations compared to $2lbbmfbr the six months ended June 30, 2011.

Three Months Six Months Ended
Ended June 30, % June 30, %
2012 2011 Change 2012 2011 Change
($ in thousands) (% in thousands)
Sales and marketing $ 20,33: $ 12,34% 65% $ 39,10: $ 23,61¢ 66%
Percentage of net revenue 62% 63% 65% 65%

In the three months ended June 30, 2012, salemarikting expenses increased $8.0 million, or 6&8pared to the three months ended
June 30, 2011. The increase was primarily attrifdetto an increase in headcount and related exparis6.3 million, including an increase in
stock-based compensation of $0.6 million, as weaedpd our sales organization to take advantageeahgrket opportunity created by
increased recognition of the value of our platf@mna increased use of our free online business atEolis a result of our increase in net
revenue, our commission expenses also increas@dillion. In addition, we experienced an increaséacilities and related allocations of
$1.0 million and domestic and international mamgtand advertising costs of $0.3 million.

In the six months ended June 30, 2012, sales arkketivay expenses increased $15.5 million, or 668mgared to the six months ended
June 30, 2011. The increase was primarily attrifietto an increase in headcount and related expariskl2.7 million, including an increase
stock-based compensation of $1.5 million, as weaedpd our sales organization to take advantageeahgrket opportunity created by
increased recognition of the value of our platf@mna increased use of our free online business atEolis a result of our increase in net
revenue, our commission expenses also increas@diiltion. In addition, we experienced an increasécilities and related allocations of
$1.6 million and domestic and international mamgtand advertising costs of $0.7 million.

Product Developmer

Our product development expenses primarily comdistlaries, benefits and stock-based compensfatiayur engineers and product
management and information technology personneldtition, product development expenses includsideitservices and consulting,
allocated facilities and other supporting overheasts. We believe that continued investment inufest software development tools and code
modification is important to attaining our strategbjectives, and, as such, we expect product dprent expense to increase on an absolute
basis but not necessarily increase as a percen&@d revenue in the near term, consistent withimeestment philosophy.

Three Months Six Months Ended
Ended June 30, % June 30, %
2012 2011 Change 2012 2011 Change
($ in thousands) (% in thousands)
Product development $ 433 $ 2,661 63% $ 8,47¢ $ 4,98( 70%
Percentage of net revenue 13% 14% 14% 14%

In the three months ended June 30, 2012, prodweiaiament expenses increased $1.7 million, or 68%pared to the three months er
June 30, 2011. The increase was primarily attrifdetto an increase in headcount and related expariskl.4 million, including an increase in
stock-based compensation of $0.1 million, as weicoad to invest in adding features and functidpab our website and mobile app. In
addition, we experienced an increase in facilitied related expenses of $0.1 milli
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In the six months ended June 30, 2012, prodentlopment expenses increased $3.5 million, &, Z@mpared to the six months ended
June 30, 2011. The increase was primarily attrifdetto an increase in headcount and related exparis8.0 million, including an increase in
stock-based compensation of $0.2 million, as weicoad to invest in adding features and functidgab our website and mobile app. In
addition, we experienced an increase in facilitied related expenses of $0.2 million.

General and Administrative

Our general and administrative expenses primaadhsist of salaries, benefits and stock-based cosgiem for our executive, finance, user
operations, legal, human resources and other aslmative employees. In addition, general and adstriaive expenses include outside
consulting, legal and accounting services, andifi@si and other supporting overhead costs notatkd to other departments. We expect that
our general and administrative expenses will ireeean an absolute basis but not necessarily irerleEaa percentage of net revenue in the nea
term, as we continue to expand our business and additional expenses associated with being aiguhtaded company.

Three Months Six Months Ended
Ended June 30, % June 30, %
2012 2011 Change 2012 2011 Change
(% in thousands) (% in thousands)
General and administrative $ 596 $ 3,58¢ 66% $ 16,69: $ 7,201 132%
Percentage of net revenue 18% 18% 28% 20%

In the three months ended June 30, 2012, genetadministrative expenses increased $2.4 millioi§686, compared to the three months
ended June 30, 2011. The increase was primariip@tible to an increase in headcount and relatpdreses of $0.9 million, including an
increase in stock based compensation of $0.1 mitliee to grants made during the quarter. Additignale invested in our systems and
support for the growth of the business throughues of outside consultants, which contributed &iticrease by $0.5 million and had an
increase in legal expenses of $0.3 million.

In the six months ended June 30, 2012, generahdmdnistrative expenses increased $9.5 millior},32%, compared to the six months
ended June 30, 2011. The increase was primariip@tible to an increase in headcount and relatpdreses of $7.4 million, including an
increase in stock-based compensation expense ®idiBion related primarily to the accelerationwesting of stock options held by two
executives in connection with the completion of tR®, as well as grants made during the quarteditiahally, we invested in our systems ¢
support for the growth of the business throughuse of outside consultants, which contributed eiticrease by $0.9 million.

Depreciation and Amortizatiot

Depreciation and amortization expenses primarilystst of depreciation on computer equipment, satwieasehold improvements,
capitalized website and internal software develapnoests and amortization of purchased intangitWés expect that depreciation and
amortization expenses will increase on an absdlasis as we continue to expand our technologystrireture and will remain relatively flat
a percentage of revenue in the near term.

Three Months Six Months Ended
Ended June 30, % June 30, %
2012 2011 Change 2012 2011 Change
($ in thousands) (% in thousands)
Depreciation and Amortization $ 1661 $ 924 80% $ 3,022 $ 1,74 73%
Percentage of net revenue 5% 5% 5% 5%

In the three months ended June 30, 2012, depmtiatid amortization expense increased $0.7 milbo®0%, compared to the three
months ended June 30, 2011. The increase was yirthe result of our investments in expanding taahnology infrastructure and capital
assets to support our increase in headcount atressganization. Depreciation and amortizatioatesd to our fixed assets and capitalized
website and internal use software development éostsased $0.4 million and $0.3 million, respeeiyv

In the six months ended June 30, 2012, depreciatidramortization expense increased $1.3 millioi7386, compared to the six months
ended June 30, 2011. The increase was primarilyethdt of our investments in expanding our tecbgglinfrastructure and capital assets to
support our increase in headcount across the aragion. Depreciation and amortization related tofoued assets and capitalized website and
internal use software development costs increaBetiillion and $0.4 million, respectively.
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Other Income (Expense), Net

Other income (expense), net consists primarilyhefinterest income earned on our cash and cashadgpiis and foreign exchange gains
and losses.

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
(in thousands)

Interest income $ 13 $ 2 $ 18 $ 7
Transaction gain (loss) on foreign exchange 11 74 (10 182
Other non-operating income (loss), net @) 1) (16) (6)
Other income (expense), net $ 22 $ w8 (® $ 18

In the three months ended June 30, 2012, othemadexpense), net was flat compared to the threghmended June 30, 2011.

In the six months ended June 30, 2012, other inqexmense), net decreased $0.2 million comparéuetsix months ended June 30, 2011.
The decrease was largely driven by an unfavordid@ge in foreign currency exchange rates, priméngyexchange rate between the British
Pound and Euro, which contributed to transacti@sés on foreign exchange in the three months ehdes130, 2012 compared to a gain in
2011.

Provision for Income Taxe:!

Provision for income taxes consists of federal stiate income taxes in the United States and indaeres in certain foreign jurisdictions,
deferred income taxes reflecting the net tax effeftemporary differences between the carryinguartof assets and liabilities for financial
reporting purposes and the amounts used for indampurposes, and the realization of net operdtisg carryforwards.

Three Months Ended Six Months Ended

June 30, June 30,
2012 2011 2012 2011
(in Thousands)
Provision for taxes $ 66 $ 17 $ 97 $ 2

Liquidity and Capital Resource
The following table summarizes our cash flows fa periods presented:

Six Months Ended June 30
2012 2011
(in thousands)

Condensed Consolidated Statements of Cash Flows Rat

Purchases of property and equipment $  (1,929) $ (1,47
Depreciation and amortization 3,022 1,74:
Cash flows provided by (used in) operating actgti (2,440 771
Cash flows used in investing activities (9,52%) (2,899
Cash flows provided by financing activities 113,01¢ 39¢€

As of June 30, 2012, we had cash and cash equisalé$122.6 million. Cash and cash equivalentsisbof cash and money market
accounts. Cash held internationally as of Jun@802 was immaterial. We did not have any short-tertong-term investments. Additionally,
we do not have any outstanding bank loans or cfadiiities in place.

Amounts deposited with third party financial ingtibns exceed the Federal Deposit Insurance Cdiparand Securities Investor
Protection Corporation, insurance limits, as agiie. These cash, cash equivalents and-term investment balances could be impacted i



underlying financial institutions fail or are subfed to other adverse conditions in the financiatkats. To date we have experienced no lo:
lack of access to our cash, cash equivalents gt-gon investments; however, we can provide nor@sges that access to our invested cash,
cash equivalents and short-term investments wilbedmpacted by adverse conditions in the findrmrkets.

Operating Activities

We used $2.4 million of cash in operating actigtie the six months ended June 30, 2012, primeggylting from our net loss of $11.8
million, offset by non-cash depreciation and anzatibn of $3.0 million and non-cash stock-basedmemsation of $9.3 million. In addition,
operating assets and liabilities changed by $3Itlomi primarily due to the timing of payments tendors and an increase in and accounts
receivable as a result of increased billings dutireggsix months ended June 30, 2012.
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We generated $0.8 million of cash in operatingvétidss in the six months ended June 30, 2011, pilyneesulting from our net loss of $3.9
million, offset by non-cash depreciation and anzation of $1.7 million and non-cash stock-basedmpemsation of $2.1 million. In addition,
operating assets and liabilities changed by $0lBomi primarily due to the timing of payments tendors and an increase in billings and
collections.

Investing Activities

Our primary investing activities have consisteghofchases of property and equipment to suppofbtild out of our data centers, and the
purchase of technology hardware to support our tirémvheadcount and software to support websiteldgment, website operations and our
corporate infrastructure. Purchases of propertyeapidpment may vary from period to period due ®timing of the expansion of our
operations and website and internal-use softwadedamelopment.

We used $9.5 million of cash in investing acti\8tiuring the six months ended June 30, 2012. Cseth in investing activities primarily
related to an increase in restricted cash of $6llomin connection with new leases executed dyitine six month period, as well as purchases
of property, equipment and software of $1.9 milltorsupport our growth in the business and expaerefitrelated to website development of
$1.6 million. We expect to continue to invest ioperty and equipment and development of softwaréhiremainder of 2012 and thereafter.

We used $2.9 million of cash in investing actistia the six months ended June 30, 2011. Cashinsedesting activities primarily related
to expenditures for property and equipment of $ilion to support our growth in headcount and exditures for website development of ¢
million.

Financing Activities

During the six months ended June 30, 2012, wevede$112.3 million in net proceeds from our IPOriBg the six months ended June 30,
2012, we incurred $10.3 million related to offericmsts in connection with the IPO, including undetey commission and discounts associs
with the transaction. With the exception of the |ROr recent financing activities have consistdchprily of net proceeds from the issuance of
common stock related to the exercise of stock ogtio

Our primary financing activities for the six montéisded June, 30 2011 consisted of proceeds fromsgbhance of common stock of $0.4
million.

Off Balance Sheet Arrangements

We did not have any off balance sheet arrangenie2811 or the first six months of 2012.

Contractual Obligations

We lease our facilities in San Francisco, Califarander operating leases that expire in 2013. \A&elether facilities around the world, the
longest of which expires in 2021. In March 2012,em¢éered into a non-cancelable operating leaseeagget to lease office space located in
London, England and in April 2012, we entered imbm-cancelable operating leases in New York and Samncigeo. The future minimum lea
payments under these new leases totaled approyn$s@.0 million as of June 30, 2012. We do notéhamy debt or material capital lease
obligations, and all of our property, equipment anftware have been purchased with cash. We haweaterial longterm purchase obligatio
outstanding with any vendors or third parties. @ture minimum payments under non-cancelable opgrétases for equipment and office
facilities are as follows as of June 30, 2012:

Payments Due by Period

Less Thar More Than
Total 1 Year 1-3Years 3-5Years 5 Years
(in thousands)
Operating lease obligations $ 71697 $ 6,061 $ 1894 $ 14,72¢ $ 31,95

The contractual commitment amounts in the tablevataoe associated with agreements that are enfdecand legally binding. Obligatior
under contracts that we can cancel without a sigit penalty are not included in the table above.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We have operations both within the United Statesiaternationally, and we are exposed to marké&sris the ordinary course of our
business. These risks include primarily interes, ioreign exchange risks and inflation.

Interest Rate Fluctuation Risl
Our cash and cash equivalents consist of cash andymrmarket funds. We do not have any long-termdeangs.

The primary objective of our investment activitiedo preserve principal while maximizing incomehaiut significantly increasing risk.
Because our cash and cash equivalents have aeftathort maturity, our portfolio's fair valuerslatively insensitive to interest rate changes.
During the six months ending June 30, 2012, werdeted that the nominal difference in basis pofotsanvesting our cash and cash
equivalents in longer-term investments did not amairia change in our investment strategy. In fupemods, we will continue to evaluate our
investment policy in order to ensure that we cargito meet our overall objectives. We believe aoflygtical 10% increase in interest rates as
of June 30, 2012 would have an immaterial impaauninvestment portfolio.

Foreign Currency Exchange Risk

We have foreign currency risks related to our rexeeand operating expenses denominated in curreotties than the U.S. dollar,
principally the British pound sterling and the euFbe volatility of exchange rates depends on nfaotors that we cannot forecast with relie
accuracy. Although we have experienced and wiltiooe to experience fluctuations in our net incqoss) as a result of transaction gains
(losses) related to revaluing certain cash balan@de accounts receivable balances and intercoyripelances that are denominated in
currencies other than the U.S. dollar, we beliexehsx change will not have a material impact onresults of operations. In the event our
foreign sales and expenses increase, our operasodis may be more greatly affected by fluctuaionthe exchange rates of the currencies in
which we do business. At this time we do not, batmay in the future, enter into derivatives or offreancial instruments in an attempt to
hedge our foreign currency exchange risk. It ifidift to predict the impact hedging activities vidtave on our results of operations.

Inflation Risk

We do not believe that inflation has had a matesfiggdct on our business, financial condition owftessof operations. If our costs were to
become subject to significant inflationary pressume may not be able to fully offset such highests through price increases. Our inability or
failure to do so could harm our business, finanotaidition and results of operations.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer and our Chief Financial Officeyaluated the effectiveness of our
disclosure controls and procedures as of June@®.2ZI'he term “disclosure controls and proceduras defined in Rules 13a-15(e) and 15d-15
(e) under the Exchange Act, means controls and ptieeedures of a company that are designed taemisat information required to be
disclosed by a company in the reports that it fdlesubmits under the Exchange Act is recorded;gs®sed, summarized and reported, within
the time periods specified in the SEC’s rules amch. Disclosure controls and procedures includiiout limitation, controls and procedures
designed to ensure that information required tdibelosed by a company in the reports that it flesubmits under the Exchange Act is
accumulated and communicated to the company’s nesnet, including its principal executive and prpadifinancial officers, as appropriate
to allow timely decisions regarding required disciee. Based on the evaluation of our disclosurératsnand procedures as of June 30, 2012,
our Chief Executive Officer and Chief Financial ioéfr concluded that, as of such date, our discsantrols and procedures were effective.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control ovearicial reporting identified in connection with tiealuation required by Rule 13a-15(d)
and 15d-15(d) of the Exchange Act that occurredhduthe period covered by this Quarterly ReporfFonm 10-Q that has materially affected,
or is reasonably likely to materially affect, ontérnal control over financial reporting.
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Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive G@ffiand Chief Financial Officer, believes that oisictbsure controls and procedures
internal control over financial reporting are desd to provide reasonable assurance of achievaigdbjectives and are effective at the
reasonable assurance level. However, our managatoestnot expect that our disclosure controls andgalures or our internal control over
financial reporting will prevent all errors and fthud. A control system, no matter how well comeeli and operated, can provide only
reasonable, not absolute, assurance that the nigiectf the control system are met. Further, thegieof a control system must reflect the fact
that there are resource constraints, and the lieéftontrols must be considered relative to thests. Because of the inherent limitations i
control systems, no evaluation of controls can jg®wabsolute assurance that all control issuesrestances of fraud, if any, have been
detected. These inherent limitations include tladities that judgments in decision making can hdtyaand that breakdowns can occur bec
of a simple error or mistake. Additionally, cons@an be circumvented by the individual acts ofs@@rsons, by collusion of two or more
people or by management override of the contrdig design of any system of controls also is basgeit upon certain assumptions about the
likelihood of future events, and there can be rememnce that any design will succeed in achieumgtated goals under all potential future
conditions; over time, controls may become inadégbacause of changes in conditions, or the degfreempliance with policies or
procedures may deteriorate. Because of the inhéneitditions in a cost-effective control system sstatements due to error or fraud may occur
and not be detected.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

In February and March 2010, the Company was sussdrputative class actions on behalf of local besses asserting various causes of
action based on claims that the Company maniputhidatings and reviews on its platform to codocal businesses to buy its advertising
products. These cases were subsequently consdlittedéa action asserting claims for violation of thalifornia Business & Professions Code,
extortion and attempted extortion based on the waiithey allege and seeking monetary relief in mspecified amount and injunctive relief.
October 2011, the court dismissed this action pitjudice. The plaintiffs have appealed to the @&urt of Appeals for the Ninth Circuit, but
the appeal has not yet been heard. Due to thevpnaliy nature of this potential appeal, the Companynable to reasonably estimate either the
probability of incurring a loss or an estimatedgamf such loss, if any, from an appeal.

In March 2011, the Company was sued in an actiobetralf of certain current and former employeesgrisg claims for violations of the
federal Fair Labor Standards Act, the Californido@aCode and the California Business & Professidode and seeking monetary relief in an
unspecified amount. In September 2011, the Compgnged to settle this matter for payments in amexgde amount of up to $1.3 million.
The settlement is currently awaiting final approval

The Company is subject to legal proceedings arisirige ordinary course of business. Although #mults of litigation and claims cannot
be predicted with certainty, we currently beliekattthe final outcome of these matters will notdhavmaterial adverse effect on the Company's
business, financial position, results of operationsash flows.

ITEM 1A. RISK FACTORS

Our operations and financial results are subjeght®mus risks and uncertainties, including thossadibed below, which could adversely
affect our business, financial condition, resuftserations, cash flows, and the trading pricewfClass A common stock. You should
carefully consider the risks and uncertainties dieed below before making an investment decisicsidifional risks not presently known to us
or that we currently believe are immaterial mayaggnificantly impair our business operations.

Risks Related to Our Business and Industry

We have a short operating history in an evolvinglimstry, which makes it difficult to evaluate our fure prospects and may increase the r
that we will not be successful.

We have a short operating history in an evolvirdustry that may not develop as expected, if affdlls short operating history makes it
difficult to assess our future prospects. You sti@ansider our business and prospects in lightefisks and difficulties we may encounter in
this rapidly evolving industry. These risks andidiflties include our ability to, among other thing

e increase the number of users of our website andlenapp, the number of reviews and other contertwrplatform and our revenue;
e continue to earn and preserve a reputation forigihoy meaningful and reliable reviews of local messes;
o effectively monetize our mobile app as usage coersrto migrate toward mobile devices;

e manage, measure and demonstrate the effectivehess advertising solutions and attract and retew advertising clients, many of
which may only have limited or no online advertgsiexperience;



successfully compete with existing and future pilevs of other forms of offline and online advertgsi

successfully compete with other companies thataneently in, or may in the future enter, the besi of providing information
regarding local businesses;

successfully expand our business in new and egistiarkets, both domestic and international;
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e successfully develop and deploy new features aodyats;
e avoid interruptions or disruptions in our servigceslmwer than expected load times;

e develop a scalable, high-performance technologwstfucture that can efficiently and reliably haniticreased usage globally, as well
as the deployment of new features and products;

e hire, integrate and retain talented sales and q@éesonnel;
o effectively manage rapid growth in our sales fopmrsonnel and operations; and

o effectively partner with other companies.

If the demand for information regarding lobakinesses does not develop as we expect, orfdilme address the needs of this demand, our
business will be harmed. We may not be able toessfally address these risks and difficulties beat, including those described elsewhe!
these risk factors. Failure to adequately addiessetrisks and difficulties could harm our busiress cause our operating results to suffer.

We have incurred significant operating losses iretpast, and we may not be able to generate sufficievenue to achieve or maintain
profitability, particularly given our significant mgoing sales and marketing expenses. Our recentgtorate will likely not be sustainable
and a failure to maintain an adequate growth ratelMadversely affect our results of operations abdisiness.

Since our inception, we have incurred significgmemting losses, and, as of June 30, 2012, werhadaumulated deficit of approximately
$53.1 million. Although our revenues have grownidbp increasing from $12.1 million in 2008, to $83nillion in 2011, we expect that our
revenue growth rate will decline in the future agsult of a variety of factors, including the nratiion of our business and the gradual decline
in the number of major geographic markets, espgaidathin the United States, to which we have no¢ady expanded, and you should not
on the revenue growth of any prior quarterly orwairperiod as an indication of our future perforeenVe also expect our costs to increase in
future periods as we continue to expend substdinehcial resources on:

e sales and marketing;

e product and feature development;

e our technology infrastructure;

e domestic and international expansion efforts;

e strategic opportunities, including commercial relaships and acquisitions; and

e general administration, including legal and accimgnéxpenses related to being a public company.

These investments may not result in increased tevengrowth in our business. If we are unable &ntain adequate revenue growth and
to manage our expenses, we may continue to ingaifisiant losses in the future and may not be &bkchieve or maintain profitability.

We rely on traffic to our website from search engimlike [Google, Bing and Yahoo!], some of whicHefproducts and services that
compete directly with our solutions. If our websitails to rank prominently in unpaid search resultgraffic to our website could decline and
our business would be adversely affected.

Our success depends in part on our ability to@ttraers through unpaid Internet search resultearch engines like Google, Bing and
Yahoo!. The number of users we attract to our welisdbm search engines is due in large part to &evwhere our website ranks in unpaid
search results. These rankings can be affectechioyndoer of factors, many of which are not in owedi control, and they may change
frequently. For example, a search engine may chasganking algorithms, methodologies or desigmolgs. As a result, links to our website
may not be prominent enough to drive traffic to metbsite, and we may not know how or otherwisenbe position to influence the results. In
some instances, search engine companies may ctiewgerankings in order to promote their own coinggtroducts or services or the
products or services of one or more of our competitOur website has experienced fluctuations amcteresult rankings in the past, and we
anticipate fluctuations in the future. Any reduatio the number of users directed to our websitdccadversely impact our business and re
of operations.

Google in particular is the most significant souoéraffic to our website accounting for more thaaif of the visits to our website from
Internet searches during the three and six momtieceJune 30, 2012. Our success depends on oily &binaintain a prominent presence in
search results for queries regarding local buségesa Google. Google has removed links to our welisim portions of its web search prod
and has promoted its own competing products, inetuGoogle’s local products, in its search resuhiven the large volume of traffic to our
website and the importance of the placement arglayiof results of a user’s search, similar actionthe future could have a substantial
negative effect on our business and results ofatjoss.
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If we fail to generate and maintain sufficient higlquality content from our users, we will be unaltie provide consumers with th
information they are looking for, which could negatly impact our traffic and revenue.

Our success depends on our ability to provide cmess with the information they seek, which in tdepends on the quantity and quality
the content provided by our users. For examplemag be unable to provide consumers with the infoionahey seek if our users do not
contribute content that is helpful and reliableifdhey remove content they previously submiti8uilarly, we may be unable to provide
consumers with the information they seek if oursigsge unwilling to contribute content becauseasfoerns that they may be harassed or sued
by the businesses they review, instances of whaste loccurred in the past and may occur again ifutioee. In addition, we may not be able to
provide users the information they seek if the infation on our platform is not up-to-date. We do please out or remove dated reviews, and
consumers may view older reviews as less relevahpful or reliable. If our platform does not prdeicurrent information about local
businesses or users perceive reviews on our phathsriess relevant, our brand and our business t@uharmed.

If we are unable to provide consumers with therimfation they seek, or if they can find equivalemntent on other services, they may stop
or reduce their use of our platform, and traffioto website and on our mobile app will declineouf user traffic declines, our advertisers may
stop or reduce the amount of advertising on oufgria and our business could be harmed.

Our business may be harmed if users view our platicas primarily limited to reviews of restaurant®id shopping experiences.

Our user traffic could be adversely affected if somers perceive the utility of our platform to beited to finding businesses in the
restaurant and shopping categories, which togeitmyunted for approximately 44% of the businedsashiave been reviewed on our platform
and 61% of our cumulative reviews through June2Bd2. We believe that this concentration of reviéygrimarily due to the frequency with
which individuals visit specific businesses or ggga certain activities versus others. For exarmguteindividual may eat at a restaurant three
times in one week or go shopping once a week,Hausame individual is unlikely to visit a mechamgjef a haircut or use a home or local
service with the same frequency. However, if thghhdoncentration of reviews in the restaurant drapping categories generates a perception
that our platform is primarily limited to these egories, traffic may decline and advertising cugtsimay be less likely to perceive value from
using our services, which could harm our business.

If our technology filters helpful content or failso filter unhelpful content, consumers and businessalike may stop or reduce their use
our platform and products, and our business couldffer.

While we have designed our technology to filterteoh that we believe may be offensive, biased, liaiie or otherwise unhelpful, we
cannot guarantee that our efforts will be effectveadequate. In addition, some consumers and ésss have expressed concern that our
technology inappropriately filters legitimate rewig which may cause them to stop or reduce theiofisur platform or our advertising
solutions. If the performance of our filter provradequate or ineffective, our reputation and braay be harmed, users may stop using our
products and our business and results of operatiounlsl be adversely affected.

Our business depends on a strong brand, and anjufai to maintain, protect and enhance our brand widihurt our ability to retain or
expand our base of users and advertisers, or ouilibto increase the frequency with which they ueer solutions.

We have developed a strong brand that we beliesediatributed significantly to the success of ausibess. Maintaining, protecting and
enhancing the “Yelp” brand is critical to expandimg base of users and advertisers and increasinfyequency with which they use our
solutions, and will depend largely on our abilitynhaintain consumer trust in our solutions andhanduality and integrity of the user content
and other information found on our website and reospp, which we may not do successfully. If wendb successfully maintain a strong
brand, our business could be harmed.

For example, consumers may believe that the reyiplatos and other content contributed by our ConityuManagers or other employe
are influenced by our advertising relationshipam@ otherwise biased. Although we take steps tegmtethis from occurring by, for example,
displaying an “ambassador” badge on the accoufiitgppages for each of our Community Managers idfigingg them as Yelp employees and
explaining their role on our platform, the desigoatdoes not appear on the page for each reviewibated by the Community Manager and
we may not be successful in our efforts to maintansumer trust. As a result, our brand and ouinksgs could be harmed.

Our trademarks are an important element of ourcrdfe have faced in the past, and may face inuted, oppositions from third parties
to our applications to register key trademarkoirign jurisdictions in which we expect to expand presence. If we are unsuccessful in
defending against these oppositions, our trademapkcations may be denied. Whether or not ouraingatk registration applications are
denied, third parties may claim that our trademark@nge their rights. As a result, we could beckd to pay significant settlement costs or
cease the use of these trademarks and associatedrgs of our brand in those or other jurisdictidsing so could harm our brand or brand
recognition and adversely affect our businesspfiie condition and results of operation.

Negative publicity could adversely affect our reptibn and brand.

Negative publicity about our company, including ¢echnology, sales practices, personnel or custsemeice, could diminish confidence
in and the use of our products. The media has usly reported allegations that we manipulate euiemws, rankings and ratings in favor



our advertisers and against non-advertisers. lardamldemonstrate that our filtering process apphiea nondiscriminatory manner to both
advertisers and non-advertisers, we have mad#tatel reviews accessible on our platform. We halge allowed businesses to publicly
comment on negative reviews so that they can peotyidir response. Nevertheless, our reputatiorbeantd, the traffic to our website and
mobile app and our business may suffer if negatiudicity about our company persists or if usefeotise perceive that content on our
website and mobile app is manipulated or biaseddtition, our website and mobile app serve astigsm for expression by our users, and
third parties or the public at large may attribilite political or other sentiments expressed bysusarour platform to us, which could harm our

reputation.
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If we fail to maintain and expand our base of ad¥isers, our revenue and our business will be harm

For the three and six months ended June 3@, Zubstantially all of our revenue was generbtethe sale of advertising products. Our
ability to grow our business depends on our abititynaintain and expand our advertiser base. Tsogdave must convince prospective
advertisers of the benefits of our products, inclgdhose who may not be familiar with our produstsch as those in new markets). In
addition, we have incurred significant costs toaatt current and future advertisers and expectdorisignificant additional costs for the
foreseeable future. We may face greater challeag®ge continue to expand our advertiser base iimbsses outside the restaurant and
shopping categories, which together accounteddpraximately 44% of the businesses that have bexdawed on our platform and 61% of
our cumulative reviews through June 30, 2012, @afhgdf these businesses believe that consumensepee the utility of our platform to be
limited to finding businesses in the restaurant simapping categories. We must also convince egigtind prospective advertisers alike that
advertising products work to their benefit. Manytlidése businesses are more accustomed to usingnraditeonal methods of advertising, such
as newspapers or print yellow pages directorieifuféato maintain and expand the advertiser bas#ddoarm our business.

Our advertisers do not typically have long-termigdtions to purchase our products. In additionrehg heavily on advertising spend by
small and mediunsized local businesses, which have historicallyeeigmced high failure rates and often have liméddertising budgets. As
result, we may experience attrition in our adverssn the ordinary course of business resultinghfseveral factors, including losses to
competitors, lower priced competitors, perceptitrad our advertising solutions are unnecessargeffactive, declining advertising budgets,
closures and bankruptcies. We must continuallyreeld advertisers both to replace advertisers whosdaoot to renew their advertising or
who go out of business, or otherwise fail to fulfileir advertising contracts with us, and to grmawv business. Our advertisers’ decisions to
renew depend on a number of factors, includingifigree of satisfaction with our products and thbility to continue their operations and
spending levels. The ratings and reviews that lassies receive from our users may also affect asivgrdecisions by current and prospective
advertisers. For instance, favorable ratings awigtwes, on the one hand, could be perceived as tibgithe need to advertise, and unfavorable
ratings and reviews, on the other, could discoulaggnesses from advertising to an audience thejwe as hostile or cause them to form a
negative opinion of our products and user basetlwtdaild discourage them from doing business withfumur advertisers increase their rates
of non-renewal or if we experience significant atiger attrition or contract breach, or if we areble to attract new advertisers in numbers
greater than the number of advertisers that we mgeclient base will decrease and our businésanéial condition and results of operations
would be harmed.

If we fail to expand effectively into new marketsoth domestically and abroad, our revenue and ousimess will be harmec

We intend to expand our operations into new marketh domestically and abroad. We may incur lossedherwise fail to enter new
markets successfully. Our expansion into new margktces us in competitive environments with whighare unfamiliar and involves various
risks, including the need to invest significantoses and the possibility that returns on suckstments will not be achieved for several ye
or at all. In attempting to establish a presenaseiw markets, we expect, as we have in the pastctm significant expenses and face various
other challenges, such as expanding our sales &mteommunity management personnel to cover thesemarkets. Our current and any
future expansion plans will require significantaesces and management attention. Furthermore, weedleeady entered many of the largest
markets in the United States and further expansi@maller markets may not yield similar resultsostain our growth.

Our international operations involve additional rks, and our exposure to these risks will increasevee expand internationally.

We have started to expand our operations intenmaitip We expect to expand our international operstsignificantly by accessing new
markets abroad and expanding our offerings in ramguages. Our platform is now available in Engdisll several other languages. However,
we may have difficulty modifying our technology acohtent for use in non-English-speaking market®stering new communities in non-
English-speaking markets. Our ability to managebusiness and conduct our operations internatipnadjuires considerable management
attention and resources, and is subject to thécpkat challenges of supporting a rapidly growingsimess in an environment of multiple
languages, cultures, customs, legal systems, atteendispute systems, regulatory systems and cooiah@nfrastructures. Furthermore, in
most international markets, we would not be thet #ntrant, and our competitors may be better ipositl than we are to succeed. Expanding
internationally may subject us to risks that weehaither not faced before or increase our expasutigks that we currently face, including
risks associated with:

e recruiting and retaining qualified, multi-linguahg@loyees, including sales personnel;
e increased competition from local websites and guatel potential preferences by local populationsoftal providers;

e compliance with applicable foreign laws and redats, including different privacy, censorship arability standards and regulations
and different intellectual property laws;

e providing solutions in different languages for ditnt cultures, which may require that we modify smlutions and features to ensure
that they are culturally relevant in different ctnigs;

e the enforceability of our intellectual propertyhig;
e credit risk and higher levels of payment fraud;

e compliance with an-bribery laws, including compliance with the Forei@arrupt Practices Act and the U.K. Bribery A



e currency exchange rate fluctuations;

o foreign exchange controls that might prevent umfrepatriating cash earned outside the United State
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e political and economic instability in some courdtie

e double taxation of our international earnings aateptially adverse tax consequences due to changles tax laws of the United Sta
or the foreign jurisdictions in which we operatagda

e higher costs of doing business internationally.

Many people use smartphones and other mobile desstceaccess information about local businesseavéf are not successful in developil
solutions that generate revenue from our mobile dipption, or those solutions are not widely adoptexlir results of operations and busine
could be adversely affected.

The number of people who access informatiautiwmcal businesses through mobile devices, inoudmartphones and handheld tablets or
computers, has increased dramatically in the gastyears and is expected to increase. Because wetawrrently deliver advertising on our
mobile app, we have not materially monetized oubifecapp to date. As a result, we may not be ablgeherate meaningful revenue from our
mobile app for the foreseeable future. If consunusesour mobile app at the expense of our welsiteadvertisers may stop or reduce
advertising on our website, and they may be untabéelvertise on our mobile app unless we develfgrife mobile advertising solutions that
are compelling to them. Similarly, we may be undblattract new advertisers unless we develop &ff=mobile advertising solutions. At the
same time, it is important that any mobile advergssolutions that we develop do not adverselycffeir users’ experience, even if they might
result in increased short-term monetization. Weehawited experience with mobile advertising. If fed to develop effective advertising
solutions, if our solutions alienate our user baséf, our solutions are not widely adopted or msufficiently profitable, our business may
suffer.

Additionally, as new mobile devices and platforme eleased, it is difficult to predict the probkeme may encounter in developing
products for these alternative devices and platfpand we may need to devote significant resoucdse creation, support, and maintenance
of such products. In addition, if we experiencdidifities in the future in integrating our mobilpminto mobile devices or if problems arise
with our relationships with providers of mobile ogéng systems or mobile application download stpseich as those of Apple, Inc. or Goo
if our applications receive unfavorable treatmemhpared to the promotion and placement of competpglications, such as the order of our
products in the Apple AppStore, or if we face irased costs to distribute our mobile app, our fugwmosvth and our results of operations could
suffer.

We expect to face increased competition in the nedrk

The market for information regarding local busirssand advertising is intensely competitive anddtgghanging. With the emergence of
new technologies and market entrants, competifidikély to intensify in the future. Our competidnclude, among others, offline media
companies and service providers; newspaper, tédayiand other media companies, Internet searcmesigsuch as Google, Bing and Yahoo!;
and various other online service providers. Our petitors may enjoy competitive advantages, sudre@ater name recognition, longer
operating histories, substantially greater markate, large existing user bases and substantigdbtey financial, technical and other resources.
These companies may use these advantages to afthrgbs similar to ours at a lower price, develdfetent products to compete with our
current solutions and respond more quickly andcéffely than we do to new or changing opportunijtteshnologies, standards or client
requirements. In particular, major Internet compansuch as Google, Facebook, Yahoo! and Microsajt be more successful than us in
developing and marketing online advertising offgsimlirectly to local businesses and many of ouegtbers and potential advertisers may
choose to purchase online advertising services flese competitors and may reduce their purchdsas @roducts. In addition, many of our
current and potential competitors have establisharketing relationships with and access to lartjentbases. As the market for local online
advertising increases, new competitors, businestela@nd solutions are likely to emerge. We alsopete with these companies for the
attention of contributors and consumers, and magence decreases in both if our competitors affere compelling environments. For al
these reasons, we may be unable to maintain or frewumber of people who use our website and malgip and the number of businesses
that use our advertising solutions and we may faiessure to reduce the price of our advertisingt&wis, in which case our business, resul
operations and financial condition will be harmed.

The traffic to our website and mobile applicationay decline and our business may suffer if other qoamies copy information from our
platform and publish or aggregate it with other iofmation for their own benefit

From time to time, other companies copy informafimm our platform, through website scraping, rabot other means, and publish or
aggregate it with other information for their owenlgfit. For example, in parts of 2010 and 2011, dkcorporated content from our website
into its own local product without our permissi@oogle’s users, as a result, may not have visitedvebsite because they found the
information they sought on Google. In Septemberl20ir Chief Executive Officer testified before teS. Senate Committee on the Judici
Subcommittee on Antitrust, Competition Policy ansh€umer Rights regarding Google’s practices inrdgrd. While we do not believe that
Google is still incorporating our content withis Ibcal products, we have no assurance that Gaogither companies will not copy, publish
aggregate content from our platform in the future.

When third parties copy, publish, or aggregate eatnfrom our platform, it makes them more compegitind decreases the likelihood that
consumers will visit our website or use our mokibp to find the information they seek, which conédyatively affect our business, results of
operations and financial condition. We may not bke &0 detect such thi-party conduct in a timely manner and, even if weldpowe may no



be able to prevent it. In some cases, particularthe case of websites operating outside of thieldrStates, our available remedies may be
inadequate to protect us against such practicesddition, we may be required to expend signifidarancial or other resources to successfully
enforce our rights.
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The impact of worldwide economic conditions, incingd the resulting effect on advertising spending local businesses, may adversely
affect our business, operating results and financ@ndition.

Our performance is subject to worldwide ecommomonditions and their impact on levels of adwéniy spend by small and medium-sized
businesses, which may be disproportionately aftebteeconomic downturns. To the extent that theetureconomic slowdown continues, or
worldwide economic conditions materially deterieratur existing and potential advertising clientsymo longer consider investment in our
advertising solutions a necessity, or may elecétiuce advertising budgets. Historically, econoduw/nturns have resulted in overall
reductions in advertising spending. In particueeb-based advertising solutions may be viewed hyesof our existing and potential
advertising clients as a lower priority and couddige advertisers to reduce the amounts they speadvertising, terminate their use of our
solutions or default on their payment obligatiomsi$. In addition, economic conditions may advgrgepact levels of consumer spending,
which could adversely impact the numbers of consamisiting our website and mobile app. Consumeclipases of discretionary items
generally decline during recessionary periods d@hdrgeriods in which disposable income is advgraffected. If spending at many of the
local businesses reviewed on our website or mealpifedeclines, businesses may be less likely tousadvertising products, which could h.
a material adverse effect on our financial conditmd results of operations.

We face potential liability and expense for legadaitns based on the content on our platform.

We face potential liability and expense for ledairos relating to the information that we publigha@ur website and mobile app, including
claims for defamation, libel, negligence and coglgtior trademark infringement, among others. Fangxe, businesses in the past have
claimed, and may in the future claim, that we asponsible for defamatory reviews posted by oursusie expect claims like these to
continue, and potentially increase in proportiothte amount of content on our platform. These ctadould divert management time and
attention away from our business and result iniBgg@mt costs to investigate and defend, regardkésse merits of the claims. In some
instances, we may elect or be compelled to remonteat or may be forced to pay substantial dam#ges are unsuccessful in our efforts to
defend against these claims. If we elect or arepatied to remove valuable content from our wehbsitenobile app, our platform may become
less useful to consumers and our traffic may deglivhich could have a negative impact on our bssimad financial performance.

Our business could suffer if the jurisdictions inlich we operate change the way in which they redel¢he Internet, including regulations
relating to user-generated content and privacy.

Our business, including our ability to operate argdand internationally, could be adversely affedtéeislation or regulations are adopt
interpreted or implemented in a manner that isfisesient with our current business practices aatirfiquires changes to these practices or the
design of our platform, products or features. Bameaple, if legislation is passed that limits theriomities afforded to websites that publish
user-generated content, we may be compelled towemantent from our platform that we would otheevigiblish, restrict the types of
businesses that our users can review or furthéfiywae identity of our users, among other chansilarly, legislation could be passed that
limits our ability to use or store information albb@ur users. The Federal Trade Commission (“FT@8aaly expects companies like ours to
comply with guidelines issued under the Federati@@ommission Act that govern the collection, useé storage of consumer information,
establishing principles relating to notice, consantess and data integrity and security. Our jpectre designed to comply with these
guidelines as described in our published privadicpoFor example, we disclose that we collectregeof information about our users, such as
their names, email addresses, search historieaaivity on our platform. We also use and storéhsaéormation primarily to personalize the
experience on our platform, provide customer supgied display relevant advertising. While we do seit or share personally identifiable
information with third parties for direct marketipgrposes, we do have relationships with thirdipathat may allow them access to user
information for other purposes. For example, whenowtsource functions such as technical and custeapport, tracking and reporting,
quality assurance and payment processing to otmpanies, we make user information available te¢tmmpanies to the extent necessal
them to provide the outsourced services. We beliewgolicies and practices comply with the FTG/acly guidelines and other applicable
laws and regulations. However, if our belief proireorrect, or if these guidelines, laws or regolas or their interpretation change or new
legislation or regulations are enacted, we maydmepelled to provide additional disclosures to aggrs, obtain additional consents from our
users before collecting or using their informat@rnmplement new safeguards to help our users neaoaguse of their information, among
other changes.

Legislative changes such as the examples abovedt@azly been proposed both domestically and abmedding recent proposals by the
European Commission. Changes like these couldasereur administrative costs and make it moreadiffifor consumers to use our platform,
resulting in less traffic and revenue. Similarlgaoges like these could make it more difficultdigrto provide effective advertising tools to
businesses on our platform, resulting in fewer aikers and less revenue. In any of the cases abavéusiness could suffer.

If we fail to manage our growth effectively, our &nd, results of operations and business could berhed.

We have experienced rapid growth in our headcountogerations, which places substantial demandsammagement and our operational
infrastructure. Most of our employees have beeh wit for fewer than two years. We intend to maktestantial investments in our technology,
sales and marketing and community management aaions. As we continue to grow, we must effectivetegrate, develop and motivate a
large number of new employees, including employeésternational markets, while maintaining the éfeial aspects of our company culture.
If we do not manage the growth of our businessapetations effectively, the quality of our platfoend efficiency of our operations could
suffer, which could harm our brand, results of egiens and business.

We may not timely and effectively scale and adapt existing technology and network infrastructur@ tensure that our platform is



accessible

It is important to our success that users in aliggaphies be able to access our platform at aéigiriVe have previously experienced, and
may experience in the future, service disruptiongages and other performance problems due toi@yaf factors, including infrastructure
changes, human or software errors, capacity constrdue to an overwhelming number of users acegssirr platform simultaneously, and
denial of service or fraud or security attackssdme instances, we may not be able to identifc#use or causes of these performance
problems within an acceptable period of time. lyyrhacome increasingly difficult to maintain and iroye the availability of our platform,
especially during peak usage times and as ourignfubecome more complex and our user traffic emes. If our platform is unavailable wr
users attempt to access it or it does not loadiekly as they expect, users may seek other sexticebtain the information for which they are
looking, and may not return to our platform as wfie the future, or at all. This would negativetygdact our ability to attract users and
advertisers and increase the frequency with whiely ise our website and mobile app. We expectritraege to make significant investments
to maintain and improve the availability of our ideam and to enable rapid releases of new featamesproducts. To the extent that we do not
effectively address capacity constraints, upgradesgstems as needed and continually develop ochntdogy and network architecture to
accommodate actual and anticipated changes inaéatn our business and operating results may badt
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Our disaster recovery program contemplates tramsitg our platform and data to a backup centelnénetvent of a catastrophe, but we have
not yet tested the procedure in full, and the fteomsprocedure may take several days or more toptete. During this time, our platform may
be unavailable in whole or in part to our users.

We are, and may in the future be, subject to digsiand assertions by third parties that we violtteir rights. These disputes may be costly
to defend and could harm our business and operathegults.

We currently face, and we expect to face from timméme in the future, allegations that we havdatied the rights of third parties,
including patent, trademark, copyright and othéellactual property rights [and the rights of curand former employees and business
owners?]. For example, third parties have suedwualfegedly violating their patent rights (we arerently a defendant in seven such suits, all
of which involve plaintiffs targeting multiple defdants in the same or similar suits), an action filed against us on behalf of current and
former employees claiming that we violated labad ather laws (we have agreed in principle, suliigcurt approval, to settle the suit for up
to $1.3 million) and various businesses have ssagllaging that we manipulate Yelp reviews in orecoerce them and other businesses to
pay for Yelp advertising (one such suit was voltihtalismissed, and two others were consolidatediracently dismissed with prejudice,
although the plaintiffs are seeking an appeal).

Other claims against us can be expected to be mate future. Even if the claims are without mettie costs associated with defending
these types of claims may be substantial, bothrim¢ of time, money, and management distractiopatticular, patent and other intellectual
property litigation may be protracted and expensaral the results are difficult to predict and meguire us to stop offering certain features,
purchase licenses or modify our products and featwhile we develop non-infringing substitutes @ymesult in significant settlement costs.
We do not own any patents, and, therefore, maynbéle to deter competitors or others from purspiaiggnt or other intellectual property
infringement claims against us.

The results of litigation and claims to which weyntee subject cannot be predicted with certaintyerEl these matters do not result in
litigation or are resolved in our favor or withaignificant cash settlements, these matters, antirtte and resources necessary to litigate or
resolve them, could harm our business, resultpefaiions and reputation.

Some of our solutions contain open source softwasdich may pose particular risks to our proprietaspftware and solutions

We use open source software in our solutions afidigé open source software in the future. Fronetimtime, we may face claims from
third parties claiming ownership of, or demandiapase of, the open source software and/or derevatorks that we developed using such
software (which could include our proprietary s@icode), or otherwise seeking to enforce the terftise applicable open source license.
These claims could result in litigation and cowdduire us to purchase a costly license or ceasémdfthe implicated solutions unless and t
we can re-engineer them to avoid infringement. T&iengineering process could require significaidittonal research and development
resources. In addition to risks related to licemgpiirements, use of certain open source softwamdead to greater risks than use of third-party
commercial software, as open source licensors géyelo not provide warranties or controls on thigio of software. Any of these risks cot
be difficult to eliminate or manage, and, if notlegssed, could have a negative effect on our bssiaed operating results.

We make the consumer experience our highest pripridur dedication to making decisions based printaien the best interests of
consumers may cause us to forgo short-term gaing adlvertising revenue.

We base many of our decisions upon the best ingeoéshe consumers who use our platform. We belteat this approach has been
essential to our success in increasing our usevthrate and the frequency with which consumersauseplatform and has served the long-
term interests of our company and our stockholdarthe past, we have forgone, and we may in thadéuforgo, certain expansion or revenue
opportunities that we do not believe are in the beesrests of consumers, even if such decisiogatieely impact our results of operations in
the short term, and we believe that continued adieer to this principle will, in the long term, béheur stockholders. In particular, our
approach of putting our consumers first may negatiimpact our relationships with our existing eogpective advertisers. For example, ur
we believe that a review violates our terms of mervsuch as reviews that contain hate speechyotrlyi we allow the review to remain on the
platform, even if the business disputes its acgur@ertain advertisers may therefore perceive wmampediment to their success as a rest
negative reviews and ratings. This practice coefdilt in a loss of advertisers, which in turn cduddm our results of operations.

We rely on third-party service providers for mangpects of our business, and any failure to maintairese relationships could harm our
business.

We rely on data about local businesses from thamtigs, including various yellow pages and othédtparties that license such informat
to us. We also rely on third parties for other aspef our business, such as mapping functionafity administrative software solutions. If th
third parties experience difficulty meeting our uggments or standards, or our licenses are revokedt renewed, it could make it difficult -
us to operate some aspects of our business, wbidtdl damage our reputation. In addition, if sudhdtparty service providers were to cease
operations, temporarily or permanently, face finahdistress or other business disruption, incrélse fees or if our relationships with these
providers deteriorate, we could suffer increasesiscand delays in our ability to provide consunaard advertisers with content or provide
similar services until an equivalent provider cob&found or we could develop replacement techryotwgperations. In addition, if we are
unsuccessful in choosing or finding high-qualitytpars, if we fail to negotiate cost-effective t&aships with them, or if we ineffectively
manage these relationships, it could have an aehwensact on our business and financial performa
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We expect a number of factors to cause our opergtiesults to fluctuate on a quarterly and annual ®ia, which may make it difficult to
predict our future performance

Our operating results could vary significantly fraquarter to quarter and year to year because afiaty of factors, many of which are
outside of our control. As a result, comparing operating results on a period-to-period basis naybe meaningful. In addition to other risk
factors discussed in this section, factors that omtribute to the variability of our quarterly aadnual results include:

e our ability to attract new local business advertisend retain existing advertisers;

e our ability to accurately forecast revenue and appately plan our expenses;

o the effects of changes in search engine placenmehp@minence;

o the effects of increased competition in our busines

e our ability to successfully expand in existing metgk enter new markets and manage our internatexpension;

e the impact of worldwide economic conditions, indhglthe resulting effect on consumer spending edllbusinesses and the level of
advertising spending by local businesses;

e our ability to protect our intellectual property;

e our ability to maintain an adequate rate of groanh effectively manage that growth;

e our ability to maintain and increase traffic to ewebsite and mobile app;

e our ability to keep pace with changes in technojogy

e the success of our sales and marketing efforts;

e costs associated with defending intellectual priypefringement and other claims and related judgteer settlements;
e changes in government regulation affecting ourress;

e interruptions in service and any related impacbonreputation;

e the attraction and retention of qualified employaed key personnel;

e our ability to choose and effectively manage thpedty service providers;

e the impact of fluctuations in currency exchangesat

e our ability to successfully manage any acquisitiohbusinesses, solutions or technologies;
o the effects of natural or man-made catastrophiotsye

e changes in consumer behavior with respect to logsinesses;

o the effectiveness of our internal controls; and

e changes in our tax rates or exposure to additiaxaiabilities.

Because we recognize most of the revenue from alweatising products over the term of an agreememsignificant downturn in our
business may not be immediately reflected in ousukts of operations.

We recognize revenue from sales of our advertipioglucts over the terms of the applicable agreesnevitich are generally three, six or
12 months. As a result, a significant portion &f tevenue we report in each quarter is generabed igreements entered into during previous
guarters. Consequently, a decline in new or reneageeements in any one quarter may not signifigantpact our revenue in that quarter but
will negatively affect our revenue in future quasten addition, we may be unable to adjust ouedixosts in response to reduced revenue.
Accordingly, the effect of significant declinesadvertising sales may not be reflected in our -term results of operation
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We rely on the performance of highly skilled perswel, and if we are unable to attract, retain and tate well-qualified employees, our
business could be harmed.

We believe our success has depended, andaestto depend, on the efforts and talents of myr@yees, including Jeremy Stoppelman,
our Chief Executive Officer, Geoff Donaker, our €hOperating Officer, and our software engineeratketing professionals and advertising
sales staff. Our future success depends on ouincamg ability to attract, develop, motivate anthie highly qualified and skilled employees.
Qualified individuals are in high demand, and weyrmeur significant costs to attract them. In amdit the loss of any of our senior
management or key employees could materially agWeedfect our ability to execute our business pkamd we may not be able to find
adequate replacements. All of our officers and oth&. employees are at-will employees, which méay may terminate their employment
relationship with us at any time, and their knowgeaf our business and industry would be extrerdificult to replace. We cannot ensure t
we will be able to retain the services of any meraloé our senior management or other key employ€es do not succeed in attracting well-
qualified employees or retaining and motivatingséirg employees, our business could be harmed.

Failure to protect or enforce our intellectual praty rights could harm our business and resultsagerations.

We regard the protection of our trade secrets, 1o, trademarks and domain names as criticaltsuccess. In particular, we must
maintain, protect and enhance the “Yelp” brand. Mesue the registration of our domain names, tradksn and service marks in the United
States and in certain jurisdictions abroad. Westid protect our intellectual property rights leyying on federal, state and common law rig
as well as contractual restrictions. We typicaltyes into confidentiality and invention assignmagteements with our employees and
contractors, and confidentiality agreements withipa with whom we conduct business in order tatlecess to, and disclosure and use of,
our proprietary information. However, these contiatarrangements and the other steps we have tak@otect our intellectual property may
not prevent the misappropriation or disclosurewfmroprietary information nor deter independentedepment of similar technologies by
others.

Effective trade secret, copyright, trademark anchaia name protection is expensive to develop andtaia, both in terms of initial and
ongoing registration requirements and expensestendosts of defending our rights. We are seelaryatect our trademarks and domain
names in an increasing number of jurisdictionsiae@ss that is expensive and may not be successfihich we may not pursue in every
location. Litigation may be necessary to enforceiotellectual property rights, protect our respeetrade secrets or determine the validity and
scope of proprietary rights claimed by others. Aitigation of this nature, regardless of outcomerarit, could result in substantial costs and
diversion of management and technical resourcegspfwhich could adversely affect our business apérating results. We may incur
significant costs in enforcing our trademarks agaihose who attempt to imitate our “Yelp” branfdwe fail to maintain, protect and enhance
our intellectual property rights, our business apdrating results may be harmed.

We may be unable to continue to use the domain nartiet we use in our business, or prevent third fi@s from acquiring and using
domain names that infringe on, are similar to, otleerwise decrease the value of our brand or ourdesmarks or service marks.

We have registered domain names for our websitestbaise in our business, such as Yelp.com. Ifoge the ability to use a domain na
whether due to trademark claims, failure to reniesvapplicable registration, or any other causemag be forced to market our products under
a new domain name, which could cause us substéwatied, or to incur significant expense in ordeptwchase rights to the domain name in
question. In addition, our competitors and othenslat attempt to capitalize on our brand recognitgrusing domain names similar to ours.
Domain namesimilar to ours have been registered in the UnBtdes and elsewhere. We may be unable to previeshiparties from acquirir
and using domain names that infringe on, are sirvlaor otherwise decrease the value of our boaralr trademarks or service marks.
Protecting and enforcing our rights in our domaames may require litigation, which could resulsubstantial costs and diversion of
management’s attention.

If our security measures are compromised, or if oplatform is subject to attacks that degrade or gehe ability of users to access o
content, users may curtail or stop use of our ptatf.

Like all online services, our platform is vulneraltb computer viruses, break-ins, phishing attaatempts to overload our servers with
denial-of-service or other attacks and similargisions from unauthorized use of our computer sgsieany of which could lead to
interruptions, delays, or website shutdowns, caykies of critical data or the unauthorized disetesor use of personally identifiable or other
confidential information. If we experience comprses to our security that result in performancevailability problems, the complete
shutdown of our website or the loss or unauthoritiedlosure of confidential information, our usersadvertisers may lose trust and confid¢
in us and decrease their use of our platform qr ging our platform entirely. Because the techesqused to obtain unauthorized access,
disable or degrade service or sabotage systemgetigguently, often are not recognized until ldhettagainst a target and may originate
from less regulated and remote areas around thie waee may be unable to proactively address thedeniques or to implement adequate
preventative measures. In addition, user and bssioener accounts and profile pages could be habijadked, altered or otherwise claimed
or controlled by unauthorized persons. For exampéegnable businesses to create free online bysamesunts and claim the business profile
pages for each of their business locations. Wdyw#rése claims through an automated telephonécation process, which is designed to
confirm that the person setting up the accountfiiaded with the business by confirming that therson has access to the business’s telephon
Our verification system could fail to confirm thtae recipient of the call is an authorized représtére of the business, or mistakenly allow an
unauthorized representative to claim the busingssfile page. Any or all of these issues couldategly impact our ability to attract new
users or could deter current users from returnimgduce the frequency with which consumers anediders use our solutions, cause existing
or potential advertisers to cancel their contractsubject us to thi-party lawsuits, regulatory fines or other actioriability, thereby harming



our results of operations.

We process, store and use personal information atider data, which subjects us to governmental reggidn and other legal obligations
related to privacy. Our actual or perceived failute comply with such obligations could harm our hingss.

We receive, store and process personal informatiahother user data, including credit card inforamator certain users. There are
numerous federal, state and local laws around trdwegarding privacy and the storing, sharing, ygocessing, disclosure and protection of
personal Information and other user data, the sobpéich are changing, subject to differing intextations, and may be inconsistent between
countries or conflict with other rules. We gengraibmply with industry standards and are subjethéterms of our privacy policies and
privacy-related obligations to third parties (indilug, in certain instances, voluntary third-pargytification bodies such as TRUSTe). It is
possible that these obligations may be interpratetapplied in a manner that is inconsistent from jarisdiction to another and may conflict
with other rules or our practices. Any failure @rgeived failure by us to comply with our privaaylipies, our privacy-related obligations to
users or other third parties, or our privacy-reldegal obligations, or any compromise of secutit results in the unauthorized release or
transfer of personally identifiable informationather user data, may result in governmental enfoece actions, litigation or negative public
and could cause our users and advertisers toraseit us, which could have an adverse effectworbosiness. Additionally, if third parties
with whom we work, such as advertisers, vendomeselopers, violate applicable laws or our policggh violations may also put our users’
information at risk and could have an adverse éffecour business.

31




Our business is subject to a variety of U.S. andeign laws, many of which are unsettled and stikbvkloping and which could subject us to
claims or otherwise harm our business.

We are subject to a variety of laws in the Unitéat&s and abroad, including laws regarding daentiemn, privacy, distribution of user-
generated content and consumer protection, thdtegaently evolving and developing. The scope iaterpretation of the laws that are or n
be applicable to us are often uncertain and magobéicting, particularly outside the United StatEsr example, laws relating to the liability
providers of online services for activities of thesers and other third parties are currently b&sted by a number of claims, including actions
based on invasion of privacy and other torts, urdfampetition, copyright and trademark infringementd other theories based on the nature
and content of the materials searched, the adsghast the content provided by users. In additiegulatory authorities around the world are
considering a number of legislative and regulafmgposals concerning data protection and otheremsathat may be applicable to our busir
It is also likely that if our business grows analees and our solutions are used in a greater nuofluntries, we will become subject to
laws and regulations in additional jurisdictiortsisidifficult to predict how existing laws will b&pplied to our business and the new laws to
which we may become subject.

If we are not able to comply with these laws omtagions or if we become liable under these lawsegulations, we could be directly
harmed, and we may be forced to implement new mesasa reduce our exposure to this liability. Timiay require us to expend substantial
resources or to discontinue certain products dufea, which would negatively affect our businéssaddition, the increased attention focused
upon liability issues as a result of lawsuits aggidlative proposals could harm our reputationtbevise impact the growth of our business.
Any costs incurred to prevent or mitigate this pdita liability could also harm our business aneigting results.

Domestic and foreign laws may be interpreted andagned in ways that impose new obligations on ushaiespect to Yelp Deals, which m
harm our business and results of operations.

Our Yelp Deals products may be deemed gift cediéis, store gift cards, general-use prepaid cardther vouchers, or “gift cards”,
subject to, among other laws, the federal Crediti@acountability Responsibility and Disclosure Axdt2009 (“Credit CARD Act of 2009”)
and similar federal, state and foreign laws. Mahthese laws include specific disclosure requiretsi@md prohibitions or limitations on the 1
of expiration dates and the imposition of certa@ad. For example, the Credit CARD Act of 2009 rezpithat gift cards expire no earlier than
five years after their issue. Yelp Deals are cosgatiof two components: (i) the purchase value, wisiche amount paid by the purchaser and
which does not expire, and (ii) the promotionalnealwhich is the remaining value for which the YBlgal can be redeemed during a limited
period, which typically ends one year after theed#ftpurchase. If, contrary to our belief, the Gr&RARD Act of 2009 and similar state laws
were held to apply to the promotional value compord Yelp Deals, consumers would be entitled ttesm the promotional value component
of their Yelp Deals for up to five years after thissue, and we could face liability for redemptjariods that are less than five years. Various
companies that provide deal products similar tes@ue currently defendants in purported class m¢tiavsuits that have been filed in federal
and state court claiming that their deal produogssaibject to the Credit CARD Act of 2009 and vasistate laws governing gift cards and that
the defendants have violated these laws as a i@sedipiration dates and other restrictions theyehglaced on their deals. Similar lawsuits t
been filed in other locations in which we plan &l sur Yelp Deals, such as the Canadian proviricentario, alleging similar violations of
provincial legislation governing gift cards.

The application of various other laws and regufeito our products, and particularly our Yelp Deslsincertain. These include laws and
regulations pertaining to unclaimed and abandomepeasty, partial redemption, refunds, revenue-sigarestrictions on certain trade groups
and professions, sales and other local taxes anskile of alcoholic beverages. For example, althdig the responsibility of merchants to
redeem or refund unexpired Yelp Deals that thegrdfirough our platform, the law might be interpeto require that we redeem or refund
them. Because merchants alone, and not Yelp, aeasition to track the redemption of Yelp Deals,may not be able to comply with such a
requirement without substantial and potentiallytiyoshanges to our infrastructure and businesstiges: In addition, we may become, or be
determined to be, subject to federal, state oidarlaws regulating money transmitters or aimegraventing money laundering or terrorist
financing, including the Bank Secrecy Act, the UBATRIOT Act and other similar future laws or regidas.

If we become subject to claims or are requiredtir aur business practices as a result of cuoehiture laws and regulations, our reve
could decrease, our costs could increase and @iméss could otherwise be harmed. In additiongtists and expenses associated with
defending any actions related to such additionasland regulations and any payments of relatedliiesidines, judgments or settlements
could harm our business.

We may require additional capital to support busgsegrowth, and this capital might not be availalda acceptable terms, if at all.

We intend to continue to make investments to supmarbusiness growth and may require additionadifuto respond to business
challenges, including the need to develop new featand products or enhance our existing seniiggspve our operating infrastructure or
acquire complementary businesses and technoldggesrdingly, we may need to engage in equity ortdi@ancings to secure additional
funds. If we raise additional funds through futisguances of equity or convertible debt securities existing stockholders could suffer
significant dilution, and any new equity securities issue could have rights, preferences and pges superior to those of holders of our C
A common stock. Any debt financing we secure infthtare could involve restrictive covenants relgtio our capital raising activities and
other financial and operational matters, which mmeake it more difficult for us to obtain additior@dpital and to pursue business opportunities,
including potential acquisitions. We may not beeaiol obtain additional financing on terms favorables, if at all. If we are unable to obtain
adequate financing or financing on terms satisfgdim us when we require it, our ability to contntd support our business growth and to
respond to business challenges could be significanpaired, and our business may be harn
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We may acquire other companies or technologies, shhtould divert our management’s attention, resiudtadditional dilution to our
stockholders and otherwise disrupt our operationsdsharm our operating results

Our success will depend, in part, on our abilitgxpand our product offerings and grow our busiiesesponse to changing technologies,
user and advertiser demands and competitive pessdursome circumstances, we may determine to dorsugh the acquisition of
complementary businesses or technologies ratherttinaugh internal development. We do not have ggpee acquiring other businesses and
technologies. The pursuit of potential acquisitioresy divert the attention of management and casge incur expenses in identifying,
investigating and pursuing suitable acquisitionsetier or not they are consummated. Furthermoe Bwe successfully acquire additional
businesses or technologies, we may not be abtgdgriate the acquired personnel, operations amtddagies successfully, or effectively
manage the combined business following the acipiisitVe also may not achieve the anticipated benfbHm the acquired business or
technology. In addition, we may unknowingly inhdiabilities from future acquisitions that arise¢eafthe acquisition and are not adequately
covered by indemnities. Acquisitions could alsaitem dilutive issuances of equity securities log incurrence of debt, which could adversely
affect our results of operations. If an acquiredibess or technology fails to meet our expectations business, results of operations and
financial condition may suffer.

Our business is subject to the risks of earthquaki®s, floods and other natural catastrophic evsrand to interruption by man-made
problems such as computer viruses or terroris

Our systems and operations are vulnerable to dawragéerruption from earthquakes, fires, floodswer losses, telecommunications
failures, terrorist attacks, acts of war, humaomsrbreak-ins and similar events. For examplégrifcant natural disaster, such as an
earthquake, fire or flood, could have a materialessle impact on our business, operating resultinadcial condition, and our insurance
coverage may be insufficient to compensate usoisds that may occur. Our U.S. corporate officesome of the facilities we lease to house
our computer and telecommunications equipmentcaaéd in the San Francisco Bay Area, a region krfowseismic activity. In addition,
acts of terrorism, which may be targeted at mefitgpoareas that have higher population density thaal areas, could cause disruptions in
or our local business advertisers’ businesseseoetionomy as a whole. Our servers may also be nalileeto computer viruses, break-ins and
similar disruptions from unauthorized tamperinghaour computer systems, which could lead to infgfoms, delays, loss of critical data or the
unauthorized disclosure of confidential client d&t&e may not have sufficient protection or recovgligns in certain circumstances, such as
natural disasters affecting the San Francisco B&aAand our business interruption insurance magswdficient to compensate us for losses
that may occur. As we rely heavily on our serveosnputer and communications systems and the Irteym®nduct our business and provide
high quality customer service, such disruptionddomegatively impact our ability to run our busiaesd either directly or indirectly disrupt
our local business advertisers’ businesses, whialdchave an adverse affect on our business, apgnasults and financial condition.

The intended tax benefits of our corporate structuand intercompany arrangements depend on the aggilon of the tax laws of various
jurisdictions and on how we operate our busine

Our corporate structure and intercompany arrangesneiuding the manner in which we develop anel agr intellectual property and the
transfer pricing of our intercompany transactiarg, intended to reduce our worldwide effectivertte. The application of the tax laws of
various jurisdictions, including the United Statwspur international business activities is subjednterpretation and depends on our ability to
operate our business in a manner consistent witlkaporate structure and intercompany arrangem&htstaxing authorities of the
jurisdictions in which we operate may challenge methodologies for valuing developed technologintercompany arrangements, includ
our transfer pricing, or determine that the mannevhich we operate our business does not achkeventended tax consequences, which ¢
increase our worldwide effective tax rate and hatmfinancial position and results of operations.

Our corporate structure includes legal entitieated in jurisdictions with income tax rates loweaut the U.S. statutory tax rate. Our
intercompany arrangements allocate income to sotities in accordance with arm’s-length principéesl commensurate with functions
performed, risks assumed and ownership of valuadrgorate assets. We believe that income taxedriaia foreign jurisdictions at a lower
rate relative to the U.S. statutory rate will havieeneficial impact on our worldwide effective taxe.

Significant judgment is required in evaluating tax positions and determining our provision fordnee taxes. During the ordinary course
of business, there are many transactions and adilwo$ for which the ultimate tax determinatiominertain. For example, our effective tax
rates could be adversely affected by earnings Heimgr than anticipated in countries where we Haweer statutory rates and higher than
anticipated in countries where we have higher giafuates, by changes in foreign currency exchaatgs or by changes in the relevant tax,
accounting and other laws, regulations, principled interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes contlicinterpretations by tax authorities of thesespidtions. It is not uncommon for taxing
authorities in different countries to have conftigtviews, for instance, with respect to, amongeothings, the manner in which the arm’s
length standard is applied for transfer pricinggmses, or with respect to the valuation of intellatproperty. In addition, tax laws are dyna
and subject to change as new laws are passed anititeepretations of the law are issued or appliegarticular, there is uncertainty in
relation to the U.S. tax legislation in terms of flature corporate tax rate but also in terms efuhS. tax consequences of income derived from
income related to intellectual property earned seas in low tax jurisdictions.

Our existing corporate structure and intercompangrgements have been implemented in a manner Wexdés in compliance with
current prevailing tax laws. However, the tax bé@sefhich we intend to eventually derive could melermined if we are unable to adapt the
manner in which we operate our business and dabanging tax laws
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The enactment of legislation implementing changesthe U.S. taxation of international business agties or the adoption of other tax
reform policies could materially impact our finanal condition and results of operations.

The current administration has made public statésnedicating that it has made international tefoma a priority, and key members of t
U.S. Congress have conducted hearings and propesetegislation. Recent changes to U.S. tax lamguding limitations on the ability of
taxpayers to claim and utilize foreign tax creditsl the deferral of certain tax deductions untiheeys outside of the United States are
repatriated to the United States, as well as chatgl.S. tax laws that may be enacted in the éJitould impact the tax treatment of our
foreign earnings. Due to the expanding scale ofit@rnational business activities, any changehlenU.S. taxation of such activities may
increase our worldwide effective tax rate and hatmfinancial condition and results of operations.

Risks Related to Ownership of Our Class A Common 8tk

The dual class structure of our common stock hag téffect of concentrating voting control with thost¢ockholders who held our stock prior
to our initial public offering, including our founcers, directors, executive officers and employeed #reir affiliates, and limiting your ability
to influence corporate matters.

Our Class B common stock has 10 votes per shatdeg@nClass A common stock has one vote per sBaoekholders who hold shares of
Class B common stock, including our founders, dines; executive officers and employees and théiraés, together beneficially own shares
representing approximately 98.5% of the voting po@feour outstanding capital stock as of June 80,22 Consequently, the holders of Clas
common stock collectively will continue to be abbecontrol all matters submitted to our stockhoddfer approval even if their stock holdings
represent less than 50% of the outstanding shams @ommon stock. Because of the 10-to-1 votatgrbetween our Class B and Class A
common stock, the holders of our Class B commockstollectively will continue to control a majorityf the combined voting power of our
common stock even when the shares of Class B constock represent a small minority of all outstaigdéhares of our Class A and Class B
common stock. This concentrated control will lipdétur ability to influence corporate matters for fbeeseeable future, and, as a result, the
market price of our Class A common stock could dheessely affected. Future transfers by holdersla6€B common stock will generally
result in those shares converting to Class A comstock, which will have the effect, over time, n€reasing the relative voting power of th
holders of Class B common stock who retain thearas in the long term, which may include existiagrfders, officers and directors and their
affiliates.

Our share price has been and will likely continue be volatile.

The trading price of our Class A common stock heanband is likely to continue to be, highly vdetind could be subject to wide
fluctuations in response to various factors, sofmeglich are beyond our control. Since shares ofoaunmon stock were sold in our initial
public offering in March 2012 at a price of $15/®€r share through July 31, 2012, our stock priceraaged from $15.22 to $28.09. In addi
to the factors discussed in this “Risk Factors'tisecand elsewhere in this Quarterly Report on Faf¥Q, factors that may cause volatility in
our share price include:

e actual or anticipated fluctuations in our finanaahdition and operating results;

e changes in projected operating and financial result

e actual or anticipated changes in our growth ratgive to our competitors;

e announcements of technological innovations or nfariags by us or our competitors;

e announcements by us or our competitors of sigmifie@quisitions, strategic partnerships, joint vuees$ or capital-raising activities or
commitments;

e additions or departures of key personnel;

e issuance of research or reports by securities atsaly

o fluctuations in the valuation of companies percdilag investors to be comparable to us;

e sales of our Class A or Class B common stock;

e changes in laws or regulations applicable to olutEms;

e share price and volume fluctuations attributablentmnsistent trading volume levels of our shares;

e the expiration of contractual lo-up agreements; ar



e general economic and market conditions.
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Furthermore, the stock markets recently hapergenced extreme price and volume fluctuatiomas llave affected and continue to affect the
market prices of equity securities of many companidese fluctuations often have been unrelatelisproportionate to the operating
performance of those companies. These broad mankkindustry fluctuations, as well as general entinppolitical and market conditions
such as recessions, interest rate changes oratitanal currency fluctuations, may negatively imp&e market price of our Class A common
stock. In the past, companies that have experienclkadility in the market price of their stock halseen subject to securities class action
litigation. We may be the target of this type d¢ifjiation in the future. Securities litigation agstius could result in substantial costs and divert
our management’s attention from other businessarasc which could harm our business.

We do not intend to pay dividends for the foresdediiture, and as a result your ability to achiegereturn on your investment will depend
on appreciation in the price of our Class A commetock.

We have never declared or paid any cash dividendsiocommon stock and do not intend to pay ank dasdends in the foreseeable
future. We anticipate that we will retain all ofrduture earnings for use in the development oflmisiness and for general corporate purposes.
Any determination to pay dividends in the futurdl e at the discretion of our board of directdkscordingly, investors must rely on sales of
their Class A common stock after price appreciatwdnich may never occur, as the only way to reaizg future gains on their investments.

Anti-takeover provisions in our charter documents andder Delaware law could make an acquisition of uora difficult, limit attempts by
our stockholders to replace or remove our currenanagement and limit the market price of our ClasscAmmon stock.

Provisions in our certificate of incorporation amdaws may have the effect of delaying or preveptirchange in control or changes in our
management. Our amended and restated certificateafporation and amended and restated bylawadegbrovisions that:

e authorize our board of directors to issue, withfouther action by the stockholders, up to 10,000,88ares of undesignated preferred
stock;

e require that any action to be taken by our stodéwd be effected at a duly called annual or spewéating and not by written consent;

¢ specify that special meetings of our stockholdars fee called only by our board of directors, thai€bf our board of directors, or our
Chief Executive Officer;

e establish an advance notice procedure for stockhgithbposals to be brought before an annual meetiolyding proposed nominations
of persons for election to our board of directors;

e establish that our board of directors is dividet ithree classes, with directors in each clasdrsgthree-year staggered terms;
e prohibit cumulative voting in the election of diters;

e provide that vacancies on our board of directorg befilled only by a majority of directors thenaffice, even though less than a
quorum;

e require the approval of our board of directorshar holders of a supermajority of our outstandirgref of capital stock to amend our
bylaws and certain provisions of our certificatéraforporation; and

o reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giteray our stockholders to replace or remove otnecti management by making it more
difficult for stockholders to replace members of board of directors, which is responsible for @pping the members of our management. In
addition, because we are incorporated in Delaweeeare governed by the provisions of Section 20B@Delaware General Corporation L
which generally prohibits a Delaware corporatiamirengaging in any of a broad range of businesdwtions with any “interested”
stockholder for a period of three years followihg tlate on which the stockholder became an “intdéstockholder.

If securities or industry analysts do not publiskesearch or reports about our business, or publistgative reports about our business, ¢
share price and trading volume could declir

The trading market for our Class A common stoclsdme extent, depends on the research and repattseacurities or industry analysts
publish about us or our business. We do not hayeantrol over these analysts. If one or more efdhalysts who cover us downgrade our
shares or change their opinion of our shares, lmanesprice would likely decline. If one or moretiése analysts cease coverage of our
company or fail to regularly publish reports onws, could lose visibility in the financial marketshich could cause our share price or trading
volume to decline.

Future sales of our Class A common stock in the fiabmarket could cause our share price to decline.



We have a small public float relative to the tatamber of shares of our Class A and Class B constamk that are issued and outstanding
and a substantial majority of our issued and ontstey shares are currently restricted as a re$gkaurities laws, lock-up agreements or other
contractual restrictions that restrict transfers.
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Sales of a substantial number of shares o€Ctass A common stock in the public market, orgheception that these sales might occur,
could depress the market price of our Class A comstock and could impair our ability to raise capihrough the sale of additional equity
securities. Based on the total number of outstansliares of our common stock as of June 30, 20dhawve 8,222,500 shares of Class A
common stock and 52,967,989 shares of Class B constock outstanding, assuming no exercise of otgtauding options.

Upon completion of the release of the underwritierskup from our IPO, currently expected to ocatelAugust 2012, approximately 53
million shares will be eligible for sale upon theeation of lock-up agreements, subject in sonsesdo volume and other restrictions of Rule
144 and Rule 701 under the Securities Act. Salesilo$tantial amounts of our Class A common sto¢keérpublic market following the release
of the lock-up or otherwise, or the perception thase sales could occur, could cause the market pf our Class A common stock to decline.

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

We are subject to the reporting requirements obtkehange Act, the Sarbanes-Oxley Act, the DodaEKect, the listing requirements of
the New York Stock Exchange and other applicabteisies rules and regulations. Compliance withstheules and regulations has increased
and will continue to increase our legal and finahcompliance costs, make some activities morecditf time-consuming or costly, and
increase demand on our systems and resources.afbar@s-Oxley Act requires, among other things,wleamaintain effective disclosure
controls and procedures and internal control owericial reporting. In order to maintain and, fjuged, improve our disclosure controls and
procedures and internal control over financial répg to meet this standard, significant resoured management oversight may be required.
As a result, management’s attention may be divdrted other business concerns, which could harmbosiness and operating results.
Although we have hired additional employees to cigmagth these requirements, we may need to hireeneanployees in the future, which will
increase our costs and expenses.

In addition, changing laws, regulations and statislaelating to corporate governance and publidaisece are creating uncertainty for
public companies, increasing legal and financiahpliance costs and making some activities more tiovessuming. These laws, regulations
standards are subject to varying interpretationmany cases due to their lack of specificity, asda result, their application in practice may
evolve over time as new guidance is provided bylagry and governing bodies. This could resultantinuing uncertainty regarding
compliance matters and higher costs necessitatetidpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased rg¢aed administrative expenses and a
diversion of management’s time and attention frerenue-generating activities to compliance acésitif our efforts to comply with new
laws, regulations and standards differ from théviigs intended by regulatory or governing bodies to ambiguities related to practice,
regulatory authorities may initiate legal procegdimgainst us and our business may be harmed.

We also expect that being a public company thatiigect to these new rules and regulations will eniaknore expensive for us to obtain
director and officer liability insurance, and weyriee required to accept reduced coverage or indostantially higher costs to obtain covere
These factors could also make it more difficult digrto attract and retain qualified members oftmard of directors and qualified executive
officers.

As a result of becoming a public company, we will bbligated to develop and maintain proper and effee internal controls over financia
reporting. We may not complete our analysis of aaternal controls over financial reporting in a tiraly manner, or these internal controls
may not be determined to be effective, which mayeadely affect investor confidence in our companydaas a result, the value of our Cla
A common stock

We may be required, pursuant to Section 404 oBtdmbanes-Oxley Act, to furnish a report by manageroe, among other things, the
effectiveness of our internal control over finahceporting for the fiscal year ending 2013. This@ssment will need to include disclosure of
any material weaknesses identified by our managemeur internal control over financial reportirgg well as a statement that our auditors
have issued an attestation report on our manag&raasessment of our internal controls. We arbearetarly stages of the costly and
challenging process of compiling the system andgssing documentation necessary to perform theiatiah needed to comply with Section
404. We may not be able to complete our evaluatésting and any required remediation in a timalhfon. During the evaluation and testing
process, if we identify one or more material weases in our internal control over financial repagtiwe will be unable to assert that our
internal controls are effective. If we are unald@ssert that our internal control over financggdorting is effective, or if our auditors are ure
to express an opinion on the effectiveness of m@rial controls, we could lose investor confideimctine accuracy and completeness of our
financial reports, which would cause the price of Glass A common stock to decline.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On March 2, 2012, we closed our IPO, in which we $p172,500 shares of Class A common stock aice po the public of $15.00 per
share. The aggregate offering price for sharesiadlie offering was approximately $122.6 millidrhe offer and sale of all of the shares in the
IPO were registered under the Securities Act puntsicea registration statement on Form S-1 (File 388-178030), which was declared
effective by the SEC on February 16, 2012. Ouraiggoceeds to date as described in the Prospattafave invested the funds received that
have not yet been in registered money market funds.

a) Issuer Purchases of Equity Securitie



None
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ITEM 6. EXHIBITS

Exhibits

3.1

3.2

10.20

10.21+

31.1*

31.2*

32.1*

32.2*

101.INS*

Amended and Restated Certificate of Incorporatiovedp Inc.(1)

Amended and Restated Bylaws of Yelp Inc.(2)

Office Lease, dated May 9, 2012, by and betweenkdtadge 138 New Montgomery LLC and Yelp Inc.(3)
Secondment Agreement between the Company and J&urda, dated April 25, 2012 (4)

Certification of Chief Executive Officer PursuantRule 13a-14(a) of the Securities Exchange Adi9¥4 as Adopted Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer PursuantRule 13at4(a) of the Securities Exchange Act of 1934 aspAeid Pursuant 1
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtid®e906 of the Sarbanes-
Oxley Act of 2002.(5)

Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtid®e906 of the Sarbanes-
Oxley Act of 2002.(5)

XBRL Instance Document(6)

101.SCH’ XBRL Taxonomy Extension Schema Document(6)

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docunt(&)

101.LAB* XBRL Taxonomy Extension Labels Linkbase Document(6)

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doent(6)

101.DEF* XBRL Taxonomy Extension Definition Linkbase Docuni@&

*

(1)

(@)

3)

(4)

()

(6)

Filed herewith

Filed as Exhibit 3.1 to the Company’s Current RéporForm 8-K filed with the Securities and Exchari@pmmission on March 9,
2012 (File No. 00-35444), and incorporated herein by refere:

Filed as Exhibit 3.4 to the Compé's Registration Statement on Fori-1, as amended (File No. ¢-178030), originally filed witt
the Securities and Exchange Commission on Novethibe2011, and incorporated herein by refere

Filed as Exhibit 10.1 to the Company’s Current Répa Form 8-K (File No. 001-35444), filed with tisecurities and Exchange
Commission on May 10, 2012, and incorporated hergireference

Filed as Exhibit 99.1 to the Company’s Current Répa Form 8-K (File No. 001-35444), filed with ti$ecurities and Exchange
Commission, and incorporated herein by refere

This certification accompanies the Forn-Q to which it relates, is not deemed filed with Securities and Exchange Commiss
and is not to be incorporated by reference intofdimg of the Registrant under the Securities AE11933, as amended, or the
Securities Exchange Act of 1934, as amended (whethde before or after the date of the Form 10w@spective of any general
incorporation language contained in such fili

Pursuant to applicable securities laws and reguiatithe Registrant is deemed to have complied twéheporting obligation relatir
to the submission of interactive data files in saghibits and is not subject to liability under aamt-fraud provisions of the feder



securities laws as long as the Registrant has maged faith attempt to comply with the submisgiequirements and promptly
amends the interactive data files after becomingrawhat the interactive data files fail to compigh the submission requirements.
These interactive data files are deemed not fitgghot of a registration statement or prospectupimposes of sections 11 or 12 of
the Securities Act of 1933, as amended, are deawiefiled for purposes of section 18 of the Se@siExchange Act of 1934, as
amended, and otherwise are not subject to liahilitger these sectior
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SIGNATURES

Pursuant to the requirements of the Secuitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

YELP INC.

/s/ Rob Krolik

Rob Krolik
Chief Financial Officer
(Principal Financial Officer and Duly Authorizeddsiatory)

Date: August 3, 2012
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securities laws as long as the Registrant has maged faith attempt to comply with the submisgiequirements and promptly
amends the interactive data files after becomingrawhat the interactive data files fail to compigh the submission requirements.
These interactive data files are deemed not fitgghot of a registration statement or prospectupimposes of sections 11 or 12 of
the Securities Act of 1933, as amended, are deawiefiled for purposes of section 18 of the Se@siExchange Act of 1934, as
amended, and otherwise are not subject to liahilitger these sectior
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Jeremy Stoppelman, certify that:
1. | have reviewed this report on Form 10-Q of Yielp.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or eméitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

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

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaotas designed under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) Designed such internal control over financiglaiting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c¢) Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

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

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

/sl Jeremy Stoppelman
Jeremy Stoppelman
Chief Executive Officer
Date: August 3, 2012




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

[, Rob Krolik, certify that:
1. | have reviewed this report on Form 10-Q of Yielp.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadth respect to the period covered by
this report;

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

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaotas designed under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) Designed such internal control over financiglaiting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c¢) Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

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

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

/s/ Rob Krolik

Rob Krolik

Chief Financial Officer
Date: August 3, 2012




EXHIBIT 32.1

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

In connection with the Quarterly Report onfAd0-Q for the fiscal quarter ended June 30, 20etp Inc. (the “Company”) as filed with
the Securities and Exchange Commission on thetdatof (the “Report”), I, Jeremy Stoppelman, Clirécutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

1. The Report fully complies with the requiremeot$Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

sl Jeremy Stoppelman
Jeremy Stoppelman

Chief Executive Officer
(Principal Executive Officer)
Date: August 3, 2012

This certification accompanies the Form Q@e which it relates, is not deemed filed with Securities and Exchange Commission and is r
be incorporated by reference into any filing of fyétc. under the Securities Act of 1933, as amendethe Securities Exchange Act of 1934,

as amended (whether made before or after the diétte &#orm 10-Q), irrespective of any general ipooation language contained in such
filing.




EXHIBIT 32.2

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

In connection with the Quarterly Report onfAd0-Q for the fiscal quarter ended June 30, 20etp Inc. (the “Company”) as filed with
the Securities and Exchange Commission on thehdatof (the “Report”), I, Rob Krolik, Chief FinamtiOfficer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipntdo Section 906 of the Sarbanes-Oxley Act 6f2@hat:

1. The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/sl Rob Krolik

Rob Krolik

Chief Financial Officer
(Principal Financial Officer)
Date: August 3, 2012




