UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2012
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-35444

YELP INC.
(Exact Name of Registrant as Specified in Its Girart

Delaware 20-185426¢€
(State or Other Jurisdiction (I.R.S. Employe
Incorporation or Organizatiol Identification No.)
706 Mission Streel, San Francisco, C/ 94103
(Address of Principal Executive Office (Zip Code)

(415) 908-3801
(Registrant’s Telephone Number, Including Area Qode

Indicate by check mark whether the registréijthas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastgs. YesX] No O

Indicate by checkmark whether the registrant hasnsttied electronically and posted on its corpok&teb site, if any, every Interactive Di
File required to be submitted and posted pursuaRite 405 of Regulation $-during the preceding 12 months (or for such grdine perioc
that the registrant was required to submit and poash files). YedX] No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller reporting

company. See definition of “large accelerated filesccelerated filer” and “smaller reporting conmgd in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated fileEl Accelerated filerd

Non-accelerated fileix] Smaller reporting compani
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExgje Act). Yedd No

As of October 31, 2012, there were 16,998,750 shafréhe Registrant’s Class A common stock outstandnd 46,301,103 shares of the
Registrar’'s Class B common stock outstandir






Yelp Inc.
FORM 10-Q
Table of Contents

Page
PART |. FINANCIAL INFORMATION ]
Item 1. Financial Statements (Unaudited)
Condensed Consolidated Balance Sheets as of Segnt@mk2012 and December 31, 2011 1
Condensed Consolidated Statements of Operatiortedorhree and Nine Months Ended September 30,
2012 and 2011 2
Condensed Consolidated Statements of Comprehengssfor the Three and Nine Months Ended
September 30, 2012 and 2011 3
Condensed Consolidated Statements of Cash Flowkdddine Months Ended September 30, 2012 and
2011 4
Notes to Condensed Consolidated Financial Statex 6
Item 2. Managemens Discussion and Analysis of Financial Conditiod &esults of Operations 14
ltem 3. Quantitative and Qualitative Disclosures About MzrRisk 23
Item 4. Controls and Procedures 24
PART Il. OTHER INFORMATION
Item 1. Leqgal Proceedings 25
ltem 1A. Risk Factors 25
Item 2. Unregistered Sales of Equity Securities and Uderofeeds 39
Item 3. Defaults Upon Senior Securities 39
Item 4. Mine Safety Disclosures 39
Item 5. Other Information 39
Item 6. Exhibits 40

Signature 41




PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

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

September 30  December 31
2012 2011

Current assets:

Restricted cash 29 —

Prepaid expenses and other current assets 2,861 1,73:
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Accrued liabilities 10,11¢( 7,68t

Total current liabilities 13,57« 12,73(

Common stock, $0.000001 par value—500,0@gdb@res authorized;
62,221,161 and 16,956,409 shares issuedwasthnding at September 30, 2012
and December 31, 2011, respectively

Accumulated other comprehensive income 152 271



See notes to condensed consolidated financiahstaus

1




YELP INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except for per share data)

Net revenue¢
Costs and expenses
Cost of revenue (exclusive of demteon and
amortization shown separately below)
Sales and marketing
Product development
General and administrative
Depreciation and amortization
Total costs and expenses

Loss from operations
Other income (expense), net

Loss before income taxes
Provision for income taxes

Net loss
Accretion of redeemable convertible preferred stock
Net loss attributable to common stockholders (Craasnd B)

Net loss per share attributable to common stocldre
Basic
Diluted

Weighted-average shares used to compute net loshae

attributable to common stockholders (Class A and B)
Basic

Diluted

(Unaudited)

Three Months Ended

Nine Months Ended

September 30, September 30,

2012 2011 2012 2011
$ 3637 $ 2230 $ 9641C $ 58,38(
2,501 1,537 6,92¢ 4,09¢
21,30: 14,89' 60,40« 38,51t
5,75¢ 3,44¢ 14,23( 8,42¢
6,987 4,76¢ 23,67¢ 11,96°
1,78( 1,047 4,802 2,79(
38,32: 25,69: 110,04( 65,79
(1,957 (3,389 (13,630 (7,414
(14) (326) (23 (143
(1,966€) (3,715 (13,659 (7,557
(45) (36) (142 (65)
(2,01 (3,75)) (13,799 (7,627
— 47 (3D (141
$ (201) $ (3,799 $ (13,820 $ (7,769
$ (00 $ (029 % 0.2 $ (059
$ (00 $ (029 $ 0279 $ (0.5
61,26° 15,51: 51,17¢ 15,02(
61,26" 15,51: 51,17¢ 15,02(

See notes to condensed consolidated financiahstates
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YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011

Net loss $ (201 $ (375) $ (13,79H $ (7,62)
Other comprehensive income:

Foreign currency translation adjustments 73 27¢€ (123) 104
Other comprehensive income (loss) 73 27¢ (121) 104
Comprehensive loss $ (193) $ (347H) $ (13919 $ (7,519

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

Nine Months Ended September 30,
2012 2011

Net loss $ 13,79 % (7,627

Depreciation and amortization 4,80: 2,79(

Stock-based compensation 11,62: 3,511

Changes in operating asseatdiahilities:

Prepaid expenses ahdraissets (1,760
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Deferred revenue (829)

Purchases of property, equipment, and softwa (3,489

Change in restricted cash (6,04%) (365)

Proceeds from initial public offering, nétaffering costs 112,25
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21,73¢ 27,07¢

See notes to condensed consolidated financiahstauis
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YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(Unaudited)

Nine Months Ended
September 30,

2012 2011

Cash paid for income taxes, net of refunds $ 80

I .
w
(@]

Purchases of property and equipment recardadcounts payable and accruals $ 77C $ 1,48¢

1

See notes to condensed consolidated financiahstauis
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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”) wasicorporated in Delaware on September 3, 2004. ¥ahmects people with great local
businesses. Our users have contributed millioms\oéws of almost every type of local businessimgj\a voice to consumers and bringing
“word of mouth” online. Businesses, both large anthll, use our platform to engage with consumetlseatritical moment when they are
deciding where to spend their money.

Basis of Presentation

The accompanying condensed consolidated finantzisdraents are unaudited. These unaudited intenmdertsed consolidated financial
statements have been prepared in accordance witluating principles generally accepted in the UhB¢ates of America (“GAAP”) and
applicable rules and regulations of the Securdig$ Exchange Commission (“SEC”) regarding inteiimarficial reporting. Certain information
and note disclosures normally included in the faiainstatements prepared in accordance with GAAR lh@en condensed or omitted pursuan
to such rules and regulations. Accordingly, theserim condensed consolidated financial staten&mdsld be read in conjunction with the
consolidated financial statements contained inGbmpany’s Prospectus filed pursuant to Rule 42d(dler the Securities Act of 1933, as
amended (the “Securities Act”) with the SEC on Me2¢ 2012 (the “Prospectus”). The condensed catesi@ld balance sheet as of December
31, 2011, included herein was derived from the taddionsolidated financial statements as of thi liat does not include all disclosures
required by GAAP, including notes to the finanattements.

The unaudited interim condensed consolidated fiahstatements have been prepared on the samedsatis audited consolidated
financial statements and, in the opinion of managarrinclude all adjustments (consisting primaafynormal recurring adjustments) neces:
for the fair presentation of the interim periodeganted.

Significant Accounting Policies

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

Principles of Consolidation

These condensed consolidated financial statemecitgdie the accounts of the Company and its wholiped subsidiaries. All
intercompany accounts and transactions have beaamated in consolidation.

Use of Estimates

The preparation of the Company's consolidated &izustatements in conformity with GAAP requiresrmagement to make estimates and
assumptions that affect the reported amounts eftsssd liabilities and disclosure of contingersieds and liabilities at the date of the financial
statements and the reported amounts of incomexgehees during the reporting period. These estsratebased on information available as
of the date of the financial statements; therefacéyal results could differ from management's1ests.
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2. FAIR VALUE OF FINANCIAL INSTRUMENTS
The accounting guidance for fair value measgrs prioritizes the inputs used in measuringvalue in the following hierarchy:
Level +-Observable inputs, such as quoted prices in aotakets,
Level 2-Inputs other than the quoted prices in active mtgrkhat are observable either directly, or
Level 3—Unobservable inputs in which there is little ormarket data, which requires the Company to devigdopwn assumptions.

This hierarchy requires the Company to useable market data, when available, and to mirenttie use of unobservable inputs when
determining fair value. On a recurring basis, tlienpany measures its financial assets at fair valoe.Company's investment instruments are
classified within Level 1 of the fair value hierbycbecause they are valued using quoted pricestiveamarkets.

The following table represents the Company's fif@nestruments measured at fair value as of Selpéerd0, 2012 and December 31, 2(
(in thousands):

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

Money market
funds(1) $ 117,25: — — $ 117,250 $ 19,12¢ — — $ 19,12¢

(1) Included in cash and cash equivalents on the caedieconsolidated balance sheets.
3. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as of September 30,&2@lRecember 31, 2011 consist of the followingHiusands):

September 30, 201 December 31, 201

Cash and cash equivalents

Cash $ 583: $ 2,61(C
Money market funds 117,25: 19,12¢
Total cash and cash equivalents $ 123,08: $ 21,73¢

The lease agreements for the Company’s San Frandigw York, and London, England offices require @ompany to maintain letters of
credit issued to the landlords of each facilityeTétters of credit are subject to renewal annualiyl the leases expire. As of September 30,
2012 and December 31, 2011, the Company had lettergdit totaling $6.4 million and $0.4 milliorespectively, related to such leases.

4. PROPERTY, EQUIPMENT, AND SOFTWARE, NET
Property, equipment, and software, net as of Sdpgel0, 2012 and December 31, 2011 consist ofdfterfing (in thousands):

September 30 December 31,

2012 2011

Computer equipment $ 6,60¢ $ 4,51¢
Software 432 38z
Capitalized website and internal-use software dgraknt costs 7,99¢ 5,612
Furniture and fixtures 2,42¢ 1,84z
Leasehold improvements 3,64: 2,702
Telecommunication 1,491 1,18

Total 22,60 16,24+«
Less accumulated depreciation (9,980 (6,369

Property, equipment, and software, net $ 12,620 $ 9,881






Depreciation expense was $1.5 million an® $@illion for the three months ended Septembe28@2 and 2011, respectively, and $4.0
million and $2.3 million for the nine months endgeptember 30, 2012 and 2011, respectively.

5. ACCRUED LIABILITIES

Accrued liabilities as of September 30, 2&b@d December 31, 2011 consist of the followinglfmusands):

September 30, 201 December 31, 201

Accrued vacation and employee related expenses $ 2,731 % 1,90¢
Accrued bonus and commissions 1,61¢ 947
Deferred rent 1,24¢ 1,19¢
Merchant revenue share liability 384 314
Legal settlement accrual 1,37¢ 1,25(
Other accrued expenses 2,75¢ 2,071

Total $ 10,11C $ 7,68t

6. OTHER INCOME (EXPENSE), NET

Other income (expense), net for the threkrane months ended September 30, 2012 and 20Xlstofthe following (in thousands):

Three Months Ended Nine Months Ended
September 30, 2012 September 30, 2011

Interest income $ 1€ $ 2 $ 34 $ 1C
Transaction gain (loss) on foreign exchange (20) (325 (29 (143
Other non-operating income (loss), net (2C) (3) (28) (10

Other income (expense), net $ (149 $ (32 $ (23 $ (149

7. COMMITMENTS AND CONTINGENCIES

Office Facility Leases—The Company leases its office facilities underrafipg lease agreements that expire from 2012-20Ré terms
of the lease agreements provide for rental payn@nes graduated basis. The Company recognizegxpense on a straight-line basis over the
lease period.

Rent expense was $1.1 million and $0.6 amilfior the three months ended September 30, 20d.2@h1, respectively, and $3 million and
$1.7 million for the nine months ended Septembe2802 and 2011, respectively.

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

In February and March 2010, the Company suesl in two putative class actions on behalf ddllbesinesses asserting various causes of
action based on claims that the Company maniputatedatings and reviews on its platform to codocel businesses to buy its advertising
products. These cases were subsequently consdlitieé@d action asserting claims for violation of @alifornia Business & Professions Code,
extortion, and attempted extortion based on thelgonthey allege and seeking monetary relief imaspecified amount and injunctive relief.
In October 2011, the court dismissed this actiath wrejudice. The plaintiffs have appealed to th8.Wourt of Appeals for the Ninth Circuit,
but the appeal has not yet been heard. Due toréhienmary nature of this potential appeal, the @amy is unable to reasonably estimate eithe
the probability of incurring a loss or an estimatadge of such loss, if any, from an appeal.

In March 2011, the Company was sued in éiormon behalf of certain current and former emplesy asserting claims for violations of the
federal Fair Labor Standards Act, the CalifornidodaCode, and the California Business & Professfoode and seeking monetary relief in an
unspecified amount. In September 2011, the Compgrsed to settle this matter for payments in ameggde amount of up to $1.3 million.
The settlement is currently awaiting final courpegval.

Qype GmbH (“Qype”), an indirect wholly-ownsedbsidiary of the Company (see Note 12), is partyvo lawsuits regarding fees payable
for directory data that Qype and its predecessmtased from Deutsche Telekom AG (“Deutsche Tel€kdmtween 2005 and 2008 at a rate
set by the German Federal Network Ager‘FNA”"). Following German court decisions overturning thie et by the FNA, Deutscl



Telekom sued Qype in the Regional Court of Bonagust 26, 2010 for approximately €1.5 million pingerest for additional fees for data
delivered between 2005 and 2008. In August 20ELcturt rejected Deutsche Telekom'’s claim in fall ®eutsche Telekom appealed the
decision to the Higher Regional Court of Colognkijcl referred the appeal to the Higher Regionalr€CiouDiisseldorf in July 2012. The
appeal is expected to be heard in the first haf3df3. In addition, on August 6, 2012, DeutscheRein filed a claim against Qype for
approximately €118,400 plus interest asserting Qyae unjustly enriched as a result of paying aoffigent rate for directory data from 2005
to 2008. A statement of defense was filed on Qypelsalf on October 9, 2012 and the hearing forriaster has been scheduled for Decembe
19, 2012.

Indemnification Agreements—In the ordinary course of business, the Company pnavide indemnifications of varying scope andrer
to customers, vendors, lessors, business parbrasyther parties with respect to certain mattectyding, but not limited to, losses arising out
of breach of such agreements, services to be md\uigt the Company or from intellectual propertyimjement claims made by third parties.
In addition, the Company has entered into inderoatifbn agreements with its directors, executivecefs, and employees that will require the
Company, among other things, to indemnify them regjaiertain liabilities that may arise by reasothefr status or service as directors,
officers and employees.




8. STOCKHOLDERS’ EQUITY (DEFICIT)

Initial Public Offering

In March 2012, the Company completed it8ahpublic offering of its Class A common stockét“IPO”) whereby 8,172,500 shares of
Class A common stock were sold by the Companyysiee of 1,072,500 shares of Class A common stawk the full exercise of the
overallotment option of shares granted to the umdtsrs) and 50,000 shares of Class A common siaale sold by a selling stockholder, The
Yelp Foundation. The public offering price of tHeses sold in the offering was $15.00 per share.ddmpany did not receive any proceeds
from the sales of shares by the selling stockholtlee total gross proceeds from the offering toGleenpany were $122.6 million. After
deducting underwriters’ discounts and commissianbatfering expenses, the aggregate net proceedweel by the Company totaled
approximately $111.4 million. Immediately priorttee 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 resliibviing the IPO, the Company has two
classes of authorized common stock outstandingsSGdacommon stock (one vote per share) and ClagsyBnon stock (ten votes per share).

A
"

The following table presents the shares@itbd and issued and outstanding as of the pepgented (in thousands, except share data

September 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 $ 1,00¢
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 14,531,46 $ 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 15,892,50 — — —
Class B common stock, $0.000001 par value 100,000,00 46,328,65 — — —
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 pliresAmended and Restated 2005 Equity Incentige Rhe “2005 Plan”), the 2011 Equity
Incentive Plan (the “2011 Plan”), and the 2012 Bglrcentive Plan (the “2012 Plan”). In July 20ile Company terminated the 2005 Plan
and provided that no further stock awards werestgianted under the 2005 Plan. All outstandingkssweards under the 2005 Plan will
continue to be governed by their existing termsotJfhe effectiveness of the underwriting agreenrenbnnection with the IPO, all shares tha
were reserved under the 2011 Plan but not issuegl assumed by the 2012 Plan. No further sharedwijiranted pursuant to the 2011 Plan.
All outstanding stock awards under the 2011 Pldhasitinue to be governed by their existing tertdeder the 2012 Plan, the Company has
the ability to issue incentive stock options (“ISPson-statutory stock options (“NSOs”), stock aggiation rights, restricted stock, restricted
stock units (“RSUs”), performance units, and/orfpenance shares. Additionally, the 2012 Plan presitbr the grant of performance cash
awards to employees, directors, and consultants |§B®s and NSOs will be granted at a price pereshar less than the fair value at date of
grant. Options granted to date generally vest afeur-year period with 25% vesting at the endrd gear and the remaining vesting monthly
thereafter. Options granted generally are exertgdalp up to 10 years. Restricted stock awards igdiyevest over a four-year period with 25%
vesting at the end of one year and the remainistingquarterly or annually thereafter.
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Stock Options

A summary of stock option activity for thene months ended September 30, 2012, is as follows:

Options Outstanding

Weighted-
Average
Weighted- Remaining
Number of Share: Average Contractual
Exercise Price Term Aggregate
(in years) Intrinsic Value
Outstanding — December 31, 2011 9,303,98! $ 5.4¢ 7.7¢ $ 55,043,29
Granted 2,003,58 18.4¢
Exercised (1,276,01) 2.21
Canceled (595,209 11.6¢
Outstanding — September 30, 2012 9,436,35: $ 8.2¢ 7871 $ 177,017,117
Options vested and expected to vest as of Septedber 9,290,15. $ 8.1¢ 7.8¢8 $ 175,170,13
2012
Options vested and exercisable as of Septemb&03@, 4,472,66 $ 4.9¢ 7.04 $ 98,916,90

Aggregate intrinsic value represents théedihce between the Company’s closing stock prfié2@.05 on September 28, 2012 and the
exercise price of outstanding, in-the-money optidie total intrinsic value of options exercisedsva@proximately $22.5 million and $3.9
million for the three months ended September 3022hd 2011, respectively, and $25.1 million and $fillion for the nine months ended
September 30, 2012 and 2011, respectively. Thehteigaverage grant date fair value of options gamtas $13.09 and $5.67 for the three
months ended September 30, 2012 and 2011, resplgctind $10.72 and $4.42 for the nine months esdgdember 30, 2012 and 2011,
respectively.

As of September 30, 2012, total unrecognamdpensation cost, adjusted for estimated forfesturelated to unvested stock options was
approximately $30.3 million, which is expected ®recognized over a weighted average time peri@iaff years.

Restricted Stock Awards and Uni

The Company began granting restricted stvekrds (“RSAS”) to its employees in July 2011. lagh 2012, the Company began granting
(RSUs). The cost of the RSAs and RSUs is determiséedy the fair value of the Company’s common stmeckhe date of grant. RSAs and
RSUs generally vest and become exercisable ovaurayéar period with 25% vesting at the end of one yeal the remaining vesting quarte
or annually thereafter. Stock-based compensatiperese is amortized on a straight-line basis owerehuisite service period.

The Company granted 1,250 RSAs and 3,750sR#idng the nine months ended September 30, 28d 2he@ Company granted no RSAs
and no RSUs during the three months ended Septe36b@012. The Company recorded stock-based corapenexpense related to RSAs
and RSUs of approximately $0.1 million and $0.3lionil for the three and nine months ended Septe®®e2012, respectively. As of
September 30, 2012, the Company had approximalelyr$illion of unrecognized stock-based compensatixpense, net of estimated
forfeitures, related to RSA’s and RSU’s which vi# recognized over the remaining weighted averagéng period of approximately 3.58
years.

Employee Stock Purchase Pl:

Concurrent with the effectiveness of theamditing agreement in connection with the IPO oarbh 1, 2012, the Company’s 2012
Employee Stock Purchase Plan (the “ESPP”) becafaetioke. 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 compensatiamject to any plan limitations. The
administrator may approve offerings with duratiofismot more than 27 months, and may specify omaane shorter purchase periods within
each offering. At the end of each offering perieahployees are able to purchase shares at 85% Mfvilee of the fair market value of the
Company’s Class A common stock on the first tradlag of the offering period or on the last dayh# bffering period. There were no
offerings of share purchase rights to employeegutite Company’s ESPP for the nine months endettSdyer 30, 2012.
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Stock-Based Compensation

The following table summarizes the effedtstock-based compensation related to stock-basadda to employees in the condensed
consolidated statements of operations during thiegepresented (in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,
2012 2011 2012 2011
Stock-based compensation effects in loss befokiectaxes:

Cost of revenue $ 27 % 13 % 85 % 33
Sales and marketing 1,152 55¢ 3,171 1,111
Product development 46€ 237 1,00¢ 557
General and administrative 68¢ 651 7,35¢€ 1,81(C
Total stock-based compensation $ 233 $ 146( $ 11,62 $ 3,511

During the three and nine months ended &dmte 30, 2012, the Company recognized $0 and $Blibmrespectively, of stock-based
compensation related to the acceleration of vestfrajock options held by two executive officerkated to the completion of the IPO included
in general and administrative expense. The Compapitalized stock-based compensation as websitela@went costs of $72,000 and
$28,000 in the three months ended September 3@, &0d 2011, respectively, and $209,000 and $82100@: nine months ended September
30, 2012 and 2011, respectively.

9. NET LOSS PER SHARE

Basic and diluted net income (loss) peraladiributable to common stockholders is preseimednformity with the “two-class method”
required for participating securities. Immediatpfjor to the consummation of the IPO in March 20dIPputstanding shares of preferred stock
and common stock were converted to Class B comimai.sAs a result, Class A and Class B common stwekhe only outstanding equity in
the Company. The rights of the holders of Class\é @lass B common stock are identical, except vagipect 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 ten votes per share. Sh
of Class B common stock may be converted into Cdassmmon stock at any time at the option of tleelsholder, and are automatically
converted upon sale or transfer to Class A comntaekssubject to certain limited exceptions.

The Company’'s weighted-average unvestedestsubject to repurchase and settlement in shaoegronon stock upon vesting have the
non-forfeitable right to receive dividends on am&doasis with common stock and therefore are densd participating securities that must be
included in the calculation of net income (loss) gigare using the two-class method in all presepégidds.

The following table presents the calculatdtvasic and diluted net loss per share (in thodsaexcept per share data):

Three Months Ended September 30,

2012 2011
Class A Class B

Net loss $ (34F) $ (1666 $ (3,75)
Add: accretion of redeemable convertible prefestedk — — (47)
Net loss attributable to common stockholc $ (34F) $ (1,666 $ (3,799
Basic shares:

Weighted-average common shares outstanding 10,50( 50,76 15,51
Diluted shares:

Weighted-average shares used to computedihet loss per share 10,50( 50,76 15,51
Net loss per share attributable to common stocldrsl

Basic $ (0.09 $ (0.0% $ (029

Diluted $ (0.09 $ (0.02 $ (029

Nine Months Ended September 30,



2012 2011
Class A Class B

Add: accretion of redeemable convertible prefestedk (4) (27 (241

Weighted-average common shares outstanding 7,157 44,01¢ 15,02(

Weighted-average shares used to computedihet loss per share 7,151 44,01¢ 15,02(

Basic $ 027 $ (0279 $ (052




The following share-based instruments werdueled from the calculation of diluted net inco(tass) per share because their effect woulc
have been anti-dilutive for the periods presenitedhpusands):

Three Months Ended September 3(  Nine Months Ended September 3(

2012 2011 2012 2011
Stock options 9,436 9,714 9,436 9,714
Restricted stock units 4 — 4 —
Restricted stock awards 130 150 130 150

10. INCOME TAXES

The Company is subject to income tax inlinéed States as well as other tax jurisdictions/lich it conducts business. Earnings from
non-U.S. activities are subject to local country incaiame The Company does not provide for federal inedaxes on the undistributed earn
of its foreign subsidiaries as such earnings afeteinvested indefinitely.

The Company recorded an income tax proviefdh 045 million and $.036 million for the threeomhs ended September 30, 2012 and
2011, respectively, related to foreign income teaed state minimum taxes and $.142 million and % ®8lion for the nine months ended
September 30, 2012 and 2011, respectively. Thegpyimifference between the effective tax rate &edféderal statutory tax rate in the United
States relates to the valuation allowances on tiregany’s net operating losses, foreign tax rateifhces, and non-deductible stock-based
compensation expense. As of September 30, 201Zdhwany had a nominal amount of total unrecogniardenefits and related interest
and penalties .

11. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segmeriie ttmponents of the Company in which separatadiahinformation is available that is
evaluated regularly by the Company's chief opegatiecision maker in deciding how to allocate resesirand in assessing performance. The
chief operating decision maker for the Companyé@hief Executive Officer. The Chief Executive ioéF reviews financial information
presented on a consolidated basis, accompaniatfdiyriation about revenue by product line and gealgiaregion for purposes of allocating
resources and evaluating financial performance.

The Company has one business activity aeicbthre no segment managers who are held accoaifdaloperations, operating results or
plans for levels or components below the consaidiainit level. Accordingly, the Company has deteedithat it has a single operating and
reporting segment.

The following tables present the Compangtsravenue by product line and long-lived assetgdmgraphic region for the periods
presented:

Net revenue (in thousands

Three Months Ended Nine Months Ended

September 30, September 30,

2012 2011 2012 2011

Net revenue by product lin

Local advertising $ 28,48: $ 15,74¢ $ 75,21 $ 40,32
Brand advertising 5,88¢ 4,59¢ 15,58: 12,65!
Other services 2,00( 1,95 5,61% 5,40z
Total net revenue $ 3637 $ 2230: $ 96,41( $ 58,38(

During the three and nine months ended &dmpte 30, 2012 and 2011, a substantial majorithefGompany's net revenue was generated
in the United States. No individual customer ac¢edrior 10% or more of consolidated net revenuetferthree and nine months ended
September 30, 2012 and 2011.
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Long-Lived Assets (in thousands)

September 30, 201  December 31, 201

United States $ 12,72 $ 11,67¢
All other countries 711 54
Total long-lived assets $ 13,43: % 11,72¢

12. SUBSEQUENT EVENTS

On October 23, 2012, the Company and Yelp Irelatad, la wholly-owned subsidiary of the Company (‘Y &leland”), entered into a share
purchase agreement (the “Purchase Agreement”) aotr$o which Yelp Ireland acquired all of the oatsting equity interests of Qype, a
Germany-based company centered around connectirtayioters with local businesses through user-gemeretéews. The total purchase price
was approximately $47.5 million, consisting of appmately €18.6 million (approximately $24.2 mili@t the time of closing) in cash and
968,919 shares of the Company’s Class A commolrk stith an estimated fair value of approximately $@iillion. The Purchase Agreement
provides that the cash portion of the purchaseepwidl be subject to postlosing adjustments based on net working capitad dcquisition wil
be recorded in the Company’s fourth quarter an®3@hr-end financial statements.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The followingliscussion and analysis of our financial conditaord results of operations should be read in conjimmowith our condense
consolidated financial statements and related nafgsearing elsewhere in this Quarterly Report omnr¥d0-Q and our Prospectus filed
pursuant to Rule 424(b) under the Securities AG93H3, as amended (t‘Securities Act”) with the Securities and Exchar@emmission (the
“SEC”) on March 2, 2012 (the “Prospectus”).

Forward Looking Information

This Quarterly Report on Form 10-Q contains forwimaking statements that involve risks and uncetiegn as well as assumptions tha
they never materialize or prove incorrect, couldsgaour results to differ materially from those re@gsed 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] 8ection 21E of the Securities Exchange Act 841@as amended (the “Exchange Act”).
Forward-looking statements are often identifiedhmsy use of words such as, but not limited to, ‘@péte,” “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 laigkEsssumptions of our management base
on information currently available to managemenctSforward-looking statements are subject to rigksertainties, 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, batrast limited to, those identified below, and
those discussed in the section titled “Risk Fattimduded under Part I, Item 1A below. Furtherrapsuch forward-looking statements speak
only as of the date of this report. Except as neglby law, we undertake no obligation to updatefanward-looking statements to reflect
events or circumstances after the date of suchrstatts.

Company Overview

Yelp connects people with great local businesseas.uSers have contributed a total of approximad@ly8 million reviews of almost every
type of local business, from restaurants, boutigaed salons to dentists, mechanics, plumberspaond. These reviews are written by people
using Yelp to share their everyday local businegegences, giving voice to consumers and bringmgrd of mouth” online. The information
these reviews provide is valuable for consumersharsihesses alike. Approximately 83.5 million ur@qusitors used our website, on a
monthly average basis, and our mobile applicatias wsed on approximately 8.2 million unique mobéeices, on a monthly average basis,
during the quarter ended September 30, 2012, aocpral Google Analytics, a product from Google,.Itiat provides digital marketing
intelligence. Businesses, both small and large pus@latform to engage with consumers at thecaiitnoment when they are deciding where
to spend their money. Our business revolves arthneg key constituencies: the contributors whoewrgviews, the consumers who read themnr
and the local businesses that they describe.

As of September 30, 2012, we are active in 53 Yigdpkets in the United States and 43 Yelp markeégsnationally. This footprint
represents a portion of the potential domesticiatenational markets that we are currently targgefor expansion. Our domestic expansion
plans include growth in our existing markets adaglexpansion into new markets, many of whichsamaller than our current markets, as we
look to expand our breadth of coverage.

On October 23, 2012, we and Yelp Ireland Ltd., wholly-owned subsidiary (“Yelp Ireland”gntered into a share purchase agreemen
“Purchase Agreement”) with Qype GmbH, a Germanyeta®mpany centered around connecting consumedrdogil businesses through
user-generated reviews, (“Qype”), and its sharedrslgursuant to which Yelp Ireland acquired allabiestanding equity interests in Qype for
€18.6 million (approximately $24.2 million at thenie of closing) in cash and 968,919 shares of cas<CA common stock with an estimated
fair value of approximately $23.3 million. The teattion closed upon the execution of the Purchaseefnent and Qype became our indirect
wholly-owned subsidiary. We expect the additiorQype to increase our revenue by approximately $8@0and increase our operating
expense by approximately $2.0 million in the fougtlarter of 2012. We also expect to incur one-tifmarges in the fourth quarter of 2012 of
approximately $1.0 million for restructuring andnisactiorrelated expenses associated with the acquisitieb®lleve the acquisition of Qy
will accelerate the expansion of our internatidioakprint as its largest markets — Germany andthiged Kingdom — are key markets for us,
and together we will have a substantially incregsedence in these markets. In addition, Qype gesvus with content and traffic in strategic
markets, such as Brazil and Turkey, where we havéoyexpand organically. We have not yet madesaingtantive effort to monetize the
international markets we have developed organicaily have not generated significant revenue frdarnational markets to date.

During the remainder of 2012, we expect to contittuivest for long-term growth and begin the imgimn of Qype. As we continue to
see growth in our key metrics we expect to contitauavest heavily in our sales and marketing é§féo grow domestically and internationally
and in product development to expand our platfoynmbovating and introducing new products to oubsite and mobile applications. As of
September 30, 2012, we had 1,214 employees, whpresented an increase of 42% compared to Sept@&hp2011. As a result of our
investment philosophy and our recent acquisitio@gpe, we do not expect to be profitable on a ge®ierally accepted accounting principles
(“GAAP”) basis in fiscal year 2012.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with GAAP. The preparation of thesesolidated financial statements
requires us to make estimates and assumptionaffeat the reported amounts of assets, liabilitiegenue, expenses, and related disclosures
We evaluate our estimates and assumptions on aingnbasis. Our estimates are based on historgedreence and various other assumpti



that we believe to be reasonable under the ciramast. Our actual results could differ from thesarates.

We believe that the assumptions and estimatesiasstevith revenue recognition, website and inteusa software development costs,
income taxes and stock-based compensation haygehtest potential impact on our consolidated frerstatements. Therefore, we consider
these to be our critical accounting policies artdredes.

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

We regularly review a number of metrics liiing the following key metrics, to evaluate oursmess, 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 filteredtat had been removed from our platform. In additmthe text of the review, each
review includes a rating of one to five stars. \Weude filtered and removed reviews because dhei 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 tectowt continually reassesses which reviews to fiiesed on new information, the
“filtered” or “unfiltered” status of reviews may change over time. Reviewsatebeing filtered or have been removed do nmbfanto
a business’s overall star rating. By clicking &lon a reviewed business’s page on our websites esa access the filtered reviews for
the business, as well as the star rating and atf@mation about reviews that we removed for viioia of our terms of service. As of
September 30, 2012, approximately 23.4 millioneaid were available on business profile pages, appetely 7.4 million reviews
were being filtered and approximately 2.5 milli@views had been removed from our platform, eitlyensbfor violation of our terms of
service or by the users who contributed them.

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

September 30,
2012 2011
(in thousands)
Reviews 33,25¢  22,39(

e Unique VisitorsUnique visitors represent the average number ofthiprinique visitors over a given three-month périd/e define
monthly unique visitors as the total number of ueigisitors who have visited our website at leastedin 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 webgsing either a computer or
mobile browser, as measured by Google Analyticsgqumvisitors do not include visitors who accessatform through our mobile
app. For the quarter ended September 30, 2012nobile app was used on approximately 8.2 milliolgua mobile devices on a
monthly average basis. Because the number of uwigiters is based on visitors with unique cookas,ndividual who accesses our
website from multiple devices with different coakiwill be counted as multiple unique visitors, amdltiple individuals who access our
website from a shared device with a single cookieb& counted as a single unique visitor.

The following table presents the number of unigis#tars (average monthly number) during the peripgssented:

Three Months Ended
September 30,

2012 2011
(in thousands)
Unique Visitors 83,53 61,10

e Claimed Local Business Locatioishe number of claimed local business locationsesgmts the cumulative number of business
locations that have been claimed on Yelp worldvgithee 2008, as of a given date. We define a clailmeal 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 cumuéatlaimed local business locations as of the pgeresented:

September 30,

2012 2011
(in thousands)
Claimed Local Business Locations 88¢ 52¢

e Active Local Business Account$ie number of active local business accounts repteshe number of active local business accounts
from which we recognized revenue in a given thresim period. We treat business accounts that Heveame payment and/or user
information as a single business account.
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The following table presents the number of actoaal business accounts from which we recognizeemas in the given periods presented

Three Months Ended
September 30,
2012 2011
(in thousands)
Active Local Business Accounts 36 19

e Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measuretth@ calculate as net income (loss), adjusted ¢tude:
provision (benefit) for income taxes; other incof@gpense), net; interest income; depreciation amortization; and stock-based
compensation. We believe that adjusted EBITDA pesiuseful information to investors in understagdind evaluating our operating
results in the same manner as our management and bbdirectors. This non-GAAP information is m&cessarily comparable to non-
GAAP information of other companies. Non-GAAP infation should not be viewed as a substitute fosuperior to, net income
(loss) prepared in accordance with GAAP as a measfupur profitability or liquidity. Users of thignancial information should
consider the types of events and transactions fictwadjustments have been made. The followingrécanciliation of adjusted
EBITDA to net income (loss) below for the perioddicated.

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Reconciliation of Adjusted EBITDA: (in thousands)

Net loss $ (201) $ (B75) $ (13,79H $ (7,629
Provision for income taxes 45 36 14z 65
Other income (expense), net 14 32¢ 23 143
Depreciation and amortization 1,78( 1,045 4,80z 2,79(
Stock-based compensation 2,33¢ 1,46( 11,62: 3,511
Adjusted EBITDA $ 2162 $ 882 $ 2,79 $ (1,119

Adjusted EBITDA

To provide investors with additional infortizen regarding our financial results, we have dised in the table above and elsewhere in this
Quarterly Report on Form 10-Q adjusted EBITDA, a48AAP financial measure. We have provided recortailiaabove of adjusted EBITC
to net loss, the most directly comparable GAAPritrial measure.

We have included adjusted EBITDA in this @edy Report on Form 10-Q because it is a key memgsed by our management and boar
of directors to understand and evaluate our coegadimg performance and trends, to prepare andeapmur annual budget and to develop
short- and long-term operational plans. In particuthe exclusion of certain expenses in calcujadidjusted EBITDA can provide a useful
measure for period-to-period comparisons of oue drsiness. Accordingly, we believe that adjustBirBA provides useful information in
understanding and evaluating our operating regulise same manner as our management and boaekoffods.

Adjusted EBITDA has limitations as an analgt tool, and you should not consider it in isaator as a substitute for analysis of our
results as reported under GAAP. Some of thesedtrits are:

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

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

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

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

e other companies, including companies in our ingustray calculate adjusted EBITDA differently, whigduces its usefulness as a
comparative measure.

Because of these limitations, you shouldsaer adjusted EBITDA alongside other financialfpenance measures, including various ¢



flow metrics, net income (loss) and our other GA®BuUItS.
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Results of Operations

The following tables set forth our resultoperations for the periods presented as a pexgerdf net revenue for those periods (certain
items may not total due to rounding). The periogh¢oiod comparison of financial results is not reseeily indicative of future results.

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Consolidated Statements of Operations Data:
Net revenue by produc
Local advertising 78% 71% 78% 69%
Brand advertising 16 21 16 22
Other services 6 8 6 9
Total net revenue 10C% 10C% 10C% 10C%
Costs and expenses:
Cost of revenue (exclusive of depreciatiod a
amortization shown separately below) 7% 7% 7% 7%
Sales and marketing 59 67 63 66
Product development 16 16 15 14
General and administrative 19 21 25 21
Depreciation and amortization 5 5 5 5
Total costs and expenses 10€ 11€ 114 11z
Loss from operations (6) (16) (14 (13
Other income (expense), net — QD — —
Loss before income taxes (6) ) (14) (13
Provision for income taxes — — — —
Net loss (6)% A7% (14)% (13)%

Net Revenue

We generate revenue from local advertidimgnd advertising, and other services, includingpY¥eals and partner arrangements. The
following provides a description of our revenuepsgduct.

Local Advertising We generate revenue from local advertising pmograncluding enhanced profile pages and performamcl
impression-based advertising in search resultsstsmivhere on our website.

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

Other ServicesWe generate other revenue through the sale of Wells, monetization of remnant advertising inventbrough third-
party ad networks, various partner arrangemendse@lto reservations, and the sale of third-paftycgrtificates. Yelp Deals allow merchants
to promote themselves and offer discounted goodsarvices on a redilme basis to consumers directly on our websiterantile app and vi
email. In the last year, we have focused on Yelpl®displayed on our website and mobile app tcetargent-driven consumers who are
searching for a specific product or service onmlatform. We have seen an increase in revenue ¥felp Deals based on this approach and
expect that trend to continue as we develop Yelgl®that focus on direct fulfillment and scale sarvice offerings. Accordingly, we have
deemphasized and expect to continue to deemphésipeDeals that are emailed to our users in fa¥ofadp Deals that are displayed on our
website and mobile app. We do not expect this debasis to have a material impact on our finanaaldition or growth. We earn a fee on
Yelp Deals for acting as an agent in these trai@sagtwhich we record on a net basis and includeetrrevenue upon a consumer's purchase
the deal. We also generate a small portion of ewemue through revenue-sharing arrangements withgracompanies to sell remnant
advertising, effect transactions through our platfoand access our conte
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Three Months Ended % Nine Months Ended %

September 30, Change September 30, Change
2012 2011 2012 2011
(% in thousands) ($ in thousands)
Net revenue by produc
Local advertising $ 2848 $ 15,74¢ 8% $ 7521+ $ 40,32 8%
Brand advertising 5,88¢ 4,59¢ 28 15,58 12,65 23
Other services 2,00( 1,957 2 5,61 5,40z 4
Total netrevenue $ 36,370 $ 22,30 6300 $ 96,41( $ 58,38 65%

Total net revenue increased $14.1 million6&¥, in the three months ended September 30, 20h#pared to the three months ended
September 30, 2011. Our local advertising revenaeased $12.7 million, or 81%, primarily due ignificant increase in the number of
customers purchasing local advertising plans asypanded our sales force to reach more local bsséise Our brand advertising revenue
increased $1.3 million, or 28%, primarily due toiacrease in the average spend per brand advedtisen primarily by increased advertising
impressions per brand advertiser. In addition,asber services revenue was flat, primarily duertangrease in revenue from the sale of Yelp
Deals and remnant advertising inventory and froateddoartnership arrangements, offset by a deciedke emphasis of email deals.

Total net revenue increased $38.0 million, or 68%he nine months ended September 30, 2012, cadparthe nine months ended
September 30, 2011. Our local advertising revenaeased $34.9 million, or 87%, primarily due ignificant increase in the number of
customers purchasing local advertising plans asypanded our sales force to reach more local bsséise Our brand advertising revenue
increased $2.9 million, or 23%, primarily due toiacrease in the average spend per brand advedtisen primarily by increased advertising
impressions per brand advertiser. In addition,ather services revenue increased $0.2 million %6y grimarily due to an increase in revenue
from the sale of Yelp Deals and remnant advertigiwgntory and from added partnership arrangemeatsially offset by a decrease in the
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 teanage@lto operating our website and mobile app, dlsasereative design for brand advertising
and video production expenses. We currently expesitof revenue to increase on an absolute badiseamain relatively flat as a percentage o
revenue in the near term as, consistent with otestment philosophy, we continue to expand datéeceapacity and headcount associated
with supporting our website and mobile app.

Three Months Ended % Nine Months Ended %
September 30, Change September 30, Change
2012 2011 2012 2011
($ in thousands) (% in thousands)
Cost of revenue $ 2,501 $ 1,531 63% $ 6,92¢ $ 4,09¢ 69%
Percentage of net revenue 7% 7% 7% 7%

In the three months ended September 30, 2012p€ostenue increased $1.0 million, or 63%, compaodtie three months ended
September 30, 2011. This increase was primaritibatable to an increase of $0.4 million in outsidesting and internet service fees, which
necessary to support the increase in visitors tan@bsite and transactions completed on our welsitddition, expenses related to video
shows for local customers increased by $0.1 milliod expenses related to creative design for badmdrtising customers, increased $0.2
million. Merchant fees related to credit card tast®ns for local advertising also increased $0illian, and we added personnel to support ou
website infrastructure resulting in an increas8®f million.

In the nine months ended September 30, 2012, €osvenue increased $2.8 million, or 69%, compaeettie nine months ended
September 30, 2011. This increase was primaritibatable to an increase of $1.2 million in outsidesting and internet service fees. In
addition, expenses related to video shows for loaatomers increased by $0.5 million and experelated to creative design for brand
advertising customers, increased $0.4 million. Mart fees related to credit card transactionsdcalladvertising also increased $0.3 million,
and we added personnel to support our websitesiméreture resulting in an increase of $0.2 million.

Sales and Marketing

Our sales and marketing expenses primarily con$isalaries, benefits, stock-based compensatiaretiexpense, and incentive
compensation for our sales and marketing employeesidition, sales and marketing expenses indweéness acquisition marketir



community management, branding, and advertisintscas well as allocated facilities and other sutapg overhead costs. We incur minimal
sales and marketing expense to acquire trafficitoa@bsite or mobile app. Our community managezs@sponsible for growing and fostering
local communities and coordinating events to raisareness of our brand. We expect our sales ankktimay costs, including community
management costs, to increase as we continue tmexpto new domestic and international marketsvaittin existing markets.
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Three Months Ended % Nine Months Ended %

September 30, Change September 30, Change
2012 2011 2012 2011
(% in thousands) (% in thousands)
Sales and marketing $ 21,30: $ 14,89 43% $ 60,40¢ $ 38,51 57%
Percentage of net revenue 5% 67% 63% 66%

In the three months ended September 30, 221€s and marketing expenses increased $6.4 midlio#3%, compared to the three months
ended September 30, 2011. The increase was pynadtributable to an increase in headcount ande@lexpenses of $5.8 million, including
increase in stock-based compensation of $0.6 mililed an increase in commission expense of $0lbmiks we expanded our sales
organization to take advantage of the market oppdst created by increased recognition of the valueur platform and increased use of our
free online business accounts. In addition, we eepeed an increase in facilities and related alions of $1.0 million and a decrease in
domestic and international marketing and advedisiosts of $0.3 million. For the three months enfledtember 30, 2012, we spent $2.9
million related to our international sales and nedirlg operations compared to $1.7 million for theee months ended September 30, 2011.

In the nine months ended September 30, 2012, aatesarketing expenses increased $21.9 millioB7&6, compared to the nine months
ended September 30, 2011. The increase was pynadtriibutable to an increase in headcount ande®@lexpenses of $18.5 million, including
an increase in stock-based compensation of $2libménd an increase in commission expense of @libn, as we expanded our sales
organization to take advantage of the market oppdxt created by increased recognition of the valueur platform and increased use of our
free online business accounts. In addition, we gepeed an increase in facilities and related alions of $2.6 million and domestic and
international marketing and advertising costs ofi$illion. For the nine months ended Septembef28@2, we spent $8.1 million related to
our international sales and marketing operatiomspared to $3.8 million for the nine months endept&maber 30, 2011.

Product Developmer

Our product development expenses primarily comdistlaries, benefits, and stock-based compensttiayur engineers, product
management, and information technology personneldtition, product development expenses includsiadeiservices and consulting,
allocated facilities, and other supporting overheasts. We believe that continued investment itufes, software development tools, and cod
modification is important to attaining our strakegbjectives, and, as such, we expect product dpment expense to increase on an absolute
basis but not necessarily increase as a perceafag revenue in the near term, consistent withimeestment philosophy.

Three Months Ended % Nine Months Ended %
September 30, Change September 30, Change
2012 2011 2012 2011
($ in thousands) (% in thousands)
Product development $ 5,75: $ 3,44« 67% $ 14,23( $ 8,42« 69%
Percentage of net revenue 16% 16% 15% 11%

In the three months ended September 30, 2012, prdéwelopment expenses increased $2.3 millio7686, compared to the three mon
ended September 30, 2011. The increase was pnynadtriibutable to an increase in headcount ande@laxpenses of $2.1 million, including
increase in stock-based compensation of $0.2 mjlks we continued to invest in adding featuresfanctionality to our website and mobile
app. In addition, we experienced an increase iilittas and related allocations of $0.1 million.

In the nine months ended September 30, 2012, pradwelopment expenses increased $5.8 million9&6,6compared to the nine months
ended September 30, 2011. The increase was pynadtributable to an increase in headcount ande@lexpenses of $5.1 million, including
increase in stock-based compensation of $0.5 mjlks we continued to invest in adding featuresfanctionality to our website and mobile
app. In addition, we experienced an increase iilittas and related allocations of $0.3 million.dtly, we invested in the growth of the busin
through the use of outside consultants which couted to an increase of $0.3 million.

General and Administrative

Our general and administrative expenses primadihsist of salaries, benefits, and stdidsed compensation for our executive, finance
operations, legal, human resources, and other aginaitive employees. In addition, general and adsthittive 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 ineeean an absolute basis but not necessarily ire@saa percentage of net revenue in the ne:
term, as we continue to expand our business annl additional expenses associated with being aiguhtaded company.
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Three Months Ended % Nine Months Ended %

September 30, Change September 30, Change
2012 2011 2012 2011
($ in thousands) (% in thousands)
General and administrative $ 6,981 $ 4,76¢ 4% $ 23,67¢ $ 11,96 98%
Percentage of net revenue 18% 21% 25% 21%

In the three months ended September 30, 2012, gjearedt administrative expenses increased $2.2omjlér 47%, compared to the three
months ended September 30, 2011. The increasenmaarily attributable to an increase in headcountt eelated expenses of $0.8 million.
Additionally, we supported the growth of the busiméhrough the use of outside consultants, whidtribmited to the increase by $0.4 million,
and had an increase in legal expenses of $0.5omilli

In the nine months ended September 30, 2012, daarataadministrative expenses increased $11.7amjlibr 98%, compared to the nine
months ended September 30, 2011. The increasenmaarily attributable to an increase in headcountt eelated expenses of $8.2 million,
including an increase in stock-based compensatiparese of $5.5 million related primarily to the elezation of vesting of stock options held
by two executives in connection with the completidrour initial public offering (“IPQO”). Additiondy, we invested in the growth of the
business through the use of outside consultantsfvdontributed to the increase by $1.3 milliond e increase in bad debt expense of $0.8
million, an increase in legal expense of $0.5 wmilland an increase in facilities and related atlona of $0.2 million.

Depreciation and Amortizatiot

Depreciation and amortization expenses primarilystst of depreciation on computer equipment, safwigasehold improvements,
capitalized website, and internal-use software bgveent costs and amortization of purchased intdegi We expect that depreciation and
amortization expenses will increase on an absblasés as we continue to expand our technologystrirature and will remain relatively flat
a percentage of revenue in the near term.

Three Months Ended % Nine Months Ended %
September 30, Change September 30, Change
2012 2011 2012 2011
($ in thousands) (% in thousands)
Depreciation and amortization $ 1,78( $ 1,047 70% $ 4,80: $ 2,79 2%
Percentage of net revenue 5% 5% 5% 5%

In the three months ended September 30, 2R eciation and amortization expense increasetirillion, or 70%, compared to the three
months ended September 30, 2011. The increasenmaarity the result of our investments in expandmg technology infrastructure and
capital assets. Our technology infrastructure coat® increased in order to support the growthein products and features for the desktop,
mobile and mobile application as well to suppoe ithcreased demand on our website due to contigtaeth in user traffic. In addition,
capital assets have increased in order to suppaddount across the organization. Depreciatioreamattization related to our fixed assets anc
capitalized website and internal use software dgreknt costs increased $0.4 million and $0.2 mmiJli@spectively, year over year.

In the nine months ended September 30, 2012, dafigtand amortization expense increased $2.0amjlbr 72%, compared to the nine
months ended September 30, 2011. The increasenmaarity the result of our investments in expandmg technology infrastructure and
capital assets. Our technology infrastructure coat® increased in order to support the growthein products and features for the desktop,
mobile and mobile application as well to suppoe ithcreased demand on our website due to contigiaeth in user traffic. Depreciation and
amortization related to our fixed assets and chgetsh website and internal use software developroests increased $1.1 million and $0.6
million, respectively, year over year.

Other Income (Expense), Net

Other income (expense), net consists primarihhefihterest income earned on our cash and cashadepiis and foreign exchange gains
and losses.
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Three Months Ended Nine Months Ended

September 30, September 30,

2012 2011 2012 2011

(in thousands) (in thousands)
Interest income $ 16 $ 2 % 34 % 10
Transaction gain (loss) on foreign exchange (20 (325) (29 (143
Other non-operating income (loss), net (10 (3) (28) (10
Other income (expense), net $ (149 $ (3200 $ (239 & (149

In the three months ended September 30, 2012, mib@me (expense), net increased $0.3 million capbto the three months ended
September 30, 2011. The decrease was largely doiyerfavorable change in foreign currency exchaatgs, primarily the exchange rate

between the US dollar and the Euro, which conteatub larger transaction losses on foreign exchangfee three months ended September 3
2011 compared to September 30, 2012.

In the nine months ended September 30, 2012, atbeme (expense), net decreased $0.1 million coeabtar the nine months ended
September 30, 2011. The decrease was largely doiyerfavorable change in foreign currency exchaatgs, primarily the exchange rate

between the US dollar and the Euro, which conteatub transaction losses on foreign exchange ithtlee months ended September 30, 201
compared to September 30, 2012.
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Provision for Income Taxe:!

Provision for income taxes consists of income tamexrtain foreign jurisdictions and state minimtares. The primary difference betw:
the effective tax rate and the federal statutoxyrgée in the United States relates to the valnagibwances on our net operating losses, foreig
tax rate differences, and non-deductible stock-thasenpensation expense. As of September 30, 204 Bad a nominal amount of total
unrecognized tax benefits and related interestpamdlties .

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands) (in thousands)
Provision for taxes $ 45 3 3 $ 14z % 65

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

Nine Months Ended September 30,
2012 2011
(in thousands)

Condensed Consolidated Statements of Cash Flows Rat

Purchases of property, equipment, and software $ (348) $ (2,76)
Depreciation and amortization 4,80z 2,79(
Cash flows used in operating activities (1,72¢) (29¢)
Cash flows used in investing activities (11,86¢) (4,739
Cash flows provided by financing activities 115,08: 1,02¢

As of September 30, 2012, we had cash and cashadepis of $123.1 million. Cash and cash equivalentsist of cash and money mai
accounts. Cash held internationally as of Septe8®e2012 was immaterial. We did not have any stesrh or long-term investments.
Additionally, we do not have any outstanding bawénls or credit facilities in place. To date, weédhbeen able to finance our operations and
our recent acquisition of Qype through proceedsfstock sales, including our IPO in 2012, and lesaer extent from the exercise of
employee stock options. Immediately after the agitjan of Qype, we paid off their existing debtifag of approximately $1.3 million. We
also expect to incur one-time charges associatdtthis acquisition of approximately $1.0 millioorfrestructuring and transaction-related
expenses in the fourth quarter of 2012. We belihaeour existing cash and cash equivalents, tegstith any cash generated from operati
will be sufficient to meet our working capital reqgments and anticipated purchases of propertyegoéoment for at least the next twelve
months. However, we may require additional fundsepond to business challenges, including the teeddvelop new features and products
or enhance our existing services, improve our dpgranfrastructure or acquire complementary busées and technologies, and, accordingly,
we may need to engage in equity or debt finandiogecure additional funds.

Amounts deposited with third party financial ingtibns exceed the Federal Deposit Insurance Cdiporand Securities Investor
Protection Corporation, insurance limits, as agllle. These cash and cash equivalent investmeults lse impacted if the underlying financ
institutions fail or are subjected to other adverseditions in the financial markets. To date weehaxperienced no loss or lack of access t
cash and cash equivalents; however, we can promassurances that access to our cash and cashleqgts will not be impacted by adverse
conditions in the financial markets.

Operating Activities

We used $1.7 million of cash in operating actigtie the nine months ended September 30, 2012aphlmesulting from our net loss of
$13.8 million, offset by non-cash depreciation antbrtization of $4.8 million and non-cash stockdzhsompensation of $11.6 million. In
addition, operating assets and liabilities charme#4.6 million, primarily due to the timing of panents to vendors and an increase in accoun
receivable as a result of increased billings dutirgnine months ended September 30, 2012.

We used $0.3 million of cash in operating actigtie the nine months ended September 30, 2011aphmesulting from our net loss of
$7.6 million, offset by non-cash depreciation antbéization of $2.8 million and non-cash stock-ltheempensation of $3.5 million. In
addition, operating assets and liabilities charge®1.0 million, primarily due to the timing of pagnts to vendors and an increase in billings.
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Investing Activities

Our primary investing activities have consisteghofchases of equipment to support the build oatuofdata centers; the purchase of
technology hardware to support our growth in headtoand software to support website developmeehsite operations, and our corporate
infrastructure. Purchases of property and equipmment vary from period to period due to the timirfdgte expansion of our operations and
website and internal-use software and development.

We used $11.9 million of cash in investing actastduring the nine months ended September 30, Z¥kh used in investing activities
primarily related to an increase in restricted cafs$6.0 million in connection with new leases axed during the nine month period, purchi
of property, equipment, and software of $3.5 millio support our growth in the business, and exjpamrd related to website development of
$2.3 million. We expect to continue to invest ioperty and equipment and development of softwaréh®remainder of 2012 and thereafter.

We used $4.8 million of cash in investing activdtia the nine months ended September 30, 2011. @shin investing activities primari
related to expenditures for property and equipneé®2.8 million to support our growth in headcoantl expenditures for website developn
of $1.6 million.

Financing Activities

During the nine months ended September 30, 2012¢eeved $112.3 million in proceeds from our IP@t of $10.3 million in offering
expenses, including underwriter commission andadists associated with the transaction. With theeption of the IPO, our recent financing
activities have consisted primarily of net procefedm the issuance of common stock related to ¥eeotse of stock options.

Our primary financing activities for the nine mosittnded September, 30 2011 consisted of procemmistiie issuance of common stock of
$1.0 million related to the exercise of stock opsio

Off- Balance Sheet Arrangements
We did not have any off-balance sheet arrangenie811 or the first nine months of 2012.
Contractual Obligations

We lease our facilities in San Francisco, Califarmnder operating leases which expire in 2013. &sled other facilities around the world,
the longest of which expires in 2021.

We do not have any debt or material capital leddigations, and all of our property, equipment, aoftware have been purchased with
cash. We have no material long-term purchase diiggoutstanding with any vendors or third part@ar future minimum payments under
non-cancelable operating leases for equipment Hiua dacilities are as follows as of September 301.2:

Payments Due by Period

Less Than More Than
Total 1 Year 1-3Years 3-5Years 5 Years
(in thousands)
Operating lease obligations $ 69,61 $ 7,12¢ $ 2099 $ 16,53: $ 24,95t

The contractual commitment amounts in the tablevalawe associated with agreements that we believerdorceable and legally binding.
Obligations under contracts that we can cancelauitla significant penalty are not included in thil¢ above.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

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

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

The primary objective of our investment ad¢tes is to preserve principal while maximizing ino® without significantly increasing risk.
Because our cash and cash equivalents have aebjathort maturity, our portfolio's fair valuernslatively insensitive to interest rate chang



During the nine months ending September 30, 20&Xjetermined that the nominal difference in basiatp for investing our cash and cash
equivalents in longer-term investments did not aatria 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 aottygtical 10% increase in interest rates as
of September 30, 2012 would have an immaterial ahpa our investment portfolio.
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Foreign Currency Exchange Risk

We have foreign currency risks related to our rereeaind operating expenses denominated in curreoitiesthan the U.S. dollar,
principally the British pound sterling and the Eufdie volatility of exchange rates depends on nfantors that we cannot forecast with
reliable accuracy. Although we have experiencedvaiticcontinue to experience fluctuations in out mecome (loss) as a result of transaction
gains (losses) related to revaluing certain casdmbas, trade accounts receivable balances arrdantpany balances that are denominated in
currencies other than the U.S. dollar, we beliehgothetical 10% strengthening/(weakening) oflth8. dollar against the British pound
sterling, either alone or in combination with a bghetical 10% strengthening/(weakening) of the d@lar against the Euro would not have a
material impact on our results of operations. nelrent our foreign sales and expenses increasepetating results may be more greatly
affected by fluctuations in the exchange rateqiefdurrencies in which we do business. At this timeedo not, but we may in the future, enter
into derivatives or other financial instrumentsaimattempt to hedge our foreign currency exchaisgelt is difficult to predict the impact
hedging activities would have on our results ofrafiens.

Inflation Risk

We do not believe that inflation has had a mateffEct on our business, financial condition, aulées of operations. If our costs were to
become subject to significant inflationary pressumee may not be able to fully offset such highasts through price increases. Our inability o
failure to do so could harm our business, finanoiaidition, and results of operations.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cligécutive Officer and our Chief Financial Officexaluated the effectiveness of our
disclosure controls and procedures as of Septe8ihed012. The term “disclosure controls and prooesilias defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act, means controls amer grocedures of a company that are designedstoreithat information required to
disclosed by a company in the reports that it filesubmits under the Exchange Act is recorded;ge®ed, summarized, and reported, within
the time periods specified in the SEC's rules amthk. Disclosure controls and procedures includtiowt limitation, controls and procedures
designed to ensure that information required tdibelosed by a company in the reports that it fdlesubmits under the Exchange Act is
accumulated and communicated to the company’s neaneugt, including its principal executive and prpatifinancial officers, as appropriate
to allow timely decisions regarding required discice. Based on the evaluation of our disclosurérelsnand procedures as of September 30,
2012, our Chief Executive Officer and Chief Fina®fficer concluded that, as of such date, oucld&ire controls and procedures were
effective at the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control ovearfcial reporting identified in connection with tinealuation required by Rule 13a-15(d)
and 15d-15(d) of the Exchange Act that occurredhduhe period covered by this Quarterly ReporfFonm 10-Q that has materially affected,
or is reasonably likely to materially affect, onternal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive @ifiand Chief Financial Officer, believes that oisctbsure controls and procedures
internal control over financial reporting are desd to provide reasonable assurance of achieveigdhbjectives and are effective at the
reasonable assurance level. However, our managetnestnot expect that our disclosure controls andgulures or our internal control over
financial reporting will prevent all errors and fthud. A control system, no matter how well conediand operated, can provide only
reasonable, not absolute, assurance that the nfeiedf the control system are met. Further, trgégieof a control system must reflect the fact
that there are resource constraints, and the heméftontrols must be considered relative to thests. Because of the inherent limitations i
control systems, no evaluation of controls can ®absolute assurance that all control issuesrestances of fraud, if any, have been
detected. These inherent limitations include ttadities that judgments in decision making can hatyaand that breakdowns can occur bec
of a simple error or mistake. Additionally, con@an be circumvented by the individual acts of s@ersons, by collusion of two or more
people or by management override of the contrdig. design of any system of controls also is basgauit upon certain assumptions about the
likelihood of future events, and there can be rsuemce that any design will succeed in achiewmgtated goals under all potential future
conditions; over time, controls may become inadegjbacause of changes in conditions, or the degreempliance with policies or
procedures may deteriorate. Because of the inh&ngitations in a cost-effective control systemsstatements due to error or fraud may occu
and not be detected.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

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

In March 2011, the Company was sued in an actiobebralf of certain current and former employeesHissg claims for violations of the
federal Fair Labor Standards Act, the Californib@aCode and the California Business & Professtoode and seeking monetary relief in an
unspecified amount. In September 2011, the Compgrsed to settle this matter for payments in ameggge amount of up to $1.3 million.
The settlement is currently awaiting final courpegval.

Qype, an indirect wholly-owned subsidiary of then@aany, is party to two lawsuits regarding fees pég/éor directory data that Qype and
its predecessor purchased from Deutsche Telekonf‘B&utsche Telekom”) between 2005 and 2008 at@asat by the German Federal
Network Agency “FNA"). Following German court decisions overturgithe rate set by the FNA, Deutsche Telekom sugze@ythe
Regional Court of Bonn on August 26, 2010 for apprately €1.5 million plus interest for additiorfaks for data delivered between 2005 anq
2008. In August 2011, the court rejected Deutsalekbm’s claim in full and Deutsche Telekom appedhe decision to the Higher Regional
Court of Cologne, which referred the appeal toHigher Regional Court in Disseldorf in July 2012eTappeal is expected to be heard in the
first half of 2013. In addition, on August 6, 20I2utsche Telekom filed a claim against Qype f@rapimately €118,400 plus interest
asserting Qype was unjustly enriched as a resylaping an insufficient rate for directory datarfr@005 to 2008. A statement of defense was
filed on Qype’s behalf on October 9, 2012 and tharimg for this matter has been scheduled for Deeerh9, 2012.

The Company is subject to legal proceedings arisirtge ordinary course of business. Although #sailts of litigation and claims cannot
be predicted with certainty, we currently belielattthe final outcome of these matters will notdhavnaterial adverse effect on the Company
business, financial position, results of operationsash flows.

ITEM 1A. RISK FACTORS

Our operations and financial results are subjeghtious risks and uncertainties, including thossadibed below, which could adversely
affect our business, financial condition, resuftegerations, cash flows, and the trading pricewfClass A common stock. You should
carefully consider the risks and uncertainties dbed below before making an investment decisiadifional risks not presently known to us
or that we currently believe are immaterial may agnificantly 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 affdlis short operating history makes it
difficult to assess our future prospects. You stiaansider 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 conterdwrplatform, and our revenue;
e continue to earn and preserve a reputation forigioy meaningful and reliable reviews of local mesises;
o effectively monetize our mobile app as usage caesrto migrate toward mobile devices;

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

e successfully compete with existing and future pdevs of other forms of offline and online adveriggi

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

e successfully expand our business in new and egistiarkets, both domestic and international;



e successfully develop and deploy new features andyats;

e avoid interruptions or disruptions in our servicestower than expected load times;
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e develop a scalable, high-performance technologwa#tifucture 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 qgttesonnel;
o effectively manage rapid growth in our sales fopersonnel 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, oL
business will be harmed. We may not be able toessfally address these risks and difficulties biedd, including those described elsewhe!
these risk factors. Failure to adequately addiessetrisks and difficulties could harm our busireess 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 recentvgforate will likely not be sustainable
and a failure to maintain an adequate growth ratelMadversely affect our results of operations abdsiness.

Since our inception, we have incurred significaueérmating losses, and, as of September 30, 201Bad/@n accumulated deficit of
approximately $55.1 million. Although our revenudesse grown rapidly, increasing from $12.1 million2008, to $83.3 million in 2011, we
expect that our revenue growth rate will declinghie future as a result of a variety of factors|uding the maturation of our business and the
gradual decline in the number of major geographackets, especially within the United States, tochihive have not already expanded, and
should not rely on the revenue growth of any pgigarterly or annual period as an indication of foture performance. We also expect our
costs to increase in future periods as we contio@xpend substantial financial 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 accgnéxpenses related to being a public company.

These investments may not result in increased t@vengrowth in our business. If we are unable &intain adequate revenue growth and
to manage our expenses, we may continue to inguoifisiant losses in the future and may not be &dkchieve or maintain profitability.

We rely on traffic to our website from search engilike Google, Bing and Yahoo!, some of which offeroducts and services that compete
directly with our solutions. If our website failotrank prominently in unpaid search results, traffito our website could decline and our
business would be adversely affected.

Our success depends in part on our ability tocittrsers through unpaid Internet search resultseanch engines like Google, Bing and
Yahoo!. The number of users we attract to our vieligdm search engines is due in large part to Aoswwhere our website ranks in unpaid
search results. These rankings can be affectedhoynder of factors, many of which are not in ouedi control, and they may change
frequently. For example, a search engine may chasganking algorithms, methodologies or desigmlas. As a result, links to our website
may not be prominent enough to drive traffic to mabsite, and we may not know how or otherwisenbe position to influence the results. In
some instances, search engine companies may ctissgerankings in order to promote their own coimpggtroducts or services or the
products or services of one or more of our compestitOur website has experienced fluctuations anckeresult rankings in the past, and we
anticipate fluctuations in the future. Any reduatio the number of users directed to our websitéccadversely impact our business and re
of operations.

Google in particular is the most significant soun€éraffic to our website accounting for more theaaif of the visits to our website from
Internet searches during the three and nine mamttied September 30, 2012. Our success depends ahility to maintain a prominent
presence in search results for queries regardireg lusinesses on Google. Google has removedtlinésr website from portions of its web
search product and has promoted its own competimdugts, including Google’s local products, indesarch results. Given the large volume o
traffic to our website and the importance of thacpiment and display of results of a user’s seaiotilar actions in the future could have a
substantial negative effect on our business andtsesf operations.
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If we fail to generate and maintain sufficient highuality content from our users, we will be unaliie provide consumers with th
information they are looking for, which could negiately impact our traffic and revenue.

Our success depends on our ability to provide amess with the information they seek, which in tdepends on the quantity and quality
the content provided by our users. For examplemnag 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 submittédr example, our ability to provide high
quality content may be harmed as consumers inergigsiontribute content through our mobile webaitel mobile app because desktop
contributions tend to be longer than content cbatad through mobile devices. Similarly, we mayubable to provide consumers with the
information they seek if our users are unwillingctintribute content because of concerns that theylm harassed or sued by the businesses
they review, instances of which have occurred englast and may occur again in the future. In amlditive may not be able to provide users th
information they seek if the information on ourtfidam is not up-to-date. We do not phase out oraesrdated reviews, and consumers may
view older reviews as less relevant, helpful olatge. If our platform does not provide currentirhation about local businesses or users
perceive reviews on our platform as less relevantbrand and our business could be harmed.

If we are unable to provide consumers with therimi@tion they seek, or if they can find equivalemitent 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 oufgia and our business could be harmed.

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

Our user traffic could be adversely affected if uamers perceive the utility of our platform to beited to finding businesses in the
restaurant and shopping categories, which togeitmunted for approximately 44% of the businedsaishave been reviewed on our platform
and 61% of our cumulative reviews through Septer8Be2012. We believe that this concentration efews is primarily due to the frequency
with which individuals visit specific businessesemgage in certain activities versus others. Famgte, an individual may eat at a restaurant
three times in one week or go shopping once a waékhe same individual is unlikely to visit a rhaaic, get a haircut or use a home or local
service with the same frequency. However, if tighldoncentration of reviews in the restaurant dmpping categories generates a perceptiol
that our platform is primarily limited to these egories, traffic may decline and advertising cusitsimay be less likely to perceive value frorm
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 filterteohthat we believe may be offensive, biased, liaile or otherwise unhelpful, we
cannot guarantee that our efforts will be effectivadequate. In addition, some consumers and éssis have expressed concern that our
technology inappropriately filters legitimate rew® which may cause them to stop or reduce theiofisur platform or our advertising
solutions. If the performance of our filter proveadequate or ineffective, our reputation and bnaag be harmed, users may stop using our
products and our business and results of operationsl be adversely affected.

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

We have developed a strong brand that we beliesedtributed significantly to the success of ausibess. Maintaining, protecting and
enhancing the “Yelp” brand is critical to expandimgr base of users and advertisers and increasinfyequency with which they use our
solutions, and will depend largely on our abililyrhaintain consumer trust in our solutions andhindquality and integrity of the user content
and other information found on our website and reofypp, 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 reyiphatos and other content contributed by our ConitpiManagers or other employe
are influenced by our advertising relationshipamr otherwise biased. Although we take steps tegntethis from occurring by, for example,
displaying an “ambassador” badge on the accouffii@mages for each of our Community Managers iifi@ng 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 maint@nsumer trust. As a result, our brand and ouinkas could be harmed.

Our trademarks are an important element of ourcbrdfe have faced in the past, and may face inuted, oppositions from third parties
to our applications to register key trademarksoieign jurisdictions in which we expect to expamal presence. If we are unsuccessful in
defending against these oppositions, our trademgpkications may be denied. Whether or not ouretnzatk registration applications are
denied, third parties may claim that our trademanrfinge 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 businessnfired 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 custsereice, could diminish confidence



in and the use of our products. The media has @usiy reported allegations that we manipulate eurews, rankings and ratings in favor of
our advertisers and against non-advertisers. lardoddemonstrate that our filtering process appliea nondiscriminatory manner to both
advertisers and non-advertisers, we have maditetefl reviews accessible on our platform. We halge allowed businesses to publicly
comment on negative reviews so that they can peathidir response. Nevertheless, our reputatiorbeanttl, the traffic to our website and
mobile app and our business may suffer if negativgicity about our company persists or if useteotvise perceive that content on our
website and mobile app is manipulated or biaseddtition, our website and mobile app serve astigu for expression by our users, and
third parties or the public at large may attribilite political or other sentiments expressed bysuserour 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 nine months ended Septedih@012, substantially all of our revenue was getiee by the sale of advertising products.
Our ability to grow our business depends on ouitgho maintain and expand our advertiser basedd@so, we must convince prospective
advertisers of the benefits of our products, initilgdhose 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 expegtdorisignificant additional costs for the
foreseeable future. We may face greater challeag®ge continue to expand our advertiser base imésses outside the restaurant and
shopping categories, which together accountedgpraximately 44% of the businesses that have bedawed on our platform and 61% of
our cumulative reviews through September 30, 283%gecially if these businesses believe that consupggceive the utility of our platform to
be limited to finding businesses in the restausatt shopping categories. We must also convincéirgiand prospective advertisers alike that
our advertising products work to their benefit. Mani these businesses are more accustomed to msirgytraditional methods of advertising,
such as newspapers or print yellow pages direstdfiailure to maintain and expand the advertisse lsauld harm our business.

Our advertisers do not typically have long-termigdtions to purchase our products. In additionyehe heavily on advertising spend by
small and mediunsized local businesses, which have historicallyeelmced high failure rates and often have liméddertising budgets. As
result, we may experience attrition in our adverssn the ordinary course of business resultingnfseveral factors, including losses to
competitors, lower priced competitors, perceptithrad our advertising solutions are unnecessargeffactive, declining advertising budgets,
closures and bankruptcies. We must continuallyresld advertisers both to replace advertisers whos#oot to renew their advertising or
who go out of business, or otherwise fail to fulfileir advertising contracts with us, and to g business. Our advertisers’ decisions to
renew depend on a number of factors, includingitgree of satisfaction with our products and thbility to continue their operations and
spending levels. The ratings and reviews that lessies receive from our users may also affect asivgyidecisions by current and prospective
advertisers. For instance, favorable ratings anigiwes, on the one hand, could be perceived as tihgithe need to advertise, and unfavorable
ratings and reviews, on the other, could discoutaggnesses from advertising to an audience thesepee as hostile or cause them to form a
negative opinion of our products and user basewtiuld discourage them from doing business withfumur advertisers increase their rates
of non-renewal or if we experience significant aiger attrition or contract breach, or if we areble to attract new advertisers in numbers
greater than the number of advertisers that we mseclient base will decrease and our businé@sanéial condition and results of operations
would be harmed.

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

We intend to expand our operations into new marketth domestically and abroad. We may incur lossegherwise 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 significanto@ses 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 pastcto significant expenses and face various
other challenges, such as expanding our sales ém@#eommunity management personnel to cover thesemarkets. Our current and any
future expansion plans will require significantoesces and management attention. Furthermore, weedleeady entered many of the largest
markets in the United States and further expanisi@maller markets may not yield similar resultsostain our growth.

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

We have started to expand our operations intemaltip We expect to expand our international openatsignificantly by accessing new
markets abroad and expanding our offerings in ragliages. Our platform is now available in Engdisll several other languages. However,
we may have difficulty modifying our technology aoohtent for use in non-English-speaking markef®stering new communities in non-
English-speaking markets. We recently acquired Qgmecelerate the expansion of our internatiooaddrint, primarily in Europe and Brazil,
but can make no assurance that we will be sucdardfitegrating Qype with our businesses or innglkadvantage of Qype’s presence in thes
international markets. Our ability to manage owsibess and conduct our operations internationatiyires considerable management atter
and resources, and is subject to the particuldfertgees of supporting a rapidly growing businesarirenvironment of multiple languages,
cultures, customs, legal systems, alternative tiéspystems, regulatory systems and commercialsinfretures. Furthermore, in most
international markets, we would not be the firdra@mt, and our competitors may be better positichad we are to succeed. Expanding
internationally may subject us to risks that weeéhaither not faced before or increase our expdsuiieks that we currently face, including
risks associated with:

e recruiting and retaining qualified, multi-linguahgloyees, including sales personnel;
e integrating businesses we may acquire internatipriatluding Qype;
e increased competition from local websites and guated potential preferences by local populationsofcal providers;

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

e providing solutions in different languages for di#nt cultures, which may require that we modify snlutions and features to ensure
that they are culturally relevant in different ctnies;

o the enforceability of our intellectual propertyhig;



e credit risk and higher levels of payment fraud;
e compliance with anti-bribery laws, including congpice with the Foreign Corrupt Practices Act andih€ Bribery Act;

e currency exchange rate fluctuations;
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e foreign exchange controls that might prevent umfrepatriating cash earned outside the United State
e political and economic instability in some coundrie

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

e higher costs of doing business internationally.

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

The number of people who access informatimutincal businesses through mobile devices, inotydmartphones and handheld tablets o
computers, has increased dramatically in the pastybars and is expected to increase. Because wetawirrently deliver advertising on our
mobile app, we have not materially monetized oubitecapp to date. As a result, we may not be abfgeherate 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 develfgefe mobile advertising solutions that
are compelling to them. Similarly, we may be unablattract new advertisers unless we develop @ffemobile advertising solutions. At the
same time, it is important that any mobile advertjsolutions that we develop do not adverselycafeir 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 basdf, our solutions are not widely adopted or msufficiently profitable, our business may
suffer.

Additionally, as new mobile devices and platformes 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 resoucctie creation, support, and maintenance
of such products. In addition, if we experiencdiclifities in the future in integrating our mobilppminto mobile devices or if problems arise
with our relationships with providers of mobile ogting systems or mobile application download stpseich as those of Apple, Inc. or Goo
if our applications receive unfavorable treatmearhpared to the promotion and placement of competppications, such as the order of our
products in the Apple AppStore, or if we face irased costs to distribute our mobile app, our fugmosvth and our results of operations could
suffer.

We expect to face increased competition in the nerk

The market for information regarding local busiressand advertising is intensely competitive anddtgghanging. With the emergence of
new technologies and market entrants, competitidikely to intensify in the future. Our competisanclude, among others, offline media
companies and service providers; newspaper, téeaviand other media companies, Internet searcinesgsuch as Google, Bing and Yahoo!;
and various other online service providers. Our petitors may enjoy competitive advantages, sudreater name recognition, longer
operating histories, substantially greater markate, large existing user bases and substantiabter financial, technical and other resources
These companies may use these advantages to adthrgbs similar to ours at a lower price, develdfecent products to compete with our
current solutions and respond more quickly andcéffely than we do to new or changing opportunjtteshnologies, standards or client
requirements. In particular, major Internet compansuch as Google, Facebook, Yahoo! and Microsa§tbe more successful than us in
developing and marketing online advertising offgsimirectly to local businesses and many of ouegtbers and potential advertisers may
choose to purchase online advertising services frmse competitors and may reduce their purchdsas @roducts. In addition, many of our
current and potential competitors have establishatketing relationships with and access to lar§ientbases. As the market for local online
advertising increases, new competitors, businestela@nd solutions are likely to emerge. We alsopmte with these companies for the
attention of contributors and consumers, and ma@geance decreases in both if our competitors affere compelling environments. For al
these reasons, we may be unable to maintain or rewumber of people who use our website and mealpp and the number of businesses
that use our advertising solutions and we may faessure to reduce the price of our advertisingt&nls, 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 iafmation for their own benefit

From time to time, other companies copy informafimm our platform, through website scraping, reébot other means, and publish or
aggregate it with other information for their owanefit. For example, in parts of 2010 and 2011, gkocorporated 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 Septemberl20@Lr Chief Executive Officer testified before HeS. Senate Committee on the Judici
Subcommittee on Antitrust, Competition Policy ansh€umer Rights regarding Google’s practices inrdagmrd. 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 @anfrom our platform, it makes them more competitand decreases the likelihood that
consumers will visit our website or use our mobi to find the information they seek, which conddyatively affect our business, result:



operations and financial condition. We may not bie #o detect such third-party conduct in a timmelgnner and, even if we could, we may not
be able to prevent it. In some cases, particulartie case of websites operating outside of thigedrStates, our available remedies may be

inadequate to protect us against such practicexddition, we may be required to expend signifidarencial or other resources to successfully
enforce our rights.
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The impact of worldwide economic conditions, inciad the resulting effect on advertising spending lmgal businesses, may adversely
affect our business, operating results and finant@ndition.

Our performance is subject to worldwide ecoiroronditions and their impact on levels of adwenty spend by small and medium-sized
businesses, which may be disproportionately aftebieeconomic downturns. To the extent that theecureconomic slowdown continues, or
worldwide economic conditions materially deteriesadur existing and potential advertising clientsymo longer consider investment in our
advertising solutions a necessity, or may elecétluce advertising budgets. Historically, econodwenturns have resulted in overall
reductions in advertising spending. In particueeb-based advertising solutions may be viewed bhyesof our existing and potential
advertising clients as a lower priority and couddise advertisers to reduce the amounts they speadwvertising, terminate their use of our
solutions or default on their payment obligatiomsi$. In addition, economic conditions may advegrgapact levels of consumer spending,
which could adversely impact the numbers of congamisiting our website and mobile app. Consumecipases of discretionary items
generally decline during recessionary periods dahdrgeriods in which disposable income is advgrafiected. If spending at many of the
local businesses reviewed on our website or melpiedeclines, businesses may be less likely t@usadvertising products, which could h
a material adverse effect on our financial conditamd results of operations.

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

We face potential liability and expense for ledairos relating to the information that we publishaur website and mobile app, including
claims for defamation, libel, negligence and coglytior 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 oursus#e expect claims like these to
continue, and potentially increase in proportiothi® amount of content on our platform. These ctadwuld divert management time and
attention away from our business and result iniB@@mt costs to investigate and defend, regardbé$lse merits of the claims. In some
instances, we may elect or be compelled to remow&at or may be forced to pay substantial dam#ges are unsuccessful in our efforts to
defend against these claims. If we elect or arepedied to remove valuable content from our websitmobile app, our platform may become
less useful to consumers and our traffic may declivhich could have a negative impact on our bssirgad financial performance.

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

Our business, including our ability to operate ardand internationally, could be adversely affedtéelislation or regulations are adopt
interpreted or implemented in a manner that isris&ient with our current business practices aatirfuires changes to these practices or tf
design of our platform, products or features. B@meple, if legislation is passed that limits theriomities afforded to websites that publish
user-generated content, we may be compelled tovemantent from our platform that we would otheevmiblish, restrict the types of
businesses that our users can review or furthdfiywae identity of our users, among other chan@asilarly, legislation could be passed that
limits our ability to use or store information ab@ur users. The Federal Trade Commission (“FTG8amly expects companies like ours to
comply with guidelines issued under the Federati@r@ommission Act that govern the collection, useé storage of consumer information,
establishing principles relating to notice, consantess and data integrity and security. Our jpescare designed to comply with these
guidelines as described in our published privadicpoFor example, we disclose that we collectrrgeof information about our users, such a:
their names, email addresses, search historieadivity on our platform. We also use and storéhsnéormation primarily to personalize the
experience on our platform, provide customer supgaod 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 custsupgport, tracking and reporting,
quality assurance and payment processing to otrepanies, we make user information available tsghmbmpanies to the extent necessal
them to provide the outsourced services. We belieneolicies and practices comply with the FTGracly guidelines and other applicable
laws and regulations. However, if our belief proirerrect, 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 osgns, obtain additional consents from our
users before collecting or using their informatarimplement new safeguards to help our users neoaguse of their information, among
other changes.

Legislative changes such as the examples aboveah@arly been proposed both domestically and abmoeldding recent proposals by the
European Commission. Changes like these couldasereur administrative costs and make it moredadiffifor consumers to use our platform,
resulting in less traffic and revenue. Similarligaages like these could make it more difficultdsrto provide effective advertising tools to
businesses on our platform, resulting in fewer aisers and less revenue. In any of the cases abavéusiness could suffer.

Our acquisition of Qype creates numerous risks amucertainties that could adversely affect our op&ray results or prevent us from
realizing the expected benefits of the acquisition.

In October 2012, we acquired Qype to acceleratént@mational expansion. This acquisition requitesintegration of Qype, its
operations, services and personnel with our orgdioiz. These transition activities are complex, wedmnay encounter unexpected difficulties
or incur unexpected costs.

In order to realize the expected benefits and gjjegtof our acquisition of Qype, we must meet a Imeinof significant challenges,
including:



e integrating the management teams, strategies aratiqms of the combined business;

e retaining and assimilating the key personnel oheammpany;
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e retaining existing customers and obtaining newarsts;
o difficulties in the assimilation of employees amatporate cultures;
e implementing and retaining uniform standards, aaafmprocedures, policies and information systeans!;

e managing the combined business effectively.

It is possible that the integration process coakllt in the loss of technical skills and managem&pertise of key employees, the
disruption of each company’s ongoing business awnsistencies in standards, controls, procedur@palicies due to possible cultural
conflicts or differences of opinions on technicati$ions and services. In addition, following tleguasition of Qype, we implemented a
restructuring plan affecting approximately 35 Qypmeployees in order to eliminate redundancies wittncombined business and improve
operational efficiencies. Such restructuring efarduld result in reduced efficiency of retainecptoyees and may result in employees,
whether or not directly affected by the restruatgriseeking future employment with our businestngas or competitors. Although employees
are subject to confidentiality requirements, thefittential nature of certain proprietary informatimay not be maintained in the course of any
such future employment. Further, we believe thataduility to realize the full benefits of the acsjtion will depend upon our ability to retain
highly skilled personnel. We may have difficultyaming such personnel as a result of the restringju

A failure to integrate Qype successfully could adety affect our ability to maintain relationshiggh customers and employees or to
achieve the anticipated benefits of the acquisitipraddition, we may be required to spend additidime or funds on integration that
otherwise would be spent on the development andresipn of the combined business. Even if we are @hintegrate Qype operations
successfully, these integrations may not resuthénrealization of the full benefits of synergiesst savings, innovation and operational
efficiencies that may be possible from the intdgratand these benefits may not be achieved wéhiasonable period of time.

We may also acquire other companies or technologiesich could divert our management’s attention,stdt in additional dilution to our
stockholders and otherwise disrupt our operationsaharm our operating results

Our success will depend, in part, on our abilitgxpand our product offerings and grow our busimesssponse to changing technologies,
user and advertiser demands and competitive pesdursome circumstances, we may determine to darsugh the acquisition of
complementary businesses or technologies ratherttliaugh internal development. We do not have ggpee as a company in the complex
process of acquiring other businesses and techieslobhe pursuit of potential future acquisitionsyndivert the attention of management and
cause us to incur expenses in identifying, invesitig and pursuing suitable acquisitions, whetherod they are consummated. Acquisitions
could also result in dilutive issuances of equéywgities or the incurrence of debt, which couldeadely affect our results of operations or our
ability to achieve profitability.

Acquisitions also involve a number of risks to business, including the difficulty of integratingerations, services, sites and
technologies, and personnel of the acquired corepattie potential disruption of our ongoing bussnéise potential distraction of managem
the possibility that our business culture and thsifess culture of the acquired companies willblmtompatible, expenses related to the
acquisition and to the integration of the acquirethpanies, the impairment of relationships with Eyges and customers as a result of any
integration of new personnel, risks related tolihsinesses of acquired companies that may continnepact the businesses following the
acquisition and potential unknown liabilities asated with acquired companies. Any inability todgtate services, sites and technologies,
operations or personnel in an efficient and tirrabnner could harm our results of operations.

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

We have experienced rapid growth in our headcoudiogerations, including through our recent actjaisiof Qype, which places
substantial demands on management and our opeaahitidrastructure. Most of our employees have heith us for fewer than two years. We
intend to make substantial investments in our teldgy, sales and marketing and community managenrganizations. As we continue to
grow, we must effectively integrate, develop andivabe a large number of new employees, includimpleyees in international markets and
from any acquired businesses, while maintainingoirgeficial aspects of our company culture. If vsendt manage the growth of our business
and operations effectively, the quality of our fdain and efficiency of our operations could suffghich could harm our brand, results of
operations and business.

We may not timely and effectively scale and adayt existing technology and network infrastructur®tensure that our platform is
accessible.

It is important to our success that users in aiggaphies be able to access our platform at aéidiriVe have previously experienced, and
may experience in the future, service disruptiousages and other performance problems due toetyaf factors, including infrastructure
changes, human or software errors, capacity cantrdue to an overwhelming number of users acegssir platform simultaneously, and
denial of service or fraud or security attackssdéme instances, we may not be able to identific#luse or causes of these performance
problems within an acceptable period of time. lyrbacome increasingly difficult to maintain and impe the availability of our platform,
especially during peak usage times and as ourisotubecome more complex and our user traffic mes. If our platform is unavailable wt
users attempt to access it or it does not loadieklg as they expect, users may seek other sertvicebtain the information for which they are
looking, and may not return to our platform as wfi@ the future, or at all. This would negativetygact our ability to attract users a



advertisers and increase the frequency with whiely ise our website and mobile app. We expectritirage to make significant investments
to maintain and improve the availability of ourtidam and to enable rapid releases of new featmesproducts. To the extent that we do not
effectively address capacity constraints, upgradesgstems as needed and continually develop obntdogy and network architecture to
accommodate actual and anticipated changes indéxdy) our business and operating results may badd

Our disaster recovery program contemplates tramsityy our platform and data to a backup centenénetvent of a catastrophe, but we hav
not yet tested the procedure in full, and the ftEomsprocedure may take several days or more topdete. During this time, our platform may
be unavailable in whole or in part to our users.
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We are, and may in the future be, subject to disgmiand assertions by third parties that we violtteir rights. These disputes may be costly
to defend and could harm our business and operatiegults.

We currently face, and we expect to face from timeéme in the future, allegations that we havdated the rights of third parties,
including patent, trademark, copyright and othéellactual property rights and the rights of cutrand former employees and business owi
For example, third parties have sued us for allggédlating their patent rights (we are currerdlglefendant in numerous such suits, all of
which involve plaintiffs targeting multiple defenuta in the same or similar suits), an action wiagsl fagainst us on behalf of current and forme
employees claiming that we violated labor and othes (we have agreed in principle, subject to tapproval, to settle the suit for up to $1.3
million) and various businesses have sued us aligiiat we manipulate Yelp reviews in order to ceghem and other businesses to pay for
Yelp advertising (one such suit was voluntarilyntissed, and two others were consolidated and Hgadistissed with prejudice, although the
plaintiffs are seeking an appeal).

Other claims against us can be expected todue in the future. Even if the claims are withmatit, the 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 expensivel the results are difficult to predict and meguire us to stop offering certain features,
purchase licenses or modify our products and featuthile 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 purspiaent or other intellectual property
infringement claims against us.

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

Some of our solutions contain open source softwasbhjch may pose particular risks to our proprietagpftware and solutions

We use open source software in our solutions alidisé open source software in the future. Fronetimtime, we may face claims from
third parties claiming ownership of, or demandiatgase of, the open source software and/or derevatorks that we developed using such
software (which could include our proprietary saucode), or otherwise seeking to enforce the tefmtise applicable open source license.
These claims could result in litigation and cowdduire us to purchase a costly license or ceasemgfthe implicated solutions unless and t
we can re-engineer them to avoid infringement. Té&isngineering process could require significaldittonal research and development
resources. In addition to risks related to licerespiirements, use of certain open source softwaardaad to greater risks than use of third-part
commercial software, as open source licensors gyelo not provide warranties or controls on thigio of software. Any of these risks cot
be difficult to eliminate or manage, and, if notleessed, could have a negative effect on our bssiaed operating results.

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

We base many of our decisions upon the best irgeoéshe consumers who use our platform. We beltbat this approach has been
essential to our success in increasing our usevtgrate and the frequency with which consumersauselatform and has served the long-
term interests of our company and our stockholder$he past, we have forgone, and we may in thedéuorgo, certain expansion or revenue
opportunities that we do not believe are in the besrests of consumers, even if such decisiogatineely impact our results of operations in
the short term, and we believe that continued astoer to this principle will, in the long term, béheur stockholders. In particular, our
approach of putting our consumers first may negtiimpact our relationships with our existing eogpective advertisers. For example,
unless we believe that a review violates our tesfreervice, such as reviews that contain hate $peebigotry, we allow the review to remain
on the platform, even if the business disputeadtairacy. Certain advertisers may therefore pezagsvas an impediment to their success as @
result of negative reviews and ratings. This peactiould result in a loss of advertisers, whictuim could harm our results of operations.

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

We rely on data about local businesses from thadigs, 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 ugg@ments or standards, or our licenses are revokadt renewed, it could make it difficult-
us to operate some aspects of our business, wbidd damage our reputation. In addition, if sudndtparty service providers were to cease
operations, temporarily or permanently, face finalndistress or other business disruption, increhse fees or if our relationships with these
providers deteriorate, we could suffer increasesiscand delays in our ability to provide consunaerd advertisers with content or provide
similar services until an equivalent provider cob&dfound or we could develop replacement techriyotwgperations. In addition, if we are
unsuccessful in choosing or finding high-qualitytpars, if we fail to negotiate cost-effective tedaships with them, or if we ineffectively
manage these relationships, it could have an agwensact on our business and financial performance.
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We expect a number of factors to cause our opergtiasults to fluctuate on a quarterly and annual &ia, which may make it difficult to
predict our future performance

Our operating results could vary significantly frguarter 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 n@ybe meaningful. In addition to other risk
factors discussed in this section, factors that ommtribute to the variability of our quarterly aadnual results include:

e our ability to attract new local business advertissnd 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 busnes

e our ability to successfully expand in existing metek enter new markets and manage our internatixpansion;

e the impact of worldwide economic conditions, inchglthe resulting effect on consumer spending @llbusinesses 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 groauh effectively manage that growth;

e our ability to maintain and increase traffic to evgbsite 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 priypiefringement and other claims and related judgt®er settlements;
e changes in government regulation affecting ourress;

e interruptions in service and any related impacbonreputation;

e the attraction and retention of qualified employaerd 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, inclydiype;
o the effects of natural or man-made catastrophiatsye

e changes in consumer behavior with respect to logsinesses;

e the effectiveness of our internal controls; and

e changes in our tax rates or exposure to additi@xaliabilities.

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 ousuks of operations.

We recognize revenue from sales of our advertipmoglucts over the terms of the applicable agreesnaritich are generally three, six or
months. As a result, a significant portion of teganue we report in each quarter is generated &gneements entered into during previous
quarters. Consequently, a decline in new or reneageeements in any one quarter may not signifigamtpact our revenue in that quarter but
will negatively affect our revenue in future quastdn 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 stesrh results of operations.

We rely on the performance of highly skilled persmel, and if we are unable to attract, retain and thate well-qualified employees, our
business could be harmed.

We believe our success has depended, and contmdepend, on the efforts and talents of our ermgasyincluding Jeremy Stoppelman,



our Chief Executive Officer, Geoff Donaker, our €hDperating Officer, and our software engineerakating professionals and advertising
sales staff. Our future success depends on ouincamy ability to attract, develop, motivate anthie highly qualified and skilled employees.
Qualified individuals are in high demand, and weynmeur significant costs to attract them. In amidit the loss of any of our senior
management or key employees could materially adiyeedfect 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 mbay 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 mersloé our senior management or other key employées do not succeed in attracting well-
qualified employees or retaining and motivatingsérg employees, our business could be harmed.
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Failure to protect or enforce our intellectual pragty rights could harm our business and resultsagerations.

We regard the protection of our trade secrets, I6gpts, trademarks and domain names as criticalitGsuccess. In particular, we must
maintain, protect and enhance the “Yelp” brand. MWesue the registration of our domain names, tradksnand service marks in the United
States and in certain jurisdictions abroad. Weetid protect our intellectual property rights leyying on federal, state and common law rig
as well as contractual restrictions. We typicatiyes into confidentiality and invention assignmeagteements with our employees and
contractors, and confidentiality agreements withigs with whom we conduct business in order tatlascess to, and disclosure and use of,
our proprietary information. However, these cortinatarrangements and the other steps we have tal@notect our intellectual property may
not prevent the misappropriation or disclosurewfgroprietary information nor deter independentediepment of similar technologies by
others.

Effective trade secret, copyright, trademarét domain name protection is expensive to devehapraaintain, both in terms of initial and
ongoing registration requirements and expenseshendosts of defending our rights. We are seelormqyatect our trademarks and domain
names in an increasing number of jurisdictionsi,aggss 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 respextrade secrets or determine the validity ana
scope of proprietary rights claimed by others. Atigation of this nature, regardless of outcomemarit, could result in substantial costs and
diversion of management and technical resourcgspfwhich could adversely affect our business aperating 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 narat 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 websitentbaise in our business, such as Yelp.com. Ifoge the ability to use a domain na
whether due to trademark claims, failure to renesvapplicable registration, or any other causemang be forced to market our products unde
a new domain name, which could cause us substéatiad, or to incur significant expense in ordeptiochase rights to the domain name in
guestion. In addition, our competitors and othendd attempt to capitalize on our brand recognitigrusing domain names similar to ours.
Domain names similar to ours have been registerdioki United States and elsewhere. We may be ut@aplevent third parties from acquiri
and using domain names that infringe on, are sirtolaor otherwise decrease the value of our braralir trademarks or service marks.
Protecting and enforcing our rights in our domames may require litigation, which could resulsubstantial costs and diversion of
management’s attention.

If our security measures are compromised, or if gpiatform is subject to attacks that degrade or gie¢he ability of users to access o
content, users may curtail or stop use of our patin.

Like all online services, our platform is vulneratb computer viruses, break-ins, phishing attaatempts to overload our servers with
denial-of-service or other attacks and similarufgions from unauthorized use of our computer systeny of which could lead to
interruptions, delays, or website shutdowns, caukias of critical data or the unauthorized disetesor use of personally identifiable or other
confidential information. If we experience comprges to our security that result in performancevailability problems, the complete
shutdown of our website or the loss or unauthoriisdiosure of confidential information, our usersadvertisers may lose trust and confide
in us and decrease their use of our platform qr s&ing our platform entirely. Because the techesqused to obtain unauthorized access,
disable or degrade service or sabotage systemgeli@yuently, often are not recognized until ldhettagainst a target and may originate
from less regulated and remote areas around thielwee may be unable to proactively address thedeniques or to implement adequate
preventative measures. In addition, user and bssio@ner accounts and profile pages could be habijadked, altered or otherwise claimed
or controlled by unauthorized persons. For exampéegnable businesses to create free online bgsamesunts and claim the business profile
pages for each of their business locations. Wdy#rese claims through an automated telephoné&cegion process, which is designed to
confirm that the person setting up the accountfiaded with the business by confirming that therson has access to the business’s telephol
Our verification system could fail to confirm ththe recipient of the call is an authorized repres@re of the business, or mistakenly allow an
unauthorized representative to claim the busings®Ble page. Any or all of these issues couldategly impact our ability to attract new
users or could deter current users from returnimgaduce the frequency with which consumers aneriders use our solutions, cause existing
or potential advertisers to cancel their contractsubject us to third-party lawsuits, regulatanes or other action or liability, thereby harming
our results of operations.

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

We receive, store and process personal informatichother user data, including credit card inforamefor certain users. There are
numerous federal, state and local laws around tirelwegarding privacy and the storing, sharing, yggocessing, disclosure and protection of
personal Information and other user data, the sobpéiich are changing, subject to differing inteations, and may be inconsistent betweer
countries or conflict with other rules. We genegralbmply with industry standards and are subjethéoterms of our privacy policies and
privacy-related obligations to third parties (indilog, in certain instances, voluntary third-pargytification bodies such as TRUSTe). Itis
possible that these obligations may be interpratetiapplied in a manner that is inconsistent from jorisdiction 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 priv-related legal obligations, or any compromise olis&g that results in the unauthorized releas



transfer of personally identifiable informationather user data, may result in governmental enfoecg actions, litigation or negative public
and could cause our users and advertisers torastin us, which could have an adverse effectuarbasiness. Additionally, if third parties

with whom we work, such as advertisers, vendordeselopers, violate applicable laws or our policesh violations may also put our users’
information at risk and could have an adverse effecour business.
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Our business is subject to a variety of U.S. andeign laws, many of which are unsettled and stikbkloping and which could subject us to
claims or otherwise harm our business.

We are subject to a variety of laws in the Unit¢at&s and abroad, including laws regarding daentien, privacy, distribution of user-
generated content and consumer protection, thdtexgaently evolving and developing. The scope iatefpretation of the laws that are or n
beapplicable to us are often uncertain and may béicting, particularly outside the United Statesrexample, 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 action:
based on invasion of privacy and other torts, urdfampetition, copyright and trademark infringemertd other theories based on the nature
and content of the materials searched, the adegaost the content provided by users. In additiegulatory authorities around the world are
considering a number of legislative and regulafmgposals concerning data protection and otheremsatihat may be applicable to our busir
Itis also likely that if our business grows an@lkees and our solutions are used in a greater nuoflmuntries, we will become subject to
laws and regulations in additional jurisdictionssldifficult to predict how existing laws will bepplied to our business and the new laws to
which we may become subiject.

If we are not able to comply with these lawsegulations or if we become liable under theseslar regulations, we could be directly
harmed, and we may be forced to implement new nmeasa 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 aegidlative proposals could harm our reputationtbewise impact the growth of our business.
Any costs incurred to prevent or mitigate this paid liability could also harm our business an@igting results.

Domestic and foreign laws may be interpreted andagoed 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 cedtifis, store gift cards, general-use prepaid cardther vouchers, or “gift cards”,
subject to, among other laws, the federal Creditt@acountability Responsibility and Disclosure Adt2009 (“Credit CARD Act of 2009")
and similar federal, state and foreign laws. Mahthese laws include specific disclosure requiretsi@and prohibitions or limitations on the |
of expiration dates and the imposition of cert@ed. 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, viiche amount paid by the purchaser and
which does not expire, and (ii) the promotionalsealwhich is the remaining value for which the YBlgal can be redeemed during a limited
period, which typically ends one year after theed#tpurchase. If, contrary to our belief, the Gr&RRD Act of 2009 and similar state laws
were held to apply to the promotional value commoreé Yelp Deals, consumers would be entitled tberam the promotional value component
of their Yelp Deals for up to five years after thissue, and we could face liability for redemptjmariods that are less than five years. Various
companies that provide deal products similar ts@ue currently defendants in purported class adaiosuits that have been filed in federal
and state court claiming that their deal produntssaibject to the Credit CARD Act of 2009 and vasigtate laws governing gift cards and tha
the defendants have violated these laws as a #sepiration dates and other restrictions theyehalaced on their deals. Similar lawsuits F
been filed in other locations in which we plan &l sur Yelp Deals, such as the Canadian proviric@raario, alleging similar violations of
provincial legislation governing gift cards.

The application of various other laws and regutaito our products, and particularly our Yelp Deelsincertain. These include laws and
regulations pertaining to unclaimed and abandomeggnty, partial redemption, refunds, revenue-sigarestrictions on certain trade groups
and professions, sales and other local taxes anshtlle of alcoholic beverages. For example, althdtig the responsibility of merchants to
redeem or refund unexpired Yelp Deals that thegrdfirough our platform, the law might be interpceto require that we redeem or refund
them. Because merchants alone, and not Yelp, a@asition to track the redemption of Yelp Deals,may not be able to comply with such &
requirement without substantial and potentiallytigoshanges to our infrastructure and businesstigesc In addition, we may become, or be
determined to be, subject to federal, state olidarws regulating money transmitters or aimegdraventing money laundering or terrorist
financing, including the Bank Secrecy Act, the UBATRIOT Act and other similar future laws or regdidas.

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

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

We intend to continue to make investments to supparbusiness growth and may require additionadiéuto respond to business
challenges, including the need to develop new featand products or enhance our existing seniitgspve our operating infrastructure or
acquire complementary businesses and technolo@iesrdingly, we may need to engage in equity ortdielancings 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 inftitare could involve restrictive covenants relgtto our capital raising activities and
other financial and operational matters, which mmake it more difficult for us to obtain additiorepital and to pursue business opportunitie:
including potential acquisitions. We may not beeaol 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 contnio support our business growth and to
respond to business challenges could be significanpaired, and our business may be harn
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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 damvaigéerruption from earthquakes, fires, floodswer losses, telecommunications
failures, terrorist attacks, acts of war, humaworsirbreak-ins and similar events. For examplégrificant natural disaster, such as an
earthquake, fire or flood, could have a materialesisle impact on our business, operating resultdiaadcial condition, and our insurance
coverage may be insufficient to compensate usofesds that may occur. Our U.S. corporate officesome of the facilities we lease to house
our computer and telecommunications equipmentcoaéd in the San Francisco Bay Area, a region krfowseismic activity. In addition,
acts of terrorism, whichay be targeted at metropolitan areas that haveehjgopulation density than rural areas, could eaisruptions in ot
or our local business advertisers’ businesseseoetlonomy as a whole. Our servers may also be naldleeto computer viruses, break-ins and
similar disruptions from unauthorized tamperinghaour computer systems, which could lead to infgioms, delays, loss of critical data or the
unauthorized disclosure of confidential client datée may not have sufficient protection or recovgians in certain circumstances, such as
natural disasters affecting the San Francisco BaaAand our business interruption insurance magshficient to compensate us for losses
that may occur. As we rely heavily on our serveosnputer and communications systems and the Iriterro@nduct our business and provide
high quality customer service, such disruptionda@oegatively impact our ability to run our busisemd 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 aggtion of the tax laws of various
jurisdictions and on how we operate our busine

Our corporate structure and intercompany gearents, including the manner in which we develupase our intellectual property and the
transfer pricing of our intercompany transacticarg, intended to reduce our worldwide effectivertte. The application of the tax laws of
various jurisdictions, including the United Statesour international business activities is subjednterpretation and depends on our ability tc
operate our business in a manner consistent witeaorate 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 marnnevhich we operate our business does not achlevétended tax consequences, which ¢
increase our worldwide effective tax rate and hatmnfinancial position and results of operations.

Our corporate structure includes legal entitiegated in jurisdictions with income tax rates lowmart the U.S. statutory tax rate. Our
intercompany arrangements allocate income to sntities in accordance with arm’s-length principesl commensurate with functions
performed, risks assumed and ownership of valuatrigorate assets. We believe that income taxedrbaia foreign jurisdictions at a lower
rate relative to the U.S. statutory rate will haveeneficial impact on our worldwide effective taxe.

Significant judgment is required in evaluating ¢ax positions and determining our provision fordnee taxes. During the ordinary course
of business, there are many transactions and adilwa$ for which the ultimate tax determinatiomsertain. For example, our effective tax
rates could be adversely affected by earnings Heingr than anticipated in countries where we Hawer statutory rates and higher than
anticipated in countries where we have higher wiaguates, by changes in foreign currency exchaatgs or by changes in the relevant tax,
accounting and other laws, regulations, principlesg interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes contliciinterpretations by tax authorities of thesesgligtions. It is not uncommon for taxing
authorities in different countries to have conftigtviews, for instance, with respect to, amongothings, the manner in which the arm’s
length standard is applied for transfer pricingpmses, or with respect to the valuation of intéllatproperty. In addition, tax laws are dyna
and subject to change as new laws are passed anidteepretations of the law are issued or applircparticular, there is uncertainty in
relation to the U.S. tax legislation in terms of flature corporate tax rate but also in terms eflS. tax consequences of income derived fror
income related to intellectual property earned seas in low tax jurisdictions.

Our existing corporate structure and intercompamgrgements have been implemented in a manner keedés in compliance with
current prevailing tax laws. However, the tax bésefhich we intend to eventually derive could lmelermined if we are unable to adapt the
manner in which we operate our business and dakaoging tax laws.

The enactment of legislation implementing changestihe U.S. taxation of international business adties or the adoption of other tax
reform policies could materially impact our finanal condition and results of operations.

The current administration has made public statésriedicating that it has made international teoma a priority, and key members of 1
U.S. Congress have conducted hearings and propesetegislation. Recent changes to U.S. tax lamduding limitations on the ability of
taxpayers to claim and utilize foreign tax creditsl the deferral of certain tax deductions untihgs outside of the United States are
repatriated to the United States, as well as clatm¥.S. tax laws that may be enacted in the é)ttould impact the tax treatment of our
foreign earnings. Due to the expanding scale ofraternational business activities, any changahkenJ.S. taxation of such activities may
increase our worldwide effective tax rate and haunfinancial condition and results of operations.

Risks Related to Ownership of Our Class A Common 8tk

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



Our Class B common stock has 10 votes per shagdlep@anClass A common stock has one vote per sBawekholders who hold shares of
Class B common stock, including our founders, dmes; executive officers and employees and théilieaés, together beneficially own shares
representing approximately 96.7% of the voting poefeour outstanding capital stock as of Septen3e2012. Consequently, the holders of
Class B common stock collectively will continuette able to control all matters submitted to ouclsholders for approval even if their stock
holdings represent less than 50% of the outstarghiages of our common stock. Because of the 10vimtifig ratio between our Class B and
Class A common stock, the holders of our Classroon stock collectively will continue to controhaajority of the combined voting power
of our common stock even when the shares of ClagsnBnon stock represent a small minority of allstanding shares of our Class A and
Class B common stock. This concentrated contrdllimit your ability to influence corporate mattefie the foreseeable future, and, as a re
the market price of our Class A common stock cdiglchdversely affected. Future transfers by holde@&ass B common stock will generally
result in those shares converting to Class A comstock, which will have the effect, over time, nEieasing the relative voting power of th
holders of Class B common stock who retain theireh in the long term, which may include existiogrfders, officers and directors and their
affiliates.
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Our share price has been and will likely continue be volatile.

The trading price of our Class A common stbak been, and is likely to continue to be, higtdiatile and could be subject to wide
fluctuations in response to various factors, sofmghich are beyond our control. Since shares ofoommon stock were sold in our initial
public offering in March 2012 at a price of $15) share through October 31, 2012, our stockly dkising price has ranged from $15.22 tc
$28.89. In addition to the factors discussed in tRisk Factors” section and elsewhere in this @ubrReport on Form 10-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 nff@riags by us or our competitors;

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

e additions or departures of key personnel;

e issuance of research or reports by securities stsaly

e fluctuations in the valuation of companies perceibg 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 attributablmémnsistent trading volume levels of our shaaesl;

e general economic and market conditions.

Furthermore, the stock markets recently have espeeid extreme price and volume fluctuations thet leifected and continue to affect
market prices of equity securities of many companidese fluctuations often have been unrelatatisproportionate to the operating
performance of those companies. These broad mankkeindustry fluctuations, as well as general eotnppolitical and market conditions
such as recessions, interest rate changes oratitamal currency fluctuations, may negatively imphe market price of our Class A common
stock. In the past, companies that have experienakadility in the market price of their stock halveen subject to securities class action
litigation. We may be the target of this type difglation in the future. Securities litigation agstimis could result in substantial costs and divert
our management’s attention from other businessearos¢ which could harm our business.

We do not intend to pay dividends for the foresdedhture, 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 oftmuginess and for general corporate purpose
Any determination to pay dividends in the futurdl Wwe at the discretion of our board of direct@kscordingly, investors must rely on sales of
their Class A common stock after price appreciatwimch 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 uore 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 dmdaws may have the effect of delaying or prevantrchange in control or changes in our
management. Our amended and restated certificateaforation and amended and restated bylawsdegbrovisions that:
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e authorize our board of directors to issue, withfauther action by the stockholders, up to 10,000,88ares of undesignated preferred
stock;

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

e specify that special meetings of our stockholdarslze 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 stockngitbposals to be brought before an annual meetiolyiding proposed nominations
of persons for election to our board of directors;

e establish that our board of directors is dividetd itree classes, with directors in each clasdrsgtiiree-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 outstandingyet of capital stock to amend our
bylaws and certain provisions of our certificatéraforporation; and

e reflect two classes of common stock, as discuskedea

These provisions may frustrate or preventattgmpts by our stockholders to replace or remaveorrent management by making it more
difficult for stockholders to replace members of board of directors, which is responsible for apping the members of our management. In
addition, because we are incorporated in Delawegeare governed by the provisions of Section 20Bi@Delaware General Corporation L
which generally prohibits a Delaware corporatianirengaging in any of a broad range of businesdbowtions with any “interested”
stockholder for a period of three years followihg tate on which the stockholder became an “intedéstockholder.

If securities or industry analysts do not publisesearch 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 repattseicurities 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, lanesprice would likely decline. If one or moretése 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.

Sales of a substantial number of shares of ours@lasommon stock in the public market, particulad®es by our directors, officers and
employees and significant stockholders, or theguion that these sales might occur, could degithesmarket price of our Class A common
stock and could impair our ability to raise capttabugh the sale of additional equity securiti&e have a small public float relative to the t
number of shares of our Class A and Class B constawk that are issued, and although certain obatstanding shares remain subject to
volume and other restrictions under Rules 144 d&idunder the Securities Act, the restrictions fitbmn lock-up agreements entered into in
connection with our IPO have recently expired. ASeptember 30, 2012, we had 15,892,508 sharetas$ @ common stock and 46,328,653
shares of Class B common stock outstanding, asgunairexercise of our outstanding options. Althoagiublic market exists for our Class A
common stock only, shares of Class B common stoelganerally convertible into an equivalent numifeshares of Class A common stock at
the option of the holder or upon transfer (subjeatertain exceptions).

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

We are subject to the reporting requirements oitkehange Act, the Sarbanes-Oxley Act, the DoddHErect, the listing requirements of
the New York Stock Exchange and other applicabterstes rules and regulations. Compliance wittsthaules and regulations has increased
and will continue to increase our legal and finahcompliance costs, make some activities morécditf time-consuming or costly, and
increase demand on our systems and resources.arbarn@s-Oxley Act requires, among other thingg,wleamaintain effective disclosure
controls and procedures and internal control owerricial reporting. In order to maintain and, ifjuéed, improve our disclosure controls and
procedures and internal control over financial répg to meet this standard, significant resouaes management oversight may be required
As a result, management’s attention may be divdrted other business concerns, which could harmbosmess and operating results.
Although we have hired additional employees to clgmth these requirements, we may need to hireeneonployees in the future, which will
increase our costs and expenses.

In addition, changing laws, regulations and statislaelating to corporate governance and publidaisce are creating uncertainty for



public companies, increasing legal and financiahpliance costs and making some activities more Gorsuming. These laws, regulations
standards are subject to varying interpretationmany cases due to their lack of specificity, argda result, their application in practice may
evolve over time as new guidance is provided byletgry and governing bodies. This could resultantinuing uncertainty regarding
compliance matters and higher costs necessitateddpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased ig¢aed administrative expenses and a
diversion of management’s time and attention frerenue-generating activities to compliance acsitif our efforts to comply with new
laws, regulations and standards differ from thévdigts intended by regulatory or governing bodie® to ambiguities related to practice,
regulatory authorities may initiate legal proceegilmagainst us and our business may be harmed.
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We also expect that being a public company thstiligect to these new rules and regulations will @iknore expensive for us to obtain
director and officer liability insurance, and wentzse required to accept reduced coverage or indastantially higher costs to obtain covere
These factors could also make it more difficultdisrto attract and retain qualified members oflmard of directors and qualified executive
officers.

As a result of becoming a public company, we wil bbligated to develop and maintain proper and effee internal controls over financia
reporting. We may not complete our analysis of aoternal 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 4@heoSarbanes-Oxley Act, to furnish a report byhagement on, among other things, the
effectiveness of our internal control over finahceporting for the fiscal year ending 2013. Thisessment 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&ressiessment of our internal controls. We arbenegiarly 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 evaluatesting and any required remediation in a timashion. During the evaluation and testing
process, if we identify one or more material weases in our internal control over financial repugtiwe will be unable to assert that our
internal controls are effective. If we are unall@ssert that our internal control over financigdarting is effective, or if our auditors are ure
to express an opinion on the effectiveness of mt@rinal controls, we could lose investor confideincihe accuracy and completeness of our
financial reports, which would cause the price wf Glass A common stock to decline.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Use of Proceeds from Public Offering of Common Stéc

On March 2, 2012, we closed our IPO, in which wiel $)172,500 shares of Class A common stock aice po the public of $15.00
share. The aggregate offering price for sharesisdlie offering was approximately $122.6 millidrhe offer and sale of all of the shares ir
IPO were registered under the Securities Act punist@ a registration statement on Form S-1 (File B®3-178030), which was declar
effective by the SEC on February 16, 2012. Our ofs@roceeds to date has been as described in tepéutus, and has included
approximately $24.2 million cash portion of the ghase price of Qype. We have invested the fundsived that have not yet been utilizes
registered money market funds.

Issuer Purchases of Equity Securities

The table below provides information with respectapurchases of shares of our Class A common sktelshares of our Class B comn
stock were repurchased during the period.

Total Number of

Total Weighted  Shares Purchased ¢ = Maximum Number of
Number of Average Part of Publicly Shares that Mayyet
Shares Price Paid  Announced Plans o Be Purchased Under
Period Purchased®  per Share Programs the Plans or Program:
July 1 — July 31, 2012 13,755 $19.51 — —

August 1 — August 31, 2012 — — — _
September 1 — September 30, 2012 — — _ —

(1) Represents shares withheld to satisfy tax withingldibligations in connection with the vesting ofpgoyee restricted stock awards ur
our 2012 Equity Incentive Pla

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.

ITEM 5. OTHER INFORMATION.

None.
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ITEM 6. EXHIBITS

A list of exhibits filed with this report ancorporated herein by reference is found in thieinto Exhibits immediately following the
signature page of this report and is incorporatéal this Item 6 by reference.
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SIGNATURES

Pursuant to the requirements of the SecariEichange Act of 1934, the registrant has dulpeduhis 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: November 2, 2012
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Exhibit
Number

INDEX TO EXHIBITS

Exhibit Description

3.1

3.2

4.1

4.2

31.1

31.z

32.11

32.21

101.INS?

101.SCH;

101.CAL#

101.LAB#

101.PRE

101.DEFH

Amended and Restated Certificate of Incorporatio¥iedp
Inc.

Amended and Restated Bylaws of Yelp Inc.

Reference is made to Exhibits 3.1 and 3.2.

Form of Class A Common Stock Certificate.

Form of Class B Common Stock Certificate.

Certification of Chief Executive Officer PursuantRule 13a-
14(a) of the Securities Exchange Act of 1934 aspieid
Pursuant to Section 302 of the Sarbanes-Oxley A2002.
Certification of Chief Financial Officer PursuantRule 13a-
14(a) of the Securities Exchange Act of 1934 aspieid
Pursuant to Section 302 of the Sarbanes-Oxley A2002.
Certification of Chief Executive Officer Pursuantt8 U.S.C.
Section 1350, as Adopted Pursuant to Section 9@iteof
Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer Pursuant18 U.S.C.
Section 1350, as Adopted Pursuant to Section 9@iteof
Sarbanes-Oxley Act of 2002.

XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation Linkbase Docue
XBRL Taxonomy Extension Labels Linkbase Document.

XBRL Taxonomy Extension Presentation Linkbase Doenin

XBRL Taxonomy Extension Definition Linkbase.

Filed
Incorporated by Reference Herewith

Form File No. Exhibit  Filing Date

8-K 001-35444 3.1 3/9/2012

S-1/A 333-17803( 3.4 2/3/2012

S-1/A 333-17803( 4.1 2/3/2012

S-1/A 333-17803( 4.2 2/3/2012
X
X
X
X
X
X
X
X
X

t  This certification accompanies the Form 10-Q tochtit relates, is not deemed filed with the Se@siand Exchange Commission and is
not to be incorporated by reference into any filrighe Registrant under the Securities Act of 13%3amended, or the Securities
Exchange Act of 1934, as amended (whether madedefafter the date of the Form 10-Q), irrespecti’any general incorporation
language contained in such filir

Pursuant to applicable securities laws and reguiatithe Registrant is deemed to have complied tivéthreporting obligation relating to

the submission of interactive data files in suchileixs and is not subject to liability under anytignaud provisions of the federal securit
laws as long as the Registrant has made a goddafémpt to comply with the submission requirersemtd promptly amends the
interactive data files after becoming aware thatitheractive data files fail to comply with thebsoission requirements. These interactive
data files are deemed not filed or part of a regjiisin statement or prospectus for purposes ofsexfil or 12 of the Securities Act of
1933, as amended, are deemed not filed for purpdssesction 18 of the Securities Exchange Act @&4,%s amended, and otherwise are



not subject to liability under these sectia
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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. I have reviewed this report on Form 10-Q of Yielp,;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dméttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,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, theégos presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e), for tlggsteant and have:

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

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf 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 weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

/sl Jeremy Stoppelman

Jeremy Stoppelman
Chief Executive Officer
Date: November 2, 2012




EXHIBIT 31.2

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

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

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,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, theégos presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e), for tlggsteant and have:

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

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf 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 weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

/s/ Rob Krolik

Rob Krolik

Chief Financial Officer
Date: November 2, 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 oniRdr0-Q for the fiscal quarter ended September 802 2f Yelp Inc. (the “Company”) as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Jeremy Stoppelmamie€CExecutive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

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

2. The information contained in the Report fairhegents, 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: November 2, 2012

This certification accompanies the Form QGe which it relates, is not deemed filed with S8ecurities and Exchange Commission and is r
be incorporated by reference into any filing of fy&ic. under the Securities Act of 1933, as amendethe Securities Exchange Act of 1934,
as amended (whether made before or after the d#te &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 oniRdr0-Q for the fiscal quarter ended September 802 2f Yelp Inc. (the “Company”) as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Rob Krolik, Chiefriaincial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @2@hat:

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

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

/s/ Rob Krolik

Rob Krolik

Chief Financial Officer
(Principal Financial Officer)
Date: November 2, 2012

This certification accompanies the Form QGe which it relates, is not deemed filed with S8ecurities and Exchange Commission and is r
be incorporated by reference into any filing of fy&ic. under the Securities Act of 1933, as amendethe Securities Exchange Act of 1934,
as amended (whether made before or after the d#te &orm 10-Q), irrespective of any general ipooation language contained in such
filing.




