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Unless the context otherwise indicates, wivee refer in this Quarterly Report to our “mokaleplication” or “mobile app,ive refer to a
of our applications for mobile-enabled devices. iirty, references to our “websitaefer to both the U.S. and international versiohsw
website, as well as the versions of our websitécddeld to mobile-based browsers.

In the fourth quarter of 2012, we acquiregh® GmbH, a Germanlgased reviews website. Although not material to lmusiness to da
we begin including traffic, content and local besia activity from a Qype market in our key metficBowing its migration to the Ye
platform. Accordingly, the key metrics presentedthis Quarterly Report as of and for the quartedeghJune 30, 2013 include the tra
content and local business activity of the Qypek®atsrthat had been migrated to the Yelp platforrafakine 30, 2013: Ireland, Italy and Sp




PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

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

June 30, December 31
2013 2012

Current assets:

Accounts receivable (net of allowance foulolful accounts of $476 and $384 at
June 30, 2013 and December 31, 2012, respkgt 14,76¢ 11,73¢

Goodwill 46,67¢ 48,60¢
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Accrued liabilities 17,68¢ 16,361

Total current liabilities 22,357 21,50

Common stock, $0.000001 par value—500,0@gb@res authorized; 65,055,307
and 63,505,269 shares issued and outstaatihghe 30, 2013 and
December 31, 2012, respectively

Accumulated other comprehensive income )loss (290) 80¢

See notes to condensed consolidated financiahstaies.






YELP INC.

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

Net revenue¢
Costs and expenses
Cost of revenue (exclusive of depreciatiod a
amortization shown separately below)
Sales and marketing
Product development
General and administrative
Depreciation and amortization
Restructuring and integration
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 (Chassd 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

Six Months Ended

June 30, June 30,

2013 2012 2013 2012
$ 55,02: $ 32,65: $ 101,15¢ $ 60,03¢
4,01¢ 2,29¢ 7,35¢ 4,424
30,80: 20,33: 58,997 39,10¢
7,997 4,33¢ 15,23: 8,47¢
10,14¢ 5,96: 18,91: 16,69:
2,637 1,661 5,11¢ 3,022
— — 67E —
55,60: 34,59: 106,29( 71,71
(580) (1,939 (5,139 (12,679
(6€) 22 (267) (8)
(64¢€) (1,91¢) (5,409 (11,687
(232) (66) (276) (97)
(87¢) (1,982 (5,677) (12,789
— — — (32)
$ 87¢) $ (1,98) $ (b.67) $ (11,81
$ (0.0 % (0.0 $ (0.0 $ (0.26)
$ 0.0y % (0.0 % (0.0 % (0.2¢
64,57 60,88 64,16. 46,07!
64,57¢ 60,88’ 64,16: 46,07¢

See notes to condensed consolidated financiahsémis.
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YELP INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In thousands)

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

2013 2012 2013 2012

Net loss $ (879 $ (1,98) $ (567) $ (11,789
Other comprehensive income (loss):

Foreign currency translation adjustments 714 (163) (995) (199
Other comprehensive income (loss) 714 (1639) (995) (199
Comprehensive loss $ (169 $ (214) $ (667) $ (11,97)

See notes to condensed consolidated financiahstats.
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OPERATING ACTIVITIES:
Net loss

YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Adjustments to reconcile net lossaéb cash provided by (used in)

operating activities:

Depreciation and amortization
Provision for doubtful accosiaind sales returns
Stock-based compensation
Loss on disposal of assetswagbisite development costs
Changes in operating asseatdiahilities:

Accounts receivable

Prepaid expenses ahdraissets

Accounts payable ancraed expenses

Deferred revenue

Net cash prowdsy (used in) operating activities

INVESTING ACTIVITIES:

Purchases of property, equipment and softwar
Capitalized website and software developnaests

Change in restricted cash

Goodwill measurement period adjustment

Net cash usethiresting activities

FINANCING ACTIVITIES:

Proceeds from initial public offering, nétaffering costs
Proceeds from issuance of common stock
Repurchase of common stock

Net cash provided by financing activiti

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH

EQUIVALENTS

CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of period
CASH AND CASH EQUIVALENTS—EnNd of period

SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW

INFORMATION:

Cash paid for income taxes, net of refunds

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND

FINANCING ACTIVITIES:

Purchases of property and equipment recardadcounts payable and

accruals

Six Months Ended June 30

2013 2012
$ (567) $ (11,789
5,11¢ 3,02
1,301 10¢
10,87: 9,287
94 37
(4,409 (1,979
(2,319 (919)
21F 577

(85) (796)
5,11 (2,440)
(4,966) (1,927)
(2,139 (1,590
(1,769) (6,009)
1,15¢ —
(7,720 (9,525)
— 112,25’
4,604 762
(199 —
4,411 113,01
(134) (177
1,671 100,87"
95,12 21,73¢
$ 9679 $ 122,61
$ 83 $ 48
$ 1,736 $ 69E



Accretion of redeemable convertible preféstock — 31

See notes to condensed consolidated financiahstates.

4




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

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Yelp Inc. was incorporated in Delaware opt8mber 3, 2004. Except where specifically notethercontext otherwise requires, the us
terms such as the “Company” and “Yelp"these Notes to Condensed Consolidated FinaBtadé¢ments refers to Yelp Inc. and its subsidic

Yelp connects people with great local busées. Yel® users have contributed millions of reviews of @direvery type of local busine
giving a voice to consumers and bringing “word afuth” online. Businesses of all sizes use the Yelp platfto engage with consumers at
critical moment when they are deciding where tansgpeir money.

Basis of Presentation

The accompanying condensed consolidatedhdinbstatements are unaudited. These unauditedrmicondensed consolidated finan
statements have been prepared in accordance withu@iing principles generally accepted in the Uhigtates of America (“GAAP"aNc
applicable rules and regulations of the Securdies$ Exchange Commission (“SEG®8garding interim financial reporting. Certain infoatior
and note disclosures normally included in the foiainstatements prepared in accordance with GAAR lieen condensed or omitted purs
to such rules and regulations. Accordingly, thegerim condensed consolidated financial statemsmdsild be read in conjunction with
consolidated financial statements contained inGbenpany’s Annual Report on Form KOfiled with the SEC on February 27, 2013 |
“Annual Report”). The condensed consolidated balance sheet as ofnibece31, 2012 included herein was derived from dluelitec
consolidated financial statements as of that datedees not include all disclosures required by ®AAncluding notes to the financ
statements.

The unaudited interim condensed consolidditeehcial statements have been prepared on the $msis as the audited consolid
financial statements and, in the opinion of managdminclude all adjustments of a normal recurmadure necessary for the fair present:
of the interim periods presented.

Significant Accounting Policies

There have been no material changes toignifisant accounting policies, as compared tostymificant accounting policies describes
the Annual Report.

Effective January 1, 2013, the Company peosipely adopted Accounting Standards Update (“ABSRU13-02, “Reporting of Amoun
Reclassified Out of Accumulated Other Comprehersis@me.” This update requires companies to provide inforomategarding the amouil
reclassified out of accumulated other comprehenisis@me by component. In addition, companies ageired to present, either on the fac
the statement where net income (loss) is presemted the accompanying notes, significant amoustdassified out of accumulated ot
comprehensive income (loss) by the respectiveiléras of net income (loss). The adoption of ASU 202 did not have a material impact
the Company's consolidated financial statements.

In July 2013, the Financial Accounting Stamtts Board (“FASB”) issued ASU 2013-11Ptesentation of an Unrecognized Tax Be
When a Net Operating Loss Carryforward, a SimilaxToss, or a Tax Credit Carryforward Exists (a sensus of the FASB Emerging Is!
Task Force). This update eliminates diversity in practice foeggntation of a unrecognized tax benefit when @apetating loss carryforwal
a similar tax loss, or a tax credit carryforwardhigilable to reduce the taxable income or tax pleythat would result from disallowance ¢
tax position. The Company anticipates that the adomf this standard will not have a material imapan its consolidated financial statem:
or footnote disclosures.

Principles of Consolidation

These condensed consolidated financial rettés include the accounts of the Company and hsllyvowned subsidiaries. #
intercompany accounts and transactions have baamated in consolidation.
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Use of Estimates

The preparation of the Compasyondensed consolidated financial statements nfoomity with GAAP requires management to m
estimates and assumptions that affect the repartealints of assets and liabilities and disclosumafingent assets and liabilities at the da
the condensed consolidated financial statementshendeported amounts of income and expenses dtirengeporting period. These estimi
are based on information available as of the dateeocondensed consolidated financial statemén¢sefore, actual results could differ fr
management’s estimates.

2. FAIR VALUE OF FINANCIAL INSTRUMENTS
The accounting guidance for fair value measients prioritizes the inputs used in measuriirgvidue in the following hierarchy:
Level 1—Observable inputs, such as quoted prices in aotakets,
Level 2—Inputs other than the quoted prices in active ri@rkhat are observable 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 usseovable market data, when available, and to nieirthe use of unobservable inputs w
determining fair value. On a recurring basis, tlen@any measures its financial assets at fair valbhe.Company's investment instruments
classified within Level 1 of the fair value hieraycbecause they are valued using quoted pricestiveanarkets.

The following table represents the Compafigancial instruments measured at fair value adusfe 30, 2013 and December 31, 201
thousands):

June 30, 2013 December 31, 2012
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Money market funds(1) $ 832" $ — $ — $ 8327¢ $ 87260 $ — $ — $ 87,26
(1) Included in cash and cash equivalen the condensed consolidated balance sheets.

3. ACQUISITION

On October 23, 2012, the Company, througiwholly-owned subsidiary, Yelp Ireland Ltd., completed dlequisition of all the outstandi
equity interests of Qype GmbH and its subsidiafoeslectively, “Qype”)for approximately $24.3 million in cash and Yelpa€$ A comma
stock with an approximate fair value of $23.3 roifli Of the total consideration paid in connectidthwthe acquisition, $10.3 million was h
in the form of cash in escrow to secure indemniifiicaobligations. The acquisition was accounteda®ia business combination in accord
with Accounting Standards Codification Topic 809Business Combinationg"ASC 805"), with the results of Qypg’'operations included
the consolidated financial statements starting etoker 23, 2012. The key factors underlying theu@ition were to secure an establis
European market presence, obtain Qgpedntent and traffic and the opportunity for exgi@an. The balance remaining in the escrow
relating to this acquisition was approximately l@illion as of June 30, 2013.
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The unaudited pro forma financial informatim the table below summarizes the combined reafltoperations for the Company
Qype, and includes the accounting effects resulfiogn the Qype acquisition, including transactisastructuring and integration co:
amortization charges from acquired intangible assatd changes in depreciation due to differingtagslues and depreciation lives as thc
the Company and Qype were combined as of Janua®p1?2. The unaudited pro forma financial informati@s presented below, is
informational purposes only and is not necessanitijcative of the results of operations that wobkl/e been achieved if the acquisitiol
Qype had taken place as of January 1, 2012 (irstiruds, except per share data):

Pro Forma
Three Months Endec  Six Months Endec
June 30, 2012 June 30, 2012
Revenue $ 34,86¢ $ 64,73t
Net loss $ (4,37) $ (17,119
Basic and diluted net loss per share attributabsmmon stockholders $ (0.07) $ (0.37)

In October 2012, following the acquisitioh @ype, the Company announced its plan to redueesthe of the Qype workforce &
terminate several of Qype’s leases. These acti@ns made in order to reduce the Compargst structure, enhance operating efficiencie
strengthen the Company’s business to achieve temg-profitable growth. As a result of this plane tCompany incurred restructuring cha
during the fourth quarter of 2012 and the firstggraof 2013, which were included in the restruictgrand integration costs in the consolid:
statements of operations for such periods. Restringt liabilities were $0.1 million as of June 3M13, and are included in accrued liabili
on the accompanying condensed consolidated balsimeet. The Compang’restructuring plan was substantially completednduthe si;
months ended June 30, 2013. Any additional expeglaged to this restructuring plan incurred in thire is expected to be immaterial.
Company has recorded restructuring charges ofr@illi®n to date. The following table summarizes tenges in the Compamsytestructurin
liabilities (in thousands):

Balance as of December 31, 2012 $ 68t
Provision 93t
Payments (1,29)
Adjustment to prior provision (267)
Balance as of June 30, 2013 $ 67

4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of June 3@, &@d December 31, 2012 consist of the followingliousands):

June 30, December 31

2013 2012
Cash and cash equivalents
Cash $ 1351t $ 7,86:
Money market funds 83,27 87,26
Total cash and cash equivalents $ 96,79 $ 95,12/

The lease agreements for the Compa®dn Francisco, New York and London, England effieach require the Company to maint:
letter of credit issued to the landlords of eadtilityg. Each letter of credit is subject to renevaanually until the lease expires. As of June
2013 and December 31, 2012, the Company had lettenedit in the aggregate amount of $8.1 milleord $6.4 million, respectively, rela
to such leases.




5. PROPERTY, EQUIPMENT AND SOFTWARE, NET

Property, equipment and software, net akioé 30, 2013 and December 31, 2012 consist dbllegving (in thousands):

June 30, December 31

2013 2012

Computer equipment $ 952¢ % 8,31t
Software 441 43¢
Capitalized website and internal-use software dgraknt costs 10,80: 8,65:
Furniture and fixtures 3,017 2,61:
Leasehold improvements 9,30¢ 5,017
Telecommunication 1,752 1,57(

Total 34,84¢ 26,60:
Less accumulated depreciation (15,06) (11,807
Property, equipment and software, net $ 1977¢ $ 14,79¢

Depreciation expense for the three montlieeénJune 30, 2013 and 2012 was approximately $iliormand $0.9 million, respectivel
and for the six months ended June 30, 2013 and, 2@}R2eciation expense was approximately $3.4anilind $1.7 million, respectively.

6. GOODWILL AND INTANGIBLE ASSETS

The Companyg’ goodwill is the result of the acquisition of Qyme October 23, 2012, and represents the excgssraiase considerati
over the fair value of assets and liabilities aoegli

The changes in the carrying amount of gotidari the six months ended June 30, 2013 wer®bevis (in thousands):

Balance as of December 31, 2012 $ 48,60t
Goodwill acquired —
Measurement period adjustment (1,15)
Effect of currency translation (774)
Balance as of June 30, 2013 $ 46,67¢

Under the terms of the share purchase agmeeby and among the Company, its whallyned subsidiary Yelp Ireland Ltd., Qype ant
shareholders, the Qype purchase price was sulbjecpbst-closing adjustment based on Qypest working capital as of the acquisition ¢
On April 15, 2013, Yelp and the former Qype shalééis agreed to an adjustment of the purchase prifzvor of Yelp in the amount of0€S
million (approximately $1.2 million as of June 3M13) based on Qype’net working capital as of the acquisition dats.this agreeme
occurred during the measurement period of the aiopn, as defined by ASC 805, the impact of tldfuatment was recorded as an increa
cash and a decrease to goodwill. The related furadls released to Yelp from the escrow fund durirggthree months ended June 30, 2013.
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The intangible assets detail at June 30320M December 31, 2012 consist of the followirglédls in thousands):

Weighted
Gross Net Average
Carrying  Accumulatec Carrying  Remaining

Amount Amortization Amount Life

June 30, 2013:
Content $ 319% $ (531) $ 2,66t 4.3years
Advertiser relationships 1,91¢ (577 1,34 1.3 years
Developed technology 52C (187) 33¢ 1.3 years
Trade name 39C (13%) 25E 1.3 years
Domains 25C (13€) 114 4.3 years
$ 6270 $ (1,559 $ 4,71

Weighted
Gross Net Average
Carrying  Accumulate Carrying  Remaining

Amount  Amortizatior Amount Life

December 31, 2012:

Content $ 330« % (12€) $ 3,17¢ 4.8years
Advertiser relationships 1,982 (18¢) 1,79¢ 1.8 years
Developed technology 52¢ (51) 47¢ 1.8 years
Trade name 39¢€ (38) 35¢ 1.8 years
Domains 24¢€ (11¢) 12¢ 4.6 years

$ 645 $ (52) $ 5,93

Amortization expense was $0.5 million antbZer the three months ended June 30, 2013 ang, 264pectively, and $1.1 million and z
for the six months ended June 30, 2013 and 20%peotively.

As of June 30, 2013, the estimated futurertimation of purchased intangible assets forh(@ temaining six months of 2013, (ii) eacl
the succeeding four years and (iii) the succeefiftigyear and thereafter are as follows (in thowdsy:

Year Ending December 31, Amount
2013 (from July 1, 2013) $ 1,05¢
2014 1,85¢
2015 63€
2016 63¢
2017 and thereafter 532
Total amortization $ 471




7. ACCRUED LIABILITIES
Accrued liabilities as of June 30, 2013 and Decamie 2012 consist of the following (in thousands):

June 30, December 31

2013 2012

Accrued vacation and employee related expenses $ 363 $ 2,46:
Accrued bonus and commissions 3,16: 2,031
Deferred rent 1,43¢ 1,75¢
Legal settlement accrual 1,331 2,167
Accrued value added taxes payable 95¢ 1,26(
Accrued payroll tax 837 84t
Merchant revenue share liability 46¢ 53¢
Accrued restructuring and integration costs 67 71C
Other accrued expenses 5,79¢ 4,59;

Total $ 1768¢ $ 16,36°

8. OTHER INCOME (EXPENSE), NET
Other income (expense), net for the three and sinths ended June 30, 2013 and 2012 consists édltbwing (in thousands):

Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Interest income $ 14 $ 12 $ 30 $ 18
Transaction gain (loss) on foreign exchange (672) 11 (229 (20
Other non-operating income (loss), net (19 () (74) (16)
Other income (expense), net $ (66) 9 22 $ (260 $ (9

9. COMMITMENTS AND CONTINGENCIES

Office Facility Leases— The Company leases its office facilities under afirg lease agreements that expire from SepteniEs &
2021. The terms of the lease agreements provideefdgal payments on a graduated basis. The Conmg@ognizes rent expense on a straigh
line basis over the lease period.

Rental expense was $1.6 million and $1.1 milliontfee three months ended June 30, 2013 and 204f&ctvely, and was $3.2 milli
and $1.9 million for the six months ended June2B@,3 and 2012, respectively.

Legal Proceedings— The Company is subject to legal proceedings ariginthe ordinary course of business. Although tbsults o
litigation and claims cannot be predicted with aerly, the Company currently does not believe thatfinal outcome of any of these mat
will have a material adverse effect on the Compsubyisiness, financial position, results of operatior cash flows.

In February and March 2010, the Company was suédarputative class actions on behalf of local basses asserting various caust
action based on claims that the Company manipuléiedatings and reviews on its platform to codomal businesses to buy its advertis
products. These cases were subsequently consdliotats action asserting claims for violation of Balifornia Business & Professions Cc
extortion and attempted extortion based on the ecinithey allege and seeking monetary relief in mspecified amount and injunctive relief
October 2011, the court dismissed this consolidatidbn with prejudice. The plaintiffs have appéate the U.S. Court of Appeals for
Ninth Circuit, which heard the appeal on July 1012 The Ninth Circuit has not yet issued a deoiskxccordingly, the Company is currer
unable to reasonably estimate either the probglifitncurring a loss or an estimated range of dash, if any, from this appeal.
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In March 2011, the Company was sued in an actiobedralf of certain current and former employeesgisg claims for violations of tl
federal Fair Labor Standards Act, the CalifornidbbduaCode and the California Business & Professi@ode seeking monetary relief in
unspecified amount. In December 2012, the coudeidsa judgment giving final approval to a settletwdrthis matter, without any admiss
of liability on the Companyg part, for payments by the Company in an aggregeteunt of approximately $0.8 million. The Compdrac
originally accrued for a settlement of approximat®l.3 million in the year ended December 31, 20 accrual was adjusted in the qui
ended December 31, 2012 for the final settlememtuanty which was paid in the first quarter of 2013.

Qype, an indirect whollypwned subsidiary of the Company, had been partwtolawsuits regarding fees payable for directoayadtha
Qype and its predecessor purchased from Deutscle&oie AG (“Deutsche Telekometween 2005 and 2008 at a rate set by the G«
Federal Network Agency (“FNA")Following German court decisions overturning the et by the FNA, Deutsche Telekom sued Qypesd
Regional Court of Bonn on August 26, 2010 for agprately €1.5 million plus interest for additional fees fatd delivered between 2005 |
2008. In August 2011, the court rejected Deutsablekbm’s claim in full and Deutsche Telekom appealed hasion to the Higher Regior
Court of Cologne, which referred the appeal toHfigher Regional Court in Disseldorf in July 2012&eTcourt heard the appeal in April 21
and a decision is now expected in September 2@1a&ddition, on August 6, 2012, Deutsche Telekordfdé claim against Qype in the Regit
Court of Bonn for approximately148,400 plus interest asserting Qype was unjusthicleed as a result of paying an insufficient rade
directory data from 2005 to 2008. However, followia hearing on December 19, 2012, the court digdifeutsche Telekom'claim in ful
and the time for appeal has lapsed. Under the ggipé authoritative literature, an amount whichrespnts managemestbest estimate of t
amount that will ultimately be paid was accrueddera loss contingency as of the acquisition dia@ype.

Indemnification Agreements — In the ordinary course of business, the Company prayide indemnifications of varying scope
terms to customers, vendors, lessors, busineseseparand other parties with respect to certain argttincluding, but not limited to, los:
arising out of breach of such agreements, sentwd® provided by the Company or from intellectpedperty infringement claims made
third parties. In addition, the Company has enténéal indemnification agreements with directors @edtain officers and employees that
require the Company, among other things, to indgnthiem against certain liabilities that may arsereason of their status or service
directors, officers or employees.

While the outcome of these matters cannot be pieliwith certainty, the Company does not beliew the outcome of any claims lis
above or any other claims under indemnificatiorarmgements will have a material effect on the Comijmaffinancial position, results
operations or cash flows.

10. STOCKHOLDERS’ EQUITY

Initial Public Offering

In March 2012, the Company completed its initiabliwioffering of its Class A common stock to thebpa (the “IPO”) whereby 8,172,5(
shares of Class A common stock were sold by thepgaom (inclusive of 1,072,500 shares of Class A comstock from the full exercise
the overallotment option of shares granted to thdeuwriters) and 50,000 shares of Class A commuaeckstere sold by a selling stockholc
The Yelp Foundation. The public offering price betshares sold in the offering was $15.00 per shidre Company did not receive
proceeds from the sales of shares by the sellimgkiblder. The total gross proceeds from the afteto the Company were $122.6 milli
After deducting underwritersliscounts and commissions and offering expensesadigregate net proceeds received by the Compéaigc
approximately $111.4 million. Immediately prior tiee closing of the IPO, all shares of the Compamutstanding redeemable convert
preferred stock automatically converted into 35,818 shares of Class B common stock. As a resllbwiing the IPO, the Company has 1
classes of authorized common stock outstandingssdacommon stock (one vote per share) and ClassrBnon stock (ten votes per share).

11




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

June 30, 2013 December 31, 2012
Shares Shares
Shares Issued and Shares Issued and

Authorized Outstanding Authorized Outstanding
Stockholders’ equity:

Class A common stock, $0.000001 par value 200,000,00 39,186,39 200,000,00 23,380,28
Class B common stock, $0.000001 par value 100,000,00 25,868,91 100,000,00 40,124,98
Common stock, $0.000001 par value 200,000,00 — 200,000,00 —
Undesignated Preferred Stock 10,000,00 — 10,000,00 —

Equity Incentive Plans

The Company has outstanding awards under thre¢yagoentive plans: the Amended and Restated 2@Bt¥E Incentive Plan (the200t
Plan™), the 2011 Equity Incentive Plan (the “201&rP) and the 2012 Equity Incentive Plan, as amdndee “2012 Plan”)In July 2011, th
Company terminated the 2005 Plan and providednbdurther stock awards were to be granted unde2605 Plan. All outstanding stc
awards under the 2005 Plan will continue to be goe@ by their existing terms. Upon the effectivenes$ the underwriting agreement
connection with the IPO, all shares that were reskunder the 2011 Plan but not issued were assbyntte 2012 Plan. No further awards
be granted pursuant to the 2011 Plan. All outstapmdtock awards under the 2011 Plan will contiruéé governed by their existing ter
Under the 2012 Plan, the Company has the abilitisdoe incentive stock options (“ISOs”), non-statutstock options (“NSOs”)stock
appreciation rights, restricted stock awards (“R$Asestricted stock units (“RSUs”)performance units and/or performance sh
Additionally, the 2012 Plan provides for the grahperformance cash awards to employees, direatmonsultants.

Restricted Stock Awards and Restricted Stock U

The Company began granting RSAs to its employeehilyn 2011. In March 2012, the Company began gngnRSUs. The cost of t
RSAs and RSUs are determined using the fair valtleeoCompany’s common stock on the date of gi@mtckbased compensation expens
amortized on a straight-line basis over the retpiservice period. RSAs and RSUs generally vest afeuryear period with 25% vesting
the end of one year and the remaining vesting qdgror annually thereafter.

The Company granted zero RSAs and 10,125 RSUsgdlthranthree months ended June 30, 2013, and zeks RS 64,125 RSUs duri
the six months ended June 30, 2013. The Compamyded stocksased compensation expense related to RSAs and BSifproximatel
$0.5 million and $0.1 million for the three montlsded June 30, 2013 and 2012, respectively, aririillion and $0.2 million for the s
months ended June 30, 2013 and 2012, respectiglgf June 30, 2013, the Company had approxim&Ilg million of unrecognized stock-
based compensation expense, net of estimatedtiodej related to RSAs and RSUs, which will be gaized over the remaining weighted-
average vesting period of approximately 2.18 years.
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Stock Options

Stock options granted under the 2012 Plan will taatgd at a price per share not less than thedhie at date of grant. Options grante
date generally vest either over a foar period with 25% vesting at the end of one el the remaining vesting monthly thereafter @ra
four-year period with 10% vesting over the first yedi%®@vesting over the second year, 30% vesting dwethird year and 40% vesting o
the fourth year. Options granted generally are @sable for up to 10 years. A summary of stockaptictivity for the six months ended J
30, 2013, is as follows:

Options Outstanding

Weighted-
Average
Remaining
Weighted- Contractual Aggregate
Average Term (in Intrinsic Value
Number of Shares  Exercise Price years) (in thousands)
Outstanding — January 1 , 2013 10,113,17 $ 10.0¢ 78¢ $ 96,99:
Granted 3,501,42! 24.2¢
Exercised (1,522,73)) 3.02
Canceled (461,707 19.0(
Outstanding — June 30, 2013 11,630,16 $ 14.8¢ 8.4C $ 231,69:
Options vested and expected to vest as of Jun203G3, 11,279,34 % 14.67 837 % 226,69¢
Options vested and exercisable as of June 30, 2013 3,929,03 % 7.5€ 731 % 106,91t

Aggregate intrinsic value represents the differelmesveen the closing price of the Companglass A common stock on the New Y
Stock Exchange on June 28, 2013 of $34.77 andxeeise price of outstanding, in-tineeney options. The total intrinsic value of opti
exercised was approximately $18.8 million and $8ilion for the three months ended June 30, 20X82012, respectively, and $34.8 mill
and $2.5 million for the six months ended June281,3 and 2012, respectively. The weightegrage grant date fair value of options gre
was $16.83 and $11.86 per share for the three martted June 30, 2013 and 2012, respectively, 88d% and $9.68 per share for the
months ended June 30, 2013 and 2012, respectively.

As of June 30, 2013, total unrecognized compensatasts, adjusted for estimated forfeitures, reldate unvested stock options v
approximately $72.0 million, which is expected trecognized over a weighted-average time peri®IGH years.

Employee Stock Purchase Ple

Concurrent with the effectiveness of the undermwgitagreement in connection with the IPO on Marct2a12, the Compang’ 201:
Employee Stock Purchase Plan (the “ESPP”) becafaetiwke. The ESPP allows eligible employees to pase shares of the Compasiflas
A common stock at a discount through payroll deidust of up to 15% of their eligible compensationbject to any plan limitations duri
designated offering periods. At the end of eacleraffy period, employees are able to purchase slaar@s% of the lower of the fair mar
value of the Compang’Class A common stock on the first trading dayhef offering period or on the last day of the dffgrperiod. Th
Company initiated an offering under the ESPP ore B3)r2013 with an offering end date of November2Zd,3. There were no shares purch
by employees under the ESPP for the three and sixthm ended June 30, 2013. The Company recogni@ed rillion of stockbase:
compensation related to the ESPP in each of tlee thnd six months ended June 30, 2013.

Stock-Based Compensation

The following table summarizes the effects of stbeked compensation related to stbelsed awards in the condensed consoli
statements of operations during the periods preddi thousands):

Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Stock-based compensation effects in loss befokectaxes:
Cost of revenue $ 108 $ 3 3 177 $ 58
Sales and marketing 2,28 89t 4,27( 2,01¢
Product development 1,04( 30C 1,85¢ 543

General and administrative 2,28¢ 62¢ 4,01¢ 6,667



Restructuring and integration — — 55¢ —
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During the three and six months ended June 30, ,20E3Company recognized zero and $0.6 million totlsbased compensatic
respectively, related to the acceleration of vgstihRSUs associated with the Qype restructuriag plescribed in Note 3. During the three
six months ended June 30, 2012, the Company reedriero and $5.5 million of stotlased compensation, respectively, related t
acceleration of vesting of stock options held byo texecutive officers related to the completion bé tIPO, included in general
administrative expense. The Company capitalizeckdtased compensation as website development co$t38{000 and $85,000 in the th
months ended June 30, 2013 and 2012, respectamiy$231,000 and $137,000 in the six months endleel 30, 2013 and 2012, respectively.

11. NET LOSS PER SHARE

Basic and diluted net income (loss) per sharebatible to common stockholders are presented ifoooity with the “two-class method”
required for participating securities. Immediatphor to the consummation of the IPO in March 2042 putstanding shares of preferred s
and common stock were converted to Class B comrumk.sAs a result, shares of Class A and ClassrBneon stock are the only outstanc
equity in the Company. The rights of the holdersCédiss A and Class B common stock are identicategixwith respect to voting a
conversion. Each share of Class A common stochtiflex] to one vote per share and each class als@acommon stock is entitled to 10 v«
per share. Shares of Class B common stock mayesded into Class A common stock on a sharesfare basis at any time at the optio
the stockholder, and are automatically convertéal @lass A common stock upon sale or transfer,estithp certain limited exceptions, or u|
the election of the holder or in connection withtai other conversion events.

The Company’s weightedverage unvested shares subject to repurchasestlaingent in shares of common stock upon vesting hiae
nonforfeitable right to receive dividends on an edoasis with common stock and therefore are congideaeticipating securities that musi
included in the calculation of net loss per shaiaegithe two-class method in all presented periods.

The following table presents the calculation ofibasid diluted net income (loss) per share (in samals, except share and per share data

Three Months Ended June 30,

2013 2012
Class A Class B Class A Class B
Net loss $ 421) % 457 $ (268 $ (1,719
Add: accretion of redeemable convertible prefestedk — — — —
Net loss attributable to common stockholc $ 421) % 457 $ (268 $ (1,719

Basic shares:

Weighted-average common shares outstanding 30,94( 33,63¢ 8,22: 52,66¢
Diluted shares:

Weighted-average shares used to computedilu

net loss per share 30,94( 33,63¢ 8,22: 52,66¢

Net loss per share attributable to common stocldrsl
Basic $ (@©0) $ (@©OH $ (0.0Y) $ (0.09

Diluted $ (©0) $ (©O) $ (0.0 $ (0.09
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Six Months Ended June 30,

2013 2012
Class A Class B Class A Class B
Net loss $ (2099 $ (357 $ (1,399 $ (10,386
Add: accretion of redeemable convertible prefestdk — — 4) 27
Net loss attributable to common stockholc $ (2099 $ (357 $ (1,409 $ (10,41)

Basic shares:

Weighted-average common shares outstanding 23,72« 40,43¢ 5,46 40,60¢
Diluted shares:

Weighted-average shares used to computedilu

net loss per share 23,72« 40,43¢ 5,46 40,60¢

Net loss per share attributable to common stocldrsl
Basic $ (009 $ (009 $ (0200 % (0.2¢)

Diluted $ (009 $ (009 $ (020 $ (026

The following shardsased instruments were excluded from the calculaifaliluted net income (loss) per share becausie dffect wouls
have been anti-dilutive for the periods presenitedhpusands):

Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Stock options 11,63( 10,12¢ 11,63( 10,12¢
Restricted stock units 254 4 254 4
Restricted stock awards 97 17C 97 17C
Employee stock purchase plan 12 — 12 —

12. INCOME TAXES

The Company is subject to income tax in the Unig¢ates as well as other tax jurisdictions in whitatonducts business. Earnings fi
non-U.S. activities are subject to local country incotame The Company does not provide for federal inedaxes on the undistributed earn
of its foreign subsidiaries as such earnings afeteeinvested indefinitely.

The Company recorded an income tax provision oR2¥XB) and $66,000 for the three months ended Jon20A 3 and 2012, respectiv
and $276,000 and $97,000 for the six months ended 30, 2013 and 2012, respectively, related teidorincome taxes and state minirr
taxes. Based on the available objective evidencaglthe six months ended June 30, 2013, manageediat/es it is more likely than not t|
the tax benefits of the U.S. losses incurred dutitegsix months ended June 30, 2013 may not bedaby the end of the 2013 fiscal y
Accordingly, the Company did not record the taxdfia of the U.S. losses incurred during the sixthe ended June 30, 2013. The prin
difference between the effective tax rate and duefal statutory tax rate relates to the valuadibmwances on the Compamsyhet operatir
losses, foreign tax rate differences, meals angr@itiment and non-deductible stock-based compensatpense.
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As of June 30, 2013, the total amount of grossaogrized tax benefits was $0.9 million, $0.1 milliof which would affect our effecti
tax rate if recognized. As of June 30, 2013, thenany had an immaterial amount related to the at@linterest and penalties. During
three months ended June 30, 2013, the Comparygss unrecognized tax benefits increased byrdlidn, $0.1 million of which would affe
our effective tax rate if recognized. The Compaagsinot have any tax positions as of June 30, #8hich it is reasonably possible that
total amount of gross unrecognized tax benefitbsighificantly increase or decrease within thetriskxmonths.

13. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to be aoents of the Company in which separate finanaif@rimation is available that
evaluated regularly by the Company's chief opegatiecision maker in deciding how to allocate resesirand in assessing performance.
chief operating decision maker for the Companyhis €hief Executive Officer. The Chief Executive i0éf reviews financial informatic
presented on a consolidated basis, accompaniedfdmynation about revenue by product line and gqagcaregion for purposes of allocat
resources and evaluating financial performance.

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

Revenue by geography is based on the billing addrethe customer. The following tables presentGbenpany's revenue by product i
as well as revenue and long-lived assets by gebgrapgion for the periods presented (each in thods):

Net Revenue

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Net revenue by produc

Local advertising $ 44,797 $ 25258 $ 83,76¢ $ 46,72¢
Brand advertising 7,04¢ 5,70¢ 11,80¢ 9,691
Other services 3,17¢ 1,69t 5,58¢ 3,61z
Total net revenue $ 5502: $ 32,65: $ 101,15¢ $ 60,03¢

During the three and six months ended June 30, 20132012, a substantial majority of the Compargi&nue was generated in
United States. In addition, no individual custoraecounted for 10% or more of consolidated net regén either period.

Long-Lived Assets

June 30, December 31

2013 2012
United States $ 1937 $ 14,27¢
All Other Countries 67C 70z
Total long-lived assets $ 20,04 $ 14,97"

14. SUBSEQUENT EVENT

On July 24, 2013, the Company acquired SeatMe,, lacweb- and appased reservation solution for restaurant and g
establishments. In connection with the acquisitahof the outstanding capital stock and optiomgtirchase capital stock of SeatMe, Inc. \
converted into the right to receive an aggregateppiroximately $2.2 million in cash and 260,901rekaf the Compang’ Class A commc
stock. These amounts payable to SeatMe securitgi®ldnder the merger agreement are subject tocfmssig adjustment based on
working capital. Of such amounts, $55,731 in casth 31,236 shares of Class A common stock will Hd ireescrow for a 12nonth perio
after the closing to secure our rights of indemnitgler the merger agreement and $87,319 in casbhi&684 shares of Class A common s
will be subject to vesting.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

You should read the following discussion and anslyd our financial condition and results of opeaais in conjunction with ol
condensed consolidated financial statements aradgelnotes appearing elsewhere in this QuarterlgdReon Form 10-Q.

Forward Looking Information

This Quarterly Report on Form 10-Q contains forwimaking statements that involve risks and unceti@sn as well as assumptions the
they never materialize or prove incorrect, couldseaour results to differ materially from those regsed or implied by such forwalabking
statements. The statements contained in this QlyaReport on Form 10-Q that are not purely histakiare forwardeoking statements with
the meaning of Section 27A of the Securities Acl®83, as amended, and Section 21E of the SesuBtiehange Act of 1934, as amen
(the “Exchange Act”). Forward-looking statements aften identified by the use of words such as,rmitlimited to, “anticipate,” “believe,”
“can,” “continue,” “could,” “estimate,” “expect,”ititend,” “may,” “plan,” “project,” “seek,” “should,“strategy,” “target,” “will,” “would” anc
similar expressions or variations intended to ideriorward-looking statements. These statements are basdtkdretiefs and assumptions
our management based on information currently albkdlto management. Such forwdodking statements are subject to risks, uncerez
and other important factors that could cause actsllts and the timing of certain events to diffeaterially from future results expresse:
implied by such forwardeoking statements. Factors that could cause ofriboite to such differences include, but are notitéd to, thos
identified below and those discussed in the sediited “Risk Factors” included under Part Il, ItebA below. Furthermore, such forward-
looking statements speak only as of the date efrdport. Except as required by law, we undertakebiigation to update any forwaldeking
statements to reflect events or circumstances #iféedate of such statements.

Company Overview

Yelp connects people with great local businesses.uSers have contributed a total of approximadyb million cumulative reviews
almost every type of local business, from restasgtdyoutiques and salons to dentists, mechanigmlgrs and more. These reviews are wi
by people using Yelp to share their everyday Ideeiness experiences, giving voice to consumershanding “word of mouth”online. The
information these reviews provide is valuable fonsumers and businesses alike. Approximately 1®8libn unique visitors used our webs
and our mobile application was used on approxingat8l4 million unique mobile devices on a monthleiage basis during the quarter er
June 30, 2013, according to Google Analytics, alpeb from Google, Inc. that provides digital markgtintelligence. Businesses of all si
use our platform to engage with consumers at thiealrmoment when they are deciding where to spthieit money. Our business revol
around three key constituencies: the contributdre write reviews, the consumers who read them adoical businesses that they describe.

As of June 30, 2013, we are active in 56 Yelp m@rkethe United States and 50 Yelp markets intevnally. This footprint represent:
small portion of the potential domestic and int¢ioraal markets that we are currently targeting égpansion. Our domestic expansion p
include growth in our existing markets as well ggamsion into new markets, many of which are sméfian our current markets, as we loo
expand our breadth of coverage.

Internationally, as we are in the early stagesstdtdishing our footprint, we are targeting a mfiooth large and small markets. In Octc
2012, we acquired Qype GmbH, a Germany-based reviegbsite (collectively with its subsidiaries, “@/p through our whollyswnec
subsidiary, Yelp Ireland Ltd. We believe the acdige of Qype will accelerate the expansion of dnternational footprint, specifically
Europe, and together we will have a substantialtygased presence in these markets. As of Jurgd38, we had migrated three Qype mai
— Ireland, Italy and Spain —te the Yelp platform. For the six months ended J8®e2013, revenue generated internationally adeouior five
percent of total revenue.

As we continue to see growth in our key metrics,expect to invest in product development to expamdplatform by innovating ai
introducing new products to our website and moapelications. For example, on July 24, 2013, weusted SeatMe, Inc., a web- and app
based reservation solution for restaurant and Iifighgstablishments (“SeatMe”Jn connection with the acquisition, all of the datsling
capital stock and options to purchase capital std&eatMe were converted into the right to receineaggregate of approximately $2.2 mil
in cash and 260,901 shares of our Class A comnuak.sfVe expect the acquisition of SeatMe to hav@mal impact on our revenue near ti
but increase our operating expenses by approxiyn&&00,000 in the third quarter of 2013. We beli¢ive acquisition of SeatMe will bc
enhance user experience and complement our exjsirgership arrangements.

Our overall philosophy is to invest for loigrm growth. During the remainder of 2013, we expecontinue to invest heavily in our s¢
and marketing efforts to grow domestically and iinégionally, complete the integration of Qype, d®djin the integration of SeatMe. As
June 30, 2013, we had 1,536 employees, which repiean increase of 40% compared to June 30, 2012.
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Critical Accounting Policies and Estimates

Our consolidated financial statements are prepamedccordance with accounting principles generaltgepted in the United Sta
(“GAAP"). The preparation of these consolidated financiakstants requires us to make estimates and assursitiat affect the report
amounts of assets, liabilities, revenue, expensdsrelated disclosures. We evaluate our estimatdsaasumptions on an ongoing basis.
estimates are based on historical experience amglgaother assumptions that we believe to be redde under the circumstances. Our a
results could differ from these estimates.

We believe that the assumptions and estimates iagstavith revenue recognition, website and inteuse software development co
income taxes and stodkased compensation have the greatest potentiaktropaour consolidated financial statements. Theegfwe consid:
these to be our critical accounting policies artthestes.

There have been no material changes to our criticabunting policies and estimates as comparekletaiitical accounting policies a
estimates described in our Annual Report on Forrf I6r the year ended December 31, 2012.

Key Metrics

We regularly review a number of metrics, includihg key metrics set forth below, to evaluate ousifess, measure our performa
identify trends in our business, prepare finangiajections and make strategic decisions.

e ReviewsNumber of reviews represents the cumulative nunadfereviews submitted to Yelp since inception, asttef periodend
including reviews that were then being filteredtlvat had been removed from our platform. In additio the text of theeview, eac
review includes a rating of one to five stars. \Welude filtered and removed reviews because dahein areeither currently accessit
on our platform or were accessible at some poitinike, providing information that may be usefot users to evaluate businesses
individual reviewers. Because our filtering tecltogyt continually reassesses whimviews to filter based on new information,
“filtered” or “unfiltered” status of reviews may ahge over time. Revievibat are being filtered or have been removed ddauior intc
a business’s overall star rating. By clicking &lon a reviewed businesspage on our website, users can access the diltev@ews fo
the business, as well as the star rating@heér information about reviews that we removedviofation of our terms of service. As
June 30, 2013, approximateB9.4 million reviews were available on businessfifggages, including approximately 10.0 mill
reviews that were beinfijitered, after accounting for the approximatel® 3nillion reviews that had been removed from owtfpkm
either by us for violation of our terms of servimeby the users who contributed them.

The following table presents the number of cumutateviews as of the dates presented:

As of June 30,

2013 2012
(in thousands)
Reviews 42,52¢ 30,25¢

e Unique Visitors.Unique visitors represent the average number ofthipmnique visitors over a given three-month perid/e define
monthly unique visitors as the total number of weityisitors who have visited our website at leasteoin a givermonth, and w
average the number of monthly unique visitors icheaonth of a given three-month period to calcudaterage monthly unique visita
We track unique visitors based on the number dfors with unique cookies who hawgsited our website using either a compute
mobile browser, as measured by Google Analyticsqunvisitors do noinclude visitors who access our platform through mobile
app. For the quarter ended June 30, 2013, our mapjp wasised on approximately 10.4 million unique mobileides on a month
average basis. Because the number of unigitors is based on visitors with unique cookias,individual who accesses our wek
from multiple devices with differertookies will be counted as multiple unique visit@sd multiple individuals who access our wel
from a shared device with a single cookie will lbeited as a single unique visitor.

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

Three Months Ended
June 30,
2013 2012
(in thousands)
Unique Visitors 108,05¢ 78,32¢
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e Claimed Local Business Locationshe number of claimed local business locations esgmts the cumulative number lofisines
locations that have been claimed on Yelp worldvsitee 2008, as of a given date. We define a clailmeal business location as e
business address for which a business representasits our website and claims the free businistiag page for the business locate
that address.

The following table presents the number of cumuatlaimed local business locations as of the daesented:

As of June 30,

2013 2012
(in thousands)
Claimed Local Business Locations 1,22: 791

e Active Local Business Accounthe number of active local business accounts repteshe number of active local businassount
from which we recognized revenue in a given thremyim period. We treat business accounts that Heeamepayment and/or us
information as a single business account.

The following table presents the number of activeal business accounts from which we recognizedme® in the given thremontt
periods presented:

Three Months Ended
June 30,
2013 2012
(in thousands)
Active Local Business Accounts 51 32

e Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measurettge calculate as net income (loss), adjusteéxtdude
provision (benefit) for income taxes; other incorfexpense), net; interest income; depreciation ambrézation; stockbase:
compensation; and restructuring and integratioriscdd/e believe that adjusted EBITDA provides uséfifibrmation to investors
understanding and evaluating our operating resolthe same manner as our management and boartlectads. This norGAAP
information is not necessarily comparable to nonABAnformation of other companies. N@AAP information should not be view
as a substitute for, or superior to, net incomssgrepared imccordance with GAAP as a measure of our profitgbdr liquidity.
Users of this financial information should consitiez types of events and transactions for whichsidjents have been made.

The following is a reconciliation of adjusted EBIADRo net income (loss) below for the periods intkch

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(in thousands)

Reconciliation of Adjusted EBITDA:

Net loss $ @B7¢) $ (198) $ (567) $ (11,789
Provision for income taxes 232 6€ 27¢€ 97
Other income (expense), net 66 (22 267 8
Depreciation and amortization 2,631 1,661 5,11t 3,022
Stock-based compensation 5,71: 1,85¢ 10,31¢ 9,28
Restructuring and integration costs — — 67% —

Adjusted EBITDA $ 7770 $ 1581 $ 1097« $ 63C

Adjusted EBITDA

To provide investors with additional informatiorgeeding our financial results, we have disclosethatable above and elsewhere in
Quarterly Report on Form 10-Q adjusted EBITDA, aa#®AAP financial measure. We have provided a rec@imh above of adjust
EBITDA to net loss, the most directly comparable ZAfinancial measure. The stoblased compensation amount of $5.7 million and ¢
million for the three and six months ended June 3W3, respectively, excludes approximately zerd &0.6 million of stockease:
compensation, respectively, related to the Qypeiaitapn already included in restructuring and gregion costs.
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We have included adjusted EBITDA in this Qadyt Report on Form 1@ because it is a key measure used by our managemeoar
of directors to understand and evaluate our comrating performance and trends, to prepare andoappmur annual budget and to dew
short- and longerm operational plans. In particular, the exclosad certain expenses in calculating adjusted EBITé&an provide a uset
measure for period-tperiod comparisons of our core business. Accorglingke believe that adjusted EBITDA provides useffibrmation ir
understanding and evaluating our operating regulise same manner as our management and boaekcffods.

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

e although depreciation and amortization are nash charges, the assets being depreciated antizadonay have to be replaced in
future, and adjusted EBITDA does not reflect cagbital expenditure requirements for such replacésn@nfor new capital expenditt
requirements;

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

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

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

e adjusted EBITDA does not take into account restmiieg) and integration costs associated with ounsttipn of Qype; and

e other companies, including companies in our ingustray calculate adjusted EBITDA differently, whicbduces its usefulness &
comparative measure.

Because of these limitations, you should considgrsted EBITDA alongside other financial performameasures, including various ¢
flow metrics, net income (loss) and our other GA#®Bults.

Results of Operations

The following tables set forth our results of opienas for the periods presented as a percentagetofevenue for those periods (cer
items may not foot due to rounding). The periogériod comparison of financial results is not neaedy indicative of the results of operati
to be anticipated for the full year 2013 or anyfetperiod.

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(as percentage of net revenue)

Consolidated Statements of Operations Data:
Net revenue by produc

Local advertising 81% 7% 83% 78%
Brand advertising 13 18 12 16
Other services 6 5 5 6
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 56 62 58 65
Product development 15 13 15 14
General and administrative 18 18 19 28
Depreciation and amortization 5 5 5 5
Restructuring and integration costs — — 1 —
Total costs and expenses 101 10€ 10t 11¢
Loss from operations 1) (6) (5) (29

Other income (expense), net — — — —



Provision for income taxes — _ — —
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Three and Six Months Ended June 30, 2013 and 2012

Net Revenue

We generate revenue from local advertising, braherising and other services, including Yelp Deatsl partner arrangements.
following provides a description of our revenuegrgduct:

Local Advertising. We generate revenue from local advertising pmograincluding enhanced profile pages and perforeaaua
impression-based advertising in search resultsets®ivhere on our website and our mobile app.

Brand Advertising We generate revenue from brand advertising thrdbg sale of display advertisements (both graphit text) on ot
website and our mobile app, including advertisesidérdm leading national brands in the automobilearfcial services, logistics, consul
goods and health and fitness industries. We aleergée brand revenue from fixed-price brand spaisps.

Other ServicesWe generate other revenue through the sale of Delpls and Gift Certificates, monetization of remnadvertising
inventory through thirgparty ad networks and various partner arrangeméfefp Deals allow merchants to promote themselves affel
discounted goods and services on a tieaé- basis to consumers directly on our websiterantile app. We earn a fee on Yelp Deals for a
as an agent in these transactions, which we remoainet basis and include in revenue upon a comssipurchase of the deal. Gift Certifice
allow merchants to sell fulpriced gift certificates directly to customers thgh their business profile page. We earn a feechasg¢he amou
of the Gift Certificate sold, which we record omet basis and include in revenue upon a consunper'chase of the Gift Certificate. We ¢
generate a portion of our revenue through fixeddiee@ revenue-sharing arrangements with partner animp. Currently, our revensiaring
partner arrangements provide consumers on the platfiorm with the ability to make reservations ander food, as well as allow third pe
data providers to update business listing inforamatin behalf of businesses.

Three Months Ended Six Months Ended
June 30, 2012to June 30, 2012to
2013 2012 2013% 2013 2012 2013%
(dollars in thousands) Change (dollars in thousands) Change
Net revenue by produc
Local advertising $44,79: $ 25,25t 7% $ 83,76« $ 46,72¢ 7%
Brand advertising 7,04¢ 5,70z 24 11,80¢ 9,691 22
Other services 3,17¢ 1,69t 87 5,58¢ 3,61 55
Total net revenue $ 55,02 $ 32,65: 69% $ 101,15¢ $ 60,03¢ 68%
Net revenue by produc
Local advertising 81% 7% 83% 78%
Brand advertising 13 18 12 1€
Other services 6 5 5 6
Total net revenue 10(% 10(% 10C% 100%

Total net revenue increased $22.4 million, or 68%he three months ended June 30, 2013, compardtktthree months ended June
2012. Our local advertising revenue increased $h8ilBon, or 77%, primarily due to a significantdrease in the number of custon
purchasing local advertising plans as we expandedales force to reach more local businessesbéund advertising revenue increased
million, or 24%, primarily due to an increase i tverage spend per brand advertiser driven pitiyrariincreased advertising impressions
brand advertiser. In addition, our other servie&nue increased by $1.5 million, or 87%, primadlil)e to an increase in revenue from the
of Yelp Deals and remnant advertising inventory finth added partnership arrangements.
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Total net revenue increased $41.1 million, or 68%he six months ended June 30, 2013, compar#tetsix months ended June 30, 2
Our local advertising revenue increased $37.0 omijlior 79%, primarily due to a significant incredsehe number of customers purcha:
local advertising plans as we expanded our salee fim reach more local businesses. Our brand gsingrrevenue increased $2.1 million
22%, primarily due to an increase in the averagsmdper brand advertiser driven primarily by inseghadvertising impressions per br
advertiser. In addition, our other services reveinaeeased $2.0 million, or 55%, primarily due toiacrease in revenue from the sale of ®
Deals and remnant advertising inventory and froateddpbartnership arrangements.

Cost of Revenue

Our cost of revenue consists primarily of dredrd processing fees, web hosting, Internetisesvcosts and salaries, benefits and stoc
based compensation for our infrastructure teamste®@lto operating our website, as well as creatiesign for brand advertising, vic
production expenses and allocated facilities ca¥ts currently expect cost of revenue to increasaroabsolute basis and remain relatively
as a percentage of revenue in the near term asjstemt with our investment philosophy we continaeexpand data center capacity
headcount associated with supporting our websitenambile.

Three Months Ended Six Months Ended
June 30, 2012 tc June 30, 2012 tc
2013 2012 2013 % 2013 2012 2013 %
(dollars in thousands) Change (dollars in thousands) Change
Cost of revenue $ 4,01¢ $ 2,29 75% $ 7,35¢ $ 4,42¢ 66%
Percentage of net revenue % % % 7%

In the three months ended June 30, 2013, coswehtes increased $1.7 million, or 75%, comparedhéothiree months ended June 30, 2
This increase was primarily attributable to an &ase of $0.5 million in outside hosting and Intésevice fees, which are necessary to su
the increase in visitors to our website and trati@ias completed on our website. In addition, satogts, including video production, for act
local business pages increased by $0.3 milliontduacreased demand by local businesses for vigetheir business pages, and expe
related to creative design for brand advertisingt@mers increased $0.1 million. Merchant fees eelab credit card transactions for Ic
advertising also increased $0.4 million, and weeadgersonnel to support our website infrastruateselting in an increase of $0.4 million.

In the six months ended June 30, 2013, cost ofreyéncreased $2.9 million, or 66%, compared tosikemonths ended June 30, 2(
This increase was primarily attributable to an @ase of $0.8 million in outside hosting and Intésevice fees, which are necessary to su
the increase in visitors to our website and tratisas completed on our website. In addition, setogts, including video production, for act
local business pages increased by $0.5 million.client fees related to credit card transactionfoftal advertising also increased $0.8 mill
and we added personnel to support our websitesiméreture resulting in an increase of $0.7 million.

Sales and Marketing

Our sales and marketing expenses primarily consissalaries, benefits, stoddlased compensation, travel expense and inct
compensation for our sales and marketing employkesddition, sales and marketing expenses incllgness acquisition marketil
community management, branding and advertisingscastwell as allocated facilities and other suppgroverhead costs. We incur almos
sales and marketing expense to acquire trafficitonebsite or mobile app. Our Community Manageesrasponsible for growing and fostel
local communities and coordinating events to rae@reness of our brand. We expect our communityagement costs to increase as
continue to expand to new markets and within existinarkets. We expect our sales and marketing e&geto continue to increase t
domestically and internationally as we expand aunestic and international footprint, increase thenber of active local business accol
and continue to build our brand. The substantigbnity of these expenses will be related to hiflbgmmunity Managers and an internatic
sales force. We expect our sales and marketing,cosfuding community management costs, to in&reasl to be our largest expense fol
foreseeable future. For the three months ended 32013, we spent $5.1 million related to oueinational sales and marketing operal
compared to $3.1 million for the three months endienke 30, 2012. For the six months ended June((R, 2ve spent $10.4 million relatec
our international sales and marketing operatiomspared to $5.2 million for the six months endedelJ8@, 2012.
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Three Months Ended Six Months Ended

June 30, 2012to June 30, 2012to

2013 2012 2013% 2013 2012 2013%

(dollars in thousands) Change (dollars in thousands) Change

Sales and marketing $ 30,80: $ 20,33 51% $ 58,99 $ 39,10! 51%
Percentage of net revenue 56% 62% 58% 65%

In the three months ended June 30, 2013, salemarkkting expenses increased $10.5 million, or 5ddmpared to the three months er
June 30, 2012. The increase was primarily attritdetto an increase in headcount and related expefsks.7 million, including an increase
stockbased compensation of $1.4 million, as we exparmedsales organization to take advantage of thekehaspportunity created
increased recognition of the value of our platfand increased use of our free online business at£oAs a result of our increase in
revenue, our commission expenses also increas&dnfifion. In addition, we experienced an incre@séacilities and related allocations
$1.1 million and domestic and international markgtand advertising costs of $0.2 million.

In the six months ended June 30, 2013, sales amkketiteg expenses increased $19.9 million, or 518Mmmared to the six months en
June 30, 2012. The increase was primarily attrifdatéo an increase in headcount and related expariskl 3.3 million, including an increas¢
stockbased compensation of $2.2 million, as we exparmedsales organization to take advantage of thekehaspportunity created
increased recognition of the value of our platfand increased use of our free online business at€oAs a result of our increase in
revenue, our commission expenses also increasédnfiBion. In addition, we experienced an increasédacilities and related allocations
$2.7 million and domestic and international markgtand advertising costs of $0.3 million.

Product Developmer

Our product development expenses primarily consfssalaries, benefits and stobksed compensation for our engineers, prc
management and information technology personneladdition, product development expenses includesideitservices and consulti
allocated facilities and other supporting overheasts. We believe that continued investment inuiest software development tools and «
modification is important to attaining our strategibjectives, and, as a result, we expect prodeeeldpment expense to increase for
foreseeable future.

Three Months Ended Six Months Ended
June 30, 2012to June 30, 2012to
2013 2012 2013% 2013 2012 2013%
(dollars in thousands) Change (dollars in thousands) Change
Product development $ 7,991 $ 4,33¢€ 84% $ 15,23¢ $ 8,47¢ 80%
Percentage of net revenue 15% 13% 15% 14%

In the three months ended June 30, 2013, prodwela@ment expenses increased $3.7 million, or &Mpared to the three months er
June 30, 2012. The increase was primarily attrtdetéo an increase in headcount and related exparisk?.9 million, including an increase
stockbased compensation of $0.8 million, and an incred®.5 million in the use of outside consultaasswe continued to invest in add
features and functionality to our website and n®lipp. In addition, we experienced an increaseadilities and related expenses of ¢
million.

In the six months ended June 30, 2013, productlderent expenses increased $6.8 million, or 80%mp=ved to the six months en
June 30, 2012. The increase was primarily attrtdetéo an increase in headcount and related exparisks.5 million, including an increase
stockbased compensation of $1.3 million, and an incred®.8 million in the use of outside consultaasswe continued to invest in add
features and functionality to our website and n®lipp. In addition, we experienced an increaseadilities and related expenses of ¢
million.

General and Administrative

Our general and administrative expenses primadhsist of salaries, benefits and stdidsed compensation for our executive, finance,
operations, legal, human resources and other asimdtive employees. In addition, general and adstrative expenses include outs
consulting, legal and accounting services andifesland other supporting overhead costs not atéatto other departments. We expec
general and administrative expenses to increasthéoforeseeable future as we continue to expandwsiness and incur additional expel
associated with being a publicly traded company.
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Three Months Ended Six Months Ended

June 30, 2012to June 30, 2012to

2013 2012 2013% 2013 2012 2013%

(dollars in thousands) Change (dollars in thousands) Change

General and administrative $ 10,14 $ 5,96 70% $ 18,91 $ 16,69 13%
Percentage of net revenue 18% 18% 18% 28%

In the three months ended June 30, 2013, genedah@ministrative expenses increased $4.2 milliory,08%6, compared to the three mot
ended June 30, 2012. The increase was primariljpaiéble to an increase in headcount and relaxpéreses of $2.8 million, including
increase in stockased compensation of $1.7 million. Additionallye wivested in our systems and support for the drasfitthe busine:
through the use of outside consultants, which duouited to the increase by $0.9 million and hadremegase in bad debt expense of $0.4 mil
In addition, we experienced an increase in faesitind related expenses of $0.1 million.

In the six months ended June 30, 2013, generakdnnistrative expenses increased $2.2 million] 3%, compared to the six mon
ended June 30, 2012. The increase was primariipuattible to an increase in headcount and relatpdreses of $2.3 million. This increase
offset by a decrease in stobksed compensation expense of $2.7 million relptidarily to the acceleration of vesting of stogkions held b
two executives in connection with the completiortta# IPO last year, which was offset with grantdenduring the period. Additionally, \
invested in our systems and support for the graftthe business through the use of outside comgsl|tavhich contributed to the increase
$1.2 million, and had an increase in legal expené&.4 million. In addition, we experienced agrigase in facilities and related expense
$0.3 million and an increase in bad debt expen$dd million.

Depreciation and Amortizatiot

Depreciation and amortization expenses primarilpstgi of depreciation on computer equipment, softwdeasehold improvemer
capitalized website and internal software develapneests and amortization of purchased intangitWés.expect depreciation and amortiza

expenses to increase for the foreseeable futumgeasontinue to expand our technology infrastructame obtain new facilities due to «
growth.

Three Months Ended Six Months Ended
June 30, 2012to June 30, 2012to
2013 2012 2013% 2013 2012 2013%
(dollars in thousands)  Change (dollars in thousands)  Change
Depreciation and $ 2,637 $ 1,661 59% $ 5,11¢ $ 3,027 69%
amortization
Percentage of net revenue 5% 5% 5% 5%

In the three months ended June 30, 2013, depmatiamd amortization expense increased $1.0 millkwr59%, compared to the th
months ended June 30, 2012. The increase was fyirtteg result of our investments in expanding teohnology infrastructure and cap
assets to support our increase in headcount atltessrganization. Depreciation and amortizatiomtesl to our fixed assets and capital
website and internal use software development éosteased $0.4 million and $0.1 million, respeelyv In addition, amortization related
our intangibles increased $0.5 million primarilyedio the intangibles acquired in the Qype acqoisiti

In the six months ended June 30, 2013, depreciatichamortization expense increased $2.1 millior§986, compared to the six mon
ended June 30, 2012. The increase was primarilyethglt of our investments in expanding our tecbgglinfrastructure and capital asset
support our increase in headcount across the ag@on. Depreciation and amortization related tofowed assets and capitalized website
internal use software development costs increa@e®irillion and $0.3 million, respectively. In atidn, amortization related to our intangit
increased $1.0 million primarily due to the intarigs acquired in the Qype acquisition.
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Restructuring and Integration Cost

Three Months Ended Six Months Ended
June 30, 2012to June 30, 2012to
2013 2012 2013% 2013 2012 2013%
(dollars in thousands) Change (dollars in thousands)  Change
Restructuring and Integration $ — $ — — $ 67F $ — N/A
Costs
Percentage of net revenue — — 1% —

In the six months ended June 30, 2013, we incuesttucturing and integration costs of $0.7 millicompared to zero for the six mor
ended June 30, 2012. In the quarter ended Marcl2@l3, we announced our plan to further reducesthe of the Qype workforce. The
actions were made in order to reduce our cost tsireicenhance operating efficiencies and strengthenbusiness to achieve lobgnT
profitable growth. We incurred the restructuringlantegration costs of $0.7 million as a resulthas plan in the six months ended June
2013. The restructuring plan was substantially detep during the six months ended June 30, 2013e¥pect that any additional expe
related to this restructuring plan incurred in fimire will be immaterial.

Other Income (Expense), Net

Other income (expense), net consists primarilyhef interest income earned on our cash and caskiadgpiis and foreign exchange g
and losses.

Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
(in thousands) (in thousands)
Interest income $ 14 $ 13 $ 30 $ 18
Transaction gain (loss) on foreign exchange (612) 11 (223 (20
Other non-operating income (loss), net (19 2 (74) (16)
Other income (expense), net $ (66) $ 22 $ (26) $ (9

In the three months ended June 30, 2013, othemadexpense), net decreased $0.1 million compardidet three months ended June
2012. The decrease whsgely driven by an unfavorable change in foreigmrency exchange rates, primarily the exchange ratween tt
British Pound and Euro, which contributed to trarieam losses on foreign exchange in the three nsoatided June 30, 2012 compared
gain in 2012.

In the six months ended June 30, 2013, other ing@xmgense), net decreased $0.3 million comparéetsix months ended June 30, 2
The decrease was largely driven by an unfavoradage in foreign currency exchange rates, priménidyexchange rate between the Br
Pound and Euro, which contributed to larger tratisadosses on foreign exchange in the six monitioed June 30, 2012 compared to a ge
2012.

Provision for Income Taxe:!

Provision for income taxes consists of federal stade income taxes in the United States and indawes in certain foreign jurisdictiol
deferred income taxes reflecting the net tax effe¢ttemporary differences between the carryingatsof assets and liabilities for finan
reporting purposes and the amounts used for in¢armpurposes, and the realization of net operdtisg carryforwards.

Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
(in thousands) (in thousands)
Provision for taxes $ 23z % 66 $ 27¢ $ 97

Liquidity and Capital Resource

As of June 30, 2013, we had cash and cash equisad&$96.8 million. Cash and cash equivalents isbio§ cash and money market fur
Cash held internationally as of June 30, 2013 wasaterial. We did not have any st-term or lon-term investments. Additionally, we do



have any outstanding bank loans or credit faclitie place. To date, we have been able to financeoperations, our acquisition of Qype
October 2012, and our acquisition of SeatMe in R0¢3 through proceeds from private and publicrfaiags, including our initial publ
offering in March 2012, and, to a lesser extemtyfithe exercise of stock options.
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Our future capital requirements and the adegud available funds will depend on many factorgluding those set forth underRisk
Factors” in this Quarterly Report on Form XQ- We believe that our existing cash and cash edgpiivs, together with any cash generated
operations, will be sufficient to meet our workiogpital requirements and anticipated purchasesogfgoty and equipment for at least the
12 months. However, this estimate is based on abeumf assumptions that may prove to be wrong aadteuld exhaust our available ¢
and cash equivalents earlier than presently aatieth We may require additional funds in the néxtribnths to respond to business challer
including the need to develop new features and ymsdor enhance existing services, improve our ajpey infrastructure or acqu
complementary businesses and technologies, anaidiicgly, we may need to engage in equity or dilatricings to secure additional funds.

Amounts deposited with third party financial ingtibns exceed the Federal Deposit Insurance Cdiporand Securities Inves
Protection Corporation, insurance limits, as agflie. These cash and cash equivalents could beciatpid the underlying financial institutio
fail or are subjected to other adverse conditionthée financial markets. To date we have experigmeeloss or lack of access to our cash
cash equivalents; however, we can provide no assesathat access to our invested cash and cashabmis will not be impacted by adve
conditions in the financial markets.

Cash Flows
The following table summarizes our cash flows far periods presented.

Six Months Ended June 3C
2013 2012
(in thousands)

Condensed Consolidated Statements of Cash Flows

Data:

Purchases of property, equipment and software $ (496) $ (1,92)
Depreciation and amortization 5,11¢ 3,022
Cash flows provided by (used in) operating aceiti 5,11¢ (2,440
Cash flows used in investing activities (7,720 (9,525
Cash flows provided by financing activities 4,111 113,01¢

Operating Activities

We generated $5.1 million of cash in operatingvét@s in the six months ended June 30, 2013, pilyneesulting from our net loss of $¢
million, offset by non-cash depreciation and anzation of $5.1 million, non-cash stock-based comspéon of $10.9 million and nocast
provision for doubtful accounts of $1.3 million. &aldition, operating assets and liabilities change&6.6 million, primarily due to the timii
of payments to vendors and collections on our atoteceivable during the six months ended Jun@@®I3.

We used $2.4 million of cash in operating actigtia the six months ended June 30, 2012, primaeylting from our net loss of $1.
million, offset by non-cash depreciation and anzation of $3.0 million and non-cash stds&sed compensation of $9.3 million. In addit
operating assets and liabilities changed by $3.liomj primarily due to the timing of payments tendors and an increase in acco
receivable as a result of increased billings dutireggsix months ended June 30, 2012.

Investing Activities

Our primary investing activities in the six mon#rsded June 30, 2013 consisted of purchases of fyaped equipment to support the b
out of our data centers, leasehold improvementsdomew headquarters building in San Franciscoth@egurchase of technology hardwar
support our growth in headcount and software topettpwebsite and mobile app development, websiteraijpns and our corpor:
infrastructure. Purchases of property and equipnanivell as leasehold improvements, may vary fpeniod to period due to the timing of
expansion of our offices, operations and websit iaternaluse software and development. We expect to contimuevest in property ai
equipment, leaseholds and the development of sodtfea the remainder of 2013 and thereafter.

We used $7.7 million of cash in investing acti\stiduring the six months ended June 30, 2013. Csesth im investing activities primar
related to an increase in expenditures related @bsite development of $2.1 million and purchasegroperty, equipment, software ¢
leasehold improvements of $5.0 million to suppant growth in the business. Restricted cash incobhgeb1.8 million related to office leas
Cash used in investing was offset by $1.2 millidrcash released from escrow related to the Qypeisitign, recorded as a measuren
period adjustment to the initial fair value of thequired assets and liabilities during the six msmnded June 30, 2013.
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We used $9.5 million of cash in investing actidtiduring the six months ended June 30, 2012. Csath im investing activities primar
related to an increase in restricted cash of $6lldomin connection with new leases executed dytime six month period, as well as purch
of property, equipment and software of $1.9 milltonsupport our growth in the business and experefitrelated to website developmer
$1.6 million.

Financing Activities

During the six months ended June 30, 2013, we gé$4.4 million in financing activities primaritiue to net proceeds from the issu:
of common stock upon the exercise of stock options.

During the six months ended June 30, 2012, we vede$122.6 million in proceeds from our initial picboffering. We incurred $10
million related to offering costs in connection kvihe initial public offering, including underwriteommission and discounts associated
the transaction. With the exception of our initiiblic offering, our financing activities duringetsix months ended June 30, 2012 cons
primarily of net proceeds from the issuance of camrstock upon the exercise of stock options.

Off Balance Sheet Arrangements
We did not have any off balance sheet arrangenie2@812 or the first six months of 2013.
Contractual Obligations

We lease various office facilities, including owrporate headquarters in San Francisco, Califourider operating lease agreements
expire from September 2013 to 2021. The terms ®fl¢ase agreements provide for rental payments gnaduated basis. We recognize
expense on a straighibe basis over the lease periods. We do not hayedabt or material capital lease obligations, ataf our property
equipment and software have been purchased with éasof June 30, 2013, we had no material lterga purchase obligations outstanc
with any vendors or third parties. Our future mioimpayments under narancelable operating leases for equipment andeofficilities are ¢
follows as of June 30, 2013:

Payments Due by Period
Less More
Than Than
Total lYear 1-3Years 3-5Years 5 Years
(in thousands)
Operating lease obligations $90,84¢ $11,16( $ 39,876 $ 28,334 $11,47¢

The contractual commitment amounts in the tablevalzoe associated with agreements that are enfdecaad legally binding. Obligatio
under contracts that we can cancel without a samf penalty are not included in the table above.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We have operations both within the United States iaternationally, and we are exposed to markédsris the ordinary course of ¢
business. These risks include primarily interets, oreign exchange risks and inflation.

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

The primary objective of our investment activitissto preserve principal while maximizing incomethwaiut significantly increasing ris
Because our cash and cash equivalents have arebfaghort maturity, our portfolig fair value is relatively insensitive to intereste change
During the six months ended June 30, 2013, we mrted that the nominal difference in basis poirds ifivesting our cash and ci
equivalents in longeterm investments did not warrant a change in ouestment strategy. In future periods, we will coné to evaluate o
investment policy in order to ensure that we cardito meet our overall objectives. We believe aoftygtical 10% increase in interest rate
of June 30, 2013 would have an immaterial impaabaminvestment portfolio.
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Foreign Currency Exchange Risk

We have foreign currency risks related to our reeand operating expenses denominated in curreties than the U.S. doll;
principally the British pound sterling and the Eufithe volatility of exchange rates depends on miacyors that we cannot forecast v
reliable accuracy. Although we have experiencedwiliccontinue to experience fluctuations in outt mecome (loss) as a result of transac
gains (losses) related to revaluing certain caséinbas, trade accounts receivable balances andaontpany balances that are denominat:
currencies other than the U.S. dollar, we believeypothetical 10% strengthening/(weakening) of th&. dollar against the British pot
sterling, either alone or in combination with a bghetical 10% strengthening/(weakening) of the Wd@lar against the Euro would not ha
material impact on our results of operations. i ¢lrent our foreign sales and expenses contininetease, our operating results may be 1
greatly affected by fluctuations in the exchangegaf the currencies in which we do businesshisttime we do not, but we may in the futi
enter into derivatives or other financial instrurigeim an attempt to hedge our foreign currency arge risk. It is difficult to predict the impi
hedging activities would have on our results ofrafiens.

Inflation Risk

We do not believe that inflation has had a matexfdct on our business, financial condition omftsof operations. If our costs were
become subject to significant inflationary pressume may not be able to fully offset such highasts through price increases. Our inabilit
failure to do so could harm our business, finanoiaddition and results of operations.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures fefined in Rules 13a-15(e) and 1Hs{e) under the Exchange Act, that are design
ensure that information required to be disclosedabgompany in the reports that it files or subniitgler the Exchange Act is recorc
processed, summarized and reported, within the pan@ds specified in the SECtules and forms. Disclosure controls and procslimclude
without limitation, controls and procedures desifjt@ ensure that information required to be disioby a company in the reports that it 1
or submits under the Exchange Act is accumulatetd cammunicated to the compasymanagement, including its principal executive
principal financial officers, as appropriate taalltimely decisions regarding required disclosure.

Our management, with the participation of Ghief Executive Officer and our Chief FinancidffiCer, evaluated the effectiveness of
disclosure controls and procedures as of June@BIB.Based on the evaluation of our disclosurerotmtind procedures as of June 30, 2
our Chief Executive Officer and Chief Financial Offr concluded that, as of such date, our discéosantrols and procedures were effecti
the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control ovweairftial reporting identified in connection with thealuation required by Rule 13&(d
and 15d-15(d) of the Exchange Act that occurrednduthe period covered by this Quarterly Reporfonm 106 that has materially affectt
or is reasonably likely to materially affect, ontérnal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive @ffiand Chief Financial Officer, believes that oigctbsure controls and procedt
and internal control over financial reporting aesigned to provide reasonable assurance of achi¢h@ir objectives and are effective at
reasonable assurance level. However, our managefoestnot expect that our disclosure controls andgulures or our internal control o
financial reporting will prevent all errors and #&thud. A control system, no matter how well comedi and operated, can provide ¢
reasonable, not absolute, assurance that the mejgedf the control system are met. Further, th@gieof a control system must reflect the
that there are resource constraints, and the teméftontrols must be considered relative to thests. Because of the inherent limitations i
control systems, no evaluation of controls can g®wabsolute assurance that all control issuesiastdnces of fraud, if any, have b
detected. These inherent limitations include tladities that judgments in decision making can hdtyaand that breakdowns can occur bec
of a simple error or mistake. Additionally, congatan be circumvented by the individual acts of egarsons, by collusion of two or m
people or by management override of the contrdie. design of any system of controls also is basexhit upon certain assumptions abou
likelihood of future events, and there can be rsuemce that any design will succeed in achievisgtated goals under all potential fu
conditions; over time, controls may become inadéesumecause of changes in conditions, or the degfesompliance with policies
procedures may deteriorate. Because of the inhéneitdtions in a coseffective control system, misstatements due torerdraud may occi
and not be detected.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In February and March 2010, we were sued in twatpué class actions on behalf of local businessseréing various causes of action bi
on claims that we manipulated the ratings and vevien our platform to coerce local businesses t{odar advertising products. These ci
were subsequently consolidated in an action asgediaims for violation of the California Busine&s Professions Code, extortion ¢
attempted extortion based on the conduct they allyl seeking monetary relief in an unspecified warhand injunctive relief. In Octok
2011, the court dismissed this consolidated aatitim prejudice. The plaintiffs have appealed to th8. Court of Appeals for the Ninth Circi
which heard the appeal on July 11, 2013. The N@itouit has not yet issued a decision. Accordinglg, are currently unable to reason:
estimate either the probability of incurring a lassan estimated range of such loss, if any, froiw appeal.

Qype, our indirect whollyowned subsidiary, is party to a lawsuit regardiegsf payable for directory data that Qype and #slgress:
purchased from Deutsche Telekom AG (“Deutsche Teték between 2005 and 2008 at a rate set by the Germder& Network Agenc
(“FNA"). Following German court decisions overturning thte get by the FNA, Deutsche Telekom sued QypedrRiagional Court of Bot
on August 26, 2010 for approximatelg.8 million plus interest for additional fees faatd delivered between 2005 and 2008. In August,
the court rejected Deutsche Teleksnelaim in full and Deutsche Telekom appealed theision to the Higher Regional Court of Colog
which referred the appeal to the Higher Regionalr€m Disseldorf in July 2012. The court heard dippeal in April 2013 and a decisiol
now expected in September 2013.

In addition, we are subject to legal proceedingsirag in the ordinary course of business. Althotighresults of litigation and claims can
be predicted with certainty, we currently do nolidae that the final outcome of any of these matteill have a material adverse effect on
business, financial position, results of operationsash flows.

ITEM 1A. RISK FACTORS

Our operations and financial results are subjecvawious risks and uncertainties, including thossctibed below, which could advers
affect our business, financial condition, resulfsoperations, cash flows and the trading price af €lass A common stock. You shi
carefully consider the risks and uncertainties digsd below before making an investment decisialditfonal risks not presently known to
or that we currently believe are immaterial mayoassgnificantly impair our business operations.

We have marked with an asterisk (*) those risksiilesd below that reflect substantive changes ftbmrisks described in our Anni
Report on Form 1-K for the year ended December 31, 2012.

Risks Related to Our Business and Industry

*We have a short operating history in an evolvingdustry, which makes it difficult to evaluate ounfure prospects and may increase
risk that we will not be successful.

We have a short operating history in an evolvirdustry that may not develop as expected, if atTdlls short operating history make
difficult to assess our future prospects. You stiadnsider our business and prospects in lightefrisks and difficulties we may encounte
this rapidly evolving industry. These risks andidiflties include our ability to, among other thing

e increase the number of users of our website andlenapp and the number of reviews and other corgemur platform;
e increase the revenue from advertisers on our wehsitl mobile app;

e continue to earn and preserve a reputation forigioy meaningful and reliable reviews of local mesises;

e effectively monetize our mobile products as usam@inues to migrate toward mobile devices;

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

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

e successfully compete with other companies thatcareently in, or may in the future enter, the besi of providing informatic
regarding local businesses;
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e successfully expand our business in new and egistiarkets, both domestic and international;
e successfully develop and deploy new features andyats;

o effectively integrate businesses we may acquidyding Qype and SeatMe;

e avoid interruptions or disruptions in our servicestower than expected load times;

e develop a scalable, higkerformance technology infrastructure that carcefitly and reliably handle increased usage glgbat wel
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 fopsrsonnel and operations; and
o effectively partner with other companies.

If the demand for information regarding local beesises does not develop as we expect, or if wéofadidress the needs of this demand
business will be harmed. We may not be able toessgfully address these risks and difficulties diedd, including those described elsewhe
these risk factors. Failure to address these aeldifficulties adequately could harm our busiress cause our operating results to suffer.

*We have incurred significant operating losses ihet past, and we may not be able to generate suficirevenue to achieve or mainte
profitability, particularly given our significant mgoing sales and marketing expenses. Our recentvgforate will likely not be sustainabl
and a failure to maintain an adequate growth ratélMadversely affect our results of operations abdsiness.

Since our inception, we have incurred significaperating losses, and, as of June 30, 2013, wemadaimulated deficit of approximat
$66.1 million. Although our revenues have grownidbpin the last several years, increasing from.$2®illion in 2008 to $137.6 million
2012, we expect that our revenue growth rate vadlidie in the future as a result of a variety aftdas, including the maturation of our busir
and the gradual decline in the number of major gagigic markets, especially within the United Statesvhich we have not already expan:
and you should not rely on the revenue growth gffaior quarterly or annual period as an indicatidmour future performance. We also ex|
our costs to increase in future periods as we goatto expend 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 accmgnéxpenses related to being a public company.

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

*We rely on traffic to our website from search emgis like Google, Bing and Yahoo!, some of which effproducts and services tt
compete directly with our solutions. If informatiofrom and links to our website are not displayed m®minently on search engine res
pages as those from competing products and seryitaffic to our website could decline and our busiss would be adversely affectt

Our success depends in part on our ability to @tinaers through unpaid Internet search resultseamch engines like Google, Bing
Yahoo!. The number of users we attract from seangfines to our website (including our mobile wedjsis due in large part to how and wt
information from and links to our website are digd on search engine result pages. The displahading rankings, of unpaid search res
can be affected by a number of factors, many ofclvlaire not in our direct control, and they may ¢jmafrequently. For example, a se:
engine may change its ranking algorithms, methagletoor design layouts. As a result, links to oebsgite may not be prominent enoug
drive traffic to our website, and we may not knoswhor otherwise be in a position to influence thsults. In some instances, search er
companies may change their displays or rankingsder to promote their own competing products ovises or the products or services of
or more of our competitors. Although traffic to omobile app is less reliant on search results thaffic to our website, growth in mob
device usage may not decrease our overall relians®earch results if mobile users use our mobilesite at the expense of our mobile ap)
fact, growth in mobile device usage may exacerbiaeisks associated with how and where our welisitisplayed in search results bec:
mobile device screens are smaller than desktop atancreens and therefore display fewer searditse€Our website has experien



fluctuations in search result rankings in the pastl we anticipate fluctuations in the future. Arguction in the number of users directe
our website could adversely impact our businessrasults of operations.
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Google in particular is the most significant souotdraffic to our website, accounting for more rihiaalf of the visits to our website fr
Internet searches during the three and six momttleceJune 30, 2013. Our success depends on oilly &bimaintain a prominent presenct
search results for queries regarding local busases Google. Google has removed links to our welimim portions of its web search proc
and has promoted its own competing products, inetu@oogles local products, in its search results. Givenlaéinge volume of traffic to ol
website and the importance of the placement anpladisof results of a user’search, similar actions in the future could haveubstantii
negative effect on our business and results ofatjpers.

If we fail to generate and maintain sufficient higlguality content from our users, we will be unabte provide consumers with tl
information they are looking for, which could negiately impact our traffic and revenue.

Our success depends on our ability to provide cmess with the information they seek, which in tdepends on the quantity and qu:
of the content provided by our users. For exampiemay be unable to provide consumers with therinétion they seek if our users do
contribute content that is helpful and reliable,ifothey remove content they previously submittedr example, our ability to provide hi
quality content may be harmed as consumers incrglgistontribute content through our mobile websitel mobile app because desl
contributions tend to be longer than content cboted through mobile devices. Similarly, we mayup@able to provide consumers with
information they seek if our users are unwillingctintribute content because of concerns that they Ime harassed or sued by the busin
they review, instances of which have occurred énghst and may occur again in the future. In aslditive may not be able to provide user:
information they seek if the information on ourtfdam is not up-todate. We do not phase out or remove dated revigmgs consumers m
view older reviews as less relevant, helpful oratge. If our platform does not provide currentamhation about local businesses or u
perceive reviews on our platform as less relevantprand and our business could be harmed.

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

*Our business may be harmed if users view our ptaith as primarily limited to reviews of restaurangéd shopping experiences.

Our user traffic could be adversely affected if somers perceive the utility of our platform to lmited to finding businesses in -
restaurant and shopping categories, which togettewunted for approximately 43% of the businedsaishitave been reviewed on our platf
and approximately 60% of our cumulative review®tiygh June 30, 2013. We believe that this conceotratf reviews is primarily due to t
frequency with which individuals visit specific bnssses or engage in certain activities versusratfi®r example, an individual may eat
restaurant three times in one week or go shoppimg @ week, but the same individual is unlikelyigit a mechanic, get a haircut or us
home or local service with the same frequency. H@wef the high concentration of reviews in theteairant and shopping categories gene
a perception that our platform is primarily limitéd these categories, traffic may decline and atbheg customers may be less likely
perceive value from using our services, which cdwddn our business.

If our technology filters helpful content or failgo 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 filter teom that we believe may be offensive, biased, liatnie or otherwise unhelpful, \
cannot guarantee that our efforts will be effectireadequate. In addition, some consumers and ésses have expressed concern the
technology inappropriately filters legitimate rew® which may cause them to stop or reduce thedrafsour platform or our advertisi
solutions. If the performance of our filter provieadequate or ineffective, our reputation and braray be harmed, users may stop using
products and our business and results of operationsl be adversely affected.

Our business depends on a strong brand, and anyufai to maintain, protect and enhance our brand wduhurt our ability to retain ol
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 beliesecbiatributed significantly to the success of ousibess. Maintaining, protecting ¢
enhancing the “Yelp'brand is critical to expanding our base of users agvertisers and increasing the frequency withctvhihey use ol
solutions, and will depend largely on our abilibyrhaintain consumer trust in our solutions anchm quality and integrity of the user con
and other information found on our website and neobpp, which we may not do successfully. If wendd successfully maintain a strc
brand, our business could be harmed.
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For example, consumers may believe that the reviplaos and other content contributed by our ComitpiManagers or other employ:t
are influenced by our advertising relationships@ otherwise biased. Although we take steps teemtethis from occurring by, for examg
displaying an “ambassadobadge on the account profile pages for each ofCmummunity Managers identifying them as Yelp empésyan
explaining their role on our platform, the desigoatdoes not appear on the page for each reviewibated by the Community Manager :
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 ourchréve have faced in the past, and may face inuhed, oppositions from third part
to our applications to register key trademarksareign jurisdictions in which we expect to expand presence. If we are unsuccessfi
defending against these oppositions, our traderapglications may be denied. Whether or not ouremaafk registration applications
denied, third parties may claim that our trademanksnge their rights. As a result, we could becfed to pay significant settlement cost
cease the use of these trademarks and associatadrgs of our brand in those or other jurisdictidbsing so could harm our brand or br
recognition and adversely affect our businessnfiie condition and results of operations.

Negative publicity could adversely affect our reptibn and brand.

Negative publicity about our company, including ¢éechnology, sales practices, personnel or cust@emice, could diminish confider
in and the use of our products. The media has quslyi reported allegations that we manipulate eurews, rankings and ratings in favol
our advertisers and against nadvertisers. These allegations, though untrue dcadversely affect our reputation and brand, regsignifican
management time and attention, and subject usdoiries or investigations. In order to demonstridi®t our filtering process applies il
nondiscriminatory manner to both advertisers anu-avertisers, we have made all filtered reviews sgibée on our platform. We have &
allowed businesses to comment publicly on negativeews so that they can provide their response&eNkeless, our reputation and brand
traffic to our website and mobile app and our bestgnmay suffer if negative publicity about our camp persists or if users otherwise perc
that content on our website and mobile app is mdaipd or biased. In addition, our website and headypp serve as a platform for expres
by our users, and third parties or the public ejdamay attribute the political or other sentimestpressed by users on our platform tc
which could harm our reputation.

*If we fail to maintain and expand our base of adiisers, our revenue and our business will be harne

For the three and six months ended June 30, 2@b3tantially all of our revenue was generated leyshle of advertising products. (
ability to grow our business depends on our abii@dymaintain and expand our advertiser base. Tealowve must convince prospec
advertisers of the benefits of our products, inicigdthose who may not be familiar with our produtsch as those in new markets)
addition, we have incurred significant costs toaatt current and future advertisers and expecheari significant additional costs for
foreseeable future. We may face greater challemgewe continue to expand our advertiser base imésses outside the restaurant
shopping categories, which together accounted fgraximately 43% of the businesses that have beerewed on our platform a
approximately 60% of our cumulative reviews througine 30, 2013, especially if these businessesveethat consumers perceive the utilit
our platform to be limited to finding businessestle restaurant and shopping categories. We mastanvince existing and prospec
advertisers alike that our advertising productskator their benefit. Many of these businesses areemagcustomed to using more traditic
methods of advertising, such as newspapers or yelltw pages directories. Failure to maintain argand the advertiser base could harn
business.

Our advertisers do not typically have lotegm obligations to purchase our products. In aalditwe rely heavily on advertising spenc
small and mediungized local businesses, which have historicallyeegmced high failure rates and often have liméaddertising budgets. As
result, we may experience attrition in our adverssin the ordinary course of business resultimgnfiseveral factors, including losse:
competitors, lower priced competitors, perceptithveg our advertising solutions are unnecessaryeiffdctive, declining advertising budg:
closures and bankruptcies. We must continually reld advertisers both to replace advertisers whosdmot to renew their advertising
who go out of business, or otherwise fail to fllfileir advertising contracts with us, to grow dwsiness. Our advertiserecisions to rene
depend on a number of factors, including the degfestisfaction with our products and their apilib continue their operations and spen
levels. The ratings and reviews that businessesivedrom our users may also affect advertisingisiess by current and prospeci
advertisers. For instance, favorable ratings amigwes, on the one hand, could be perceived as tihgithe need to advertise, and unfavor
ratings and reviews, on the other, could discoutagegnesses from advertising to an audience thegepe as hostile or cause them to for
negative opinion of our products and user basechvbould discourage them from doing business withifuwour advertisers increase their r.
of nontenewal or if we experience significant advertigtrition or contract breach, or if we are unaldeattract new advertisers in numk
greater than the number of advertisers that we lmseclient base will decrease and our businésanéial condition and results of operati
would be harmed.
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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 markatth domestically and abroad. We may incur lossestherwise fail to enter ne
markets successfully. Our expansion into new margkices us in competitive environments with whighare unfamiliar and involves varic
risks, including the need to invest significanton@ses and the possibility that returns on suckstments will not be achieved for several y«
or at all. In attempting to establish a presenceew markets, we expect, as we have in the pasicto significant expenses and face var
other challenges, such as expanding our sales tardecommunity management personnel to reach thesemarkets. Our current and
future expansion plans will require significantaesces and management attention. Furthermore, we &laeady entered many of the lar
markets in the United States and further expansi@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 intenmaltip We expect to expand our international openst significantly by accessing n
markets abroad and expanding our offerings in remguages. Our platform is now available in Engéisld several other languages. Howe
we may have difficulty modifying our technology andntent for use in non-English-speaking marketfostering new communities in non-
Englishspeaking markets. We acquired Qype in October 20B2celerate the expansion of our internationatigiont, primarily in Europe ar
Brazil, but can make no assurance that we willdmesssful in integrating Qype with our businesgeis taking advantage of Qypmepresenc
in these international markets. Our ability to ngaaur business and conduct our operations inferradly requires considerable manager
attention and resources, and is subject to thecphat challenges of supporting a rapidly growingsiness in an environment of multi
languages, cultures, customs, legal systems, atteendispute systems, regulatory systems and cooimhénfrastructures. Furthermore,
most international markets, we would not be thst fntrant, and our competitors may be better ipositl than we are to succeed. Expan
internationally may subject us to risks that weénaither not faced before or increase our expoguresks that we currently face, includ
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 populationsofeal providers;

e compliance with applicable foreign laws and redatla, including different privacy, censorship aability standards and regulatic
and different intellectual property laws;

e providing solutions in different languages for dint cultures, which may require that we modify solutions and features to ens
that they are culturally relevant in different ctngs;

e our ability to achieve prominent display of our tamt in unpaid search results, which may be mdfedit in newer markets where \
may have less content and more competitors thastablished markets;

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

e compliance with antbribery laws, including but not limited to compl@nwith the Foreign Corrupt Practices Act and thi€.Bribery
Act;

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

e double taxation of our international earnings aotéptially adverse tax consequences due to changks tax laws of the United Sta
or the foreign jurisdictions in which we operatada

e higher costs of doing business internationally.
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Many people use smartphones and other mobile devitee access information about local businesses. Wéwe limited experience wi
mobile advertising and have prioritized the qualitf user experience with our mobile products ovérost-term monetization. As a resu
growth in use of our mobile app and mobile webspeyticularly if it substitutes for use of our welte on personal computers, may adver:
affect our results of operations and business.

The number of people who access information almmal lbusinesses through mobile devices, includmariphones and handheld tablet
computers, has increased dramatically in the gastybars and is expected to continue to increadeodgh we currently deliver advertising
our mobile app and mobile website, we have lim@gggderience with mobile advertising and have piiced the quality of user experience v
our mobile products over shagrm monetization. With our ability to effectivetyonetize our mobile products unproven, we may ecdlie t
generate meaningful revenue from our mobile pragldesspite the expected growth in mobile usaged#itian, if consumers use our motl
app and mobile website as substitutes for, ratheem tn addition to, use of our website on persaoahputers and our mobile solutions pr
ineffective, our advertisers may stop or reducer thévertising with us. Similarly, we may be unaleattract new advertisers if our mol
advertising solutions are not compelling. If ouvedising solutions are not effective or we faildontinue to innovate and introduce enhai
mobile solutions, if our solutions alienate ourrisase, or if our solutions are not widely adopdedre insufficiently profitable, our busin
may suffer.

Additionally, as new mobile devices and platfornme eeleased, it is difficult to predict the probkeme may encounter in develop
products for these alternative devices and platfpand we may need to devote significant resouoctee creation, support and maintenanc
such products. We are dependent on the interopigyadfi our mobile products with popular mobile spgng systems that we do not cont
such as Android and iOS, and any changes in swgtkrag that degrade their functionality could adefgraffect mobile usage. If we experie
difficulties in the future in integrating our mobibpp into mobile devices or if problems arise wvathr relationships with providers of mot
operating systems or mobile application downloadest, such as those of Google, with whose localymts we compete, or Apple, Inc.,
user growth and user engagement could be harmedldition, if our applications receive unfavoratrlsatment compared to the promotion
placement of competing applications, such as tkderoof our products in the Apple AppStore, or if faee increased costs to distribute
mobile app, our future growth and our results oéragions could suffer. Further, in the event thdiecomes more difficult for our users
access and use our mobile app, or if users ch@ossd mobile products that do not offer accessutonwobile app, we may be unable
decrease our reliance on traffic from Google ammiosearch engines.

We expect to face increased competition in the nerk

The market for information regarding local busiressand advertising is intensely competitive anddigghanging. With the emergence
new technologies and market entrants, competitiolikely to intensify in the future. Our competitoinclude, among others, offline me
companies and service providers; newspaper, t@evad other media companies; Internet searclmesgsuch as Google, Bing and Yah
and various other online service providers andemgwebsites. Our competitors may enjoy competiideantages, such as greater n
recognition, longer operating histories, substélgtigreater market share, large existing user basessubstantially greater financial, techr
and other resources. These companies may useatieartages to offer products similar to ours aiveel price, develop different product:
compete with our current solutions and respond nouiekly and effectively than we do to new or chiaggopportunities, technologi
standards or client requirements. In particularjoménternet companies, such as Google, Faceboalkod®' and Microsoft may be me
successful than us in developing and marketingnerdidvertising offerings directly to local busiresand many of our advertisers and pote
advertisers may choose to purchase online advegtisérvices from these competitors and may redueie purchases of our products
addition, many of our current and potential contpeti have established marketing relationships waitth access to larger client bases. A
market for local online advertising increases, m@mpetitors, business models and solutions aréyltkeemerge. We also compete with tr
companies for the attention of contributors andscomers, and may experience decreases in both i€@upetitors offer more compelli
environments. For all of these reasons, we maynbéla to maintain or grow the number of people whke our website and mobile app anc
number of businesses that use our advertisingisnfiand we may face pressure to reduce the pfioaraadvertising solutions, in which ci
our business, results of operations and financiatition will be harmed.

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

From time to time, other companies copy informaficmm our platform, through website scraping, ra@bot other means, and publist
aggregate it with other information for their owenefit. For example, in parts of 2010 and 2011, glocorporated content from our web
into its own local product without our permissic@oogles users, as a result, may not have visited our ireebgcause they found 1
information they sought on Google. While we do believe that Google is still incorporating our camtwithin its local products, we have
assurance that Google or other companies will apy cpublish or aggregate content from our platfamrthe future.

When third parties copy, publish or aggregate aurfir®em our platform, it makes them more competitand decreases the likelihood
consumers will visit our website or use our mokipp to find the information they seek, which conkpatively affect our business, result
operations and financial condition. We may not bie @& detect such thirgarty conduct in a timely manner and, even if weldowe may nc
be able to prevent it. In some cases, particularithe case of websites operating outside of thiedrStates, our available remedies ma
inadequate to protect us against such practicexddition, we may be required to expend signifidargncial or other resources to success
enforce our rights.
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The impact of worldwide economic conditions, incind the resulting effect on advertising spending bycal businesses, may advers
affect our business, operating results and finant@ndition.

Our performance is subject to worldwide ecoimoaonditions and their impact on levels of adwnt spend by small and mediwsizec
businesses, which may be disproportionately affe¢tg economic downturns. In the event of an econoshdwdown or deterioration
worldwide economic conditions, our existing andgmtial advertising clients may no longer consiagmestment in our advertising solutior
necessity, or may elect to reduce advertising btsdddistorically, economic downturns have resulbedoverall reductions in advertisi
spending. In particular, welbased advertising solutions may be viewed by sofmaup existing and potential advertising clientsaafowe
priority and could cause advertisers to reduceatmeunts they spend on advertising, terminate tinggr of our solutions or default on tt
payment obligations to us. In addition, econominditons may adversely impact levels of consumengpg, which could adversely imp
the numbers of consumers visiting our website antilm app. Consumer purchases of discretionarysitgemerally decline during recessior
periods and other periods in which disposable ire@mradversely affected. If spending at many ofldeal businesses reviewed on our platf
declines, businesses may be less likely to usaawertising products, which could have a matedakase effect on our financial condition |
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 publisth @aur website and mobile app, includ
claims for defamation, libel, negligence and coghtior trademark infringement, among others. Fangxe, businesses in the past |
claimed, and may in the future claim, that we asponsible for defamatory reviews posted by oursus&/e expect claims like these
continue, and potentially increase in proportionttte amount of content on our platform. These ctagould divert management time .
attention away from our business and result iniggmt costs to investigate and defend, regardtdsthe merits of the claims. In so
instances, we may elect or be compelled to remowméeat or may be forced to pay substantial dam#dges are unsuccessful in our efforts
defend against these claims. If we elect or arepedied to remove valuable content from our websitenobile app, our platform may becc
less useful to consumers and our traffic may declivhich could have a negative impact on our bssirged financial performance.

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

We receive, store and process personal informadiwh other user data, including credit card inforamaffor certain users. There
numerous federal, state and local laws around tidwegarding privacy and the storing, sharing, ygocessing, disclosure and protectic
personal information and other user data, the sobpehich are changing, subject to differing intefations and may be inconsistent betv
countries or conflict with other rules. For example Federal Trade Commission (“FTQ@rrently expects companies like Yelp to con
with guidelines issued under the Federal Trade Cission Act that govern the collection, use and ajer of consumer informatic
establishing principles relating to notice, consexcess and data integrity and security. Our jpesctare designed to comply with th
guidelines as described in our published privadicpoFor example, we disclose that we collectrgeof information about our users, suc
their names, email addresses, search historiea@ivity on our platform. We also use and storehsmformation primarily to personalize 1
experience on our platform, provide customer suppod display relevant advertising. While we do sell or share personally identifia
information with third parties for direct marketimmirposes, we do have relationships with thirdiparthat may allow them access to
information for other purposes. For example, when autsource functions such as technical and custeoqgport, tracking and reportil
quality assurance and payment processing to otrepanies, we make user information available ts¢ghepmpanies to the extent necessal
them to provide the outsourced services. We bel@wepolicies and practices comply with the FTGracy guidelines and other applice
laws and regulations. However, if our belief prowesorrect, if these guidelines, laws or regulagian their interpretation change or r
legislation or regulations are enacted, or if thiedt parties with whom we share user informatioih e comply with such guidelines, lav
regulations or their contractual obligations towe, may be compelled to provide additional disctesuo our users, obtain additional cons
from our users before collecting or using theiomfiation or implement new safeguards to help oeraumianage our use of their informat
among other changes. For example, the FTC recextiged its Childrers Online Privacy Protection Act rule, which regakathe way childre
use and access the Internet, and updated its gigidam distinguishing paid search results and ayyees of advertising from unpaid sec
results. As a result, we may be required to malkegbs or implement additional safeguards.

We also generally comply with industry standardd are subject to the terms of our privacy policiad privacyrelated obligations to thi
parties (including, in certain instances, volunttryd-party certification bodies such as TRUSTe). It ésgible that these obligations may
interpreted and applied in a manner that is ingtest from one jurisdiction to another and may ticnivith other rules or our practices.

Any failure or perceived failure by us to complytvbur privacy policies, our privaaglated obligations to users or other third pastee
our privacyrelated legal obligations, or any compromise olisigég that results in the unauthorized releaseamdfer of personally identifiak
information or other user data, may result in gowegntal enforcement actions, litigation or negapublicity and could cause our users
advertisers to lose trust in us, which could haveadverse effect on our business. Additionallythifd parties with whom we work, such
advertisers, vendors or developers, violate aplipliécaws or our policies, such violations may ghsh our usersinformation at risk and cou
have an adverse effect on our business.
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Our business could suffer if the jurisdictions inhich we operate change the way in which they regelthe Internet, including regulatior
relating to user-generated content and privacy.

Our business, including our ability to operate ardand internationally, could be adversely affedtdelyislation or regulations are adopt
interpreted or implemented in a manner that isrsient with our current business practices aatréjuires changes to these practices «
design of our platform, products or features. Faneple, if legislation is passed that limits theriomities afforded to websites that pub
usergenerated content, we may be compelled to remowéenb from our platform that we would otherwise lly restrict the types
businesses that our users can review or furthéfywhie identity of our users, among other chan@milarly, legislation could be passed !
limits our ability to use or store information albaur users.

Practices regarding the collection, use, storagglal/, processing, transmission and security ofg®al information by companies offer
online services have recently come under incre@sddic scrutiny. As a result, the regulatory franoekv for privacy issues worldwide
currently in flux and is likely to remain so foregHoreseeable future. The U.S. government, inctudire White House, the FTC and
Department of Commerce, are reviewing the needyfeater regulation of the collection of informatioancerning consumer behavior v
respect to online services, including regulationed at restricting certain targeted advertisingficas. The White House recently publishi
report calling for a consumer privacy Bill of Righthat could impact the collection of data. Ledis&@changes have been proposed abro
well, including recent proposals by the Europeam@ission to reform its existing data protectionalefyfamework. Various government ¢
consumer agencies have also called for new reguland changes in industry practices. Recently Stia¢e of California and several ot
states have adopted privacy guidelines with resjpectobile applications. Changes like these contildase our administrative costs and r
it more difficult for consumers to use our platfqrresulting in less traffic and revenue. Similarthanges like these could make it n
difficult for us to provide effective advertisingdls to businesses on our platform, resulting wefeadvertisers and less revenue. In any ¢
cases above, our business could suffer.

*Our acquisitions of Qype and SeatMe create numesatisks and uncertainties that could adversely aff@ur operating results or preve
us from realizing the expected benefits of the aiitions.

In October 2012, we acquired Qype to accelerateim@rnational expansion and in July 2013, we aegliSeatMe to enhance
experience for our consumers and complement owstiegi partnerships. In order to realize any gammnfthese acquisitions, we m
successfully complete the integration of each aegubusiness, its operations, services and perkaitheour organization. These transit
activities are complex, and we may encounter unebepledifficulties or incur unexpected costs.

In order to realize the expected benefits and gjjestof our acquisitions, we must meet a numbeaigfificant challenges, including:

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

e retaining and assimilating the key personnel oheammpany;

e retaining existing customers and obtaining newarasts;

e difficulties in the assimilation of employees amtmorate cultures;

e migrating Qype users and content to our platform;

e implementing and retaining uniform standards, adatmprocedures, policies and information systems;
e managing the combined business effectively; and

e integrating SeatMe in the manner and in the tinm&aour management believes to be in our best Biterehile maintainin
relationships with our strategic partners.

It is possible that the integration processes coefillt in the loss of technical skills and managetrexpertise of key employees,
disruption of each compars/'ongoing business or inconsistencies in standaayols, procedures and policies due to possibleura
conflicts or differences of opinions on technications and services.

The failure to integrate Qype and SeatMe succdgséaluld adversely affect our ability to maintaielationships with customers ¢
employees, as well as strategic commercial partoett® achieve the anticipated benefits of eactusdtion. In addition, we may be requirec
spend additional time or funds on integration titherwise would be spent on the development andresipn of the combined businesses. |
if we are able to integrate Qype and SeatMe opmratsuccessfully, these integrations may not rasutie realization of the full benefits
synergies, cost savings, innovation and operatieffaliencies that may be possible from the intégraof each business, and these ber
may not be achieved within a reasonable periodrad.t

36






*QOur growth depends in part on the success of otnasegic relationships with third parties, and arfgilure to maintain these relationshiy
could harm our business.

We rely in part on relationships with various thpdrties to grow our business, including stratgmcdners and technology and con
providers. Identifying, negotiating and maintainirejationships with third parties require signifitaime and resources, as does integr.
their services and technologies onto our platfaifie.may also have competing interests and obligatigth respect to our partners, which
make it difficult to maintain, grow or maximize tHeenefit of each partnership. In addition, we h#ea, and may in the future ha
disagreements or disputes with our partners abautespective contractual obligations, which cowddult in legal proceedings or negati
affect our brand and reputation. It is also possibat these third parties may not be able to dethat resources we expect to the relationshi
they may terminate their relationships with uswk are unsuccessful in establishing or maintairng relationships with third parties, «
ability to grow our business could be impaired, andoperating results could suffer.

We may also acquire other companies or technologishich could divert our managemerst’attention, result in additional dilution to ot
stockholders and otherwise disrupt our operationsaharm our operating results

Our success will depend, in part, on our abilityepand our product offerings and grow our businesesponse to changing technolog
user and advertiser demands and competitive pessim some circumstances, we may determine toodthugh the acquisition
complementary businesses or technologies ratharttiraugh internal development. We have limitedezignce as a company in the com,
process of acquiring other businesses and techiesloghe pursuit of potential future acquisitionayndivert the attention of management
cause us to incur expenses in identifying, invesitigy and pursuing suitable acquisitions, whethemad they are consummated. Acquisiti
could also result in dilutive issuances of equégLgities or the incurrence of debt, which coulsteadely affect our results of operations or
ability to achieve profitability.

Acquisitions also involve a number of risks to damsiness, including the difficulty of integratingperations, services, sites
technologies, and personnel of the acquired corepatiie potential disruption of our ongoing bussnéise potential distraction of managem
the possibility that our business culture and theifess culture of the acquired companies will motcompatible, expenses related tc
acquisition and to the integration of the acquicedhpanies, the impairment of relationships with Eryges and customers as a result of
integration of new personnel, risks related to linginesses of acquired companies that may contmimpact the businesses following
acquisition and potential unknown liabilities asated with acquired companies. Any inability toeigtate services, sites and technolo
operations or personnel in an efficient and tirmanner could harm our results of operations.

*If we fail to manage our growth effectively, ourrbnd, results of operations and business could trhed.

We have experienced rapid growth in our headconghtoperations, including through our acquisitiohQgpe in October 2012 and Seai
in July 2013, which places substantial demands anagement and our operational infrastructure. Mbsur employees have been with us
fewer than two years. We intend to make substaitiadstments in our technology, sales and marketing community managem
organizations. As we continue to grow, we must atifely integrate, develop and motivate a large hemof new employees, includi
employees in international markets and from anyaed businesses, while maintaining the benefasglects of our company culture. If we
not manage the growth of our business and opemgdfiectively, the quality of our platform and eféncy of our operations could sufi
which could harm our brand, results of operatiams lausiness.

We may not timely and effectively scale and adapt existing technology and network infrastructureotensure that our platform
accessible.

It is important to our success that users in atiggaphies be able to access our platform at a#dinfiVe have previously experienced,
may experience in the future, service disruptiangages and other performance problems due toiatyaf factors, including infrastructt
changes, human or software errors, capacity canttrdue to an overwhelming number of users acegssir platform simultaneously, &
denial of service or fraud or security attacks.stme instances, we may not be able to identifyctugse or causes of these perform
problems within an acceptable period of time. ltynb&come increasingly difficult to maintain and ioye the availability of our platfort
especially during peak usage times and as ourispubecome more complex and our user traffic mses. If our platform is unavailable wl
users attempt to access it or it does not loadieklg as they expect, users may seek other serviebtain the information for which they
looking, and may not return to our platform as ofta the future, or at all. This would negativelpgact our ability to attract users
advertisers and increase the frequency with whiely ise our website and mobile app. We expectrtirage to make significant investme
to maintain and improve the availability of ouridem and to enable rapid releases of new featamelsproducts. To the extent that we dc
effectively address capacity constraints, upgragiesystems as needed and continually develop @hntdogy and network architecture
accommodate actual and anticipated changes indéxdy) our business and operating results may badd

Our disaster recovery program contemplates tramgityy our platform and data to a backup centenéndvent of a catastrophe, but we t
not yet tested the procedure in full, and the itemmsprocedure may take several days or more topdete. During this time, our platform
be unavailable in whole or in part to our users.

*We are, and may in the future be, subject to dispsiand assertions by third parties that we violtieir rights. These disputes may be co
to defend and could harm our business and operatiegults.



We currently face, and we expect to face from timdime in the future, allegations that we havelated the rights of third partie
including patent, trademark, copyright and othégllactual property rights and the rights of cutrand former employees and business ow
For example, third parties have sued us for allggeidlating their patent rights (we are currendlydefendant in numerous such suits, &
which involve plaintiffs targeting multiple defenua in the same or similar suits) and various lessas have sued us alleging tha
manipulate Yelp reviews in order to coerce them atier businesses to pay for Yelp advertising. dditton, Deutsche Telekom filed s
against Qype in Germany regarding fees payabldifectory data that Qype and its predecessor paethtom Deutsche Telekom. The cl
was rejected in full by the German court, altholgutsche Telekom has appealed the decision toitileeHRegional Court of Cologne, wh
referred the appeal to the Higher Regional Courbo$seldorf. The court heard the appeal in April2@nd a decision is now expecte:
September 2013.
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Other claims against us can be expected to be matthe future. Even if the claims are without mettite costs associated with defent
these types of claims may be substantial, botlerimg$ of time, money and management distractiopahticular, patent and other intellect
property litigation may be protracted and expensaral the results are difficult to predict and maguire us to stop offering certain featu
purchase licenses or modify our products and featwhile we develop noinfringing substitutes or may result in significasgttlement cost
We do not own any patents, and, therefore, maynabla to deter competitors or others from pursyiatent or other intellectual prope
infringement claims against us.

The results of litigation and claims to which weynt#e subject cannot be predicted with certaintyerEif these matters do not resul
litigation or are resolved in our favor or withasignificant cash settlements, these matters, amdirtie and resources necessary to litiga
resolve them, could harm our business, resultpefations and reputation.

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

We use open source software in our products ardusél open source software in the future. From tionééme, we may face claims frc
third parties claiming ownership of, or demandietgase of, the open source software and/or derevatbrks that we developed using s
software (which could include our proprietary saunode), or otherwise seeking to enforce the tefithe applicable open source licel
These claims could result in litigation and cowdduire us to purchase a costly license or ceasemygfthe implicated solutions unless and |
we can re-engineer them to avoid infringement. Teigngineering process could require significant aoidétl research and developm
resources. In addition to risks related to licemspiirements, use of certain open source softwamdead to greater risks than use of thpeaty
commercial software, as open source licensors géyneio not provide warranties or controls on thigio of software. Any of these risks co
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 priariOur dedication to making decisions based prinfaron the best interests
consumers may cause us to forgo short-term gaing advertising revenue.

We base many of our decisions upon the best ingemsthe consumers who use our platform. We belignat this approach has b
essential to our success in increasing our usevtgroate and the frequency with which consumersaiseplatform and has served the long
term interests of our company and our stockholdarthe past, we have forgone, and we may in theduforgo, certain expansion or reve
opportunities that we do not believe are in thet besrests of consumers, even if such decisiogatneely impact our results of operation:
the short term, and we believe that continued amiuer to this principle will, in the long term, béheur stockholders. In particular, c
approach of putting our consumers first may negétivmpact our relationships with our existing aogpective advertisers. For exam
unless we believe that a review violates our tevfrservice, such as reviews that contain hate $peebigotry, we allow the review to rem
on the platform, even if the business disputeadturacy. Certain advertisers may therefore pescasvas an impediment to their success
result of negative reviews and ratings. This peactiould result in a loss of advertisers, whictuim could harm our results of operations.

*We rely on thirdparty service providers for many aspects of our ingss, and any failure to maintain these relatioripb could harm ou
business.

We rely on data about local businesses from thamtigs, including various yellow pages and othadtparties that license such informat
to us. We also rely on third parties for other atpef our business, such as mapping functionality administrative software solutions. If tr
third parties experience difficulty meeting ourwgements or standards, or our licenses are revokedt renewed, it could make it difficult
us to operate some aspects of our business, whidld damage our reputation. In addition, if suciddparty service providers were to ce
operations, temporarily or permanently, face finandistress or other business disruption, increhs# fees or if our relationships with th
providers deteriorate, we could suffer increasestscand delays in our ability to provide consurnead advertisers with content or pro\
similar services until an equivalent provider cob&dfound or we could develop replacement techryobwgperations.

*We expect a number of factors to cause our opangtresults to fluctuate on a quarterly and annuahsbis, which may make it difficult 1
predict our future performance

Our operating results could vary significantly fraparter to quarter and year to year because afriaty of factors, many of which ¢
outside of our control. As a result, comparing operating results on a perioderiod basis may not be meaningful. In additiomtiver risl
factors discussed in this section, factors that ommgribute 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;
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o the effects of increased competition in our busnes
e our ability to successfully expand in existing netes enter new markets and manage our internatsxpansion;

e the impact of worldwide economic conditions, inéhgithe resulting effect on consumer spending ellbusinesses and the leve
advertising spending by local businesses;

e our ability to protect and grow our intellectuabperty;

e our ability to maintain an adequate rate of groarhl 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 our ability to manage successfully any acquisitiohBusinesses, solutions or technologies, inclyype and SeatMe;
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 changes in consumer behavior with respect to logsinesses;

e fluctuations in spending by our advertisers duseasonality, such as historically stronger spenitirthe fourth quarter of each year
other factors;

e the effects of natural or man-made catastrophiatsye
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 odveatising products over the term of an agreemeatsignificant downturn in ou
business may not be immediately reflected in ousuks of operations.

We recognize revenue from sales of our advertipioglucts over the terms of the applicable agreesneuttich are generally three, six o1
months. As a result, a significant portion of tewanue we report in each quarter is generated &graements entered into during prev
guarters. Consequently, a decline in new or reneaggdements in any one quarter may not signifigamtpact our revenue in that quarter
will negatively affect our revenue in future quasteln addition, we may be unable to adjust ouedixosts in response to reduced reve
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 perswal, and if we are unable to attract, retain and mate wellqualified employees, ol
business could be harmed.

We believe our success has depended, and contioudspend, on the efforts and talents of our enmgdey including our seni
management team, software engineers, marketinggsiohals and advertising sales staff. Our futuceess depends on our continuing ak
to attract, develop, motivate and retain highly Idieal and skilled employees. Qualified individuase in high demand, and we may ir
significant costs to attract them. In addition, thes of any of our senior management or key engasycould materially adversely affect

ability to execute our business plan, and we maybraable to find adequate replacements. All ofafticers and other U.S. employees are a

will employees, which means they may terminatertbaiployment relationship with us at any time, #éimeir knowledge of our business
industry would be extremely difficult to replace.eV¢annot ensure that we will be able to retainsvices of any members of our se
management or other key employees. If we do notemd in attracting welualified employees or retaining and motivating SéRri
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, 1igpts, trademarks and domain names as criticalutosuccess. In particular, we
maintain, protect and enhance the “Yelpand. We pursue the registration of our domainegrtrademarks and service marks in the U
States and in certain jurisdictions abroad. Weestid protect our intellectual property rights leyying on federal, state and common law ri¢
as well as contractual restrictions. We typicallyteg into confidentiality and invention assignmegreements with our employees
contractors, and confidentiality agreements withtipa with whom we conduct business in order tatliaccess to, and disclosure and us
our proprietary information. However, these corttratarrangements and the other steps we have takmotect our intellectual property n
not prevent the misappropriation or disclosure oif proprietary information nor deter independentedepment of similar technologies
others.

Effective trade secret, copyright, trademark anch@io name protection is expensive to develop anitaia, both in terms of initial a1
ongoing registration requirements and expensesttandosts of defending our rights. We are seekingrotect our trademarks and don
names in an increasing number of jurisdictionsyac@ss that is expensive and may not be successfuhich we may not pursue in ev
location. Litigation may be necessary to enforceiotellectual property rights, protect our respextrade secrets or determine the validity
scope of proprietary rights claimed by others. Aitigation of this nature, regardless of outcomenarit, could result in substantial costs
diversion of management and technical resourceg,carwhich could adversely affect our business apérating results. We may in
significant costs in enforcing our trademarks agiaihose who attempt to imitate our “Yelpiand. If we fail to maintain, protect and enhe
our intellectual property rights, our business apdrating results may be harmed.

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

We have registered domain names for our websitaatbaise in our business, such as Yelp.com. Ifoge the ability to use a domain na
whether due to trademark claims, failure to renleevdpplicable registration, or any other causemag be forced to market our products ui
a new domain name, which could cause us substdraiai, or to incur significant expense in ordeptwchase rights to the domain nam
guestion. In addition, our competitors and othersla attempt to capitalize on our brand recognitignusing domain names similar to o
Domain names similar to ours have been registerdéukei United States and elsewhere. We may be utmplevent third parties from acquir
and using domain names that infringe on, are sinmdaor otherwise decrease the value of our brandur trademarks or service ma
Protecting and enforcing our rights in our domaames may require litigation, which could resultsmbstantial costs and diversion
management’s attention.

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

Our platform involves the storage and transmissibaser and business information, some of which bmayrivate, and security breac
could expose us to a risk of loss of this informatiwhich could result in potential liability anitigation. Like all online services, our platfo
is vulnerable to computer viruses, break-ins, phiglattacks, attempts to overload our servers déthial-ofservice or other attacks and sim
disruptions from unauthorized use of our compuystesns, any of which could lead to interruptiorslagis or website shutdowns, causing
of critical data or the unauthorized disclosuraise of personally identifiable or other confidehtidiormation. Because the techniques use
obtain unauthorized access, disable or degradéceenv sabotage systems change frequently, ofematrrecognized until launched agair
target and may originate from less regulated antbte areas around the world, we may be unabledactively address these techniques
implement adequate preventative measures. If wereqre compromises to our security that resypeifiormance or availability problems,
complete shutdown of our website or the loss outhw@ized disclosure of confidential informatiomirausers or advertisers may lose trust
confidence in us and decrease their use of oufoptator stop using our platform entirely, and weultbsuffer reputational and financial ha
For example, we work with third party vendors togess credit card payments by certain of our usedslocal businesses and are subje
payment card association operating rules. If owuss measures fail to protect this informationeqdately as a result of employee e
malfeasance or otherwise, or we fail to comply wité applicable operating rules, we could be ligbleur users and local businesses for
losses, as well as the vendors under our agreemihtthem, we could be subject to fines and highemmsaction fees, we could face regula
action and our users, local businesses and vemgotd end their relationships with us, any of whaduld harm our business and finan
results.
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In addition, user and business owner accounts asfilgppages could be hacked, hijacked, alteredtberwise claimed or controlled
unauthorized persons. For example, we enable Bsaado0 create free online business accounts aimi itle business profile pages for eac
their business locations. We verify these claimeugh an automated telephone verification procesdich is designed to confirm that
person setting up the account is affiliated with ltusiness by confirming that the person has a¢odbg business’telephone. Our verificati
system could fail to confirm that the recipienttbé call is an authorized representative of thénass, or mistakenly allow an unauthori
representative to claim the businasprofile page. Any or all of these issues couldatigely impact our ability to attract new userscoulc
deter current users from returning or reduce tequency with which consumers and advertisers ussautions, cause existing or poter
advertisers to cancel their contracts or subjedbukirdparty lawsuits, regulatory fines or other actiorliability, thereby harming our resu
of operations.

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

We are subject to a variety of laws in the Unitédt& and abroad, including laws regarding daentiein, privacy, distribution of user-
generated content and consumer protection, thdtegaently evolving and developing. The scope iatetpretation of the laws that are or r
be applicable to us are often uncertain and magobéicting, particularly outside the United StatEsr example, laws relating to the liability
providers of online services for activities of thesers and other third parties are currently bédsted by a number of claims, including act
based on invasion of privacy and other torts, urdampetition, copyright and trademark infringemant other theories based on the n:
and content of the materials searched, the adgghost the content provided by users. In additiegulatory authorities around the world
considering a number of legislative and regulafmngposals concerning data protection and otheremsatihat may be applicable to our busir
It is also likely that if our business grows andlees and our solutions are used in a greater nuwfbeountries, we will become subjec
laws and regulations in additional jurisdictionsisl difficult to predict how existing laws will bapplied to our business and the new lav
which we may become subiject.

If we are not able to comply with these laws orutatjons or if we become liable under these lawsegulations, we could be direc
harmed, and we may be forced to implement new nnesago reduce our exposure to this liability. Timay require us to expend substal
resources or to discontinue certain products dufea, which would negatively affect our businéssaddition, the increased attention foct
upon liability issues as a result of lawsuits aggidlative proposals could harm our reputationtbewise impact the growth of our busin
Any costs incurred to prevent or mitigate this paitd liability could also harm our business an@i@ting results.

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

Our Yelp Deals products may be deemed gift cedifis, store gift cards, general-use prepaid cardgher vouchers, or “gift cards,”
subject to, among other laws, the federal Credid@eccountability Responsibility and Disclosure Ait2009 (the “Credit CARD Act"anc
similar federal, state and foreign laws. Many afs laws include specific disclosure requirementspohibitions or limitations on the use
expiration dates and the imposition of certain fées example, the Credit CARD Act requires thdt gards expire no earlier than five ye
after their issue. Yelp Deals are comprised of t@mponents: (i) the purchase value, which is theuarhpaid by the purchaser and which «
not expire, and (ii) the promotional value, whisttlie remaining value for which the Yelp Deal carrddeemed during a limited period, wt
typically ends one year after the date of purchHiseontrary to our belief, the Credit CARD Actdsimilar state laws were held to apply to
promotional value component of Yelp Deals, conswmwesuld be entitled to redeem the promotional vaommponent of their Yelp Deals
up to five years after their issue, and we cout fiability for redemption periods that are lelsart five years. Various companies that pro
deal products similar to ours are currently deferslén purported class action lawsuits that hawenlfded in federal and state court clairr
that their deal products are subject to the CréédiRD Act and various state laws governing gift caethd that the defendants have viol
these laws as a result of expiration dates and odistrictions they have placed on their deals.il@mawsuits have been filed in other locati
in which we plan to sell our Yelp Deals, such as@anadian province of Ontario, alleging similasa&iions of provincial legislation governi
gift cards.

The application of various other laws and regutaito our products, and particularly our Yelp Deatsl Gift Certificates, is uncerts
These include laws and regulations pertaining waimed and abandoned property, partial redemptafands, revenusharing restrictions «
certain trade groups and professions, sales armud loital taxes and the sale of alcoholic beverdgasexample, although it is the responsib
of merchants to redeem or refund unexpired Yelpl®aad Gift Certificates that they offer througtr platform, the law might be interpretec
require that we redeem or refund them. Becausehaets alone, and not Yelp, are in a position tokithe redemption of Yelp Deals and (
Certificates, we may not be able to comply withrsacrequirement without substantial and potentiedigtly changes to our infrastructure
business practices. In addition, we may becombeatetermined to be, subject to federal, stateraign laws regulating money transmitter
aimed at preventing money laundering or terroiigricing, including the Bank Secrecy Act, the USATRIOT Act and other similar futu
laws or regulations.
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If we become subject to claims or are requiredlter aur business practices as a result of curoerfuture laws and regulations,
revenue could decrease, our costs could increasewrbusiness could otherwise be harmed. In axfdithe costs and expenses associatec
defending any actions related to such additionakland regulations and any payments of relatedlfiesiafines, judgments or settleme
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 suppor business growth and may require additionad$uto respond to busin
challenges, including the need to develop new featand products or enhance our existing servioggove our operating infrastructure
acquire complementary businesses and technolog@rdingly, we may need to engage in equity ortdetancings to secure additio
funds. If we raise additional funds through futiseuances of equity or convertible debt securit@s, existing stockholders could su
significant dilution, and any new equity securitves issue could have rights, preferences and pges superior to those of holders of our (
A common stock. Any debt financing we secure in filtleire could involve restrictive covenants relgtito our capital raising activities
other financial and operational matters, which meake it more difficult for us to obtain additioradpital and to pursue business opportun
including potential acquisitions. We may not beeatdl obtain additional financing on terms favoraiolais, if at all. If we are unable to obt
adequate financing or financing on terms satisfgcto us when we require it, our ability to contnto support our business growth an
respond to business challenges could be significanpaired, and our business may be harmed.

Our business is subject to the risks of earthquakéees, floods and other natural catastrophic ewsnand to interruption by mamade
problems such as computer viruses or terroris

Our systems and operations are vulnerable to damaggerruption from earthquakes, fires, floodewer losses, telecommunicatis
failures, terrorist attacks, acts of war, humaromsr breakns and similar events. For example, a significaatural disaster, such as
earthquake, fire or flood, could have a materialeasle impact on our business, operating resultsfiaadcial condition, and our insurar
coverage may be insufficient to compensate usdssds that may occur. Our U.S. corporate officelscare of the facilities we lease to ha
our computer and telecommunications equipment@ratéd in the San Francisco Bay Area, a region knfow seismic activity. In additio
acts of terrorism, which may be targeted at metitgpoareas that have higher population density th@al areas, could cause disruptions ir
or our local business advertisers’ businesseseoetionomy as a whole. Our servers may also be naldleeto computer viruses, breais anc
similar disruptions from unauthorized tamperinghagur computer systems, which could lead to infgtfons, delays, loss of critical data or
unauthorized disclosure of confidential client datée may not have sufficient protection or recovplgns in certain circumstances, suc
natural disasters affecting the San Francisco BaaAand our business interruption insurance mapnsficient to compensate us for los
that may occur. As we rely heavily on our servemsnputer and communications systems and the Iritesreonduct our business and pro
high quality customer service, such disruptionsl@¢daegatively impact our ability to run our busiseand either directly or indirectly disn
our local business advertisers’ businesses, whialddave an adverse effect on our business, apegnasults and financial condition.

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

Our corporate structure and intercompany arrang&snrcluding the manner in which we develop anel augr intellectual property and
transfer pricing of our intercompany transactiom® intended to reduce our worldwide effective ftabe. The application of the tax laws
various jurisdictions, including the United Stat@spur international business activities is subjednterpretation and depends on our abilit
operate our business in a manner consistent withcotporate structure and intercompany arrangemdrits taxing authorities of t
jurisdictions in which we operate may challenge mathodologies for valuing developed technologyntercompany arrangements, incluc
our transfer pricing, or determine that the marinevhich we operate our business does not achlevintended tax consequences, which ¢
increase our worldwide effective tax rate and haunfinancial position and results of operations.

Our corporate structure includes legal entitiesated in jurisdictions with income tax rates lowhan the U.S. statutory tax rate. !
intercompany arrangements allocate income to suthies in accordance with armlsngth principles and commensurate with funct
performed, risks assumed and ownership of valuedrporate assets. We believe that income taxeeri@io foreign jurisdictions at a low
rate relative to the U.S. statutory rate will havieeneficial impact on our worldwide effective taxe.

Significant judgment is required in evaluating ¢ax positions and determining our provision fordme taxes. During the ordinary cot
of business, there are many transactions and edilou$ for which the ultimate tax determinatioruiscertain. For example, our effective
rates could be adversely affected by earnings blewgr than anticipated in countries where we hiaweer statutory rates and higher t
anticipated in countries where we have higher siafurates, by changes in foreign currency exchaatgs or by changes in the relevant
accounting and other laws, regulations, principled interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes conflictnterpretations by tax authorities of thesesgidtions. It is not uncommon for tax
authorities in different countries to have confiigt views, for instance, with respect to, amongeotthings, the manner in which the asm’
length standard is applied for transfer pricingpgmses, or with respect to the valuation of intéllatproperty. In addition, tax laws are dyna
and subject to change as new laws are passed andhtegpretations of the law are issued or appliedparticular, there is uncertainty
relation to the U.S. tax legislation in terms o flature corporate tax rate but also in terms efuhS. tax consequences of income derived
income related to intellectual property earned seas in low tax jurisdictions.
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Our existing corporate structure and intercompamgrgements have been implemented in a manner lievdeés in compliance wit
current prevailing tax laws. However, the tax bésefhich we intend to eventually derive could belermined if we are unable to adapt
manner in which we operate our business and dokéanging tax laws.

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

The current administration has made public statésniewlicating that it has made international tafoma a priority, and key members
the U.S. Congress have conducted hearings and ggdp®w legislation. Recent changes to U.S. tag,lawluding limitations on the ability
taxpayers to claim and utilize foreign tax creditsd the deferral of certain tax deductions untiing®s outside of the United States
repatriated to the United States, as well as clatmgd).S. tax laws that may be enacted in the éytoould impact the tax treatment of
foreign earnings. Due to the expanding scale ofiptarnational business activities, any changeth@U.S. taxation of such activities n
increase our worldwide effective tax rate and haunfinancial condition and results of operations.

If our goodwill or intangible assets become impaiteve may be required to record a significant charp earnings

Under GAAP, we review our intangible assets foramment when events or changes in circumstancésaitedthe carrying value may |
be recoverable. Goodwill is required to be tested ifmpairment at least annually. Factors that maycbnsidered include a change
circumstances indicating that the carrying valuewf goodwill or other intangible assets may notdxoverable include declines in our si
price and market capitalization or future cash fiqwojections. We recorded a significant amourgaafdwill related to our acquisition of Qy
in the fourth quarter of 2012. A decline in ourcit@rice, or any other adverse change in markeditions, particularly if such change has
effect of changing one of our critical assumptionsestimates, could result in a change to the aesitim of fair value that could result in
impairment charge to our goodwill and intangiblseds. Any such material charges may have a mateggative impact on our financial ¢
operating results.

Risks Related to Ownership of Our Class A Common 8tk

*The dual class structure of our common stock hdseteffect of concentrating voting control with thesstockholders who held our stc
prior to our initial public offering, including our founders, directors, executive officers and empeg and their affiliates, and limiting you
ability to influence corporate matters.

Our Class B common stock has 10 votes per shadeo@anClass A common stock has one vote per sBamekholders who hold shares
Class B common stock, including our founders, dies; executive officers and employees and théiiaés, together beneficially own sha
representing approximately 87% of the voting poafeour outstanding capital stock as of June 3032@bnsequently, the holders of Clas
common stock collectively will continue to be alibecontrol all matters submitted to our stockhaddier approval even if their stock holdii
represent less than 50% of the outstanding shdresrazommon stock. Because of the 1Qttweting ratio between our Class B and Cla:
common stock, the holders of our Class B commockstollectively will continue to control a majorityf the combined voting power of ¢
common stock even when the shares of Class B constagk represent a small minority of all outstagdatares of our Class A and Clas
common stock. This concentrated control will limdur ability to influence corporate matters for fioeeseeable future, and, as a result
market price of our Class A common stock could teessely affected. Future transfers by holders las€B common stock will genere
result in those shares converting to Class A comstock, which will have the effect, over time, n€ieasing the relative voting power of th
holders of Class B common stock who retain thedrrs$ in the long term, which may include existiogrfders, officers and directors and t
affiliates.
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*Qur share price has been and will likely continue be volatile.

The trading price of our Class A common stock hasnh and is likely to continue to be, highly vdatnd could be subject to w
fluctuations in response to various factors, sofetdch are beyond our control. Since shares of @mmmon stock were sold in our ini
public offering in March 2012 at a price of $15/8€r share through July 31, 2013, our Class A comstock’s daily closing price has ranc
from $15.22 to $42.13. In addition to the factoiscdssed in this Risk Factors' section and elsewhere in this quarterly reportofacthat ma
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 rdegive to our competitors;

e announcements of technological innovations or nff@riags by us or our competitors;

e announcements by us or our competitors of sigmfieaquisitions, strategic partnerships, joint vee$ or capitataising activities ¢
commitments;

e additions or departures of key personnel;

e issuance of research or reports by securities sisaly

e fluctuations in the valuation of companies perceibag 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 shaaest

e general economic and market conditions.

Furthermore, the stock markets recently have egpeeid extreme price and volume fluctuations thae tedfected and continue to aff
the market prices of equity securities of many canigs. These fluctuations often have been unrelatetisproportionate to the operat
performance of those companies. These broad mardindustry fluctuations, as well as general eodoppolitical and market conditio
such as recessions, interest rate changes oratitaral currency fluctuations, may negatively impoe market price of our Class A comn
stock. In the past, companies that have experiemoktility in the market price of their stock habeen subject to securities class ac
litigation. We may be the target of this type digition in the future. Securities litigation agstius could result in substantial costs and ¢
our management’s attention from other businessaros¢ which could harm our business.

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

We have never declared or paid any cash dividendsuo common stock and do not intend to pay an ciiddends in the foreseea
future. We anticipate that we will retain all ofrduture earnings for use in the development oflmusiness and for general corporate purp
Any determination to pay dividends in the futurdl we at the discretion of our board of directokscordingly, investors must rely on sale:
their Class A common stock after price appreciatwimich may never occur, as the only way to readizg future gains on their investments.

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

Provisions in our certificate of incorporation dngdaws may have the effect of delaying or prevantirchange in control or changes in
management. Our amended and restated certificateafporation and amended and restated bylawsdegbrovisions that:

e authorize our board of directors to issue, withiouther action by the stockholders, up to 10,000,8PRares of undesignated prefe
stock;

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

e specify that special meetings of our stockholders lze called only by our board of directors, thai€bf our board of directors, or ¢



Chief Executive Officer;

establish an advance notice procedure for stockihgitbposals to be brought before an annual meetinlyding proposed nominatic
of persons for election to our board of directors;

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

e provide that vacancies on our board of directory ima filled only by a majority of directors then affice, even though less tha
quorum;

e require the approval of our board of directorsha holders of a supermajority of our outstandingret of capital stock to amend
bylaws and certain provisions of our certificateéraforporation; and

e reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giterny our stockholders to replace or remove oueot management by making it m
difficult for stockholders to replace members of board of directors, which is responsible for a@pfing the members of our managemen
addition, because we are incorporated in Delawaeeare governed by the provisions of Section 20Bi@Delaware General Corporation L
which generally prohibits a Delaware corporatioanir engaging in any of a broad range of businessbowtions 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 publistesearch or reports about our business, or publishgative reports about our business,
share price and trading volume could declir

The trading market for our Class A common stocksdme extent, depends on the research and repattsecurities or industry analy
publish about us or our business. We do not hayecantrol over these analysts. If one or more ef @halysts who cover us downgrade
shares or change their opinion of our shares, baresprice would likely decline. If one or more tbese analysts cease coverage o
company or fail to regularly publish reports onwe, could lose visibility in the financial marketghich could cause our share price or tra
volume to decline.

*Future sales of our Class A common stock in thelpic market could cause our share price to decline.

Sales of a substantial number of shares of oursGdasommon stock in the public market, particulaftes by our directors, officers
employees and significant stockholders, or the g@ion that these sales might occur, could deptessnarket price of our Class A comn
stock and could impair our ability to raise capttabugh the sale of additional equity securiti&& have a small public float relative to the t
number of shares of our Class A and Class B conmstank that are issued. As of June 30, 2013, we3BalB6,395 shares of Class A comi
stock and 25,868,912 shares of Class B common staistanding. Although a public market exists far €lass A common stock only, she
of Class B common stock are generally convertibte an equivalent number of shares of Class A comstock at the option of the holdel
upon transfer (subject to certain exceptions).

The requirements of being a public company may straur resources, divert managemeastattention and affect our ability to attract al
retain qualified board members.

We are subject to the reporting requirements ofBkehange Act, the Sarbanes-Oxley Act, the DBdahk Act, the listing requirements
the New York Stock Exchange and other applicabbeirstées rules and regulations. Compliance withstheules and regulations has incre.
and will continue to increase our legal and finah@ompliance costs, make some activities moracdiff time-consuming or costly, ai
increase demand on our systems and resources. arbar@®xley Act requires, among other things, that wentzn effective disclosu
controls and procedures and internal control owemicial reporting. In order to maintain and, ifjuéed, improve our disclosure controls
procedures and internal control over financial répg to meet this standard, significant resoureed management oversight may be reqt
As a result, managemestattention may be diverted from other business@ors, which could harm our business and operatsglts
Although we have hired additional employees to clgmgth these requirements, we may need to hireensonployees in the future, which \
increase our costs and expenses.

In addition, changing laws, regulations and statislaelating to corporate governance and publicl@isce are creating uncertainty
public companies, increasing legal and financiahplance costs and making some activities more toresuming. These laws, regulations
standards are subject to varying interpretatiamsnany cases due to their lack of specificity, a®la result, their application in practice |
evolve over time as new guidance is provided byulaggry and governing bodies. This could resultcontinuing uncertainty regardi
compliance matters and higher costs necessitatenh@pging revisions to disclosure and governancetioes. We intend to invest resource
comply with evolving laws, regulations and standamhd this investment may result in increased gé¢r@ed administrative expenses ai
diversion of management’s time and attention fr@vwenuegenerating activities to compliance activitiesolfr efforts to comply with ne
laws, regulations and standards differ from theviiets intended by regulatory or governing boddse to ambiguities related to pract
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 thatiigect to these new rules and regulations will eniaknore expensive for us to obt
director and officer liability insurance, and weyrize required to accept reduced coverage or indestantially higher costs to obtain cover:
These factors could also make it more difficult fizrto attract and retain qualified members of lmard of directors and qualified execu
officers.

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

We will be required, pursuant to Section 404 of 8sbane®©xley Act, to furnish a report by management onpagnother things, tt
effectiveness of our internal control over finamegporting for the fiscal year ending 2013. Thisessment will need to include disclosur
any material weaknesses identified by our managemesur internal control over financial reportings well as a statement that our aud
have issued an attestation report on our managésassessment of our internal controls. We are éneduly stages of the costly
challenging process of compiling the system anagssing documentation necessary to perform theiaah needed to comply with Sect
404. We may not be able to complete our evaluat&sting and any required remediation in a timakhfon. During the evaluation and tes
process, if we identify one or more material wealses in our internal control over financial repagtiwe will be unable to assert that
internal controls are effective. If we are unaldl@ssert that our internal control over financedarting is effective, or if our auditors are ura
to express an opinion on the effectiveness of ptarmal controls, we could lose investor confideimcéhe accuracy and completeness of
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 initial public oiifg, in which we sold 8,172,500 shares of Clagsofmon stock at a price to the pu
of $15.00 per share. The aggregate offering pucestiares sold in the offering was approximatel@25& million. The offer and sale of all
the shares in the initial public offering were tgred under the Securities Act of 1933, as amelfihed “Securities Act”)pursuant to
registration statement on Form S-1 (File No. 338030), which was declared effective by the Séiesriand Exchange Commission |
“SEC”) on February 16, 2012. Our use of proceeddate has been as described in our final prospéittas'Prospectus”jiled with the SE(
pursuant to Rule 424(b) under the Securities AcMamch 2, 2012, and has included the payment ofcqupately $24.3 million for the ca
portion of the purchase price of Qype and approtetgeb2.2 million for the cash portion of the puase price of SeatMe. There has bee
material change in the planned use of proceeds fsraminitial public offering as described in theoBpectus. We have invested the fu
received that have not yet been utilized in registenoney market funds.

Issuer Purchases of Equity Securities

The table below provides information with respextrépurchases of shares of our Class B common .sidckshares of our Class
common stock were repurchased during this period.

Total Number of

Shares Maximum

Purchased as Number of
Total Weighted Part of Publicly Shares that May
Number of Average Announced Yet Be Purchase!
Shares Price Paid Plans or Under the Plans

Period Purchased®  per Share Programs or Programs
April 1 — April 30, 2013 = = = —
May 1 — May 31, 2013 343¢ $ 30.97 — —
June 1 — June 30, 2013 — — — —
Total 343¢ $ 30.97 — —

(1) Represents shares withheld to satisfy tax withingldibligations in connection with the vesting ofpgoyee restricted stock awards ur
our 2012 Equity Incentive Plan, as amenc
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

A list of exhibits filed with this report or incogpated herein by reference is found in the Inde¥xbibits immediately following tt
signature page of this report and is incorporatéal this Item 6 by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behal
the undersigned thereunto duly authorized.

YELP INC.

Date: August 2, 2013 /sl Rob Krolik
Rob Krolik
Chief Financial Officer
(Principal Financial Officer and Duly Authorizeddsiatory)




EXHIBIT INDEX

Filed
Incorporated by Reference Herewith
Exhibit
Number Exhibit Description Form File No. Exhibit  Filing Date
3.1 Amended and Restated Certificate of Incorporatio¥iedp Inc. 8-K 001-35444 3.1 3/9/2012
3.2 Amended and Restated Bylaws of Yelp Inc. S-1/A  333-17803( 3.4 2/3/2012
4.1 Reference is made to Exhibits 3.1 and
4.2 Form of Class A Common Stock Certificate. S-1/A  333-17803( 4.1 2/3/2012
4.2  Form of Class B Common Stock Certifice S-1/A 33317803( 4.2 2/3/2012
10.1* 2012 Equity Incentive Plan, as amended. 8-K 001-35444 10.1 6/11/2013
31.1 Certification pursuant to Rule 13a-14(a)/15d-14(a). X
31.2 Certification pursuant to Rule 1-14(a)/15«14(a). X
32.11 Certifications of Chief Executive Officer and Chighancial X
Officer.
101.INS# XBRL Instance Documen X
101.SCH;  XBRL Taxonomy Extension Schema Document. X
101.CAL#%# XBRL Taxonomy Extension Calculation Linkbase Docute X
101.DEF# XBRL Taxonomy Extension Definition Linkbase Docurhe X
101.LAB# XBRL Taxonomy Extension Labels Linkbase Document. X
101.PRE: XBRL Taxonomy Extension Presentation Linkbase Doenin X
*  |Indicates management contract or compensatorygslarrangemen
T The certifications attached as Exhibit 32.1 accamgpthis Quarterly Report on Form ID- are not deemed fil
with the Securities and Exchange Commission andchatéo be incorporated by reference into any dilof Yelg
Inc. under the Securities Act of 1933, as amendedhe Securities Exchange Act of 1934, as amend&adthe
made before or after the date of this Quarterlyd®epn Form 109, irrespective of any general incorpora
language contained in such filing.
#  Pursuant to applicable securities laws and reguiatithe Registrant is deemed to have complied th@heportin

obligation related to the submission of interactiega files in such exhibits and is not subjedtability under an'
antifraud provisions of the federal securities lawsla®y as the Registrant has made a good faith attéo
comply with the submission requirements and proyngthends the interactive data files after becoraivgre the
the interactive data files fails to comply with thebmission requirements. These interactive dida fire deem
not filed or part of a registration statement avgmectus for purposes of Sections 11 or 12 of deiBies Act ¢
1933, as amended, are deemed not filed for theopagof section 18 of the Securities Exchange Ad984, a
amended, and otherwise are not subject to liahilitger those sections.




E xHiBIT 31.1
CERTIFICATIONS
I, Jeremy Stoppelman, certify that:

1. I have reviewed this Quarterly Report omnfrd0-Q of Yelp Inc.;

2. Based on my knowledge, this report does notagorany untrue statement of a material fact or dmitate a material fact necessal
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemantd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report.

4. The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures |
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedordse designed under «
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us by ot
within those entities, particularly during the metiin which this report is being prepared;

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presantais report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

c) Disclosed in this report any change in the tegid’s internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an Annugbdt8 that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden:
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cordx@r financial reporting which ¢
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: August 2, 2013

/sl Jeremy Stoppelman

Jeremy Stoppelman
Chief Executive Officer




E xHiBIT 31.2
CERTIFICATION
I, Rob Krolik, certify that:

1. I have reviewed this Quarterly Report omnfrd0-Q of Yelp Inc.;

2. Based on my knowledge, this report does notagorany untrue statement of a material fact or dmitate a material fact necessal
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemantd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report.

4. The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures |
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedordse designed under «
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us by ot
within those entities, particularly during the metiin which this report is being prepared;

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presantais report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

c) Disclosed in this report any change in the tegid’s internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an Annugbdt8 that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden:
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cordx@r financial reporting which ¢
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: August 2, 2013

/s/ Rob Krolik

Rob Krolik
Chief Financial Officer




E xHiBIT 32.1
CERTIFICATION

Pursuant to the requirement set forth in RiBa-14(b) of the Securities Exchange Act of 193amended (the “Exchange Actgnc
Section 1350 of Chapter 63 of Title 18 of the Udiftates Code (18 U.S.C. § 1350), Jeremy Stoppel@tzinf Executive Officer of Yelp In
(the “Company”), and Rob Krolik, Chief Financialfiaer of the Company, each hereby certifies thmthe best of his knowledge:

1. The Company’s Quarterly Report on Form 10-Q forpgheod ended June 30, 2013, to which @éstification is attached as Exhibit 3
(the “Quarterly Report”), fully complies with thequirements of Section 13(a) or Section 15(d) efEkchange Act; and

2. The information contained in the Quarterly Repaitly presents, in all material respects, the faiaihcondition and results of operatis
of the Company.

In Witness Whereof, the undersigned have set Haids hereto as of the 2nd day of August, 2013.

/sl Jeremy Stoppelman /s/ Rob Krolik
Jeremy Stoppelman Rob Krolik
Chief Executive Officer Chief Financial Officer

This certification accompanies the Quarterly RemortForm 10Q to which it relates, is not deemed filed with thecurities and Exchan
Commission and is not to be incorporated by refegeinto any filing of Yelp Inc. under the Secustidct of 1933, as amended, or
Securities Exchange Act of 1934, as amended (whetlée before or after the date of the QuarterlydReon Form 1), irrespective of ar
general incorporation language contained in suatyfi




