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S IGNATURES

Unless the context otherwise indicates, where igr ie this Quarterly Report to our “mobile applica” or “mobile app,” we refer to all
of our applications for mobile-enabled devices. i&irty, references to our “website” refer to botietU.S. and international versions of our
website, as well as the versions of our websitécddeld to mobile-based browsers.

In the fourth quarter of 2012, we acquired Qype Gl Germany-based reviews website. We begin imudulaffic, content and local
business activity from each Qype market in our k&jrics following our migration of such market keetYelp platform. Accordingly, the key
metrics presented in this Quarterly Report as dffanthe quarter ended September 30, 2013 incheléraffic, content and local business
activity of the Qype markets that had been migradethe Yelp platform as of September 30, 2013zBr&rance, Ireland, Italy, Spain and the
United Kingdom.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

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

(Unaudited)
September 3C December 31
2013 2012
Assets
Current assett
Cash and cash equivale $ 101,21 $ 95,12
Accounts receivable (net of allowance for doubtfatounts of $624 and $384 at September 30, 2013
and December 31, 2012, respective 17,19: 11,73¢
Prepaid expenses and other current a: 6,80¢ 4,912
Total current asse 125,21! 111,77
Property, equipment and software, 25,92: 14,79¢
Goodwill 58,81« 48,60¢
Intangibles, ne 5,77: 5,93¢
Restricted cas 8,16¢ 6,40(
Other asset 44C 182
Total asset $ 224,33 $ 187,69t
Liabilities and stockholders’ equity
Current liabilities:
Accounts payabl $ 2,83¢ $ 2,28¢
Accrued liabilities 22,04( 16,36"
Deferred revenu 2,221 2,85¢
Total current liabilities 27,10( 21,507
Long term liabilities 79¢ 527
Total liabilities 27,89¢ 22,03¢
Commitments and contingencies (Note
Stockholder' equity
Common stock, $0.000001 par value—500,000,000 slzarenorized; 65,973,621 and 63,505,269
shares issued and outstanding at September 30a2@1Becember 31, 2012, respectiv — —
Additional paic-in capital 262,67! 225,24!
Accumulated other comprehensive incc 2,14: 80t
Accumulated defici (68,387) (60,38¢)
Total stockholder equity 196,43: 165,66.
Total liabilities and stockholde’ equity $ 224,33 $ 187,69t

See notes to condensed consolidated financiahsémiis.
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YELP INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenue¢
Costs and expens

(In thousands, except per share data)
(Unaudited)

Cost of revenue (exclusive of depreciation and éimaiion shown separately

below)
Sales and marketir
Product developmel
General and administratiy
Depreciation and amortizatic
Restructuring and integratic
Total costs and expens
Loss from operation
Other income (expense), r
Loss before income tax
Provision for income taxe
Net loss

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

Net loss per share attributable to common stocldrsl@Class A and E

Basic
Diluted

Weighted-average shares used to compute net loshaee attributable to common

stockholders (Class A and
Basic

Diluted

Three Months Ended

Nine Months Ended

September 30 September 30
2013 2012 2013 2012
$61,18. $36,37: $162,33° $ 96,41(
4,271 2,501 11,63¢ 6,92¢
34,12¢ 21,30: 93,12 60,40¢
11,20¢ 5,75% 26,44 14,23(
10,53¢ 6,98 29,441 23,67¢
2,81¢ 1,78( 7,931 4,80z
— — 67E —
62,96 38,32: 169,25: 110,04(
(1,78) (1,959 (6,915 (13,630
(31) (14) (29€) (23)
(1,819 (1,966 (7,219 (13,659
(510) (45) (786) (142)
(2,327 (2,019 (7,999 (13,79
— — — (3D
$(2,322) $(2,01) $ (7,999 $(13,82¢)
$ (009 $ (0.0 $ (012 $ (0.29)
$ (009 $ (0.0 $ (012 $ (0.27)
65,53( 61,26 64,62( 51,17¢
65,53( 61,26 64,62( 51,17¢

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

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

2013 2012 2013 2012

Net loss $(2,329) $(2,010) $(7,999 $(13,799H
Other comprehensive income (los

Foreign currency translation adjustme 2,33: 73 1,33¢ (127)
Other comprehensive income (lo 2,33: 73 1,33¢ (127
Comprehensive income (los $ 11  $(1,93¢) $(6,66]) $(13,91¢

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

(Unaudited)
Nine Months Ended September 3C
2013 2012
OPERATING ACTIVITIES:
Net loss $ (7,999 $ (13,799
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Depreciation and amortizatic 7,931 4,80:
Provision for doubtful accounts and sales reti 2,17¢ 19:
Stoclk-based compensatic 17,88¢ 11,62:
Loss on disposal of assets and website developoostd 18¢ 25
Changes in operating assets and liabilit
Accounts receivabl (7,557%) (2,657)
Prepaid expenses and other as (3,020 (1,760
Accounts payable and accrued expet 3,17¢ 672
Deferred revenu (680) (829)
Net cash provided by (used in) operating activi 12,10¢ (1,72%)
INVESTING ACTIVITIES:
Acquisition of SeatMe, net of cash acqui (2,057%) —
Purchases of property, equipment and soft (9,547 (3,489
Capitalized website and software development ¢ (3,26%) (2,339
Change in restricted ca (1,769 (6,049
Goodwill measurement period adjustm 1,152 —
Net cash used in investing activiti (15,489 (11,86¢)
FINANCING ACTIVITIES:
Proceeds from initial public offering, net of ofifeg costs — 112,25
Proceeds from issuance of common sl 9,70z 2,82
Repurchase of common sta (36¢) —
Net cash provided by financing activiti 9,334 115,08:
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH BQYALENTS 132 (140
CHANGE IN CASH AND CASH EQUIVALENTS 6,09( 101,34
CASH AND CASH EQUIVALENTS—Beginning of perioc 95,124 21,73¢
CASH AND CASH EQUIVALENTS—ENd of perioc $ 101,21 $ 123,08:
SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW INFORNIFON:
Cash paid for income taxes, net of refu $ 11€ $ 8C
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING ANONANCING ACTIVITIES:
Purchases of property and equipment recorded iouats payable and accrui $ 3,87¢ $ 77C
Capitalized website and software development aestsrded in accounts payable and accr 31 —
Accretion of redeemable convertible preferred s! — 31
Vesting of early exercised optio — 4€

See notes to condensed consolidated financiahstats.
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YELP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Yelp Inc. was incorporated in Delaware on Septen3h@004. Except where specifically noted or thetert otherwise requires, the use
of terms such as the “Company” and “Yelp” in thék®es to Condensed Consolidated Financial Statermefers to Yelp Inc. and its
subsidiaries.

Yelp connects people with great local businesse#p’¥ users have contributed millions of reviewslmhost every type of local business,
giving a voice to consumers and bringing “word afuth” online. Businesses of all sizes use the Ydform to engage with consumers at the
critical moment when they are deciding where tanspeir money.

Basis of Presentation

The accompanying condensed consolidated finanitdraents are unaudited. These unaudited intemdertsed consolidated financial
statements have been prepared in accordance witluating principles generally accepted in the UhB¢ates of America (“GAAP”) and
applicable rules and regulations of the U.S. S&esrand Exchange Commission (“SEC”) regardingrimtdinancial reporting. Certain
information and note disclosures normally includtethe financial statements prepared in accordanteGAAP have been condensed or
omitted pursuant to such rules and regulationsofdingly, these interim condensed consolidatedniiie statements should be read in
conjunction with the consolidated financial stataetsecontained in the Company’s Annual Report omFd8-K filed with the SEC on
February 27, 2013 (the “Annual ReportThe condensed consolidated balance sheet as ofribec&1, 2012 included herein was derived f
the audited consolidated financial statements disatfdate but does not include all disclosuresired by GAAP, including notes to the
financial statements.

The unaudited interim condensed consolidated fimhstatements have been prepared on the samedsatsis audited consolidated
financial statements and, in the opinion of manag#rinclude all adjustments of a normal recurniature necessary for the fair presentation
of the interim periods presented.

Significant Accounting Policies

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

Effective January 1, 2013, the Company prospegtimdbpted Accounting Standards Update (“ASU”) 2023 Reporting of Amounts
Reclassified Out of Accumulated Other Comprehens@me.” This update requires companies to provide infdromaregarding the amounts
reclassified out of accumulated other compreherisis@me by component. In addition, companies ageired to present, either on the face of
the statement where net income (loss) is presenmtadthe accompanying notes, significant amouattassified out of accumulated other
comprehensive income (loss) by the respectiveitémas of net income (loss). The adoption of ASU 202 did not have a material impact on
the Company'’s consolidated financial statements.

Effective July 1, 2013, the Company prospectivelgmed ASU 2013-11, Presentation of an Unrecognized Tax Benefit Whileta
Operating Loss Carryforward, a Similar Tax Lossaofax Credit Carryforward Exists (a consensushefEinancial Accounting Standards
Board Emerging Issues Task Forc” This update eliminates diversity in practice fsesentation of an unrecognized tax benefit wheata
operating loss carryforward, a similar tax lossadax credit carryforward is available to reduee taxable income or tax payable that would
result from disallowance of a tax position. The @ttln of this standard did not have a material iotwen the Company’s consolidated financial
statements.

Principles of Consolidation

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

Use of Estimates

The preparation of the Company’s condensed coregelidfinancial statements in conformity with GAARuires management to make
estimates and assumptions that affect the repartemlints of assets and liabilities and disclosumafingent assets and liabilities at the da
the condensed consolidated financial statementshenieported amounts of income and expenses dilmingeporting period. These estimates
are based on information available as of the ditieeocondensed consolidated financial statemémsefore, actual results could differ from
management’s estimates.
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2. FAIR VALUE OF FINANCIAL INSTRUMENTS

The accounting guidance for fair value measuremensitizes the inputs used in measuring fair eatu the following hierarchy:

Level 1—Observable inputs, such as quoted prices in aotakets,

Level 2—Inputs other than the quoted prices in active mi@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 use obsérvabrket data, when available, and to minimizeube of unobservable inputs when
determining fair value. On a recurring basis, tlen@any measures its financial assets at fair valoe.Company’s investment instruments are

classified within Level 1 of the fair value hierbycbecause they are valued using quoted pricestiveamarkets.

The following table represents the Company’s finanostruments measured at fair value as of Sejpée80, 2013 and December 31,
2012 (in thousands):

September 30, 201 December 31, 201
Level 1 Level 2 Level = Total Level 1 Level 2 Level 2 Total
Money market funds(1) $83,28t $ — $— $83,28¢ $87,26: $ — $— $87,26:

(1) Included in cash and cash equivalents on the cardeconsolidated balance she

3. ACQUISITIONS
SeatMe, Inc.

On July 24, 2013, the Company acquired SeatMe (1BeatMe”). In connection with the acquisition|, @l the outstanding capital stock
and options to purchase capital stock of SeatMe wenverted into the right to receive an aggreghspproximately $2.2 million in cash and
260,901 shares of Yelp Class A common stock withggregate fair value of approximately $9.7 millias determined on the basis of the
closing market price of the Company’s Class A comrsimck on the acquisition date. Of the total coestion paid in connection with the
acquisition, $0.1 million in cash and 31,236 shafe¥elp Class A common stock are being held im@sdo secure indemnification
obligations. The key factor underlying the acqiositwas securing the technology to provide onlegervations directly through the
Company’s website with minimal product and engimegwork.

The acquisition was accounted for as a busines®ication in accordance with Accounting Standarddifization Topic 805, ‘Business
Combinations”(*ASC 805"), with the results of SeatMebperations included in the consolidated finanstalements starting on July 24, 20
The following table summarizes the consideration far SeatMe and the allocation of the purchaseepbased on the estimated fair value of
the assets acquired and liabilities assumed adfuisition date (in thousands):

July 24, 201
Fair value of purchase considerati
Cash:

Distributed to SeatMe equity holde $ 2,05i
Held in escrow accoul 56

Class A common stocl
Distributed to SeatMe equity holde 8,42(
Held in escrow accoul 1,24¢
Total purchase considerati $ 11,77¢
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Fair value of net assets acquir

Cash and Cash Equivalel $ 56
Property and equipme 47
Intangibles 1,44(
Goodwill 10,27¢
Other asset 117
Total assets acquire 11,93¢
Total liabilities assume 16C

Net assets acquire $11,77¢

Estimated useful lives of the intangible assetsimed are shown below:

Intangible Typ Useful Life
Developed technology 6 year
Customer relationshiy 2 year
Trade namt 2 year

Weighted averag 5.6 year

The intangible assets are being amortized on aktrine basis, which reflects the pattern in whibe economic benefits of the
intangible assets are being utilized. The goodwallts from the Company’s opportunity to offerdtsstomers and leverage the SeatMe web-
and app-based reservation solution. None of thelgiblas deductible for tax purposes.

For the three and nine months ended Septembe038, the Company recorded acquisition-related &etien costs of approximately
$0.2 million, which were included in general andréaistrative expense in the accompanying consaitiatatement of operations. Pro forma
results of operations for this acquisition have lme¢n presented because they are not materiag twtisolidated results of operations, either
individually or in aggregate.

Qype GmbH

On October 23, 2012, the Company, through its whaltned subsidiary, Yelp Ireland Ltd., completed #tquisition of all the
outstanding equity interests of Qype GmbH andutssgliaries (collectively, “Qype”) for approximaye$24.3 million in cash and Yelp Class A
common stock with an approximate fair value of $28illion. Of the total consideration paid in cootien with the acquisition, $10.3 million
was held in the form of cash in escrow to secudenmnification obligations. The balance remaininghia escrow fund relating to this
acquisition was approximately $9.4 million as op@enber 30, 2013. The acquisition was accountedsa business combination in
accordance with ASC 805, with the results of Qypgierations included in the consolidated finansiatements starting on October 23, 2012.
The key factors underlying the acquisition werse¢oure an established European market presenein 6btpe’s content and traffic and the
opportunity for expansion.

The unaudited pro forma financial information ie ttable below summarizes the combined results efatjpns for the Company and
Qype, and includes the accounting effects resuftimg the acquisition, including transaction, rasturing and integration costs, amortization
charges from acquired intangible assets, and clsangiepreciation due to differing asset valuesdemteciation lives as though the compa
were combined as of January 1, 2012. The unaudiefbrma financial information, as presented bel®for informational purposes only a
is not necessarily indicative of the results ofratiens that would have been achieved if the adfpuishad taken place as of January 1, 201
thousands, except per share data):

Pro Forma
Three Months Endec Nine Months Endec
September 30, 201 September 30, 201
Revenue $ 39,81( $ 104,541
Net loss $ (1,04¢9) $ (18,160)
Basic and diluted net loss per share attributabmmmon
stockholder: $ (0.02) $ (0.3%)

In October 2012, following the acquisition of Qyplee Company announced its plan to reduce theo$ittee Qype workforce and
terminate several of Qype’s leases. These acti@ns made in order to reduce the Company’s costtstre; enhance operating efficiencies an
strengthen the Company'’s business to achieve lemg-profitable growth. As a result of this plange thompany
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incurred restructuring charges during the fourthrtgr of 2012 and the first quarter of 2013, whigdre included in the restructuring and
integration costs in the consolidated statemengpefations for such periods. Restructuring litibdiwere $0.1 million as of September 30,
2013, and are included in accrued liabilities anabcompanying condensed consolidated balance tee€ompany’s restructuring plan was
substantially completed during the nine months drigieptember 30, 2013. Any additional expense ikat¢his restructuring plan incurred in
the future is expected to be immaterial. The Comaas recorded restructuring charges of $1.9 millamdate. The following table summari
the changes in the Company’s restructuring liaegi{in thousands):

Balance as of December 31, 2( $ 68t
Provision 93t
Payment: (1,309
Adjustment to prior provisio (260
Balance as of September 30, 2( $ 55

4. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as of September 30,a2@llBecember 31, 2012 consist of the followinglimusands):

September 3C December 31
2013 2012
Cash and cash equivalel
Cash $ 17,92¢ $ 7,86z
Money market fund 83,28t 87,26:
Total cash and cash equivale $ 101,21 $ 95,12«

In addition, the lease agreements for the CompadaisFrancisco, New York and London, England offieach require the Company to
maintain a letter of credit issued to the landlavtisach facility. Each letter of credit is subjeztenewal annually until the lease expires. As o
September 30, 2013 and December 31, 2012, the Goniyeal letters of credit in the aggregate amou®8o2 million and $6.4 million,
respectively, related to such leases.

5. PROPERTY, EQUIPMENT AND SOFTWARE, NET
Property, equipment and software, net as of Sepgel, 2013 and December 31, 2012 consist of thesfimg (in thousands):

September 3C December 31
2013 2012

Computer equipment $ 11,55¢ $ 831t
Software 45¢ 43¢
Capitalized website and inter-use software development co 12,11¢ 8,65:
Furniture and fixture 3,52¢ 2,61:
Leasehold improvemen 11,59: 5,017
Telecommunicatiol 1,90¢ 1,57(
Total 41,16: 26,60:
Less accumulated depreciati (15,24) (11,809
Property, equipment and software, $ 25,92 $  14,79¢

Depreciation expense for the three months endett®éyer 30, 2013 and 2012 was approximately $1.8omiand $1.5 million,
respectively, and for the nine months ended Sepe®®, 2013 and 2012, depreciation expense wasdpmtely $5.3 million and $4.0
million, respectively.
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6. GOODWILL AND INTANGIBLE ASSETS

The Company’s goodwill is the result of the acgiosi of Qype on October 23, 2012 and the acquisitibSeatMe on July 24, 2013, and
represents the excess of purchase consideratiorite/éir value of assets and liabilities acquired

The changes in the carrying amount of goodwilltfar nine months ended September 30, 2013 werdlag$din thousands):

Balance as of December 31, 2( $48,60¢
Gooduwill acquirec 10,27¢
Measurement period adjustme (1,159
Effect of currency translatio 1,08:
Balance as of September 30, 2( $58,81¢

Under the terms of the share purchase agreemaridgmong the Company, its whotiywned subsidiary Yelp Ireland Ltd., Qype anc
shareholders, the Qype purchase price was subjegpost-closing adjustment based on Qype’s netingcapital as of the acquisition date.
On April 15, 2013, Yelp and the former Qype shatétis agreed to an adjustment of the purchase pri@aor of Yelp in the amount of
€0.9 million (approximately $1.2 million as of Septeer 30, 2013) based on Qype’s net working capgaif the acquisition date. As this
agreement occurred during the measurement perititbatcquisition, as defined by ASC 805, the imjpdithis adjustment was recorded as an
increase to cash and a decrease to goodwill. Tatedefunds were released to the Company fromshew fund during the nine months en
September 30, 2013.

The intangible assets detail at September 30, a8tidecember 31, 2012 consist of the followinglédslin thousands):

Weighted
Gross Net Average
Carrying Accumulate: Carryinc Remaininc

Amount Amortizatior Amount Life

September 30, 201
Content $3,34¢ $ (719 $2,627 4.1 year
Advertiser relationship 2,00t (859) 1,14¢ 1.1 year
Developed technolog 1,84: (292) 1,551 5.0 year
Trade name and oth 54€ (203) 343 1.4 year
Domains 25C (145) 10E 4.0 year
$7,99( $ (2,219 $5,77:

Weighted
Gross Net Average
Carrying Accumulater Carrying Remaining

Amount Amortizatior Amount Life

December 31, 201!

Content $3,30¢ $  (12¢) $3,17¢ 4.8 year
Advertiser relationship 1,982 (18¢) 1,794 1.8 year
Developed technolog 52¢ (57) 47¢ 1.8 year
Trade name and oth 39¢ (38) 35¢ 1.8 year
Domains 24¢€ (118 12¢ 4.6 year

$6,451 $  (521)  $5,93¢

Amortization expense was $0.6 million and zerotfer three months ended September 30, 2013 and g&li&ctively, and $1.6 million
and zero for the nine months ended September 33 &0d 2012, respectively.
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As of September 30, 2013, the estimated future ration of purchased intangible assets for (i)rémaining three months of 2013,
(i) each of the succeeding four years and (ii@ slucceeding fifth year and thereafter are asviglipn thousands):

Year Ending December { Amount
2013 (from October 1, 2013) $ 631
2014 2,22¢
2015 922
2016 88(
2017 75¢
2018 and thereaftt 352
Total amortizatior $5,77¢

7. ACCRUED LIABILITIES
Accrued liabilities as of September 30, 2013 anddbgber 31, 2012 consist of the following (in thowds):

September 3C December 31
2013 2012

Accrued vacation and employee related expenses $ 4,87( $ 2,46:
Accrued commission 2,91¢ 2,037
Deferred ren 1,78¢ 1,75¢
Legal settlement accru — 2,167
Accrued value added taxes pays 97¢ 1,26(
Accrued payroll ta; 1,271 84t
Merchant revenue share liabill 68¢ 53¢
Accrued restructuring and integrati 55 71C
Fixed asset purchase commitme 3,87¢ 383
Other accrued expens 5,591 4,20¢
Total $  22,04( $ 16,361

8. OTHER INCOME (EXPENSE), NET
Other income (expense), net for the three and mioieths ended September 30, 2013 and 2012 conbisits fllowing (in thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Interest income $ 1 $ 16 $ 4 $ 34
Transaction gain (loss) on foreign excha 50 (20 (173 (29
Other nor-operating income (loss), n (92 (10 (16€) (28)
Other income (expense), r $ (31 $ (14 $ (29§ $ (23

9. COMMITMENTS AND CONTINGENCIES

Office Facility Leases — The Company leases its office facilities undeemting lease agreements that expire from Nove2bib4 to
September 2021. The terms of the lease agreemenisie for rental payments on a graduated basis.Jémpany recognizes rent expense or
a straight-line basis over the lease period.

Rental expense was $2.3 million and $1.1 milliontfe three months ended September 30, 2013 arf] BHpectively, and was $5.5
million and $3.0 million for the nine months endgeptember 30, 2013 and 2012, respectively.

10
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Legal Proceedings— The Company is subject to legal proceedingsrayim the ordinary course of business. Although riésults of
litigation and claims cannot be predicted with aenty, the Company currently does not believe thatfinal outcome of any of these matters
will have a material adverse effect on the Compsubyisiness, financial position, results of operatior cash flows.

In February and March 2010, the Company was sueadrputative class actions on behalf of local basses asserting various causes ¢
action based on claims that the Company maniputatedatings and reviews on its platform to codoceal businesses to buy its advertising
products. These cases were subsequently consdlitieé® action asserting claims for violation of @alifornia Business & Professions Code,
extortion and attempted extortion based on the gcintthey allege and seeking monetary relief in mspecified amount and injunctive relief.
October 2011, the court dismissed this consolidatidn with prejudice. The plaintiffs have appéate the U.S. Court of Appeals for the
Ninth Circuit, which heard the appeal on July 1012 The Ninth Circuit has not yet issued a denisfccordingly, the Company is curren
unable to reasonably estimate either the probglifitncurring a loss or an estimated range of dash, if any, from this appeal.

In March 2011, the Company was sued in an actiobedralf of certain current and former employeesgtisg claims for violations of tt
federal Fair Labor Standards Act, the CalifornidodaCode and the California Business & Professf@ode seeking monetary relief in an
unspecified amount. In December 2012, the cowreids judgment giving final approval to a settlehwdrthis matter, without any admission
of liability on the Company’s part, for paymentsthg Company in an aggregate amount of approxim&®B million. The Company had
originally accrued for a settlement of approximatl.3 million in the year ended December 31, 20t@ accrual was adjusted in the quarter
ended December 31, 2012 for the final settlememtuenty which was paid in the first quarter of 2013.

Qype, an indirect wholly-owned subsidiary of then@any, had been party to two lawsuits regarding feyable for directory data that
Qype and its predecessor purchased from Deutsdekore AG (“Deutsche Telekom”) between 2005 and 2808 rate set by the German
Federal Network Agency (“FNA”). Following Germanuwrb decisions overturning the rate set by the FNAutsche Telekom sued Qype in the
Regional Court of Bonn on August 26, 2010 for apprately €1.5 million plus interest for additiorfaks for data delivered between 2005 an
2008 (the “2010 Claim”). In August 2011, the cowjected Deutsche Telekom'’s claim in full and DehésTelekom appealed the decision to
the Higher Regional Court of Cologne, which refdrtiee appeal to the Higher Regional Court in Digks#lin July 2012. Following a hearing
in April 2013, the Higher Regional Court denied Behe Telekons appeal in September 2013, although Deutsche drelekay challenge th
decision. In addition, on August 6, 2012, Deuts€akzkom filed a claim against Qype in the Regiddalirt of Bonn for approximately
€118,400 plus interest asserting Qype was unjustlicked as a result of paying an insufficient rfatedirectory data from 2005 to 2008.
However, following a hearing on December 19, 2@k&,court dismissed Deutsche Telekom'’s claim ihdnod the time for appeal has lapsed.
In August 2013, Deutsche Telekom filed a claim agQype in the Regional Court of Cologne seekmg @ximately €441,900 in additional
data service fees plus interest for data deliver&D09. The Company has requested that the RdgBmat stay proceedings in this case
pending final resolution of the 2010 Claim. Durithg three months ended September 30, 2013, unelapfilicable authoritative literature, the
Company has reversed the accrual for a loss cantirygthat was recorded as of the acquisition da@ype.

Indemnification Agreements — In the ordinary course of business, the Compmaay provide indemnifications of varying scope and
terms to customers, vendors, lessors, businesseparend other parties with respect to certainerstincluding, but not limited to, losses
arising out of breach of such agreements, servicbe provided by the Company or from intellectoraperty infringement claims made by
third parties. In addition, the Company has entémgalindemnification agreements with directors aedain officers and employees that will
require the Company, among other things, to indgnhem against certain liabilities that may atigereason of their status or service as
directors, officers or employees.

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

10. STOCKHOLDERS' EQUITY
Initial Public Offering

In March 2012, the Company completed its initigblpuioffering of its Class A common stock to thebpa (the “IPO”) whereby
8,172,500 shares of Class A common stock werelgotde Company (inclusive of 1,072,500 shares a6€A common stock from the full
exercise of the overallotment option of shares tgto the underwriters) and 50,000 shares of Glamsmmon stock were sold by a selling
stockholder, The Yelp Foundation. The public offgrprice of the shares sold in the offering was.@1fer share. The Company did not
receive any proceeds from the sales of sharesebgeatiing stockholder. The total gross proceeds fitee offering to the Company were $122.6
million. After deducting underwriters’ discountschoommissions and offering expenses, the aggregateroceeds received by the Company
totaled approximately $111.4 million. Immediatelyop to the closing of the IPO,
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all shares of the Company’s outstanding redeentaieertible preferred stock automatically conveited 35,816,772 shares of Class B

common stock. As a result, following the IPO, th@arany has two classes of common stock outstan@ilags A common stock (one vote
share) and Class B common stock (ten votes peeshar

The following table presents the shares author@etissued and outstanding as of the periods pezbén thousands, except share d¢

September 30, 201 December 31, 201
Shares Shares
Shares Issued and Shares Issued and
Authorized Outstanding Authorized Outstanding
Stockholder' equity:
Class A common stock, $0.000001 par v 200,000,00 53,573,29 200,000,00 23,380,28
Class B common stock, $0.000001 par vi 100,000,00 12,400,322 100,000,00 40,124,98
Common stock, $0.000001 par va 200,000,00 — 200,000,00 —
Undesignated Preferred Stc 10,000,00 — 10,000,00! —

Equity Incentive Plans

The Company has outstanding awards under thre¢yggaentive plans: the Amended and Restated 2@t Incentive Plan (the
“2005 Plan™), the 2011 Equity Incentive Plan (tf2011 Plan”) and the 2012 Equity Incentive Plaremgnded (the “2012 Plann July 2011
the Company terminated the 2005 Plan and providato further stock awards were to be granted uhee2005 Plan. All outstanding stock
awards under the 2005 Plan will continue to be g by their existing terms. Upon the effectivenelsthe underwriting agreement in
connection with the IPO, all shares that were regbunder the 2011 Plan but not issued were assbyndte 2012 Plan. No further awards
be granted pursuant to the 2011 Plan. All outstamdiock awards under the 2011 Plan will contirtuleet governed by their existing terms.
Under the 2012 Plan, the Company has the abilitgysioe incentive stock options (“ISOs”), non-statytstock options (“NSOs”), stock
appreciation rights, restricted stock awards (“R$A®stricted stock units (“RSUs”), performanceatarand/or performance shares.
Additionally, the 2012 Plan provides for the grahperformance cash awards to employees, direatmsconsultants.

Restricted Stock Awards and Restricted Stock Units

The Company began granting RSAs to its employedalin2011. In March 2012, the Company began gngri@SUs. The cost of the
RSAs and RSUs are determined using the fair vaitieeoCompany’s common stock on the date of gi@itick-based compensation expense i
amortized on a straight-line basis over the retpisgrvice period. RSAs and RSUs generally vest @¥eur-year period with 25% vesting at
the end of one year and the remaining vesting gogror annually thereafter.

The Company granted zero RSAs and 120,438 RSUsdgltlre three months ended September 30, 2013 ,eai0dREAs and 184,563
RSUs during the nine months ended September 33, 2Bk Company recorded stock-based compensatimneg related to RSAs and RSUs
of approximately $0.7 million and $0.1 million fdre three months ended September 30, 2013 and &l&ctively, and $1.7 million and $
million for the nine months ended September 303281d 2012, respectively. As of September 30, 20E3Company had approximately
$10.2 million of unrecognized stock-based compéosatxpense, net of estimated forfeitures, reltag®SAs and RSUs, which will be
recognized over the remaining weighted-averagenggperiod of approximately 2.50 years.

Stock Options

Stock options granted under the 2012 Plan will fzengpd at a price per share not less than thedhie at date of grant. Options granted
to date generally vest either over a fgear period with 25% vesting at the end of one @l the remaining vesting monthly thereafter aar
a four-year period with 10% vesting over the firstir, 20% vesting over the second year, 30% vestiegthe third year and 40% vesting over

the fourth year. Options granted generally are@sable for up to 10 years. A summary of stockap#ctivity for the nine months ended
September 30, 2013, is as follows:

Options Outstanding

Weighteo-
Average
Weighted- Remaining
Contractual Aggregate
Average Intrinsic
Number of Exercise Term (in Value
Shares Price years) (in thousands’
Outstanding — January 1, 2013 10,113,17 $ 10.0( 7.8¢ $ 96,99:
Grantec 4,224,00: 28.0¢
Exercisec (2,212,81) 4.3¢
Cancelec (669,709 19.7(¢
Outstandin¢— September 30, 201 11,454,65 $ 17.1¢ 8.3t $ 561,26¢

Options vested and expected to vest as of Septe3dhe01z 11,111,35 $ 16.9i 8.3¢ $ 546,79




Options vested and exercisable as of Septemb&033 3,772,66. $ 8.5¢ 7.2¢ $ 217,50:
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Aggregate intrinsic value represents the differdmetsveen the closing price of the Company’s Clag®imon stock on the New York
Stock Exchange on September 30, 2013 of $66.18enelxercise price of outstanding, in-the-moneyonst The total intrinsic value of
options exercised was approximately $30.7 millind &22.5 million for the three months ended Sept&h, 2013 and 2012, respectively,
and $65.5 million and $25.1 million for the nine mblas ended September 30, 2013 and 2012, respgctited weightedaverage grant date fe
value of options granted was $30.36 and $13.08Ipare for the three months ended September 30,&@123012, respectively, and $15.86
and $10.72 per share for the nine months ende&®éetr 30, 2013 and 2012, respectively.

As of September 30, 2013, total unrecognized cosgt@n costs, adjusted for estimated forfeiturelated to unvested stock options wa:
approximately $79.9 million, which is expected trecognized over a weighted-average time peri@l3¥ years.

Employee Stock Purchase Plan

Concurrent with the effectiveness of the undermgitagreement in connection with the IPO on Marck01,2, the Company’s 2012
Employee Stock Purchase Plan (the “ESPP”) becafaetioe. The ESPP allows eligible employees to pase shares of the Company’s
Class A common stock at a discount through pagediuctions of up to 15% of their eligible compeiwsatsubject to any plan limitations
during designated offering periods. At the endaifteoffering period, employees are able to purcbhaees at 85% of the lower of the fair
market value of the Company’s Class A common stotkhe first trading day of the offering periodanr the last day of the offering period.
The Company initiated an offering under the ESPBuwore 3, 2013 with an offering end date of Noven2$r2013. There were no shares
purchased by employees under the ESPP for the dimetaine months ended September 30, 2013. The &gmpcognized $0.3 million and
$0.4 million of stock-based compensation relatethéoESPP in the three and nine months ended Skete38, 2013, respectively.

Stock-Based Compensation

The following table summarizes the effects of stbeked compensation related to stock-based awatte condensed consolidated
statements of operations during the periods predd(m thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Stoclk-based compensation effects in loss before incorest

Cost of revenu $ 104 $ 27 $ 281 $ 85
Sales and marketir 2,66( 1,152 6,93( 3,171
Product developmel 1,70¢ 46€ 3,56¢ 1,00¢
General and administratiy 2,54; 68¢ 6,557 7,35¢

Restructuring and integratic — — 55E —
Total stocl-based compensatic $ 7,01t $ 233  $17,88¢  $11,62:

During the three and nine months ended Septemhe&03@3, the Company recognized zero and $0.6 mibiostockbased compensatic
respectively, related to the acceleration of vgstihRSUs associated with the Qype restructuriag plescribed in Note 3. During the three an
nine months ended September 30, 2012, the Compangmized zero and $5.5 million of stoslised compensation, respectively, related t
acceleration of vesting of stock options held by executive officers related to the completionhaf PO, included in general and
administrative expense. The Company capitalizecksbased compensation as website development@b$152,000 and $72,000 in the three
months ended September 30, 2013 and 2012, resplgcnd $383,000 and $209,000 in the nine monibe@ September 30, 2013 and 2012,
respectively.
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11. NET LOSS PER SHARE

Basic and diluted net income (loss) per sharebattable to common stockholders are presented ifoooity with the “two-class method”
required for participating securities. Immediatpfjor to the consummation of the IPO in March 20dIPputstanding shares of preferred stock
and common stock were converted to Class B comimak.sAs a result, shares of Class A and ClassrBneon stock are the only outstanding
equity in the Company. The rights of the holder€lafss A and Class B common stock are identicakegixwith respect to voting and
conversion. Each share of Class A common stochtilexl to one vote per share and each class afs@acommon stock is entitled to 10 votes
per share. Shares of Class B common stock mayreded into Class A common stock on a share-fareshasis at any time at the option of
the stockholder, and are automatically convertéal @Glass A common stock upon sale or transferesildp certain limited exceptions, or upon
the election of the holder or in connection withtam other conversion events.

The Company’s weighted-average unvested sharesdubjrepurchase and settlement in shares of conshock upon vesting have the
non-forfeitable right to receive dividends on amadoasis with common stock and therefore are densd participating securities that must be
included in the calculation of net loss per shaiegithe 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 «

Three Months Ended September 3C

2013 2012
Class A Class B Class A Class B
Net loss $(1,629) $ (699 $ (345  $(1,66¢6)
Add: accretion of redeemable convertible prefestdk — — — —
Net loss attributable to common stockholc $(1,629) $ (699 $ (345 $(1,666)
Basic shares
Weighte-average common shares outstant 45,80: 19,72¢ 10,50( 50,76"
Diluted shares
Weightec-average shares used to compute diluted net losshpes 45,80: 19,72¢ 10,50( 50,76"
Net loss per share attributable to common stocldrs!
Basic $ (0.0 $ (0.0H $ (0.09) $ (0.09
Diluted $ (0.0 $ (0.0H $ (0.03) $ (0.09
Nine Months Ended September 3C
2013 2012
Class A Class B Class A Class B
Net loss $(4,419) $(3,58°) $(1,93() $(11,86%
Add: accretion of redeemable convertible prefestedk — — (4) (27)
Net loss attributable to common stockholc $(4,419) $(3,58Y $(1,939) $(11,89)
Basic shares
Weighte-average common shares outstant 35,65¢ 28,96+ 7,151 44,01¢
Diluted shares
Weightec-average shares used to compute diluted net losshpes 35,65¢ 28,96+ 7,151 44,01¢
Net loss per share attributable to common stocldrsl
Basic $ (012 $ (0.19 $ (0.2 $ (0.29)
Diluted $ (012 $ (0.17) $ (0.2 $ (0.29)
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The following shardsased instruments were excluded from the calcuatfaliluted net income (loss) per share becausie #¢ffect wouls
have been anti-dilutive for the periods presenitedhpusands):

Three Months Ended Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
Stock options 11,45¢ 9,43¢ 11,45¢ 9,43¢
Restricted stock unit 36¢ 4 36¢ 4
Restricted stock awar 88 13C 88 13C
Employee stock purchase pl 54 — 54 —

12. INCOME TAXES

The Company is subject to income tax in the Uni&ates as well as other tax jurisdictions in whidonducts business. Earnings from
non-U.S. activities are subject to local country incaiae The Company does not provide for federal inedaxes on the undistributed earn
of its foreign subsidiaries as such earnings alteinvested indefinitely.

The Company recorded an income tax provision oDEHIO and $45,000 for the three months ended Sépted®, 2013 and 2012,
respectively, and $786,000 and $142,000 for the minnths ended September 30, 2013 and 2012, regbgatelated to foreign income taxes
and state minimum taxes. Based on the availablkectbg evidence during the nine months ended Sdy@eB0, 2013, management believes it
is more likely than not that the tax benefits ¢ th.S. losses incurred during the nine months eSegiember 30, 2013 may not be realized b
the end of the 2013 fiscal year. Accordingly, trepany did not record the tax benefits of the UbSses incurred during the nine months
ended September 30, 2013. The primary differentedmn the effective tax rate and the federal stajubx rate relates to the valuation
allowances on the Company’s net operating lossesigh tax rate differences, meals and entertaimueth non-deductible stock-based
compensation expense.

As of September 30, 2013, the total amount of goosecognized tax benefits was $1.1 million, $0iion of which would affect our
effective tax rate if recognized. As of Septemb&r213, the Company had an immaterial amountaelet the accrual of interest and
penalties. During the three months ended SepteBhet013, the Company’s gross unrecognized taxfligmecreased by $0.2 million, $0.1
million of which would affect our effective tax maif recognized. The Company does not have anpdaiions as of September 30, 2013 for
which it is reasonably possible that the total amiai gross unrecognized tax benefits will sigrafitly increase or decrease within the next 12
months.

13. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

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

The Company has one business activity and thereasegment managers who are held accountablg@évations, operating results or
plans for levels or components below the consddidiainit level. Accordingly, the Company has deteedithat it has a single operating and
reporting segment.
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Revenue by geography is based on the billing addvethe customer. The following tables presentGbenpanys net revenue by prodi
line, as well as revenue and long-lived assetsdogaphic region for the periods presented (eadhousands):

Net Revenue

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Net revenue by produc

Local advertising $51,16° $28,48" $134,93.  $75,21¢
Brand advertising 6,91( 5,88¢ 18,71 15,58:
Other service 3,10¢ 2,00( 8,69( 5,61:¢
Total net revenu $61,18: $36,37: $162,33 $96,41(

During the three and nine months ended Septemh&033 and 2012, a substantial majority of the Camyfs revenue was generated in
the United States. In addition, no individual cusés accounted for 10% or more of consolidated ex¢mue in either period.

Long-Lived Assets

September 3C December 31

2013 2012
United States $ 24,83¢ $ 14,27¢
All Other Countries 1,52 702
Total lon¢-lived asset: $ 26,36 $ 14,977
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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 anglgsour financial condition and results of opeoats in conjunction with our
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 uncatitas, as well as assumptions that,
if they never materialize or prove incorrect, coadtise our results to differ materially from theseressed or implied by such forward-looking
statements. The statements contained in this QlyaReport on Form 10-Q that are not purely histakiare forward-looking statements within
the meaning of Section 27A of the Securities Ac1®83, as amended, and Section 21E of the SesuEkehange Act of 1934, as amended
(the “Exchange Act”). Forward-looking statements aften identified by the use of words such asnaitimited to, “anticipate,” “believe,”
“can,” “continue,” “could,” “estimate,” “expect,”ihtend,” “may,” “plan,” “project,” “seek,” “should,“strategy,” “target,” “will,” “would” and
similar expressions or variations intended to iderfidrward-looking statements. These statemergshased on the beliefs and assumptions of
our management based on information currently algkilto management. Such forward-looking statememetsubject to risks, uncertainties
and other important factors that could cause acasallts and the timing of certain events to diffexterially from future results expressed or
implied by such forward-looking statements. Factbeg could cause or contribute to such differerigelside, but are not limited to, those
identified below and those discussed in the sediitenl “Risk Factors” included under Part Il, ItebA below. Furthermore, such forward-
looking statements speak only as of the date efréport. Except as required by law, we undertakebiigation to update any forward-looking
statements to reflect events or circumstances thftedate of such statements.

Company Overview

Yelp connects people with great local businesses.uSers have contributed a total of approximad&ly million cumulative reviews of
almost every type of local business, from restagrdroutiques and salons to dentists, mechanigs)h@rs and more. These reviews are wr
by people using Yelp to share their everyday |besiness experiences, giving voice to consumer$ending “word of mouth” online. The
information these reviews provide is valuable fongumers and businesses alike. Approximately Ihillibn unique visitors used our website
according to Google Analytics, a product from Gagghc. that provides digital marketing intelligergnd our mobile application was used on
approximately 11.2 million unique mobile devicessomonthly average basis during the quarter enéeteghber 30, 2013. Businesses of all
sizes use our platform to engage with consumeiseatritical moment when they are deciding wherspend their money. Our business
revolves around three key constituencies: the tmritrs who write reviews, the consumers who ré&at and the local businesses that they
describe.

As of September 30, 2013, we are active in 60 Yiedpkets in the United States and 51 Yelp marké¢snationally. This footprint
represents a small portion of the potential dornesid international markets that we are curreatigeting for expansion. Our domestic
expansion plans include growth in our existing retslas well as expansion into new markets, manyhath are smaller than our current
markets, as we look to expand our breadth of cgesra

Internationally, as we are in the early stagesstdlgishing our footprint, we are targeting a midboth large and small markets. In
October 2012, we acquired Qype GmbH, a Germanyeb@sgéews website (collectively with its subsidesj “Qype”), through our wholly-
owned subsidiary, Yelp Ireland Ltd. We believe #ioguisition of Qype will accelerate the expansibowr international footprint in Europe,
and together we will have a substantially incregszedence in European markets. As of Septemb&®@, we had migrated six Qype marl
— Brazil, France, Ireland, Italy, Spain and the ©diKingdom — to the Yelp platform. For the nine rienended September 30, 2013,
revenue generated internationally accounted far fiiercent of our total revenue.

We expect to invest in product development to egpaur platform by innovating and introducing newghucts to our website and mok
applications. For example, on July 24, 2013, wauaed SeatMe, Inc., a web- and app-based reservatilition for restaurant and nightlife
establishments (“SeatMe”). In connection with thqusition, all of the outstanding capital stocklaptions to purchase capital stock of
SeatMe were converted into the right to receivaggregate of approximately $2.2 million in cash 866,901 shares of our Class A common
stock. We expect the acquisition of SeatMe to hairémal impact on our revenue near term but inczeag operating expenses by
approximately $0.5 million in the fourth quarter2f13. We believe the acquisition of SeatMe willtbenhance user experience and
complement our existing partnership arrangements.

Our overall philosophy is to invest for long-termogth. During the remainder of 2013, we expectdntimue to invest heavily in our
sales and marketing efforts to grow domestically sernationally, complete the integration of Qyped continue the integration of SeatMe.
As of September 30, 2013, we had 1,806 employegishwepresents an increase of 49% compared te®ber 30, 2012.
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Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with accounting principles generatigepted in the United States
(“GAAP"). The preparation of these consolidatedfigial statements requires us to make estimateassuinptions that affect the reported
amounts of assets, liabilities, revenue, expensésealated disclosures. We evaluate our estimatgsssumptions on an ongoing basis. Our
estimates are based on historical experience amlgaother assumptions that we believe to be redse under the circumstances. Our actua
results could differ from these estimates.

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

There have been no material changes to our cramabunting policies and estimates as comparduktoritical accounting policies and
estimates described in our Annual Report on Forag I6r the year ended December 31, 2012.

Key Metrics

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

* Reviews.Number of reviews represents the cumulative nurobegviews submitted to Yelp since inception, ashef period end,
including reviews that were then being filteredtwat had been removed from our platform. In additmthe text of the review, ec
review includes a rating of one to five stars. \Weude filtered and removed reviews because dhei are either currently
accessible on our platform or were accessibleraesmoint in time, providing information that may teeful for users to evaluate
businesses and individual reviewers. Because herifig technology continually reassesses whiclexes to filter based on new
information, the “filtered” or “unfiltered” statusf reviews may change over time. Reviews that aiedfiltered or have been
removed do not factor into a business’s overatl stting. By clicking a link on a reviewed businespage on our website, users
access the filtered reviews for the business, disas¢he star rating and other information abewiews that we removed for
violation of our terms of service. As of SeptemB@r 2013, approximately 43.9 million reviews wevaitable on business profile
pages, including approximately 11.0 million revietlvat were being filtered, after accounting for &pgroximately 3.4 million
reviews that had been removed from our platfortieeiby us for violation of our terms of servicebgrthe users who contributed
them.

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

As of September 30

2013 2012
(in thousands)
Reviews 47,32 33,25¢

» Unique Visitors.Unique visitors represent the average number ofthniypnnique visitors over a given three-month perid/e
define monthly unique visitors as the total numtfennique visitors who have visited our websitéeast once in a given month, ¢
we average the number of monthly unique visitorsaoh month of a given three-month period to cateuhverage monthly unique
visitors. We track unique visitors based on the benof visitors with unique cookies who have vigditeur website using either a
computer or mobile browser, as measured by Googlyaics. Unique visitors do not include visitoreevaccess our platform
through our mobile app. For the quarter ended Sapte 30, 2013, our mobile app was used on apprdzlynal.2 million unique
mobile devices on a monthly average basis. Bedéweseumber of unique visitors is based on visitaith unique cookies, an
individual who accesses our website from multipgeides with different cookies will be counted adltiple unique visitors, and
multiple individuals who access our website froshared device with a single cookie will be courdea single unique visitc

The following table presents the number of unigistars (average monthly number) during the peripgssented:

Three Months Ended
September 30,
2013 2012
(in thousands)

Unique Visitors 117,44 83,53¢
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» Claimed Local Business Locationshe number of claimed local business locationsasgmts the cumulative number of business
locations that have been claimed on Yelp worldvéithee 2008, as of a given date. We define a claimeal business location as
each business address for which a business repméservisits our website and claims the free besilisting page for the business
located at that addres

The following table presents the number of cumudatilaimed local business locations as of the datesented:

As of September 30

2013 2012
(in thousands)
Claimed Local Business Locatio 1,34¢ 88¢

» Active Local Business AccounThe number of active local business accounts repteshe number of claimed local
business accounts from which we recognized revanaeayiven three-month period. We treat businesswats that have the
same payment and/or user information as a singlméss accoun

The following table presents the number of clairoa@l business accounts from which we recognizedmee in the given three-
month periods presented:

Three Months Ended
September 30,
2013 2012
(in thousands)
Active Local Business Accoun 57 36

* Adjusted EBITDA Adjusted EBITDA is a non-GAAP financial measurettha calculate as net income (loss), adjusted ttueke:
provision (benefit) for income taxes; other incof@gpense), net; interest income; depreciation amortization; stock-based
compensation; and restructuring and integratiotsc&¥e believe that adjusted EBITDA provides uséftdrmation to investors in
understanding and evaluating our operating regultse same manner as our management and boangcfods. This non-GAAP
information is not necessarily comparable to nonABAnformation of other companies. Non-GAAP infotina should not be
viewed as a substitute for, or superior to, nevine (loss) prepared in accordance with GAAP asasare of our profitability or
liquidity. Users of this financial information shidwconsider the types of events and transactiona/ffiich adjustments have been
made.

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

Three Months Ended Nine Months Ended
September 30, September 30,
2013 $2012 2013 2012

(in thousands)

Reconciliation of Adjusted EBITDA:

Net loss $(2,327) (2,01  $(7,999  $(13,79H
Provision for income taxe 51C 45 78€ 142
Other income (expense), r 31 14 29¢ 23
Depreciation and amortizatic 2,81¢ 1,78( 7,931 4,80:
Stoclk-based compensatic 7,01t 2,33¢ 17,33 11,62:
Restructuring and integratic — — 67E —
Adjusted EBITDA $ 8,05( $ 2,162 $19,02: $ 2,79

Adjusted EBITDA

To provide investors with additional informatiorgegding our financial results, we have disclosethetable above and elsewhere in thit
Quarterly Report on Form 10-Q adjusted EBITDA, a4@AAP financial measure. We have provided a reitiation above of adjusted
EBITDA to net loss, the most directly comparable/&Afinancial measure. The stock-based compensatioount of $7.0 million and $17.3
million for the three and nine months ended Septarb, 2013, respectively, excludes approximatetp zand $0.6 million of stock-based
compensation, respectively, related to the Qypeiaitipn already included in restructuring and gréion costs.
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We have included adjusted EBITDA in this QuartdRigport on Form 10-Q because it is a key measuilmseur management and
board of directors to understand and evaluate o gperating performance and trends, to prepat@pprove our annual budget and to
develop short- and long-term operational plangdriicular, the exclusion of certain expenses loutating adjusted EBITDA can provide a
useful measure for period-to-period comparisonsusfcore business. Accordingly, we believe thatisigid EBITDA provides useful
information in understanding and evaluating ourrapeg results in the same manner as our manageamertioard of directors.

Adjusted EBITDA has limitations as an analyticaltaand you should not consider it in isolatiorasra substitute for analysis of our
results as reported under GAAP. Some of thesedtrits are:

although depreciation and amortization are cash charges, the assets being depreciated antizedanay have to be replaced in
the future, and adjusted EBITDA does not reflesthceapital expenditure requirements for such regplents or for new capital
expenditure requirement

adjusted EBITDA does not reflect changes in, ohaasguirements for, our working capital nee

adjusted EBITDA does not consider the potentiailytive impact of equit-based compensatio

adjusted EBITDA does not reflect tax payments thay represent a reduction in cash available ti

adjusted EBITDA does not take into account restmiiety and integration costs associated with outsitipns of Qype; an

other companies, including companies in ouugtd/, may calculate adjusted EBITDA differentlyhiah reduces its usefulness as &
comparative measur

Because of these limitations, you should considgrsted EBITDA alongside other financial performameeasures, including various
cash flow metrics, net income (loss) and our oG&AP results.

Results of Operations

The following tables set forth our results of ogienas for the periods presented as a percentagetatvenue for those periods (certain
items may not foot due to rounding). The periogémiod comparison of financial results is not neeaeity indicative of the results of operati
to be anticipated for the full year 2013 or anyfetperiod.

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

(as percentage of net revenue

Consolidated Statements of Operations Date
Net revenue by produc

Local advertising 84% 78% 83% 78%
Brand advertising 11 16 12 16
Other service 5 6 5 6
Total net revenu _100% _100% _10C% _100%
Costs and expense
Cost of revenue (exclusive of depreciation and dization
shown separately beloy 7% 7% 7% 7%
Sales and marketir 5€ 59 57 63
Product developmel 18 1€ 16 15
General and administrati\ 17 19 18 25
Depreciation and amortizatic 5 5 5 5
Restructuring and integratic — — — —
Total costs and expens 102 10¢€ 104 114
Loss from operation (©)] (6) (4) (14
Other income (expense), r — — — —
Loss before income tax (©)] (6) (4) (19
Provision for income taxe Q) — — —
Net loss (9% (6)% (5% (149%
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Three and Nine Months Ended September 30, 2013 a2®12
Net Revenue

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

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

Brand Advertising We generate revenue from brand advertising thrahg sale of display advertisements (both graphittext) on our
website and our mobile app, including advertiseséam leading national brands in the automobilgricial services, logistics, consumer
goods and health and fitness industries. We alsergée brand revenue from fixed-price brand spahdos.

Other ServicesWe generate other revenue through the sale of Belis and Gift Certificates, monetization of remnedvertising
inventory through third-party ad networks and vasipartner arrangements. Yelp Deals allow merchargsomote themselves and offer
discounted goods and services on a real-time b@asisnsumers directly on our website and mobile &g earn a fee on Yelp Deals for acting
as an agent in these transactions, which we remoainet basis and include in revenue upon a cazssipurchase of the deal. Gift Certifica
allow merchants to sell full-priced gift certifiest directly to customers through their businesfilprpage. We earn a fee based on the amoun
of the Gift Certificate sold, which we record onet basis and include in revenue upon a consumarthase of the Gift Certificate. We also
generate a portion of our revenue through fixedafee revenue-sharing arrangements with partner aniap. Currently, our revenue-sharing
partner arrangements provide consumers on the platform with the ability to make reservations amder food, as well as allow third party
data providers to update business listing inforamatn behalf of businesses.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30 Change September 30 Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Net revenue by produc
Local advertising $51,16" $28,48t 80% $134,93: $75,21¢ 79%
Brand advertising 6,91( 5,88¢ 17 18,71¢ 15,58: 20
Other service 3,10¢ 2,00( 55 8,69( 5,612 55
Total net revenu $61,18: $36,37: 68% $162,33 $96,41( 68%
Net revenue by produc
Local advertising 84% 78% 83% 78%
Brand advertising 11 16 12 16
Other service 5 6 5 6
Total net revenu 10(% 10(% 100(% 10(%

Total net revenue increased $24.8 million, or 68#the three months ended September 30, 2013, aechpathe three months ended
September 30, 2012. Our local advertising revenaeeased $22.7 million, or 80%, primarily due wignificant increase in the number of
customers purchasing local advertising plans aexpanded our sales force to reach more local bss#se Our brand advertising revenue
increased $1.0 million, or 17%, primarily due toiacrease in the average spend per brand advedtisen primarily by increased advertising
impressions per brand advertiser. In addition,aiher services revenue increased by $1.1 millio®586, primarily due to an increase in
revenue from the sale of Yelp Deals and remnangrtiding inventory and from added partnership ageanents.

Total net revenue increased $65.9 million, or 68%the nine months ended September 30, 2013, c&dparthe nine months ended
September 30, 2012. Our local advertising revenaeased $59.7 million, or 79%, primarily due ignificant increase in the number of
customers purchasing local advertising plans aexpanded our sales force to reach more local bss#se Our brand advertising revenue
increased $3.1 million, or 20%, primarily due toiacrease in the average spend per brand advedtisen
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primarily by increased advertising impressionsiand advertiser. In addition, our other servieagenue increased $3.1 million, or 55%,
primarily due to an increase in revenue from tHe e&Yelp Deals and remnant advertising inventmg from added partnership arrangeme

Cost of Revenue

Our cost of revenue consists primarily of credidcarocessing fees, web hosting, Internet sendgosss and salaries, benefits and stock-
based compensation for our infrastructure teanase@lto operating our website, as well as creatdsign for brand advertising, video
production expenses and allocated facilities cé8ts currently expect cost of revenue to increasaroabsolute basis and remain relatively fla
as a percentage of revenue in the near term asistemt with our investment philosophy we contitmexpand data center capacity and
headcount associated with supporting our websitenambile.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30, Change September 30, Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Cost of revenu $4,27 $ 2,501 71% $11,63¢  $6,92¢ 68%
Percentage of net reven 7% 7% 7% 7%

In the three months ended September 30, 2013p€ostenue increased $1.8 million, or 71%, compaoetie three months ended
September 30, 2012. This increase was primaritibatable to an increase of $0.5 million in outsidesting and Internet service fees, whict
necessary to support the increase in visitors tav@bsite and transactions completed on our welsitddition, setup costs, including video
production, for active local business pages ina@édry $0.3 million due to increased demand by lbcainesses for video on their business
pages, and expenses related to creative desidmdod advertising customers increased $0.1 millderchant fees related to credit card
transactions for local advertising also increased #illion, and we added personnel to supportveelssite infrastructure resulting in an
increase of $0.4 million.

In the nine months ended September 30, 2013, €osvenue increased $4.7 million, or 68%, compaeetthe nine months ended
September 30, 2012. This increase was primaritibatable to an increase of $1.3 million in outsidesting and Internet service fees, whick
necessary to support the increase in visitors tav@bsite and transactions completed on our welsitddition, setup costs, including video
production, for active local business pages ina@édry $0.9 million due to increased demand by lbcainesses for video on their business
pages, and expenses related to creative desidmdod advertising customers increased $0.3 millderchant fees related to credit card
transactions for local advertising also increaskd $illion, and we added personnel to supportveebsite infrastructure resulting in an
increase of $1.2 million.

Sales and Marketing

Our sales and marketing expenses primarily con$isalaries, benefits, stock-based compensatiaveltexpense and incentive
compensation for our sales and marketing employeexidition, sales and marketing expenses induéness acquisition marketing,
community management, branding and advertisingscastwell as allocated facilities and other suppgoverhead costs. We incur almost no
sales and marketing expense to acquire traffiziton@bsite or mobile app. Our Community Manageesrasponsible for growing and foster
local communities and coordinating events to raisareness of our brand. We expect our communityagement costs to increase as we
continue to expand to new markets and within exgstharkets. We expect our sales and marketing egsen continue to increase both
domestically and internationally as we expand ammestic and international footprint, increase thmhber of active local business accounts
and continue to build our brand. The substantigbrits of these expenses will be related to hifdgmmunity Managers and an international
sales force. We expect our sales and marketing,dostuding community management costs, to inereesl to be our largest expense for the
foreseeable future. For the three months ended:Béger 30, 2013, we spent $4.9 million related toiternational sales and marketing
operations compared to $2.9 million for the thremnths ended September 30, 2012. For the nine mentted September 30, 2013, we spent
$15.2 million related to our international sales amarketing operations compared to $8.1 milliontfer nine months ended September 30,
2012.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30 Change September 30 Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Sales and marketir $34,12¢ $21,30: 60% $93,12: $60,40¢ 54%
Percentage of net reven 56% 5% 57% 63%
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In the three months ended September 30, 2013, satemarketing expenses increased $12.8 millio6086, compared to the three
months ended September 30, 2012. The increasenmaarily attributable to an increase in headcountt eelated expenses of $8.3 million,
including an increase in stock-based compensafi®i.6 million, as we expanded our sales orgaropatid take advantage of the market
opportunity created by increased recognition ofvihlee of our platform and increased use of owr freline business accounts. As a result of
our increase in net revenue, our commission expegise increased $2.6 million. In addition, we @igreced an increase in facilities and
related allocations of $1.8 million and domestid &mernational marketing and advertising cost$@f. million.

In the nine months ended September 30, 2013, aatkmarketing expenses increased $32.7 millioB4&6, compared to the nine
months ended September 30, 2012. The increasenmaarily attributable to an increase in headcountt eelated expenses of $22.4 million,
including an increase in stock-based compensafi®3.8 million, as we expanded our sales orgaropatid take advantage of the market
opportunity created by increased recognition ofikee of our platform and increased use of owr &eline business accounts. As a result of
our increase in net revenue, our commission exgealse increased $6.1 million. In addition, we eigreed an increase in facilities and
related allocations of $4.5 million. Domestic anternational marketing and advertising costs deedy $0.3 million.

Product Development

Our product development expenses primarily comdistlaries, benefits and stock-based compenstatiaur engineers, product
management and information technology personneldttition, product development expenses includsideiservices and consulting,
allocated facilities and other supporting overheasts. We believe that continued investment irufest, software development tools and code
modification is important to attaining our strategbjectives, and, as a result, we expect prodexgldpment expense to increase for the
foreseeable future.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30 Change September 30 Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Product developmel $11,20¢ $5,75¢ 95% $26,44: $14,23( 86%
Percentage of net reven 18% 1€% 1€% 15%

In the three months ended September 30, 2013, prodévelopment expenses increased $5.5 millioA5&6, compared to the three
months ended September 30, 2012. The increasenmaarity attributable to an increase in headcourt eelated expenses of $4.8 million,
including an increase in stock-based compensafi®i.@ million, and an increase of $0.2 milliontive use of outside consultants as we
continued to invest in adding features and funetiibyito our website and mobile app. In additior, @xperienced an increase in facilities and
related expenses of $0.4 million.

In the nine months ended September 30, 2013, pradwelopment expenses increased $12.2 millioB6&6, compared to the nine
months ended September 30, 2012. The increasenmaarily attributable to an increase in headcountt eelated expenses of $10.3 million,
including an increase in stock-based compensafi®.6 million, and an increase of $1.0 milliontive use of outside consultants as we
continued to invest in adding features and funetity to our website and mobile app. In additior, @perienced an increase in facilities and
related expenses of $0.8 million.

General and Administrative

Our general and administrative expenses primadhsist of salaries, benefits and stock-based cosagiem for our executive, finance,
user operations, legal, human resources and odneinatrative employees. In addition, general asichiaistrative expenses include outside
consulting, legal and accounting services andifeasland other supporting overhead costs not atiémtto other departments. We expect our
general and administrative expenses to continirectease for the foreseeable future as we contmespand our business and incur additione
expenses associated with being a publicly tradetheny.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30, Change September 30, Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
General and administrati) $10,53¢ $6,981 51% $29,44’ $23,67¢ 24%
Percentage of net reven 17% 19% 18% 25%
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In the three months ended September 30, 2013, gearedt administrative expenses increased $3.5omjlér 51%, compared to the three
months ended September 30, 2012. The increasenmaarily attributable to an increase in headcountt eelated expenses of $3.3 million,
including an increase in stock-based compensafi®i.®@ million. Additionally, we invested in our siems and support for the growth of the
business through the use of outside consultantsfvdontributed to the increase by $0.8 million dwadl an increase in bad debt expense of
$0.3 million. In addition, we experienced an in@@a facilities and related expenses of $0.3 amlliThese increases were offset by a decrea
in legal costs of $1.3 million due to recent caletisions on prior litigation claims.

In the nine months ended September 30, 2013, dem@adadministrative expenses increased $5.8 mjlibo 24%, compared to the nine
months ended September 30, 2012. The increasenmaarily attributable to an increase in headcountt eelated expenses of $2.9 million. 1
increase was offset by a decrease in stock-basegemsation expense of $0.8 million related prirgadlthe acceleration of vesting of stock
options held by two executives in connection with tompletion of the IPO last year, which was dffgigh grants made during the period.
Additionally, we invested in our systems and supfmrthe growth of the business through the useut§ide consultants, which contributed to
the increase by $2.0 million. In addition, we exeeced an increase in facilities and related exgen$ $0.7 million and an increase in bad
expense of $0.9 million. These increases were oiffg@ decrease in legal costs of $0.9 million ttueecent court decisions on prior litigation
claims.

Depreciation and Amortization

Depreciation and amortization expenses primarilystst of depreciation on computer equipment, safwigasehold improvements,
capitalized website and internal software develapneests and amortization of purchased intangibhs expect depreciation and amortizat
expenses to increase for the foreseeable futunea®ntinue to expand our technology infrastructure obtain new facilities due to our
growth.

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30 Change September 30 Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Depreciation and amortizatic $2,81¢ $1,78( 58% $7,931] $ 4,80z 65%
Percentage of net reven 5% 5% 5% 5%

In the three months ended September 30, 2013, cdapom and amortization expense increased $1 lomjlor 58%, compared to the
three months ended September 30, 2012. The incnessprimarily the result of our investments in &xging our technology infrastructure i
capital assets to support our increase in head@moss the organization. Depreciation and amaitizaelated to our fixed assets and
capitalized website and internal use software dgreknt costs increased $0.2 million and $0.2 mijli@spectively. In addition, amortization
related to our intangibles increased $0.6 millioimarily due to the intangibles acquired in the @gmd SeatMe acquisitions.

In the nine months ended September 30, 2013, daficecand amortization expense increased $3.1amjlbr 65%, compared to the n
months ended September 30, 2012. The increasenmaarity the result of our investments in expandmg technology infrastructure and
capital assets to support our increase in head@mioss the organization. Depreciation and amaidizaelated to our fixed assets and
capitalized website and internal use software dgwraeknt costs increased $1.0 million and $0.5 mmijli@spectively. In addition, amortization
related to our intangibles increased $1.6 milliomgarily due to the intangibles acquired in the @ymd SeatMe acquisitions.
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Restructuring and Integration Costs

2012 tc
2012 tc
2013 % 2013 %
Three Months Ended Nine Months Ended
September 30 Change September 30 Change
2013 2012 2013 2012
(dollars in thousands) (dollars in thousands)
Restructuring and Integratic $ — $ — N/A $ 67E $ — N/A

Percentage of net reven — — — —

In the nine months ended September 30, 2013, wered restructuring and integration costs of $0illfian, compared to zero for the
nine months ended September 30, 2012. In the quertked March 31, 2013, we announced our planrtbdureduce the size of the Qype
workforce. These actions were made in order toaedwr cost structure, enhance operating efficeenand strengthen our business to achiev
long-term profitable growth. We incurred the restwing and integration costs of $0.7 million agsult of this plan in the nine months ended
September 30, 2013. The restructuring plan wastantiglly completed during the nine months endegt&aber 30, 2013. We expect that any
additional expense related to this restructuriragnphcurred in the future will be immaterial.

Other Income (Expense), Net

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

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
(in thousands) (in thousands)
Interest incom $ 1 $ 16 $ 41 $ 3
Transaction gain (loss) on foreign excha 50 (20 (179 (29
Other nor-operating income (loss), n (92 (10 (16€) (28)
Other income (expense), r $ (3) $ (19 (29¢) $ (23

In the three months ended September 30, 2013, imib@me (expense) remained relatively flat compaodtie three months ended
September 30, 2012.

In the nine months ended September 30, 2013, otbeme (expense), net increased $0.3 million coegh&r the nine months ended
September 30, 2012. The increase was largely dbyean unfavorable change in foreign currency emgbaates, primarily the exchange rate
between the British Pound and Euro, which contabub larger transaction losses on foreign exchamgfee nine months ended September 3C
2012 compared to losses in 2012. Other non-opgratcome (loss), net increased primarily due toss lon the disposal of assets.

Provision for Income Taxes

Provision for income taxes consists of federal state income taxes in the United States and indares in certain foreign jurisdictions,
deferred income taxes reflecting the net tax effe€temporary differences between the carryinguatsof assets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes, and the realization of net operatisg carryforwards.

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
(in thousands) (in thousands)
Provision for taxe: $ 51C $ 45 $ 78¢ $ 14z
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Liquidity and Capital Resources

As of September 30, 2013, we had cash and cashadenis of $101.2 million. Cash and cash equivalentsist of cash and money
market funds. Cash held internationally as of Saptr 30, 2013 was immaterial. We did not have dmoytserm or long-term investments.
Additionally, we do not have any outstanding bawénls or credit facilities in place. To date, weédhbeen able to finance our operations, our
acquisition of Qype in October 2012 and our acgjoisiof SeatMe in July 2013 through proceeds fraimgbe and public financings, including
our initial public offering in March 2012, and, &desser extent, from the exercise of stock options

Our future capital requirements and the adequaayvailable funds will depend on many factors, idahg those set forth underRisk
Factors” in this Quarterly Report on Form 10-Q. We beli¢hat our existing cash and cash equivalents, hegetith any cash generated from
operations, will be sufficient to meet our workicgpital requirements and anticipated purchasesopfepty and equipment for at least the next
12 months. However, this estimate is based on &euof assumptions that may prove to be wrong amdauld exhaust our available cash
and cash equivalents earlier than presently aatiegh We may require or otherwise seek additiamad$ in the next 12 months to respond to
business challenges, including the need to devetepfeatures and products or enhance existingcgsrvimprove our operating infrastructure
or acquire complementary businesses and technslaayiel, accordingly, we may need to engage inyequitiebt financings to secure
additional funds.

Amounts deposited with third party financial ingtions exceed the Federal Deposit Insurance Caiparand Securities Investor
Protection Corporation, insurance limits, as agllle. These cash and cash equivalents could beciethi the underlying financial institutio
fail or are subjected to other adverse conditionthé financial markets. To date we have experigmeeloss or lack of access to our cash and
cash equivalents; however, we can provide no assesahat access to our invested cash and casratmis will not be impacted by adverse
conditions in the financial markets.

Cash Flows
The following table summarizes our cash flows far periods presented.
Nine Months Ended September 3C

2013 2012
(in thousands)

Condensed Consolidated Statements of Cash Flows Ra

Purchases of property, equipment and soft $ (9,547) $ (3,489
Depreciation and amortizatic 7,931 4,80:
Cash flows provided by (used in) operating acta 12,10¢ (1,729
Cash flows used in investing activiti (15,489 (11,86¢€)
Cash flows provided by financing activiti 9,33¢ 115,08:

Operating Activities

We generated $12.1 million of cash in operatingviis in the nine months ended September 30, 20d®arily resulting from our net
loss of $8.0 million, offset by non-cash deprecatand amortization of $7.9 million, non-cash stbelsed compensation of $17.9 million, non
cash provision for doubtful accounts and salegmstof $2.2 million, and non-cash loss on disposalssets of $0.2 million. In addition,
operating assets and liabilities changed by $8llomj primarily due to the timing of collectionsi@ccounts receivable and payments to
vendors during the nine months ended Septembe(&(.

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

Investing Activities

Our primary investing activity in the nine monthsled September 30, 2013 was the continued purcbapgesperty and equipment to
support the build out of our data centers, leagkimprovements for our new headquarters buildin§an Francisco and other locations anc
purchase of technology hardware to support our tirdmv
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headcount and software to support website and mabib development, website operations and our catpmfrastructure. Purchases of
property and equipment, as well as leasehold imgr@nts, may vary from period to period due to itméng of the expansion of our offices,
operations and website and internal-use softwadedamelopment. We expect to continue to investraperty and equipment, leaseholds and
the development of software for the remainder df2and thereafter.

We used $15.5 million of cash in investing actestiduring the nine months ended September 30, 20d8ding $2.1 million net of cash
received for the acquisition of SeatMe. Cash usedvesting activities primarily related to an iaase in expenditures related to website
development of $3.3 million and purchases of prigpequipment, software and leasehold improvemeh$9.5 million to support our growth
in the business. Restricted cash increased byrfilliBn related to expanded office leases. Cashl usénvesting was offset by $1.2 million of
cash released from escrow related to the Qype sitiqni recorded as a measurement period adjustioehé initial fair value of the acquired
assets and liabilities during the nine months eriggtember 30, 2013.

We used $11.9 million of cash in investing actestiduring the nine months ended September 30, Z&ksh used in investing activities
primarily related to an increase in restricted cafs$6.0 million in connection with new leases axed during the nine month period, purchi
of property, equipment, and software of $3.5 millio support our growth in the business and experati related to website development of
$2.3 million.

Financing Activities

During the nine months ended September 30, 2018enerated $9.3 million in financing activitiesmérily due to net proceeds from
the issuance of common stock upon the exerciseook @ptions.

During the nine months ended September 30, 2012¢eweaved $122.6 million in proceeds from our aipublic offering. We incurred
$10.3 million related to offering costs in connentwith the initial public offering, including underiter commission and discounts associated
with the transaction. With the exception of outialipublic offering, our primary financing actiiés during the nine months ended September
30 2012 consisted of net proceeds from the issuaihcemmon stock upon the exercise of stock options

Off Balance Sheet Arrangements
We did not have any off balance sheet arrangenie2@12 or the first nine months of 2013.

Contractual Obligations

We lease various office facilities, including owrporate headquarters in San Francisco, Califoumider operating lease agreements the
expire from November 2014 to September 2021. Thegef the lease agreements provide for rental paysmon a graduated basis. We
recognize rent expense on a strailji-basis over the lease periods. We do not hayalabt or material capital lease obligations, alhdf oul
property, equipment and software have been purdhaik cash. As of September 30, 2013, we had ntemaflong-term purchase obligations
outstanding with any vendors or third parties. @imre minimum payments under non-cancelable opeyétases for equipment and office
facilities are as follows as of September 30, 2013:

Payments Due by Perioc

Less More
Than Than
Total 1 Year 1-3Yearc 3-5Years 5 Years
(in thousands)
Operating lease obligatiol $90,61: $12,28( $39,016 $30,269 $9,04¢

The contractual commitment amounts in the tablevalaoe associated with agreements that are enfiecaad legally binding.
Obligations under contracts that we can cancelowitla significant penalty are not included in thlelé above.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

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

The primary objective of our investment activitisdo preserve principal while maximizing incomehweiut significantly increasing risk.
Because our cash and cash equivalents have aedjathort maturity, our portfolio’s fair value lislatively insensitive to interest rate changes
During the nine months ended September 30, 2018lete¥mined that the nominal difference in basistsdor investing our cash and cash
equivalents in longer-term investments did not aatria change in our investment strategy. In fupemods, we will continue to evaluate our
investment policy in order to ensure that we carditp meet our overall objectives. We believe aottygtical 10% increase in interest rates as
of September 30, 2013 would have an immaterial ahpa our investment portfolio.

Foreign Currency Exchange Risk

We have foreign currency risks related to our reeesind operating expenses denominated in curreoitiesthan the U.S. dollar,
principally the British pound sterling and the ELifdie volatility of exchange rates depends on nfaotors that we cannot forecast with
reliable accuracy. Although we have experiencedvaiticcontinue to experience fluctuations in out mecome (loss) as a result of transaction
gains (losses) related to revaluing certain catdmioas, trade accounts receivable balances arrdamipany balances that are denominated in
currencies other than the U.S. dollar, we belielgmothetical 10% strengthening/(weakening) ofth®. dollar against the British pound
sterling, either alone or in combination with a bghpetical 10% strengthening/(weakening) of the dd@lar against the Euro would not have a
material impact on our results of operations. Enélent our foreign sales and expenses continmer@ase, our operating results may be more
greatly affected by fluctuations in the exchangegaf the currencies in which we do businesshisttime we do not, but we may in the futt
enter into derivatives or other financial instrurtsein an attempt to hedge our foreign currency argle risk. It is difficult to predict the impact
hedging activities would have on our results ofrapiens.

Inflation Risk

We do not believe that inflation has had a matefifg@ct on our business, financial condition omuitsof operations. If our costs were to
become subject to significant inflationary pressuvee may not be able to fully offset such highests through price increases. Our inability ol
failure to do so could harm our business, finanoieddition and results of operations.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures defined in Rules 13a-15(e) and 15d-15(e) undeEttthange Act, that are designed
to ensure that information required to be discldsgd company in the reports that it files or susmnder the Exchange Act is recorded,
processed, summarized and reported, within the piends specified in the SECtules and forms. Disclosure controls and proasdinclude
without limitation, controls and procedures desijteensure that information required to be disaiiosy a company in the reports that it files
or submits under the Exchange Act is accumulateédcammunicated to the company’s management, inaduidé principal executive and
principal financial officers, as appropriate tooalltimely decisions regarding required disclosure.

Our management, with the participation of our Cliirécutive Officer and our Chief Financial Officexaluated the effectiveness of our
disclosure controls and procedures as of Septe8ihe2013. Based on the evaluation of our disclosargrols and procedures as of
September 30, 2013, our Chief Executive Officer @hdef Financial Officer concluded that, as of sdalte, our disclosure controls and
procedures were effective at the reasonable asstavel.
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Changes in Internal Control over Financial Reportirg

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

Inherent Limitations on Effectiveness of Controls

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

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

In February and March 2010, we were sued in twatpé class actions on behalf of local businessesréing various causes of action
based on claims that we manipulated the ratinggevidws on our platform to coerce local businessdriy our advertising products. These
cases were subsequently consolidated in an actgerting claims for violation of the California Busss & Professions Code, extortion and
attempted extortion based on the conduct they elbegl seeking monetary relief in an unspecifiedwarhand injunctive relief. In October
2011, the court dismissed this consolidated agtidin prejudice. The plaintiffs have appealed toth&. Court of Appeals for the Ninth Circt
which heard the appeal on July 11, 2013. The N@itbuit has not yet issued a decision. Accordinglg,are currently unable to reasonably
estimate either the probability of incurring a lassan estimated range of such loss, if any, frois appeal.

Qype, our indirect wholly-owned subsidiary, is pad a lawsuit regarding fees payable for direcdaya that Qype and its predecessor
purchased from Deutsche Telekom AG (“Deutsche Taeték between 2005 and 2008 at a rate set by then@eiFederal Network Agency
(“FNA"). Following German court decisions overtungithe rate set by the FNA, Deutsche Telekom suguk@ the Regional Court of Bonn
on August 26, 2010 for approximately €1.5 millidnginterest for additional fees for data delivebetiveen 2005 and 2008 (the “2010
Claim”). In August 2011, the court rejected Deutsdlelekom’s claim in full and Deutsche Telekom aed the decision to the Higher
Regional Court of Cologne, which referred the appethe Higher Regional Court in Disseldorf inyd2D12. Following a hearing in April
2013, the Higher Regional Court denied DeutscheKkiteh’s appeal, although Deutsche Telekom may afgdi¢his decision. In August 2013,
Deutsche Telekom filed a claim against Qype inRlegional Court of Cologne seeking approximately¥£240 in additional data service fees,
plus interest, for data delivered in 2009. Qyperegsiested that the Regional Court stay proceedinthgs case pending final resolution of the
2010 Claim.

In addition, we are subject to legal proceedingsray in the ordinary course of business. Althotlghresults of litigation and claims
cannot be predicted with certainty, we currentlyndo believe that the final outcome of any of thessters will have a material adverse effect
on our business, financial position, results ofrafiens or cash flows.

ITEM 1A. RISK FACTORS

Our operations and financial results are subjecv&mious risks and uncertainties, including thossctibed below, which could advers
affect our business, financial condition, result®perations, cash flows and the trading price of €lass A common stock. You should
carefully consider the risks and uncertainties diggd below before making an investment decisiallittonal risks not presently known to us
or that we currently believe are immaterial mayoassgnificantly impair our business operations.

We have marked with an asterisk (*) those risksrilesd below that reflect substantive changes ftioenrisks described in our Annual
Report on Form 1-K for the year ended December 31, 2012.
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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 the
risk that we will not be successful.

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

e increase the number of users of our website andlenapp and the number of reviews and other corterdur platform
» increase the revenue from advertisers on our weebsil mobile apyf

» continue to earn and preserve a reputation forighoy meaningful and reliable reviews of local messes

» effectively monetize our mobile products as usag#inues to migrate toward mobile devic

* manage, measure and demonstrate the effectisafi@ur advertising solutions and attract angimatew advertising clients, many
of which may only have limited or no online advsirig experience

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

» successfully compete with other companiesdhatcurrently in, or may in the future enter, thisibess of providing information
regarding local businesse

» successfully expand our business in new and egistiarkets, both domestic and internatio
» successfully develop and deploy new features andyuts;

» effectively integrate businesses we may acquigyding Qype and SeatM

» avoid interruptions or disruptions in our serviceslower than expected load tim

» develop a scalable, high-performance technoinfygstructure that can efficiently and reliablgriule increased usage globally, as
well as the deployment of new features and prog

» hire, integrate and retain talented sales and gitiesonnel
» effectively manage rapid growth in our sales fopersonnel and operations; ¢
» effectively partner with other companit
If the demand for information regarding local besises does not develop as we expect, or if weofailldress the needs of this demand,
our business will be harmed. We may not be ab#itzessfully address these risks and difficultrestioers, including those described

elsewhere in these risk factors. Failure to addiesse risks and difficulties adequately could hatrmbusiness and cause our operating result
to suffer.

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

Since our inception, we have incurred significgmerating losses, and, as of September 30, 201Bad/@n accumulated deficit of
approximately $68.4 million. Although our revenues/e grown rapidly in the last several years, iasireg from $12.1 million in 2008 to
$137.6 million in 2012, we expect that our revegumwnth rate will decline in the future as a resila variety of factors, including the
maturation of our business and the gradual dedlitlee number of major geographic markets, espgaiathin the United States, to which we
have not already expanded, and you should nobrete revenue growth of any prior quarterly orwaimperiod as an indication of our future
performance. We also expect our costs to increafigure periods as we continue to expend subsidittancial resources on:

» sales and marketini
» product and feature developme

» our technology infrastructur
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» domestic and international expansion effc
» strategic opportunities, including commercial riglaships and acquisitions; a

» general administration, including legal and accounéxpenses related to being a public comp

These investments may not result in increased t@/engrowth in our business. If we are unable &ntain adequate revenue growth
and to manage our expenses, we may continue to significant losses in the future and may not ble & achieve or maintain profitability.

*We rely on traffic to our website from search emgis like Google, Bing and Yahoo!, some of whichafproducts and services that
compete directly with our solutions. If informatiofrom and links to our website are not displayed @®minently on search engine result
pages as those from competing products and seryitcaffic to our website could decline and our bugiss would be adversely affect:

Our success depends in part on our ability toetttraers through unpaid Internet search resulseanch engines like Google, Bing and
Yahoo!. The number of users we attract from seargines to our website (including our mobile wedsis due in large part to how and where
information from and links to our website are désgd on search engine result pages. The displayding rankings, of unpaid search results
can be affected by a number of factors, many otlwvhre not in our direct control, and they may cjgaftequently. For example, a search
engine may change its ranking algorithms, methagle®oor design layouts. As a result, links to oabsite may not be prominent enough to
drive traffic to our website, and we may not knoswhor otherwise be in a position to influence tesults. In some instances, search engine
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 aupbile app is less reliant on search results tradfic to our website, growth in mobile
device usage may not decrease our overall relians®arch results if mobile users use our mobilesite at the expense of our mobile app. In
fact, growth in mobile device usage may exacerthaeisks associated with how and where our welsidésplayed in search results because
mobile device screens are smaller than desktop stanpcreens and therefore display fewer searchtse®©ur website has experienced
fluctuations in search result rankings in the pasti we anticipate fluctuations in the future. Aagluction in the number of users directed to
our website could adversely impact our businessresults of operations.

Google in particular is the most significant souoEéraffic to our website, accounting for moreritzalf of the visits to our website from
Internet searches during the three and nine manmttisd September 30, 2013. Our success depends ahility to maintain a prominent
presence in search results for queries regardoa) lusinesses on Google. Google has removedttndsr website from portions of its web
search product and has promoted its own competindugts, including Google’s local products, insearch results. Given the large volume o
traffic to our website and the importance of thacgiment and display of results of a user’s seaiutilar actions in the future could have a
substantial negative effect on our business andtsesf operations.

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

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

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

*QOur 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 samers perceive the utility of our platform to brited to finding businesses in the
restaurant and shopping categories, which togeitmounted for approximately 43% of the businedsatshave been reviewed on
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our platform and approximately 59% of our cumulatreviews through September 30, 2013. We belieatethiis concentration of reviews is
primarily due to the frequency with which individsaisit specific businesses or engage in certeiivities versus others. For example, an
individual may eat at a restaurant three timesiaweek or go shopping once a week, but the sadiddoal is unlikely to visit a mechanic,
get a haircut or use a home or local service withsame frequency. However, if the high conceimatif reviews in the restaurant and
shopping categories generates a perception thatlatfiorm is primarily limited to these categorigsffic may decline and advertising
customers may be less likely to perceive value fusing our services, which could harm our business.

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

While we have designed our technology to filterteahthat we believe may be offensive, biased, lizire or otherwise unhelpful, we
cannot guarantee that our efforts will be effectivadequate. In addition, some consumers and éssis have expressed concern that our
technology inappropriately filters legitimate rewig® which may cause them to stop or reduce theio@i®ur platform or our advertising
solutions. If the performance of our filter proveadequate or ineffective, our reputation and bnaag be harmed, users may stop using our
products and our business and results of operatiomsl be adversely affected.

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

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

For example, consumers may believe that the reyiphaaos and other content contributed by our ConitpiManagers or other
employees are influenced by our advertising retetigps or are otherwise biased. Although we tagessto prevent this from occurring by, for
example, displaying an “ambassador” badge on thewatt profile pages for each of our Community Maraddentifying them as Yelp
employees and explaining their role on our platfaitme designation does not appear on the pagextdr view contributed by the Community
Manager and we may not be successful in our effortsaintain consumer trust. As a result, our bramd our business could be harmed.

Our trademarks are an important element of ourchrve have faced in the past, and may face inuhed, oppositions from third parti
to our applications to register key trademarksoiiign jurisdictions in which we expect to expamual presence. If we are unsuccessful in
defending against these oppositions, our tradegpkications may be denied. Whether or not ouretnzatk registration applications are
denied, third parties may claim that our trademanrfinge their rights. As a result, we could beckd to pay significant settlement costs or
cease the use of these trademarks and associatedrgs of our brand in those or other jurisdictiddaing so could harm our brand or brand
recognition and adversely affect our businessnfired condition and results of operations.

*Negative publicity could adversely affect our refation and brand.

Negative publicity about our company, including tezhnology, sales practices, personnel, custoergicg or litigation or political
activities, could diminish confidence in and the o$ our products. The media has previously regaatkegations that we manipulate our
reviews, rankings and ratings in favor of our atisers and against nadvertisers. These allegations, though untrue dcadversely affect ot
reputation and brand, require significant managenie® and attention, and subject us to inquirieseestigations. In order to demonstrate
that our filtering process applies in a nondiscniatory manner to both advertisers and non-advestisee have made all filtered reviews
accessible on our platform. We have also allowesinasses to comment publicly on negative reviewtbabthey can provide their response.
Nevertheless, our reputation and brand, the trédfiour website and mobile app and our businesssutigr if negative publicity about ol
company persists or if users otherwise perceivedbatent on our website and mobile app is mantpdlar biased. In addition, our website
mobile app serve as a platform for expression yyusars, and third parties or the public at largs mttribute the political or other sentiments
expressed by users on our platform to us, whiclddearm 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 nine months ended Septembe038, ubstantially all of our revenue was generhtethe sale of advertising
products. We have incurred significant costs taattcurrent and future advertisers and expectaorisignificant additional costs for the
foreseeable future. Our ability to grow our bustndepends on our ability to maintain and expandaduertiser base. To do so,
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we must convince existing and prospective advediakke that our advertising products offer a matdenefit and can generate a competitive
return relative to other alternatives. Many prosipecadvertisers, such as those in new markets,moaipe familiar with our products or view
them as unproven. Many of these businesses areanouvstomed to using more traditional methods wé#i$ing, such as newspapers or print
yellow pages directories. If we do not deliver adan effective manner, or we do not provide aceusmalytics and measurement solutions
demonstrate the value of our ads, advertisers agse not to advertise with us.

Our advertisers do not typically have long-termigdtions to purchase our products, and their dessto renew depend on a number of
factors, including the degree of satisfaction vath products and their ability to continue theiemions and spending levels. We rely heavily
on advertising spend by small and medium-sized logsinesses, which have historically experiendgtl failure rates and often have limited
advertising budgets. As a result, we may experiaicigion in our advertisers in the ordinary caucs business resulting from several factors,
including losses to competitors, declining advertudgets, closures and bankruptcies.

We may face greater challenges as we continuepanekour advertiser base in businesses outsidedtsurant and shopping categories
which together accounted for approximately 43%hefliusinesses that have been reviewed on our qohaéfind approximately 59% of our
cumulative reviews through September 30, 2013,calbeif these businesses believe that consumersegive the utility of our platform to be
limited to finding businesses in the restaurant stngpping categories. The ratings and reviewshthsinesses receive from our users may alsc
affect advertising decisions by current and prospeadvertisers. For instance, favorable ratings r@views, on the one hand, could be
perceived as obviating the need to advertise, afalarable ratings and reviews, on the other, cdiddourage businesses from advertising to
an audience they perceive as hostile or cause thiéonm a negative opinion of our products and ussese, which could discourage them from
doing business with us.

We must continually add new advertisers both téa@padvertisers who choose not to renew theirréidireg or who go out of business,
or otherwise fail to fulfill their advertising camatcts with us, to grow our business. If our adgers increase their rates of non-renewal or if we
experience significant advertiser attrition or cant breach, or if we are unable to attract nevedibers in numbers greater than the number c
advertisers that we lose, our client base will dase and our business, financial condition andtsesfioperations would be harmed.

*If we fail to expand effectively into new marketbpth domestically and abroad, our revenue and dnusiness will be harmed.

We intend to expand our operations into new mayhketth domestically and abroad. We may incur lossegherwise fail to enter new
markets successfully. Our expansion into new margkices us in competitive environments with whighare unfamiliar and involves various
risks, including the need to invest significanto@es and the possibility that returns on suckstments will not be achieved for several ye
or at all. In attempting to establish a presenaseiw markets, we expect, as we have in the pastcto significant expenses and face various
other challenges, such as expanding our sales émteommunity management personnel to reach thmsenarkets and encountering
different and potentially lower levels of user eggaent in some or all of these markets. Our cuaadtany future expansion plans will req
significant resources and management attentioth€umore, we have already entered many of the s$argarkets in the United States and
further expansion in smaller markets may not ygihdilar results or sustain our growth.

*Our international operations involve additional sks, and our exposure to these risks will increasewe expand internationally.

We have started to expand our operations intermaitip We expect to expand our international operat significantly by accessing new
markets abroad and expanding our offerings in rguiages. Our platform is now available in Engdisll several other languages. However,
we may have difficulty modifying our technology aocohtent for use in non-English-speaking market®stering new communities in non-
English-speaking markets. We acquired Qype in Gut@012 to accelerate the expansion of our intexmal footprint in Europe, but can make
no assurance that we will be successful in intagga@ype with our businesses or in taking advantfd@@ype’s presence in international
markets. Our ability to manage our business andwttrour operations internationally requires coesitle management attention and
resources, and is subject to the particular chgdlerof supporting a rapidly growing business iravironment of multiple languages, cultures,
customs, legal systems, alternative dispute systergalatory systems and commercial infrastructufesthermore, in most international
markets, we would not be the first entrant, andamumpetitors may be better positioned than we@sritceed. Expanding internationally may
subject us to risks that we have either not faeddrk or increase our exposure to risks that weeatly face, including risks associated with:

» recruiting and retaining qualified, mt-lingual employees, including sales person
e integrating businesses we may acquire internatiprnatluding Qype

e increased competition from local websites and guated potential preferences by local populationsoiwal providers
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» compliance with applicable foreign laws andulagjons, including different privacy, censorshipldiability standards and
regulations and different intellectual property &

» providing solutions in different languages fiififerent cultures, which may require that we mgdifir solutions and features to
ensure that they are culturally relevant in differeountries

» our ability to achieve prominent display of mantent in unpaid search results, which may beerddficult in newer markets where
we may have less content and more competitorsithastablished market

» the enforceability of our intellectual propertyhig;
» credit risk and higher levels of payment fra

« compliance with anti-bribery laws, includingtot limited to compliance with the Foreign Corrpactices Act and the U.K.
Bribery Act;

» currency exchange rate fluctuatio
» foreign exchange controls that might prevent umfrepatriating cash earned outside the United St
» political and economic instability in some courri

« double taxation of our international earningd @otentially adverse tax consequences due tayelsan the tax laws of the United
States or the foreign jurisdictions in which we i@te; anc

» higher costs of doing business internation:

Many people use smartphones and other mobile deviceaccess information about local businesses. Niee limited experience wit
mobile advertising and have prioritized the qualit§ user experience with our mobile products ovéosg-term monetization. As a result,
growth in use of our mobile app and mobile websjpeyticularly if it substitutes for use of our welis on personal computers, may advers
affect our results of operations and business.

The number of people who access information almmat Ibusinesses through mobile devices, includingrgphones and handheld tablets
or computers, has increased dramatically in thefpasyears and is expected to continue to increadleough we currently deliver advertising
on our mobile app and mobile website, we have échi#xperience with mobile advertising and haveritized the quality of user experience
with our mobile products over short-term moneti@atiwith our ability to effectively monetize our bite products unproven, we may not be
able to generate meaningful revenue from our mqbibelucts despite the expected growth in mobilgesk addition, if consumers use our
mobile app and mobile website as substitutes &bher than in addition to, use of our website ars@eal computers and our mobile solutions
prove ineffective, our advertisers may stop or oedihneir advertising with us. Similarly, we mayu®able to attract new advertisers if our
mobile advertising solutions are not compellingouf advertising solutions are not effective orfaikto continue to innovate and introduce
enhanced mobile solutions, if our solutions alier@ir user base, or if our solutions are not widelypted or are insufficiently profitable, our
business may suffer.

Additionally, as new mobile devices and platformes @eleased, it is difficult to predict the probkeme may encounter in developing
products for these alternative devices and platfpand we may need to devote significant resoucct®e creation, support and maintenanc
such products. We are dependent on the interopigyalfiour mobile products with popular mobile spgng systems that we do not control,
such as Android and iOS, and any changes in swstbrag that degrade their functionality could adsigraffect mobile usage. If we experiel
difficulties in the future in integrating our mobilpp into mobile devices or if problems arise weitin relationships with providers of mobile
operating systems or mobile application downloadest, such as those of Google, with whose localyrts we compete, or Apple, Inc., our
user growth and user engagement could be harmedldition, if our applications receive unfavoratskatment compared to the promotion
placement of competing applications, such as tberasf our products in the Apple AppStore, or if fsee increased costs to distribute our
mobile app, our future growth and our results afraions could suffer. Further, in the event thhecomes more difficult for our users to
access and use our mobile app, or if users choassetmobile products that do not offer accessitarmbile app, we may be unable to
decrease our reliance on traffic from Google ammiosearch engines.

*We expect to face increased competition in the ketr

The market for information regarding local busirssand advertising is intensely competitive anddigghanging. With the emergence
of new technologies and market entrants, compatitidikely to intensify in the future. Our comgetis include, among others, offline media
companies and service providers; newspaper, t@evind other media companies; Internet searcinesgsuch as Google, Bing and Yahoo!;
and various other online service providers andergwvebsites, including regional review websites thay have strong positions in particular
countries.
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Our competitors may enjoy competitive advantagesh ®s greater name recognition, longer operaistgries, substantially greater
market share, large existing user bases and stildfiagreater financial, technical and other rases. These companies may use these
advantages to offer products similar to ours aweel price, develop different products to compeitd wur current solutions and respond more
quickly and effectively than we do to new or chamggopportunities, technologies, standards or cliequirements. In particular, major Internet
companies, such as Google, Facebook, Yahoo! antbstift may be more successful than us in developitgmarketing online advertising
offerings directly to local businesses and mangwfadvertisers and potential advertisers may ahtmpurchase online advertising services
from these competitors and may reduce their pusshatour products. In addition, many of our cuti@md potential competitors have
established marketing relationships with and acteksger client bases. Certain competitors caildd use strong or dominant positions in on
or more markets to gain competitive advantage agaiin areas where we operate, including bygnating review platforms or features into
products they control, such as search enginesbnmbisers or mobile device operating systems; cmantlieir unpaid search result rankings to
promote their products; or refusing to enter intoemew licenses on which we depend.

As the market for local online advertising increaseew competitors, business models and solutiankkaly to emerge. We also
compete with these companies for the attentioroofributors and consumers, and may experience aeesan both if our competitors offer
more compelling environments. For all of these saaswe may be unable to maintain or grow the nurabpeople who use our website and
mobile app and the number of businesses that usadwertising solutions and we may face pressuredace the price of our advertising
solutions, in which case our business, resultpefations and financial condition will be harmed.

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

From time to time, other companies copy informafimm our platform, through website scraping, rabot other means, and publish or
aggregate it with other information for their owanefit. For example, in parts of 2010 and 2011, gkocorporated content from our website
into its own local product without our permissi@oogle’s users, as a result, may not have visitedvebsite because they found the
information they sought on Google. While we do bbelieve that Google is still incorporating our cemttwithin its local products, we have no
assurance that Google or other companies will apy cpublish or aggregate content from our platfamrthe future.

When third parties copy, publish or aggregate aarftem our platform, it makes them more compegitand decreases the likelihood 1
consumers will visit our website or use our mobip to find the information they seek, which condgyatively affect our business, results of
operations and financial condition. We may not ble & detect such third-party conduct in a tirrelgnner and, even if we could, we may not
be able to prevent it. In some cases, particulartiie case of websites operating outside of thigedrStates, our available remedies may be
inadequate to protect us against such practicexddition, we may be required to expend signifidarencial or other resources to successfully
enforce our rights.

*The impact of worldwide economic conditions, inding the resulting effect on advertising spending local businesses, may adversely
affect our business, operating results and finant@ndition.

Worldwide economic conditions, such as the soverdighbt and federal government funding issues iruthited States, create uncertainty
and unpredictability and add risk to our futurelooik. Our performance is subject to, among othigrgsy the impact of worldwide economic
conditions on levels of advertising spend by sraal medium-sized businesses, which may be dispiopately affected by economic
downturns. In the event of an economic slowdowdederioration of worldwide economic conditions, existing and potential advertising
clients may no longer consider investment in oweaiising solutions a necessity, or may elect thuce advertising budgets. Historically,
economic downturns have resulted in overall redustin advertising spending. In particular, webdobadvertising solutions may be viewed
by some of our existing and potential advertisitignts as a lower priority and could cause adversiso reduce the amounts they spend on
advertising, terminate their use of our solutiongl@fault on their payment obligations to us. Idi&idn, economic conditions may adversely
impact levels of consumer spending, which couldeasiy impact the numbers of consumers visitingveelssite and mobile app. Consumer
purchases of discretionary items generally deduméng recessionary periods and other periods iiclmtlisposable income is adversely
affected. If spending at many of the local busireggviewed on our platform declines, businessesladess likely to use our advertising
products, which could have a material adverse effeour financial condition and results of opevas.

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

We face potential liability and expense for ledairos relating to the information that we publishaur website and mobile app,
including claims for defamation, libel, negligerared copyright or trademark infringement, among hEor example, businesses in the past
have claimed, and may in the future claim, thataneeresponsible for defamatory reviews posted lyusars. We expect claims like these to
continue, and potentially increase in proportioth® amount of content on our platform. This rislkenhanced in certain jurisdictions outside
the United States where our protection from ligypilor third-party actions may be unclear and wheeemay be less protected under local law
than we are in the United States.
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These claims could divert management time andtateaway from our business and result in signiftazosts to investigate and defend,
regardless of the merits of the claims. In som&imses, we may elect or be compelled to removesobr may be forced to pay substantial
damages if we are unsuccessful in our efforts ferdkagainst these claims. If we elect or are cdiegbéo remove valuable content from our
website or mobile app, our platform may become Isssul to consumers and our traffic may declinigictv could have a negative impact on
our business and financial performance.

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

We receive, store and process personal informatiohother user data, including credit card inforamefor certain users. There are
numerous federal, state and local laws around tirlwegarding privacy and the storing, sharing, yggocessing, disclosure and protection of
personal information and other user data, the sobpénich are changing, subject to differing interfations and may be inconsistent between
countries or conflict with other rules. For example Federal Trade Commission (“FTC") currentlpests companies like Yelp to comply
with guidelines issued under the Federal Trade Cission Act that govern the collection, use andagerof consumer information,
establishing principles relating to notice, consantess and data integrity and security. Our jpescare designed to comply with these
guidelines as described in our published privadicpoFor example, we disclose that we collectrrgeof information about our users, such a:
their names, email addresses, search historieadivity on our platform. We also use and storéhsnéormation primarily to personalize the
experience on our platform, provide customer supgod display relevant advertising. While we do selt or share personally identifiable
information with third parties for direct marketipgrposes, we do have relationships with thirdipathat may allow them access to user
information for other purposes. For example, whenowtsource functions such as technical and custsupgport, tracking and reporting,
quality assurance and payment processing to otrepanies, we make user information available tsghmbmpanies to the extent necessal
them to provide the outsourced services. We believeolicies and practices comply with the FTGracly guidelines and other applicable
laws and regulations. However, if our belief proirerrect, if these guidelines, laws or regulagion their interpretation change or new
legislation or regulations are enacted, or if thiedtparties with whom we share user informatiahttacomply with such guidelines, laws,
regulations or their contractual obligations towe,may be compelled to provide additional disctesuo our users, obtain additional consents
from our users before collecting or using theiomfiation or implement new safeguards to help oarsumanage our use of their information,
among other changes. For example, the FTC recentiged its Childrers Online Privacy Protection Act rule, which regakathe way childre
use and access the Internet, and updated its giidandistinguishing paid search results and difes of advertising from unpaid search
results. As a result, we may be required to malkegbs or implement additional safeguards.

We also generally comply with industry standards are subject to the terms of our privacy poliegied privacy-related obligations to
third parties (including, in certain instances,urdhry third-party certification bodies such as TR&). It is possible that these obligations may
be interpreted and applied in a manner that isnsistent from one jurisdiction to another and maflict with other rules or our practices.

Any failure or perceived failure by us to complytvour privacy policies, our privacy-related obtigas to users or other third parties, or
our privacy-related legal obligations, or any coomise of security that results in the unauthoriaddase or transfer of personally identifiable
information or other user data, may result in gowgental enforcement actions, litigation or negafiublicity and could cause our users and
advertisers to lose trust in us, which could havadverse effect on our business. Additionallyhifd parties with whom we work, such as
advertisers, vendors or developers, violate applécws or our policies, such violations may gisb our users’ information at risk and could
have an adverse effect on our business.

*QOur business could suffer if the jurisdictions iwhich we operate change the way in which they regfalthe Internet, including regulation
relating to user-generated content and privacy.

Our business, including our ability to operate argdand internationally, could be adversely affedtéepislation or regulations are
adopted, interpreted or implemented in a mannerighiaconsistent with our current business prastiand that requires changes to these
practices or the design of our platform, productieatures. For example, if legislation is pas$ed limits the immunities afforded to websites
that publish user-generated content, we may be elhatbto remove content from our platform that wewd otherwise publish, restrict the
types of businesses that our users can reviewrthrefuverify the identity of our users, among otbleanges. Similarly, legislation could be
passed that limits our ability to use or store iinfation about our users.

Practices regarding the collection, use, storaigplal/, processing, transmission and security ofqreal information by companies
offering online services have recently come underdased public scrutiny. As a result, the regwyaimmework for privacy issues worldwide
is currently in flux and is likely to remain so fitre foreseeable future. The U.S. government, distuthe White House, the FTC and the
Department of Commerce, and many state governnaeateviewing the need for greater regulation of
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the collection of information concerning consumehdvior with respect to online services, includiegulation aimed at restricting certain
targeted advertising practices and the collectimhwse of data from mobile services. The FTC itipaear has approved consent decrees
resolving complaints and their resulting investigiag into the privacy and security practices ofimmber of social media companies. Similar
investigations, decrees or actions may adversgbaainus directly. The FTC and certain members ofgtess are also seeking legislation to
impose “Do-Not-Track” requirements that limit ogrdate user data tracking by third-party websité®e White House continues to support a
consumer privacy Bill of Rights and comprehensikiggry legislation that could impact the collectioihdata, internet and social media
companies, as well as online and mobile advertisingddition, the European Union is in the proaafgsromulgating a new General Data
Protection Regulation, which would apply acrossEoeopean Union and may result in significantlyajee compliance burdens for companies
such as us with users and operations in Européod¥sagovernment and consumer agencies have aled éai new regulation and changes in
industry practices. Recently, the State of Califoand several other states adopted privacy guaieehvith respect to mobile applications.
Changes like these could increase our adminiseaists and make it more difficult for consumerade our platform, resulting in less traffic
and revenue. Similarly, changes like these coulkenitamore difficult for us to provide effective agttising tools to businesses on our platfc
resulting in fewer advertisers and less revenuaninof the cases above, our business could suffer.

*Qur acquisitions of Qype and SeatMe create numesaisks and uncertainties that could adversely affeur operating results or prevent
us from realizing the expected benefits of the aisitions.

In October 2012, we acquired Qype to acceleratém@mational expansion and in July 2013, we aeguBeatMe to enhance the
experience for our consumers and complement ostiegipartnerships. In order to realize any gaiomfthese acquisitions, we must
successfully complete the integration of each aegubusiness, its operations, services and perbasitheour organization. These transition
activities are complex, and we may encounter uneiepedifficulties or incur unexpected costs. Inasrtb realize the expected benefits and
synergies of our acquisitions, we must meet a numbsignificant challenges, including:

* retaining existing customers and obtaining newansts;

* migrating Qype users and content to our platfc

« implementing and retaining uniform standards, adetmprocedures, policies and information syste
e managing the combined businesses effectively;

* integrating SeatMe in the manner and in theframe our management believes to be in our besests while maintaining
relationships with our strategic partne

The failure to integrate Qype and SeatMe succdgsfalild adversely affect our ability to maintaglationships with customers and
employees, as well as strategic commercial partoert® achieve the anticipated benefits of eacfusdtion. In addition, we may be requirec
spend additional time or funds on integration titaerwise would be spent on the development andresipn of the combined businesses. E
if we are able to integrate Qype and SeatMe omeratuccessfully, these integrations may not réstitte realization of the full benefits of
synergies, cost savings, innovation and operatieffi@iencies that may be possible from the intégraof each business, and these benefits
may not be achieved within a reasonable periodrad.t

Our growth depends in part on the success of ouatgic relationships with third parties, and angifure to maintain these relationships
could harm our business.

We rely in part on relationships with various thparties to grow our business, including strat@gidners and technology and content
providers. Identifying, negotiating and maintainiedationships with third parties require signifitdime and resources, as does integrating
their services and technologies onto our platfaffe.may also have competing interests and obligatigth respect to our partners, which n
make it difficult to maintain, grow or maximize thenefit of each partnership. In addition, we hiagd, and may in the future have,
disagreements or disputes with our partners ahautespective contractual obligations, which caelsult in legal proceedings or negatively
affect our brand and reputation. It is also possibhat these third parties may not be able to @ethat resources we expect to the relationshi
they may terminate their relationships with usvéf are unsuccessful in establishing or maintaiomgrelationships with third parties, our
ability to grow our business could be impaired, andoperating results could suffer.

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

Our success will depend, in part, on our abilitgxpand our product offerings and grow our busifresssponse to changing
technologies, user and advertiser demands and c¢iivg@ressures. In some circumstances, we magrigée to do so through the acquisition
of complementary businesses or technologies ratlaerthrough internal development. We have limérgerience as a company in the
complex process of acquiring other businessesexnfthblogies. The pursuit of potential future acijoiss may
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divert the attention of management and cause imetw expenses in identifying, investigating andsping suitable acquisitions, whether or
they are consummated. Acquisitions could also tésulilutive issuances of equity securities or ith@urrence of debt, which could adversely
affect our results of operations or our abilityatthieve profitability.

Acquisitions also involve a number of risks to business, including the difficulty of integratingerations, services, sites and
technologies, and personnel of the acquired comepattie potential disruption of our ongoing bussnéise potential distraction of managem
the possibility that our business culture and thsiress culture of the acquired companies willigtompatible, expenses related to the
acquisition and to the integration of the acquitethpanies, the impairment of relationships with Eyges and customers as a result of any
integration of new personnel, risks related tolihsinesses of acquired companies that may continmepact the businesses following the
acquisition and potential unknown liabilities agated with acquired companies. Any inability todgtate services, sites and technologies,
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 @rhed.

We have experienced rapid growth in our headconditogperations, including through our acquisitiohQgpe in October 2012 and
SeatMe in July 2013, which places substantial deim@m management and our operational infrastruchliost of our employees have been
with us for fewer than two years. We intend to mabstantial investments in our technology, satesmaarketing and community
management organizations. As we continue to grasvinust effectively integrate, develop and motiaterge number of new employees,
including employees in international markets amahfrany acquired businesses, while maintaining émeficial aspects of our company
culture. If we do not manage the growth of our bass and operations effectively, the quality of mlatform and efficiency of our operations
could suffer, which could harm our brand, resufteferations and business.

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

It is important to our success that users in atiggaphies be able to access our platform at aéigiriiVe have previously experienced, anc
may experience in the future, service disruptiongages and other performance problems due taetywar factors, including infrastructure
changes, human or software errors, capacity canttrdue to an overwhelming number of users acegssir platform simultaneously, and
denial of service or fraud or security attackssdéme instances, we may not be able to identific#luse or causes of these performance
problems within an acceptable period of time. lyrbacome increasingly difficult to maintain and iope the availability of our platform,
especially during peak usage times and as ourisotubecome more complex and our user traffic ies. If our platform is unavailable wr
users attempt to access it or it does not loadimkly as they expect, users may seek other sexvicebtain the information for which they are
looking, and may not return to our platform as wfi@ the future, or at all. This would negativetypact our ability to attract users and
advertisers and increase the frequency with witiely tise our website and mobile app. We expectritrage to make significant investments
to maintain and improve the availability of ourtideim and to enable rapid releases of new featmesproducts. To the extent that we do not
effectively address capacity constraints, upgradesgstems as needed and continually develop obntdogy and network architecture to
accommodate actual and anticipated changes indéxdy) our business and operating results may baddh

Our disaster recovery program contemplates tramsityy our platform and data to a backup centehénevent of a catastrophe, but we
have not yet tested the procedure in full, andriesition procedure may take several days or noemplete. During this time, our platform
may be unavailable in whole or in part to our users

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

We currently face, and we expect to face from timgme in the future, allegations that we havdatied the rights of third parties,
including patent, trademark, copyright and othéellactual property rights and the rights of cutrand former employees and business owi
For example, various businesses have sued usrajlétat we manipulate Yelp reviews in order to ceghem and other businesses to pay for
Yelp advertising. In addition, Deutsche Telekomdilsuit against Qype in Germany regarding feestpayar directory data that Qype and its
predecessor purchased from Deutsche Telekom. Thieie Court of Bonn rejected Deutsche Telekeriaim in full and the Higher Regior
Court of Dusseldorf denied its appeal; however,tBehe Telekom may challenge the Higher RegionakGodecision. In addition, in August
2013, Deutsche Telekom filed a claim against Qypthé Regional Court of Cologne seeking additiatzdh service fees for data delivered in
2009. Qype has requested that the Regional Cayrfpsbceedings in this case pending final resatutibthe 2010 Claim.

Companies in the Internet, technology and mediastrtes own large numbers of patent and otherl@ttelal property rights, and
frequently enter into litigation based on allegat®f infringement or other violations of such tighn addition, various “non-practicing
entities” that own patents and other intellectualperty rights often attempt to aggressively agbait rights in order to
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extract value from technology companies. From tilméime, we receive notice letters from patent baddalleging that certain of our products
and services infringe their patent rights. We pmédgere involved in numerous patent lawsuitspélvhich involve plaintiffs targeting multiple
defendants in the same or similar suits. As we flaceeasing competition and gain an increasinghhhprofile, we expect the number of patent
and other intellectual property claims againstougrow.

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

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

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

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

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

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

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

We rely on data about local businesses from thartigs, including various yellow pages and othédtparties that license such
information to us. We also rely on third parties éher aspects of our business, such as mappimogidnality and administrative software
solutions. If these third parties experience diffig meeting our requirements or standards, olioanses are revoked or not renewed, it could
make it difficult for us to operate some aspectewfbusiness, which could damage our reputatioaddition, if such third-party service
providers were to cease operations, temporarifyeomanently, face financial distress or other bessrdisruption, increase their fees or if our
relationships with these providers deteriorateceeld suffer increased costs and delays in ouityhd provide consumers and advertisers
content or provide similar services until an eqlénéprovider could be found or we could develgplaeement technology or operations.
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*We expect a number of factors to cause our opeamngtresults to fluctuate on a quarterly and annuaébis, which may make it difficult to
predict our future performance

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

our ability to attract new local business advertissnd retain existing advertise

our ability to accurately forecast revenue and appately plan our expense

the effects of changes in search engine placenmehp@minence

the effects of increased competition in our bussp

our ability to successfully expand in existing netgk enter new markets and manage our internatépansion

the impact of worldwide economic conditionglirding the resulting effect on consumer spendirigaal businesses and the level
of advertising spending by local busines:

our ability to protect and grow our intellectuabperty;

our ability to maintain an adequate rate of groank effectively manage that grow

our ability to maintain and increase traffic to eugbsite and mobile ap

our ability to keep pace with changes in technoj

the success of our sales and marketing eff

costs associated with defending intellectual prigpiefringement and other claims and related judgtmer settlement:
our ability to manage successfully any acquisitiohbusinesses, solutions or technologies, inclyd@ype and SeatM
changes in government regulation affecting ourress;

interruptions in service and any related impacbonreputation

the attraction and retention of qualified employard key personne

our ability to choose and effectively manage t-party service provider:

the impact of fluctuations in currency exchangess

changes in consumer behavior with respect to logsinesses

fluctuations in spending by our advertisers ttuseasonality, such as historically stronger dpanin the fourth quarter of each
year, or other factor:

the effects of natural or m-made catastrophic even
the effectiveness of our internal controls; i

changes in our tax rates or exposure to additiaxaliabilities.

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

We recognize revenue from sales of our advertiphoglucts over the terms of the applicable agreesnaritich are generally three, six or
12 months. As a result, a significant portion @& thvenue we report in each quarter is generabead igreements entered into during previous
quarters. Consequently, a decline in new or reneageeements in any one quarter may not signifigamtpact our revenue in that quarter but
will negatively affect our revenue in future quastdn addition, we may be unable to adjust ouedixosts in response to reduced revenue.
Accordingly, the effect of significant declinesadvertising sales may not be reflected in our stesrh results of operations.

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

We believe our success has depended, and contmdepend, on the efforts and talents of our ermg#syincluding our senior
management team, software engineers, marketinggsiohals and advertising sales staff. Our futuceess depends on our
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continuing ability to attract, develop, motivatedaetain highly qualified and skilled employees.afified individuals are in high demand, and
we may incur significant costs to attract themadidlition, the loss of any of our senior managerekey employees could materially
adversely affect our ability to execute our bussnglsin, and we may not be able to find adequatacements. All of our officers and other
U.S. employees are at-will employees, which mehag tay terminate their employment relationshighwis at any time, and their knowledge
of our business and industry would be extremelfjatilt to replace. We cannot ensure that we wilblbée to retain the services of any mem

of our senior management or other key employeease Ifio not succeed in attracting well-qualified égpes or retaining and motivating
existing employees, our business could be harmed.

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

We regard the protection of our trade secrets, 1igipts, trademarks and domain names as criticalitcsuccess. In particular, we must
maintain, protect and enhance the “Yelp” brand. MWsue the registration of our domain names, tradksrand service marks in the United
States and in certain jurisdictions abroad. Weetid protect our intellectual property rights leyying on federal, state and common law rig
as well as contractual restrictions. We typicaliyes into confidentiality and invention assignmeagteements with our employees and
contractors, and confidentiality agreements withigs with whom we conduct business in order tatlascess to, and disclosure and use of,
our proprietary information. However, these cortinatarrangements and the other steps we have tal@notect our intellectual property may
not prevent the misappropriation or disclosurewfmgroprietary information nor deter independentediepment of similar technologies by
others.

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

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

We have registered domain names for our websitastbaise in our business, such as Yelp.com. Ifose the ability to use a domain
name, whether due to trademark claims, failuretew the applicable registration, or any other eawe may be forced to market our prodi
under a new domain name, which could cause usanttatharm, or to incur significant expense inesrth purchase rights to the domain nam
in question. In addition, our competitors and asheuld attempt to capitalize on our brand recogmiby using domain names similar to ours.
Domain names similar to ours have been registerdiaki United States and elsewhere. We may be ut@plevent third parties from acquiri
and using domain names that infringe on, are sirtolaor otherwise decrease the value of our braralir trademarks or service marks.
Protecting and enforcing our rights in our domaames may require litigation, which could resulsubstantial costs and diversion of
management’s attention.

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

Our platform involves the storage and transmissiomser and business information, some of which beprivate, and security breaches
could expose us to a risk of loss of this informiatiwhich could result in potential liability anitidation. Like all online services, our platform
is vulnerable to computer viruses, break-ins, phiglattacks, attempts to overload our servers dathial-ofservice or other attacks and sim
disruptions from unauthorized use of our compugstens, any of which could lead to interruptiorslagls or website shutdowns, causing loss
of critical data or the unauthorized disclosur@ise of personally identifiable or other confidehitidormation. Because the techniques used to
obtain unauthorized access, disable or degradé&saywsabotage systems change frequently, ofeenatrrecognized until launched against a
target and may originate from less regulated antbte areas around the world, we may be unabledacpively address these techniques or to
implement adequate preventative measures. If wer@qre compromises to our security that resybeiriormance or availability problems, -
complete shutdown of our website or the loss outhized disclosure of confidential informatiomyraisers or advertisers may lose trust and
confidence in us and decrease their use of ouopfator stop using our platform entirely, and weuwlebsuffer reputational and financial harm.
For example, we work with third party vendors togess credit card payments by certain of our wmsidocal businesses and are subject to
payment card association operating rules. If oousty measures fail to protect this informatioreqdately as a result of employee error,
malfeasance or otherwise, or we fail to comply wiith applicable operating rules, we could be liableur users and local businesses for their
losses, as well as the vendors under our agreeméhtthem, we could be subject to fines and highemsaction fees, we could face regulaton
action and our users, local businesses and verdald end their relationships with us, any of whactuld harm our business and financial
results.
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In addition, user and business owner accounts eofdeppages could be hacked, hijacked, altereotloerwise claimed or controlled by
unauthorized persons. For example, we enable kassindo create free online business accounts aimd itle business profile pages for eac
their business locations. We verify these claimmsugh an automated telephone verification prooghgh is designed to confirm that the
person setting up the account is affiliated with tlusiness by confirming that the person has a¢odhe business’telephone. Our verificatic
system could fail to confirm that the recipientloé call is an authorized representative of théness, or mistakenly allow an unauthorized
representative to claim the business’s profile page or all of these issues could negatively intgag ability to attract new users or could
deter current users from returning or reduce teguency with which consumers and advertisers useautions, cause existing or potential
advertisers to cancel their contracts or subjeto ulird-party lawsuits, regulatory fines or otlaetion or liability, thereby harming our results
of operations.

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

We are subject to a variety of laws in the Unit¢at& and abroad, including laws regarding datntietn, privacy, distribution of user-
generated content and consumer protection, thdtexgaently evolving and developing. The scope iatefpretation of the laws that are or n
be applicable to us are often uncertain and magohéicting, particularly outside the United StatEsr example, laws relating to the liability
providers of online services for activities of thesers and other third parties are currently b&sted by a number of claims, including action:
based on invasion of privacy and other torts, urdampetition, copyright and trademark infringemantl other theories based on the nature
and content of the materials searched, the adegost the content provided by users. In additiegulatory authorities around the world are
considering a number of legislative and regulafmgposals concerning data protection and otheremsatihat may be applicable to our busir
It is also likely that if our business grows an@lkees and our solutions are used in a greater nuoflmuntries, we will become subject to
laws and regulations in additional jurisdictiontsisldifficult to predict how existing laws will bepplied to our business and the new laws to
which we may become subiject.

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

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

Our Yelp Deals products may be deemed gift cediifis, store gift cards, general-use prepaid cardther vouchers, or “gift cards,”
subject to, among other laws, the federal Creditt@acountability Responsibility and Disclosure Adt2009 (the “Credit CARD Act”) and
similar federal, state and foreign laws. Many afsth laws include specific disclosure requiremendsprohibitions or limitations on the use of
expiration dates and the imposition of certain fé&s example, the Credit CARD Act requires thétt cards expire no earlier than five years
after their issue. Yelp Deals are comprised of ¢@mponents: (i) the purchase value, which is thewarhpaid by the purchaser and which c
not expire, and (ii) the promotional value, whistttie remaining value for which the Yelp Deal carrddeemed during a limited period, which
typically ends one year after the date of purchkiseontrary to our belief, the Credit CARD Actdngimilar state laws were held to apply to
promotional value component of Yelp Deals, conssmesuld be entitled to redeem the promotional valu@ponent of their Yelp Deals for
up to five years after their issue, and we coute fitability for redemption periods that are Idsart five years. Various companies that provide
deal products similar to ours are currently defeslan purported class action lawsuits that hawenlfded in federal and state court claiming
that their deal products are subject to the CI@4iRD Act and various state laws governing gift caatid that the defendants have violated
these laws as a result of expiration dates and o#istrictions they have placed on their deals.il&imtawsuits have been filed in other locations
in which we plan to sell our Yelp Deals, such as@anadian province of Ontario, alleging similaslations of provincial legislation governing
gift cards.

The application of various other laws and regutaito our products, and particularly our Yelp Deaid Gift Certificates, is uncertain.
These include laws and regulations pertaining waimed and abandoned property, partial redemptafands, revenusharing restrictions @
certain trade groups and professions, sales amd lotbal taxes and the sale of alcoholic beverdgasexample, although it is the responsib
of merchants to redeem or refund unexpired Yelplaad Gift Certificates that they offer throughr platform, the law might be interpretec
require that we redeem or refund them. Becauseharts alone, and not Yelp, are in a position toktthe redemption of Yelp Deals and Gift
Certificates, we may not be able to comply withrsa@equirement
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without substantial and potentially costly chantgesur infrastructure and business practices. titixh, we may become, or be determined to
be, subject to federal, state or foreign laws ratijuy money transmitters or aimed at preventingeydaundering or terrorist financing,
including the Bank Secrecy Act, the USA PATRIOT Acid other similar future laws or regulations.

If we become subject to claims or are requiredtir @aur business practices as a result of cuoefiture laws and regulations, our
revenue could decrease, our costs could increabkelarbusiness could otherwise be harmed. In axidithe costs and expenses associatec
defending any actions related to such additionasland regulations and any payments of relatedlfiesidines, judgments or settlements
could harm our business.

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

We intend to continue to make investments to supparbusiness growth and may require or otheragsk additional funds to respond
to business challenges, including the need to devetw features and products or enhance our exisérvices, improve our operating
infrastructure or acquire complementary busineasdstechnologies. Accordingly, we may need to eadgagquity or debt financings to sec
additional funds. If we raise additional funds tigb future issuances of equity or convertible delourities, our existing stockholders could
suffer significant dilution, and any new equity seties we issue could have rights, preferencespivileges superior to those of holders of
Class A common stock. Any debt financing we seautee future could involve restrictive covenargfating to our capital raising activities
and other financial and operational matters, wihngy make it more difficult for us to obtain additad capital and to pursue business
opportunities, including potential acquisitions. Wiay not be able to obtain additional financingems favorable to us, if at all. If we are
unable to obtain adequate financing or financingesms satisfactory to us when we require it, dailitg to continue to support our business
growth and to respond to business challenges dmikignificantly impaired, and our business mapéened.

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

Our systems and operations are vulnerable to daoragéerruption from earthquakes, fires, floodswer losses, telecommunications
failures, terrorist attacks, acts of war, humawomrsirbreak-ins and similar events. For examplégrificant natural disaster, such as an
earthquake, fire or flood, could have a materialesisle impact on our business, operating resultdiaadcial condition, and our insurance
coverage may be insufficient to compensate usofsds that may occur. Our U.S. corporate officdsome of the facilities we lease to house
our computer and telecommunications equipmentao@éd in the San Francisco Bay Area, a region knfowseismic activity. In addition,
acts of terrorism, which may be targeted at meftitsgoareas that have higher population density th@al areas, could cause disruptions in
or our local business advertisers’ businesseseoetlonomy as a whole. Our servers may also be naldleeto computer viruses, break-ins and
similar disruptions from unauthorized tamperinghaour computer systems, which could lead to infefoms, delays, loss of critical data or the
unauthorized disclosure of confidential client d&t&e may not have sufficient protection or recovgigns in certain circumstances, such as
natural disasters affecting the San Francisco BaaAand our business interruption insurance magshficient to compensate us for losses
that may occur. As we rely heavily on our serveosnputer and communications systems and the Iriterro@nduct our business and provide
high quality customer service, such disruptiondadmegatively impact our ability to run our busiaemd either directly or indirectly disrupt
our local business advertisers’ businesses, whialddave an adverse effect on our business, apenasults and financial condition.

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

Our corporate structure and intercompany arrang&nirtiuding the manner in which we develop anel asr intellectual property and
the transfer pricing of our intercompany transawtjare intended to reduce our worldwide effedi@erate. The application of the tax laws of
various jurisdictions, including the United Statisour international business activities is subjednterpretation and depends on our ability to
operate our business in a manner consistent witeayorate structure and intercompany arrangem&htstaxing authorities of the
jurisdictions in which we operate may challenge methodologies for valuing developed technologintercompany arrangements, includ
our transfer pricing, or determine that the mannevhich we operate our business does not achlevetended tax consequences, which ¢
increase our worldwide effective tax rate and haunfinancial position and results of operations.

Our corporate structure includes legal entitiesided in jurisdictions with income tax rates lowear the U.S. statutory tax rate. Our
intercompany arrangements allocate income to sntities in accordance with arm’s-length principesl commensurate with functions
performed, risks assumed and ownership of valuztrigorate assets. We believe that income taxedrbaia foreign jurisdictions at a lower
rate relative to the U.S. statutory rate will haveeneficial impact on our worldwide effective taxe.
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Significant judgment is required in evaluating tax positions and determining our provision fordme taxes. During the ordinary
course of business, there are many transactionsaadlations for which the ultimate tax determioatis uncertain. For example, our effective
tax rates could be adversely affected by earniegiggdower than anticipated in countries where w&eehlower statutory rates and higher than
anticipated in countries where we have higher wigguates, by changes in foreign currency exchaatgs or by changes in the relevant tax,
accounting and other laws, regulations, principlesg interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes contliciinterpretations by tax authorities of thesesjiGtions. It is not uncommon for taxing
authorities in different countries to have conftigtviews, for instance, with respect to, amongothings, the manner in which the arm’s
length standard is applied for transfer pricingpmses, or with respect to the valuation of intéllatproperty. In addition, tax laws are dyna
and subject to change as new laws are passed anidteepretations of the law are issued or applircparticular, there is uncertainty in
relation to the U.S. tax legislation in terms of fiature corporate tax rate but also in terms efllS. tax consequences of income derived fror
income related to intellectual property earned seas in low tax jurisdictions.

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

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

The current administration has made public statésriedicating that it has made international tdema a priority, and key members of
the U.S. Congress have conducted hearings and ggdpeew legislation. Recent changes to U.S. tag,lawluding limitations on the ability
taxpayers to claim and utilize foreign tax creditsl the deferral of certain tax deductions untihgms outside of the United States are
repatriated to the United States, as well as chatigl.S. tax laws that may be enacted in the éuttwuld impact the tax treatment of our
foreign earnings. Due to the expanding scale ofrternational business activities, any changeakeénlJ.S. taxation of such activities may
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 foramnment when events or changes in circumstancésatedthe carrying value may
not be recoverable. Goodwill is required to beagdor impairment at least annually. Factors thay tme considered include a change in
circumstances indicating that the carrying valuewfgoodwill or other intangible assets may notdeoverable include declines in our stock
price and market capitalization or future cash #qwojections. We recorded a significant amourgaafdwill related to our acquisition of Qype
in the fourth quarter of 2012. A decline in ourcitgrice, or any other adverse change in markeditions, particularly if such change has the
effect of changing one of our critical assumptiongstimates, could result in a change to the asitim of fair value that could result in an
impairment charge to our goodwill and intangibleeds. Any such material charges may have a mate@ative impact on our financial and
operating results.

Risks Related to Ownership of Our Class A Common 8tk

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

Our Class B common stock has 10 votes per shaleg@anClass A common stock has one vote per sBawekholders who hold shares
Class B common stock, including our founders, dmes; executive officers and employees and théilizaés, together beneficially own shares
representing approximately 70% of the voting powafesur outstanding capital stock as of Septembe803. Consequently, the holders of
Class B common stock collectively will continuett® able to control all matters submitted to ouclstolders for approval even though their
stock holdings represent less than 50% of the autiing shares of our common stock. Because of@He-1 voting ratio between our Class B
and Class A common stock, the holders of our GBassmmon stock collectively will continue to coriteomajority of the combined voting
power of our common stock even when the sharedasfs@® common stock represent a small minoritflaftstanding shares of our Class A
and Class B common stock. This concentrated cowitblimit your ability to influence corporate mats for the foreseeable future, and, as a
result, the market price of our Class A commonistmuld be adversely affected. Future transferbdiglers of Class B common stock will
generally result in those shares converting to<Chasommon stock, which will have the effect, otiare, of increasing the relative voting
power of those holders of Class B common stock reltain their shares in the long term, which mayude existing founders, officers and
directors and their affiliates.
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*Our share price has been and will likely continue be volatile.

The trading price of our Class A common stock heenband is likely to continue to be, highly vdatnd could be subject to wide
fluctuations in response to various factors, sofmghich are beyond our control. Since shares ofommmon stock were sold in our initial
public offering in March 2012 at a price of $15/8€ share through October 28, 2013, our Class Anvomstock’s daily closing price has
ranged from $15.22 to $74.89. In addition to thetdes discussed in thisRisk Factors’ section and elsewhere in this quarterly rep@ttdrs
that may cause volatility in our share price inelud

» actual or anticipated fluctuations in our finanaahdition and operating resul

» changes in projected operating and financial reg

» actual or anticipated changes in our growth ratgive to our competitor:

* announcements of technological innovations or nffgrings by us or our competitot

e announcements by us or our competitors of Bt acquisitions, strategic partnerships, joientures or capital-raising activities
or commitments

« additions or departures of key personi

e issuance of research or reports by securities st3a

» fluctuations in the valuation of companies perceitsg investors to be comparable to

» sales of our Class A or Class B common sti

« changes in laws or regulations applicable to olutsms;

» share price and volume fluctuations attributablmtonsistent trading volume levels of our shaaest

» general economic and market conditic

Furthermore, the stock markets recently have egpeed extreme price and volume fluctuations thee lfected and continue to affect

the market prices of equity securities of many camigs. These fluctuations often have been unretatedsproportionate to the operating
performance of those companies. These broad mankkeindustry fluctuations, as well as general eotnppolitical and market conditions
such as recessions, interest rate changes oratitamal currency fluctuations, may negatively imphe market price of our Class A common
stock. In the past, companies that have experienakadility in the market price of their stock halveen subject to securities class action

litigation. We may be the target of this type difglation in the future. Securities litigation agstimis could result in substantial costs and divert
our management’s attention from other businessearos¢ which could harm our business.

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

We have never declared or paid any cash dividendsiocommon stock and do not intend to pay ank dasdends in the foreseeable
future. We anticipate that we will retain all ofrduture earnings for use in the development oftmusiness and for general corporate purpose
Any determination to pay dividends in the futurdl Wwe at the discretion of our board of direct@kscordingly, investors must rely on sales of
their Class A common stock after price 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 uore difficult, limit attempts by
our stockholders to replace or remove our currenanagement and limit the market price of our ClasscAmmon stock.

Provisions in our certificate of incorporation amdaws may have the effect of delaying or prevaptrchange in control or changes in
our management. Our amended and restated cenifi€abcorporation and amended and restated byilaelisde provisions that:

» authorize our board of directors to issue, authfurther action by the stockholders, up to 10,000 shares of undesignated
preferred stock

* require that any action to be taken by ourldtotders be effected at a duly called annual ocigppeneeting and not by written
consent
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» specify that special meetings of our stockhadm=n be called only by our board of directors,@nair of our board of directors, or
our Chief Executive Officel

» establish an advance notice procedure for bder proposals to be brought before an annuatingeéncluding proposed
nominations of persons for election to our boardicéctors;

» establish that our board of directors is dividet ithree classes, with directors in each classrsgthre«-year staggered term
e prohibit cumulative voting in the election of ditecs;

» provide that vacancies on our board of directoay be filled only by a majority of directors thia office, even though less than a
quorum;

» require the approval of our board of directmrshe holders of a supermajority of our outstagdihares of capital stock to amend
our bylaws and certain provisions of our certifecaf incorporation; an

» reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giterny our stockholders to replace or remove otnectt management by making it
more difficult for stockholders to replace membefrour board of directors, which is responsibledppointing the members of our
management. In addition, because we are incorgbnatBelaware, we are governed by the provisionSegftion 203 of the Delaware General
Corporation Law, which generally prohibits a Delagvaorporation from engaging in any of a broad eaofjbusiness combinations with any
“interested” stockholder for a period of three yefmllowing the date on which the stockholder beeam “interested” stockholder.

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

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

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

Sales of a substantial number of shares of ours@Glasommon stock in the public market, particuladyes by our directors, officers and
employees and significant stockholders, or thegyion that these sales might occur, could degithesmarket price of our Class A common
stock and could impair our ability to raise capttabugh the sale of additional equity securitfes of September 30, 2013, we had 53,573,297
shares of Class A common stock and 12,400,324 slo&@€lass B common stock outstanding. Althoughlalip market exists for our Class A
common stock only, shares of Class B common stoekanerally convertible into an equivalent numiifeshares of Class A common stock at
the option of the holder or upon transfer (subjeatertain exceptions).

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

We are subject to the reporting requirements ottkehange Act, the Sarbanes-Oxley Act, the DodadErect, the listing requirements
of the New York Stock Exchange and other applicableurities rules and regulations. Compliance wi#se rules and regulations has
increased and will continue to increase our legdlfenancial compliance costs, make some activitiese difficult, time-consuming or costly,
and increase demand on our systems and resouteeS&arbanes-Oxley Act requires, among other thithgs we maintain effective disclosure
controls and procedures and internal control owericial reporting. In order to maintain and, ifjuéed, improve our disclosure controls and
procedures and internal control over financial répg to meet this standard, significant resouaes management oversight may be required
As a result, management’s attention may be divdrad other business concerns, which could harnbosimess and operating results.
Although we have hired additional employees to clgmith these requirements, we may need to hireeneonployees in the future, which will
increase our costs and expenses.

In addition, changing laws, regulations and statisiaelating to corporate governance and publidalisice are creating uncertainty for
public companies, increasing legal and financiahpliance costs and making some activities more torsuming. These laws, regulations
standards are subject to varying interpretationsjany cases due to their lack of specificity, asda
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result, their application in practice may evolveentime as new guidance is provided by regulatod/governing bodies. This could result in
continuing uncertainty regarding compliance matterg higher costs necessitated by ongoing revismdssclosure and governance practices.
We intend to invest resources to comply with evadviaws, regulations and standards, and this imest may result in increased general and
administrative expenses and a diversion of managesnéme and attention from revenue-generatingvigts to compliance activities. If our
efforts to comply with new laws, regulations ananstards differ from the activities intended by Hetary or governing bodies due to
ambiguities related to practice, regulatory autiegimay initiate legal proceedings against us@mrdousiness may be harmed.

We also expect that being a public company thstiigect to these new rules and regulations will enaknore expensive for us to obtain
director and officer liability insurance, and wentse required to accept reduced coverage or indastantially higher costs to obtain covere
These factors could also make it more difficultdisrto attract and retain qualified members oflmard of directors and qualified executive
officers.

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

We will be required, pursuant to Section 404 of $aebanes-Oxley Act, to furnish a report by manageron, among other things, the
effectiveness of our internal control over finahcéporting for the fiscal year ending 2013. Thés@ssment will need to include disclosure of
any material weaknesses identified by our managemeur internal control over financial reportirggs well as a statement that our auditors
have issued an attestation report on our manag&vessiessment of our internal controls. We arbeaneiarly stages of the costly and
challenging process of compiling the system andg®sing documentation necessary to perform theiatiah needed to comply with
Section 404. We may not be able to complete oduatian, testing and any required remediation fimeely fashion. During the evaluation a
testing process, if we identify one or more matem@aknesses in our internal control over finangéglorting, we will be unable to assert that
our internal controls are effective. If we are ueab assert that our internal control over finahegporting is effective, or if our auditors are
unable to express an opinion on the effectivenéssiinternal controls, we could lose investor fid@nce in the accuracy and completeness ¢
our financial reports, which would cause the pgteur Class 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 offfg, in which we sold 8,172,500 shares of Clagsofmon stock at a price to the
public of $15.00 per share. The aggregate offepinge for shares sold in the offering was approxetya$122.6 million. The offer and sale of
all of the shares in the initial public offering reeregistered under the Securities Act of 193&masended (the “Securities Act”) pursuant to a
registration statement on Form S-1 (File No. 338aB0), which was declared effective by the Seasgitind Exchange Commission (the
“SEC") on February 16, 2012. Our use of proceedtate has been as described in our final prospéittesProspectus”) filed with the SEC
pursuant to Rule 424(b) under the Securities Ad¥lanch 2, 2012, and has included the payment ofceqimately $24.3 million for the cash
portion of the purchase price of Qype and approtetgeh2.2 million for the cash portion of the puask price of SeatMe. There has been no
material change in the planned use of proceeds @nammitial public offering as described in theoBpectus. We have invested the funds
received that have not yet been utilized in registenoney market funds.

Issuer Purchases of Equity Securities

The table below provides information with respectdpurchases of shares of our Class B common.dimckhares of our Class A
common stock were repurchased during this period.

Total Number of

Maximum
Shares Number of
Weighted Purchased as Shares that May
Total Average Part of Publicly Yet Be Purchase!
Number of Price Paic Announced
Shares Plans or Under the Plans
Period Purchased®) per Share Programs or Programs
July 1 — July 31, 2013 — — — —
August 1- August 31, 201« 3,52¢ $ 49.6¢ — —
September — September 30, 201 — — — —
Total 3,52¢ $ 49.6¢ — —

(1) Represents shares withheld to satisfy tax witihg obligations in connection with the vestirfgemployee restricted stock awards unde
our 2012 Equity Incentive Plan, as amenc

47



Table of Contents

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 the
signature page of this report and is incorporatéal this Item 6 by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

YELP INC.

Date: October 29, 2013 /s/ Rob Krolik

Rob Krolik
Chief Financial Officel
(Principal Financial Officer and Duly Authorizeddsiatory)
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EXHIBIT INDEX
Filed
Incorporated by Reference Herewith
Exhibit
Number Exhibit Description Form File No. Exhibit  Filing Date
2.1 Agreement and Plan of Merger, dated July 18, 2B¢&nd among Yelp
Inc., SeatMe, Inc., Ranger Merger Corp., RangergdeLLC and
Alexander Kvamme, as Stockhold’ Agent. 8-K  001-35444 99.1 7/24/201.
3.1 Amended and Restated Certificate of Incorporatibyiedp Inc. 8-K  001-35444 3.1 3/9/2012
3.2 Amended and Restated Bylaws of Yelp | S-1/A 33317803( 3.4 2/3/2012
4.1 Reference is made to Exhibits 3.1 and
4.2 Form of Class A Common Stock Certifica S-1/A  33317803( 41  2/3/2012
4.3 Form of Class B Common Stock Certifice S-1/A  33:17803( 4.2  2/3/2012
31.1 Certification pursuant to Rule 1-14(a)/15¢14(a). X
31.2 Certification pursuant to Rule 1-14(a)/15¢14(a). X
32.1t Certifications of Chief Executive Officer and Chighancial Officer X
101.INS# XBRL Instance Documen X
101.SCHs XBRL Taxonomy Extension Schema Documg X
101.CAL# XBRL Taxonomy Extension Calculation Linkbase Docun X
101.DEF+ XBRL Taxonomy Extension Definition Linkbase Docurhe X
101.LAB# XBRL Taxonomy Extension Labels Linkbase Docum X
101.PRE# XBRL Taxonomy Extension Presentation Linkbase Doeni X

t The certifications attached as Exhibit 32.1 aqeany this Quarterly Report on Form 10-Q, are netnaked filed with the Securities and
Exchange Commission and are not to be incorpotatadference into any filing of Yelp Inc. under tBecurities Act of 1933, as
amended, or the Securities Exchange Act of 193dmended, whether made before or after the datésoQuarterly Report on Form 10-
Q, irrespective of any general incorporation lamggueontained in such filing

# Pursuant to applicable securities laws and réiguks, the Registrant is deemed to have compligd thie reporting obligation related to
the submission of interactive data files in suchileixs and is not subject to liability under anytigraud provisions of the federal
securities laws as long as the Registrant has maded faith attempt to comply with the submissiequirements and promptly amends
the interactive data files after becoming awaré¢ tthe interactive data files fails to comply wittetsubmission requirements. These
interactive data files are deemed not filed or p&# registration statement or prospectus for sep of Sections 11 or 12 of the
Securities Act of 1933, as amended, are deemefiledfor the purposes of section 18 of the SemsiExchange Act of 1934, as
amended, and otherwise are not subject to liahilitger those section



Exhibit 31.1

CERTIFICATIONS

I, Jeremy Stoppelman, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of Yelp Inc.;

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

c) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an Annual Repod] ttas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

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

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

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

Date: October 29, 2013

/sl Jeremy Stoppelman

Jeremy Stoppelme
Chief Executive Office



Exhibit 31.2

CERTIFICATION

I, Rob Krolik, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of Yelp Inc.;

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

c) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an Annual Repod] ttas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

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

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

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

Date: October 29, 2013

/s/ Rob Krolik

Rob Krolik
Chief Financial Officel



Exhibit 32.1

CERTIFICATION

Pursuant to the requirement set forth in Rule 18@)lof the Securities Exchange Act of 1934, asrated (the “Exchange Act”), and
Section 1350 of Chapter 63 of Title 18 of the Unig&tates Code (18 U.S.C. § 1350), Jeremy Stoppel@tzaf Executive Officer of Yelp Inc.
(the “Company”), and Rob Krolik, Chief Financialfi@er of the Company, each hereby certifies thmthe best of his knowledge:

1. The Company’s Quarterly Report on Form 10-Q forghaod ended September 30, 2013, to which thisifiéation is attached as
Exhibit 32.1 (the “Quarterly Report”), fully compb with the requirements of Section 13(a) or Sactf(d) of the Exchange Act;
and

2. The information contained in the Quarterly Repaitly presents, in all material respects, the faialhcondition and results of
operations of the Compar

In Witness Whereof, the undersigned have set tHeaids hereto as of the 29th day of October, 2013.

/sl Jeremy Stoppelman /s/ Rob Krolik
Jeremy Stoppelme Rob Krolik
Chief Executive Office Chief Financial Officel

This certification accompanies the Quarterly ReporEorm 10-Q to which it relates, is not deeméstifivith the Securities and Exchange
Commission and is not to be incorporated by refegénto any filing of Yelp Inc. under the Secumti&ct of 1933, as amended, or the
Securities Exchange Act of 1934, as amended (whathde before or after the date of the QuarteriydReon Form 10-Q), irrespective of any
general incorporation language contained in sutyfi



