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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 30, December 31,
2014 2013

Current assets:

Short-term marketable securities 73,527

Prepaid expenses and other current assets 9,48¢ 5,752

Long-term marketable securities 53,62: —

Goodwill 55,80¢ 59,69(

Restricted cash 12,98¢ 3,247

Total assets $ 577,39¢ $ 515,97"

Current liabilities:

Accrued liabilities 27,41°¢ 19,00

Total current liabilities 31,78¢ 24,98¢

Total liabilities 38,77¢ 29,49¢

Stockholders’ equity

Additional paid-in capital 607,01: 553,75!

Accumulated deficit (66,717) (70,45¢)




Total liabilities and stockholders’ equity $ 577,39 $ 515,97

See notes to condensed consolidated financiahstates.
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YELP INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

(Unaudited)

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

Income (loss) from operations
Other income (expense), net

Income (loss) before income taxes
Benefit (provision) for income taxes

Net income (loss) attributable to common stockhi
(Class A and B)

Net income (loss) per share attributable to com

stockholders (Class A and Class B)
Basic

Diluted
Weighted-average shares used to compute net inlos® per share

attributable to common stockholders (Class A aras€B)
Basic

Diluted

Three Months Ended

Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
$ 10245 $ 61,18 $ 267,64 % 162,33
6,17¢ 4,27 17,09¢ 11,63t
54,55; 34,12¢ 147,47( 93,12
17,397 11,20¢ 46,10t 26,44
15,18¢ 10,53¢ 41,61 29,447
4,60¢ 2,81¢ 12,29¢ 7,931
— — — 67¢
97,91: 62,96: 264,58 169,25:
4,544 (1,789 3,067 (6,915
20C (31 18¢ (29¢)
4,744 (1,817 3,25( (7,219
(1,109 (510 49t (78€)
$ 3631 $§ (2,329 $ 3,74 $ (7,999
$ 0.0t $ (0.0 $ 0.0t $ (0.12)
$ 0.0t $ (0.09 $ 0.0t $ (0.12)
72,19¢ 65,53( 71,691 64,62(
77,29¢ 65,53( 76,73: 64,62(

See notes to condensed consolidated financiahsémits.
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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,

2014 2013 2014 2013

Net income (loss $ 3,630 $ (232) $ 3,74 $ (7,99)
Other comprehensive income (loss):

Foreign currency translation adjustments (4,44)) 2,33 (4,869 1,33¢
Other comprehensive income (loss) (4,442 2,33¢ (4,869 1,33¢
Comprehensive income (l0ss) $ (809 % 1  $ (1,119 $ (6,66))

See notes to condensed consolidated financiahsémiis.
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YELP INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net incotasg) to net cash provided by
operating activities:
Depreciation and amortization
Provision for doubtful accosiaind sales returns
Stock-based compensation
(Gain) loss on disposal ofedassind website development costs
Premium amortization, net,securities held-to-maturity
Excess tax benefit from shiaased award activity
Changes in operating assetdiabhilities:
Accounts receivable
Prepaid expenses ahdraissets
Accounts payable ancraed expenses
Deferred revenue

Net cash prowid®y operating activities

INVESTING ACTIVITIES:
Acquisition of SeatMe, net of cash acquired
Purchases of property, equipment and soéwar
Capitalized website and software developniests
Change in restricted cash
Purchases of intangibles
Proceeds from sale of property and equipment
Goodwill measurement period adjustment
Purchases of marketable securities
Maturities of marketable securities

Net cash usedhiresting activities

FINANCING ACTIVITIES:
Proceeds from exercise of employee stocionpt
Proceeds from issuance of common stock faplByee Stock Purchase Plan
Excess tax benefit from share-based awaidtsc
Repurchase of common stock

Net cash provided by financing activiti

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS

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

Nine Months Ended September 3(

2014

$ 3,74¢

12,29¢
3,89«
30,45
)

217
(899)

(13,77)
(7,339)
10,89¢

(459)

39,03¢

(12,749
(7,969
(9,756)
(1,339

14

(148,359

21,00(

(159,14

17,31¢
4,08
89¢

(1,03

21,267

(356)

(99,197
389,76

$ 290,56

$

2013

(7,999

7,931
2,17¢
17,88¢
18¢

(7,557
(3,020
3,17¢

(680)

12,10¢

(15,48)

9,70z

(36€)

9,334

$

6,09(
95,12/

101,21



Cash paid for income taxes, net of refunds $ 48€ $ 11€

Purchases of property and equipment recardadcounts payable and
accruals $ 2,16( $ 3,87¢

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 Septen3p@004. Except where specifically noted or thetert otherwise requires, the ust
terms such as the “Company” and “Yelp“"these Notes to Condensed Consolidated FinaBtaééments refers to Yelp Inc. and its subsidie

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

Basis of Presentation

The accompanying interim condensed consolidateahfiial statements are unaudited. These unauditednmcondensed consolida
financial statements have been prepared in accoedaith accounting principles generally acceptethamUnited States of America (“GAAP”
and applicable rules and regulations of the U.Sufes and Exchange Commission (“SE@&parding interim financial reporting. Cert
information and note disclosures normally includedhe financial statements prepared in accordavite GAAP have been condensec
omitted pursuant to such rules and regulationsofdingly, these unaudited interim condensed codat#d financial statements should be
in conjunction with the consolidated financial staents contained in the Company’s Annual ReporfForm 10K filed with the SEC o
March 3, 2014 (the “Annual Report"The unaudited condensed consolidated balance aslkeet December 31, 2013 included herein
derived from the audited consolidated financiatesteents as of that date but does not include atllaures required by GAAP, includ
certain notes to the financial statements.

The unaudited interim condensed consolidated filhratatements have been prepared on the same dmgdlse audited consolida
financial statements and, in the opinion of manag#mnclude all adjustments of a normal recurmadgure necessary for the fair present:
of the interim periods presented.

Significant Accounting Policies

The Company determines the classification of itskai@ble securities at the time of purchase aneveduates these determinations at
balance sheet date. Debt securities are classifidteld-tomaturity when the Company has the positive intent ability to hold the securiti
to maturity. Held-to-maturity securities are stateid amortized cost and are periodically assessedotier-thaniemporary impairmer
Amortized cost of debt securities is adjusted fmogtization of premiums and accretion of discoumotsnaturity, and is included in inter
income. Held-to-maturity securities with less thame year to maturity are included in short-term katable securities. All other held-to-
maturity securities are classified as long-term.

There have been no other material changes to timep&ay’s significant accounting policies, as comparedhi gignificant accountir
policies described in the Annual Report.

Recent Accounting Pronouncements Not Yet Effective

In May 2014, the Financial Accounting Standards loasued Accounting Standards Update 2014-0Bgtenue from Contracts w
Customers (“ASU 2014-09"), which amended the existing acnting standards for revenue recognition. ASU 20%4establishes principl
for recognizing revenue upon the transfer of preahigoods or services to customers, in an amouhtefiacts the consideration expected t
received in exchange for those goods or services.updated standard will replace most existing GA&renue recognition guidance whe
becomes effective, and permits the use of eitherréitrospective or cumulative effect transition moett Early adoption of this account
standard is not permitted. ASU 2009-will become effective for the Company in thesfiquarter of the year ending December 31, 201@
Company has not yet selected a transition methddsaourrently evaluating the effect that ASU 2@3will have on its consolidated financ
statements and related disclosures.

In August 2014, the Financial Accounting StandaBasrd issued Accounting Standards Update 2014-1BreSentation of Financi
Statements — Going Concern (Subtopic 205-40Jhe new guidance addresses managermeamisponsibility to evaluate whether ther
substantial doubt about an entity’s ability to douné as a going concern and to provide relatechfiietdisclosures. Managemengévaluatio
should be based on relevant conditions and evlatsate known and reasonably knowable at the Hatetlte financial statements are iss
The standard will be effective for the first intarperiod within annual reporting periods beginnaitpr December 15, 2016. Early adoptic
permitted. The Company does not expect to earlpttthis guidance and does not believe that thetaatopf this guidance will have a mate
impact on its consolidated financial statements.
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Principles of Consolidation

These unaudited interim condensed consolidatedhdiah statements include the accounts of the Compamd its whollyewnec
subsidiaries. All intercompany accounts and trati@as have been eliminated in consolidation.

Use of Estimates

The preparation of the Compasyunaudited interim condensed consolidated finarst@tements in conformity with GAAP requi
management to make estimates and assumptionsffinettthe reported amounts of assets and liakslisied disclosure of contingent assets
liabilities at the date of the condensed consadiddinancial statements and the reported amounitscofme and expenses during the repo
period. These estimates are based on informatiaitaée as of the date of the unaudited interimdemsed consolidated financial statem
therefore, actual results could differ from managetis estimates.

2. FAIR VALUE OF FINANCIAL INSTRUMENTS

The Companys investments in money market accounts are reccatiéair value in the condensed consolidated balaeets. All othi
financial instruments are classified as heldraturity investments and accordingly are recordeansortized cost; however, the Compar
required to determine the fair value of these itmesits on a recurring basis to identify any potdnthpairment. The accounting guidance
fair value measurements prioritizes the inputs usedeasuring fair value in the following hierarchy

Level 1—Observable inputs, such as quoted prices in aotakets,
Level 2—Inputs other than the quoted prices in active re@rkhat are observable directly or indirectly, 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 obsérvalarket data, when available, and to minimizeube of unobservable inputs wl
determining fair value. The Compasyhoney market funds and U.S. government bondslassified within Level 1 of the fair value hierhy
because they are valued using quoted prices ineaatiarkets. The Comparsy'commercial paper, corporate bonds and agencysban
classified within Level 2 of the fair value hieraycbecause they have been valued using inputs titharquoted prices in active markets
are observable directly or indirectly.

The following table represents the Companfihancial instruments measured at fair valuef&&eptember 30, 2014 and December 31,
(in thousands):

September 30, 2014 December 31, 2013
Level 1 Level 2 Level 2 Total Level 1 Level 2 Level 3 Total
Money market fundsg, $ 23849 $ — $ — $ 23849 $ 36069 $ — $ — $ 360,69
U.S. government bonds 5,01(C — — 5,01C — — — —
Commercial paper — 31,99 — 31,99 — — — —
Corporate bonds — 24,48( — 24,48( — — — —
Agency bonds — 65,61¢ — 65,61¢ — — — —
Total $ 243,50¢ $122,09: $ — $ 36560 $ 36069 $ — $ — $ 360,69

(1) Included in cash and cash equivalents on the caedieconsolidated balance she
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3. MARKETABLE SECURITIES

The amortized cost, gross unrealized gains ane$ossd fair value of securities heldrturity, all of which mature within two years,

of September 30, 2014 are as follows (in thousands)

Shortterm marketable securities
Commercial paper
Corporate bonds
Agency bonds

Long-term marketable securities
Corporate bonds
Agency bonds
U.S. government bonds

Total marketable securities

As of September 30, 2014

Gross Gross
Unrealized  Unrealized

Amortized Cost Gains Losses Fair Value
$ 31,99¢ % — % — $ 31,99
14,43¢ — (18) 14,41¢

27,097 1 3 27,09t

$ 73,527 $ 1 $ 1) $ 73,507
$ 10,05¢: $ 10 $ @ % 10,06:
38,56( 1 (39) 38,52

5,00¢ 2 — 5,01(C

$ 53,62 $ 13 $ B9 ¢ 53,59¢
$ 127,14¢ $ 14 $ 6) $ 127,10

The following table presents gross unrealized lossed fair values for those securities that werannunrealized loss position as
September 30, 2014, aggregated by investment agtegal the length of time that the individual sétes have been in a continuous |

position (in thousands):

As of September 30, 2014

Less Than 12 Months

12 Months or Greater

Total

Fair Value Unrealized Loss  Fair Value Unrealized Loss  Fair Value Unrealized Loss
Corporate bonds $ 17,457 $ 19 s —  $ — $ 1745 % (19
Agency bonds 46,53¢ (41) — — 46,53« (47)
Total $ 6398 $ € $ —  $ — $ 6398 $ (€)
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The Company periodically reviews its investmentiodio for other-thantemporary impairment. The Company considers suctofa as th
duration, severity and reason for the decline ilueaand the potential recovery period. The Compalsg considers whether it is more lik
than not that it will be required to sell the sétieis before recovery of their amortized cost hamisl whether the amortized cost basis canr
recovered as a result of credit losses. Duringhihee and nine months ended September 30, 2014 ahmany did not recognize any other
thantemporary impairment loss. The Company had no invests in marketable securities outside of moneykataunds prior to April
2014.

4. ACQUISITIONS
SeatMe, Inc.

On July 24, 2013, the Company acquired SeatMe, (I'SzatMe”).In connection with the acquisition, all of the dataling capital stoc
and options to purchase capital stock of SeatMewenverted into the right to receive an aggreghtpproximately $2.2 million in cash &
260,901 shares of Yelp Class A common stock wittaggregate fair value of approximately $9.7 millias determined on the basis of
closing market price of the CompasyClass A common stock on the acquisition dateth@ftotal consideration paid in connection with
acquisition, $0.1 million in cash and 31,236 shasé¥elp Class A common stock were initially held éscrow to secure indemnificat
obligations. The key factor underlying the acqiositwas securing the technology to provide onlieservations directly through 1
Company’s website with minimal product and engimegwork.

The acquisition was accounted for as a businesbioation in accordance with Accounting Standardsdliftmation Topic 805, “Busines
Combinations’ (“ASC 805"), with the results of SeatMe’s opemats included in the Comparsytonsolidated financial statements startin
July 24, 2013. The following table summarizes thesideration paid for SeatMe and the allocatiothefpurchase price, based on the estin
fair value of the assets acquired and liabilitissusned at the acquisition date (in thousands):

July 24, 201:
Fair value of purchase consideration:
Cash:
Distributed to SeatMe equity holders $ 2,05
Held in escrow account 56
Class A common stock:
Distributed to SeatMe equity holders 8,42(
Held in escrow account 1,24¢
Total purchase consideration $ 11,77¢
Fair value of net assets acquired:
Cash and cash equivalents $ 56
Property and equipment 47
Intangibles 1,44(
Goodwill 10,27¢
Other assets 117
Total assets acquired 11,93¢
Total liabilities assumed 16C
Net assets acquired $ 11,77¢
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Estimated useful lives of the intangible assetsimed are shown below:

Intangible Type Useful Life
Developed technology 6 years
Customer relationships 2 years
Trade name 2 years
Weighted average 5.6 years

The intangible assets are being amortized on gbtrine basis, which reflects the pattern in which ¢eenomic benefits of the intangi
assets are being utilized. The goodwill resultsnfithe Company’s opportunity to offer its customansl leverage the SeatMe web- and ap
based reservation solution. None of the goodwilléductible for tax purposes.

Net revenues, earnings since the acquisition andgoma results of operations for this acquisititave not been presented because the
not material to the consolidated results of operetj either individually or in aggregate.

Qype GmbH

On October 23, 2012, the Company, through its wholined subsidiary, Yelp Ireland Ltd., completed &lequisition of all the outstandi
equity interests of Qype GmbH and its subsidiafaeslectively, “Qype”)for approximately $24.3 million in cash and Yelpa& A comma
stock with an approximate fair value of $23.3 mifli Of the total consideration paid in connectidthwhe acquisition, $10.3 million was h
in the form of cash in escrow to secure indemniiicaobligations. The balance remaining in the escfund relating to this acquisition w
approximately $8.8 million as of September 30, 20lHe acquisition was accounted for as a businesmination in accordance with A!
805, with the results of Qype’s operations includethe Company consolidated financial statements starting orokt 23, 2012. The k
factors underlying the acquisition were to secureestablished European market presence, obtain’@woatent and traffic and provide
company with a better opportunity for expansion.

In October 2012, following the acquisition of Qyplee Company announced its plan to reduce theofittee Qype workforce and termin
several of Qype’'s leases. These actions were madwder to reduce the Compagytost structure, enhance operating efficiencied
strengthen the Company’s business to achieve temy-profitable growth. As a result of this plane tCompany incurred restructuring cha
during the fourth quarter of 2012 and the firsteraof 2013, which were included in the restruictgrand integration costs in the consolidi
statements of operations for such periods. The @ampecorded restructuring charges of $1.9 millibrough December 31, 2013. °
remaining restructuring liability was zero as op&nber 30, 2014 and was immaterial as of Dece®ibe2013.

5. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of September 30,&2@1Becember 31, 2013 consist of the followingHiousands):

September 3C  December 31

2014 2013
Cash and cash equivalents
Cash $ 52,06¢ $ 29,07
Money market funds 238,49¢ 360,69(
Total cash and cash equivalents $ 290,56° $ 389,76«

In addition, the lease agreements for certain ®Gbmpanys offices require the Company to maintain lettdrsredit issued to landlords
each facility. Each letter of credit is subjectrémewal annually until the applicable lease expied is collateralized by restricted cash. A
September 30, 2014 and December 31, 2013, the Gomiped restricted cash in the aggregate amountl®f0$million and $3.2 millio
respectively, related to such letters of credit.

6. PROPERTY, EQUIPMENT AND SOFTWARE, NET

Property, equipment and software, net as of Sepgey 2014 and December 31, 2013 consist of fh@xfimg (in thousands):

September 30  December 31

2014 2013
Computer equipment $ 17,18: $ 13,34¢
Software 63¢ 541




Furniture and fixtures 5,56¢ 4,38¢

Telecommunication 2,58:

|

Less accumulated depreciation (26,89)

|
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Depreciation expense for the three months endedef®éer 30, 2014 and 2013 was approximately $3.Tiomiland $1.9 millior
respectively, and for the nine months ended SepterBb, 2014 and 2013, depreciation expense waospmtely $9.6 million and $5

million, respectively.

7. GOODWILL AND INTANGIBLE ASSETS

The Companys goodwill is the result of the acquisition of Qype October 23, 2012 and the acquisition of Seathiduly 24, 2013, al

represents the excess of purchase consideratiorte/éir value of assets and liabilities acquired

The changes in the carrying amount of goodwill dlgithe nine months ended September 30, 2014 wdodi@ss (in thousands):

Balance as of December 31, 2013 $ 59,69(
Effect of currency translation (3,889
Balance as of September 30, 2014 $ 5580
Intangible assets at September 30, 2014 and Deec&hp2013 consist of the following (dollars in tsands):
Weighted
Gross Net Average
Carryinc  Accumulatec  Carryinc  Remaining
Amount  Amortization ~ Amount Life
September 30, 2014:
Content $ 3,221 % 1,24) $ 1,97: 3.1 years
Advertiser relationships 1,93¢ (1,875 61 0.1 years
Developed technology 1,80¢ (749) 1,05¢ 4.7 years
Data licenses 1,33t (27) 1,30¢ 4.9 years
Trade name and other 521 (452) 69 0.7 years
Domains 25C (279 71 3.6 years
$ 9,07 % (4,53) $ 4,541
Weighted
Gross Net Average
Carryinc  Accumulatec  Carrying  Remaining
Amount  Amortization ~ Amount Life
December 31, 2013:
Content $ 3,41 % (811) $ 2,60z 3.8years
Advertiser relationships 2,04t (1,21) 831 2.0 years
Developed technology 1,851 (422) 1,42¢ 4.8 years
Trade name and other 55 (27€) 271 1.1 years
Domains 25C (159 96 3.9 years

$ 8112 $ (2.87) $ 5,23

Amortization expense was $0.6 million for eachtwf three months ended September 30, 2014 and 20d31.9 million and $1.6 millic

for the nine months ended September 30, 2014 ah8, 28spectively.

As of September 30, 2014, the estimated future fimation of purchased intangible assets for (i) thmaining three months of 2014,

each of the succeeding four years and (iii) theseding fifth year and thereafter are as followdtfousands):

Year Ending December 31, Amount
2014 (from October 1, 2014) $ 37¢
2015 1,10¢
2016 1,06¢

2017 942



2019 and thereafter 624
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8. ACCRUED LIABILITIES

Accrued liabilities as of September 30, 2014 anddbeber 31, 2013 consist of the following (in thowds):

September 3C  December 31

2014 2013

Accrued employee related expenses $ 4,19: $ 1,78¢
Accrued vacation 4,60¢ 2,95(
Accrued commissions 4,65 3,701
Accrued sales and marketing 1,93: 117
Accrued payroll tax 1,81« 1,50¢
Fixed asset purchase commitments 1,73 2,24
Deferred rent 1,44 29¢
Accrued legal 1,19¢ 65€
Accrued taxes 1,04¢ 1,831
Merchant revenue share liability 96¢ 932
Other accrued expenses 3,82¢ 2,96¢

Total $ 27,41 % 19,00«

9. OTHER INCOME (EXPENSE), NET

Other income (expense), net for the three and mioieths ended September 30, 2014 and 2013 consisis fwllowing (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Interest income $ 22z % 11 45¢ % 41
Transaction gain (loss) on foreign exchange 98 50 (79 (179
Other non-operating income (loss), net (120 (92 (196 (16€)
Other income (expense), net $ 200§ (3) 18 % (29)

10. COMMITMENTS AND CONTINGENCIES

Office Facility Leases— The Company leases its office facilities under afirg lease agreements that expire from Novemb#4d 2¢
April 2025. Certain lease agreements provide fatalpayments on a graduated basis. The Compaongmees rent expense on a straikje-
basis over the lease period. Rental expense wé&sriilion and $2.3 million for the three months eddSeptember 30, 2014 and 2(
respectively, and was $10.8 million and $5.5 millfor the nine months ended September 30, 201£2@h8, respectively.

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

11
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In February and March 2010, the Company was suédarputative class actions on behalf of local basses asserting various caust
action based on claims that the Company manipuldiedatings and reviews on its platform to codomal businesses to buy its advertis
products. These cases were subsequently consadlidaten action asserting claims for violation oé t@alifornia Business and Professi
Code, extortion and attempted extortion based enctinduct the plaintiffs allege and seeking momyetalief in an unspecified amount ¢
injunctive relief. In October 2011, the court dissed this consolidated action with prejudice. Thenfffs appealed to the U.S. Court
Appeals for the Ninth Circuit, which affirmed thésihissal of the consolidated action on Septemb@024. The plaintiffs have petitioned
Ninth Circuit for a rehearing. Accordingly, the Cpemy is currently unable to reasonably estimateeeithe probability of incurring a loss or
estimated range of such loss, if any, from thiseahp

In March 2011, the Company was sued in an actiohadalf of certain current and former employeegisg) claims for violations of ti
federal Fair Labor Standards Act, the CaliforniddaCode and the California Business and Professitode seeking monetary relief in
unspecified amount. In December 2012, the coudeidsa judgment giving final approval to a settletm@rthis matter, without any admiss
of liability on the Companyg part, for payments by the Company in an aggregateunt of approximately $0.8 million. The Compdrac
originally accrued for a settlement of approximgat®l.3 million in the year ended December 31, 20k& accrual was adjusted in the qui:
ended December 31, 2012 for the final settlememtuenty which was paid in the first quarter of 2013.

On August 6, 2014, a putative class action lawallgétging violations of federal securities laws wided in the U.S. District Court for tl
Northern District of California, naming as defenttathe Company and certain of the Com('s officers. An additional lawsuit containi
similar claims was filed in the same court on Augs, 2014. The lawsuits allege violations of thec@ities Exchange Act of 1934,
amended, by the Company and the Companfificers for making allegedly materially falsedamisleading statements regarding the Comp
business and operations between October 29, 2@l 3@l 3, 2014. The plaintiffs seek unspecifiedmatary damages and other relief.

Indemnification Agreements— In the ordinary course of business, the Company prayide indemnifications of varying scope and tg
to customers, vendors, lessors, business partndrether parties with respect to certain mattexsduding, but not limited to, losses arising
of breach of such agreements, services to be mdvly the Company or from intellectual propertyimjement claims made by third part
In addition, the Company has entered into inderoaifon agreements with directors and certain offiGd employees that will require
Company, among other things, to indemnify them ragjacertain liabilities that may arise by reasonttadir status or service as direct
officers or employees.

While the outcome of these matters cannot be pietliwith certainty, the Company does not beliewa the outcome of any claims un
indemnification arrangements will have a materfide on the Company’s business, financial positi@sults of operations or cash flows.

11. STOCKHOLDERS' EQUITY
Follow-on Offering

In October 2013, the Company closed a folloveffering of 4,312,500 shares of its Class A camratock (inclusive of 562,500 share
Class A common stock from the full exercise of tiption to purchase additional shares granted tatiierwriters). The public offering pri
of the shares sold in the offering was $67.00 pares The total gross proceeds from the offerintheoCompany were $288.9 million. Af
deducting underwriting discounts and commissiors @ffering expenses payable by the Company, theeggte net proceeds received by
Company totaled approximately $276.5 million.

The following table presents the shares authorg@etissued and outstanding as of the periods pgezken

September 30, 2014 December 31, 2013
Shares Shares
Shares Issued and Shares Issued and

Authorized  Outstanding  Authorized  Outstanding

Stockholders’ equity:

Class A common stock, $0.000001 par value 200,000,00 62,447,65 200,000,00 59,163,13
Class B common stock, $0.000001 par value 100,000,00 10,030,03  100,000,00 11,711,35
Common stock, $0.000001 par value 200,000,00 — 200,000,00 —
Undesignated Preferred Stock 10,000,00 — 10,000,00 —

Equity Incentive Plans

The Company has outstanding awards under thre¢yegoentive plans: the Amended and Restated 2@fibt§ Incentive Plan (the200t
Plan”), the 2011 Equity Incentive Plan (the “201&rP) and the 2012 Equity Incentive Plan, as amdndee “2012 Plan”)In July 2011, th
Company terminated the 2005 Plan and providednbdurther stock awards were to be granted unde2605 Plan. All outstanding stc
awards under the 2005 Plan continue to be govedipdleir existing terms. Upon the effectivenesthefunderwriting agreement in connec



with the Company’s initial public offering (“IPO”gll shares that were reserved under the 2011 Rlandi issued were assumed by
2012 Plan. No further awards will be granted punsua the 2011 Plan. All outstanding stock awarddar the 2011 Plan continue to
governed by their existing terms. Under the 20khPihe Company has the ability to issue incerdteek options, nomstatutory stock option
stock appreciation rights, restricted stock uni®SUs"), restricted stock awards (“RSAsDerformance units and performance sh
Additionally, the 2012 Plan provides for the grahperformance cash awards to employees, direatmsconsultants.

12




Table of Contents
Stock Options

Stock options granted under the 2012 Plan are gglaatta price per share not less than the faievatidate of grant. Options granted to
generally vest either over a foyear period with 25% vesting at the end of one yaat the remaining vesting monthly thereafter, werc
four-year period with 10% vesting over the first yedi%®@vesting over the second year, 30% vesting dwethird year and 40% vesting o
the fourth year. Options granted generally are @sable for up to 10 years. A summary of stock aptactivity for the nine months enc
September 30, 2014, is as follows:

Options Outstanding

Weighted-
Average
Weighted-  Remaining Aggregate
Average  Contractual Intrinsic
Number of Exercise Term (in Value
Shares Price years) (in thousands
Outstanding — January 1, 2014 11,101,16 $ 18.2¢ 817 $ 562,85!
Granted 130,92! 80.67
Exercised (1,421,01) 12.12
Canceled (509,949 34.0¢
Outstanding — September 30, 2014 9,301,122 $ 19.21 75C $ 457,42
Options vested and expected to vest as of Septedth@014 8,919,24. $  18.7¢ 7.4 $ 442 ,34(
Options vested and exercisable as of Septemb&03@, 4,324,790 $  12.3¢ 6.8 $ 241,83

Aggregate intrinsic value represents the differelnesveen the closing price of the Companglass A common stock on the New Y
Stock Exchange on September 30, 2014 of $68.25t@mexercise price of outstanding, in-timeney options. The total intrinsic value
options exercised was approximately $29.4 milliod $30.7 million for the three months ended Septm30, 2014 and 2013, respectiv
and $96.7 million and $65.5 million for the nine mtlos ended September 30, 2014 and 2013, respgctived weightedaverage grant date f
value of options granted was $45.53 and $30.36bpare for the three months ended September 30, &1 2013, respectively, and $4<
and $15.86 per share for the nine months endec:®@épr 30, 2014 and 2013, respectively.

As of September 30, 2014, total unrecognized cosgtean costs, adjusted for estimated forfeiturelgted to unvested stock options
approximately $59.2 million, which is expected ®recognized over a weighted-average time peridii¥ years.

RSUs and RSAs

The cost of RSUs and RSAs are determined usindaihevalue of the Compang’common stock on the date of grant. RSUs and
generally vest either over a foyear period with 25% vesting at the end of one & the remaining vesting quarterly or annualbréafter
or over a fouryear period with 10% vesting over the first yedd%®2vesting over the second year, 30% vesting dwerthird year and 40
vesting over the fourth year.

A summary of RSU and RSA activity for the nine nitménded September 30, 2014 is as follows:

Restricted Stock Units Restricted Stock Awards
Weighted-

Average Weighted-

Grant Average Grant
Number of Date Fair Number Date Fair
Shares Value of Shares Value

Unvested—January 1, 2014 443,60 $ 44.6¢ 7347C $ 9.41
Granted 563,73 75.6¢ — —
Released (58,597 40.0¢ (28,43%) 9.11
Canceled (75,799 58.02 — —
Unvested—September 30, 2014 872,95( % 63.8- 4503 % 9.6(
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As of September 30, 2014, the Company had appraglyn&48.1 million of unrecognized stotiased compensation expense, nt
estimated forfeitures, related to RSUs and RSAs;hwill be recognized over the remaining weightagtrage vesting period of approxima
3.36 years.

Employee Stock Purchase Plan

Concurrent with the effectiveness of the undermgitagreement in connection with the IPO on Marct2@12, the Companyg’ 201:
Employee Stock Purchase Plan (the “ESPP”) becafaetiwke. The ESPP allows eligible employees to pase shares of the Compasiflas
A common stock at a discount through payroll deidnst of up to 15% of their eligible compensationbject to any plan limitations duri
designated offering periods. At the end of eacleraffy period, employees are able to purchase slaar@s% of the lower of the fair mar
value of the Compang’Class A common stock on the first trading dayhef offering period or on the last day of the affgrperiod. Ther
were 133,905 shares purchased by employees ureld&SRP at a weightedrerage purchase price of $30.52 per share fonitihee month
ended September 30, 2014, and there were no shaneisased by employees under the ESPP for the thoe¢hs ended September 30, 2!
There were no shares purchased by employees unedeESPP for the three and nine months ended Septedih 2013. The Compa
recognized $1.3 million and $0.3 million of stoblised compensation related to the ESPP durindhthe months ended September 30, :
and 2013, respectively, and $3.5 million and $0ilBon for the nine months ended September 30, 281d 2013, respectively.

Stock-Based Compensation

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

Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Cost of revenue $ 25¢ % 104 $ 522 $ 281
Sales and marketing 3,88: 2,66( 11,00¢ 6,93(
Product development 3,83t 1,70¢ 10,33: 3,56¢
General and administrative 2,94 2,54; 8,59¢ 6,557
Restructuring and integration — — — 55¢
Total stock-based compensation $ 1091 $ 7,01t $ 3045 $ 17,88¢

During the three and nine months ended Septemhe2@3, the Company recognized zero and $0.6 millibstockbased compensatic
respectively, related to the acceleration of vestit RSUs associated with the Qype restructuriran mlescribed in Note 4. The Comp
capitalized stoclbased compensation as website development co$8. Dfmillion and $0.2 million in the three monthsded September &
2014 and 2013, respectively, and $1.6 million add $nillion in the nine months ended Septembe28@4 and 2013, respectively.

12. NET INCOME (LOSS) PER SHARE

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

Basic net income per share is computed using thightezlaverage number of shares of common stock outstgrdiiming the perio
Diluted net income per share is computed usingatbightedaverage number of shares of common stock and|ufivd, potential shares
common stock outstanding during the period. The @amy’s potential shares of common stock consist of tiseemental shares of comn
stock issuable upon the exercise of stock optiand,to a lesser extent, shares issuable upon gtegef RSUs, RSAs, and purchases re
to the ESPP. The dilutive effect of these poterdiw@res of common stock is reflected in dilutechiegys per share by application of the trea
stock method. The computation of the diluted nebme per share of Class A common stock assumesthiversion of Class B common stc
while the diluted net income per share of Clas®Bimon stock does not assume the conversion of Blassnmon stock.
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The undistributed earnings are allocated basedercontractual participation rights of the Classad Class B common stock as if
earnings for the year have been distributed. Adlithedation and dividend rights are identical, tlwedistributed earnings are allocated ¢
proportionate basis. Further, as the conversioBlags B common stock is assumed in the computafidhe diluted net income per share
Class A common stock, the undistributed earningsegqual to net income for that computation.

The following table presents the calculation ofibasd diluted net income (loss) per share (in saoals, except per share data):

Three Months Ended September 30,
2014 2013
Class A Class B Class A Class B

Basic net income (loss) per share attributableotornon stockholders:

Numerator:
Allocation of undistributed earnings $ 3,12¢ $ 51z ¢ (1,629 $ (699)
Denominator:
Weighted-average shares outstanding 62,03¢ 10,15¢ 45,80: 19,72¢
Basic net income (loss) per share attributableotornon stockholders $ 0.0t $ 0.0t $ (0.0 $ (0.0

Diluted net income (loss) per share attributabledimmon stockholders:

Numerator:
Allocation of undistributed earnirfgs basic computation $ 3,125 $ 512 ¢ (1,629 $ (699)
Reallocation of undistributed earsirag a result of
conversion of Class B to Class A ehar 512 — — —
Reallocation of undistributed earrsiig Class B shares — 98 — —

Allocation of distributed earnings $ 3,637 $ 61C $ (1,627 $ (699)

Denominator:
Number of shares used in basic catmn 62,03¢ 10,15¢ 45,80: 19,72¢
Weighted-average effect of dilutiweegrities
Conversion of ClassoBxlass A common

shares outstanding 10,15¢ — — —
Stock options 4,70z 2,761 — —
Other dilutive secledi 39¢ 40 — —
Number of shameed in diluted calculation 77,29 12,96 45,80 19,72

Diluted net income (loss) phare attributable to
common stockholders $ 0.0t $ 0.0t $ (0.04) $ (0.09)
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Nine Months Ended September 30,
2014 2013
Class A Class B Class A Class B

Basic net income (loss) per share attributableotoroon stockholders:

Numerator:
Allocation of undistributed earnings $ 3,19C $ 55E $ (4,419 $ (3,585
Denominator:
Weighted-average common shares ouisig 61,06¢ 10,62¢ 35,65¢ 28,96
Basic net income (loss) per share attributableotoronon stockholders $ 0.0t $ 0.0t $ (0.12) $ (0.1

Diluted net income (loss) per share attributabledimmon stockholders:

Numerator:
Allocation of undistributed earnirfgs basic computation $ 3,19C $ 55t $ (4,419 $ (3,585
Reallocation of undistributed earrsirag a result of conversion of
Class B to Class A shares 55E — — —
Reallocation of undistributed earrsirig Class B shares — 10C — —
Allocation of undistuted earnings $ 3,74 $ 655 $ (4,419 $ (3,585

Denominator:
Number of shares used in basic catmn 61,06¢ 10,62¢ 35,65¢ 28,96«
Weighted-average effect of dilutiwesrities
Conversion of Class B to ClAssommon

shares outstanding 10,62¢ — — —
Stock options 4,62¢ 2,74¢ — —
Other dilutive securities 407 39 — —
Number of shares usediiuted calculation 76,73: 13,41« 35,65¢ 28,96¢

Diluted net income (loss) per shatelaitable to
common stockholders $ 0.0t $ 0.0t $ (0.12) $ (0.12)

The following weighted-average stoblsed instruments were excluded from the calculaifadiluted net income (loss) per share bec
their effect would have been anti-dilutive for {heriods presented (in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Stock options 10C 11,45t 70 11,45t
Restricted stock units — 36¢ — 36¢
Restricted stock awards — 88 — 88
Employee stock purchase plan — 54 — 54

13. INCOME TAXES

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

The Company recorded an income tax provision of $dillion and $0.5 million for the three months eddSeptember 30, 2014 and 2(
respectively, and an income tax benefit of $0.9iomland an income tax provision of $0.8 milliorr fthe nine months ended Septembel
2014 and 2013, respectively. The tax benefit fer tine months ended September 30, 2014 is duetgmiion of an income tax benefit
approximately $2.0 million related to the relea$eauation allowance on foreign net operating ésseffset by approximately $1.5 million
U.S. federal and state income taxes and foreigoniectaxes. The tax expense for the nine monthsdeGidptember 30, 2013 related to for
income taxes and state minimum taxes. The priméfgrence between the effective tax rate and tlier@l statutory tax rate relates to
valuation allowances on certain of the Companytsoperating losses, foreign tax rate differencesalsiand entertainment, and mibeductible
stoclk-based compensation exper



As of September 30, 2014, the total amount of gursscognized tax benefits was $2.0 million, $1i0ion of which is subject to a fi
valuation allowance and would not affect the Conypsueffective tax rate if recognized. Included in Hadance of unrecognized tax benefit
of September 30, 2014, is $1.0 million of tax bésethat, if recognized, would affect the effectitzx rate. As of September 30, 2014,
Company had an immaterial amount related to theuatof interest and penalties. During the nine therended September 30, 2014,
Company’s gross unrecognized tax benefits increage®0.2 million, $0.1 million of which would affethe Companys effective tax rate
recognized. The Company does not have any taxigosias of September 30, 2014 for which it is reabty possible that the total amoun
gross unrecognized tax benefits will significaritigrease or decrease within the next 12 months.

14. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to be awengs of the Company in which separate financifdrimation is available that
evaluated regularly by the Compasychief operating decision maker in deciding hovaltocate resources and in assessing performarne
chief operating decision maker for the Companyhis €hief Executive Officer. The Chief Executive iGéf reviews financial informatic
presented on a consolidated basis, accompaniedfdaynation about revenue by product line and gaagraregion for purposes of allocat
resources and evaluating financial performance.
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The Company has one business activity and there@gegment managers who are held accountablepfyations, operating results
plans for levels or components below the consaidainit level. Accordingly, the Company has deteedithat it has a single operating
reporting segment.

Revenue by geography is based on the billing addrethe customer. The following tables presentGbenpanys net revenue by prodi
line and long-lived assets by geographic regiortferperiods presented (in thousands):

Net Revenue

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Net revenue by produc

Local advertising $ 8513: $ 51,161 $ 226,010 $ 134,93
Brand advertising 9,31¢ 6,91( 25,82¢ 18,71
Other services 8,00¢ 3,10¢ 15,80¢ 8,69(
Total net revenue $ 102,45! $ 61,18 $ 267,64¢ $ 162,33

During the three and nine months ended Septemh&03@ and 2013, a substantial majority of the Camyfs revenue was generated in
United States. In addition, no individual custoraecounted for 10% or more of consolidated net regén either period.

Long-Lived Assets

September 3C  December 31

2014 2013
United States $ 4151¢ $ 29,18t¢
All Other Countries 4,17( 1,78¢
Total long-lived assets $ 45,68¢ $ 30,97:
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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 anslgEour financial condition and results of opecets in conjunction with our conden:
consolidated financial statements and related nafgsearing elsewhere in this Quarterly Report omrd.0-Q (the “Quarterly Report”).

Forward Looking Information

This Quarterly Report contains forwalabking statements that involve risks and uncetigegn as well as assumptions that, if they n
materialize or prove incorrect, could cause ouultsgo differ materially from those expressedrplied by such forwardboking statement
The statements contained in this Quarterly Refat &re not purely historical are forwdabking statements within the meaning of Sec
27A of the Securities Act of 1933, as amended ‘(@ezurities Act”),and Section 21E of the Securities Exchange Acto84]1as amended (i
“Exchange Act”). Forward-looking statements areenfidentified by the use of words such as, butindted to, “anticipate,” “believe,” “can,”
“continue,” “could,” “estimate,” “expect,” “intend,“look,” “may,” “might,” “plan,” “project,” “seek,” “should,” “strategy,” “target,” “will,”
“would” and similar expressions or variations irded to identify forwardeoking statements. These statements are baseledpetiefs an
assumptions of our management based on informatioently available to management. Such forwlanking statements are subject to ri
uncertainties and other important factors that @maluse actual results and the timing of certaentsvto differ materially from future rest
expressed or implied by such forwdoibking statements. Factors that could cause arriboite to such differences include, but are nwitkc
to, those identified below and those discussechéngection titled “Risk Factorshcluded under Part Il, Item 1A below. Furthermasact
forward{ooking statements speak only as of the date af thport. Except as required by law, we undertakeolligation to update a
forward-looking statements to reflect events otwinstances after the date of such statements.

Company Overview

Yelp connects people with great local businesses. Bers have contributed a total of approxima@#ys million cumulative reviews
almost every type of local business, from restasgtdyoutiqgues and salons to dentists, mechanigmtgrs and more. These reviews are wi
by people using Yelp to share their everyday Ideeiness experiences, giving voice to consumersanding “word of mouth”online. The
information these reviews provide is valuable fonsumers and businesses alike. Approximately 113@l#én unique visitors used our webs
on a monthly average basis during the quarter er8kmtember 30, 2014 according to Google Analyticqroduct that provides digi
marketing intelligence. Approximately 73.4 millienobile unique visitors used our mobile website and mobile application on a montl
average basis during the quarter ended Septembh&03@. Businesses of all sizes use our platforranigage with consumers at the crit
moment when they are deciding where to spend theiney. Our business revolves around three key ito@sties: the communities
contributors who write reviews, the consumers wdadrthem and the local businesses that they describ

Our success is primarily the result of significantestment in our communities, employees, conterand and technology. We expec
invest in features aimed at both attracting mongl, iacreasing the usage of, users and businesses ok to leverage our brand and bel
from accelerating network effect dynamics in ousg®g markets. In addition, we expect to investHar in product development to expand
platform by innovating and introducing new produttisour website and mobile applications. For exanpluring the nine months ent
September 30, 2014, we launched Yelp Reservat@nepl that allows businesses in the restaurantragictlife categories to take onli
reservations, launched automated mobile reviewskations and added the ability for consumers tosags business owners directly thra
Yelp.

We also plan to continue investing in additionaindstic and international markets. As of Septemi@er2®14, we are active Bl Yelp
markets in the United States and 66 Yelp markeésnationally. Our domestic expansion plans inclgdawth in our existing markets as v
as expansion into new markets, many of which arallemthan our current markets, as we look to edpanr breadth of coverag
Internationally, as we are in the early stagesstditdishing our footprint, we are targeting a mbboth large and small markets. For the
months ended September 30, 2014, revenue genénsgathtionally accounted for three percent of towal revenue.

While our core local advertising business in thatéth States has a significant and growing baseee¢nue, we have invested, and
continue to invest, in initiatives to enhance ownetization opportunities. In particular, we plancontinue to grow and develop adverti
and eeommerce products and partner arrangements thatdprincremental value to our advertisers and lassinpartners. In 2013,
introduced the Yelp Platform, which allows consusniertransact directly on Yelp through partnershifth third parties. Our current offerir
include the ability to complete food delivery trangons, book spa appointments, book hotel roords@serve wine tastings.

Our overall strategy is to invest for longrm growth. During the remainder of 2014, we expecontinue to invest heavily in our sales
marketing efforts to grow domestically and interoadlly, and to continue the integration of Seatle,, the web- and apipased reservatis
solution for restaurant and nightlife establishmnsethat we acquired in 2013 (“SeatMeAs of September 30, 2014, we had 2,639 emplo
which represents an increase of 46% compared te®ber 30, 2013.
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Critical Accounting Policies and Estimates

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

We believe that the assumptions and estimates iagstavith revenue recognition, website and inteus software development co
business combinations, income taxes and staded compensation have the greatest potentiattnopaour consolidated financial stateme
Therefore, we consider these to be our criticabanting policies and estimates.

There have been no material changes to our criticebunting policies and estimates as comparebeta@itical accounting policies a
estimates described in our Annual Report on ForaK I6r the year ended December 31, 2013.

Recent Accounting Pronouncements Not Yet Effective

In May 2014, the Financial Accounting Standards oasued Accounting Standards Update 2014-0Bgtenue from Contracts w
Customers (“ASU 2014-09"), which amended the existing acnting standards for revenue recognition. ASU 2094establishes principl
for recognizing revenue upon the transfer of prewhigoods or services to customers, in an amountafiacts the consideration expected t
received in exchange for those goods or services.updated standard will replace most existing GA&renue recognition guidance whe
becomes effective, and permits the use of eitherrétrospective or cumulative effect transition Imoet Early adoption of this account
standard is not permitted. ASU 2008-will become effective for us in the first quartd the year ending December 31, 2017. We havegel
selected a transition method and are currentlyuaiag the effect that ASU 20138 will have on our consolidated financial statetaeamn
related disclosures.

In August 2014, the Financial Accounting StandaBasrd issued Accounting Standards Update 2014-1BreSentation of Financi
Statements — Going Concern (Subtopic 205-40)he new guidance addresses managersamisponsibility to evaluate whether ther
substantial doubt about an entity’s ability to ¢oné as a going concern and to provide relatechfitetdisclosures. Managemengvaluatio
should be based on relevant conditions and evhatsate known and reasonably knowable at the Hatethe financial statements are iss
The standard will be effective for the first intarperiod within annual reporting periods beginnaitpr December 15, 2016. Early adoptic
permitted. We do not expect to early adopt thislgnce and do not believe that the adoption ofghidance will have a material impact on
consolidated financial statements.

Key Metrics

We regularly review a number of metrics, includihg following key metrics, to evaluate our busineseasure our performance, ider
trends in our business, prepare financial projesti@nd make strategic decisions.

e ReviewsNumber of reviews represents the cumulative nunabereviews submitted to Yelp since inception, astted periodend
including reviews that are not recommended or tlzate been removed from our platform. In additiorthe text of the review, ea
review includes a rating of one to five stars. Welude reviews that are not recommended and that haenremoved because all
them are either currently accessible on our platfor were accessible at some point in tipmyviding information that may be use
for users to evaluate businesses and individudwers. Because our automated recommendation geftveatinually reassesses wt
reviews to recommend based on new information;tlseommended” or “not recommendesfatus of reviews may change over ti
Reviews that are not recommended or that have fmeaved do not factor into a businessverall star rating. By clicking a link ol
reviewed business’s page on auebsite, users can access the reviews that areecotmmended for the business, as well as th
rating and otheiinformation about reviews that we removed for Jiola of our terms of service. As of September 3014
approximately 62.0 million reviews were availablelmsiness profile pages, including approximat&yd Imillion reviews that were r
recommended, after accounting for 4.6 million rexsehat had been removed from our platform, eithyeus for violation ofour term:
of service or by the users who contributed them.
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The following table presents the number of cumuateviews as of the dates presented:

As of September 3C

2014 2013
(in thousands)
Reviews 66,59: 47,32

e Unique Visitors.Unique visitors represent the average number ofthipmnique visitors over a given three-month perid/e define
monthly unique visitors as the total number of ueigvisitors who have visited our website at leasteoin a givermonth, and w
average the number of monthly unique visitors icheaonth of a given three-month period to calcudaterage monthly unique visito
We calculate unique visitors as the number of “sisereasured by Google Analytics, basad the use of unique cookie identifie
Unique visitors do not include users who accessptatform solely through oumobile app. Because the number of unique visite
based on users with unique cookies, an individlad accesses ouwrebsite from multiple devices with different cookimay be countt
as multiple unique visitors, and multiple individsievho access our website from a shared device wdithgle cookie may be countec
a single unique visitor.

The following table presents the average monthiplmer of unique visitors during the periods presgnte

Three Months Ended
September 30,
2014 2013
(in thousands)
Unique Visitors 139,41¢ 117,44°

e Mobile Unique VisitorsWe define mobile unique visitors for a given thraenth period to be the sum of (i) the average nurof
monthly unique visitors who have visited our mohilebsiteduring that period (measured as described abowe)igrunique mobil
devices using our mobile app on a monthly avetsges over that period. Under this method of cakboh, an individual who acces:
both our mobile website and our mobélpp, or accesses either our mobile website or alnilmapp from multiple mobile devices, v
be counted as multiplmobile unique visitors. Multiple individuals who @ss either our mobile website or mobile app froshare:
device will be counted as a single mobile uniqisiter.

The following table presents the average monthiylmer of mobile unique visitors during the periodsgented:

Three Months Ended
September 30,
2014 2013
(in thousands)
Mobile Unique Visitors 73,44( 50,45t

e Claimed Local Business Locationshe number of claimed local business locations esgmts the cumulative number lofisines
locations that have been claimed on Yelp worldveihee 2008, as of a given date. We define a clailmeal business location as e:
business address for which a business representasits our website and claims the free busitissag page for the business locate
that address.

The following table presents the number of cumu&atlaimed local business locations as of the daesented:

As of September 3C

2014 2013
(in thousands)
Claimed Local Business Locations 1,88¢ 1,34«

e Active Local Business Accounithe number of active local business accounts reptegshe number of local businesscounts fror
which we recognized revenue in a given three-mgrghod. We treat business accounts that have the payment and/or us
information as a single business account.
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The following table presents the number of actoeal business accounts from which we recognizedme® in the threazonth period
presented:

Three Months Ended
September 30,
2014 2013
(in thousands)
Active Local Business Accounts 86 57

e Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measurettge calculate as net income (loss), adjustedxtcude
provision (benefit) for income taxes; other (incQnexpense, net; depreciation and amortization; ksbasedcompensation; ai
restructuring and integration costs. We believe #djusted EBITDA provides useful information itovestors in understanding ¢
evaluating our operating results in the same maaseyur management and our board of directors. idMIGAAP information is nc
necessarily comparable to non-GAAP information thieo companies. NorGAAP information should not be viewed as a subistifar,
or superior to, net income (loss) prepared in ataoce withGAAP as a measure of our profitability or liquiditysers of this financi
information should consider the types of eventstamasactions for which 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,
2014 2013 2014 2013

(in thousands)
Reconciliation of Adjusted EBITDA:

Net income (loss $ 3637 $ (232) $ 3,74 $ (7,999
(Benefit) provision for income taxes 1,107 51C (49%) 78€
Other (income) expense, net (200 31 (183) 29¢
Depreciation and amortization 4,60¢ 2,81¢ 12,29¢ 7,931
Stock-based compensatig_p 10,91¢ 7,01¢ 30,457 17,33:
Restructuring and integration = = — 67%

Adjusted EBITDA $ 20,066 $ 8,050 $ 4582: $ 19,02

(1) The stockbased compensation amounts of $7.0 million and 317llion for the three and nine months ended Septr 30, 201
respectively, exclude approximately zero and $0iiam of stockbased compensation, respectively, related to theisiion of Qyp
GmbH and its subsidiaries (collective*Qype”) already included in restructuring and integratiosts.

Adjusted EBITDA

To provide investors with additional informatiorgeeding our financial results, we have disclosethatable above and elsewhere in
Quarterly Report adjusted EBITDA, a nGAAP financial measure. We have provided abovecaneiliation above of adjusted EBITDA to
income (loss), the most directly comparable GAARfficial measure.

We have included adjusted EBITDA in this QuartdRigport because it is a key measure used by ourgearent and our board of direct
to understand and evaluate our core operating imeafioce and trends, to prepare and approve our Bbadget and to develop short- and long
term operational plans. In particular, the exclosid certain expenses in calculating adjusted EB{Tdan provide a useful measure for perioc
to-period comparisons of our core business. Accorglingé believe that adjusted EBITDA provides uséfifibrmation to investors and oth
in understanding and evaluating our operating tesulthe same manner as our management and bidirg ctors.

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

e although depreciation and amortization are non-casinges, the assets being depreciated and anagbntiag have to beeplaced in th
future, and adjusted EBITDA does not reflect campital expenditure requirements for such replacésnarior new capital expenditu
requirements;

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

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



adjusted EBITDA does not reflect tax payments thay represent a reduction in cash available to us;
adjusted EBITDA does not take into account anyruestiring and integration costs associated withamguisition of Qype; and

other companies, including companies in our ingustray calculate adjusted EBITDA differently, whickduces itausefulness as
comparative measure.
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Because of these limitations, you should considgrsted EBITDA alongside other financial performameeasures, including various ¢
flow metrics, net income (loss) and our other GA#BuUIts.

Results of Operations

The following table sets forth our results of opienas for the periods presented as a percentagetofevenue for those periods (cer
items may not foot due to rounding). The periogpéviod comparison of financial results is not neeeity indicative of the results of operati
to be anticipated for the full year 2014 or anyfetperiod.

Three Months Endec  Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(as percentage of net revenue)

Consolidated Statements of Operations Data:
Net revenue by produc

Local advertising 83% 84% 84% 83%
Brand advertising 9 11 1C 12
Other services 8 5 6 5
Total net revenue 10(% 10(% 10(% 10%

Costs and expenses:
Cost of revenue (exclusive of depreciatiod a

amortization shown separately below) 6% 7% 6% 7%
Sales and marketing 53 56 55 57
Product development 17 18 17 16
General and administrative 15 17 1€ 18
Depreciation and amortization 4 5 5 5

Restructuring and integration — — — —

Total costs and expenses 96 10z 9¢ 104

Income (loss) from operations 4 ©) i (4)
Other income (expense), net — — — —

Income (loss) before income taxes E ©) i (4)
Benefit (provision) for income taxes (2) 1) — —
Net income (loss) 4% (4)% 1% (5)%

Three and Nine Months Ended September 30, 2014 a2®13
Net Revenue

We generate revenue from local advertising, brahaidising and other services, which includes Yegals, Gift Certificates and parti
arrangements. The following provides a descriptibaur revenue by product:

Local Advertising. We generate revenue from local advertising pmograincluding enhanced profile pages and performaaic
impression-based advertising in search resultse&mivhere on our website and our mobile app.

Brand Advertising We generate revenue from brand advertising thrahg sale of advertising solutions for nationaruts that want
improve their local presence in the form of dispdalvertisements and brand sponsorships. Our nhadrartisers include leading brands in
automobile, financial services, logistics, consugmeds and health and fitness industt
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Other ServicesWe generate other revenue through partner arrangsptbe sale of Yelp Deals and Gift Certificat@sgd monetization
remnant advertising inventory through third-partyreetworks. Our revenugharing partner arrangements provide consumersthatiability tc
complete food delivery transactions and make onlaservations through third parties directly onpreDur fixedfee partner arrangeme
include allowing thirdparty data providers to update business listingrmftion on behalf of businesses. Yelp Deals alioerchants t
promote themselves and offer discounted goods amnitces on a realme basis to consumers directly on our websiterantile app. We ea
a fee on Yelp Deals for acting as an agent in thesesactions, which we record on a net basis aolide in revenue upon a consurger’
purchase of the deal. Gift Certificates allow merts to sell fullpriced gift certificates directly to customers thgh their business prof
page. We earn a fee based on the amount of theC€ifificate sold, which we record on a net basis iaclude in revenue upon a consuraer’
purchase of the Gift Certificate.

Three Months Ended Nine Months Ended
September 30, 2013 tc September 30, 2013 tc
2014 2013 2014 % 2014 2013 2014 %
(dollars in thousands) Change (dollars in thousands) Change
Net revenue by produc
Local advertising $ 85,13: $ 51,16: 66% $ 226,01 $ 134,93 68%
Brand advertising 9,31¢ 6,91( 35 25,82¢ 18,71¢ 38
Other services 8,00t 3,10¢ 15¢ 15,80¢ 8,69( 82
Total net revenue $ 102,45! $ 61,18: 6% $ 267,64 $ 162,33 65%
Net revenue by produc
Local advertising 83% 84% 84% 83%
Brand advertising 9 11 10 12
Other services 8 5 6 5
Tota] net revenue 10C% 10(:% 10(:% 10(:%

Total net revenue increased $41.3 million, or 61the three months ended September 30, 2014, cedhpga the three months en
September 30, 2013. Our local advertising revengesased $34.0 million, or 66%, primarily due tgignificant increase in the numbel
customers purchasing local advertising plans asxp@anded our sales force to reach more local bss#tse Our brand advertising reve
increased $2.4 million, or 35%, primarily due to imcrease in the average spend per brand advedi®ezn by increased advertis
impressions per brand advertiser. In addition, ather services revenue increased by $4.9 milliord 58%, primarily due to an increase
revenue from partnership arrangements.

Total net revenue increased $105.3 million, or 65%the nine months ended September 30, 2014, cmugda the nine months enc
September 30, 2013. Our local advertising revengesased $91.1 million, or 68%, primarily due tgignificant increase in the numbel
customers purchasing local advertising plans asxp@anded our sales force to reach more local bss#tse Our brand advertising reve
increased $7.1 million, or 38%, primarily due to imcrease in the average spend per brand advedidezn by increased advertis
impressions per brand advertiser. In addition, aiier services revenue increased by $7.1 million82%, primarily due to an increase
revenue from partnership arrangements.

Cost of Revenue

Our cost of revenue consists primarily of creditdcprocessing fees, web hosting expenses, Inteemeices costs and salaries, benefits
stockbased compensation for our infrastructure teansea@lto operating our website, as well as createggn for brand advertising, vic
production expenses and allocated facilities ca¥ts currently expect cost of revenue to increasaroabsolute basis and remain relatively
as a percentage of revenue in the near term a®mimae to expand data center capacity and heatiessnciated with supporting our weh
and mobile app.

Three Months Ended Nine Months Ended
September 30, 2013 tc September 30, 2013 tc
2014 2013 2014 % 2014 2013 2014 %
(dollars in thousands) Change (dollars in thousands) Change
Cost of revenue $ 6,17 $ 4,27 4% $ 17,09¢ $ 11,63t 4%
Percentage of net revenue 6% 7% 6% 7%

In the three months ended September 30, 2014, ddostvenue increased $1.9 million, or 44%, compaedhe three months enc
September 30, 2013. This increase was primaritibateble to an increase of $0.8 million in outsitesting and Internet service fees, whick



necessary to support the increase in visitors ton@bsite and transactions completed on our webdite alsoadded personnel to supg
our website infrastructure resulting in an increas80.2 million. In addition, setup costs, inclagdivideo production, for active local busir
pages increased by $0.1 million due to increasedhde by local businesses for video on their busipages, and expenses related to cre
design for brand advertising customers increasel ®dllion. Merchant fees related to credit caa@hsactions also increased $0.5 million.
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In the nine months ended September 30, 2014, dostvenue increased $5.5 million, or 47%, compaeedhe nine months end
September 30, 2013. This increase was primarifibateble to an increase of $2.5 million in outsidesting and Internet service fees, whict
necessary to support the increase in visitors ton@bsite and transactions completed on our webaltealso added personnel to suppor
website infrastructure resulting in an increas8@B million. In addition, setup costs, includingeo production for active local business pa
increased by $0.4 million due to increased demaniddal businesses for video on their business page expenses related to creative d«
for brand advertising customers increased $0.GanillMerchant fees related to credit card transastilso increased $1.7 million.

Sales and Marketing

Our sales and marketing expenses primarily consistalaries, benefits, stodlased compensation, travel expense and inct
compensation for our sales and marketing employkesddition, sales and marketing expenses inclgness acquisition marketil
community management, branding and advertisingscast well as allocated facilities and other sugapgroverhead costs. Our Commul
Managers are responsible for growing and fostdingl communities, and coordinating events to raisareness of our brand. We expeci
community management costs to increase as we centm expand to new markets and within existingkeigr We expect our sales |
marketing expenses to increase both domesticatlyirgarnationally as we expand our domestic angfirational footprint, increase the nurr
of active local business accounts and continuestid lour brand. The substantial majority of thegpenses will be related to hiring Commu
Managers and sales employees. We expect salesakdting expenses to increase and to be our laggpsinse for the foreseeable future.

Three Months Ended Nine Months Ended
September 30, 2013to September 30, 2013to
2014 2013 2014 % 2014 2013 2014%
(dollars in thousands) Change (dollars in thousands) Change
Sales and marketing $ 54,55 $ 34,12¢ 6(% $ 147,47 $ 93,12! 5%
Percentage of net revenue 53% 56% 55% 57%

In the three months ended September 30, 2014, satiearketing expenses increased $20.4 million, or 683®pared to the three mon
ended September 30, 2013. The increase was pnnadtiilbutable to an increase in headcount andeglaxpenses of $11.7 million, includ
an increase in stodiased compensation of $1.2 million, as we expamdedsales organization to take advantage of th&ehapportunit
created by increased recognition of the value ofptatform and increased use of our free onlindrimss accounts. As a result of our incr
in net revenue, our commission expenses also isede$0.9 million. In addition, we experienced aréase in facilities and related allocati
of $3.2 million and domestic and international neitkg and advertising costs of $4.6 million.

In the nine months ended September 30, 2014, aatksnarketing expenses increased $54.3 millio®86&6, compared to the nine mor
ended September 30, 2013. The increase was pnnadtiilbutable to an increase in headcount andeglaxpenses of $32.3 million, includ
an increase in stodiased compensation of $4.1 million, as we expamdedsales organization to take advantage of th&ehapportunit
created by increased recognition of the value ofptatform and increased use of our free onlindrimss accounts. As a result of our incr
in net revenue, our commission expenses also isede$5.2 million. In addition, we experienced aréase in facilities and related allocati
of $9.7 million and domestic and international neitkg and advertising costs of $7.1 million.

Product Development

Our product development expenses primarily consfstsalaries, benefits and stobksed compensation for our engineers, pre
management and information technology personneladdition, product development expenses includeideitservices and consulti
allocated facilities and other supporting overheasts. We believe that continued investment inuiest software development tools and «
modification is important to attaining our strategibjectives, and, as a result, we expect prodaceldpment expenses to increase fol
foreseeable future.
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Three Months Ended Nine Months Ended
September 30, 2013to September 30, 2013to
2014 2013 2014% 2014 2013 2014%
(dollars in thousands) Change (dollars in thousands) Change
Product development $ 17,397 $ 11,20¢ 5% $ 46,10t $ 26,44: 7%
Percentage of net revenue 17% 18% 17% 1€%

In the three months ended September 30, 2014, proéwelopment expenses increased $6.2 millioB5&6, compared to the three mor
ended September 30, 2013. The increase was pnynadtriibbutable to an increase in headcount andeglaxpenses of $5.8 million, including
increase in stockased compensation of $2.1 million, and an incréasacilities and related expenses of $0.5 millidhe increase was off:
by a decrease of $0.1 million in the use of outsiiesultants as work was transitioned internally.

In the nine months ended September 30, 2014, pradwelopment expenses increased $19.7 milliod4ét, compared to the nine mor
ended September 30, 2013. The increase was pnnadtiilbutable to an increase in headcount andeglaxpenses of $18.7 million, includ
an increase in stodiased compensation of $6.7 million, and an incréadacilities and related expenses of $1.7 millidihe increase w
offset by a decrease of $0.7 million in the usewside consultants as work was transitioned ialBrn

General and Administrative

Our general and administrative expenses primadhsist of salaries, benefits and stdidsed compensation for our executive, finance,
operations, legal, human resources and other asirative employees. In addition, general and adstrative expenses include outs
consulting, legal and accounting services, andifi@si and other supporting overhead costs. We e&xgeneral and administrative expense
increase for the foreseeable future as we contimwexpand our business and incur ongoing experssxiated with being a publicly trac
company.

Three Months Ended Nine Months Ended
September 30, 2013to September 30, 2013to
2014 2013 2014% 2014 2013 2014%
(dollars in thousands) Change (dollars in thousands) Change
General and administrative $ 15,18t $ 10,53t 4% $ 41,61 $ 29,44° 41%
Percentage of net revenue 15% 17% 16% 18%

In the three months ended September 30, 2014, glemed administrative expenses increased $4.7omjlbr 44%, compared to the th
months ended September 30, 2013. The increase nvaarily attributable to an increase in headcoumnd selated expenses of $2.1 milli
including an increase in stoddased compensation of $0.4 million. Additionallye wvested in our systems and support for the drafithe
business through the use of outside consultantgwdontributed to the increase by $1.4 millionddrad an increase in bad debt expen
$0.8 million. We also experienced an increase dilifi@s and related expenses of $0.3 million.

In the nine months ended September 30, 2014, desmedaadministrative expenses increased $12.2amjlior 41%, compared to the n
months ended September 30, 2013. The increase nvaarily attributable to an increase in headcoumnd selated expenses of $7.2 milli
including an increase in stoddased compensation of $2.0 million. Additionallye wvested in our systems and support for the drafithe
business through the use of outside consultantgwdontributed to the increase by $1.9 millionddrad an increase in bad debt expen
$1.8 million. We also experienced an increase dgilif@s and related expenses of $1.3 million.

Depreciation and Amortization

Depreciation and amortization expenses primarilpsest of depreciation on computer equipment, saftwdeasehold improvemer
capitalized website and interna¢e software development costs and amortizatiopus€hased intangibles. We expect depreciation
amortization expenses to increase for the foresedature as we continue to expand our technolo@astructure.

Three Months Ended Nine Months Ended
September 30, 2013to September 30, 2013to
2014 2013 2014% 2014 2013 2014%
(dollars in thousands) Change (dollars in thousands) Change
Depreciation and amortization $ 4,604 $ 2,81¢ 6% $ 12,29¢ $ 7,931 5%

Percentage of net revenue 4% 5% 5% 5%



In the three months ended September 30, 2014, dapos and amortization expense increased $1.8omilor 63%, compared to the th
months ended September 30, 2013. The increase rivaarily the result of our investments in expandmg technologyinfrastructure an
capital assets to support our increase in headcacmuss the organization. Depreciation and amaitizarelated to our fixed assets
capitalized website and software development dosteased $1.2 million and $0.6 million, respediive
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In the nine months ended September 30, 2014, dapigcand amortization expense increased $4.4amjlor 55%, compared to the n
months ended September 30, 2013. The increase rivaarily the result of our investments in expandimg technology infrastructure &
capital assets to support our increase in headcacmuss the organization. Depreciation and amditizarelated to our fixed assets |
capitalized website and internal-use software dgmaknt costs increased $2.8 million and $1.6 nmijli@spectively.

Restructuring and Integration

Three Months Ended Nine Months Ended
September 30, 2013to September 30, 2013 tc
2014 2013 2014 % 2014 2013 2014 %
(dollars in thousands)  Change (dollars in thousands) Change
Restructuring and Integration Costs $ — $ — N/A $ — $ 67¢ N/A
Percentage of net revenue —% —% —% —%

In the quarter ended March 31, 2013, we announaegblan to further reduce the size of the Qype Vayde. These actions were mad
order to reduce our cost structure, enhance opegratficiencies and strengthen our business toeaehlongterm profitable growth. W\
incurred restructuring and integration costs of7$#@illion in the three months ended March 31, 28%3 result of this plan. The restructu
was completed during 2013.

Other Income (expense), Net

Other income (expense), net consists primarilyhefihterest income earned on our marketable segjribreign exchange gains and lo
and gains and losses on the disposal of assets.

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
(in thousands) (in thousands)
Interest income $ 222 $ 11 $ 458 $ 41
Transaction gain (loss) on foreign exchange 98 50 (79 (179
Other non-operating income (loss), net (120 (92 (19¢) (16€)
Other income (expense), net $ 20C $ (3) $ 18 $ (29

In the three months ended September 30, 2014, atheme (expense), net increased $0.2 million caoethéo the three months en
September 30, 2013. The increase was largely diiyean increase in interest income related to ntabte securities. Additionally, there v
an increase in foreign exchange gains due to faerforeign currency exchange rates during theettmenths ended September 30, -
compared to September 30, 2013.

In the nine months ended September 30, 2014, aticeme (expense), net increased $0.5 million coegpdo the nine months enc
September 30, 2013. The increase was largely attéfitte to an increase in interest income relatetiddketable securities. Additionally, th
was a decrease in foreign exchange losses duer® fanmrable foreign currency exchange rates dutiegnine months ended Septembe
2014 compared to the nine months ended Septemb2038.

Benefit (Provision) for Income Taxes

Benefit (provision) for income taxes consists oidmal and state income taxes in the United Statdsircome taxes in certain fore
jurisdictions, deferred income taxes reflecting tet tax effects of temporary differences betwédmndarrying amounts of assets and liabil
for financial reporting purposes and the amounésider income tax purposes, and the realizatiomedperating loss carryforwards.
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Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands) (in thousands)
Benefit (Provision) for taxes $ (1,10) $ (510 $ 49t $ (789
Percentage of net revenue (1)% (1)% —% —%

Liquidity and Capital Resources

As of September 30, 2014, we had cash and cashaepis of $290.6 million. Cash and cash equivalentsist of cash and money ma
funds. Our cash held internationally as of Septer80e 2014 was $6.3 million. We did not have anystanding bank loans or credit facilit
in place as of September 30, 2014. Our investmemntghio is comprised of highlyated securities, and our investment policy lirttits amour
of credit exposure to any one issuer. The poliayegally requires securities to be investment gi@died ‘A’ or higher by bond rating firm
with the objective of minimizing the potential risk principal loss. To date, we have been ablenanfce our operations and our acquisitior
Qype and SeatMe through proceeds from private abtigfinancings, including our initial public offiag (“IPQ”) in March 2012, our follow-
on offering in October 2013, cash generated froerajions and, to a lesser extent, cash providatidogxercise of employee stock options
purchases under our 2012 Employee Stock Purchasg'ESPP”).

Our future capital requirements and the adequacgvaflable funds will depend on many factors, idabg those set forth underRisk
Factors” in this Quarterly Report. We believe that our @rigtcash and cash equivalents, together with asli ggnerated from operatic
will be sufficient to meet our working capital réqements and anticipated purchases of propertyegmipment for at least the next 12 mor
However, this estimate is based on a number ofngsons that may prove to be wrong and we couldaaghour available cash and c
equivalents earlier than presently anticipated. &gy require or otherwise seek additional fundshimiext 12 months to respond to busi
challenges, including the need to develop new featand products or enhance existing servicesovepour operating infrastructure or acq
complementary businesses and technologies, anoidiicgly, we may need to engage in equity or dilatricings to secure additional funds.

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

Cash Flows
The following table summarizes our cash flows for periods presented:

Nine Months Ended September 3C
2014 2013
(in thousands)

Condensed Consolidated Statements of Cash Flows Rat

Purchases of property, equipment and software $ (12,74)  $ (9,547
Depreciation and amortization 12,29¢ 7,931
Cash flows provided by operating activities 39,03¢ 12,10¢
Cash flows used in investing activities (159,14) (15,48)
Cash flows provided by financing activities 21,26" 9,33¢

Operating Activities

We generated $39.0 million of cash in operatingvéis in the nine months ended September 30, 2pditarily resulting from our n
income of $3.7 million, which included non-cash depation and amortization of $12.3 million, norskastockbased compensation of $3
million and noneash provision for doubtful accounts of $3.9 miilidn addition, operating assets and liabilitiearged by $10.7 millio
primarily due to the timing of collections on acatsireceivable and payments to vendors during itteemonths ended September 30, 2014.

We generated $12.1 million of cash in operatingvéis in the nine months ended September 30, 2pditharily resulting from our n
loss of $8.0 million, offset by non-cash deprediatand amortization of $7.9 million, non-cash stbelsed compensation of $17.9 million, non
cash provision for doubtful accounts and salesrmetwf $2.2 million, and nonash loss on disposal of assets of $0.2 millionaddition
operating assets and liabilities changed by $8.Mliomj primarily due to the timing of collectionsncaccounts receivable and payment
vendors during the nine months ended Septembe&(A(3.
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Investing Activities

Our primary investing activity in the nine monthsded September 30, 2014 consisted of purchasesuddetable securities, as well as
continued purchases of property and equipment ppat the build out of our data centers, leaselimigrovements for our headquari
building in San Francisco and other locations,ghichase of technology hardware to support our tiramvheadcount and software to sup
website and mobile app development, website omerstand our corporate infrastructure. Purchasgwagderty and equipment, as well
leasehold improvements, may vary from period tagoedue to the timing of the expansion of our afficoperations and website and interna
use software and development. We expect to contimievest in property and equipment, leaseholdsthe development of software for
remainder of 2014 and thereafter.

We used $159.1 million of cash in investing aciégtduring the nine months ended September 30,.204gh used in investing activit
primarily related to purchases of marketable séesrdf $148.4 million, as well as an increasexpenditures related to website and interr
developed software of $8.0 million, purchases tdngible data licenses of $1.3 million and purckaskeproperty, equipment, software .
leasehold improvements of $12.7 million to supmant growth in the business and an increase inicesdrcash of $9.8 million associated v
letters of credit in connection with leased offggace. Cash used in investing was offset by $21ll@mnof maturities of investment securit
held to maturity.

We used $15.5 million of cash in investing actestiduring the nine months ended September 30, 20d8ding $2.1 million net of ca:
received for the acquisition of SeatMe. Cash usethvesting activities primarily related to an iease in expenditures related to wel
development of $3.3 million and purchases of prgp@&quipment, software and leasehold improvemeh$9.5 million to support our grow
in the business. Restricted cash increased by illi8n related to new or expanded office leaseasiCused in investing was offset by ¢
million of cash released from escrow related to@ype acquisition, recorded as a measurement padpstment to the initial fair value of 1
acquired assets and liabilities during the nine tm®ended September 30, 2013.

Financing Activities

During the nine months ended September 30, 2014enerated $21.3 million in financing activitiesmparily due to net proceeds of $1
million from the issuance of common stock uponekercise of stock options, and $4.1 million in petceeds from the sale of stock undet
ESPP.

During the nine months ended September 30, 2013emerated $9.3 million in financing activitiesmairily due to net proceeds from
issuance of common stock upon the exercise of siptikns.

Off Balance Sheet Arrangements
We did not have any off balance sheet arrangenie2813 or the first nine months of 2014.
Contractual Obligations

We lease various office facilities, including owrporate headquarters in San Francisco, Califomdger operating lease agreements
expire from 2014 to 2025. The terms of the leaseements provide for rental payments on a graduadsis. We recognize rent expense
straightline basis over the lease periods. We do not hayedabt or material capital lease obligations, ath@f our property, equipment a
software have been purchased with cash. As of 8dyete30, 2014, the following table summarizes amti@actual obligations and the eft
such obligations are expected to have on our liuahd cash flow in future periods.

Payments Due by Period

Less More
Than Than
Total 1 Year 1-3Years 3-5Years 5 Years
(in thousands)
Operating lease obligations $ 23716 $ 2093 % 56,73 $ 53,66 $ 105,82

The contractual commitment amounts in the tablevalaoe associated with agreements that are enfiecand legally binding. Obligatio
under contracts that we can cancel without a diarit penalty are not included in the table abédseof September 30, 2014, our total liab
for uncertain tax positions was $2.0 million. We aot able to reasonably estimate the timing afrkitash flow related to this liability. A
result, this amount is not included in above caitral obligations table.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

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

Interest Rate Fluctuation Risk
The primary objective of our investment activitisgo preserve principal while maximizing incomehwiut significantly increasing risk.

Our cash and cash equivalents consist of cash améyrmmarket funds. We do not have any lteign borrowings. Because our cash
cash equivalents have a relatively short matutlitgir fair value is relatively insensitive to inést rate changes. We believe a hypothetical
increase in interest rates as of September 30, 0140 not have a material impact on our cash asth @quivalent portfolio.

Our marketable securities are comprised of fire@ debt securities issued by corporations, U&eigment agencies and the |
Treasury; as such, their fair value may be affebiefluctuations in interest rates in the broadmm®mmy. As we have both the ability and in
to hold these securities to maturity, such flugaret would have no impact on our results of operesti

Foreign Currency Exchange Risk

We have foreign currency risks related to our rexeeand operating expenses denominated in currenties than the U.S. doll:
principally the British pound sterling and the Eufthe volatility of exchange rates depends on miacyors that we cannot forecast v
reliable accuracy. Although we have experiencedwiliccontinue to experience fluctuations in outt mecome (loss) as a result of transac
gains (losses), net related to revaluing certast ¢mlances, trade accounts receivable balancestancbompany balances that are denomir
in currencies other than the U.S. dollar, we beliavhypothetical 10% strengthening/(weakeninghefW.S. dollar against the British pot
sterling, either alone or in combination with a bifgetical 10% strengthening/(weakening) of the Wd@lar against the Euro, would not hay
material impact on our results of operations. k& élvent our foreign sales and expenses continimertease as a proportion of our overall s
and expenses, our operating results may be moatiygedfected by fluctuations in the exchange ratethe currencies in which we do busin
At this time we do not, but we may in the futuretez into derivatives or other financial instrunit an attempt to hedge our foreign curre
exchange risk. It is difficult to predict the impdedging activities would have on our results pémtions.

Inflation Risk

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

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

We maintain “disclosure controls and procedures,f@fined in Rules 13a-15(e) and 1Bs{e) under the Exchange Act, that are design
ensure that information required to be disclosedabgompany in the reports that it files or submitgler the Exchange Act is recorc
processed, summarized and reported, within the fier@®ds specified in the U.S. Securities and ErgeaCommission’s (“SEC"jules an
forms. Disclosure controls and procedures includthout limitation, controls and procedures desijt@ ensure that information required tc
disclosed by a company in the reports that it fdessubmits under the Exchange Act is accumulatetl @mmunicated to the compasy’
management, including its principal executive amithgipal financial officers, as appropriate to alldimely decisions regarding requil
disclosure.

Our management, with the participation of our Clieecutive Officer and our Chief Financial Officenaluated the effectiveness of
disclosure controls and procedures as of SepteBthe2014. Based on the evaluation of our disclosardrols and procedures as of Septel
30, 2014, our Chief Executive Officer and Chiefdfinial Officer concluded that, as of such date,disclosure controls and procedures \
effective at the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control ovearitial reporting identified in connection with thealuation required by Rule 13&{d
and 15d15(d) of the Exchange Act that occurred duringglgod covered by this Quarterly Report that hatenelly affected, or is reasona
likely to materially affect, our internal controber financial reporting.
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Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive @ifiand Chief Financial Officer, believes that oigctbsure controls and procedt
and internal control over financial reporting aesigned to provide reasonable assurance of achi¢h@ir objectives and are effective at
reasonable assurance level. However, our manageatonestnot expect that our disclosure controls andgaures or our internal control o
financial reporting will prevent all errors and #&thud. A control system, no matter how well comedi and operated, can provide ¢
reasonable, not absolute, assurance that the mgiedf the control system are met. Further, theégieof a control system must reflect the
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 i®wbsolute assurance that all control issuesistdnces of fraud, if any, have b
detected. These inherent limitations include tladities that judgments in decisionaking can be faulty, and that breakdowns can doecaus
of a simple error or mistake. Additionally, consatan be circumvented by the individual acts of egmarsons, by collusion of two or m
people or by management override of the contrdie. design of any system of controls also is basexhit upon certain assumptions abou
likelihood of future events, and there can be reuasce that any design will succeed in achievisgtiated goals under all potential fu
conditions; over time, controls may become inadesumecause of changes in conditions, or the degfesompliance with policies
procedures may deteriorate. Because of the inhéneitaitions in a coseffective control system, misstatements due torerdraud may occi
and not be detected.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In February and March 2010, we were sued in twatpé class actions on behalf of local businessssréing various causes of ac
based on claims that we manipulated the ratingsravidws on our platform to coerce local businessdsuy our advertising products. Th
cases were subsequently consolidated in an actgerting claims for violation of the California Bosss and Professions Code, extortion
attempted extortion based on the conduct they alleyl seeking monetary relief in an unspecified warhand injunctive relief. In Octok
2011, the court dismissed this consolidated aatith prejudice. The plaintiffs appealed to the UCGhurt of Appeals for the Ninth Circt
which affirmed the dismissal of the consolidatetcmcon September 2, 2014. The plaintiffs havetjpeted the Ninth Circuit for a rehearil
Accordingly, we are currently unable to reasonasdtimate either the probability of incurring a lassan estimated range of such loss, if
from this appeal.

On August 6, 2014, a putative class action lawallétging violations of federal securities laws widesd in the U.S. District Court for tl
Northern District of California, naming as defenttans and certain of our officers. An additional$ait containing similar claims was filed
the same court on August 25, 2014. The lawsuitgalViolations of the Exchange Act by us and oficefs for making allegedly materia
false and misleading statements regarding our basimnd operations between October 29, 2013 andl Zp2014. The plaintiffs se:
unspecified monetary damages and other relief.

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

ITEM 1A. RISK FACTORS

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

We have marked with an asterisk (*) those risksidesd below that reflect substantive changes ftbherisks described in our Anni
Report on Form 1-K for the year ended December 31, 2013.

We have a limited operating history in an evolvimdustry, which makes it difficult to evaluate oduture prospects and may increase
risk that we will not be successful.

We have a limited operating history in an evolvindustry that may not develop as expected, if lafTalis limited operating history mak
it difficult to assess our future prospects. Yoouwd consider our business and prospects in liftterisks and difficulties we may encout
in this rapidly evolving industry. These risks afifficulties include our ability to, among othelirigs:

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

e continue to earn and preserve a reputation forigimy meaningful and reliable reviews of local lmesises;

o effectively monetize our mobile products as usag#inues to migrate toward mobile devices;

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

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

e successfully compete with other companies thatcareently in, or may in the future enter, the besm of providing informatic
regarding local businesses;

e successfully expand our business in new and egistiarkets, both domestic and international;
e successfully develop and deploy new features andyats;

o effectively integrate businesses we may acquireh sis Qype and SeatMe;



avoid interruptions or disruptions in our servieceslmwer than expected load times;

develop a scalable, higherformance technology infrastructure that carcigffitly and reliably handle increased usage glghal wel
as the deployment of new features and products;

hire, integrate and retain talented sales and gbesonnel;
effectively manage rapid growth in our sales fopmrsonnel and operations; and

effectively partner with other companies.
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If the demand for information regarding local besises does not develop as we expect, or if weofailldress the needs of this demand
business will be harmed. We may not be able toemddsuccessfully these risks and difficulties bers, including those described elsewhe
these risk factors. Failure to address these askisdifficulties adequately could harm our busireess cause our operating results to suffer.

*We have incurred significant operating losses ihe past, and we may not be able to generate sfitrevenue to maintain profitabilit
particularly given our significant ongoing sales @ahmarketing expenses. Our recent growth rate wikiely not be sustainable, and a failu
to maintain an adequate growth rate will adversaidifect our results of operations and business.

Since our inception, we have incurred significapemting losses, and, as of September 30, 2014haslean accumulated deficit
approximately $66.7 million. Although our revenussmve grown rapidly in the last several years, iasieg from $12.1 million in 2008
$233.0 million in 2013, we expect that our revemymewth rate will decline in the future as a respfita variety of factors, including t
maturation of our business and the gradual dedtirlee number of major geographic markets, espgaiathin the United States, to which
have not already expanded. For example, althoughawerage number of monthly unique visitors corgmto grow, the rate of growth |
slowed in recent quarters even as we have expasutedternational presence. Slower growth rates hayn our business and financial res
because traffic to our website determines the nurobads we are able to show, affects the valutbaade ads to businesses, and influence
content creation that drives further traffic. Asesult, you should not rely on the revenue growthny prior quarterly or annual period as
indication of our future performance. In additidwstorically, our costs have increased each yedrvem expect our costs to increase in fu
periods as we continue to expend substantial fiahnesources on:

e sales and marketing;

e domestic and international expansion efforts;

e product and feature development;

e our technology infrastructure;

e strategic opportunities, including commercial relaships and acquisitions; and

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

These investments may not result in increased tevem growth in our business. Our costs may alsoease as we hire additio
employees, particularly as a result of the sigaificcompetition that we face to attract and reta@hnical talent. Our expenses may grow fi
than our revenue and may be greater than we aatiicip a particular period or over time. If we amable to maintain adequate revenue gr
and to manage our expenses, we may continue to significant losses in the future and may not ble & maintain profitability.

*We rely on traffic to our website from search emgis like Google and Bing, some of which offer prads and services that compete dire
with our solutions. If information from and links & our website are not displayed as prominently @ach engine result pages as those fi
competing products and services, traffic to our vgéb could decline and our business would be adegraffected.

Our success depends in part on our ability to@ttraers through unpaid Internet search resulseanch engines like Google and Bing.
number of users we attract from search enginesitavebsite (including our mobile website) is dudarge part to how and where informat
from and links to our website are displayed on deangine result pages. The display, including iragg¢ of unpaid search results car
affected by a number of factors, many of whichrastin our direct control, and they may changededly. For example, a search engine
change its ranking algorithms, methodologies ofgtekayouts. As a result, links to our website nmay be prominent enough to drive traffic
our website, and we may not know how or otherwisénba position to influence the results. In theosel quarter of 2014, for example, Goc
made changes to its algorithms and methodologesntiay be contributing to the recent slowing of waffic growth rate. We cannot prec
the longterm impact of these changes. In some instancas;lsengine companies may change their displayankings in order to promc
their own competing products or services or thelpots or services of one or more of our competitSesirch engines may also remove linl
content on our website from their search resulteegponse to takedown requests submitted followintgcision from the European Cour
Justice regarding an individual’s “right to be fotign.”

Although traffic to our mobile app is less reliam search results than traffic to our website, ghoim mobile device usage may
decrease our overall reliance on search resuit®iiile users use our mobile website at the expehear mobile app. In fact, growth in mok
device usage may exacerbate the risks associatechesv and where our website is displayed in seaeshlts because mobile device scr
are smaller than desktop computer screens andidherdisplay fewer search results. Our websiteehgerienced fluctuations in search re
rankings in the past, and we anticipate fluctuationthe future. Any reduction in the number ofrgsdirected to our website could adver
impact our business and results of operations.
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Google in particular is the most significant souotdraffic to our website, accounting for more rihaalf of the visits to our website fr
Internet searches during the three months endetei@bpr 30, 2014. Our success depends on our afgilityaintain a prominent presenct
search results for queries regarding local busetsess Google. Google has removed links to our weliim portions of its web search proc
and has promoted its own competing products, inetuGoogles local products, in its search results. Givenlange volume of traffic to o
website and the importance of the placement anplagisof results of a user’search, similar actions in the future could havsubstantii
negative effect on our business and results ofatjpers.

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

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

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

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

Our user traffic could be adversely affected if uumers perceive the utility of our platform to lmited to finding businesses in -
restaurant and shopping categories, which togettewunted for approximately 42% of the businedsaishitave been reviewed on our platf
and approximately 58% of our cumulative reviewstigh September 30, 2014. We believe that this cdret@on of reviews is primarily due
the frequency with which individuals visit specificisinesses or engage in certain activities vesthers. For example, an individual may e
a restaurant three times in one week or go shopmilcg a week, but the same individual is unlikelyisit a mechanic, get a haircut or u:
home or local service with the same frequency. H@wéf the high concentration of reviews in theteairant and shopping categories gene
a perception that our platform is primarily limiteéd these categories, traffic may decline and dtbieg customers may be less likely
perceive value from using our services, which cdwddn our business.

If our automated software does not recommend helpfantent or recommends unhelpful content, consursemd businesses alike may s
or reduce their use of our platform and productsy@our business could suffer.

While we have designed our technology to avoid meoending content that we believe may be biasectliabie or otherwise unhelpf
we cannot guarantee that our efforts will be effecbr adequate. In addition, some consumers asihésses have alternately expre
concern that our technology either recommends tanymeviews, thereby recommending some reviewsntiagt not be legitimate, or too fi
reviews, thereby not recommending some reviewsrtiat be legitimate. This may cause consumers asithésses to stop or reduce their
of our platform or our advertising solutions. IEtperformance of our automated recommendation aoétgroves inadequate or ineffective,
reputation and brand may be harmed, users mayustog our products and our business and resutiperfations could be adversely affected.
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*Our business depends on a strong brand, and anjuf@ to maintain, protect and enhance our brand wid hurt our ability to retain anc
expand our base of users and advertisers, as welbar ability to increase the frequency with whithey use our solutions.

We have developed a strong brand that we beliesecbiatributed significantly to the success of ousibess. Maintaining, protecting ¢
enhancing the “Yelpbrand are critical to expanding our base of usatsadvertisers and increasing the frequency witkchvthey use ot
solutions. Our ability to do so will depend largely our ability to maintain consumer trust in oalusions and in the quality and integrity of
user content and other information found on oursitetand mobile app, which we may not do succdygsfifive do not successfully maintaii
strong brand, our business could be harmed.

For example, if consumers do not perceive the cetent on our platform to be authentic, they nwseltrust in the integrity of the cont
and our brand may be harmed. This may occur if wmess believe that the reviews, photos and othetecd contributed by our Commur
Managers or other employees are influenced by dueréising relationships or are otherwise biaselthddigh we take steps to prevent
from occurring by, for example, displaying an “arsk@dor’badge on the account profile pages for each of @ummunity Manage
identifying them as Yelp employees and explainingirt role on our platform, the designation does aygpear on the page for each re\
contributed by the Community Manager and we maybeosuccessful in our efforts to maintain consuimest.

Similarly, certain media outlets have previouslpaded allegations that a significant percentage¢hefreviews on our platform are
genuine. We dedicate significant resources to te¢ gf maintaining and enhancing the quality, anticéty and integrity of the reviews on ¢
platform. In particular, our automated recommeratasioftware analyzes all reviews submitted to datfgrm and highlights what it determir
to be the most useful and reliable of them by mliitig them directly on business listing pages. @aommendation software is designe
avoid recommending content that we believe mayiaseld, unreliable or otherwise unhelpful; for exéanpur software may not recommu
reviews written by users about whom we have limitéddrmation, reviews that may be biased becausg were solicited from family, frien
or favored customers, or unhelpful rants and ra@es.recommendation software operates continuaiig, the results of its determinations \
respect to particular reviews may change over &mi factors in new information.

In addition, we take steps to address reviews riet not be reliable through our consumer alertgnanm, coordination with consun
protection agencies and law enforcement, stingatjmers targeting the buying and selling of revieamsl, in certain egregious cases, ta
legal action against businesses we believe to bagau in deceptive activities. We also remove carfi®m our platform that violates ¢
terms of service, including, without limitation ki or defamatory content; content that has beeghtogold or traded; threatening, harassir
lewd content, as well as hate speech and othelagispf bigotry; and content that violates the tigdf any third party or any applicable law.
of September 30, 2014, approximately 70% of thaéewmes submitted to our platform were recommendegir@pmately 23% were n
recommended but still accessible on our platforoh @pproximately 7% had been removed. However, waataguarantee that each of the |
million reviews on our platform that have been mactended and that have not been removed for viglatinm terms of service as of Septen
30, 2014 is useful or reliable. If consumers do lmglteve our recommended reviews to be useful ahidble, they may seek other service
obtain the information for which they are lookirajyd may not return to our platform as often in fineire, or at all. This would negativt
impact our ability to retain and attract users addertisers and increase the frequency with whiely ise our platform.

Maintaining and enhancing our brand may requirdousiake substantial investments, and these invessmmeay not be successful.
example, our trademarks are an important elementiobrand. We have faced in the past, and mayifatee future, oppositions from th
parties to our applications to register key traddsman foreign jurisdictions in which we expectdrpand our presence. If we are unsucce
in defending against these oppositions, our traderapplications may be denied. Whether or not cademark registration applications
denied, third parties may claim that our trademanksnge their rights. As a result, we could becfed to pay significant settlement cost
cease the use of these trademarks and associatadrgs of our brand in those or other jurisdictidbsing so could harm our brand or br
recognition and adversely affect our business,nfifed condition and results of operations. If wél ta maintain and enhance our br:
successfully, or if we incur excessive expensehimeffort, our business and financial results rhayadversely affected.
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*Negative publicity could adversely affect our refation and brand.

Negative publicity about our company, including dachnology, sales practices, personnel, customeficg, or litigation or politic:
activities, could diminish confidence in and thes usf our products. Certain media outlets have prely reported allegations that
manipulate our reviews, rankings and ratings irofasf our advertisers and against remhertisers. These allegations, though untrue,d
adversely affect our reputation and brand, regsigaificant management time and attention, andeshjs to inquiries or investigations.
order to demonstrate that our automated recommiendsdftware applies in a nondiscriminatory marodooth advertisers and nonadvertis
we have made all reviews that are not recommendeésaible on our platform. We have also allowednasses to comment publicly
reviews so that they can provide a response. Nasleds, our reputation and brand, the traffic toveebsite and mobile app and our busi
may suffer if negative publicity about our compgmersists or if users otherwise perceive that canbenour website and mobile apg
manipulated or biased. Allegations and complaietgarding our business practices, and any resultéggative publicity, may also result
increased regulatory scrutiny of our company. Idiéah to requiring management time and attentamy regulatory inquiry or investigati
could itself result in further negative publicitggardless of its merit or outcome. In addition, augbsite and mobile app also serve
platform for expression by our users, and thirdiparor the public at large may attribute the jeditor other sentiments expressed by use
our platform to us, which could harm our reputatiSimilarly, the actions of our partners may affeat brand if users do not have a pos
experience completing transactions on the Yelpfétat

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

For the three and nine months ended September03@, 8ubstantially all of our revenue was generaiethe sale of advertising produ
We have incurred significant costs to attract aquirend future advertisers and expect to incur &amt additional costs for the foreseei
future. Our ability to grow our business depend®onability to maintain and expand our advertisase. To do so, we must convince exis
and prospective advertisers alike that our advegiproducts offer a material benefit and can geteea competitive return relative to ol
alternatives. Many prospective advertisers, sudi@se in new markets, may not be familiar with products or may view them as unprov
Many of these businesses are more accustomed g osire traditional methods of advertising, suclmewspapers or print yellow pay
directories. If we do not deliver ads in an effeetmanner, or we do not provide accurate analgickmeasurement solutions that demons
the value of our ads, advertisers may choose nadvertise with us.

Our advertisers typically do not have lotggm obligations to purchase our products, and ithetisions to renew depend on a numb
factors, including the degree of satisfaction vath products and their ability to continue theiemgions and spending levels. We rely he:
on advertising spend by small and medisized local businesses, which have historicallyeelemced high failure rates and often have lin
advertising budgets. As a result, we may experieticiion in our advertisers in the ordinary caucd business resulting from several fac
including losses to competitors, declining advertsudgets, closures and bankruptcies.

We may face greater challenges as we continueganekour advertiser base in businesses outsidest@urant and shopping catego
which together accounted for approximately 42%hef businesses that have been reviewed on our platiod approximately 58% of ¢
cumulative reviews through September 30, 2014, aslbe if these businesses believe that consumersegive the utility of our platform to
limited to finding businesses in the restaurant simgpping categories. The ratings and reviewshtsinesses receive from our users may
affect advertising decisions by current and prospecadvertisers. For instance, favorable ratingd eeviews, on the one hand, coulc
perceived as obviating the need to advertise, af@varable ratings and reviews, on the other, cdiddourage businesses from advertisir
an audience they perceive as hostile or cause thdorm a negative opinion of our products and usese, which could discourage them f
doing business with us.

We must continually add new advertisers both tdaipadvertisers who choose not to renew theirréidirey or who go out of business,
otherwise falil to fulfill their advertising contrecwith us, to grow our business. If our adversiacrease their rates of noerewal or if wi
experience significant advertiser attrition or cant breach, or if we are unable to attract newedtbers in numbers greater than the numb
advertisers that we lose, our client base will dase and our business, financial condition andtsestioperations would be harmed.
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If we fail to expand effectively into new marketsoth domestically and abroad, our revenue and owsmess will be harmec

We intend to expand our operations into new mayketth domestically and abroad. We may incur logsestherwise fail to enter ne
markets successfully. Our expansion into new margktces us in competitive environments with whighare unfamiliar and involves varic
risks, including the need to invest significantoneses and the possibility that returns on suckstments will not be achieved for several yt
or at all. In attempting to establish a presenceew markets, we expect, as we have in the pasicto significant expenses and face var
other challenges, such as expanding our sales fnmdecommunity management personnel to reach these markets and encounter
different and potentially lower levels of user eggaent in some or all of these markets. Our cumadtany future expansion plans will req
significant resources and management attentiorth&umore, we have already entered many of the dangarkets in the United States
further expansion in smaller markets may not y&dilar results or sustain our growth.

We plan to continue expanding our operations abroatiere we have limited operating experience and rbaysubject to increased risks tl
could affect our financial results.

We plan to continue the international expansiorowf operations and our offerings in new langua@as. platform is now available
English and several other languages. However, we e difficulty modifying our technology and cent for use in non-Englisbpeakin
markets or fostering new communities in non-Engéipbpaking markets. Our ability to manage our busireesd conduct our operatic
internationally requires considerable managemeenhtdn and resources, and is subject to the pdatichallenges of supporting a rap
growing business in an environment of multiple laages, cultures, customs, legal systems, altemdispute systems, regulatory systems
commercial infrastructures. Furthermore, in mogtrmational markets, we would not be the first @mttr and our competitors may be be
positioned than we are to succeed. Expanding iatiermally may subject us to risks that we havefaoéd before or that increase our expa
to risks that we currently face, including risks@dated with:

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

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

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

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

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

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

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

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

e higher costs of doing business internationally.

Mobile advertising is new and evolving. If our madbiadvertising solutions are not compelling or d@thoperate effectively with mob
operating systems, growth in use of our mobile agpd mobile website, particularly if it substitutdsr use of our website on persor
computers, may adversely affect our results of ggemns and business.

The number of people who access information almmal Ibusinesses through mobile devices, includingrgphones and handheld tablet
computers, has increased dramatically in the gastybars and is expected to continue to increadeodgh we currently deliver advertising
our mobile app and mobile website, the mobile atisiag market remains a new and evolving marketwe@iour limited experience



monetizing our mobile products and commitment torfiizing the quality of user experience over ghierm monetization, we may not
able to generate meaningful revenue from our maghidelucts despite the expected growth in mobilgest addition, if consumers use
mobile app and mobile website as substitutes &her than in addition to, use of our website ors@eal computers and our mobile soluti
prove ineffective, our advertisers may stop or cedtheir advertising with us. Similarly, we may leable to attract new advertisers if
mobile advertising solutions are not compellingolfr advertising solutions are not effective or fai to continue to innovate and introdi

enhanced mobile solutions, if our solutions alienatr user base, or if our solutions are not widelgpted or are insufficiently profitable,
business may suffer.

36




Table of Contents

Additionally, we are dependent on the interopeiigbdf our mobile products with popular mobile oagting systems that we do not cont
such as Android and iOS, and any changes in swstkrag that degrade their functionality could adsfgraffect mobile usage. As new mol
devices and platforms are released, it is diffitoilpredict the problems we may encounter in dexia@pproducts for these alternative dev
and platforms, and we may need to devote significasources to the creation, support and maintenahsuch products. If we experie
difficulties in the future in integrating our mobibpp into mobile devices or if problems arise wvathr relationships with providers of mot
operating systems or mobile application downloadest, such as those of Google, with whose localysts we compete, or Apple, our L
growth and user engagement could be harmed. Iniawldif our applications receive unfavorable treaht compared to the promotion .
placement of competing applications, such as thderoof our products in the Apple AppStore, or if faee increased costs to distribute
mobile app, our future growth and our results oéragions could suffer. Further, in the event thdiecomes more difficult for our users
access and use our mobile app, or if users ch@ossd mobile products that do not offer accessutonwobile app, we may be unable
decrease our reliance on traffic from Google am@iosearch engines.

*We expect to face increased competition in the ketr

The market for information regarding local busimssand advertising is intensely competitive anddigchanging. With the emergence
new technologies and market entrants, competisolikely to intensify in the future. Our competioinclude, among others, offline me
companies and service providers; newspaper, téevand other media companies; Internet searchnesgisuch as Google and Bing;
various other online service providers and revieabsites, including regional review websites thal rhave strong positions in partict
countries.

Our competitors may enjoy competitive advantagesh s greater name recognition, longer operatistgries, substantially greater mai
share, large existing user bases and substargi@hter financial, technical and other resourceées& companies may use these advanta
offer products similar to ours at a lower priceyelep different products to compete with our cutreolutions and respond more quickly
effectively than we do to new or changing oppottiesij technologies, standards or client requiremdntparticular, major Internet compan
such as Google, Facebook, Yahoo! and Microsoft @aynore successful than us in developing and niagkenline advertising offerin
directly to local businesses and many of our aikent and potential advertisers may choose to psecbnline advertising services from tt
competitors and may reduce their purchases of oodygts. In addition, many of our current and ptércompetitors have establist
marketing relationships with and access to lardientbases. Certain competitors could also usegtor dominant positions in one or m
markets to gain competitive advantage against aseas where we operate, including by: integratawiew platforms or features into prodt
they control, such as search engines, web broveserobile device operating systems; changing thiejraid search result rankings to pron
their products; refusing to enter into or renevetises on which we depend; or limiting or denying @atcess to advertising measureme;
delivery systems.

As the market for local online advertising increaggew competitors, business models and solutimnélkely to emerge. We also comg
with these companies for the attention of contobsitand consumers, and may experience decreaseshinif our competitors offer mc
compelling environments. For all of these reasaresmay be unable to maintain or grow the numbegreoiple who use our website and mc
app and the number of businesses that use ourtsilvgisolutions and we may face pressure to rethee@rice of our advertising solutions
which case our business, results of operationdinadcial condition will be harmed.

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

From time to time, other companies copy informatiamm our platform, through website scraping, rabot other means, and publist
aggregate it with other information for their owenefit. For example, in parts of 2010 and 2011, glocorporated content from our web
into its own local product without our permissicd@oogles users, as a result, may not have visited our iteebgcause they found 1
information they sought on Google. While we do betieve that Google is still incorporating arontent within its local products, we have
assurance that Google or other companies will apy cpublish or aggregate content from our platfamrthe future.
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When third parties copy, publish or aggregate aariit®m our platform, it makes them more compeditand decreases the likelihood
consumers will visit our website or use our mokipp to find the information they seek, which conkpatively affect our business, result
operations and financial condition. We may not bie @& detect such thirgarty conduct in a timely manner and, even if weldowe may nc
be able to prevent it. In some cases, particularifhe case of websites operating outside of thieedrStates, our available remedies ma
inadequate to protect us against such practicesddrtion, we may be required to expend signifidar@ncial or other resources to success
enforce our rights.

The impact of worldwide economic conditions, inciad the resulting effect on advertising spending ycal businesses, may advers
affect our business, operating results and finant@ondition.

Worldwide economic conditions, such as the sovereigbt and federal government funding issues irlhiéed States, create uncerta
and unpredictability and add risk to our futurelook. Our performance is subject to, among othergs the impact of worldwide econor
conditions on levels of advertising spend by snaatl mediunrsized businesses, which may be disproportionatéfcted by econom
downturns. In the event of an economic slowdowreterioration of worldwide economic conditions, @axisting and potential advertisi
clients may no longer consider investment in oureatising solutions a necessity, or may elect @uce advertising budgets. Historica
economic downturns have resulted in overall redustin advertising spending. In particular, wedsed advertising solutions may be vie
by some of our existing and potential advertisitignts as a lower priority and could cause adversigo reduce the amounts they spen
advertising, terminate their use of our solutionglefault on their payment obligations to us. Inlitidn, economic conditions may advers
impact levels of consumer spending, which couldeaskly impact the numbers of consumers visitingveelpsite and mobile app. Consui
purchases of discretionary items generally dectingng recessionary periods and other periods irctwllisposable income is advers
affected. If spending at many of the local busiees®viewed on our platform declines, businesses maaless likely to use our advertis
products, which could have a material adverse effieour financial condition and results of opevas.

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

We face potential liability and expense for ledairos relating to the information that we publish @ur website and mobile app, includ
claims for defamation, libel, negligence and cogltior trademark infringement, among others. Fangxe, businesses in the past |
claimed, and may in the future claim, that we agponsible for defamatory reviews posted by oursus&/e expect claims like these
continue, and potentially increase in proportionttte amount of content on our platform. These ctagould divert management time .
attention away from our business and result inigamt costs to investigate and defend, regardtd#sthe merits of the claims. In so
instances, we may elect or be compelled to remoméeat or may be forced to pay substantial daméges are unsuccessful in our efforts
defend against these claims. If we elect or arepedied to remove valuable content from our websitenobile app, our platform may becc
less useful to consumers and our traffic may declivhich could have a negative impact on our bssimed financial performance.

This risk may be increased if the immunities afextdo websites that publish usgrnerated content are limited through new legitadi
otherwise. For example, laws relating to the lipibf providers of online services for activitied their users and other third parties
currently being tested by a number of claims, iditlg actions based on invasion of privacy and otbes, unfair competition, copyright a
trademark infringement and other theories basethemature and content of the materials searchedads posted or the content provide
users. It may also be enhanced in certain jurigdistoutside the United States where our protedtimm liability for thirdparty actions may |
unclear and where we may be less protected undaklkbws than we are in the United States.

*Our business is subject to complex and evolvingsUand foreign regulations and other legal obligatis related to privacy, data protecti
and other matters. Our actual or perceived failut@ comply with such regulations and obligations ddtharm our business.

We are subject to a variety of laws in the Unitadt& and abroad that involve matters central tobaginess, including laws regard
privacy, data retention, distribution of ugggnerated content and consumer protection, amdregntFor example, because we receive,
and process personal information and other usex, datluding credit card information for certaineus, we aresubject to numerous fedel
state and local laws around the world regardingaey and the storing, sharing, use, processingiladigre and protection of persc
information and other user data, such as the GhildrOnline Privacy Protection Act, which regulates #ay we collect and use informat
from children. We are also subject to a varietyasfs, regulations and guidelines that regulatewthg we distinguish paid search results
other types of advertising from unpaid search tesul
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The application and interpretation of these lawd @egulations are often uncertain, particularlytia new and rapidly evolving industry
which we operate, and may be inconsistent betweantgdes. It is also possible that the interpretatind application of these obligations i
conflict with other rules or our practices, suchratustry standards to which we adhere, our privaaicies and our privacyelated obligatior
to third parties (including, in certain instancesluntary thirdparty certification bodies such as TRUSTe). Itiffallt to predict how existin
laws will be applied to our business, and if ousihass grows and evolves and our solutions are insedreater number of countries, we
also become subject to laws and regulations intiaddil jurisdictions.

Similarly, our business could be adversely affedfedew legislation or regulations are adopted the¢ inconsistent with our curr
business practices and that require us to charege thractices or the design of our platform, prtsloc features. For example, regula
frameworks for privacy issues are currently in flimrldwide, and are likely to remain so for thedseeable future due to increased pi
scrutiny of the practices of companies offeringirmlservices with respect to the personal inforomabtf their users. The U.S. governm
including the White House, the Federal Trade Cormaimisand the Department of Commerce, and many gtaternments are reviewing
need for greater regulation of the collection dbimation concerning consumer behavior with respeainline services, including regulat
aimed at restricting certain targeted advertisingctfices and the collection and use of data fronbilaervices. In addition, the Europ
Union is in the process of promulgating a new gahéata protection regulation, which may resulsignificantly greater compliance burd
for companies such as us with users and operatioEsirope. Changes like these could increase omnirastrative costs and make it m
difficult for consumers to use our platform, remgtin less traffic and revenue. Similarly, suclaebes could make it more difficult for us
provide effective advertising tools to businesse®wor platform, resulting in fewer advertisers &k revenue.

We believe our policies and practices comply wigplecable laws and regulations. However, if ouridfeproves incorrect, if the
guidelines, laws or regulations or their interptietas change or new legislation or regulationsearacted, or if the third parties with whom
share user information fail to comply with such dglines, laws, regulations or their contractualigdilons to us, we may be forced
implement new measures to reduce our legal expo$hie may require us to expend substantial ressyumelay development of new prod
or discontinue certain products or features, whiduld negatively affect our business. For examifleye fail to comply with our privacy-
related obligations to users or third parties, my aompromise of security that results in the uharited release or transfer of persor
identifiable information or other user data, we ni@ycompelled to provide additional disclosuresuo users, obtain additional consents f
our users before collecting or using their inforimator implement new safeguards to help our usensage our use of their information, am
other changes. We may also face litigation, govemal enforcement actions or negative publicityiclftould cause our users and advert
to lose trust in us and have an adverse effectunrbosiness. For example, from time to time we ikgc@quiries from government agenc
regarding our business practices. Although thermateresources expended and expenses incurrechimection with such inquiries and tt
resolutions have not been material to date, anyltreg negative publicity could adversely affectr saputation and brand. Responding to
resolving any future litigation, investigations ttlaments or other regulatory actions may requignificant time and resources, and cc
diminish confidence in and the use of our products.

Our growth depends in part on the success of ouat#gic relationships with third parties, and anwifure to maintain these relationshij
could harm our business.

We rely in part on relationships with various thpdrties to grow our business, including stratgmictners and technology and con
providers. Identifying, negotiating and maintainirejationships with third parties require signifitdime and resources, as does integr.
their services and technologies onto our platfaifie.may also have competing interests and obligatidth respect to our partners, which
make it difficult to maintain, grow or maximize tHeenefit of each partnership. In addition, we h#ea, and may in the future ha
disagreements or disputes with our partners aboeutespective contractual obligations, which cougdult in legal proceedings or negati\
affect our brand and reputation. It is also possibhat these third parties may not be able to @ethet resources we expect to the relationshi
they may terminate their relationships with uswk are unsuccessful in establishing or maintaiming relationships with third parties, «
ability to grow our business could be impaired, andoperating results could suffer.
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*We may acquire other companies or technologies,iethcould divert our managemerg’ attention, result in additional dilution to ot
stockholders and otherwise disrupt our operationsdaharm our operating results. We may also be urabb realize the expected bene
and synergies of any acquisitions.

Our success will depend, in part, on our abilitexpand our product offerings and grow our busimesesponse to changing technolog
user and advertiser demands and competitive pesslm some circumstances, we may determine toodthi®ugh the acquisition
complementary businesses or technologies rather ttivugh internal development. For example, inoDet 2012, we acquired Qype
accelerate our international expansion and, in 2@%3, we acquired SeatMe to obtain an online vasien solution. We have limit
experience as a company in the complex processquiiring other businesses and technologies. Theugusf potential future acquisitions
divert the attention of management and cause imctw expenses in identifying, investigating andsping suitable acquisitions, whether or
they are consummated.

Acquisitions that are consummated could resultiiutide issuances of equity securities or the imence of debt, which could advers
affect our results of operations or our ability @ohieve profitability. The incurrence of debt inrgi@ular could result in increased fix
obligations or include covenants or other restiitdi that would impede our ability to manage ourragiens. In addition, any acquisitions
announce could be viewed negatively by users, bases or investors. We may also discover liatsliGe deficiencies associated with
companies or assets we acquire that we did notifgdém advance. We may also fail to accuratelyefmast the financial impact of an acquisi
transaction, including related accounting charges.

In order to realize any gains from any acquisitthat is consummated, we must successfully completeintegration of the acquir
business, its operations, services and persontieloni organization. In order to realize the expddienefits and synergies of our acquisiti
we must meet a number of significant challengeduding:

e integrating operations, strategies, sites and tolgies and personnel of the acquired company;
e managing the combined business effectively;
e retaining and assimilating the key personnel ofabguired company;

e retaining existing customers and strategic partaes minimizing disruption to existing relationships a result of anytegration o
new personnel;

o difficulties in the assimilation of employees amatporate cultures;
e implementing and retaining uniform standards, aaafmprocedures, policies and information systems;

e addressing risks related to the business of theiztjcompany that may continue to impact the rssias following thacquisition
and

e potential unknown liabilities associated with ag@ced company.

Any inability to integrate services, sites and teabgies, operations or personnel in an efficierdt fimely manner could harm our result
operations. Transition activities are complex aaduire significant time and resources, and we matynmanage the process successi
particularly if we are managing multiple integraisoconcurrently. In addition, we may be requiredspend additional time or funds
integration that otherwise would be spent on theelimment and expansion of the combined businessn i we are able to integrate
operations of any acquired company successfullgsehintegrations may not result in the realizatibrihe full benefits of synergies, ¢
savings, innovation and operational efficiencieat thhay be possible from the integration of eachinmss, and these benefits may na
achieved within a reasonable period of time.

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

We have experienced rapid growth in our headconhtogerations, including through our acquisitiohQgpe in October 2012 and Seai
in July 2013, which places substantial demands anagement and our operational infrastructure. Mbsur employees have been with us
fewer than two years. We intend to make substamtiedéstments in our technology, sales and markedind community managem
organizations. As we continue to grow, we mustctifely integrate, develop and motivate a large bemof new employees, includi
employees in international markets and from anyied businesses, while maintaining the benefasglects of our company culture. If we
not manage the growth of our business and opemgdfiectively, the quality of our platform and eféncy of our operations could sufi
which could harm our brand, results of operatiams lausiness.
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Our business is dependent on the uninterrupted aptbper operation of our technology and network iafstructure. Any significan
disruption in our service could damage our reputati, result a potential loss of users and engagemant adversely affect our results
operations.

It is important to our success that users in atiggaphies be able to access our platform at aé#gimiVe have previously experienced,
may experience in the future, service disruptiangages and other performance problems. Such psafare problems may be due to a va
of factors, including infrastructure changes, hunmansoftware errors and capacity constraints duartooverwhelming number of us
accessing our platform simultaneously. In someaimsts, we may not be able to identify the causeaoses of these performance probl
within an acceptable period of time. If our platfois unavailable when users attempt to accessiitdmes not load as quickly as they exg
users may seek other services to obtain the infiiom#&or which they are looking, and may not rettorour platform as often in the future, o
all. This would negatively impact our ability totraict users and advertisers and increase the fnegueith which they use our website
mobile app.

It may become increasingly difficult to maintaindaimprove the availability of our platform, espdlyiaduring peak usage times, as
solutions become more complex and our user traffi;cases. We expect to continue to make significeuestments to maintain and impri
the availability of our platform and to enable peleases of new features and products. To thenexthat we do not effectively addr
capacity constraints, upgrade our systems as neatibadontinually develop our technology and netwamhitecture to accommodate ac
and anticipated changes in technology, our busiaedoperating results may be harmed.

Our systems and operations are also vulnerablantade or interruption from catastrophic occurrerszesh as earthquakes, fires, flot
power losses, telecommunications failures, terr@tgacks and similar events. Our U.S. corporatieed and one of the facilities we leas
house our computer and telecommunications equiprentocated in the San Francisco Bay Area, a negimwn for seismic activity.
addition, acts of terrorism, which may be target¢dmetropolitan areas that have higher populatiensity than rural areas, could ce
disruptions in our or our local business adversisbusinesses or the economy as a whole. We may netdficient protection or recove
plans in certain circumstances, such as naturabtliss affecting the San Francisco Bay Area, amduosiness interruption insurance ma
insufficient to compensate us for losses that magun Our disaster recovery program contemplatassttioning our platform and data t
backup center in the event of a catastrophe. Aihdhis program is functional, if our primary daenter shuts down, there will be a perio
time that our services will remain shut down whhe transition to the baakp data center takes place. During this time, ¢atfgm may b
unavailable in whole or in part to our users.

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

We currently face, and we expect to face from timdime in the future, allegations that we havelatied the rights of third partie
including patent, trademark, copyright and othéellactual property rights and the rights of cutrand former employees, users and bus
owners. For example, certain of our users have geadaiming that they were in fact Yelp employaad should have received minimum w
for their time spent writing reviews. Other useavé brought suit alleging that we violated theivgcy rights when our mobile app acces
certain data on their mobile devices. Various besses have also sued us alleging that we manipiddpereviews in order to coerce them
other businesses to pay for Yelp advertising.

Companies in the Internet, technology and mediaistites own large numbers of patent and other|@utelal property rights, al
frequently enter into litigation based on allegasicof infringement or other violations of such tghin addition, various “nopracticing
entities” that own patents and other intellectual propemgts often aggressively attempt to assert thehtsign order to extract value frc
technology companies. From time to time, we receice letters from patent holders alleging thatain of our products and services infri
their patent rights. We do not own any patents, dnerefore, may be unable to deter competitorstbers from pursuing patent or ot
intellectual property infringement claims against We presently are involved in numerous patensugts, all of which involve plaintifi
targeting multiple defendants in the same or sinsilats.

Other claims against us can be expected to be nmattee future, and as we face increasing compatiéinod gain an increasingly h
profile, we expect the number of claims againstausccelerate. The results of litigation and clabmsvhich we may be subject cannot
predicted with certainty. Even if the claims argheut merit, the costs associated with defendimgeahtypes of claims may be substantic
terms of time, money and management distractionpdrticular, patent and other intellectual propditigation may be protracted a
expensive, and the results are difficult to predind may require us to stop offering certain fesgupurchase licenses or modify our proc
and features while we develop nimfiringing substitutes or may result in significasgttlement costs. Even if these matters do nafitrés
litigation or are resolved in our favor or withasignificant cash settlements, these matters, amdirte and resources necessary to litiga
resolve them, could harm our business, resultpefations and reputation.

41




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

We use open source software in our products arlcugdél open source software in the future. From tioneéme, we may face claims frc
third parties claiming ownership of, or demandimfease of, the open source software or derivatigeksvthat we developed using s
software (which could include our proprietary saunode), or otherwise seeking to enforce the tefithe applicable open source licel
These claims could result in litigation and cowdduire us to purchase a costly license or ceasemygfthe implicated solutions unless and |
we can re-engineer them to avoid infringement. Tiengineering process could require significant aoloél research and developm
resources. In addition to risks related to licerespiirements, use of certain open source softwamdead to greater risks than use of thiedty
commercial software, as open source licensors géyneio not provide warranties or controls on thigio of software. Any of these risks co
be difficult to eliminate or manage, and, if notleessed, could have a negative effect on our bssiaed operating results.

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

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

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

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

We expect a number of factors to cause our opergtiesults to fluctuate on a quarterly and annual &g, which may make it difficult t
predict our future performance

Our operating results could vary significantly frajparter to quarter and year to year because @friaty of factors, many of which ¢
outside of our control. As a result, comparing operating results on a periodperiod basis may not be meaningful. In additiomtier risl
factors discussed in this section, factors that ommgribute to the variability of our quarterly aadnual results include:

e our ability to attract new local business adverissnd retain existing advertisers;
e our ability to accurately forecast revenue and stéjdl EBITDA, as well as appropriately estimate plath our expenses;
o the effects of changes in search engine placenmeinp@minence;

o the effects of increased competition in our busnes

42




Table of Contents

e our ability to expand successfully in existing mete enter new markets and manage our internatixpansion;
e our ability to maintain and increase traffic to evgbsite and mobile app;
e our ability to manage and integrate successfullyagyuisitions of businesses, solutions or techgiefy such as Qype and SeatMe;

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

e our ability to protect and grow our intellectuabperty;

e our ability to maintain an adequate rate of groarh effectively manage that growth;
e our ability to keep pace with changes in technojogy

e the success of our sales and marketing efforts;

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

e interruptions in service and any related impacbonreputation;

e the attraction and retention of qualified employaerd key personnel;

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

e the impact of fluctuations in currency exchangesat

e changes in consumer behavior with respect to logsinesses;

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

e the effects of natural or man-made catastrophiatsye
o the effectiveness of our internal controls; and

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

Because we recognize most of the revenue from odveatising products over the term of an agreemeatsignificant downturn in ou
business may not be immediately reflected in ousuks of operations.

We recognize revenue from sales of our advertipioglucts over the terms of the applicable agreesnevitich are generally three, six
12 months. As a result, a significant portion af thvenue we report in each quarter is generatead figreements entered into during prev
guarters. Consequently, a decline in new or reneagedements in any one quarter may not signifigantpact our revenue in that quarter
will negatively affect our revenue in future quasteln addition, we may be unable to adjust ouedixosts in response to reduced reve
Accordingly, the effect of significant declinesadvertising sales may not be reflected in our stesrh results of operations.

We rely on the performance of highly skilled perswal, and if we are unable to attract, retain and mate wellqualified employees, ol
business could be harmed.

We believe our success has depended, and contiouedgpend, on the efforts and talents of our emg®ey including our seni
management team, software engineers, marketinggsiohals and advertisisgles staff. Our future success depends on oumncang ability
to attract, develop, motivate and retain highly Iieal and skilled employees. Qualified individuase in high demand, and we may ir
significant costs to attract them. As we mature, ithcentives to attract, retain and motivate emgésyprovided by our equity awards,
example, may not be as effective as in the pasit,fame issue significant equity to attract additd employees, the ownership of our exis
stockholders may be further diluted and our expensay significantly increase.

In addition, the loss of any of our senior managenoe key employees could materially adverselydffair ability to execute our busin
plan, and we may not be able to find adequate cepients. All of our officers and other U.S. empkyare atvill employees, which mea
they may terminate their employment relationshithwis at any time, and their knowledge of our bessnand industry would be extren
difficult to replace. We cannot ensure that we Wil able to retain the services of any membersuofsenior management or other
employees. If we do not succeed in attracting -qualified employees or retaining and motivatingsérg employees, our business couli



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

We regard the protection of our trade secrets, Ggpis, trademarks and domain names as criticautosuccess. In particular, we
maintain, protect and enhance the “Yelgand. We pursue the registration of our domainewmrrademarks and service marks in the U
States and in certain jurisdictions abroad. Westid protect our intellectual property rights leyying on federal, state and common law ri¢
as well as contractual restrictions. We typicallyteg into confidentiality and invention assignmegreements with our employees
contractors, and confidentiality agreements wittiga with whom we conduct business in order tdtlaccess to, and disclosure and us
our proprietary information. However, these cortratarrangements and the other steps we have takmotect our intellectual property n
not prevent the misappropriation or disclosure wiff proprietary information nor deter independentedepment of similar technologies
others.

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

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

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

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

Our platform involves the storage and transmissibaser and business information, some of which tmayrivate, and security breac
could expose us to a risk of loss of this informatiwhich could result in potential liability anididation. Computer viruses, bredaks, malware
phishing attacks, attempts to overload servers daéthial-ofservice or other attacks and similar disruptiomsnfrunauthorized use of compt
systems have become more prevalent in our indusénye occurred on our systems in the past and mayr @n our systems in the future.
may be a particularly compelling target for suckaeits as a result of our brand recognition. AltHoumpne of the disruptions we hi
experienced to date have had a material effectuorbesiness, any future disruptions could leadhteriuptions, delays or website shutdo\
causing loss of critical data or the unauthorizégtldsure or use of personally identifiable or otkenfidential information. Even if v
experience no significant shutdown or no criticaladis lost, obtained or misused in connection waithattack, the occurrence of such attac
the perception that we are vulnerable to such ktatay harm our reputation, our ability to retaxiséng users and our ability to attract r
users. Because the techniques used to obtain wrindith access, disable or degrade service or ggbetstems change frequently, often ar
recognized until launched against a target and onigynate from less regulated and more remote aae@msnd the world, we may be unabl
proactively address these techniques or to impléme@equate preventative measures. User and busine®s accounts and profile pages ci
also be hacked, hijacked, altered or otherwisengdior controlled by unauthorized persons. For g@@mve enable businesses to create
online business accounts and claim the businesiéeppages for each of their business locations. &ty these claims through an automi
telephone verification process, which is desigreedadnfirm that the person setting up the accouaffiated with the business by confirmi
that the person has access to the busisd¢skEphone. Our verification system could faittmfirm that the recipient of the call is an authet
representative of the business, or mistakenly alownauthorized representative to claim the bssiagrofile page.
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Any or all of these issues could negatively impawat ability to attract new users or could deterentr users from returning or reduce
frequency with which consumers and advertisersousesolutions, cause existing or potential adversigo cancel their contracts or subjec
to thirdparty lawsuits or other action or liability, theyebarming our results of operations. Governmenharities could also initiate legal
regulatory actions against us in connection witthsimcidents, which could cause us to incur sigaifit expense and liability or result in orc
or consent decrees forcing us to modify our busimpgactices. For example, we work with thparty vendors to process credit card payn
by certain of our users and local businesses amdudject to payment card association operatirgsruf our security measures fail to pro
this information adequately as a result of emploger, malfeasance or otherwise, or we fail to plymwvith the applicable operating rules,
could be liable to our users and local businessetheir losses, as well as the vendors under grgeanents with them; be subject to fines
higher transaction fees; or face regulatory actidny of these events could cause our users, logalnbsses and vendors to end -
relationships with us, which would harm our busgasd financial results.

*Domestic and foreign laws may be interpreted antf@ced in ways that impose new obligations on usharespect to Yelp Deals, whi
may harm our business and results of operations.

Our Yelp Deals products may be deemed gift cediéis, store gift cards, general-use prepaid cardsher vouchers, or “gift cards,”
subject to, among other laws, the federal Credid@eccountability Responsibility and Disclosure Axft2009 (the “Credit CARD Act"anc
similar federal, state and foreign laws. Many afs laws include specific disclosure requirementspohibitions or limitations on the use
expiration dates and the imposition of certain fées example, the Credit CARD Act requires thdt gards expire no earlier than five ye
after their issue. Yelp Deals are comprised of t@mponents: (i) the purchase value, which is theuarhpaid by the purchaser and which «
not expire, and (ii) the promotional value, whistthie remaining value for which the Yelp Deal carrddeemed during a limited period, wt
typically ends one year after the date of purchdiseontrary to our belief, the Credit CARD Actdsimilar state laws were held to apply to
promotional value component of Yelp Deals, conswmwesuld be entitled to redeem the promotional vaommponent of their Yelp Deals
up to five years after their issue, and we cout fiability for redemption periods that are lelsart five years. Various companies that pro
deal products similar to ours have been subjeatlégations that their deal products are subjeth¢oCredit CARD Act and various state I
governing gift cards and that such companies hanlated these laws as a result of expiration datesother restrictions they have place:
their deals. Lawsuits have also been filed in otbeations in which we sell or plan to sell our ydbeals, such as the Canadian provinc
Ontario, alleging similar violations of provincigislation governing gift cards.

The application of various other laws and regutaito our products, and particularly our Yelp Deatsl Gift Certificates, is uncerta
These include laws and regulations pertaining aimed and abandoned property, partial redemptefands, revenusharing restrictions ¢
certain trade groups and professions, sales armd loital taxes and the sale of alcoholic beverdgasexample, although it is the responsib
of merchants to redeem or refund unexpired Yelpl©aad Gift Certificates that they offer throughr platform, the law might be interpretec
require that we redeem or refund them. Becausehasts alone, and not Yelp, are in a position tokithe redemption of Yelp Deals and (
Certificates, we may not be able to comply withFsacrequirement without substantial and potentiedigtly changes to our infrastructure
business practices. In addition, we may becombeatetermined to be, subject to federal, stateraign laws regulating money transmitter
aimed at preventing money laundering or terroiigricing, including the Bank Secrecy Act, the USATRIOT Act and other similar futu
laws or regulations.

If we become subject to claims or are requiredter @aur business practices as a result of cugefiture laws and regulations, our reve
could decrease, our costs could increase and aindss could otherwise be harmed. In addition,cis and expenses associated
defending any actions related to such additionakland regulations and any payments of relatedlfiesafines, judgments or settleme
could harm our business.
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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 supmarbusiness growth and may require or othenatsgk additional funds to respont
business challenges, including the need to develp features and products or enhance our existiamgices, improve our operati
infrastructure or acquire complementary busineaséestechnologies. Accordingly, we may need to eagagquity or debt financings to sec
additional funds. If we raise additional funds tigb future issuances of equity or convertible demurities, our existing stockholders cc
suffer significant dilution, and any new equity ggties we issue could have rights, preferencespaivileges superior to those of holders of
Class A common stock. Any debt financing we sedarhe future could involve restrictive covenargfating to our capital raising activit
and other financial and operational matters, whitdtly make it more difficult for us to obtain addital capital and to pursue busin
opportunities, including potential acquisitions. \Way not be able to obtain additional financingterms favorable to us, if at all. If we .
unable to obtain adequate financing or financingesms satisfactory to us when we require it, duilitg to continue to support our busin
growth and to respond to business challenges dmukignificantly impaired, and our business maydened.

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

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

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

Significant judgment is required in evaluating ¢ax positions and determining our provision forante taxes. During the ordinary cot
of business, there are many transactions and agileus for which the ultimate tax determinatioruigcertain. For example, our effective
rates could be adversely affected by earnings blewgr than anticipated in countries where we hiawveer statutory rates and higher t
anticipated in countries where we have higher siafurates, by changes in foreign currency exchaatgs or by changes in the relevant
accounting and other laws, regulations, principled interpretations. As we operate in numerousitajirisdictions, the application of tax la
can be subject to diverging and sometimes contlictnterpretations by tax authorities of thesesgidtions. It is not uncommon for tax
authorities in different countries to have conftigt views, for instance, with respect to, amongeotthings, the manner in which the asm’
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 anéhtezpretations of the law are issued or appliedparticular, there is uncertainty
relation to the U.S. tax legislation not only imntes of the future corporate tax rate, but alsoUt®. tax consequences of income derived
income related to intellectual property earned seas in low tax jurisdictions.

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

Changes in tax laws or tax rulings could materialffect our financial position and results of opetians.

The current U.S. administration and key member€arigress have made public statements indicatirtgtdlkareform is a priority. Certa
changes to U.S. tax laws, including limitationstba ability to defer U.S. taxation on earnings mef the United States until those earn
are repatriated to the United States, as well asgds to U.S. tax laws that may be enacted inutuge, could affect the tax treatment of
foreign earnings. In addition, many countries ie #uropean Union, as well as a number of other to@snand organizations such as
Organization for Economic Cooperation and Developtnare actively considering changes to existinglaavs that, if enacted, could incre
our tax obligations in many countries where we dsitbess. Due to the expanding scale of our intemmalt business activities, any change
the taxation of such activities may increase ourdvade effective tax rate and harm our financiasion and results of operations.
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If our goodwill or intangible assets become impaiieve may be required to record a significant chartp earnings

Under GAAP, we review our intangible assets foramnment when events or changes in circumstancésatedthe carrying value may |
be recoverable. Goodwill is required to be tested ifmpairment at least annually. Factors that maycbnsidered include a change
circumstances indicating that the carrying valuewf goodwill or other intangible assets may notdmoverable include declines in our si
price and market capitalization or future cash fiqwojections. We recorded a significant amourgaafdwill related to our acquisition of Qy
in the fourth quarter of 2012 and our acquisitibi®eatMe in the third quarter of 2013. A declineur stock price, or any other adverse ch
in market conditions, particularly if such changsslthe effect of changing one of our critical agstioms or estimates, could result in a ch
to the estimation of fair value that could resultan impairment charge to our goodwill and intafegdssets. Any such material charges
have a material negative impact on our financialitien and operating results.

Risks Related to Ownership of Our Class A Common 8tk

*The dual class structure of our common stock hageteffect of concentrating voting control with thesstockholders who held our stc
prior to our initial public offering, including our founders, directors, executive officers and emmeg and their affiliates, and limiting ot
other stockholders’ ability to influence corporataatters.

Our Class B common stock has 10 votes per shagep@nClass A common stock has one vote per sBaoekholders who hold shares
Class B common stock, including our founders, dies; executive officers and employees and théiiaés, together beneficially own sha
representing approximately 62% of the voting powfour outstanding capital stock as of September28@4. Consequently, the holder:
Class B common stock collectively will continuelde able to control all matters submitted to ouclstelders for approval even though tl
stock holdings represent less than 50% of the andétg shares of our common stock. Because of@ke-1 voting ratio between our Clas:
and Class A common stock, the holders of our CBasemmon stock collectively will continue to contia majority of the combined votil
power of our common stock even when the sharedasfsB common stock represent a small minoritylldditstanding shares of our Clas
and Class B common stock. This concentrated contitblimit our other stockholdersability to influence corporate matters for the tweabl
future, and, as a result, the market price of olas€ A common stock could be adversely affectedurEutransfers by holders of Clas:
common stock will generally result in those shar@sverting to Class A common stock, which will hadke effect, over time, of increasing
relative voting power of those holders of ClassdBnmon stock who retain their shares in the lonmtavhich may include existing founde
officers and directors and their affiliates.

*QOur share price has been and will likely continue be volatile.

The trading price of our Class A common stock hasnb and is likely to continue to be, highly vd&atand could be subject to w
fluctuations in response to various factors, sofm&hich are beyond our control. Between Januar01,3 and September 30, 2014, our C
A common stock’s daily closing price has rangednfr19.70 to $98.04. In addition to the factors désed in this “Risk Factorsection an
elsewhere in this Quarterly Report, factors thay weuse volatility in our share price include:

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

e changes in projected operating and financial result

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

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

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

e additions or departures of key personnel;
e issuance of research or reports by securities stsaly

e fluctuations in the valuation of companies perceibg investors to be comparable to us;
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e sales of our Class A or Class B common stock;
e changes in laws or regulations applicable to olutems;
e share price and volume fluctuations attributablmémnsistent trading volume levels of our shaaest

e general economic and market conditions.

Furthermore, the stock markets recently have expeed extreme price and volume fluctuations thae ledfected and continue to affect
market prices of equity securities of many companiehese fluctuations often have been unrelatedigproportionate to the operat
performance of those companies. These broad mardindustry fluctuations, as well as general enunppolitical and market conditio
such as recessions, interest rate changes oratitaral currency fluctuations, may negatively impdoe market price of our Class A comn
stock. In the past, companies that have experiemoktility in the market price of their stock habeen subject to securities class ac
litigation. For example, in August 2014, we andtaier of our officers were sued in two similar pittatclass action lawsuits alleging violatit
of federal securities laws for making allegedly enilly false and misleading statements. We mayhbdarget of additional litigation of tl
type in the future as well. Securities litigatiogaimst us could result in substantial costs an@rtigur managemeist’attention from oth
business concerns, which could harm our business.

We do not intend to pay dividends for the foreselealnture, and as a result our stockholderability to achieve a return on their investme
will depend on appreciation in the price of our Gla A common stock.

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

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

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

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

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

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

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

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

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

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

o reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giterny our stockholders to replace or remove oureot management by making it m
difficult for stockholders to replace members of board of directors, which is responsible for a@pfing the members of our managemen
addition, because we are incorporated in Delawageare governed by the provisions of Section @0Bie Delaware General Corporation L
which generally prohibits a Delaware corporatioanir engaging in any of a broad range of businessbgwtions with any “interested”
stockholder for a period of three years followihg tlate on which the stockholder became an “intied&stockholder.
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If securities or industry analysts do not publistesearch or reports about our business, or publishgative reports about our business,
share price and trading volume could declir

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

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

Sales of a substantial number of shares of oursGlasommon stock in the public market, particulssbles by our directors, officers ¢
employees and significant stockholders, or the gion that these sales might occur, could deptessnarket price of our Class A comn
stock and could impair our ability to raise capttalough the sale of additional equity securitiss.of September 30, 2014, we had 62,447
shares of Class A common stock and 10,030,034 sloér€lass B common stock outstanding. Althoughulalip market exists for our Class
common stock only, shares of Class B common stoelgenerally convertible into an equivalent numtifeshares of Class A common stoc
the option of the holder or upon transfer (subjeatertain exceptions).

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

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

In addition, changing laws, regulations and stamslaelating to corporate governance and publiclaisce are creating uncertainty
public companies, increasing legal and financiahplance costs and making some activities more Goressuming. These laws, regulations
standards are subject to varying interpretatiamsnany cases due to their lack of specificity, a®la result, their application in practice |
evolve over time as new guidance is provided bylagry and governing bodies. This could resultcontinuing uncertainty regardi
compliance matters and higher costs necessitatenh@pging revisions to disclosure and governancetioes. We intend to invest resource
comply with evolving laws, regulations and standamhd this investment may result in increased gé¢r@ed administrative expenses ai
diversion of management’s time and attention fr@venuegenerating activities to compliance activitiesolfr efforts to comply with ne
laws, regulations and standards differ from thevdigs intended by regulatory or governing boddrse to ambiguities related to pract
regulatory authorities may initiate legal proceegilmagainst us and our business may be harmed.

Being a public company that is subject to thesesraind regulations makes it more expensive foo @btain and retain director and offi
liability insurance, and we may in the future beguieed to accept reduced coverage or incur subalignhigher costs to obtain or ret:
adequate coverage. These factors could also makeréd difficult for us to attract and retain quigd members of our board of directors
qualified executive officers.
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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 oiffig, in which we sold 8,172,500 shares of Clagsofmon stock at a price to the pu
of $15.00 per share. The aggregate offering pucesiiares sold in the offering was approximatel22s8@ million. The offer and sale of all
the shares in the initial public offering were stgred under the Securities Act pursuant to a tragiisn statement on Form S-1 (File No. 333
178030), which was declared effective by the SECFebruary 16, 2012. Our use of proceeds to datebbas as described in our fi
prospectus (the “Prospectudiled with the SEC pursuant to Rule 424(b) undex 8ecurities Act on March 2, 2012, and has incluithe
approximately $24.3 million cash portion of the ghase price of Qype and the approximately $2.Janiltash portion of the purchase pric
SeatMe. There has been no material change in #mn@d use of proceeds from our initial public offgras described in the Prospectus.
have invested the funds received that have ndigen utilized in registered money market funds.

Issuer Purchases of Equity Securities

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

Total Number of

Shares Maximum

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

Period Purchased®  per Share Programs or Programs
July 1 - July 31, 2014 — — — —
August 1 — August 31, 2014 489: $ 80.3( — —
September 1 — September 30, 2014 — — — -
Total 489: $ 80.3( — —

(1) Represents shares withheld to satisfy tax withimgldibligations in connection with the vesting ofpdoyee restricted stock awards ur
our 2012 Equity Incentive Plan, as amenc

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 ExHitmiex immediately following the signatt
page of this report and is incorporated into ttésnl 6 by reference.
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SIGNATURES

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

YELP INC.

Date: October 24, 2014 /s/ Rob Krolik
Rob Krolik
Chief Financial Officer
(Principal Financial and Accounting Officer and QuAuthorized Signatory
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EXHIBIT INDEX
Filed
Incorporated by Reference Herewith
Exhibit
Number Exhibit Description Form File No. Exhibit  Filing Date
3.1 Amended and Restated Certificate of Incorporatio¥iedp Inc. 8-K 001-35444 3.1 3/9/2012
3.2 Amended and Restated Bylaws of Yelp Inc. 1/8- 333-17803( 3.4 2/3/2012
4.1 Reference is made to Exhibits 3.1 and 3.2.
4.2 Form of Class A Common Stock Certificate. S-1/A 333-17803( 4.1 2/3/2012
4.2  Form of Class B Common Stock Certificate. S-1/A  333-17803( 4.2 2/3/2012
10.1 Lease, dated July 31, 2014, by and between Yelpaimt 11 8-K 001-35444 10.1 8/6/2014
Madison Avenue LLC.
31.1 Certification pursuant to Rule 13a-14(a)/15d-14(a). X
31.z Certification pursuant to Rule 13a-14(a)/15d-14(a). X
32.11 Certifications of Chief Executive Officer and Chlghancial X
Officer.
101.INS  XBRL Instance Document. X
101.SCt XBRL Taxonomy Extension Schema Document. X
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntne X
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen X
101.LAB  XBRL Taxonomy Extension Labels Linkbase Document. X
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Doenin X

t  The certifications attached as Exhibit 32.1 accamyghis Quarterly Report on Form ID-are not deemed filed with the Securities
Exchange Commission and are not to be incorporayerkeference into any filing of Yelp Inc. under tBecurities Act of 1933,
amended, or the Securities Exchange Act of 1934nanded, whether made before or after the datesoQuarterly Report on Fol
1C-Q, irrespective of any general incorporation larggueontained in such filing




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

1. | have reviewed this Quarterly Report on Form 16fQelp Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistaie a material fact necessar
make the statements made, in light of the circuntgta under which such statements were made, nigadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, ather financial information included in this refpdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15)) and internal control over financial repagtifas defined in Exchange Act Rt
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresaased such disclosure controls and procedurdm tdesigned under ¢
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financial réjpgr;, or caused such internal control over finah@gorting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting arile preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registsandisclosure controls and procedures and presémtinis report our conclusions ab
the effectiveness of the disclosure controls arateuaures, as of the end of the period covered Isy réport based on su
evaluation; an

d) Disclosed in this report any change in the regigtsainternal control over financial reporting that¢curred during the registrast’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an Annuab®® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosedsed on our most recent evaluation of internakrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrastboard of directors (or persons performing theivedent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
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 involveamagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: October 24, 2014

/sl Jeremy Stoppelman
Jeremy Stoppelman
Chief Executive Officer




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

1. | have reviewed this Quarterly Report on Form 16fQelp Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistaie a material fact necessar
make the statements made, in light of the circuntgta under which such statements were made, nigadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, ather financial information included in this refpdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15)) and internal control over financial repagtifas defined in Exchange Act Rt
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresaased such disclosure controls and procedurdm tdesigned under ¢
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financial réjpgr;, or caused such internal control over finah@gorting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting arile preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registsandisclosure controls and procedures and presémtinis report our conclusions ab
the effectiveness of the disclosure controls arateuaures, as of the end of the period covered Isy réport based on su
evaluation; an

d) Disclosed in this report any change in the regigtsainternal control over financial reporting that¢curred during the registrast’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an Annuab®® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosedsed on our most recent evaluation of internakrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrastboard of directors (or persons performing theivedent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
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 involveamagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: October 24, 2014

/s/ Rob Krolik
Rob Krolik
Chief Financial Officer




E xHiBIT 32.1

CERTIFICATION

Pursuant to the requirement set forth in Rule 18@)lof the Securities Exchange Act of 1934, asraited (the “Exchange Act”anc
Section 1350 of Chapter 63 of Title 18 of the Udiftates Code (18 U.S.C. § 1350), Jeremy Stoppel@tzinf Executive Officer of Yelp In
(the “Company”), and Rob Krolik, Chief Financialfiaer of the Company, each hereby certifies thmthe best of his knowledge:

1. The Company’s Quarterly Report on Form QCfer the period ended September 30, 2014, to wthichCertification is attached
Exhibit 32.1 (the"Quarterly Repo”), fully complies with the requirements of Sectiond)3¢r Section 15(d) of the Exchange Act; i

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

In Witness Whereof, the undersigned have set taids hereto as of the $4lay of October, 2014.

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

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




