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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)

March 31, December 31
2014 2013

Current assets:

Accounts receivable (net of allowance foulolful accounts of $899 and $810
at March 31, 2014 and December 31, 201pecti/ely) 21,37¢ 21,313

Goodwill 59,63t 59,69(
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Accrued liabilities 23,99 19,00

Total current liabilities 27,75¢ 24,98¢

Common stock, $0.000001 par value—500,0@Dgb@res authorized;
71,552,141 and 70,874,493 shares issueduatsthnding at
March 31, 2014 and December 31, 2013, reisehc

Accumulated other comprehensive income 3,10z 3,18¢

See notes to condensed consolidated financiahstatks.






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

Three Months Ended
March 31,
2014 2013

Costs and expenses:

Sales and marketing 45,12 28,19«

General and administrative 13,17¢( 8,76¢

Restructuring and integration — 67¢

Other income (expense), net 2 (207)

Benefit (provision) for income taxes 1,971 (4

=

Basic $ (0.0 $

~—
o
o
Nas

Basic 71,17 63,73

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

Net loss
Other comprehensive income (loss):

Foreign currency translation adjustments
Other comprehensive income (loss)

Comprehensive loss

See notes to condensed consolidated financiahséms.
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INCOME (LOSS)

Three Months Ended March 31,

2014 2013

$ (2,63%) (4,799
(84) (1,709
(84) (1,709)

$ (2,719 (6,509)




OPERATING ACTIVITIES:
Net loss

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

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

operating activities:

Depreciation and amortization
Provision for doubtful accosiaind sales returns
Stock-based compensation
Loss on disposal of assetswagbisite development costs
Excess tax benefit from shaased award activity
Changes in operating assetdiabhilities:

Accounts receivable

Prepaid expenses ahdraassets

Accounts payable ancraed expenses

Deferred revenue

Net cash prowdsy (used in) operating activities

INVESTING ACTIVITIES:

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

Change in restricted cash

Net cash usethiresting activities

FINANCING ACTIVITIES:

Proceeds from exercise of employee stocionpt
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—EnNd of period

SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW

INFORMATION:

Cash paid for income taxes, net of refunds

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND

FINANCING ACTIVITIES:

Purchases of property and equipment recardadcounts payable and

accruals

Three Months Ended March 31

2014 2013
$ (2,635 $ (4,799
3,661 2,47¢
1,18¢ 551
9,45¢ 5,16(
— 50
(39) —
(1,249 (1,209
(5,92¢) (1,519
5,30¢ (1,17¢
(43¢) 281
9,32¢ (174
(4,246 (94%)
(1,597) (969
(397) —
(6,23%) (1,919
6,73t 1,657
39 —
(367) (81)
6,41% 1,57¢
55 (11€)
9,55¢ (62¢€)
389,76 95,12«
$ 399,32( % 94,49¢
$ 118 $ 13
$ 1,88C % 1,29¢



Goodwill measurement period adjustment — 1,15:

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

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Yelp Inc. was incorporated in Delaware on Septen3h@004. Except where specifically noted or thetert otherwise requires, the us:
terms such as the “Company” and “Yelp“"these Notes to Condensed Consolidated FinaBta&éments refers to Yelp Inc. and its subsidie

Yelp connects people with great local businessedp’¥ users have contributed millions of reviews of @dtmevery 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 condensed consolidated finantaédreents are unaudited. These unaudited interidertsed consolidated finan:
statements have been prepared in accordance withu@iing principles generally accepted in the Uhigtates of America (“GAAP"anc
applicable rules and regulations of the U.S. Séesriand Exchange Commission (“SEG8garding 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”yhe condensed consolidated balance sheet as ofribec81, 2013 included herein was derived fron
audited consolidated financial statements as dfdhte but does not include all disclosures reguing GAAP, including notes to the financ
statements.

The unaudited interim condensed consolidated fiahrstatements have been prepared on the same dmdlse audited consolida
financial statements and, in the opinion of managdminclude all adjustments of a normal recurmadure necessary for the fair present:
of the interim periods presented.

Significant Accounting Policies

There have been no material changes to our signifiaccounting policies, as compared to the sicanifi accounting policies describes
the Annual Report.

Principles of Consolidation

These condensed consolidated financial statememtside the accounts of the Company and its whmlyied subsidiaries. /
intercompany accounts and transactions have baamated in consolidation.

Use of Estimates

The preparation of the Compasytondensed consolidated financial statements rifoomity with GAAP requires management to m
estimates and assumptions that affect the repartemlints of assets and liabilities and disclosueafingent assets and liabilities at the da
the condensed consolidated financial statementshendeported amounts of income and expenses dtirengeporting period. These estim:
are based on information available as of the datheunaudited condensed consolidated financékstents; therefore, actual results ¢
differ from management’s estimates.

2. FAIR VALUE OF FINANCIAL INSTRUMENTS
The accounting guidance for fair value measuremaidsitizes the inputs used in measuring fair ealuthe following hierarchy:
Level 1—Observable inputs, such as quoted prices in aotaekets,
Level 2—Inputs other than the quoted prices in active ret@rkhat are observable directly, or

Level 3—Unobservable inputs in which there is little ormarket data, which requires the Company to devigdopwn assumptions.
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This hierarchy requires the Company to use obsérvabrket data, when available, and to minimizeuse of unobservable inputs wl
determining fair value. On a recurring basis, tlen@any measures its financial assets at fair vdlne.Companys investment instruments .
classified within Level 1 of the fair value hierbycbecause they are valued using quoted pricestiveamarkets.

The following table represents the Comparfyhancial instruments measured at fair valuefddarch 31, 2014 and December 31, 201.
thousands):

March 31, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Money market funds(1) $360,71¢ $ — $ — $360,71¢ $36069( $ — $ — $360,69(

(1) Included in cash and cash equivalents on theeased consolidated balance sheets.

3. ACQUISITIONS
SeatMe, Inc.

On July 24, 2013, the Company acquired SeatMe,(IS@atMe”).In connection with the acquisition, all of the datsling capital stoc
and options to purchase capital stock of SeatM@ wenverted 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 shase¥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
Company’s website with minimal product and engimegwork.

The acquisition was accounted for as a businesbicaion in accordance with Accounting Standarddifization Topic 805, “Busines
Combinations”(*ASC 805"), with the results of SeatMebperations included in the consolidated finanstialements starting on July 24, 2(
The following table summarizes the consideratioit ffar SeatMe and the preliminary allocation of thechase price, based on the estin
fair value of the assets acquired and liabilitissusned at the acquisition date (in thousands):

July 24, 2013
Fair value of purchase consideration:
Cash:
Distributed to SeatMe equity holders $ 2,057
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 $ 5€
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¢




Estimated useful lives of the intangible assetuimed 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 ahtrine basis, which reflects the pattern in which éltenomic benefits of the intangi
assets are being utilized. The goodwill resultsnfthe 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 acquisiti@ve 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 wholned subsidiary, Yelp Ireland Ltd., completed dlequisition of all the outstandi
equity interests of Qype GmbH and its subsidiafoeslectively, “Qype”)for approximately $24.3 million in cash and Yelpa€8 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 $9.5 million as of March 31, 2014 eTécquisition was accounted for as a business catibin in accordance with ASC 8
with the results of Qyps’operations included in the consolidated finansiatements starting on October 23, 2012. The &etpfs underlyin
the acquisition were to secure an established Earomarket presence, obtain Qype’s content arfitteafd the opportunity for expansion.

In October 2012, following the acquisition of Qyplee Company announced its plan to reduce theosittee Qype workforce and termin
several of Qype’'s leases. These actions were madweder to reduce the Compagytost structure, enhance operating efficiencied
strengthen the Company’s business to achieve temg-profitable growth. As a result of this plane tCompany incurred restructuring cha
during the fourth quarter of 2012 and the 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 immaterial@sMarch 31, 2014 and as of December 31, 2013.

4. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as of March 31, 201&€andmber 31, 2013 consist of the following (in thands):

March 31, December 31

2014 2013
Cash and cash equivalents
Cash $ 3860: $ 29,07«
Money market funds 360,71¢ 360,69(
Total cash and cash equivalents $ 399,32( $ 389,76«

In addition, the lease agreements for certain @Qbmpanys offices require the Company to maintain lettérsredit issued to landlords
each facility. Each letter of credit is subjecrémewal annually until the applicable lease expined is collateralized by restricted cash. A
March 31, 2014 and December 31, 2013, the Compauy rhstricted cash in the aggregate amount of #8lifon and $3.2 million
respectively, related to such letters of credit.




5. PROPERTY, EQUIPMENT AND SOFTWARE, NET

Property, equipment and software, net as of Mafgt2814 and December 31, 2013 consist of the fatigyin thousands):

March 31, December 31,
2014 2013
Computer equipment $ 1396C $ 13,34¢
Software 622 541
Capitalized website and internally developed saftw@osts 15,80¢ 13,87¢
Furniture and fixtures 4,592 4,38¢
Leasehold improvements 16,31z 13,98«
Telecommunication 2,371 2,17¢
Total 53,66 48,31¢
Less accumulated depreciation (20,369 (17,657
Property, equipment and software, net $ 3329t $ 30,66¢

Depreciation expense for the three monthseiMich 31, 2014 and 2013 was approximately $2lBomiand $1.7 million, respectively.
6. GOODWILL AND INTANGIBLE ASSETS

The Companys goodwill is the result of the acquisition of Qype October 23, 2012 and the acquisition of Seatduly 24, 2013, ai
represents the excess of purchase consideratiorttavéair value of assets and liabilities acquired

The changes in the carrying amount of goodwill digthe three months ended March 31, 2014 werellasvio(in thousands):

Balance as of December 31, 2013 $ 59,69(
Effect of currency translation (55)
Balance as of March 31, 2014 $ 59,63t

Intangible assets at March 31, 2014 and Decemhe2@B consist of the following (dollars in thoudah

Weighted
Gross Net Average
Carrying Accumulated  Carrying  Remaining

Amount Amortization Amount Life

March 31, 2014:
Content $ 3421 % 9849 $ 2,43% 3.6 years
Advertiser relationships 2,051 (1,479 577 0.6 years
Developed technology 1,85(C (5449) 1,30¢ 4.7 years
Trade name and other 553 (34%) 20¢ 0.9 years
Domains 25C (163 87 3.8 years
$ 8,12t $ (3510 $ 4,61

Weighted
Gross Net Average
Carrying Accumulated  Carrying  Remaining

Amount Amortization Amount Life

December 31, 2013:

Content $ 341 % 811) $ 2,60 3.8 years
Advertiser relationships 2,04¢ (1,219 831 2.0 years
Developed technology 1,851 (422 1,42¢ 4.8 years
Trade name and other 553 (27€) 277 1.1 years

Domains 25C (1549) 9€ 3.9 years



Amortization expense was $0.6 million and $@iBion for the three months ended March 31, 28hd 2013, respectively.
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As of March 31, 2014, the estimated future amatitraof purchased intangible assets for (i) theaimg nine months of 2014, (ii) eact
the succeeding four years and (iii) the succeefilftigyear and thereafter are as follows (in thowds):

Year Ending December 31, Amount
2014 (from April 1, 2014) $ 1,601
2015 95¢
2016 91¢
2017 78t
2018 227
2019 and thereafter 12€
Total amortization $ 4,61t

7. ACCRUED LIABILITIES
Accrued liabilities as of March 31, 2014 and Decentil, 2013 consist of the following (in thousands)

March 31, December 31,

2014 2013

Accrued employee related expenses $ 387« % 1,78¢
Accrued vacation 3,83¢ 2,95(
Accrued bonus and commissions 4,09( 3,701
Deferred rent 457 29¢
Accrued legal 1,00z 65€
Accrued taxes 1,67¢ 1,83
Accrued payroll tax 1,871 1,50¢
Merchant revenue share liability 1,64¢ 932
Fixed asset purchase commitments 72€ 2,24
Other accrued expenses 4,80¢ 3,08¢

Total $ 2399 $ 19,00¢

8. OTHER INCOME (EXPENSE), NET
Other income (expense), net for the three montle@March 31, 2014 and 2013 consists of the folligw(in thousands):

Three Months Ended

March 31,
2014 2013
Interest income $ 34 % 14
Transaction gain (loss) on foreign exchange (49 (162)
Other non-operating income (loss), net 13 (53
Other income (expense), net $ @2 $ (207

9. COMMITMENTS AND CONTINGENCIES

Office Facility Leases— The Company leases its office facilities under afieg lease agreements that expire from Novemba# 2¢
September 2021. Certain lease agreements provideeidal payments on a graduated basis. The Comparognizes rent expense o
straight-line basis over the lease period.

Rental expense was $3.6 million and $1.6 milliontfee three months ended March 31, 2014 and 2@%Bectively.

Legal Proceedings— The Company is subject to legal proceedings ariginthe ordinary course of business. Although tbsults o
litigation and claims cannot be predicted with aertly, 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.
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In February and March 2010, the Company was suédadrputative 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 consadliotagan action asserting claims for violation o& Balifornia Business & Professions C¢
extortion and attempted extortion based on the ecinthey allege and seeking monetary relief in mspecified amount and injunctive relief
October 2011, the court dismissed this consolidatidbn with prejudice. The plaintiffs have appéate the U.S. Court of Appeals for
Ninth Circuit, which heard the appeal on July 1012 The Ninth Circuit has not yet issued a denisfccordingly, the Company is currer
unable to reasonably estimate either the probglafitncurring a loss or an estimated range of dash, if any, from this appeal.

In March 2011, the Company was sued in an actioheatralf of certain current and former employeegrdisg) claims for violations of tl
federal Fair Labor Standards Act, the CalifornidbbduaCode and the California Business & Professi@ode seeking monetary relief in
unspecified amount. In December 2012, the couneidsa judgment giving final approval to a settletmarthis 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.

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

While the outcome of these matters cannot be prestliwith certainty, the Company does not beliewa the outcome of any claims un
indemnification arrangements will have a materfide on the Company’s financial position, resafperations or cash flows.

10. STOCKHOLDERS'’ EQUITY
Follow-on Offering

In October 2013, the Company closed a followeffering of 4,312,500 shares of its Class A camrstock (inclusive of 562,500 share
Class A common stock from the full exercise of tlverallotment option of shares granted to the umdtars). The public offering price of t
shares sold in the offering was $67.00 per shahe fbtal gross proceeds from the offering to thenfany were $288.9 million. Aft
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 authordzetlissued and outstanding as of the periods pgezken

March 31, 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 60,908,20 200,000,00 59,163,13
Class B common stock, $0.000001 par value 100,000,00 10,643,93 100,000,00 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 ggeiy incentive plans: the Amended and Resta@@b Equity Incentive Plan (the00t
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”pll shares that were reserved under the 2011 Riandi issued were assumed by the :
Plan. No further awards will be granted pursuanh&®2011 Plan. All outstanding stock awards unker2011 Plan continue to be governe
their existing terms. Under the 2012 Plan, the Camgphas the ability to issue incentive stock opgtjomonstatutory stock options, stc
appreciation rights, restricted stock awards (“R$Asestricted stock units (“RSUs”)performance units and/or performance sh
Additionally, the 2012 Plan provides for the grahperformance cash awards to employees, direatmsconsultants.
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Stock Options

Stock options granted under the 2012 Plan are eplaatta price per share not less than the fairevatidate of grant. Options granted to
generally vest either over a foyear period with 25% vesting at the end of one yeat the remaining vesting monthly thereafter, wera
four-year period with 10% vesting over the first yedl¥®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 @aptctivity for the three months ent
March 31, 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 11,101,1¢ $ 18.2¢ 817 $ 562,85!
Granted 97,75( 83.6:
Exercised (657,47 10.2¢
Canceled (143,57() 33.8¢
Outstanding — March 31, 2014 10,397,87 $ 19.1¢ 797 $ 601,45¢
Options vested and expected to vest as of MarcR@4 9,836,56! $ 18.5¢ 79 % 574,35¢
Options vested and exercisable as of March 31, 2014 3,804,060 $ 10.14 7.08 % 254,08

Aggregate intrinsic value represents the differelmesveen the closing price of the Companglass A common stock on the New Y
Stock Exchange on March 31, 2014 of $76.93 anceMeecise price of outstanding, in-theney options. The total intrinsic value of opti
exercised was approximately $52.0 million and $1#6illion for the three months ended March 31, 2@hd 2013, respectively. The weighted
average grant date fair value of options granted $45.83 and $12.19 per share for the three mamided March 31, 2014 and 2C
respectively.

As of March 31, 2014, total unrecognized compensatiosts, adjusted for estimated forfeitures, eeldb unvested stock options \
approximately $75.5 million, which is expected ®recognized over a weighted-average time pericis# years.

RSUs and RSAs

The cost of RSUs and RSAs are determined usindaiheralue 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 ye®l the remaining vesting quarterly or annualbréiafter
or over a fouryear period with 10% vesting over the first yedd%®vesting over the second year, 30% vesting dwerthird year and 40
vesting over the fourth year.

A summary of RSU and RSA activity for the three tingrended March 31, 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¢ 73,47C $ 9.41
Granted 139,30! 79.71 — —
Released (21,26) 32.2¢ (9,68) 9.1¢
Canceled (15,039 52.6¢ — —
Unvested—March 31, 2014 546,60° $  53.8¢ 63,78: g 9.4t
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As of March 31, 2014, the Company had apprakéhy $26.4 million of unrecognized stoblksed compensation expense, net of estir
forfeitures, related to RSUs and RSAs, which wal tecognized over the remaining weightegrage vesting period of approximately .
years.

Employee Stock Purchase Plan

Concurrent with the effectiveness of the underwgitagreement in connection with the IPO on Marci2d12, the Compang’ 201.
Employee Stock Purchase Plan (the “ESPP”) becafaetiwke. The ESPP allows eligible employees to pase shares of the Compasiflas
A common stock at a discount through payroll 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 dffgrperiod. Th
Company initiated an offering under the ESPP ore8in2013, with a 2#4ionth duration and purchase periods every six nsorthe firs
purchase period ended on November 29, 2013. A rifasirgg was initiated starting December 2, 2013hvéd 24month duration and purche
periods every six months. The first purchase peniidend in May 2014. There were no shares puretidsy employees under the ESPP dt
the quarter ended March 31, 2014. The Company reped $1.1 million of stockased compensation related to the ESPP duringuhea
ended March 31, 2014.

Stock-Based Compensation

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

Three Months Ended March 31,

2014 2013
Stock-based compensation effects in loss befokiectaxes:

Cost of revenue $ 15C % 72
Sales and marketing 3,39 1,98¢
Product development 3,04: 81¢
General and administrative 2,861 1,72¢
Restructuring and integration — 55¢

Total stock-based compensation $ 9,45¢ $ 5,16(

During the three months ended March 31, 2013, theng2iny recognized $0.6 million of stobksed compensation related to
acceleration of vesting of RSUs associated with @ype restructuring plan described in Note 3. Thmm@any capitalized stodkase!
compensation as website and internal use softwaarelobment costs of $0.3 million and $0.1 milliorthe three months ended March 31, -
and 2013, respectively.

11. NET LOSS PER SHARE

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

The Company’s weightedverage unvested shares subject to repurchasestifedngnt in shares of common stock upon vesting hiag
non-orfeitable right to receive dividends on an edoasis with common stock and therefore are consideaeticipating securities that must
included in the calculation of net loss per shaiegithe two-class method in all presented periods.
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The following table presents the calculation ofibasid diluted net income (loss) per share (in samals, except per share data):

Three Months Ended March 31,
2014 2013
Class A Class B Class A Class B
Net loss attributable to common stockholc $ 221y $ (419 $ (1,765 $ (3,03

Basic shares:

Weighted-average common shares outstanding 59,86¢ 11,30: 23,43 40,29¢
Diluted shares:

Weighted-average shares used to computedilu

net loss per share 59,86¢ 11,30: 23,43¢ 40,29¢
Net loss per share attributable to common stocldrsl

Basic $ 0.0 % 0.0 3 (0.08 $ (0.0¢)

Diluted $ 0.0 ¢ 0.0 $ 0.0 $ (0.0¢)

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

Three Months Ended March 31,

2014 2013
Stock options 10,39¢ 11,43(
Restricted stock units 547 311
Restricted stock awards 64 10€
Employee stock purchase plan 89 —

12. INCOME TAXES

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

The Company recorded an income tax benefit of apmately $2.0 million and an income tax expenseé#4,000 for the three mon
ended March 31, 2014 and 2013, respectively. Thédaefit for the three months ended March 31, 204 primarily due to recognition of
income tax benefit of approximately $2.0 milliodated to the release of valuation allowance oniforeet operating losses. The tax exp
for the three months ended March 31, 2013 relatddreign income taxes and state minimum taxese@as the available objective evide
during the three months ended March 31, 2014, nemegt believes it is more likely than not that tive benefits of the U.S. losses incu
during the three months ended March 31, 2014 map@oealized by the end of the 2014 fiscal yeacadkdingly, the Company did not rec
the tax benefits of the U.S. losses incurred duttirgthree months ended March 31, 2014. The primidfigrence between the effective tax
and the federal statutory tax rate relates to thkation allowances on certain of the Compangét operating losses, foreign tax
differences, meals and entertainment and non-dibdieistock-based compensation expense.

As of March 31, 2014, the total amount of grosseoognized tax benefits was $1.8 million, $1.6 milliof which is subject to a fi
valuation allowance and would not affect our effectax rate if recognized. Included in the balantenrecognized tax benefits as of Me
31, 2014, is an immaterial amount of tax benefitg,tif recognized, would affect the effective take. As of March 31, 2014, the Company
an immaterial amount related to the accrual ofre@gtand penalties. During the three months endactiM31, 2014, the Compasygros
unrecognized tax benefits increased by $70,000,08800f which would affect our effective tax rategcognized. The Company does not |
any tax positions as of March 31, 2014 for whichsitreasonably possible that the total amount okgrunrecognized tax benefits
significantly increase or decrease within the riéxmonths.

13. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to be @wengs 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 i0éf reviews financial informatic
presented on a consolidated basis, accompaniedfdaynation about revenue by product line and gqagcaregion for purposes of allocat
resources and evaluating financial performa
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The Company has one business activity and therm@msegment managers who are held accountablepfations, operating results
plans for levels or components below the consaidamit level. Accordingly, the Company has deteedithat it has a single operating
reporting segment.

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

Net Revenue

Three Months Ended March 31,

2014 2013
Net revenue by produc
Local advertising $ 65,19t $ 38,961
Brand advertising 7,45k 4,75¢
Other services 3,751 2,40¢
Total $ 76,407 $ 46,13

During the three months ended March 31, 2014 ari8,28 substantial majority of the Compasyevenue was generated in the Ur
States. In addition, no individual customer accedrfor 10% or more of consolidated net revenudtireeperiod.

Long-Lived Assets

March 31, December 31,

2014 2013
United States $ 3181t $ 29,18t¢
All Other Countries 3,96¢ 1,78¢
Total long-lived assets $ 3578t $ 30,97:
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ITEM 2. MANAGEMENT ’SDISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and anslgéour financial condition and results of opécats in conjunction with our condens
consolidated financial statements and related nafgsearing elsewhere in this Quarterly Report omnrd.0-Q.

Forward Looking Information

This Quarterly Report on Form 10-Q contains forwimaking statements that involve risks amttertainties, as well as assumptions th
they never materialize or prove incorrect, couldseaour results to differ materially from those r@gsed or implied by such forwalabking
statements. The statements contained in this QlyaReport on Form 10-Q that are not purely histakiare forwardeoking statements with
the meaning of Section 27A of the Securities Acl®83, as amended, and Section 21E of the SesuBtiehange Act of 1934, as amen
(the “Exchange Act”). Forward-looking statements aften identified by the use of words such as,rmitlimited to, “anticipate,” “believe,”
“can,” “continue,” “could,” “estimate,” “expect,” ihtend,” “may,” “might,” “plan,” “project,” “seek,”“should,” “strategy,” “target,” “will,”
“would” and similar expressions or variations irded to identify forwardeoking statements. These statements are baseldedbetiefs an
assumptions of our management based on informatioently available to management. Such forwlanking statements are subject to ri
uncertainties and other important factors that @@ause actual results and the timing of certaenesvto differ materially from future rest
expressed or implied by such forwdobking statements. Factors that could cause atriboite to such differences include, but are nwitkc
to, those identified below and those discussedénsection titled “Risk Factorshcluded under Part II, Iltem 1A below. Furthermaosact
forwarddooking 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.Sers have contributed a total of approximab&yd million cumulative reviews
almost every type of local business, from restagrdsoutiques and salons to dentists, mechanigsmhmrs 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 fongsumers and businesses alike. Approximately 132I®n unique visitors used our webs
according to Google Analytics, a product that pdegi digital marketing intelligence, and our molaifgplication was used on approxima
10.9 million unique mobile devices on a monthly rage basis during the quarter ended March 31, 2Blidinesses of all sizes use
platform to engage with consumers at the criticahmant when they are deciding where to spend themay. Our business revolves aro
three key constituencies: the communities of cbatdrs who write reviews, the consumers who reathtiand the local businesses that
describe.

Our success is primarily the result of significamtestment in our communities, employees, contersnd 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 produtsour website and mobile applications. For example added an easy way for usel
book online reservations at local restaurants aard through our acquisition of SeatMe, Inc., a wafd apphased reservation solution
restaurant and nightlife establishments (“SeatMe”).

We also plan to continue investing in additionaingstic and international markets. As of March 31,4 we are active in 61 Yelp mark
in the United States and 59 Yelp markets intermally. This footprint represents a small portiontle¢ potential domestic and internatic
markets that we are currently targeting for expamsDur domestic expansion plans include growthunexisting markets as well as expan
into new markets, many of which are smaller thanaurent markets, as we look to expand our breafltoverage. Internationally, as we
in the early stages of establishing our footpnive, are targeting a mix of both large and small retrkFor the three months ended Marct
2014, revenue generated internationally accourdethfee percent of our total revenue.

While our core local advertising business in thetéth States has a significant and growing baseewénue, 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 thaidprancremental value to our advertisers and kassinpartners. In 2013,
introduced the Yelp Platform, which allows consusné transact directly on Yelp through partnershipth third parties. We have a
announced partnerships that we expect to go liveOitd that will provide consumers with the abilitycomplete transactions ranging fi
scheduling yoga sessions to making dentist appeintsn all without leaving the Yelp Platform.

Our overall strategy is to invest for longrm growth. During 2014, we expect to continueteest heavily in our sales and marketing eff
to grow domestically and internationally and counénthe integration of SeatMe. As of March 31, 204, had 2,154 employees, wh
represents an increase of 46% compared to March(3B.
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Critical Accounting Policies and Estimates

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

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

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

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 projest@nd make strategic decisions.

e ReviewsNumber of reviews represents the cumulative nundbereviews submitted to Yelp since inception, asttef period en
including reviews that are not recommended or Hzate been removed from our platform. In additiorthte text of the review, ea
review includes a rating of one to five stars. Welude reviews that are not recommended and thet haen removed because a
them are either currently accessible on our platfor were accessible at some point in time, progdnformation that may be use
for users to evaluate businesses and individuawers. Because our automated recommendation seftvaatinually reassesses wt
reviews to recommend based on new information;iseommended” or “not recommendesifatus of reviews may change over ti
Reviews that are not recommended or that have fmeaved do not factor into a busineseverall star rating. By clicking a link ol
reviewed business’page on our website, users can access the rethetvare not recommended for the business, asasethe st:
rating and other information about reviews thatresmoved for violation of our terms of service. AsMarch 31, 2014, approximate
52.9 million reviews were available on businesdif@@ages, including approximately 13.5 milliorviews that were not recommend
after accounting for 4.0 million reviews that hageh removed from our platform, either by us fodation of our terms of service or
the users who contributed them.

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

As of March 31,

2014 2013
(in thousands)
Reviews 56,90t 39,10t

e Unique Visitors.Unique visitors represent the average number ofthipmnique visitors over a given thregenth period. We defit
monthly unique visitors as the total number of weigvisitors who have visited our website at leasteoin a given month, and
average the number of monthly unique visitors ichemonth of a given thremonth period to calculate average monthly uniqséors
We track unique visitors based on the number afors with unique cookies who have visited our wibasing either a computer
mobile browser, as measured by Google Analyticsquum visitors do not include visitors who access platform solely through o
mobile app. Because the number of unique visi®izmised on visitors with unique cookies, an indigldvho accesses our website f
multiple devices with different cookies may be cmghas multiple unique visitors, and multiple irdivals who access our website fi
a shared device with a single cookie may be coustteal single unique visitor.

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

Three Months Ended
March 31,
2014 2013
(in thousands)
Unique Visitors 132,46( 102,06!
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e Mobile Unique VisitorsSince unique visitors do not include visitors whezess our platform solely through our mobile app, alst
separately calculate mobile unique visitors to gaompbile usage. We define mobile unique visitorsafgiven threenonth period to k
the sum of (i) the average number of monthly unigisitors who have visited our mobile website dgritat period (measured
described above) and (ii) unique mobile deviceagusiur mobile app on a monthly average basis dwrgeriod. Under this method
calculation, an individual who accesses both oubilfeavebsite and our mobile app, or accesses eitliemobile website or our mohb
app from multiple mobile devices, will be counteddraultiple mobile unique visitors. Multiple indiwidls who access either our mo
website or mobile app from a shared device wiltbented as a single mobile unique visitor.

The following table presents the average monthiplner of mobile unique visitors during the periodssented:

Three Months Ended
March 31,
2014 2013
(in thousands)
Mobile Unique Visitors 61,19 40,16

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

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

As of March 31,

2014 2013
(in thousands)
Claimed Local Business Locations 1,62 1,10

e Active Local Business Accounfthe number of active local business accounts repteghe number of local business accounts
which we recognized revenue in a given thme@ath period. We treat business accounts that hla&esame payment and/or L
information as a single business account.

The following table presents the number of activeal business accounts from which we recognize@me® during the perio
presented:

Three Months Ended
March 31,
2014 2013
(in thousands)
Active Local Business Accounts 7t 4t

e Adjusted EBITDAAdjusted EBITDA is a norGAAP financial measure that we calculate as nebrime (loss), adjusted to exclu
provision (benefit) for income taxes; other incoff@xpense), net; interest income; depreciation andrézation; and stockase:
compensation, restructuring and integration coéfe. believe that adjusted EBITDA provides usefulomfation to investors
understanding and evaluating our operating resolthe same manner as our management and boartlectads. This norGAAP
information is not necessarily comparable to nonABAnformation of other companies. N@AAP information should not be view
as a substitute for, or superior to, net incomes)iqrepared in accordance with GAAP as a meaduperoprofitability or liquidity
Users of this financial information should consitlez types of events and transactions for whichsidjents have been made.

The following is a reconciliation of net loss tqusted EBITDA below for the periods indicated:

Three Months Ended
March 31,
2014 2013

Reconciliation of Adjusted EBITDA:

Net loss $ (263 $ (4,799
(Benefit) provision for income taxes (1,977 44



Depreciation and amortization

Restructuring and integration
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Adjusted EBITDA

To provide investors with additional informatiorgeeding our financial results, we have disclosethintable above and elsewhere in
Quarterly Report on Form 10-Q adjusted EBITDA, aa#®AAP financial measure. We have provided a reca@imh above of adjust
EBITDA to net loss, the most directly comparable &FAfinancial measure. The stoblesed compensation amount of $4.6 million for tiree
months ended March 31, 2013 excludes approxima&elg million of stockbased compensation related to the Qype acquiséimad
included in restructuring and integration costs.

We have included adjusted EBITDA in this Quartdigport on Form 1@ because it is a key measure used by our managememoar
of directors to understand and evaluate our coerating performance and trends, to prepare andappur annual budget and to dew
short- and longerm operational plans. In particular, the exclosad certain expenses in calculating adjusted EBITéan provide a uset
measure for period-tperiod comparisons of our core business. Accorglingke believe that adjusted EBITDA provides useffibrmation tc
investors and others in understanding and evalyatim operating results in the same manner as anagement and board of directors.

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

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

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

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

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

e adjusted EBITDA does not take into account anyruesiiring and integration costs associated withamguisition of Qype; and

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

Because of these limitations, you should considgrsted EBITDA alongside other financial performameasures, including various ¢
flow metrics, net income (loss) and our other GA#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 Ended
March 31,
2014 2013
(as percentage of net revenue)

Consolidated Statements of Operations Data:
Net revenue by produc

Local advertising 8% 8%
Brand advertising 10 10
Other services 5 5
Total net revenue 10C% 10C%

Costs and expenses:
Cost of revenue (exclusive of depreciatiod amortization shown separately
below) 7% 7%
Sales and marketing 59 61
Product development 18 16



Depreciation and amortization 5 5

Other income (expense), net — )

Benefit (provision) for income taxes 3 —
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Three Months Ended March 31, 2014 and 2013
Net Revenue

We generate revenue from local advertising, brahabdising and other services, which includes Ykals, 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 perforeasua
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 nationalrats that want
improve their local presence in the form of dispdalvertisements and brand sponsorships. Our nhadrartisers include leading brands in
automobile, financial services, logistics, consug@eds and health and fitness industries.

Other ServicesWe generate other revenue through partner arrangsntée sale of Yelp Deals and Gift Certificatsd monetization
remnant advertising inventory through third-partlyreetworks. Our revenugharing partner arrangements provide consumersthatiability tc
complete food delivery transactions and make oniservations through third parties directly onpréfelp Deals allow merchants to prom
themselves and offer discounted goods and servitesrealtime basis to consumers directly on our websiterantile app. We earn a fee
Yelp Deals for acting as an agent in these traiwsagtwhich we record on a net basis and includewenue upon a consumepurchase of tl
deal. Gift Certificates allow merchants to sellfpiiced gift certificates directly to customers thgh their business profile page. We earn
based on the amount of the Gift Certificate solticlv we record on a net basis and include in regemon a consumexr’purchase of the G
Certificate.

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Net revenue by produc
Local advertising $ 65,19¢ $ 38,96 67%
Brand advertising 7,45k 4,75¢ 57
Other services 3,751 2,40¢ 56
Total net revenue $ 76,40 $ 46,13 66%

Net revenue by produc

Local advertising 85% 85%

Brand advertising 10 10

Other services 5 5
Total net revenue 100% 100%

Total net revenue increased $30.3 million, or 6&%the three months ended March 31, 2014, comparéle three months ended Ma
31, 2013. Our local advertising revenue increasg®l Zmillion, or 67%, primarily due to a signifidamcrease in the number of custon
purchasing local advertising plans as we expandedales force to reach more local businessesbéund advertising revenue increased
million, or 57%, primarily due to an increase i tverage spend per brand advertiser driven piyrariincreased advertising impressions
brand advertiser. In addition, our other servicegenue increased by $1.3 million, or 56%, primadlye to an increase in revenue f
partnership arrangements, the sale of Yelp Dealg@mnant advertising inventory.
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Cost of Revenue

Our cost of revenue consists primarily of creditdcprocessing fees, web hosting expenses, Intsameices costs and salaries, benefits
stockbased compensation for our infrastructure teanse@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 asjstemt with our investment philosophy, we continaeexpand data center capacity
headcount associated with supporting our websitenambile app.

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Cost of revenue $ 5,071 $ 3,34( 52%
Percentage of net revenue 7% %

In the three months ended March 31, 2014, cost\wnue increased $1.7 million, or 52%, compareithécthree months ended March
2013. This increase was primarily attributable narecrease of $0.7 million in outside hosting antkinet service fees, which are necesse
support the increase in visitors to our website teadlsactions completed on our website. In addisetup costs, including video production,
active local business pages increased by $0.1omiliue to increased demand by local businessesiden on their business pages,
expenses related to creative design for brand #sivey customers increased $0.1 million. Merchamsfrelated to credit card transaction:
local advertising also increased $0.7 million, amel added personnel to support our website infreftra resulting in an increase of $
million.

Sales and Marketing

Our sales and marketing expenses primarily corsfissalaries, benefits, stoddlased compensation, travel expense and inct
compensation for our sales and marketing employkesddition, sales and marketing expenses inclgness acquisition marketil
community management, branding and advertisingscastwell as allocated facilities and other suppgroverhead costs. We incur almos
sales and marketing expenses to acquire traffioutowebsite or mobile app. Our Community Managees rasponsible for growing a
fostering local communities, and coordinating esdntraise awareness of our brand. We expect cumemity management costs to incre
as we continue to expand to new markets and witkisting markets. We expect our sales and marketipgnses to increase both domesti
and internationally as we expand our domestic atetnational footprint, increase the number ofva@ctocal business accounts and contint
build our brand. The substantial majority of thezpenses will be related to hiring Community Mamaged sales employees. We expect
and marketing expenses to increase and to be mestaexpense for the foreseeable future. Forhteetmonths ended March 31, 2014
spent $5.7 million related to our internationalesahnd marketing operations compared to $5.3 mifiw the three months ended March
2013.

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Sales and marketing $ 45,12: $ 28,19 60%
Percentage of net revenue 5% 61%

In the three months ended March 31, 2014, salesvarleting expenses increased $16.9 million, or 6€8fmpared to the three mor
ended March 31, 2013. The increase was primarifjbatable to an increase in headcount and reletgnses of $9.7 million, including
increase in stockased compensation of $1.4 million, as we expaodedales organization to take advantage of th&ehapportunity create
by increased recognition of the value of our platfand increased use of our free online businessuads. As a result of our increase in
revenue, our commission expenses also increas@dnfifion. In addition, we experienced an increasédacilities and related allocations
$3.0 million and domestic and international markgtand advertising costs of $1.3 million.
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Product Development

Our product development expenses primarilpsisi of salaries, benefits and stdidsed compensation for our engineers, pre
management and information technology personneladdition, product development expenses includesideitservices and consulti
allocated facilities and other supporting overheasts. We believe that continued investment inuiest software development tools and «
modification is important to attaining our strategibjectives, and, as a result, we expect prodaceldpment expenses to increase fol
foreseeable future.

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Product development $ 13,98: $ 7,23¢ 93%
Percentage of net revenue 18% 16%

In the three months ended March 31, 2014, prodeceldpment expenses increased $6.7 million, or 93%npared to the three mon
ended March 31, 2013. The increase was primarifjbatable to an increase in headcount and reletgnses of $6.4 million, including
increase in stockased compensation of $2.2 million, and an incr@asecilities and related expenses of $0.5 millidhe increase was off:
by a decrease of $0.2 million in the use of outsiolesultants as work was transitioned internally.

General and Administrative

Our general and administrative expenses primanlysist of salaries, benefits and stdidsed compensation for our executive, fine
user operations, legal, human resources and othminstrative employees. In addition, general adthiaistrative expenses include out:
consulting, legal and accounting services, andifi@si and other supporting overhead costs notcatled to other departments. We ex
general and administrative expenses to increasthéoforeseeable future as we continue to expandwsiness and incur additional expel
associated with being a publicly traded company.

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
General and administrative $ 13,17( $ 8,764 50%
Percentage of net revenue 17% 18%

In the three months ended March 31, 2014, gene@dlaaministrative expenses increased $4.4 millan50%, compared to the th
months ended March 31, 2013. The increase was plynsttributable to an increase in headcount aeldted expenses of $2.8 milli
including an increase in stodlased compensation of $1.1 million. Additionallye mvested in our systems and support for the drafthe
business through the use of outside consultantehwdontributed to the increase by $0.3 million dadl an increase in bad debt expen:
$0.7 million. In addition, we experienced an in@@# facilities and related expenses of $0.6 omilli

Depreciation and Amortization

Depreciation and amortization expenses primarilpsest of depreciation on computer equipment, safw#easehold improvemer
capitalized website and internal software develapneests and amortization of purchased intangitWés.expect depreciation and amortiza
expenses to increase for the foreseeable futunea®ntinue to expand our technology infrastructure

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Depreciation and amortization $ 3,661 $ 2,47¢ 48%
Percentage of net revenue 5% 5%

21






In the three months ended March 31, 2014, depreniand amortization expense increased $1.2 mjllawrd8%, compared to the th
months ended March 31, 2013. The increase was plyntlae result of our investments in expanding technology infrastructure and cap
assets to support our increase in headcount atltessrganization. Depreciation and amortizatiomtesl to our fixed assets and capital
website and internal use software development dnsteased $0.8 million and $0.3 million, respeelyv In addition, amortization related
our intangibles increased $0.1 million primarilyedo the intangibles acquired in the Qype and Seatdfjuisitions.

Restructuring and Integration

2013 tc
Three Months Ended 2014 %
March 31, Change
2014 2013
(dollars in thousands)
Restructuring and integration $ = $ 67¢ (100%
Percentage of net revenue — 1%

In the quarter ended March 31, 2013, we announaeglan to further reduce the size of Qype workéorthese actions were made in o
to reduce our cost structure, enhance operatingefties and strengthen our business to achievgtrm profitable growth. We incurr
restructuring and integration costs of $0.7 millionthe three months ended March 31, 2013 as dtrekthis plan. The restructuring w
completed during 2013.

Other Income (Expense), Net

Other income (expense), net consists primarilyhef interest income earned on our cash and cashadepiis, gains and losses on
disposal of assets, and foreign exchange gainfoasds.

2013 tc
2014 %
As of March 31, Change

2014 2013

(in thousands)

Interest income $ 34 $ 14 143%
Transaction gain (loss) on foreign exchange (49 (162) (70)
Other non-operating income (loss), net 13 (539 (125]
Other income (expense), net 2 (201) (99%

Percentage of net revenue = =

In the three months ended March 31, 2014, othemirec(expense), net decreased $0.2 million comparéte three months ended Ma
31, 2013. The decrease was largely driven by aréle change in foreign currency exchange ratésiapily the exchange rate between
British pound sterling and Euro, which contributedfewer transaction losses on foreign exchangéénthree months ended March 31, Z
compared to March 31, 2013.

Benefit (provision) for Income Taxes

Benefit (provision) for income taxes consists addral and state income taxes in the United Statdsirrcome taxes in certain fore
jurisdictions, deferred income taxes reflecting tet tax effects of temporary differences betwdmndarrying amounts of assets and liabil
for financial reporting purposes and the amounésider income tax purposes, and the realizatiomebbperating loss carryforwards.

2013 tc
2014 %
As of March 31, Change
2014 2013
(in thousands)
Benefit (provision) for taxes $ 1,971 $ (44 4,580%
Percentage of net revenue 3% —
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For the three months ended March 31, 2014, the @agnpecognized a tax benefit primarily due to thlease of a valuation allowance
foreign net operating losses.

Liquidity and Capital Resources

As of March 31, 2014, we had cash and cash equitsalef $399.3 million. Cash and cash equivalentssish of cash and money mai
funds. Our cash held internationally as of March 3114 was $6.3 million. We did not have any shiena or longterm investments as
March 31, 2014. Additionally, we did not have anytstanding bank loans or credit facilities in plaseof March 31, 2014. To date, we F
been able to finance our operations and our adguisiof SeatMe and Qype through proceeds fromageiand public financings, including
IPO in March 2012, our follow-on offering in Octat#013 and to a lesser extent from the exercigergfloyee stock options.

Our future capital requirements and the adequacgvailable funds will depend on many factors, idahg those set forth underRisk
Factors” in this Quarterly Report on Form 1Q- We believe that our existing cash and cash edprivs, together with any cash generated
operations, will be sufficient to meet our workiogpital requirements and anticipated purchasesogfepty and equipment for at least the
12 months. However, this estimate is based on abeumf assumptions that may prove to be wrong aedtould exhaust our available c
and cash equivalents earlier than presently amatieth We may require or otherwise seek additiomadi$ in the next 12 months to respon
business challenges, including the need to devatopfeatures and products or enhance existingcesryvimprove our operating infrastruct
or acquire complementary businesses and technslogie, accordingly, we may need to engage in equitdebt financings to sect
additional funds.

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

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

As of March 31,
2014 2013
(in thousands)

Condensed Consolidated Statements of Cash Flows Rat

Purchases of property and equipment $  4,24¢ $ 942
Depreciation and amortization 3,661 2,47¢
Cash flows provided by (used in) operating aceiti 9,32: (174
Cash flows used in investing activities (6,235 (1,919
Cash flows provided by financing activities 6,413 1,57¢

Operating Activities

We generated $9.3 million of cash in operatingvétatis in the three months ended March 31, 201i4namily resulting from our net loss
$2.6 million, offset by non-cash depreciation antbdization of $3.7 million, non-cash stock-basechpensation of $9.4 million, and neast
provision for doubtful accounts of $1.2 million. &aldition, operating assets and liabilities change&2.4 million, primarily due to the timii
of collections on accounts receivable and paymiengndors during the three months ended Marcl2@14.

We used $0.2 million of cash from operating adegtin the three months ended March 31, 2013, pilyneesulting from our net loss
$4.8 million, offset by non-cash depreciation amdodization of $2.5 million and non-cash stdzksed compensation of $5.2 million.
addition, operating assets and liabilities chaniggd3.6 million, primarily due to the timing of paents to vendors and collections on
accounts receivable during the quarter.

Investing Activities

Our primary investing activity in the three mongrsled March 31, 2014 was the continued purchasgopérty and equipment to supy
the build out of our data centers, leasehold impnoents for our new headquarters building in Samdisao and other locations and
purchase of technology hardware to support our graw headcount and software to support website rantile app development, web:
operations and our corporate infrastructure. Pwehaf property and equipment, as well as leasahgdcovements, may vary from perioc



period due to the timing of the expansion of ouicek, operations and website and intenunsd- software and development. We expe
continue to invest in property and equipment, Ibakis and the development of software for the raedwi of 2014 and thereafter.
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We used $6.2 million of cash in investing acti\stiduring the three months ended March 31, 2014h @aed in investing activiti
primarily related to an increase in expenditurdateel to website development of $1.6 million, pasbs of property, equipment, software
leasehold improvements of $4.2 million to suppant growth in the business, and an increase inicestr cash of $0.4 million associated v
letters of credit in connection with leased offgpace.

We used $1.9 million of cash in investing actidtiduring the three months ended March 31, 2013h @asd in investing activiti
primarily related to an increase in expenditurdateel to website development of $1.0 million andchases of property, equipment
software of $0.9 million to support our growth fretbusiness.

Financing Activities

During the three months ended March 31, 2014, weigged $6.4 million in financing activities prinfgrdue to net proceeds from 1
issuance of common stock upon the exercise of siptikns.

During the quarter ended March 31, 2013, we geedrdl.6 million in financing activities primarilyud to net proceeds from the issue
of common stock upon the exercise of stock options.

Off Balance Sheet Arrangements

We did not have any off balance sheet arrangenie2813 or the first three months of 2014.
Contractual Obligations

We lease various office facilities, including owrgorate headquarters in San Francisco, Califourider operating lease agreements
expire from 2014 to 2021. The terms of the leaseeagents provide for rental payments on a graduadasis. 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 MaigH2014, we had one material loregm purchase obligation outstanding with a 1
party. As ofMarch 31, 2014, the following table summarizes camtractual obligations and the effect such obligest are expected to have
our liquidity and cash flow in future periods:

Payments Due by Period

Less More
Than Than
Total 1 Year 1-3 Years 3 -5 Years 5 Years
(in thousands)
Operating lease obligations $109,97(  $17,67¢ $36,09: $28,00:  $28,20(

The contractual commitment amounts in the tablevalawe associated with agreements that are enfdecead legally binding. Obligatio
under contracts that we can cancel without a sigmif penalty are not included in the table abdweeof March 31, 2014, our total liability 1
uncertain tax positions was $1.8 million. We aré¢ able to reasonably estimate the timing of futtash flow related to this liability. As
result, this amount is not included in above caitral obligations table.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

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

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

The primary objective of our investment activitisso preserve principal while maximizing incometheiut significantly increasing ris
Because our cash and cash equivalents have arebfaghort maturity, our portfolig fair value is relatively insensitive to intereste change
During the three months ended March 31, 2014, weraéned that the nominal difference in basis poifur investing our cash and ¢
equivalents in longeterm investments did not warrant a change in owestment strategy. In future periods, we will coné to evaluate o
investment policy in order to ensure that we cargito meet our overall objectives. We believe aoftygtical 10% increase in interest rate
of March 31, 2014 would have an immaterial impatbar investment portfolio.
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Foreign Currency Exchange Risk

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

Inflation Risk

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

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

We maintain “disclosure controls and procediras defined in Rules 13a-15(e) and 15¢) under the Exchange Act, that are design
ensure that information required to be disclosedabgompany in the reports that it files or subniitgler the Exchange Act is recorc
processed, summarized and reported, within the pian@ds specified in the SECtules and forms. Disclosure controls and proeslimclude
without limitation, controls and procedures des@jt@ ensure that information required to be disalbsy a company in the reports that it 1
or submits under the Exchange Act is accumulatet communicated to the compasymanagement, including its principal executive
principal financial officers, as appropriate taalltimely decisions regarding required disclosure.

Our management, with the participation of our Cligécutive Officer and our Chief Financial Officenaluated the effectiveness of
disclosure controls and procedures as of March2814. Based on the evaluation of our disclosurdrosnand procedures as of March
2014, our Chief Executive Officer and Chief FinahdDfficer concluded that, as of such date, oucld#ire controls and procedures v
effective at the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

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

Inherent Limitations on Effectiveness of Controls

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

In February and March 2010, we were sued in twatué class actions on behalf of local businessesrting various causes of ac
based on claims that we manipulated the ratingsrewidws on our platform to coerce local businesedsuy our advertising products. Th
cases were subsequently consolidated in an actigertang claims for violation of the California Busss & Professions Code, extortion
attempted extortion based on the conduct they allyl seeking monetary relief in an unspecified warhand injunctive relief. In Octok
2011, the court dismissed this consolidated aatitim prejudice. The plaintiffs have appealed to th8. Court of Appeals for the Ninth Circi
which heard the appeal on July 11, 2013. The N@itouit has not yet issued a decision. Accordinglg, are currently unable to reason:
estimate either the probability of incurring a lassan estimated range of such loss, if any, froiw appeal.

In addition, we are subject to legal proceedingsirag in the ordinary course of business. Althoulgé results of litigation and clait
cannot be predicted with certainty, we currentlyndd believe that the final outcome of any of thessters will have a material adverse ef
on our business, financial position, results ofrapiens or cash flows.

ITEM 1A. RISK FACTORS

Our operations and financial results are subject&rious 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 riskidesd below that reflect substantive changes ftbenrisks described in our Anni
Report on Form 1-K for the year ended December 31, 2013.

Risks Related to Our Business and Industry

We have a limited operating history in an evolviidustry, 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. Yool consider our business and prospects in ligtterisks and difficulties we may encout
in this rapidly evolving industry. These risks afifficulties include our ability to, among othelirilgs:

e increase the number of users of our website andlenapp and the number of reviews and other corterdur 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 retaémw advertising clients, many
which may have only limited or no online advertgiexperience;

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

e develop a scalable, higkerformance technology infrastructure that carcefitly and reliably handle increased usage glgbat wel
as the deployment of new features and products;

e hire, integrate and retain talented sales and qthesonnel;
o effectively manage rapid growth in our sales fopersonnel and operations; and
o effectively partner with other companies.

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 suficirevenue to achieve or mainte
profitability, particularly given our significant mgoing sales and marketing expenses. Our recentvgforate will likely not be sustainabl
and a failure to maintain an adequate growth ratelMadversely affect our results of operations abdsiness.

Since our inception, we have incurred significapemting losses, and, as of March 31, 2014, we drachccumulated deficit
approximately $73.1 million. Although our revenussve grown rapidly in the last several years, iasieg from $12.1 million in 2008
$233.0 million in 2013, we expect that our revemmewth rate will decline in the future as a respfita variety of factors, including t
maturation of our business and the gradual dedtitke number of major geographic markets, espgaidthin the United States, to which -
have not already expanded, and you should notorelhe revenue growth of any prior quarterly orwairperiod as an indication of our fut
performance. In addition, historically, our cosés/é increased each year and we expect our costsréase in future periods as we contint
expend substantial financial resources 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 alspease 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 aaiiicip a particular period or over time. If we arable to maintain adequate revenue gr
and to manage our expenses, we may continue to significant losses in the future and may not ble & achieve or maintain profitability.

*We rely on traffic to our website from search emgis like Google and Bing, some of which offer pradsi and services that compete dire
with our solutions. If information from and links ® our website are not displayed as prominently @a<h 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 @tinaers through unpaid Internet search resultseanch engines like Google and B
The number of users we attract from search endimesur website (including our mobile website) isedin large part to how and wh
information from and links to our website are digd on search engine result pages. The displelding rankings, of unpaid search res
can be affected by a number of factors, many ofclvlaire not in our direct control, and they may gjmafrequently. For example, a se:
engine may change its ranking algorithms, methagletoor design layouts. As a result, links to oebsgite may not be prominent enoug
drive traffic to our website, and we may not knoamhor otherwise be in a position to influence thsults. In some instances, search er
companies may change their displays or rankingsder to promote their own competing products ovises or the products or services of
or more of our competitors. Although traffic to omobile app is less reliant on search results thaffic to our website, growth in mob
device usage may not decrease our overall relians®earch results if mobile users use our mobilesite at the expense of our mobile ap)
fact, growth in mobile device usage may exacertiaeaisks associated with how and where our welsitisplayed in search results bec:
mobile device screens are smaller than desktop atanscreens and therefore display fewer searditse€Our website has experien
fluctuations in search result rankings in the past] we anticipate fluctuations in the future. Asguction in the number of users directe
our website could adversely impact our businessrasults of operation:



27




Google in particular is the most significant souotdraffic to our website, accounting for more rihiaalf of the visits to our website fr
Internet searches during the three months endedhvadr, 2014. Our success depends on our abilityaimtain a prominent presence in se
results for queries regarding local businesses @oge. Google has removed links to our website fpartions of its web search product
has promoted its own competing products, includBwpgles local products, in its search results. Givenléinge volume of traffic to o
website and the importance of the placement anpladisof results of a user’search, similar actions in the future could haveubstantii
negative effect on our business and results ofatjpers.

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

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

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

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

Our user traffic could be adversely affected if somers perceive the utility of our platform to lmited to finding businesses in -
restaurant and shopping categories, which togettewunted for approximately 43% of the businedsaishitave been reviewed on our platf
and approximately 59% of our cumulative reviewstiygh March 31, 2014. We believe that this concéintiaf reviews is primarily due to t
frequency with which individuals visit specific bnssses or engage in certain activities versusratfi®r example, an individual may eat
restaurant three times in one week or go shoppimg @ week, but the same individual is unlikelyigit a mechanic, get a haircut or us
home or local service with the same frequency. H@wef the high concentration of reviews in theteairant and shopping categories gene
a perception that our platform is primarily limitéd these categories, traffic may decline and atbheg customers may be less likely
perceive value from using our services, which cdwddn our business.

If our automated software does not recommend helpgfantent or recommends unhelpful content, consura@nd businesses alike may s
or reduce their use of our platform and product:y@éour business could suffer.

While we have designed our technology to avoid meoending content that we believe may be offendiesed, unreliable or otherw
unhelpful, we cannot guarantee that our effortd bd effective or adequate. In addition, some coreg and businesses have altern
expressed concern that our technology either recamismtoo many reviews, thereby recommending sowiews that may not be legitimate,
too few reviews, thereby not recommending someeresithat may be legitimate. This may cause consu@aral businesses to stop or ret
their use of our platform or our advertising sauas. If the performance of our automated recomnténtaoftware proves inadequate
ineffective, our reputation and brand may be harnusérs may stop using our products and our busiaed results of operations coulc
adversely affected.

*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 beliegectiatributed significantly to the success of ousibess. Maintaining, protecting ¢
enhancing the “Yelp'brand is critical to expanding our base of useid advertisers and increasing the frequency withctvhihey use ol
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.
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For example, if consumers do not perceive the csetent on our platform to be authentic, they nwseltrust in the integrity of the cont
and our brand may be harmed. This may occur if woress believe that the reviews, photos and othetec® contributed by our Commur
Managers or other employees are influenced by duerdising relationships or are otherwise biaselthddigh we take steps to prevent
from occurring by, for example, displaying an “arskador’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 aympear on the page for each re\
contributed by the Community Manager and we maybeasuccessful in our efforts to maintain consutmnest.

Similarly, certain media outlets have previouslpased allegations that a significant percentag¢hefreviews on our platform are
genuine. We dedicate significant resources to ta of maintaining and enhancing the quality, anticgy and integrity of the reviews on ¢
platform. In particular, our automated recommerataioftware analyzes all reviews submitted to datf@m and highlights what it determir
to be the most useful and reliable of them by pliitig them directly on business listing pages. @aommendation software is designe
avoid recommending content that we believe mayiasel, unreliable or otherwise unhelpful; for extenpur software may not recomme
reviews written by users about whom we have limitédrmation, reviews that may be biased becausg Were solicited from family, frien
or favored customers, or unhelpful rants and ra@es.recommendation software operates continuatig, the results of its determinations \
respect to particular reviews may change over s factors in new information.

In addition, we take steps to address reviews it not be reliable through our consumer alertgqamm, coordination with consun
protection agencies and law enforcement, stingatjmers targeting the buying and selling of reviearsl, 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 t&gbf any third party or any applicable law.
of March 31, 2014, approximately 69% of the reviessmitted to our platform were recommended; agprately 24% 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 reaeended and that have not been removed for viglatim terms of service as of March
2014 is useful or reliable. If consumers do notdwel our recommended reviews to be useful andblelizghey may seek other services to ot
the information for which they are looking, and mmt return to our platform as often in the futuweat all. This would negatively impact «
ability to retain and attract users and advertisesincrease the frequency with which they useptatform.

Maintaining and enhancing our brand may requireousiake substantial investments, and these invessmeay 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.

*Negative publicity could adversely affect our refation and brand.

Negative publicity about our company, including dachnology, sales practices, personnel, custometice or litigation or politice
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, andesiihjs 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 compapersists or if users otherwise perceive that canbenour website and mobile apy
manipulated or biased. Allegations and complaietgarding our business practices, and any resultéggative publicity, may also result
increased regulatory scrutiny of our company. Idigeh to requiring management time and attentamy regulatory inquiry or investigati
could itself result in further negative publicitggardless of its merit or outcome. In addition, agbsite and mobile app also serve
platform for expression by our users, and thirdiparor the public at large may attribute the jpmditor 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 Yelpfétiat

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

For the three months ended March 31, 2014, sulisisirdll of our revenue was generated by the sdladvertising products. We he
incurred significant costs to attract current antlife advertisers and expect to incur significalttibonal costs for the foreseeable future.
ability to grow our business depends on our abilitymaintain and expand our advertiser base. Teaove must convince existing ¢
prospective advertisers alike that our advertigingducts offer a material benefit and can genesatmmpetitive return relative to otl
alternatives. Many prospective advertisers, sudh@se in new markets, may not be familiar with praducts or view them as unproven. M
of these businesses are more accustomed to usirggtraditional methods of advertising, such as mpawsrs or print yellow pages director
If we do not deliver ads in an effective mannenyerdo not provide accurate analytics and measureswdutions that demonstrate the valu
our ads, advertisers may choose not to advertigeusi



Our advertisers typically do not have lotegm obligations to purchase our products, and ttecisions 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 advergudgets, closures and bankruptcies.
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We may face greater challenges as we continueganekour advertiser base in businesses outsideesiteurant and shopping catego
which together accounted for approximately 43%hef businesses that have been reviewed on our rplatiod approximately 59% of ¢
cumulative reviews through March 31, 2014, espBciélthese businesses believe that consumers pertke utility of our platform to t
limited to finding businesses in the restaurant simopping categories. The ratings and reviewshhsinesses receive from our users may
affect advertising decisions by current and prospecdvertisers. 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 thdéorm a negative opinion of our products and usese, which could discourage them f
doing business with us.

We must continually add new advertisers both tdampadvertisers 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 newedtbsers in numbers greater than the numb
advertisers that we lose, our client base will dase and our business, financial condition andtsesfioperations would be harmed.

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

We intend to expand our operations into new markeith domestically and abroad. We may incur lossestherwise fail to enter ne
markets successfully. Our expansion into new margkices us in competitive environments with whighare unfamiliar and involves varic
risks, including the need to invest significanton@ses and the possibility that returns on suckstments will not be achieved for several y«
or at all. In attempting to establish a presenceew markets, we expect, as we have in the pasicto significant expenses and face var
other challenges, such as expanding our sales fnmdecommunity management personnel to reach these markets and encountet
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 yghdilar 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 tmage difficulty modifying our technology and cent for use in non-Englisbpeakin:
markets or fostering new communities in non-Englipraking markets. Our ability to manage our busireasd conduct our operatic
internationally requires considerable managemeenabn 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 mosermational markets, we would not be the first @mtr and our competitors may be be
positioned than we are to succeed. Expanding iatienmally may subject us to risks that we haveegithot faced before or increase
exposure to risks that we currently face, includisgs associated with:

e recruiting and retaining qualified, multi-linguahgloyees, including sales personnel;
e integrating businesses we may acquire internatipraich 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 diént 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;

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

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

e currency exchange rate fluctuations;

e foreign exchange controls that might prevent umfrepatriating cash earned outside the United St
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e political and economic instability in some coundrie

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

e higher costs of doing business internationally.

Mobile advertising is new and evolving. If our madéiadvertising solutions are not compelling or de@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 lbusinesses through mobile devices, includmngriphones and handheld tablet
computers, has increased dramatically in the gastykars and is expected to continue to increasleodgh 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 iorfizing the quality of user experience over sflerm monetization, we may not be ¢
to generate meaningful revenue from our mobile petgldespite the expected growth in mobile usagaddition, if consumers use our mo
app and mobile website as substitutes for, ratiemn tn addition to, use of our website on persaoeahputers and our mobile solutions pr
ineffective, our advertisers may stop or reduceér thévertising with us. Similarly, we may be unabdeattract new advertisers if our mol
advertising solutions are not compelling. If ouvedising solutions are not effective or we faildontinue to innovate and introduce enhai
mobile solutions, if our solutions alienate ourrusase, or if our solutions are not widely adopdedre insufficiently profitable, our busin
may suffer.

Additionally, we are dependent on the interopeighdf 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 mobikpp into mobile devices or if problems arise vaith 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 oéragtions 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 anddigghanging. With the emergence
new technologies and market entrants, competitolikely to intensify in the future. Our competitoinclude, among others, offline me
companies and service providers; newspaper, téevasnd 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 operatstgries, substantially greater mai
share, large existing user bases and substangisdbter financial, technical and other resourcbégs& 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 oppottiesj 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 aibent and potential advertisers may choose to psecbnline advertising services from tt
competitors and may reduce their purchases of ocodyets. In addition, many of our current and ptércompetitors have establist
marketing relationships with and access to largientbases. 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 brovesermbile device operating systems; changing tinejraid search result rankings to pron
their products; refusing to enter into or renevetises on which we depend; or limiting or denying access to advertising measureme!
delivery systems.

As the market for local online advertising increasgew competitors, business models and solutimglaly to emerge. We also comg
with these companies for the attention of contobsitand consumers, and may experience decreasesthinf our competitors offer mc
compelling environments. For all of these reasamsmay be unable to maintain or grow the numbegreaiple who use our website and mc
app and the number of businesses that use ourtailvgisolutions and we may face pressure to rethe@rice of our advertising solutions
which case our business, results of operationdinadcial condition will be harmed.
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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 informaficmm our platform, through website scraping, ra@bot other means, and publist
aggregate it with other information for their owenefit. For example, in parts of 2010 and 2011, glocorporated content from our web
into its own local product without our permissid@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 our aamttwithin its local products, we have
assurance that Google or other companies will apy cpublish or aggregate content from our platfamrthe future.

When third parties copy, publish or aggregate aurfirem our platform, it makes them more competitand decreases the likelihood
consumers will visit our website or use our mobipp to find the information they seek, which contatively affect our business, result
operations and financial condition. We may not ble @& detect such thirdarty conduct in a timely manner and, even if waldpwe may nc
be able to prevent it. In some cases, particuliarithe case of websites operating outside of thiedrStates, our available remedies ma
inadequate to protect us against such practicexddition, we may be required to expend signifidargncial or other resources to success
enforce our rights.

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

Worldwide economic conditions, such as the sovereigbt and federal government funding issues inJhi¢ged States, create uncerta
and unpredictability and add risk to our futurelook. Our performance is subject to, among othargs the impact of worldwide econor
conditions on levels of advertising spend by snaatl mediunsized businesses, which may be disproportionatéfcted by econom
downturns. In the event of an economic slowdowrleterioration 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 advertisifignts as a lower priority and could cause adversido reduce the amounts they spen
advertising, terminate their use of our solutionslefault on their payment obligations to us. Imlitidn, 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 ifctwllisposable income is advers
affected. If spending at many of the local busiees®viewed on our platform declines, businesses beaess likely to use our advertis
products, which could have a material adverse effieour financial condition and results of opeyas.

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

We face potential liability and expense for ledairms 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 afeatdo websites that publish uggrnerated content are limited through new legistati
otherwise. For example, laws relating to the ligpibf 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 jurigtiistoutside the United States where our protedtimm liability for third-party actions may |
unclear and where we may be less protected undakllws than we are in the United States.
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*Qur 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 Unitedt& and abroad that involve matters central tobosginess, including laws regard
privacy, data retention, distribution of uggrnerated content and consumer protection, amdregtFor example, because we receive,
and process personal information and other usex, datluding credit card information for certaineus, we are subject to numerous fed
state and local laws around the world regardingaey and the storing, sharing, use, processingladigsre and protection of persc
information and other user data, such as the GrildrOnline Privacy Protection Act, which regulates ttay we collect and use informat
from children. We are also subject to a varietyyasfs, regulations and guidelines that regulatewbg we distinguish paid search results
other types of advertising from unpaid search tssul

The application and interpretation of these lawd @gulations are often uncertain, particularlffia new and rapidly evolving industry
which we operate, and may be inconsistent betweantrdes. 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 priyaaicies and our privacyelated obligatior
to third parties (including, in certain instancesluntary thirdparty certification bodies such as TRUSTe). Itiffiallt to predict how existin
laws will be applied to our business, and if ousihess 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 Comimis (“FTC”) and the Department of Commerce, and many statergoeats ar
reviewing the need for greater regulation of thdection of information concerning consumer behawdth respect to online servic
including regulation aimed at restricting certamgeted advertising practices and the collectiod age of data from mobile services
addition, the European Union is in the process rofrplgating a new general data protection regutatishich may result in significan
greater compliance burdens for companies such astlisisers and operations in Europe. Changesligse could increase our administre
costs and make it more difficult for consumers $e our platform, resulting in less traffic and newe. Similarly, such changes could mal
more difficult for us to provide effective adveitig tools to businesses on our platform, resulimfipwer advertisers and less revenue.

We believe our policies and practices comply wigiplecable laws and regulations. However, if ouridéfeproves incorrect, if the
guidelines, laws or regulations or their interptieta change or new legislation or regulations aracéed, 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 exposhis may require us to expend substantial ressymtelay development of new prod
or discontinue certain products or features, whicluld 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 nh@ycompelled to provide additional disclosuresuo users, obtain additional consents f
our users before collecting or using their inforimatr implement new safeguards to help our usensame our use of their information, am
other changes. We may also face governmental emf@nt actions, litigation or negative publicity,ialihcould cause our users and advert
to lose trust in us and have an adverse effecuomusiness. The FTC in particular has approvedeaindecrees resolving complaints and
resulting investigations into the privacy and sdguysractices of a number of social media compart@silar investigations, decrees or acti
may adversely impact us directly.

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 thjdrties to grow our business, including stratggadcners 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 platfaie.may also have competing interests and obligatidgth respect to our partners, which 1
make it difficult to maintain, grow or maximize tHeenefit of each partnership. In addition, we hémagl, 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 possibht 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 maintairng 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, abhould divert our managemert’ attention, result in additional dilution to ot
stockholders and otherwise disrupt our operationsdaharm our operating results. We may also be urald realize the expected bene
and synergies of any acquisitions.

Our success will depend, in part, on our abiliteexpand our product offerings and grow our busimesesponse to changing technolocg
user and advertiser demands and competitive pesslm some circumstances, we may determine toodthi®ugh the acquisition
complementary businesses or technologies rather ttin@ugh internal development. For example, inobet 2012, we acquired Qype
accelerate our international expansion and, in All§3, we acquired SeatMe to obtain an online vasen solution. We have limit
experience as a company in the complex processquiiring other businesses and technologies. Theuguf potential future acquisitions
divert the attention of management and cause imetw expenses in identifying, investigating andsping suitable acquisitions, whether or
they are consummated. Acquisitions that are consateuircould result in dilutive issuances of equégwsities or the incurrence of debt, wt
could adversely affect our results of operationsoor ability to achieve profitability. The incurrem of debt in particular could result
increased fixed obligations or include covenantstber restrictions that would impede our abil@yntanage our operations.

In order to realize any gains from any acquisitise, must successfully complete the integrationhef acquired business, its operati
services and personnel with our organization. tieoto realize the expected benefits and synedfiesr acquisitions, we must meet a nun
of significant challenges, including:

e integrating operations, strategies, sites and t@olgres, and personnel of the acquired company;
e managing the combined business effectively;
e retaining and assimilating the key personnel ofatguired company;

e retaining existing customers and strategic partaeds minimizing disruption to existing relationsips a result of any integratior
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 aadjemepany that may continue to impact the busirsefdl®wing the acquisition; and

e potential unknown liabilities associated with ang@ced company.

Any inability to integrate services, sites and tagbgies, operations or personnel in an efficiertt @amely manner could harm our result
operations. Transition activities are complex aaguire significant time and resources, and we nma@ynmanage the process successfull
addition, we may be required to spend additiomaétor funds on integration that otherwise wouldspent on the development and expar
of the combined business. Even if we are abletepiate the operations of any acquired companyesséally, these integrations may not re
in the realization of the full benefits of syneigieost savings, innovation and operational efficies that may be possible from the integre
of each business, and these benefits may not hevachwithin 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 headconghtoperations, including through our acquisitiohQgpe in October 2012 and Seai
in July 2013, which places substantial demands anagement and our operational infrastructure. Mbsur employees have been with us
fewer than two years. We intend to make substaitiadstments in our technology, sales and marketing community managem
organizations. As we continue to grow, we 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.

Our business is dependent on the uninterrupted aptbper operation of our technology and network imafstructure. Any significan
disruption in our service could damage our reputati, result a potential loss of users and engagemantl adversely affect our results
operations.

It is important to our success that users in atiggaphies be able to access our platform at a#difiVe 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.
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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 nemudontinually develop our technology and netwanghitecture to accommodate ac
and anticipated changes in technology, our busiaedoperating results may be harmed.

Our systems and operations are also vulnerablarwade or interruption from catastrophic occurrerstesh 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 badkp data center takes place. During this time, ¢atfggm 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 havelated the rights of third partie
including patent, trademark, copyright and otheellactual property rights and the rights of cutrand former employees, users and bus
owners. For example, certain of our users have gaadaiming 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 mediaistrites own large numbers of patent and otherléutielal property rights, al
frequently enter into litigation based on allegasicof infringement or other violations of such tighin addition, various “nopracticing
entities” that own patents and other intellectual propemgts often aggressively attempt to assert thelrtsign order to extract value fr
technology companies. From time to time, we recantice letters from patent holders alleging theatain of our products and services infri
their patent rights. We do not own any patents, dinerefore, may be unable to deter competitorstbers from pursuing patent or ot
intellectual property infringement claims against We presently are involved in numerous patensugis, 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 compatifind gain an increasingly h
profile, we expect the number of claims againstausccelerate. The results of litigation and clatmsvhich we may be subject cannot
predicted with certainty. Even if the claims ar¢hout merit, the costs associated with defendiegehypes of claims may be substantial,
in terms of time, money and management distractiorparticular, patent and other intellectual pmbpditigation 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 nifiringing substitutes or may result in significasgttiement costs. Even if these matters do natitraz
litigation or are resolved in our favor or withaignificant cash settlements, these matters, amdirte and resources necessary to litiga
resolve them, could harm our business, resultpefations and reputation.

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

We use open source software in our products ardusél open source software in the future. From tioneme, we may face claims fr
third parties claiming ownership of, or demandimdease of, the open source software or derivatigeksvthat we developed using s
software (which could include our proprietary s@pode), or otherwise seeking to enforce the tesfrthe applicable open source licel
These claims could result in litigation and cowdduire us to purchase a costly license or ceasemygfthe implicated solutions unless and |
we can re-engineer them to avoid infringement. Teigngineering process could require significant aoidél research and developm
resources. In addition to risks related to licemspiirements, use of certain open source softwamdead to greater risks than use of thpeaty
commercial software, as open source licensors géyeio 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 ingemsthe consumers who use our platform. We belignat this approach has b
essential to our success in increasing our usevtgroate and the frequency with which consumersawseplatform 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 disputeadtsuracy. Certain advertisers may therefore pegcgssas an impediment to their success
result of negative reviews and ratings. This pecactiould result in a loss of advertisers, whictuim could harm our results of operations.
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We rely on thirdparty service providers for many aspects of our ibgss, and any failure to maintain these relatiorips could harm ou
business.

We rely on data about local businesses from thamtigs, including various yellow pages and othadtparties that license such informat
to us. We also rely on third parties for other atpef our business, such as mapping functionality administrative software solutions. If tr
third parties experience difficulty meeting 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 sucind#party 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 consurnead 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 fraparter to quarter and year to year because afriaty of factors, many of which ¢
outside of our control. As a result, comparing operating results on a perioderiod basis may not be meaningful. In additiowtiver risl
factors discussed in this section, factors that ommtribute to the variability of our quarterly aadnual results include:

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

e our ability to accurately forecast revenue and stéjtl EBITDA, as well as appropriately estimate plagh our expenses;

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

o the effects of increased competition in our busnes

e our ability to expand successfully in existing netes 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, inéhgithe resulting effect on consumer spending ellbusinesses and the leve
advertising spending by local businesses;

e our ability to protect and grow our intellectuabperty;

e our ability to maintain an adequate rate of 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 priypiefringement and other claims and related judgt®er settlements;
e changes in government regulation affecting ourress;

e interruptions in service and any related impacbonreputation;

e the attraction and retention of qualified employaerd key personnel;

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

e the impact of fluctuations in currency exchangesat

e changes in consumer behavior with respect to logsinesses;
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e fluctuations in spending by our advertisers duseasonality, such as historically stronger spenatirthe fourth quarter of each 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 owsuks of operations.

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

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

We believe our success has depended, and conttoudspend, on the efforts and talents of our emg#sy including our seni
management team, software engineers, marketinggsiohals and advertising sales staff. Our futuoeess depends on our continuing ak
to attract, develop, motivate and retain highly |fieal and skilled employees. Qualified individuadse 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 adverselydftaur 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 \we#lified employees or retaining and motivatingsérg employees, our business couli
harmed.

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

We regard the protection of our trade secrets, 1igpts, trademarks and domain names as criticalutosuccess. In particular, we r
maintain, protect and enhance the “Yelpand. We pursue the registration of our domainegrtrademarks and service marks in the U
States and in certain jurisdictions abroad. Weestid protect our intellectual property rights leyying on federal, state and common law ri¢
as well as contractual restrictions. We typicallyteg into confidentiality and invention assignmegreements with our employees
contractors, and confidentiality agreements withtipa with whom we conduct business in order tatliaccess to, and disclosure and us
our proprietary information. However, these corttratarrangements and the other steps we have takmotect our intellectual property n
not prevent the misappropriation or disclosure oif proprietary information nor deter independentedepment of similar technologies
others.

Effective trade secret, copyright, trademark anch@iom name protection is expensive to develop anitaia, both in terms of initial a1
ongoing registration requirements and expensesttandosts of defending our rights. We are seekingrotect our trademarks and don
names in an increasing number of 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,carwhich 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.

37




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

We have registered domain names for our websitantbaise in our business, such as Yelp.com. Ifose the ability to use a domain na
whether due to trademark claims, failure to rerleevapplicable registration, or any other causemag be forced to market our products ul
a new domain name, which could cause us substdmatiat, or to incur significant expense in ordeptmchase 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 registerd¢itei United States and elsewhere. We may be ut@plevent third parties from acquir
and using domain names that infringe on, are sintdaor otherwise decrease the value of our bramdur trademarks or service ma
Protecting and enforcing our rights in our domaames may require litigation, which could resultsmbstantial costs and diversion
management’s attention.

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

Our platform involves the storage and transmissibaser and business information, some of which mayrivate, and security breac
could expose us to a risk of loss of this informatiwhich could result in potential liability anitidation. Like all online services, our platfo
is vulnerable to computer viruses, break-ins, phiglattacks, attempts to overload our servers déthial-ofservice or other attacks and sim
disruptions from unauthorized use of our compuystesns, any of which could lead to interruptiorelagls or website shutdowns, causing
of critical data or the unauthorized disclosuraise of personally identifiable or other confidehtidiormation. Because the techniques use
obtain unauthorized access, disable or degradésesv sabotage systems change frequently, ofeemairrecognized until launched agair
target and may originate from less regulated antcememote areas around the world, we may be unalgeoactively address these technic
or to implement adequate preventative measures. abekbusiness owner accounts and profile pagdd etso be hacked, hijacked, altere:
otherwise claimed or controlled by unauthorizedspas. For example, we enable businesses to creat@iiline business accounts and ¢
the business profile pages for each of their bgsinecations. We verify these claims through ammated telephone verification proct
which is designed to confirm that the person sgttip the account is affiliated with the businescogfirming that the person has access t
businesss telephone. Our verification system could faittmfirm that the recipient of the call is an authed representative of the busines:
mistakenly allow an unauthorized representativeldon the business’s profile page.

Any or all of these issues could negatively impaat ability to attract new users or could deterent users from returning or reduce
frequency with which consumers and advertisersougesolutions, cause existing or potential adversiso 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 busimeactices. For example, we work with third pamydors to process credit card paym
by certain of our users and local businesses amdidject to payment card association operatirgsruf our security measures fail to pro
this information adequately as a result of employeer, 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 grgemnents with them; be subject to fines
higher transaction fees; face regulatory actiomt anr users, local businesses and vendors couldheidrelationships with us, any of wh
could harm our business and financial results.

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

Our Yelp Deals products may be deemed gift cedtifis, store gift cards, general-use prepaid cardgher vouchers, or “gift cards,”
subject to, among other laws, the federal Credid@ecountability Responsibility and Disclosure Axft2009, or the Credit CARD Act, a
similar federal, state and foreign laws. Many asé laws include specific disclosure requirementsohibitions 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 purchbiseontrary to our belief, the Credit CARD Actdsimilar state laws were held to apply to
promotional value component of Yelp Deals, conswmesuld be entitled to redeem the promotional valomponent of their Yelp Deals
up to five years after their issue, and we couta fiability for redemption periods that are lelsart five years. Various companies that pro
deal products similar to ours are currently deferslén purported class action lawsuits that hawenlfded in federal and state court clairr
that their deal products are subject to the CréARD Act and various state laws governing gift cashd that the defendants have viol
these laws as a result of expiration dates and o#is#rictions they have placed on their deals.il&mawsuits have been filed in other locati
in which we plan to sell our Yelp Deals, such as@anadian province of Ontario, alleging similaslations of provincial legislation governi
gift cards.

The application of various other laws and regufegito our products, and particularly our Yelp Deatsl Gift Certificates, is uncerts
These include laws and regulations pertaining aimed and abandoned property, partial redemptefands, revenusharing restrictions ¢
certain trade groups and professions, sales armu 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, statera@ign laws regulating money transmitter



aimed at preventing money laundering or terroiigtricing, including the Bank Secrecy Act, the USATRIOT Act and other similar futu
laws or regulations.
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If we become subject to claims or are requiredtir @ur business practices as a result of cuwefuture 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 relatedlfiesiafines, judgments or settleme
could harm our business.

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

We intend to continue to make investments to supparbusiness growth and may require or otheragssk additional funds to respont
business challenges, including the need to develp features and products or enhance our existamgices, improve our operati
infrastructure or acquire complementary busineasestechnologies. Accordingly, we may need to eadagquity 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 seties 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 covenarngfating to our capital raising activit
and other financial and operational matters, whitdly 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 dmikignificantly impaired, and our business mapéened.

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

Our corporate structure and intercompany arrang&mnartiuding the manner in which we develop anel 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 arrangemdrits taxing authorities of t
jurisdictions in which we operate may challenge mathodologies for valuing developed technologyntercompany arrangements, incluc
our transfer pricing, or determine that the marinavhich we operate our business does not achlevetended tax consequences, which ¢
increase our worldwide effective tax rate and haunfinancial position and results of operations.

Our corporate structure includes legal entitiesated in jurisdictions with income tax rates lowkan the U.S. statutory tax rate. !
intercompany arrangements allocate income to suthies in accordance with armlsagth 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 fordnme taxes. During the ordinary cot
of business, there are many transactions and edilou$ for which the ultimate tax determinatioruiscertain. For example, our effective
rates could be adversely affected by earnings blewgr than anticipated in countries where we hiaweer statutory rates and higher t
anticipated in countries where we have higher siafurates, by changes in foreign currency exchaatgs or by changes in the relevant
accounting and other laws, regulations, principled interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes conflictnterpretations by tax authorities of thesesgidtions. It is not uncommon for tax
authorities in different countries to have confiigt views, for instance, with respect to, amongeotthings, the manner in which the asm’
length standard is applied for transfer pricingpmses, or with respect to the valuation of intéllatproperty. In addition, tax laws are dyna
and subject to change as new laws are passed andhtegpretations of the law are issued or appliedparticular, there is uncertainty
relation to the U.S. tax legislation not only imnts 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 Wievédds in compliance wit
current prevailing tax laws. However, the tax bésefhich we intend to eventually derive could belermined if we are unable to adapt
manner in which we operate our business and dokéanging tax laws.
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Changes in tax laws or tax rulings could materialffect our financial position and results of opetians.

The current U.S. administration and key member€aigress have made public statements indicatirigtdiareform is a priority. Certs
changes to U.S. tax laws, including limitationstba ability to defer U.S. taxation on earnings méf the United States until those earn
are repatriated to the United States, as well asgéds to U.S. tax laws that may be enacted inuhed, 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 dsitess. 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 financiasipion and results of operations.

If our goodwill or intangible assets become impaiieve may be required to record a significant chartp earnings

Under GAAP, we review our intangible assets for@mnment when events or changes in circumstancesaitedthe carrying value may |
be recoverable. Goodwill is required to be tested ifmpairment at least annually. Factors that maycbnsidered include a change
circumstances indicating that the carrying valuewf goodwill or other intangible assets may notdxoverable include declines in our si
price and market capitalization or future cash #iqwojections. We recorded a significant amourgaafdwill related to our acquisition of Qy
in the fourth quarter of 2012 and our acquisitibBeatMe 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 resaltan impairment charge to our goodwill and intafegidssets. Any such material charges
have a material negative impact on our financial eperating results.

Risks Related to Ownership of Our Class A Common 8tk

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

Our Class B common stock has 10 votes per shageg@nClass A common stock has one vote per sBanekholders who hold shares
Class B common stock, including our founders, des; executive officers and employees and théiiaés, together beneficially own sha
representing approximately 64% of the voting poafesur outstanding capital stock as of March 31,28 onsequently, the holders of Cla:
common stock collectively will continue to be aldtecontrol all matters submitted to our stockhoddfar approval even though their st
holdings represent less than 50% of the outstanstiages of our common stock. Because of the 1Dwoting ratio between our Class B .
Class A common stock, the holders of our Class frnon stock collectively will continue to controhaajority of the combined voting pow
of our common stock even when the shares of ClassrBmon stock represent a small minority of allstartding shares of our Class A
Class B common stock. This concentrated contrdllimit your ability to influence corporate matteier the foreseeable future, and, as a re
the market price of our Class A common stock cindchdversely affected. Future transfers by holdefslass B common stock will genere
result in those shares converting to Class A comstock, which will have the effect, over time, n€ieasing the relative voting power of th
holders of Class B common stock who retain thedrrs$ in the long term, which may include existiagrfders, officers and directors and t
affiliates.

*Qur 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, sofmetich are beyond our control. Between Januar2Q1,3 and March 31, 2014, our Clas
common stock’s daily closing price has ranged f&i8.70 to $98.04. In addition to the factors disedsin this “Risk Factors’ section an
elsewhere in this Quarterly Report, factors thay geuse 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 niéfgrings by us or our competitors;

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

e additions or departures of key personnel;

e issuance of research or reports by securities st3a



e fluctuations in the valuation of companies perceitsg 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 olutsms;

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 egpeed extreme price and volume fluctuations thae lefected and continue to affect
market prices of equity securities of many compsniehese 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 oratitamal 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. We may be the target of this type digition in the future. Securities litigation agstius could result in substantial costs and ¢
our management’s attention from other businessearos¢ which could harm our business.

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

We have never declared or paid any cash dividendsuo common stock and do not intend to pay any cidd@dends in the foreseea
future. We anticipate that we will retain all ofrduture earnings for use in the development oftmusiness 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 dogaws may have the effect of delaying or prevantirchange in control or changes in
management. Our amended and restated certificateaforation and amended and restated bylawsdegbrovisions that:

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

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

e specify that special meetings of our 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 directorsier holders of a supermajority of our outstandingres of capital stock to amend
bylaws and certain provisions of our certificatéraforporation; and

o reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any aiterny our stockholders to replace or remove ouectt 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 20Bi@fDelaware General Corporation L
which generally prohibits a Delaware corporatioanir engaging in any of a broad range of businessbowtions with any “interested”
stockholder for a period of three years followihg tate on which the stockholder became an “intedéstockholder.
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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 repattsdcurities or industry analy
publish about us or our business. We do not hayecantrol over these analysts. If one or more ef dnalysts 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 onws, 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 thelgie market could cause our share price to decline.

Sales of a substantial number of shares of oursGdasommon stock in the public market, particulasgles by our directors, officers
employees and significant stockholders, or the gion that these sales might occur, could degtessnarket price of our Class A comn
stock and could impair our ability to raise capitadough the sale of additional equity securitiés.of March 31, 2014, we had 60,908,
shares of Class A common stock and 10,643,936 slodr€lass B common stock outstanding. Althoughulalip market exists for our Class
common stock only, shares of Class B common stoelganerally convertible into an equivalent numiiieshares 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 offkehange 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 mordcditf time-consuming or costly, al
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, ifu&ed, 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, management’s attention may be divefiteoh other business concerns, which could harmbuginess and operating rest
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 stagislaelating to corporate governance and publiclasce are creating uncertainty
public companies, increasing legal and financiahptiance costs and making some activities more tioresuming. These laws, regulations
standards are subject to varying interpretatiansnany cases due to their lack of specificity, ama 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 rg¢r@ad 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 theviigs intended by regulatory or governing boddse to ambiguities related to pract
regulatory authorities may initiate legal proceegilmagainst us and our business may be harmed.

We also expect that being a public company thatulgect to these new rules and regulations will eniakmore expensive for us to obt
director and officer liability insurance, and weyrize required to accept reduced coverage or indestantially higher costs to obtain cover:
These factors could also make it more difficult fizrto attract and retain qualified members of lmard of directors and qualified execu
officers.

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

Use of Proceeds from Public Offering of Common Stéc

On March 2, 2012, we closed our initial public oiifg, in which we sold 8,172,500 shares of ClagsoAmon stock at a price to the pu
of $15.00 per share. The aggregate offering pucesiiares sold in the offering was approximatel22s@ 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 datebhas 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.daniltash 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.
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Issuer Purchases of Equity Securities

The table below provides information with respecteépurchases of shares of our Class B common.disckhares 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 Paid Plans or Under the Plans

Period Purchased®  per Share Programs or Programs
January 1 — January 31, 2014 — — — —
February 1 — February 28, 2014 395: ¢ 91.30 — —
March 1 — March 31, 2014 — — — —
Total 395z & 9137 — —

(1) Represents shares withheld to satisfy tax withimgldibligations in connection with the vesting ofpdayee 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 ExHildiex immediately following the signatt
page of this report and is incorporated into ttesnl 6 by reference.
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SIGNATURES

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

YELP INC.

Date: May 5, 201- /s/ Rob Krolik
Rob Krolik
Chief Financial Officel
(Principal Financial Officer and Duly Authorizedddiatory)




Exhibit
Number

EXHIBIT INDEX

Exhibit Description

Incorporated by Reference

Filed
Herewith

Form File No.

Exhibit

Filing Date

2.1

3.1
3.2
4.1
4.2
4.3
31.1
31.z
32.11

101.INS#
101.SCH;s
101.CAL#A
101.DEFH
101.LAB4#
101.PRE

Agreement and Plan of Merger, dated July 18, 286¢$3and amon
Yelp Inc., SeatMe, Inc., Ranger Merger Corp., RarMerger LLC
and Alexander Kvamme, as Stockholders’ Agent.

Amended and Restated Certificate of Incorporatio¥iedp Inc.
Amended and Restated Bylaws of Yelp Inc.

Reference is made to Exhibits 3.1 and 3.2.

Form of Class A Common Stock Certificate.

Form of Class B Common Stock Certificate.

Certification pursuant to Rule 13a-14(a)/15d-14(a).
Certification pursuant to Rule 13a-14(a)/15d-14(a).

Certifications of Chief Executive Officer and Chidfinancia
Officer.

XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation Linkbase Docute
XBRL Taxonomy Extension Definition Linkbase Docurhen
XBRL Taxonomy Extension Labels Linkbase Document.
XBRL Taxonomy Extension Presentation Linkbase Doenin

8-K  001-35444

8-K  001-35444
S-1/A  333-17803(

S-1/A  333-17803(
18 333-17803(

99.1

3.1
3.4

4.1
4.2

7/24/2013

3/9/2012
2/3/2012

2/3/2012
2/3/2012

X X

X XX X[ X X

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

# Pursuant to applicable securities laws and reguiatithe Registrant is deemed to have complied théheporting obligation related
the submission of interactive data files in suchilexs and is not subject to liability under anytignaud provisions of the fede
securities laws as long as the Registrant has raagieod faith attempt to comply with the submissiequirements and promp
amends the interactive data files after becomingravthat the interactive data files fails to compith the submission requiremel
These interactive data files are deemed not fitgohot of a registration statement or prospectupimposes of Sections 11 or 12 of
Securities Act of 1933, as amended, are deemefdilaedtfor the purposes of section 18 of the SemsgiExchange Act of 1934,
amended, and otherwise are not subject to liahilitger those section




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 circunt&ts under which such statements were made, nteauisg with respect to the per
covered by this repor

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

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

a) Designed such disclosure controls and procedumresaonsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, 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 répgr, or caused such internal control over finahoéporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arte preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registiadtsclosure controls and procedures and presamtéi report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrastnos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an Annugbdt8 that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden!
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 refpahcial information; an

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: May 5, 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 circunt&ts under which such statements were made, nteauisg with respect to the per
covered by this repor

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

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

a) Designed such disclosure controls and procedumresaonsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, 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 répgr, or caused such internal control over finahoéporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arte preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registiadtsclosure controls and procedures and presamtéi report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrastnos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an Annugbdt8 that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden!
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 refpahcial information; an

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: May 5, 2014

/s/ Rob Krolik

Rob Krolik
Chief Financial Officer




E xHiBIT 32.1

CERTIFICATION

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

1. The Company’s Quarterly Report on FormQader the period ended March 31, 2014, to whick ®ertification is attached as Exh
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 havehsst hands hereto as of the 5th day of May, 2014.

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

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




