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Unless the context suggests otherwise, referemcessi Annual Report on Form 10-K, or Annual Reptot‘Yelp,” the “Company,” “we,”
“us,” and “our” refer to Yelp Inc. and, where appriate, its subsidiaries.

Yelp, Yelp Inc., the Yelp logo, Eat24, SeatMe arigeo trade names, trademarks or service marks lgf &fgpearing in this Annual Rep
are the property of Yelp. Trade names, trademankisservice marks of other companies appearingitnAhnual Report are the property
their respective holders.

Unless the content otherwise indicates, where e e this Annual Report to our “mobile applicatfoor “mobile app,”we refer to all ¢
our applications for mobile-enabled devices; rafees to our “mobile platformfefer to both our mobile app and the versions afwebsite
dedicated to mobile-based browsers. Similarly,reafees to our “websitefefer to both the U.S. and international versiohswr website, ¢
well as the versions of our website dedicated tbiladbased browsers.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report contains forwaldeking statements that involve risks and uncetién as well as assumptions that, if they n
materialize or prove incorrect, could cause ouultsgo differ materially from those expressedrplied by such forwardboking statement
The statements contained in this Annual Reportdhatnot purely historical are forwalobking statements within the meaning of SectioA
of the Securities Act of 1933, as amended, or theufties Act, and Section 21E of the Securitiesiaxge Act of 1934, as amended, ol
Exchange Act. Forward-looking statements are oiemtified by the use of words such as, but noitéchto, “anticipate,” “believe,” “can,”
“continue,” “could,” “estimate,” “expect,” “intend,"may,” “might,” “plan,” “project,” “seek,” “shoutl,” “target,” “will,” “would” and simila
expressions or variations intended to identify farsMooking statements. These statements are basebeobeliefs and assumptions of
management based on information currently availablemanagement. Such forwalabking statements are subject to risks, uncer&sran:
other important factors that could cause actuallt®sand the timing of certain events to differ erally from future results expressec
implied by such forward-looking statements. Factiat could cause or contribute $ach differences include, but are not limited tmsk
discussed in the section titledRisk Factors’ include d under Part I, Iltem 1A below. Furthermosuch forwardeoking statements speak o
as of the date of this report. Except as requisethty, we undertake no obligation to update anwéord{ooking statements to reflect event:
circumstances after the date of such statements.
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PART I
Item 1. Business.
Company Overview

Yelp connects people with great local businessdsrimging “word of mouth” online and providing agplormfor businesses and consun
to engage and transact. With a total of approximaté.2 million cumulative reviews of almost eveype of local business in 29 countries ¢
December 31, 2014 , we are one of the world’s leatbical business review sites.

Our platform provides value to consumers and bgsie® alike by connecting consumers with great loagasinesses at the critical mornr
when they are deciding where to spend their mohkg.key strengths of our platform include:

e Discovery.Our platform is transforming the way people disadeeal businesses. Each day, millions of consunassit our website ¢
use our mobile app to find great local businessa®ndet their everyday needs. Our strong brand laadjsality of the content on ¢
platform have enabled us to attract this largeenah with minimal organic traffic acquisition casts

e EngagementYelp provides a platform for consumers to sharér theeryday local business experiences, througheves; tips, photc
and videos, and engage directly with businessesugin reviews and our Message the Business fea@ue platform also provid
businesses of all sizes with a variety of free paid services that help them engage with consurBeisinesses can register a busi
account for free and “claimthe Yelp business page for each of their locatiafiswing them to enhance the page with additi
information about their business and respond t@ves; among other features.

e Advertising.Businesses that want to reach our large audiencerfumers can also pay for premium services tmpt® themselve
through targeted search advertising, discountegt®find further enhancements to their business pégealso offer display advertisi
and brand sponsorships for national brands that weaimprove their local presence. We generatemeeeprimarily from the sale
advertising on our website and mobile app to thessnesses. During the year ended December 31, 2l denerated net revenue
$377.5 million, representing 62% growth over 20&3net profit of $36.5 million and an adjusted EBADf $70.9 million. Fo
information on how we define and calculate adjusE@&ITDA and a reconciliation of adjusted EBITDA et profit , see ‘Selecte
Consolidated Financial and Other Datan this Annual Report.

e Transactionsin 2013, we introduced the Yelp Platform, whicltoals consumers to transact with local businesseswways directl
on Yelp. In addition to providing consumers witls@tinuous experience from discovery to completibiransactions such as ordel
food through a local delivery service and bookimtehrooms, the Yelp Platform creates an additigoéht of consumer engagement
local businesses.

At the heart of our business are the vibrant comitimsnof contributors across the world that conttébthe content on our platform. Th
contributors provide rich, firsthand informationcaib local businesses in the form of reviews anihgat tips, photos and videos. Each rev
tip, photo and video expands the breadth and deftie content on our platform, which drives a pdwenetwork effect: the expanded cont
draws in more consumers and more prospective btombrs. This increase in content and consumeridraff turn improves our val
proposition to local businesses as they seek @aggd and effective advertising solutions. For te&son, we foster and support commur
of contributors and make the consumer experiencéighest priority.

Of the approximately 71.2 million cumulative reviewur contributors had submitted through Decemlder2®14, approximately 5(
million were recommended and available on businesdile pages; approximately 16.3 million were metommended and available
secondary pages; and approximately 4.9 million ieeh removed from our platform. Although they do factor into a business’overall ste
rating, we provide access to reviews that are robommended because they provide additional pergpscand information on review
businesses, as well as transparency of the effichoyr automated recommendation software.

1
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The reviews contributed to our platform cover aevi@t of local business categories, including ueatds, shopping, beauty and fitness,
arts, entertainment and events, home and locaicesihealth, nightlife, travel and hotel, auto atiter categories. We highlight below the
breakdown by industry of local businesses that mageived reviews on our platform and the breakdbwimdustry of reviews contributed to
our platform through December 31, 2014.

Reviewed Businesses

| Shopping

M Restaurants

B Home & Local Services

M Beauty & fitness

M Arts, Entertainment &
Events

W Heatth

W Auto

1 Nightlife

Travel & Hotel

Reviews*

m Shopping

M Restaurants

¥ Home & Local Services
B Beauty & fitness

m Arts, Entertainment &

Events

M Health

B Auto

*  The charts above include information based uponaitributed reviews and include some businessgshtive only received reviews t
are not recommended or have been remc

We believe that the concentration of reviews in ragtaurant and shopping categories in particslarimarily due to the frequency w
which individuals visit specific businesses or egg@n certain activities versus others. For exammteindividual may eat at a restaurant t
times in one week or go shopping once a week, fitsame individual is unlikely to visit a mecharget a haircut or use a home or I
service with the same frequency.The top five industategories accounted for an aggregate of 76%uoflocal advertising revenue for
quarter ended December 31, 2014, broken down Esvi&l Home & Local Services, 26%; Restaurants, 1B¥guty & Fitness, 13%; Heal
11%; and Shopping, 11%.
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Our Products
Local Advertising

We provide both free and paid business listing petglto businesses of all sizes. In addition, wabknbusinesses to deliver targeted s¢
advertising to large local audiences through oursite and mobile app. We recognize revenue fromsetipeoducts as local advertising revei

Free Online Business Accol We enable businesses to create a free online lmssimecount and claim the page for each of
business locations. With their free business adsplusinesses can view trends (e.g. statisticxhad:
of the performance of their pages on our platfornsg the Revenue Estimator tool (e.g. to quantié
revenue opportunity Yelp provides), message custernfe.g. to reply to reviews either publicly
privately), update information (e.g. address, hafirgperation) and offer Yelp Deals and Gift Cectte:
(as described below

Enhanced Profile Our enhanced profile solution eliminates searcteedhing from a business’profile page and allows t
business to incorporate a video clip or photo sktlew on the page. Businesses can also pron
desired transaction of their choosing — such a®duling an appointment or printing a coupen
directly on their business listing pages with owall@o Action feature. This feature takes consul
directly from a busine’s listing page to the busin’s own website to complete the acti

Branded Profile For businesses with ten or more locations, ourdedrprofile solution offers the ability to incorpbe :
video clip or photo slide show, as well as a CallAction Button, on each locatian’business listir
page.

Search and Other Ads We allow businesses to promote themselves as asspah search result on our platform and or

listing pages of related businesses. We sell adstbar a pe-impression or peclick basis.

Online Reservations We provide restaurants, nightlife and certain othemues with the ability to offer online reservat
directly from their Yelp business listing pagesotigh our SeatMe feature, which also offers front-o
house management tools. We also offer Yelp Redensta free tool with basic reservation functiaty:
for businesses in the restaurant and nightlifegrates.

Brand Advertising

We offer advertising solutions for national brarlat want to improve their local presence in thenfof display advertisements and br
sponsorships. Our national advertisers includeitgatrands in the food and restaurant, automofii@ncial services, logistics, consut
goods and health and fitness industries. We rezegeivenue from these products as brand advertisirenue.

Traditional Display Advertising We offer both graphic and text display advertisetm@m our website and mobile app. We typically
these ads on a pénpression basis. We offer businesses display &dirgy opportunities on our mob
app through display ads that are optimized fomtiobile experience, on our home page and on indi
web pages
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Brand Sponsorshig Our fixedprice brand sponsorships provide businesses withugxity over a section or advertisem
placement on Yelp for a fixed period of time. Brasdonsorships are generally associated w
particular platformr— desktop, mobile web or mobile a— and are short in duratio

Other Services

In addition to our business listing and advertisprgducts, we also offer several features and coasinteractive tools to facilita
transactions between consumers and the local lmssineghey find on Yelp. We recognize revenue fioese sources as other services revenu

Yelp Platform The Yelp Platform allows consumers to transactatiyeon Yelp. Through partnerships with compa
including Eat24 (which we acquired in February 20Booker, Hipmunk and CellarPass, consumer
currently able to complete food delivery transatsiobook spa and salon appointments, and make
bookings and winery reservations, all without leavyelp.

Yelp Deals Our Yelp Deals product allows local business owrtersreate promotional discounted deals for
products and services, which are marketed to coesuthrough our platform. Yelp Deals typically h
a fee structure based solely on transaction volwitteno upfront costs, and we typically earn aliese:
on the discounted price of each deal sold. We ga# customer payments and remit to the busitie
revenue share of any Yelp Deal purcha:

Gift Certificates Our Gift Certificates product allows local businessners to sell fullprice gift certificates directly
customers through their business profile pages.blisiness chooses the price point to offer (frof &
$500), and the buyer may purchase Gift Certificaiesominated in such amounts. We earn a fee
on the amount of the Gift Card sold. We processafisumer payments and remit to the busines
revenue share of any Gift Certificate purcha:

The following table provides a breakdown of ouraewe by product for the years indicated:

Year Ended December 31,
2014 2013 2012

Percentage of total net revenue by product:

Local advertising 85% 83% 79%
Brand advertising 9 12 15
Other services 6 5 6
Total 10(% 10C% 10(%
Our Strategy

Our mission is to connect people with great loasdibesses. We focus on the following key stratetpiegrow our business, audience
consumers and advertiser base:
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Accelerate Network Effec

e Expand ConteniWe believe that as the amount of content on ouffgsta grows, our platform will become more widelpdwn ani
relevant to broader audiences, thus attractingamwsumers to use our service. Accordingly, we @ahtinue to explore ways to exp:
our content and further enable contributors to eshheir local experiences through detailed reviggbmtos, tips and other forms
content contribution across our platform. For exeEnm the fourth quarter of 2014, we acquired Resdnt Kritik, a German revie
website, and Cityvox, a French review website. W go migrate the content from those sites tothfp platform in 2015, therel
increasing the depth and breadth of our Europeatent In 2014, we also entered into a strategitmpeship with YP -the compan
formerly known as Yellow Pages — pursuant to whiéhbusiness owner profile data will appear on datfprm.

® |ncrease TrafficAs we continue to grow our contributor and consuifeetprint within Yelp communities, we expect toniedit from
accelerating network effect dynamics, further dviythe growth of reviews, consumers and local lassiractivity. In the first quarter
2014, we entered into a partnership with Yahoalde Yelp content to power Yahoo Search in the driiates, which we believe v
increase our brand recognition and enable us tthraaarger audience. In addition, we expect tdoreet traffic from the Restaure
Kritik and Cityvox websites following our plannedgration of the content from those sites in 201% &0 plan to continue to inves
the development of our mobile platform to take adage of the growing number of consumers accesgeig through their mobil
devices.

® |ncrease EngagemerBy continuing to expand our community engagemefdref and providing a more featurieh experience, w
believe we can increase the number of visits andches per user. In 2014, we added a number ofemwres aimed at increasing
engagement, including mobile review translationsy tMessage the Businesgeature, which allows consumers to contact |
businesses directly, and the ability for consunb@rgpload short videos. In 2014, we also introdu€edhmunity Ambassadors — a part
time position similar to Community Manage— to foster and support contributors in certain of smaller communities

Enhance Monetizatior

e Attract More BusinesseAs of December 31, 2014, we were recognizing regeinom approximately 93.7 thousand local busine
accounts; with approximately 62.4 million local messes on our platform as of that date, we belibgee is significant opportunity
increase the number of local businesses advert@ingelp. In particular, we believe that the con&d expansion of the Yelp Platfol
new business owner products and comprehensive toolmeasure the effectiveness of our products @nltourage businesses
advertise on our platform. For example, in 2014,laveched a Yelp for Busine€wners app, designed to make it easier for bus
owners to engage consumers, and Yelp Reservatidinee tool that allows businesses in the restawmath nightlife categories to st
taking online reservations.

e Expand Our Sales EffortWe plan to continue to grow our sales force andegrpsales partnerships so we can reach more lss&it
During 2014, we continued to invest aggressivelgates resources. We believe this ongoing invedtinesur sales force will drive i
increase in local businesses advertising on Yelgddition, we will continue to explore partnershipuch as our YP partnership, for
sale of our products.

e Expand Our Portfolio of Reven-Generating ProductdVe plan to continue to grow and develop advertising eeommerce produc
and partner arrangements that provide incrememtiaievto our advertisers and business partners doueage them to increase tt
advertising budgets allocated towards our platfdm2014, we continued to expand the Yelp Platféonprovide consumers with
continuous experience from discovery to completadntransactions across new verticals. For exampie,added the ability fi
consumers to book spa and salon appointments thrBogker, make hotel bookings through Hipmunk arakenwinery reservatio
through CellarPass. However, as we explore oppititgrio monetize our products, we remain dedicédetihering to high standards
user experience. We will not incorporate advergjsim other products or solutions that we believey macessively degrade the L
experience and potentially alienate users, evéreif might result in increased short-term mondtrat

e Expand Our ReactWe also plan to continue to innovate and introdoge content and solutions on new platforms andriligion
channels such as automobile navigation systems;enabled televisions and voiegabled mobile devices. For example, in 2014
brought Yelp content to wearable devices, sucimtd’'$ MICA intelligent bracelet. In addition, we conimto have relationships w
several companies such as Microsoft Corporation Apmple Inc., under which we make our content anlditgsms available on the
website and consumer devices, respectiy
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Marketing
Community Management

We have a team of Community Managers and Commuitpassadors based across the United States ar@ldaudtries internationall
whose primary goals are to support and grow theiall communities of contributors, raise brand awass and engage with their surroun
communities through:

e planning and executing fun and engaging eventthBocommunity, such as parties, outings and aietévét restaurants, museums, he
and other local places of interest;

e getting to know community members and helping tlygito know one another as a way to foster annefftiommunity experience tl
can be transferred online;

e promoting Yelp, including guest appearances onletavision and radio, and at local events sucboaeerts and street fairs; and

e writing weekly email newsletters to share information with the camity about local businesses, events and activ

Through these activities, we believe our commumitgnagement team helps us increase awareness dgflattorm and grow avi
communities who are willing to contribute contemtour platform. These active contributors to owtfoirm may be invited to attend sponsc
social events, but do not receive compensatiorthfeir contributions. This community growth drivéeetnetwork effect whereby contribu
reviews expand the breadth and depth of our cobtse. This expansion draws an increasing numbasrefumers to access the content ol
platform, thus inspiring new and existing contrifinstto create additional reviews that can be shaitddthis growing audience.

There are currently active Yelp communities in Artyga, Australia, Austria, Belgium, Brazil, Cana@ile, the Czech Republic, Denme
Finland, France, Germany, Hong Kong, Ireland, Itdlgpan, Mexico, The Netherlands, New Zealand, gr#Poland, Portugal, Singapc
Spain, Sweden, Switzerland, Turkey, the United dorg and the United States.

Community Development

The Yelp communities that we have established te deve generally followed a similar developmenthpa prelaunch contetr
development phase, followed by the hiring of a Camity Manager, leading to review growth and consuawivity, which, at scale, suppc
our sales efforts to local businesses.

We select new locations based on a number of diftelocationspecific criteria, including, but not limited toppulation size, local gro
domestic product, prexisting base of reviews on our platform, Interaed wireless penetration, proximity to existing keds, number of loc
businesses and local ad market growth.

Before launching in any country, we license bussriesing information from thirgsarty data providers and create individual pageséal
business location in the entire country. During ftie-launch preparation phase, we sometimesdripdrary local employees, called “scouts,
to provide additional rich content, such as revigw®tos and hours of operation. To bolster the nitiegf the content they provide, we clos
monitor their contributions to the platform, protithem from reviewing businesses with which theyé a conflict of interest and iden:
them in their public profiles as paid contributofd. launch, consumers can read and write revievwmitabny business on our platform
contribute information about businesses that ataineady listed.
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After launch, we focus on attracting a communitycoftributors, consumers and local businesses tt@latform by hiring a Communi
Manager to raise brand awareness and foster locggement as described above. At scale, our platfeaches a critical mass of revie
consumers and claimed local business accountsyweniegin an active sales effort with local busiessg hereafter, our largest expens
related to sales efforts to attract local busirebgertising customers. In Yelp communities thatehattained this level of development,
expect to achieve economies of scale and operetisigleverage.

To further illustrate the development of Yelp commities as they scale, we highlight below our revaawd revenue metrics for three coh
of Yelp communities in the United States: the Yetpnmunities that we launched in 20P806; the Yelp communities that we launche
2007-2008; and the Yelp communities that we lauddhe€2009-2010.

Year-Over-
Average Year-Over- Average Year
Cumulative Year Local Growth in
Reviews Growth in Advertising Average
Number of as of Average Revenue Local
Yelp December 31 Cumulative in Q4 Advertising
U.S. Market Cohort Communities 2014 Reviews(® 2014@) Revenue®)
2005 — 2006 Cohort 6 4,72¢ 31% $ 6,532 52%
2007 — 2008 Cohort 14 1,02¢ 4% $ 1,80z 63%
2009 — 2010 Cohort 18 344 43% $ 47C 78%

(1) A Yelp community, which we previously referred ®a Yelp market, is defined as a city or regiowiich we have hired a Commur
Manager.

(2) Average cumulative reviews is defined as the totathulative reviews of the cohort as of December2R1,4 (in thousands), includi
the reviews that were not recommended or had bemowved from our platform, divided by the numberYa&flp communities in tr
cohort.

(3) Year-overyear growth in average cumulative reviews compdinesaverage cumulative reviews as of December 814 2with the
average cumulative reviews as of December 31, 2

(4) Average local advertising revenue is defined astoti@ local advertising revenue from businesseth@cohort for the quarter enc
December 31, 2014 (in thousands), divided by threlrar of Yelp communities in the cohc

(5) Year-overyear growth in average local advertising revenuapares local advertising revenue for the quartdedrDecember 31, 20
with local advertising revenue for the quarter ehBecember 31, 201

In general, the Yelp communities in our earlier Lt@&mmunity cohorts are more populous than thodatér cohorts, and we have alre
entered many of the largest cities in the Uniteate3t For these and other reasons, launching adaittommunities in the United States |
not yield results similar to those of our existldds. communities.

Advertising

We have not historically spent significantly on keting programs, but have focused instead on ocgand viral growth driven by o
community development efforts as described abowsvaver, we believe there may be significant oppotyuto increase our traffic and bre
awareness through targeted advertising programsvanidegan selectively testing advertising to coremsnthrough various online and offl
channels in the second half of 2014. We plan tdicoe our selective advertising efforts in 2015.r @arketing expenses may increase i
significantly expand these efforts to attract addil consumers.
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Sales

We sell our products directly through our salegdoindirectly through partners and online throogh website. Our sales force consiste
1,547 employees as of December 31, 2014 and iseldda San Francisco, California; Scottsdale, AmeroNew York, New York; Dublii
Ireland; and Hamburg, Germany. A new sales officEhicago, lllinois is expected to open in thetfgearter of 2015.

Direct SalesA large majority of our sales force is dedicatededing our local advertising products. A smattemponent of our sales fol
is responsible for selling display advertisementsl &rand sponsorships to national advertisers. ILsakes representatives are prime
responsible for generating qualified sales leadsdeyntifying and contacting local businesses thiodirect engagement, direct marke
campaigns and weeklyraails to claimed local businesses. Although weaggortunity to deepen our relationships with erigtcustomers,
date our sales force has focused on increasinguuevey adding new local advertising accounts. Sagesentatives are typically compens
on the basis of revenue booked over a given period.

Sales Partnershipsn 2014, we entered into a partnership with YP undgich YP sells certain of our local advertisimgpgucts as part of
package with its own advertising products to itgeatiser base. The products covered by this arraegeinclude our enhanced profile and
to Action products. We continue to explore addisibpartnerships for the sale or bundling of ourdoicis.

Self-Service AdOur online, or selkervice, sales channel allows businesses to pwdoaal advertising solutions directly from
website. Businesses can purchase performance-baseger-click sponsored search advertising diyebtiough this channel.

Technology

Product development and innovation are core piliéuisur strategy. We aim to delight our users amsiress partners with our products.
provide our web-based and mobile services usingnemation of in-house and third-party technologiuons and products.

e Search and Ranking TechnologWe leverage the data stored on our platform amdpooprietary indexing and ranking technique
provide our users with contextual, relevant andtaidate results to their search queries. For examplesonsumer desiril
environmentally friendly carpet cleaners does retehto call individual cleaners to inquire abowtithuse of chemicdbased cleanir
solutions. Instead, the consumer can search forr@ammentally - friendly carpet cleanersh Yelp and discover cleaners with the
service and “green” cleaning products that serspegific neighborhood .

¢ Recommendation SoftwaWe employ our proprietary automated recommendataftware to analyze and screen all reviews subd
to our platform. We believe our recommendation tetbgy is one of the key contributors to the qyadihd integrity of the reviews
our platform and the success of our service. See ‘Consumer Protection Efforts below for additional details regarding !
recommendation software.

® Mobile Solutions.As mobile device usage has grown over the pastraeyears, we have invested significant resources the
development of a comprehensive mobile platformdonsumers supporting the major smartphone operatistems available tod:
including iOS, Android and Windows Mobile. Over gmwe have enhanced the functionality of our mopikform, such that
provides similar and, in some areas, greater fanatity than our website. Some of the innovatioresimtroduced through our mok
platform include “check-ins,” “tips,” “comments,Nearby” and “Monocle,’our augmented reality feature. Mobile devices antex
for approximately 65% of all searches on our platfon the quarter ended December 31, 2014, andoappately 43% of our uniqt
visitors in the quarter ended December 31, 2014 werour mobile website. In December 2014, we &soched a mobile app |
business owners, designed to make it easier fon tteeengage with their customers and manage thelp Yrofiles. The Yelp fc
Business Owners app is currently available for &8 Android.
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e Advertising TechnologieWe use proprietary ad targeting and delivery tetdgies designed to provide relevant local advenisets
Our proprietary ad delivery system leverages ougus repository of data to provide useful ads tersisand high value leads
advertisers.

® |nfrastructure.Our web and mobile platforms are currently hostexinf multiple locations. The primary and secondamgations ar
within shared data center environments in Califorand Virginia. We also host parts of our infrastuwe through Amazon W
Services, as well as with thigghkrty leased server providers. Our web and moliéggums are designed to have high availabilitgnt
the Internet connectivity providers we choose h gervers, databases and networking hardwareveheeploy. We design our syste
such that the failure of any individual componenhot expected to affect the overall availabilifyoar platform. We also leverage ot
third-party Internet-based (cloud) services suchichscontent storage, map-related services, adregand bulk processing.

e Network Security.Computer viruses, malware, phishing attacks, denfigkrvice and other attacks and similar disruptiomsnm
unauthorized use of computer systems have become pnevalent in our industry, have occurred on systems in the past, and
expect them to occur periodically on our systemshin future. For this reason, our platform includebost of encryption, antivirt
firewall and patchmanagement technologies designed to help protettraintain the systems located at data centerseisas othe
systems and computers across our busil

Consumer Protection Efforts

Our success depends on our ability to maintainumes trust in our solutions and in the quality amegrity of the user content and ot
information found on our platform. We dedicate figant resources to the goal of maintaining antiagiting the quality, authenticity &
integrity of the reviews on our platform, primartlyrough the following methods:

Automated Recommendation Softwakée use proprietary software to analyze the religbdnd utility of each review submitted to «
platform. The software applies the same objectteadards to each review based on a wide range tafat®ociated with each review
reviewer —regardless of the business being reviewed. Thetsestl this analysis can change over time as tHewace factors in ne
information, which may result in reviews that w@reviously recommended becoming not recommendetreiews that were previously |
recommended being restored to recommended sta¢wgegs that the software deems to be the most uartlreliable are published direc
on business listing pages, though neither we nersthftware purport to establish whether or not myvidual review is authentic. As
December 31, 2014, our software was recommendipgoajmately 70% of the reviews submitted to ourtfolan. Reviews that are r
recommended are published on secondary pages andtdactor into a business’s overall star ratidg.of December 31, 2014, 23% of
reviews submitted to our platform were not recomdeehbut still accessible on our platform.

Sting OperationsWe routinely conduct sting operations to identifysinesses and individuals who offer or receive cdistounts or oth
benefits in exchange for reviews. For example, vay mespond to advertisements offering to pay fetesgs that are posted on Craigs
Facebook and other platforms. We also receive aveltigate tips from our users about potential paidews. If we identify or confirm ai
such issues through our investigations and ope&stwe typically pursue one or more of the coutdezction described below (each of wt
we may also employ on a stand-alone basis).

Consumer Alerts Program¥Ve issue consumer alert warnings on businessdigiages from time to time when we encounter susyx
activity that we believe is indicative of attemptsdeceive or mislead consumers. For example, weissae a consumer alert if we encoun
business attempting to purchase favorable reviewes large number of favorable reviews submittednfiihe same Internet Protocol addr
Consumer alerts generally remain in effect for 89 or longer if the deceptive practices continue.
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Coordination with Law EnforcementVe regularly cooperate with law enforcement andsoomer protection agencies to investigate
identify businesses and individuals who may be gadan false advertising or deceptive businesstigexrelating to reviews. For example
2013, we assisted the New York Attorney Generah Wperation Clean Turf,” an undercover investigattargeting review manipulation #
resulted in 19 companies agreeing to pay more $3&0,000 in fines to the State of New York.

Legal Action.Our terms of service prohibit the buying and sgllof reviews, as well as writing fake reviews. fregious cases, we t¢
legal action against businesses we believe to gagad in deceptive practices based on these ptiohibi

Removal of ReviewsVe regularly remove reviews from our platform thed believe violate our terms of service, includimgthout
limitation: fake or defamatory reviews; contentttihas been bought, sold or traded; threateninggslsarg or lewd content, as well as |
speech and other displays of bigotry; and conteit ¥iolates the rights of any third party or applicable law. Users can access informe
about reviews that we have removed for a partidaleiness by clicking on a link on the businesstinlg pageAs of December 31, 2014, °
of the reviews submitted to our platform had besmaved.

Intellectual Property

We rely on federal, state, common law and inteamai rights, as well as contractual restrictioasptotect our intellectual property. \
control access to our proprietary technology armgbrithms by entering into confidentiality and intien assignment agreements with
employees and contractors, as well as confidetytiagireements with third parties.

In addition to these contractual arrangements, lse @ly on a combination of trade secrets, copysigtrademarks, service marks
domain names to protect our intellectual propafe. pursue the registration of our copyrights, tradeks, service marks and domain nam
the United States and in certain locations intéonatly. Our registration efforts have focused @ingng protection of our trademarks for Y
and the Yelp burst logo, among others. These naksnaterial to our business and essential to i@ndhidentity as they enable others to e
identify us as the source of the services offemsdln these marks.

Circumstances outside our control could pose aathte our intellectual property rights. For exampddfective intellectual propet
protection may not be available in the United Staie other countries in which we operate. Also, dffferts we have taken to protect
proprietary rights may not be sufficient or effgeti Any significant impairment of our intellectuatoperty rights could harm our busines
our ability to compete. Protecting our intellectpabperty rights is also costly and timensuming. Any unauthorized disclosure or use @
intellectual property could make it more expensgiveo business and harm our operating results.

Companies in the Internet, technology and mediaistrees own large numbers of patents and othetléotaal property rights, ai
frequently request license agreements, or thremtemter into litigation based on allegations dfingement or other violations of such rigl
We do not own any patents and, therefore, may lablarto deter competitors or others from pursuiatemt or other intellectual prope
infringement claims against us. From time to timve,receive notice letters from patent holders aligghat certain of our products and serv
infringe their patent rights. We are also currestipject to, and expect to face in the future gallions that we have infringed the tradem:
copyrights, patents and other intellectual propeigits of third parties, including our competitaad nonpracticing entities. As we fa
increasing competition and as our business growsyil likely face more claims of infringement.
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Competition

The market for information regarding local busimsssind advertising is intensely competitive anddhgpchanging. We compete 1
consumer traffic with traditional, offline local bimess guides and directories as welbter online providers of local and web search.alge
compete for a share of local businesses’ overaleriding budgets with traditional, offline media companiewl ather Internet marketi
providers. Our competitors include the followingég of businesses:

e Offline. Competitors include offline media companies andsiser providers, many of which have existing relasbips with loce
businesses. Services provided by competitors ringeyellow pages listings to direct mail campaigmsdvertising and listing servic
in local newspapers, magazines, television anaradi

e Online.Competitors also include Internet search engingsh as Google, Yahoo! and Bing, review and socidlian websites as well
various other online service providers. These ieltegional websites that may have strong positiopsirticular markets

Our competitors may enjoy competitive advantagesh s greater name recognition, longer operatistgries, substantially greater mai
share, established marketing relationships witkl, @rcess to, large existing user bases and subéfitagteater financial, technical and ot
resources. These companies may use these advattagfésr products similar to ours at a lower pridevelop different products to comg
with our current solutions and respond more quickhyg effectively than we do to new or changing apputies, technologies, standards
client requirements. Certain competitors could alse strong or dominant positions in one or moreketa to gain competitive advant:
against us in markets in which we operate.

We compete on the basis of a number of factors.civapete for consumer traffic on the basis of faciacluding: the reliability of ot
content; the breadth, depth and timeliness of m#dion; and the strength and recognition of ounfraVe compete for local businesses
advertising budgets on the basis of factors indgdihe size of our consumer audience; the effeotigs of our advertising solutions;
pricing structure; and recognition of our brand.

Government Regulation

As a company conducting business on the Internetar® subject to a variety of laws in the Unitedt& and abroad that involve mat
central to our business, including laws regardirigagy and data retention, distribution of ugenerated content, consumer protection anc
protection, among others. For example:

® Privacy. Because we receive, store and process personamafion and other user data, including credit dafdrmation in certai
cases, we are subject to numerous federal, statelogal laws around the world regarding privacy ahd storing, sharing, u:
processing, disclosure and protection of persarfatination and other user data.

e Liability for Third-Party Action.We rely on laws limiting the liability of providersf online services for activities of their userslathe
third parties.

e Advertising.We are subject to a variety of laws, regulationd gunidelines that regulate the way we distinguiafd gsearch results a
other types of advertising from unpaid search tssul

e |nformation Security and Data ProtectioThe laws in several states require companies tdemmgnt specific information secur

controls to protect certain types of informatiorkdwise, all but a few states have laws in plaggirgng companies to notify users
there is a security breach that compromises cecttiggories of their informatio
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Many of these laws and regulations are still evaglveand could be interpreted in ways that harm ausiness. The application &
interpretation of these laws and regulations atenofincertain, particularly in the new and rapieNylving industry in which we operate. Ti
may be interpreted and applied inconsistently famantry to country and inconsistently with our et policies and practices. For exam
regulatory frameworks for privacy issues are cuiyein flux worldwide, and are likely to remain $or the foreseeable future. Similarly, le
providing immunity to websites that publish uggmerated content are currently being tested hynzber of claims, including actions basec
invasion of privacy and other torts, unfair comfieti, copyright and trademark infringement and otheories based on the nature and co
of the materials searched, the ads posted or thtemioprovided by users. Changes in existing lasregulations or their interpretations, as
as new legislation or regulations, could increaseagiministrative costs and make it more diffidolt consumers to use our platform, resul
in less traffic and revenue. Such changes could miake it more difficult for us to provide effeaiadvertising tools to businesses on
platform, resulting in fewer advertisers and lesgnue.

As our business grows and evolves and our soluémesused in a greater number of countries, we alslb become subject to laws
regulations in additional jurisdictions. Foreigntal@rotection, privacy and other laws and regufetioan be more restrictive than those ir
United States. Any failure on our part to complyhwthese laws may subject us to significant ligibi.

Our Culture and Employees

We take great pride in our company culture and id@nst to be one of our competitive strengths. @uiture is at the foundation of ¢
success, and it continues to help drive our busifi@svard as a pivotal part of our everyday opersti It allows us to attract and retal
talented group of employees, create an energetik &ovironment and continue to innovate in a higtdynpetitive market. As of December
2014, we had 2,711 full-time employees globally.

Our culture extends beyond our offices and into ldeal communities in which people use Yelp. Oumoaunity management teasn’
responsibilities include supporting the sharingexfberiences by consumers in the local marketstiiegt serve and increasing brand aware
We organize events several times a year to recegniz most important contributors, facilitating éaface interactions, building the Yt
brand and fostering the sense of true communityhith we believe so strongly. We also engage withlsbusinesses. For example, in 2(
we created the Yelp Small Business Advisory Couasila way to interact with and get feedback fromamre community of local busine
owners. We have also worked with the U.S. Smallifiass Administration and other partners to edusatall business owners across
United States on best practices for online marlgetin

In addition, The Yelp Foundation, a nprefit organization established by our board ofdiors in November 2011, or the Founda
directly supports consumers and local businesst®isommunities in which we operate. In the quasteled December 31, 2011, our boal
directors approved the contribution and issuanadéo~oundation of 520,000 shares of our commockstaf which the Foundation had s
100,000 shares as of December 31, 2014. The Fdandeges the proceeds from the sale of its shdresrocommon stock to make grant:
local nonprofit organizations that are actively engaged upporting community and small business growth. Agc@nber 31, 2014, t
foundation held 420,000 shares of Class B comnuekstepresenting less than 1% of our outstandamital stock.

Information About Segment and Geographic Revenue

Information about segment and geographic revenwsetidorth in Note 16 of the Notes to Consolidakdancial Statements incluc
elsewhere in this Annual Report.

Seasonality

Our business is affected both by cyclicality inibhess activity and by seasonal fluctuations inrimé¢ usage and advertising spending.
believe our rapid growth has masked most of thdiaglity and seasonality of our business. As oweraie growth rate slows, we expect
the cyclicality and seasonality in our business fpegome more pronounced, causing our operatindtsasufluctuate. In particular, we exp
traffic numbers to be weakest in the fourth quasfehe year.
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Corporate and Available Information

We were incorporated in Delaware on September 34 20der the name Yelp, Inc. We changed our nanvelg! Inc. in late Septemhb
2004 and to Yelp Inc. in February 2012. Our priatipxecutive offices are located at 140 New MontgonStreet, San Francisco, Califol
94105, and our telephone number is (415) 9881. Our website is located at www.yelp.com, aadiovestor relations website is locate
www.yelp-ir.com.

We file or furnish electronically with the U.S. $eities and Exchange Commission, or SEC, our anremrts on Form 16 quarterly
reports on Form 10-Q, current reports on Fori 8ad amendments to those reports filed or furmigh@suant to Section 13(a) or 15(d) of
Exchange Act. We make copies of these reportsablailfree of charge through our investor relatioebsite as soon as reasonably practic
after we file or furnish them with the SEC.

We webcast our earnings calls and certain eventpavicipate in or host with members of the invesmtincommunity on our inves!
relations website. Additionally, we provide notdigons of news or announcements regarding our ¢iaaperformance, including filings wi
the SEC, investor events, press and earnings esleasd blogs as part of our investor relationssitebinvestors and others can rec
notifications of new information posted on our ista relations website in real time by signing apémail alerts and RSS feeds.

Information contained on or accessible throughwebsites is not incorporated into, and does natfpart of, this Annual Report or &
other report or document we file with the SEC, angl references to our websites are intended todmtive textual references only.

Item 1A. Risk Factors.

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

Risks Related to Our Business and Industry

If we are unable to increase traffic to our websiéed mobile app, or user engagement on our platfod@clines, our revenue, business ¢
operating results may be harmed.

We derive substantially all of our revenue from #iade of advertising, primarily through impressiamd clickbased advertising. Becal
traffic to our platform determines the number of ace are able to show, affects the value of thdset@businesses and influences the co
creation that drives further traffic, slower growtites may harm our business and financial resiis result, our ability to grow our busin
depends on our ability to increase traffic to ardriengagement on our platform. Our traffic coddablversely affected by factors including:

e Reliance on Internet Search EnginAs discussed in greater detail below, we rely aerlret search engines to drive traffic to
platform. However, the display, including ranking$,unpaid search results can be affected by a pumbfactors, many of which &
not in our direct control, and may change frequeribr example, a search engine may change itsngualtgorithms, methodologies
design layouts. As a result, links to our websitgymot be prominent enough to drive traffic to ewgbsite, and we may not be i
position to influence the results. Although Intdreearch engine results have allowed us to atiréage audience with minimal orga
traffic acquisition costs to date, if they failddve sufficient traffic to our platform in the fute, we may need to increase our mark
expenses, which could harm our operating res

® |ncreasing CompetitionThe market for information regarding local busiressss intensely competitive and rapidly changirfgthe
popularity, usefulness, ease of use, performanderalability of our products and services do nompare favorably to those of «
competitors, traffic may declin

® Review ConcentratiorOur restaurant and shopping categories togetheuated for approximately 42% of the businessestibdtbee
reviewed on our platform and approximately 58%he tumulative reviews through December 31, 2014hdfhigh concentration
reviews in these categories generates a percefptzarour platform is primarily limited to these egories, traffic may not increase
may decline
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e Our Recommendation Softwarné.our automated software does not recommend heelgfatent or recommends unhelpful cont
consumers may reduce or stop their use of ourgshatfWhile we have designed our technology to ave@mmending content that
believe to be unreliable or otherwise unhelpful,aganot guarantee that our efforts will be sucegssf

e Content ScrapingFrom time to time, other companies copy informaticm our platform, through website scraping, rabot othe
means, and publish or aggregate it with other mftdion for their own benefit. This may make thenrencompetitive and may decre
the likelihood that consumers will visit our platfio to find the local businesses and informatioryteeek. Though we strive to def
and prevent this thirgrarty conduct, we may not be able to detect it imaly manner and, even if we could, may not ble &b prever
it. In some cases, particularly in the case of Web®operating outside of the United States, ouailable remedies may be inadequa
protect us against such conduct.

® Internet Access<The adoption of any laws or regulations that aclgraffect the growth, popularity or use of theehmtet, including law
impacting Internet neutrality, could decrease tkendnd for our serviceSimilarly, any actions by companies that provideeine
access that degrade, disrupt or increase the €asteo access to our platform could undermine qarations and result in the loss
users.

e Macroeconomic Condition<«Consumer purchases of discretionary items genedalyine during recessions and other periods irch
disposable income is adversely affected. As a readlerse economic conditions may impact conswpending, particularly wi
respect to local businesses, which in turn coulgeesely impact the number of consumers visitingmatform.

We also anticipate that our traffic growth ratelwibntinue to slow over time, and potentially dese in certain periods, as our busi
matures and we achieve higher penetration ratgzarticular, the number of major geographic markespecially within the United States,
have not yet entered is declining; further expamsio smaller markets may not yield similar resutssustain our growth. That our tra
growth has slowed in recent quarters even as we égpanded our international presence is a refledf this trend. As our traffic growth ri
slows, our success will become increasingly depeinde our ability to increase levels of user engagat on our platform. This depende
may increase as the portion of our revenue deffireed performancésased advertising increases. A number of factoss megatively affect ot
user engagement, including if:

® users engage with other products, services orieti\as an alternative to our platform;
e there is a decrease in the perceived quality ottiment contributed by our users;

e we fail to introduce new and improved products emtfires, or we introduce new products or featuras do not effectively addre
consumer needs or otherwise alienate consumers;

e technical or other problems negatively impact thailability and reliability of our platform or otiheise affect the user experience;

e users have difficulty installing, updating or otiwése accessing our platform as a result of actiyngs or third parties that we rely or
distribute our products;

e users believe that their experience is diminishedaaesult of the decisions we make with respedhéofrequency, relevance ¢
prominence of the advertising we display; and

e we do not maintain our brand image or our reputacdamagec
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We rely on Internet search engines and applicatiorarketplaces to drive traffic to our platform, cain providers of which offer produc
and services that compete directly with our soluio If links to our website and applications are indisplayed prominently, traffic to ot
platform could decline and our business would bevadsely affected

Our success depends in part on our ability tottraers through unpaid Internet search resulteanch engines like Google and Bing.
number of users we attract from search enginesitavebsite (including our mobile website) is dudarge part to how and where informal
from and links to our website are displayed on gea@ngine result pages. The display, including iregg¢ of unpaid search results car
affected by a number of factors, many of which moéin our direct control, and may change frequerftor example, a search engine |
change its ranking algorithms, methodologies ofgieyouts. As a result, links to our website nmay be prominent enough to drive traffic
our website, and we may not know how or otherwiserba position to influence the results. Beginninghe second quarter of 2014,
example, Google made changes to its algorithmstattiodologies that may be contributing to the restwing of our traffic growth rate a
decline in traffic in the fourth quarter of 2014.eW¢annot predict the lortgrm impact of these changes. Although traffic to mobile app i
less reliant on search results than traffic towebsite, growth in mobile device usage may notekese our overall reliance on search rest
mobile users use our mobile website rather thammbile app. In fact, growth in mobile device usaggy exacerbate the risks associated
how and where our website is displayed in searshlt® because mobile device screens are smaller ghesonal computer screens
therefore display fewer search results.

We also rely on application marketplaces, such ppléis App Store and Googke'Play, to drive downloads of our applicationsthe
future, Apple, Google or other marketplace opegtoay make changes to their marketplaces that matess to our products more diffic
For example, our applications may receive unfavertédeatment compared to the promotion and placémfecompeting applications, such
the order in which they appear within marketpla&milarly, if problems arise in our relationshiwgh providers of application marketplac
our user growth could be harmed.

In some instances, search engine companies antatpl marketplaces may change their displaysankings in order to promote th
own competing products or services or the prodactervices of one or more of our competitors. &mmple, Google has integrated its |
product offering, Google + Local, with certain t§ products, including search. The resulting preomodf Googles own competing products
its web search results has negatively impacteddaech ranking of our website. Because Google iiticpéar is the most significant source
traffic to our website, accounting for more thatf lof the visits to our website from Internet sdas during the three months ended Dece
31, 2014, our success depends on our ability totaiai a prominent presence in search results feriggiregarding local businesses on Go
As a result, Googls’ promotion of its own competing products or sim#dations by Google in the future that have theafbf reducing ot
prominence or ranking on its search results coaigeta substantial negative effect on our businedsesults of operations.

Consumers are increasingly using mobile devicesatwess online services. If our mobile platform antbbile advertising products are r
compelling, or if we are unable to operate effeely on mobile devices, our business could be adslgraffected.

The number of people who access information abmel Ibusinesses through mobile devices, includingrgphones, tablets and handl
computers, has increased dramatically over the feastyears and is expected to continue to increAkkough many consumers access
platform both on their mobile devices and throughspnal computers, we have seen substantial griowtiobile usage as we have develc
our mobile solutions. We anticipate that growtluge of our mobile platform will be the driver ofraggrowth for the foreseeable future and
usage through personal computers may continuediindevorldwide. As a result, we must continue tivel adoption of and user engagen
on our mobile platform, and our mobile app in gatar. If we are unable to drive continued adoptiband engagement on our mobile app
business may be harmed and we may be unable teadecour reliance on traffic from Google and offearch engines.

In order to attract and retain engaged users ofnoaisile platform, the mobile products and serviegsintroduce must be compellil
However, the ways in which users engage with catf@m and consume content has changed over tindewa expect it will continue to do
as users increasingly engage via mobile. This malenit more difficult to develop mobile productsititonsumers find useful or provide tt
with the information they seek, and may also negtiaffect our content if users do not continuetmtribute high quality content on tr
mobile devices. In addition, building an engagedebaf mobile users may also be complicated by bguency with which users change
upgrade their mobile services. In the event usko®se mobile devices that do not already includsupport our mobile app or do not ins
our mobile app when they change or upgrade theicds, our traffic and user engagement may be h&irme
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Our success is also dependent on the interopeayabfliour mobile products with a range of mobilehrologies, systems, networks
standards that we do not control, such as mob#gating systems like Android and iOS. We may nostecessful in developing products
operate effectively with these technologies, systemetworks and standards or in creating, maimtgiaind developing relationships with
participants in the mobile industry, some of whinhy be our competitors. Any changes that degragldutiictionality of our mobile produc
give preferential treatment to competitive produots prevent us from delivering advertising couldvexdely affect mobile usage ¢
monetization. As new mobile devices and platformesraleased, it is difficult to predict the probkeme may encounter in developing prod
for these alternative devices and platforms, andnag need to devote significant resources to teatimm, support and maintenance of ¢
products. If we experience difficulties in the fiduntegrating our mobile app into mobile devicaeswe face increased costs to distribute
mobile app, our user growth and operating resualtddcbe harmed.

In addition, if our mobile advertising products peocineffective, our advertisers may stop or redihedr advertising with us. Although \
currently deliver advertising on our mobile app andbile website, the mobile advertising market riema new and evolving market; as 1
devices and platforms are released, users may lmagisuming content in a manner that is more diffitm monetize. Given our limite
experience in monetizing our mobile products, wey mat be able to generate meaningful revenue frammoobile products despite 1
expected growth in mobile usage. For example, wg b unable to attract new advertisers if our n®litvertising products are
compelling or we fail to continue to innovate anttéduce enhanced mobile solutions. Similarly, & iwcur excessive expenses in these e
or our products are insufficiently profitable, aability to grow revenue would be negatively affettelowever, if our mobile solutions alien
our user base our business may also suffer. Aaeglgdiwe must also balance these considerationsstgaur commitment to prioritizing t
quality of user experience over short-term moné&tnawhich we may not do effectively.

If our users fail to contribute high quality contenor their contributions are not valuable to otharsers, our traffic and revenue could
negatively affected.

Our success in attracting users depends on outyatoilprovide consumers with the information tregek, which in turn depends on
quantity and quality of the content contributedday users. We believe that as the depth and breddtie content on our platform grow,
platform will become more widely known and relevémtbroader audiences, thereby attracting new coassito our service. However, if
are unable to provide consumers with the infornmatieey seek, they may stop or reduce their useioplatform, and traffic to our website ¢
on our mobile app will decline. If our user traffieclines, our advertisers may stop or reduce ri@uat of advertising on our platform and
business could be harmed. Our ability to providescmers with valuable content may be harmed:

e if our users do not contribute content that is fwdlpr reliable;
e if our users remove content they previously suladitt

e as aresult of user concerns that they may be $edas sued by the businesses they review, ingarfaghich have occurred in the
and may occur again in the future; ¢

e as users increasingly contribute content throughnoobile platform, because content contributed ugfomobile devices tends to
shorter than desktop contributiol

Similarly, if our platform does not provide currenformation about local businesses or users dgppoteive reviews on our platform
relevant, our brand and business could be harm@deXample, we do not phase out or remove datedwsy and consumers may view ol
reviews as less relevant, helpful or reliable thraore recent reviews.
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If we fail to maintain and expand our base of ad¥isers, our revenue and our business will be harm

Our ability to grow our business depends on oulitglto maintain and expand our advertiser basedd @o, we must convince existing
prospective advertisers alike that our advertigingducts offer a material benefit and can genesatmmpetitive return relative to otl
alternatives. Our ability to do so depends on fiacitocluding:

e Acceptance of Online AdvertisinWe believe that the continued growth and acceptahcair online advertising products will deps
on the perceived effectiveness and the acceptahamlme advertising models generally, which is sidé of our control. Mar
advertisers still have limited experience with oeliadvertising and, as a result, may continue tmtdesignificant portions of the
advertising budgets to traditional, offline adveirtg media, such as newspapers or print yellow pdgectories

e Competitiveness of Our Producte must deliver ads in an effective manner andigeoaccurate analytics and measurement solt
that demonstrate the value of our advertising pctslagompared to those of our competitors. Similaflyhe pricing of our advertisir
products does not compare favorably to those ofcmumnpetitors, advertisers may reduce their adwvegisvith us or choose not
advertise with us at al

e Traffic Quality. The success of our advertising program dependslivedng positive results to our advertising cusérs. Loweguality
or invalid traffic, such as robots, spiders and thechanical automation of clicking, may be detritaétio our relationships wi
advertisers and could adversely affect our adwedipricing and revenue. If we fail to detect arrdyent click fraud or other inval
clicks on ads, the affected advertisers may expeeieor perceive a reduced return on their investsnerhich could lead
dissatisfaction with our products, refusals to pafiund demands or withdrawal of future busin

e Perception of Our PlatformOur ability to compete effectively for advertiseudgets depends on our reputation and perce|
regarding our platform. For example, we may facallehges expanding our advertiser base in busisesstside the restaurant :
shopping categories if businesses believe thaturness perceive the utility of our platform to bmitied to finding businesses in th
categories. The ratings and reviews that busineassesve from our users may also affect their atkiag decisions. Favorable ratir
and reviews, on the one hand, could be perceiveth@ating the need to advertise. Unfavorable gaiand reviews, on the other, cc
discourage businesses from advertising to an acelidmat they perceive as hostile or cause thenortm fi negative opinion of ¢
products and user bas

e Macroeconomic Condition/Adverse macroeconomic conditions can have a negatipact on the demand for advertising, particy
with respect to online advertising products. Wg retavily on small and mediusized businesses, which often have limited adeg
budgets and may be disproportionately affecteddmynemic downturns. In addition, such business mewwnline advertising as low
priority than offline advertising

As is typical in our industry, our advertisers getlg do not have longerm obligations to purchase our products. Thetisiens to rene'
depend on the degree of satisfaction with our petedas well as a number of factors that are outsidmur control, including their ability
continue their operations and spending levels. Bamal mediumsized local businesses in particular have histllyiexperienced high failu
rates. As a result, we may experience attritioounadvertisers in the ordinary course of busimesslting from several factors, including los
to competitors, declining advertising budgets, etes and bankruptcies. To grow our business, we paginually add new advertisers
replace advertisers who choose not to renew tliierdising, or who go out of business or otheni@eto fulfill their advertising contrac
with us, which we may not be able to do.

If we fail to expand our operations effectively, dhuding in international markets where we have lited operating experience and may
subject to increased risks, our revenue and bussesll be harmed

We intend to expand our operations into new markietsh domestically and abroad. Our expansion mgw markets places us
competitive environments with which we are unfaariland involves various challenges, such as expgnadlir sales force and commui
management personnel to reach those new marketssramountering different and potentially lower lisvef user engagement or advert
demand in some or all of these markets. Our cuaedtfuture expansion plans will require significeesources and management attention
the returns on such investments may not be achifevestveral years, or at all.
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Because we have already entered many of the langa¥tets in the United States and further expansicemaller markets may not yit
similar results, our continued growth depends onalnility to expand effectively in international rkats. We have a limited operating hist
in international markets, which makes it diffictdtevaluate our future prospects and may incrdaseisk that we will not be successful. If
markets we have targeted for international expansgio not develop as we expect, or if we fail toradd the needs of those markets,
business will be harmed. Expanding internationaly also subject us to risks that we have not féeddre or that increase our exposut
risks that we currently face, including risks asatex with:

e oOperating a rapidly growing business in an envirentrof multiple languages, cultures, customs, lsgatems, regulatory systems
commercial infrastructure

e recruiting and retaining qualified, multi-linguah@loyees, including sales personnel;
e increased competition from local websites and gjidad potential preferences by local populationsaical providers;

e our ability to achieve prominent display of our tamt in unpaid search results, which may be mdfedlt in newer markets where \
may have less content and more competitors tharoie established marke

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

e compliance with applicable foreign laws and regatat, including different privacy, censorship aiability standards;

o the enforceability of our intellectual propertyhtg;

o credit risk and higher levels of payment fraud;

e currency exchange rate fluctuations;

e compliance with anti-bribery laws, including buttfionited to the Foreign Corrupt Practices Act and U.K. Bribery Act;
o foreign exchange controls that might prevent umfrepatriating cash earned outside the United State

e political and economic instability in some coundtie

e double taxation of our international earnings aotéptial adverse tax consequences due to changies fax laws of the United State:
foreign jurisdictions in which we operate; @

e higher costs of doing business internationally.

We may acquire other companies or technologies, abhtould divert our managemert’ attention, result in additional dilution to ot
stockholders and otherwise disrupt our operationsdaharm our operating results. We may also be urabb realize the expected bene
and synergies of any acquisitions.

Our success will depend, in part, on our abilitexpand our product offerings and grow our busimesesponse to changing technolog
user and advertiser demands and competitive pessim some circumstances, we may determine toodth®ugh the acquisition
complementary businesses or technologies rather tthr@ugh internal development. For example, inrkaty 2015, we acquired Eat24
obtain an online food ordering solution. We hawmitied experience as a company in the complex psoogscquiring other businesses
technologies. The pursuit of potential future asgigns may divert the attention of management @ase us to incur expenses in identify
investigating and pursuing acquisitions, whethemairthey are consummated.
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Acquisitions that are consummated could resultiiutide issuances of equity securities or the imence of debt, which could advers
affect our results of operations or our ability m@intain profitability. The incurrence of debt imrficular could result in increased fi
obligations or include covenants or other restiitdi that would impede our ability to manage ourragiens. In addition, any acquisitions
announce could be viewed negatively by users, bas#s or investors. We may also discover lialslioe deficiencies associated with
companies or assets we acquire that we did notifdém advance, which may result in significantamicipated costs. The effectiveness ol
due diligence review and our ability to evaluate #lesults of such due diligence are dependent tiperaccuracy and completenes:
statements and disclosures made by the companieacq@ire or their representatives, as well as imételd amount of time in whic
acquisitions are executed. We may also fail to mtely forecast the financial impact of an acqiositransaction, including tax and accoun
charges.

In order to realize the expected benefits and gyesrof any acquisition that is consummated, wetmuset a number of significe
challenges that may create unforeseen operatifiguliies and expenditures, including:

e integrating operations, strategies, services, sitelstechnologies of the acquired company;
e managing the combined business effectively;
e retaining and assimilating the employees of theised company;

e retaining existing customers and strategic partaes minimizing disruption to existing relationships a result of any integration
new personne

o difficulties in the assimilation of corporate cuks;
e implementing and retaining uniform standards, aasfmprocedures, policies and information systeams
e addressing risks related to the business of theimticompany that may continue to impact the assirfollowing the acquisition.

Any inability to integrate services, sites and teabgies, operations or personnel in an efficiedt fimely manner could harm our result
operations. Transition activities are complex aaduire significant time and resources, and we matynmanage the process successi
particularly if we are managing multiple integraisoconcurrently. Our ability to integrate complegaisitions is unproven, particularly w
respect to companies that have significant operatar that develop products with which we do notehprior experience. For example, Ee
is larger and more complex than previous companig$iave acquired. In addition, Eat24 operates aéss that is new to us, and we do
currently have significant experience or structiwrglace to support this business. We plan to invesources to support this and any fu
acquisitions, which will result in ongoing operatiexpenses and may divert resources and managetiention from other areas of i
business. We cannot assure you that these investmélh be successful. Even if we are able to indg the operations of any acqu
company successfully, these integrations may nstlran the realization of the full benefits of gygies, cost savings, innovation
operational efficiencies that may be possible fttve combination of the businesses, or we may ruieae these benefits within a reason
period of time.

We rely on thirdparty service providers and strategic partners forany aspects of our business, and any failure toimtain these
relationships could harm our business.

We rely on relationships with various third parttesgrow our business, including strategic partraard technology and content provid
For example, we rely on third parties for data abbocal businesses, mapping functionality and adstrative software solutions. We also |
on partners for various transactions availableughothe Yelp Platform, including Booker for spa aadon appointments, Locu for menu ¢
and Hipmunk for hotel bookings, among others. lifiginy, negotiating and maintaining relationshipghathird parties require significant tir
and resources, as does integrating their dataicesrand technologies onto our platform. It is gmeghat these third parties may not be ab
devote the resources we expect to the relationshifs may also have competing interests and obtigatiwith respect to our partners
particular, which may make it difficult to maintaigrow or maximize the benefit for each partnersiprr focus on integrating additio
partners to expand the Yelp Platform may exacethédaisk.
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If our relationships with our partners and provileleteriorate, we could suffer increased costs deldys in our ability to provic
consumers and advertisers with content or siméarises. We have had, and may in the future hagagteements or disputes with our part
about our respective contractual obligations, wtdohbld result in legal proceedings or negativefg@tfour brand and reputation. In addit
we exercise limited control over our thipdwty partners and vendors, which makes us vulhetabany errors, interruptions or delays in t
operations. If these third parties experience anyise disruptions, financial distress or otheribess disruption, or difficulties meeting 1
requirements or standards, it could make it diffiéor us to operate some aspects of our busirisslarly, upon expiration or termination
any of our agreements with thighrty providers, we may not be able to replacesthrgices provided to us in a timely manner or amgetha
are favorable to us, if at all, and a transitiamirone partner or provider to another could suhjedb operational delays and inefficiencies.

We face competition for both local business diresttraffic and advertiser spending, and expect costifion to increase in the future.

The market for information regarding local busimssand advertising is intensely competitive anddtggchanging. With the emergence
new technologies and market entrants, competigdikely to intensify in the future. We compete fmnsumer traffic with traditional, offlit
local business guides and directories, Internetcheangines, such as Google and Bing, review acthlsmedia websites and various o
online service providers. These competitors malu@eregional review websites that may have styprgjtions in particular countries. We ¢
compete with these companies for the content ofritiutors, and may experience decreases in boffictrand user engagement if «
competitors offer more compelling environments.

Although advertisers are allocating an increasimguant of their overall marketing budgets to onlauertising, such spending lags bel
growth in Internet and mobile usage generally, mgkhe market for online advertising intensely cetitive. We compete for a share of Ic
businessesoverall advertising budgets with traditional, ai#i media companies and service providers, as waiitarnet marketing provide
Many of these companies have established markegiatjonships with local businesses, and certaiaufonline competitors have substar
proprietary advertising inventory and web traffiat may provide a significant competitive advantage

Certain competitors could use strong or dominarsitipms in one or more markets to gain competifidvantage against us in area
which we operate, including by: integrating reviplatforms or features into products they contrakisas search engines, web browse
mobile device operating systems; making acquissti@manging their unpaid search result rankingsrémnote their products; refusing to el
into or renew licenses on which we depend; limitionglenying our access to advertising measurenretélivery systems; limiting our abili
to target or measure the effectiveness of ads;aking access to our platform more difficult. ThHiskrmay be exacerbated by the trend in re
years toward consolidation among online media cami@sa potentially allowing our larger competitoosdffer bundled or integrated prodt
that feature alternatives to our platform.

Our competitors may also enjoy competitive advaegaguch as greater name recognition, longer opgrhistories, substantially gree
market share, large existing user bases and stibdiiagreater financial, technical and other resas. Traditional television and print me
companies, for example, have large establisheceands and more traditional and widely acceptedréidivey products. These companies |
use these advantages to offer products similauts at a lower price, develop different productcoonpete with our current solutions
respond more quickly and effectively than we dméav or changing opportunities, technologies, stedglar client requirements. In particu
major Internet companies, such as Google, Facebdakoo! and Microsoft, may be more successful tharin developing and marketi
online advertising offerings directly to local bussses, and may leverage their relationships basedther products or services to ¢
additional share of advertising budgets.
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To compete effectively, we must continue to invegjnificant resources in product development toamek user experience
engagement, as well as sales and marketing to dxpanbase of advertisers. However, there can bassarance that we will be able
compete successfully for users and advertisermsigakisting or new competitors, and failure tostocould result in loss of existing us
reduced revenue, increased marketing expensemarisihed brand strength, any of which could harmbusiness.

Our business depends on a strong brand, and anyufai to maintain, protect and enhance our brand widuhurt our ability to retain anc
expand our base of users and advertisers, as welbar ability to increase the frequency with whithey use our products.

We have developed a strong brand that we beliesecbiatributed significantly to the success of ousibess. Maintaining, protecting ¢
enhancing the “Yelpbrand are critical to expanding our base of usatsadvertisers and increasing the frequency witkchvthey use ot
solutions. Our ability to do so will depend largely our ability to maintain consumer trust in oalusions and in the quality and integrity of
user content and other information found on outf@ien, which we may not do successfully. We dedicgignificant resources to these gc
primarily through our automated recommendationvearfe, sting operations targeting the buying antingebf reviews, our consumer ale
program, coordination with consumer protection a&igshand law enforcement, and, in certain egregeases, taking legal action aga
business we believe to be engaged in deceptiveitesi We also endeavor to remove content from @atform that violates our terms
service.

Despite these efforts, we cannot guarantee that efathe 71.2 million reviews on our platform thetve been recommended and that
not been removed as of December 31, 2014 is usefidliable, or that consumers will trust the intggof our content. For example, if ¢
recommendation software does not recommend hetpiulent or recommends unhelpful content, consumedsbusinesses alike may sto
reduce their use of our platform and products. Sooresumers and businesses have alternately exgresaeern that our technology eit
recommends too many reviews, thereby recommendimg seviews that may not be legitimate, or too fewews, thereby not recommend
some reviews that may be legitimate. If consumersiat believe our recommended reviews to be usaidl reliable, they may seek ot
services to obtain the information for which theg #ooking, and may not return to our platform &&min the future, or at all. This wot
negatively impact our ability to retain and attrasers and advertisers and the frequency with wthie use our platform.

Consumers may also believe that the reviews, prasidsother user content contributed by our Commuvianagers or other employees
influenced by our advertising relationships or atkerwise biased. Although we take steps to pretl@atfrom occurring by, for examp
identifying Community Managers as Yelp employeedtair account profile pages and explaining thele ron our platform, the designat
does not appear on the page for each review caittdbby the Community Manager and we may not beesstul in our efforts to maintz
consumer trust. Similarly, the actions of our parsnmay affect our brand if users do not have d@ipesxperience on the Yelp Platform
others misuse our brand or pass themselves oftimg lendorsed or affiliated with us, it could haoor reputation and our business ct
suffer. Our website and mobile app also serve@atéorm for expression by our users, and thirdiparor the public at large may also attrit
the political or other sentiments expressed byausarour platform to us, which could harm our ragtiot.
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In addition, negative publicity about our compaingluding our technology, sales practices, pershnmestomer service, litigation
political activities could diminish confidence imobrand and the use of our products. Certain medtiets have previously reported allegat
that we manipulate our reviews, rankings and ratimgfavor of our advertisers and against madwertisers. In order to demonstrate tha
automated recommendation software applies in aigormhinatory manner to both advertisers and adwertisers, we allow users to act
reviews that are both recommended and not recomedelng our software. We have also allowed busingssesmment publicly on reviews
that they can provide a response. Neverthelesgeputation and brand, the traffic to our websitd enobile app and our business may suff
negative publicity about our company persists ousers otherwise perceive that our content is mdatigd or biased. Allegations ¢
complaints regarding our business practices, andrasulting negative publicity, may also resultintreased regulatory scrutiny of
company. In addition to requiring management timd attention, any regulatory inquiry or investigaticould itself result in further negat
publicity regardless of its merit or outcome.

Maintaining and enhancing our brand may also requsrto make substantial investments, and thegstiments may 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 tradempplications may be denied. Whether or not catlemark applications are denied, t
parties may claim that our trademarks infringerthigihts. As a result, we could be forced to pgn#icant settlement costs or cease the u
these trademarks and associated elements of awod bracertain jurisdictions. Doing so could harnr buand recognition and adversely af
our business. If we fail to maintain and enhance lmand successfully, or if we incur excessive eges in this effort, our business
financial results may be adversely affected.

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

We have experienced rapid growth in our headcondtagperations, including through our acquisitioh®ther businesses, such as Se:
in 2013 and Eat24 in February 2015, which placdsstsumtial demands on management and our operatiofiaktructure. Most of o
employees have been with us for fewer than twosydarmanage the expected growth of our operatiweswill need to continue to incre:
the productivity of our current employees and hirain and manage new employees. In particularintend to continue to make substar
investments in our engineering, sales and markedimi) community management organizations. As a tresel must effectively integra
develop and motivate a large number of new empkRyeeluding employees in international markets finch any acquired businesses, w
maintaining the beneficial aspects of our comparijuce.

To manage this growth, we may need to improve qarational, financial and management systems aodepses, which may reqt
significant capital expenditures and allocationvafuable management and employee resources, asawellibject us to the risk of over
expanding our operating infrastructure. Howevenyé fail to scale our operations successfully amease productivity, the quality of «
platform and efficiency of our operations couldfsufwhich could harm our brand, results of operaiand business.

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

We base many of our decisions on the best inteoéstsee consumers who use our platform. In the, pasthave forgone, and we may in
future forgo, certain expansion or revenue oppdtirsithat we do not believe are in the best irstisr@f consumers, even if such decis
negatively impact our results of operations in shert term. Our approach of putting consumers firayy negatively impact our relations
with existing or prospective advertisers. For exEmnpnless we believe that a review violates oumseof service, such as reviews that cor
hate speech or bigotry, we will allow the reviewréanain on our platform, even if the business disputs accuracy. Certain advertisers
therefore perceive us as an impediment to theicesscas a result of negative reviews and ratingis practice could result in a loss
advertisers, which in turn could harm our result®perations. However, we believe that this appnohas been essential to our succe
attracting users and increasing the frequency whch they use our platform. As a result, we badi¢his approach has served the loegr
interests of our company and our stockholders aticd@ntinue to do so in the future.
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We rely on the performance of highly skilled perswei, and if we are unable to attract, retain and mate wellqualified employees, ol
business could be harmed.

We believe our success has depended, and contioudspend, on the efforts and talents of our engssy including our seni
management team, software engineers, marketinggsiohals and advertising sales staff. The losngfof our senior management or
employees could materially adversely affect oulitgio execute our business plan, and we may patlile to find adequate replacements
of our officers and other U.S. employees araifitemployees, which means they may terminatertbaiployment relationship with us at :
time, and their knowledge of our business and itrigiwgould be extremely difficult to replace.

Our future depends on our continuing ability toraadt, develop, motivate and retain highly qualifi@ad skilled employees. Qualifi
individuals are in high demand, and we may incgni§icant costs to attract them before we can wadicheir productivity. The significe
increase in the price of our Class A common stangeswe became a public company in 2012 may makeie difficult or costly in the futu
to use equity compensation to motivate, incentivind retain our employees. If we do not succeeattiacting wellgualified employees
retaining and motivating existing employees, owibess could be harmed.

Risks Related to Our Technology

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

It is important to our success that users in atiggaphies be able to access our platform at aé#gimiVe have previously experienced,
may experience in the future, service disruptiangages and other performance problems. Such psafare problems may be due to a va
of factors, including infrastructure changes, hunwansoftware errors and capacity constraints duartooverwhelming number of us
accessing our platform simultaneously. Our prodacid services are highly technical and complex, rmaagt contain errors or vulnerabilit
that could result in unanticipated downtime for @latform and harm to our reputation and businélsers may also use our product
unanticipated ways that may cause a disruptiorinice for other users attempting to access oufgota. We may encounter such difficult
more frequently as we acquire companies and incatpaheir technologies into our service. It magoabecome increasingly difficult
maintain and improve the availability of our platfg especially during peak usage times, as outtieokibecome more complex and our
traffic increases.

In some instances, we may not be able to idertidycause or causes of these performance probletmis wn acceptable period of time
our platform is unavailable when users attemptcizeas it or it does not load as quickly as theyeekpusers may seek other services to o
the information for which they are looking, and mmayt return to our platform as often in the futuweat all. This would negatively impact «
ability to attract users and advertisers and irsadhe frequency with which they user our platfovife expect to continue to make signific
investments to maintain and improve the availabdit our platform and to enable rapid releasesenf features and products. To the extent
we do not effectively address capacity constraiofggrade our systems as needed and continuallylapewir technology and netwc
architecture to accommodate actual and anticipettadges in technology, our business and operaggujts may be harmed.
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Our systems are also vulnerable to damage or uggon from catastrophic occurrences such as eaaltesp, fires, floods, power loss
telecommunications failures, terrorist attacks aidilar events. Our U.S. corporate offices and oh¢he facilities we lease to house
computer and telecommunications equipment aredddatthe San Francisco Bay Area, a region knowségsmic activity. In addition, acts
terrorism, which may be targeted at metropolitazaarthat have higher population densities tharl aneas, could cause disruptions in ot
our local business advertisetsiisinesses or the economy as a whole. We may et fusfficient protection or recovery plans in ca
circumstances, such as natural disasters affetimgan Francisco Bay Area, and our business umtgon insurance may be insufficient
compensate us for losses that may occur. Our disestovery program contemplates transitioningmatform and data to a backup cente
the event of a catastrophe. Although this prograrffunctional, if our primary data center shuts dptiere will be a period of time that «
services will remain shut down while the transitiorthe backip data center takes place. During this time, datfgrm may be unavailable
whole or in part to our users.

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 ptatin.

Our platform involves the storage and transmissibaser and business information, some of which trayrivate, and security breac
could expose us to a risk of loss of this informatiwhich could result in potential liability anitidation. Computer viruses, breaks, malware
phishing attacks, attempts to overload servers dathial-ofservice or other attacks and similar disruptiomsnfrunauthorized use of compt
systems have become more prevalent in our indulsétye occurred on our systems in the past andxg@ected to occur periodically on «
systems in the future. We may be a particularly pelfmg target for such attacks as a result oflmand recognition. User and business o
accounts and profile pages could be hacked, highciltered or otherwise claimed or controlled byuthorized persons. For example,
enable businesses to create free online accoudtslaim the business profile pages for each of thesiness locations. Although we take s
to confirm that the person setting up the accosiaiffiliated with the business, our verificatiorsms could fail to confirm that such persc
an authorized representative of the business, stakenly allow an unauthorized person to claimlibeinesss profile page. In addition, \
face risks associated with security breaches afigaur thirdparty partners and service providers. A securigabh at any such third ps
could be perceived by consumers as a security brefagur systems and result in negative publiadigmage to our reputation and expose
other losses.

Although none of the disruptions we have experidrioedate have had a material effect on our busjreesy future disruptions could leac
interruptions, delays or website shutdowns, caukisg of critical data or the unauthorized disctesor use of personally identifiable or ot
confidential information. Even if we experience significant shutdown or no critical data is losbtained or misused in connection with
attack, the occurrence of such attack or the p&nrephat we are vulnerable to such attacks maynhaur reputation, our ability to ret:
existing users and our ability to attract new usathough we have developed systems and procéisatsare designed to protect our data
prevent data loss and other security breachegetithmiques used to obtain unauthorized accesdjldisa degrade service or sabotage sys
change frequently, often are not recognized uatihthed against a target and may originate fromrisgulated and more remote areas ar
the world. As a result, these preventative measuasnot be adequate and we cannot assure yoth#yawvill provide absolute security.

Any or all of these issues could negatively impaat ability to attract new users, deter currentraigem returning to our platform, cat
existing or potential advertisers to cancel theintcacts or subject us to third-party lawsuits threo liabilities. For example, we work with third-
party vendors to process credit card payments leysuand businesses, and are subject to paymentasaotiation operating rules. If |
security measures fail to protect payment infororaidequately as a result of employee error, medfeze or otherwise, or we fail to comr
with the applicable operating rules, we could lable to the users and businesses for their loasesgll as the vendors under our agreen
with them, and be subject to fines and higher tatisn fees. In addition, government authoritiesldalso initiate legal or regulatory actit
against us in connection with such incidents, wltichld cause us to incur significant expense atallify or result in orders or consent dec
forcing us to modify our business practices.

24




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

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

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

We regard the protection of our trade secrets, Ggptgs, trademarks and domain names as criticautosuccess. In particular, we
maintain, protect and enhance the “Yelgand. We pursue the registration of our domainegrtrademarks and service marks in the U
States and in certain jurisdictions abroad. Westid protect our intellectual property rights leyying on federal, state and common law ri¢
as well as contractual restrictions. We typicallyteg into confidentiality and invention assignmegreements with our employees
contractors, as well as confidentiality agreemerits parties with whom we conduct business in otddimit access to, and disclosure and
of, our proprietary information. However, these ttaaotual arrangements and the other steps we la&ea to protect our intellectual prope
may not prevent the misappropriation or disclosafreur proprietary information nor deter independgevelopment of similar technologies
others.

Effective trade secret, copyright, trademark anohaio name protection is expensive to develop anithtaia, both in terms of initial ai
ongoing registration requirements and expensestlaadctosts of defending our rights. We are seekingrbtect our intellectual proper
including trademarks and domain names, in an istmganumber of jurisdictions, a process that iseegive and may not be successful,
have not done so in every location in which we apeerLitigation may become necessary to enforcdrdgaliectual property rights, protect «
respective trade secrets or determine the valadity scope of proprietary rights claimed by othEs.example, we may incur significant c«
in enforcing our trademarks against those who gitémimitate our “Yelpbrand. Any litigation of this nature, regardlesoatcome or meri
could result in substantial costs and diversioimainagement and technical resources, any of whiald cdversely affect our business
operating results.

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, otheerwise decrease the value of our brand or ourdesmarks or service marks.

We have registered domain names for the websitsvwih use in our business, such as Yelp.com. Ifose the ability to use a dom
name, whether due to trademark claims, failureetew the applicable registration or any other cansemay be forced to market our prod
under a new domain name, which could cause usantiEtharm or cause us to incur significant expeinsorder to purchase rights to
domain name in question. In addition, our compeditind others could attempt to capitalize on oantirrecognition by using domain nai
similar to ours. Domain names similar to ours hbgen registered by others in the United Statesstsmivhere. We may be unable to pre
third parties from acquiring and using domain nartiest infringe on, are similar to or otherwise dmge the value of our brand or
trademarks or service marks. Protecting and enfgrour rights in our domain names may requirediiimn, which could result in substan
costs and diversion of management’s attention.
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Risks Related to Our Financial Statements and TaxtBicture

We have a limited operating history in an evolvimdustry, which makes it difficult to evaluate oduture prospects and may increase
risk that we will not be successful. We also expeat operating results to fluctuate on a quartergnd annual basis, which increases 1
difficulty in predicting our future performance.

We have a limited operating history in an evolvindustry that may not develop as expected, if latha a result, our historical operat
results may not be indicative of our future opergtiesults, making it difficult to assess our fetprospects. You should consider our bus
and prospects in light of the risks and difficidtiwe may encounter in this rapidly evolving indystwhich we may not be able to addi
successfully. These risks and difficulties include ability to, among other things:

e increase the number of users of our website andlenapp and the number of reviews and other corderdgur platform;
e attract and retain new advertising clients, manwloich may have limited or no online advertisingesience;

o forecast revenue and adjusted EBITDA accuratelychivimay be more difficult as we sell more performehased advertising, as w
as appropriately estimate and plan our expel

e continue to earn and preserve a reputation forigitoy meaningful and reliable reviews of local mesises;
o effectively monetize our mobile products as usag#inues to migrate toward mobile devices;
e successfully compete with existing and future plevs of other forms of offline and online advertgsi

e successfully compete with other companies thatcareently in, or may in the future enter, the bes of providing informatic
regarding local businesse

e expand successfully in existing markets, enter markets and manage our international expansion;
e successfully develop and deploy new features aodygts;

e manage and integrate successfully any acquisitbbsisinesses, solutions or technologies, sucratiE
e avoid interruptions or disruptions in our servieeslmwer than expected load times;

e develop a scalable, higterformance technology infrastructure that carcigffitly and reliably handle increased usage glgbak wel
as the deployment of new features and prodi

e hire, integrate and retain talented sales and @éesonnel;
o effectively manage rapid growth in our sales fomtber personnel and operations; and
o effectively identify, engage and manage third-padytners and service providers.

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

Our operating results could vary significantly frgriod to period as a result of a variety of fagtg many of which may be outside of
control. This volatility increases the difficulty predicting our future performance and means coimgpaur operating results on a period-to
period basis may not be meaningful. In additiothi other risk factors discussed in this sectiantdrs that may contribute to the volatility
our operating results include:

e changes in our pricing policies and terms of carttavhether initiated by us or as a result of cetitipn;
e cyclicality and seasonality, which may become nmmounced as our growth rate slows;
e the effects of changes in search engine placenmehp@minence;

e the adoption of any laws or regulations that adsgraffect the growth, popularity or use of theehmtet, such as laws impacting Inte
neutrality;

e the success of our sales and marketing efforts;

e costs associated with defending intellectual prigpiefringement and other claims and related judgimer settlements;
e interruptions in service and any related impacbonreputation;

e the impact of fluctuations in currency exchangesat

e changes in advertiser budgets or the market acueptf online advertising solutions;

e changes in consumer behavior with respect to logsinesses;

e changes in our tax rates or exposure to additiaxaiabilities;

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

o the effects of natural or man-made catastrophiatsve

We have incurred significant operating losses inetlpast, and we may not be able to generate sufficievenue to maintain profitability
Our recent growth rate will likely not be sustainkdy and a failure to maintain an adequate growthteawill adversely affect our business &
results of operations.

Since our inception, we have incurred significapemting losses and, as of December 31, 2014, wleahaaccumulated deficit
approximately $34.0 million. Although our revenuesve grown rapidly in the last several years, iasig from $12.1 million in 2008
$377.5 million in 2014, we expect that our reveguewth rate will decline as a result of a variefyfactors, including the maturation of «
business and the gradual decline in the numberapgdmgeographic markets, especially within the BaiStates, to which we have not alre
expanded. As a result, you should not rely on regggrowth of any prior quarterly or annual perisdaa indication of our future performar
In addition, historically, our costs have increasedh year and we expect our costs to increasatimef periods as we continue to exg
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 nelaships and acquisitions; and

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



These investments may not result in increased tevem growth in our business. Our costs may alsoease as we hire additio
employees, particularly as a result of the sigaificcompetition that we face to attract and retadmnical 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 & maintain profitability.
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Because we recognize most of the revenue from odveatising products over the term of an agreemeatsignificant downturn in ou
business may not be immediately reflected in ousuks of operations.

We recognize revenue from sales of our advertipioglucts over the terms of the applicable agreesnevitich are generally three, six
12 months. As a result, a significant portion af thvenue we report in each quarter is generatead figreements entered into during prev
guarters. Consequently, a decline in new or 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.

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

We have recorded a significant amount of goodwilhted to our acquisitions to date, and a signifigeortion of the purchase price of i
companies we acquire in the future may be allocaiestquired goodwill and other intangible asseisder GAAP, we review our intangil
assets for impairment when events or changes ¢uroistances indicate the carrying value of our gdlbduvd other intangible assets may
be recoverable. Goodwill is required to be testedrhpairment at least annually. Factors that maydnsidered include declines in our s
price, market capitalization and future cash flosmj@ctions. If our acquisitions do not yield expatireturns, our stock price declines or
other adverse change in market conditions occuchaage to the estimation of fair value could restshy such change could result in
impairment charge to our goodwill and intangibleeds, particularly if such change impacts on ofaiitical assumptions or estimates, and
have a negative impact on our financial positiod aperating results.

We may require additional capital to support busggegrowth, and such capital might not be availalole acceptable terms, if at all.

We intend to continue to invest in our business aray require or otherwise seek additional fundsegpond to business challeng
including the need to develop new features and ymisgd enhance our existing services, improve owraing infrastructure and acqt
complementary businesses and technologies. Asult,re& may need to engage in equity or debt finagecto secure additional funds. If
raise additional funds through future issuancesgoifity or convertible debt securities, our existitgckholders could suffer significant diluti
and any new equity securities we issue could hiaNes;, preferences and privileges superior to tlodsaur Class A common stock. Any fut
debt financing we secure could involve restrictte¥enants relating to our capital raising actigiténd other financial and operational mat
which may make it more difficult for us to obtaidditional capital and to pursue business oppoimitncluding potential acquisitions. !
may not be able to obtain additional financing emnts favorable to us, if at all. If we are unaldeobtain adequate financing or financing
terms satisfactory to us when we require it, odlitglio continue to support our business growthl #aespond to business challenges cou
significantly impaired, and our business may berteat.

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

Our corporate structure and intercompany arrang&mnartiuding the manner in which we develop angl asr intellectual property and
transfer pricing of intercompany transactions, iatended to reduce our worldwide effective tax rd&ter example, our corporate struc
includes legal entities located in jurisdictionsttwincome tax rates lower than the U.S. statutasy rate. Our intercompany arrangem
allocate income to such entities in accordance waith’'slength principles and commensurate with functioegfggmed, risks assumed ¢
ownership of valuable corporate assets. We betieakincome taxed in certain foreign jurisdictiaisa lower rate relative to the U.S. statu
rate will have a beneficial impact on our worldwieféective tax rate.
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However, significant judgment is required in evédilug our tax positions and determining our prowuisior income taxes. During t
ordinary course of business, there are many tréinsacand calculations for which the ultimate t@tedmination is uncertain. For example,
effective tax rates could be adversely affectece@gnings being lower than anticipated in countvibere we have lower statutory rates
higher than anticipated in countries where we Hagber statutory rates, by changes in foreign cunyeexchange rates or by changes ir
relevant tax, accounting and other laws, regulatipninciples and interpretations.

In addition, the application of the tax laws of isais jurisdictions, including the United States,otar international business activitie!
subject to interpretation and depends on our ghiditoperate our business in a manner consistehtouir corporate structure and intercomg
arrangements. The taxing authorities of jurisditsiin which we operate may challenge our methodesoipr valuing developed technology
intercompany arrangements, including our transf@ing, or determine that the manner in which werape our business does not achiew
intended tax consequences, which could increasevordwide effective tax rate and harm our finahgiasition and results of operations.
we operate in numerous taxing jurisdictions, theliaption of tax laws can also be subject to diveggand sometimes conflicti
interpretations by tax authorities of these jugsidins. It is not uncommon for taxing authoritiesdifferent countries to have conflicting vie
for instance, with respect to, among other thinigs,manner in which the armlength standard is applied for transfer pricingppses, or wit
respect to the valuation of intellectual property.

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

Tax laws are dynamic and subject to change as aew are passed and new interpretations of the tavisaued or applied. Our exist
corporate structure and intercompany arrangemes heen implemented in a manner we believe isamptiance with current prevailing t
laws. However, the tax benefits that we intendvengually derive could be undermined due to cham¢gx laws. In particular, the current L
administration and key members of Congress haveerpatllic statements indicating that tax reform jsriarity, resulting in uncertainty n
only with respect to the future corporate tax rémat also the U.S. tax consequences of income etérikom income related to intellect
property earned overseas in low tax jurisdictigbertain changes to U.S. tax laws, including liniitas on the ability to defer U.S. taxation
earnings outside of the United States until thas®miags are repatriated to the United States, disawechanges to U.S. tax laws that ma
enacted in the future, could affect the tax treatnwf our foreign earnings. In addition, many ceoig# in the European Union, as well ¢
number of other countries and organizations sucth@<Organization for Economic Cooperation and Dmyaent, are actively consideri
changes to existing tax laws that, if enacted, d@d@utrease our tax obligations in many countriegmghwe do business. Due to the expar
scale of our international business activities, ahgnges in the taxation of such activities maydase our worldwide effective tax rate
harm our financial position and results of operagio

We rely on data from third parties to calculate ¢ain of our key metrics. Real or perceived inaccgias in such metrics may harm o
reputation and negatively affect our business.

Certain of our key metrics — the number of our weiqisitors and mobile unique visitors are calculated relying on data from tt
parties. While these numbers are based on whatelievb to be reasonable calculations for the apple periods of measurement, there
inherent challenges in measuring usage acrossaoyg Liser base around the world. For example, bedhese metrics are based on users
unique cookies, an individual who accesses our ileefram multiple devices with different cookies ynlae counted as multiple unique visit
and multiple individuals who access our websitenfi shared device with a single cookie may be @slas a single unique visitor. As a re:
the calculations of our unique visitors and mohitégque visitors may not accurately reflect the nemtif people actually using our platform
addition, our measures of traffic and other keyriogtmay differ from estimates published by thiattes (other than those whose data we
to calculate our key metrics) or from similar metrbf our competitors. We are continually seekim@rtprove our ability to measure these
metrics, and regularly review our processes to sasgmtential improvements to their accuracy. If ogers, advertisers, partners
stockholders do not perceive our metrics to be @teuepresentations, or if we discover materiat@uracies in our metrics, our reputa
may be harmed.
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Risks Related to Requlatory Compliance and Legal Méers

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

We currently face, and we expect to face from timdime in the future, allegations that we havelatied the rights of third partie
including patent, trademark, copyright and othéellactual property rights, and the rights of catrand former employees, users and bus
owners. For example, various businesses have suallieging that we manipulate Yelp reviews in ordecoerce them and other business
pay for Yelp advertising. The nature of our businatso exposes us to claims relating to the inftionathat we publish on our platfor
including claims for defamation, libel, negligerened copyright or trademark infringement, among thBusinesses have in the past clail
and may in the future claim, that we are respoaditd the defamatory reviews posted by our usees eMpect claims like these to continue,
potentially increase in proportion to the amountcohtent on our platform. In some instances, we elagt or be compelled to remove
content that is the subject of such claims, or inayorced to pay substantial damages if we areasessful in our efforts to defend aga
these claims. If we elect or are compelled to reencantent from our platform, our products and smwvimay become less useful to consu
and our traffic may decline, which would have aateg impact on our business.

We are also regularly exposed to claims basedlegaiions of infringement or other violations ofelhectual property rights. Companie:
the Internet, technology and media industries omngd numbers of patent and other intellectual ptgpéghts, and frequently enter ir
litigation. Various “non-practicing entitieghat own patents and other intellectual propeights also often aggressively attempt to assent
rights in order to extract value from technologynganies. From time to time, we receive notice itsetteom patent holders alleging that cer
of our products and services infringe their patégtits, and we are presently involved in numercatemt lawsuits. Each of our ongoing pa
lawsuits involves plaintiffs targeting multiple @efdants in the same or similar suits. We do not amy patents, and may be unable to «
competitors or others from pursuing intellectualparty infringement claims against us.

We expect other claims to be made against us ifutihee, and as we face increasing competitiongaid an increasingly high profile,
expect the number of claims against us to accelefdte results of litigation and claims to which may be subject cannot be predicted
any certainty. Even if the claims are without metie costs associated with defending against tmemnbe substantial in terms of time, ma
and management distraction. In particular, patadt@her intellectual property litigation may befpacted and expensive, and the results
require us to stop offering certain features, pasehlicenses or modify our products and featurelewte develop noinfringing substitutes,
otherwise involve significant settlement costs. Heeelopment of alternative namfringing technology or practices could requirgrsfican
effort and expense or may not be feasible. Everlaims do not result in litigation or are resolviedour favor without significant ca
settlements, such matters, and the time and reseuecressary to resolve them, could harm our assinesults of operations and reputation.
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Our business is subject to complex and evolving Lh8d foreign regulations and other legal obligatis related to privacy, data protecti
and other matters. Our actual or perceived failur@ comply with such regulations and obligations ddiharm our business.

We are subject to a variety of laws in the Unitadt& and abroad that involve matters central tobaginess, including laws regard
privacy, data retention, distribution of uggrnerated content and consumer protection, amdragtFor example, because we receive,
and process personal information and other user, datluding credit card information, we are subfecnumerous federal, state and local |
around the world regarding privacy and the storsitgring, use, processing, disclosure and protectfigersonal information and other
data. We are also subject to a variety of laws,legpns and guidelines that regulate the way vsérdjuish paid search results and other t
of advertising from unpaid search results.

The application and interpretation of these lawd @agulations are often uncertain, particularlyhia new and rapidly evolving industry
which we operate. For example, we rely on lawstlimgithe liability of providers of online servicéar activities of their users and other tt
parties. These laws are currently being tested byrmaber of claims, including actions based on imra®f privacy and other torts, unf
competition, copyright and trademark infringemend @ther theories based on the nature and contéhé anaterials searched, the ads pc
or the content provided by users. It is difficatdredict how existing laws will be applied to dwsiness, and if our business grows and ev
and our solutions are used in a greater numbeowohtdes, we will also become subject to laws asgulations in additional jurisdictior
which may be inconsistent with the laws of thegdittions to which we are currently subject. Foairaple, the risk related to liability for third-
party actions may be greater in certain jurisditdioutside the United States where our protectimm Such liability may be unclear.

It is also possible that the interpretation andiapfion of various laws and regulations may canfivith other rules or our practices, suc
industry standards to which we adhere, our privaaljcies and our privacyelated obligations to third parties (including,dertain instance
voluntary thirdparty certification bodies such as TRUSTe). Sirhjlaour business could be adversely affected if tegislation or regulatiol
are adopted that require us to change our curreattipes or the design of our platform, productsfeatures. For example, regulat
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 offeringimmlservices with respect to personal informatiérth@ir users. The U.S. governme
including the White House, the Federal Trade Cormsinis the Department of Commerce and many statergowents are reviewing the ni
for greater regulation of the collection, procegsistorage and use of information about consumieaier on the Internet, including regulat
aimed at restricting certain targeted advertisiracfices. The European Commission is also in tbegss of promulgating a new general
protection regulation, which may result in sigrdfittly greater compliance burdens for companies siclus with users and operation
Europe. Changes like these could increase our astnaitive costs and make it more difficult for cangers to use our platform, resulting in
traffic and revenue. Such changes could also nmakmie difficult for us to provide effective advisitg tools to businesses on our platfc
resulting in fewer advertisers and less revenue.

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

Our Yelp Deals products may be deemed gift cediifis, store gift cards, general-use prepaid cardsher vouchers, or “gift cards,”
subject to, among other laws, the federal Credid@eccountability Responsibility and Disclosure Aift2009 (the “Credit CARD Act"anc
similar state and foreign laws. Many of these lamdude specific disclosure requirements and piitibits or limitations on the use
expiration dates and the imposition of certain f&sious companies that provide deal productslamtd ours have been subject to allegal
that their deal products are subject to and vidlaeCredit CARD Act and various state laws govwagrgift cards. Lawsuits have also been
in other locations in which we sell or plan to selir Yelp Deals, such as the Canadian province b, alleging similar violations
provincial legislation governing gift cards.

The application of various other laws and regulaito 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 arel dbal taxes and the sale of alcoholic beveraffesaddition, we may become, or
determined to be, subject to federal, state oridaréaws regulating money transmitters or aimegratventing money laundering or terrg
financing, including the Bank Secrecy Act, the UBATRIOT Act and other similar future laws or redidas.

If we become subject to claims or are requiredter @aur business practices as a result of cuefiture 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.

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

As a public company, we are subject to the repgnteguirements of the Exchange Act, the SarbandsyOict, the Dodd-rank Act, th
listing requirements of the New York Stock Exchamgel other applicable securities rules and reguati Compliance with these rules
regulations has increased, and will likely continadncrease, our legal and financial compliancstg,omake some activities more diffic
time-consuming or costly, and place significant stramaur personnel, systems and resources. In additivenging laws, regulations ¢
standards relating to corporate governance andagodigclosure are creating uncertainty for publienpanies, increasing legal and finan
compliance costs and making some activities mane tonsuming. These laws, regulations and stan@daedsubject to varying interpretatic
in many cases due to their lack of specificity, ,aamla result, their application in practice magle® over time. This could result in continu
uncertainty regarding compliance matters, higheniagstrative expenses and a diversion of managéménte and attention. Further, if «
compliance efforts differ from the activities interd by regulatory or governing bodies due to anibiggirelated to practice, regulat
authorities may initiate legal proceedings agairssand our business may be harmed. Being a pulniipany that is subject to these rules
regulations also makes it more expensive for usbtain and retain director and officer liabilitysimance, and we may in the future be req;
to accept reduced coverage or incur substantiadjiien costs to obtain or retain adequate cover@gese factors could also make it o
difficult for us to attract and retain qualified mbers of our board of directors and qualified exieewofficers.
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Risks Related to Ownership of Our Class A Common 8tk

The dual class structure of our common stock hag tffect of concentrating voting control with thostockholders who held our stock pri
to our initial public offering, including our founcers, directors, executive officers and employees #meir affiliates, and limiting our othe
stockholder’ ability to influence corporate matters.

Our Class B common stock has 10 votes per shar@an@lass A common stock has one vote per shasa fesult, the holders of «
Class B common stock collectively will continuecntrol a majority of the combined voting poweroalr common stock even when the sh
of Class B common stock represent a small minarfitgll outstanding shares of our capital stock. €haent holders of our Class B comr
stock collectively are able to control all mattetdbmitted to our stockholders for approval eventjtotheir stock holdings represent less
50% of the outstanding shares of our common stdskof December 31, 2014, stockholders who heldeshaf Class B common sto
including our founders, directors, executive office employees and their affiliates, together bermdy owned shares represent
approximately 61% of the voting power of our outstiag capital stock. Future transfers by holder€lafss 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 thearss, which may include existing founders, officetisectors and their affiliates. Tl
concentrated control will limit our other stockhetd’ ability to influence corporate matters for the &weable future and, as a result, the m
price of our Class A common stock could be advgrafected.

Our 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, sofmetoch are beyond our control. During 2014, oua€dl A common stock’daily closing pric
ranged from $50.04 to $98.04. In addition the fexttiscussed in this “Risk Factorséction and elsewhere in this Annual Report, factba
may cause volatility in our share price include:

e actual or anticipated fluctuations in our finanadahdition 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 n#erings by us or our competitors;

e announcements by us or our competitors of sigmfiecquisitions, strategic partnerships, joint ves or capitataising activities ¢
commitments

e additions or departures of key personnel,

e actions of securities analysts who cover our companch as publishing research or forecasts ahaubuasiness (and our performa
against such forecasts), changing in the ratinguofClass A common stock or ceasing coverage o€ompany

e investor sentiment with respect to our competitbusiness partners and industry in general;

e reporting on our business by the financial medialuding television, radio and press reports aodl

o fluctuations in the value of companies perceivedngstors to be comparable to us;

e changes in the way we measure our key metrics;

e sales of our Class A or Class B common stock;

e changes in laws or regulations applicable to olutgms;

e share price and volume fluctuations attributablemtmnsistent trading volume levels of our shasest

e general economic and market conditions such assenss, interest rate changes or internationakoayr fluctuations.
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Furthermore, the stock markets have recently expeeid extreme price and volume fluctuations theaé ledfected and continue to affect
market prices of equity securities of many compsniehese fluctuations often have been unrelatedisproportionate to the operat
performance of those companies. In the past, coilmpdhat have experienced volatility in the mankeéte of their stock have been subjec
securities class action litigation. For example Aingust 2014, we and certain of our officers wanedsin two similar putative class act
lawsuits alleging violations of the federal sedastlaws for allegedly making materially false anileading statements. We may be the ti
of additional litigation of this type in the futuras well. Securities litigation against us couldule in substantial costs and divert
management’s time and attention from other businesserns, which could harm our business.

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

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

Anti-takeover provisions in our charter documents andder Delaware law could make an acquisition of us radlifficult, 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 aoglaws may have the effect of delaying or preventirchange 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, withfouther action by the stockholders, up to 10,000,6bares of undesignated prefe
stock;

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

e specify that special meetings of our stockholdars lse called only by our board of directors, thai€Cbf our board of directors or ¢
Chief Executive Officer

e establish an advance notice procedure for stockhgrbposals to be brought before an annual meétinlyding proposed nominatic
of persons for election to our board of direct

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

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

e require the approval of our board of directorsher holders of a supermajority of our outstandingres of capital stock to amend
bylaws and certain provisions of our certificateraforporation; an

e reflect two classes of common stock, as discusBedea
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These provisions may frustrate or prevent any giterny our stockholders to replace or remove oureol management by making it m
difficult for stockholders to replace members of board of directors, which is responsible for appoent the members of our managemer
addition, because we are incorporated in Delawaeeare 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 tlate on which the stockholder became an “intied&stockholder.

Future sales of our Class A common stock in the fiabmarket could cause our share price to decline.

Sales of a substantial number of shares of oursCdasommon stock in the public market, particulasbles by our directors, office
employees and significant stockholders, or the guion that these sales might occur, could depressnarket price of our Class A comn
stock and could impair our ability to raise capttalough the sale of additional equity securitiés.of December 31, 2014, we had 63,062
shares of Class A common stock and 9,858,511 slo&r€kss B common stock outstanding. Although Blipumarket exists for our Class
common stock only, shares of our Class B commookstoe generally convertible into an equivalent bamof shares of Class A comn
stock at the option of the holder or upon tranéebject to certain exceptions).

Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

Our principal executive offices in North Americaawurrently located at 140 New Montgomery Streaty Brancisco, California, where
lease office space pursuant to a lease agreenmmngtpires in 2021. We lease additional office spacPalo Alto, California; San Francis
California; Scottsdale, Arizona; Chicago, Illinoiand New York, New York; and currently our intelioatl offices are located in Dubl
Ireland; London, England; and Hamburg, Germany.b&keve that our properties are generally suitablmeet our needs for the foresee
future. In addition, to the extent we require addidl space in the future, we believe that it wobkl readily available on commercit
reasonable terms.

Item 3. Legal Proceedings.

In February and March 2010, we were sued in twatpé class actions on behalf of local businessssréing various causes of ac
based on claims that we manipulated the ratingsrewidws on our platform to coerce local businesedsuy our advertising products. Th
cases were subsequently consolidated in an actmerting claims for violation of the California Bosss and 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 aatith prejudice. The plaintiffs appealed to the UCGhurt of Appeals for the Ninth Circt
which affirmed the dismissal of the consolidateticac The plaintiffs submitted a petition to thenthi Circuit for a rehearing, which was der
on October 28, 2014.

In August 2014, two putative class action lawsaiteging violations of federal securities laws wéled in the U.S. District Court for tl
Northern District of California, naming as defentfans and certain of our officers. The lawsuitega! violations of the Exchange Act by us
our officers for allegedly making materially falaad misleading statements regarding our busined®perations between October 29, Z
and April 3, 2014. These cases were subsequentigotidated and, in January 2015, plaintiffs filedc@ansolidated complaint seek
unspecified monetary damages and other relief. &oriary 6, 2015, we and the other named defenddetsa motion to dismiss tl
consolidated complaint, and the court is currestlyeduled to have a hearing on the motion on Agril2015.

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

Item 4. Mine Safety Disclosures.
Not applicable.
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PART II
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.
Market Information

Our Class A common stock, par value $0.000001 pares has been listed on the New York Stock Exchahg, or NYSE, under tt
symbol “YELP” since March 2, 2012. Prior to that date, there m@agpublic trading market for our Class A commorcktdrhere is no publ
trading market for our Class B common stock. THiWdng table sets forth on a per share basis igh hnd low intraday sales prices of
Class A common stock, as reported by the NYSEHemeriods indicated:

2014 2013
High Low High Low
First Quarter $ 101.7 $ 664 $ 2541 % 19.1
Second Quarter $ 814C $ 4911 $ 3614 $ 22.4¢
Third Quarter $ 86.8¢ $ 647C $ 715( $ 33.9¢
Fourth Quarter $ 7341 $ 4917 $ 7537 $ 56.6f

On February 20, 2015, the last reported sale pficair Class A common stock was $47.79.
Stockholders

As of the close of business on February 20, 20ig&etwere 53 stockholders of record of our Clag®mimon stock and 23 stockholder
record of our Class B common stock. The actual remab holders of our common stock is greater thas mumber of record holders, ¢
includes stockholders who are beneficial owners,viduwose shares are held in street name by broketsother nominees. This numbel
holders of record also does not include stockhslddrose shares may be held in trust by other esutiti

Dividend Policy

We have never declared or paid, and do not anteigeclaring or paying, any cash dividends on apital stock. Any future determinati
as to the declaration and payment of dividendsnif, will be at the discretion of our board of dias and will depend on thexxstinc
conditions, including our financial condition, opéng results, contractual restrictions, capitguieements, business prospects and other f
that our board of directors may deem relevant.

Performance Graph

We have presented below the cumulative total retarour stockholders during the period from March2@12 (the date our Class
common stock commenced trading on the NYSE) thrdDgbember 31, 2014 in comparison to the NYSE Coitgpdsdex and NYSE Arc
Tech 100 Index. All values assume a $100 initigeBtment and data for the NYSE Composite IndexNYi8E Arca Tech 100 Index assu
reinvestment of dividends. The comparisons are chase historical data and are not indicative of, mwended to forecast, the fut
performance of our Class A common stock.
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NYSE
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Index
NYSE
Arca Tech 10C 104.5¢ 97.2¢ 103.2: 103.5! 114.1¢ 1155! 125.9¢ 138.9¢ 145.7¢ 149.17 151.20 158.7!
100 Index

The information under “Performance Graph” is notedeed to be “soliciting material” or “filed"with the SEC or subject to Regulation 14/
14C, or to the liabilities of Section 18 of the Bange Act, and is not to be incorporated by refeeeim any filing of Yelp under the Securil
Act or the Exchange Act, whether made before er #ifie date of this Annual Report and irrespectiffany general incorporation language
those filings

Use of Proceeds from Public Offering of Common Stéc

On March 2, 2012, we closed our initial public ofifg, in which we sold 8,172,500 shares of Classofmon stock at a price to the pu
of $15.00 per share. The aggregate offering pucestiares sold in the offering was approximatel@25& million. The offer and sale of all
the shares in the initial public offering were stgred under the Securities Act pursuant to a tragiisn statement on Form S-1 (File No. 333
178030), which was declared effective by the SEG-ebruary 16, 2012. Goldman, Sachs & Co. actedhedetad bookrunning manager
representative of the underwriters for the inipablic offering. Citigroup Global Markets Inc. adéfferies & Company, Inc. acted as ji
bookrunning managers and Allen & Company LLC ang@nheimer & Co. Inc. acted as co-managers forrtitialipublic offering.

Our use of proceeds to date has been as describadr ifinal prospectus, or the Prospectus, filethwlie SEC pursuant to Rule 42¢
under the Securities Act on March 2, 2012, andihasided the majority of the approximately $116.8lion cash portion of the aggreg
purchase price of our acquisitions to date.

Issuer Purchases of Equity Securities

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

October 1 — October 31, 2014
November 3~ November 30, 2014)
December 1 — December 31, 2014
Total

Total Maximum
Number of Number of
Shares Shares tha
Purchased a May Yet
Part of Be
Total Weighted Publicly Purchased
Number of Average Announced Under the
Shares Price Paic Plans or Plans or
Purchasec per Share Programs Programs
489: $ 57.8¢ — —
489: $ 57.8¢ — —

(1) Represents shares withheld to satisfy tax withihgldibligations in connection with the vesting ofpdoyee restricted stock awards under our 2012 Edmdentive Plan, as amende
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Item 6. Selected Consolidated Financial and Other &1a.

The following selected consolidated financial arttieo data should be read in conjunction with, ang gualified by reference to,
Managemer's Discussion and Analysis of Financial ConditiomdaResults of Operations and our audited consolidated financial staten
and the accompanying notes included elsewhereisnAhnual Report. The consolidated statements efratjpns data for the years en
December 31, 2014, 2013 and 2012 and the consadidslance sheet data as of December 31, 2014®la2e derived from the audi
consolidated financial statements that are includisg@where in this Annual Report. We have includedpur opinion, all adjustmen
consisting only of normal recurring adjustmentst tive consider necessary for a fair presentatighefinancial information set forth in thc
statements. The consolidated statements of opesatiata for the years ended December 31, 2011Gi@ as well as the consolidated bal:
sheet data as of December 31, 2012, 2011 and 204Qjerived from audited consolidated financiatesteents that are not included in -
Annual Report. Our historical results are not neagly indicative of the results to be expectedriry period in the future.

Consolidated Statements of Operations Data: Year Ended December 31,

2014 2013 2012 2011 2010

(in thousands, except per share amounts)

Net revenue $377,53¢ $232,98t $137,56° $ 83,28t $47,73:
Costs and expenses:

Cost of revenue (exclusive of de@ten and amortization

shown separately belé) 24,38: 16,56: 9,92¢ 5,931 3,137

Sales and marketify 201,05( 131,97( 85,91t 54,53¢ 33,91¢

Product developméft 65,18: 38,24: 20,47 11,58¢ 6,56(

General and administratffe 58,27 42,90' 31,53 17,23 11,28
Depreciation and amortizatih 17,59( 11,45¢ 7,22¢ 4,23¢ 2,33¢
Restructuring and integratidh — 67¢ 1,262 — —
Contribution to The Yelp Foundation — — — 5,92¢ —

Total costs and expenses 366,47 241,81: 156,33: 99,45¢ 57,237
Income (loss) from operations 11,05¢ (8,827 (18,76%) (16,177 (9,50¢6)
Other income (expense), net 221 (407) (22¢) (395 15
Income (loss) before income taxes 11,28( (9,230 (18,99)) (16,56¢€) (9,49))

Benefit (provision) for income taxes 25,19¢ (83¢) (122 (102) (7%)
Net income (loss 36,47: (10,06%) (29,119 (16,669) (9,56¢€)
Accretion of redeemable convertible preferred stock — — (32 (189 175

Net income (loss) attributable to common stockh@d€lass A

and B) $ 36,47: $(10,06¢) $(19,14%) $(16,857) $(9,749)
Net income (loss) per share attributable to comstookholder:

(Class A and B):

Basic $ 0.51 $ (0.1%) $ (0.39) $ (1.10 $ (0.79)

Diluted $ 04t $ (019 $ (0.39) $ (1.10 $ (0.77)
Weighte(-average shares used to compute net income (less) p

share attributable to common stockholdetag€A and B):

Basic 71,93¢ 65,66¢ 54,14¢ 15,29 13,77«

Diluted 76,71 65,66 54,14¢ 15,29: 13,77:

(1) Stock-based compensation included in the staésiof operations data above was as follows:

Year Ended December 31,

2014 2013 2012 2011 2010
(in thousands)
Cost of revenue $ 72¢ $ 421 0§ 122 $ 50 $ 2€
Sales and marketing 15,08 10,13: 4,917 1,607 662
Product development 14,80« 6,27( 1,70t 721 26(

General and administrative 11,657 9,30( 8,13¢ 2,49¢ 482



Total stock-based compensation $ 42,270 $ 26,677 $1487¢ $ 4,871 $ 1,431
Consolidated Balance Sheet Data: As of December 31,
2014 2013 2012 2011 2010

(in thousands)

Property, equipment and software, net 62,76: 30,66¢ 14,79¢ 9,881 5,25¢

Total assets 629,65( 515,97 187,69t 43,82 41,01t

Total stockholders’ equity (deficit) 588,15( 486,48: 165,66. (24,34 (20,889
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Other Financial and Operational Data: Year Ended December 31,
2014 2013 2012 2011 2010
(in thousands)

Reviews() 71,23: 52,75 35,95¢ 24,817 15,11¢
Unique Visitors® 135,39¢ 120,00! 86,30¢ 65,79¢ 39,35¢
Mobile Unique Visitors3) 72,31 52,90¢ 33,15( 17,502 2,811
Claimed Local Business Locatioff8 2,02¢ 1,48¢ 994 60€ 307
Active Local Business Account? 94 67 40 24 11
Local Advertising Account® 84 54 31 19 11
Adjusted EBITDA(® $ 7092: $ 2942¢ $ 459 $ (1,12 $ (574)
Nor-GAAP Net Incomé®) $ 5299 $ 1831 $ (387) $ (11,76) $ (8,11)

(1) Represents the cumulative number of reviews subdhiti Yelp since inception, as of the period enduiding reviews that were not recommended orhiadtbeen removed from «
platform. We define a review as each individuallsitten assessment submitted by a user who hastesgfsby creating a public profile on our platforrar more informatiol
including information regarding reviews that aret mecommended and removed reviews, ‘9danagements Discussion and Analysis of Financial ConditiondaResults «
Operation—Key Metric—Reviews”

(2) Represents the average number of monthly unigu@ngsor the last three months of the period. Vééree monthly unique visitors as the total numbleumique visitors who ha
visited our website at least once in a given moatid, we average the number of monthly unique visitoeach month of the threeenth period to calculate average monthly ur
visitors. For rrore information, se“ Managemer's Discussion and Analysis of Financial Condition &esults of Operatio— Key Metrics— Unique Visitors”

(3) Represents the average number of mobile uniqurssor the last three months of the period. Windemobile unique visitors as the sum of (i) tivermge monthly unique visitors
who have visited our mobile website during thaiqgee(measured as described above) and (ii) uniquigilendevices using our mobile app on a monthlyage basis over that
period. For more information, s* Managemer's Discussion and Analysis of Financial Conditiorl d&esults of Operatio—Key Metric—Mobile Unique Visitor

(4) Represents the cumulative number of business totathat have been claimed on Yelp worldwide sR@@8, as of the period end. We define a claimedlIbasiness location
each business address for which a business repatgervisits our website and claims the fleesiness listing page for the business locateldaataddress. For more information,
“Managemer's Discussion and Analysis of Financial Conditiom &esults of Operatio— Key Metrics— Claimed Local Business Locatio”

(5) Represents the number of active local businessuatedrom which we recognized revenue during tts¢ thhree months of the period. For more informatsee“Managements
Discussion and Analysis of Financial Condition desults of Operatio—Key Metric—Active Local Business Accour’

(6) Represents the number of local business accoumtsiihich we recognized local advertising revenuénduthe last three months of the period. We bagaorting this metric in tt
quarter ended December 31, 2014 and intend to gedhis metric instead of active local busines®ants in future periods. For more information, $ééanagemens Discussio
and Analysis of Financial Condition and Result©pkration—Key Metric—Local Advertising Accoun.”

(7) We define adjusted EBITDA as net income (loss)ustéid to exclude: provision (benefit) for incomaets other income (expense), net, interest incaeereciation ar
amortization, stock-based compensation expensgucaging and integration costs and contributionthe Yelp Foundation. Sée—Non-GAAP Financial Measuresfor more
information and for a reconciliation of adjustedIEBA to net income (loss), the most directly congdale financial measure calculated and presentaddardance with GAAF

(8) We define no-GAAP net income (loss) as net income (loss), ddfigo exclude: stockased compensation expense, amortization of irtlesgiand the release of valua
allowance. See&—Non-GAAP Financial Measuresfor more information and for a reconciliation ofm8AAP net income (loss) to net income (loss), thesiairectly comparab
financial measure calculated and presented in daoce with GAAP

Non-GAAP Financial Measures

To provide investors with additional informatiorgeeding our financial results, we have disclosethatable above and elsewhere in
Annual Report adjusted EBITDA and non-GAAP net meo (loss), which are noBAAP financial measures. We have provide
reconciliation below of both adjusted EBITDA andnf@AAP net income (loss) to net income (loss), thesindirectly comparable GA/#
financial measure in each case.

We have included adjusted EBITDA and n@AAP net income (loss) because they are key measised by our management and boa
directors to understand and evaluate our operagnfprmance and trends, to prepare and approvarowal budget and to develop shant¢
long-term operational plans. In particular, thelegion of certain expenses in calculating adjug8iTDA and nonGAAP net income (los
can provide a useful measure for period-to-perioghgarisons of our core business. Accordingly, wWéebe that adjusted EBITDA and non-
GAAP net income (loss) provide useful informati@ninvestors and others in understanding and evalyaur operating results in the se
manner as our management and board of directors.
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Adjusted EBITDA and noiGAAP net income (loss) have limitations as anadjttools, and you should not consider them in thmteor a:
substitutes for analysis of our results as repanteter GAAP. Some of these limitations are:

e although depreciation and amortization are nash charges, the assets being depreciated antizsdonay have to be replaced in

future, and adjusted EBITDA and n@AAP net income (loss) do not reflect cash capéapenditure requirements for si
replacements or for new capital expenditure requeéngs;

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

e adjusted EBITDA and non-GAAP net income (loss) dbaonsider the potentially dilutive impact of etydbased compensation;
e adjusted EBITDA does not reflect tax payments thay represent a reduction in cash available to us;

e adjusted EBITDA does not consider any dilutive ictpaf our contribution to the Yelp Foundation;

e adjusted EBITDA does not take into account anyruesfiring or integration costs associated withaequisition of Qype; and

e other companies, including companies in our ingustray calculate adjusted EBITDA and nG#&AAP net income (loss) different
which reduces their usefulness as comparative mes

Because of these limitations, you should considgrsted EBITDA and noGAAP net income (loss) alongside other financiafgenance

measures, including various cash flow metrics, inebme (loss) and our other GAAP results. The wlilelow present reconciliations
adjusted EBITDA and non-GAAP net income (loss) ébincome (loss) for each of the periods indicated:

Adjusted EBITDA

Year Ended December 31,
2014 2013 2012 2011 2010

(in thousands)

Reconciliation of Adjusted EBITDA:

Net income (loss $ 36,47 $ (10,06) $ (19,11) $ (16,66) $ (9,561
(Benefit) provision for income taxes (25,199 83¢ 122 10z 75
Other (income) expense, net (221) 407 22€ 39t (15)
Depreciation and amortization 17,59( 11,45¢ 7,22 4,23¢ 2,33¢
Stock-based compensation 42,27: 26,12: 14,87¢ 4,877 1,431
Restructuring and integratidh = 67¢ 1,262 — —

— — — 5,92¢ —

Contribution to The Yelp Foundation

Adjusted EBITDA $ 70,92 $  29,42¢ $ 4,59¢ $ (1129 $ (5,74)

(1) Restructuring and integration includes $0.6 milliorstocl-based compensation expense for the year ended Dec&h, 2013

Non-GAAP Net Income (Loss)

Year Ended December 31,
2014 2013 2012 2011 2010

(in thousands)

Reconciliation of Non-GAAP Net Income (Loss):

Net income (loss $ 36,47¢ $ (10,06¢) $ (19,11) $ (16,669 $  (9,56€)

Stock-based compensation 42,27: 26,12 14,87¢ 4,871 1,431
Amortization of intangible assets 2,44¢ 2,26( 36C 26 23
Valuation allowance release (28,19)) — — — —

Non-GAAP net income (loss) $ 5299 $ 1831 $¢ (387) $ (1L76) $ (811)
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion and analysis of our finah@condition and results of operations should bead in conjunction with o
consolidated financial statements and related n@ppearing elsewhere in this Annual Report. Thscuaésion contains forwardoking
statements that reflect our plans, estimates arnigfegand involve risks and uncertainties. Ourwadtresults and the timing of certain eve
could differ materially from those anticipated hese forwardeoking statements as a result of several factoduding those discussed in
section titled “Risk Factors” included under Part ltem 1A and elsewhere in this Annual Report. ‘Sgxecial Note Regarding Forward-
Looking Statemer” in this Annual Report.

Overview

Yelp connects people with great local businessdsrimging “word of mouth’online and providing a platform for businesses emtsumet
to engage and transact. Our platform provides vedumnsumers and businesses alike by connectinguoters with great local businesse
the critical moment when they are deciding whersgend their money. Each day, millions of consunoses our platform to find and inter
with local businesses, which in turn use our fred paid services to help them engage with consunidrs Yelp Platform, which allov
consumers and businesses to transact directly dp, Yeovides consumers with a continuous experiehom discovery to completion
transactions and local businesses with an additfpmiat of consumer engagement.

We derive substantially all of our revenue from ffade of advertising products. In the year endecebBer 31, 2014, our net revenue
$377.5 million, which represented an increase 8b6tm the year ended December 31, 2013, and wergd a net profit of $36.5 milli
and adjusted EBITDA of $70.9 million. In the yearded December 31, 2013, our net revenue was $288i0n, which represented
increase of 69% from the year ended December 3R2,20hd we generated a net loss of $10.1 millimhadjusted EBITDA of $29.4 million.

Our success is primarily the result of significantestment in our communities, employees, conterstnd and technology. We believe
continued investment in our business provides argest opportunity for future growth and plan tatboue to invest for longerm growth ii
our key strategies:

e Accelerate Network EffecWe plan to invest in marketing and product develeptraimed at both attracting more, and increadie
usage and contributions of, consumers as we loolewerage our brand and benefit from acceleratiatyvark dynamics in Yel
communities. We believe that expanding our coniglhtalso attract new consumers as well as incrélaseumber of visits and searc
per user, and so will continue to expand our conitgemgagement efforts and explore new ways to lenadntributors to share conte
For example, we plan to continue to invest in tleeaopment of our mobile platform to take advantafighe growing number
consumers accessing Yelp through their mobile dsv

e Enhance MonetizatiorWhile our core local advertising business in thetéthStates has a significant and growing basewénue, w
have invested, and will continue to invest, in sav@itiatives to enhance our monetization oppweittas. One such initiative has be
and will continue to be, to aggressively grow aales force in order to reach more businesses. Walad continue expanding the Y
Platform, business owner tools and other partngssiol encourage businesses to advertise on ofwnha

We expect to invest approximately $25 million irpital expenditures in 2015 to support the growtlowif business. We expect to use
majority of this amount to increase our office spagpgrade our technology and infrastructure torawg the ability of our platform to han
the projected increase in usage, and enable thaselof new features and solutions. As a resuhisfinvestment philosophy, we expect
our operating expenses will continue to increasdtfe foreseeable future.

Factors Affecting Our Performance

Traffic and User Engagemer@hanges in consumer traffic, as well as the quality quantity of contributed content, will affectraevenu
and financial performance. Traffic to our platfodetermines the number of ads we are able to shfeetsithe value of those ads to busine
and influences the content creation that drivethéurtraffic; as a result, our ability to grow dausiness depends on our ability to increase t
on our platform. Because we rely on Internet seargines to drive traffic to our platform, a sigegit portion of our traffic can be affected
a number of factors, many of which are not in omecat control. Changes in a search engneinking algorithms, methodologies or de
layouts may result in links to our website not lggimominent enough to drive traffic to our websker example, in the second quarter of 2
Google made changes to its algorithms and methgasidhat may be contributing to the recent slovwdhgur traffic growth rate and decline
traffic in the fourth quarter of 2014. We cannadgict the long-term impact of these changes.
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We also anticipate that our traffic growth will ¢omue to slow over time, and potentially decreaseeértain periods, due to the grac
decline in the number of major geographic markespecially within the United States, to which wesdanot already expanded. Furl
expansion in smaller markets may not yield similsults or sustain our growth. As our traffic growate slows, our success will becc
increasingly dependent on our ability to increasels of user engagement on our platform. This dégece may increase as the portion o
revenue derived from performanbased advertising increases. If user engagemergatexs, our advertisers may stop or reduce theramd
advertising on our platform and our results of atiens would be harmed. In addition, we also expleetcyclicality and seasonality in «
business to become more pronounced as our growisiavs, including weaker traffic numbers in tharth quarter of the year.

Increasing Mobile UsageAlthough we believe use of our mobile platform @mplementary to use of our website on personal coeng
we anticipate that growth in traffic to our mobkatform will drive our growth for the foreseealfldure and traffic through personal compu
may continue to decline. Although we currently detiadvertising on our mobile platform, the molakdvertising market remains a new
evolving market. Given our limited experience inmatizing mobile products and commitment to priahitg the quality of user experience c
shortterm monetization, we may not be able to generatanimgful revenue from our mobile products desthiteexpected growth in mok
usage. If consumers continue to access our molatbopm as substitute for access through persoo@peiters, and if our mobile advertis
solutions prove ineffective or insufficiently prtble, this trend could adversely impact our finahgerformance.

Ability to Attract and Retain Local Business@sir revenue growth is driven by our ability to attrand retain local business advertisers
purchase our advertising solutions. Our largestssaind marketing expenses consist of the costiatsh with acquiring local busine
advertisers. We spent a majority of our sales aadkating expense for 2014 on initiatives relatedotal business advertiser acquisition
expect to continue to expend significant amountsattoact additional local business advertisers.thf same time, our local advertis
agreements increasingly provide for performancetha®st-peclick payment terms, which make it more difficwitforecast local advertisi
revenue accurately. In addition, our advertisepgclly do not have longerm obligations to purchase our products, and thegisions to rene
depend on the degree of satisfaction with our petedas well as a number of factors that are outsidmur control, including their ability
continue their operations and spending levels. §thall and mediunsized businesses on which we heavily rely oftereHamited advertisin
budgets and may be disproportionately affected dgnemic downturns. As a result, a worsening econoouitlook would likely caus
businesses to decrease investments in advertighigh would adversely affect our revenue.

Investment in GrowthVe have invested aggressively in the growth ofpdatform and intend to continue to invest to suppiois growth a
we expand our platform, grow our communities arghldusiness base, hire additional employees amidefudevelop our technology. We &
plan to invest in product development as we costitm innovate and introduce new advertising armbramerce products, explore r
platforms and distribution channels and developngararrangements that provide incremental valusutoadvertisers and business partne
encourage them to increase their advertising bgdghtcated towards our platform. We expect thas¢hinvestments will increase
operating expenses, and that any increase in revesaulting from product innovations will likelyait the increase in expenses. For exan
although we have not historically spent signifibamin marketing programs, we began testing advegito consumers through various on
and offline channels in the second half of 2014 pladh to continue to do so in 2015; further expanmsf these programs could significal
increase our marketing expenses.

Community Developmer@ur longterm growth depends on our ability to successfdéyelop new and existing Yelp communities. It
take years for our platform to achieve a criticalss of consumers and reviews to drive meaningégtitn of our advertising solutions ¢
begin to generate revenue in a particular commuritya result, we may continue to generate losseseiv communities for an extenc
period, and different communities can be expeategtéw at different rates and generate varyingltegérevenue. As with most businesses
expect our revenue growth to slow as our businegsnes over time. Local advertising revenue fordluest cohort of Yelp communities in
United States, which launched in 20P806, grew at 52% in 2014 compared to 2013. Thisvier than the growth rate of local advertis
revenue for the 2007-2008 cohort, which grew 63%r ¢lie same period, and the 20030 cohort, which grew 78% over the same perioe
believe this is indicative of continued revenuevgig but slowing revenue growth for more mature camities.
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Acquisitions.As part of our business strategy, we may deternnexpand our product offerings and grow our bussntghrough tr
acquisition of complementary businesses or teclyieso For example, in October 2014, we acquiredtdResnt Kritik and Cityvox t
accelerate our international expansion. In addjtinnFebruary 2015, we acquired Eat24Hours.com,, ladeading web and apyased foo
ordering service, to drive daily engagement inrestaurant vertical and provide the opportunitgxpand Eat24 services to all the restaure
listed on our platform. Our acquisitions will affesur future financial results due to factors sastthe amortization of acquired intangible a:
and may also result in potential charges suchstsuuring costs or impairment expense.

Key Metrics

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

Reviews

Number of reviews represents the cumulative nurobeeviews submitted to Yelp since inception, ashaf period end, including revie
that are not recommended or that have been remfoeedour platform. In addition to the text of theview, each review includes a rating
one to five stars. We include reviews that arereobommended and that have been removed becausfettaim are either currently access
on our platform or were accessible at some pointinre, providing information that may be useful fasers to evaluate businesses
individual reviewers. Because our automated recona@ion software continually reassesses which vevito recommend based on t
information, the “recommended” or “not recommendstiitus of reviews may change over time. Reviews aha not recommended or t
have been removed do not factor in to a busines&sall star rating. By clicking on a link on a irewed business’page on our website, us
can access the reviews that are not recommendeithddpusiness, as well as the star rating and dtii@mation about reviews that wi
removed for violation of our terms of service.

As of December 31, 2014, approximately 66.3 millil@views were available on business profile pageduding approximately 16
million reviews that were not recommended, afteroanting for 4.9 million reviews that had been rewew from our platform, either by us
violation of our terms of service or by the usetswveontributed them. The following table presehtsiumber of cumulative reviews as of
dates presented:

As of December 31,

2014 2013 2012
(in thousands)
Reviews 71,23: 52,757 35,95¢

Unique Visitors

Unique visitors represent the average number ofthtpanique visitors over a given thregenth period. We define monthly unique visi
as the total number of unique visitors who havéedsour website at least once in a given montH,\vae average the number of monthly un
visitors in each month of a given threenth period to calculate average monthly uniqeéasis. We calculate unique visitors as the nunaf
“users” measured by Google Analytics, a product from Godgte that provides digital marketing intelligendsgsed on the use of unic
cookie identifiers. Unique visitors do not includsers who access our platform solely through oubile@pp. Because the number of un
visitors is based on users with unique cookiesindividual who accesses our website from multipdeides with different cookies may
counted as multiple unique visitors, and multipldividuals who access our website from a shareétdeavith a single cookie may be cour
as a single unique visitor.
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The following table presents the average monthiylmer of unique visitors during the periods presgnte

Three months ended December 3

2014 2013 2012
(in thousands)
Unique Visitors 135,39¢ 120,00! 86,30¢

Of the average monthly unique visitors in the gqeraended December 31, 2014, approximately 77.6omikhccessed our website thro
personal computers, compared to 77.7 million an@ &&llion in the quarters ended December 31, 2818 2012, respectively. We anticig
that growth in use of our mobile platform will beetdriver of our growth for the foreseeable futarel that usage through personal comp
may continue to decline worldwide.

Mobile Unique Visitors

We define mobile unique visitors for a given threenth period to be the sum of (i) the average mgnthique visitors who have visit
our mobile website during that period (measuredesxribed above) and (ii) unique mobile deviceagisiur mobile app on a monthly aver
basis over that period. Under this method of cakboh, an individual who accesses both our mobisite and our mobile app, or acce
either our mobile website or our mobile app fromltiple mobile devices, will be counted as multipt®bile unique visitors. Multip
individuals who access either our mobile websitenabile app from a shared device will be countec aéngle mobile unique visitor. T
following table presents the average monthly nunab@nobile unique visitors during the periods presd:

Three months ended December 3

2014 2013 2012
(in thousands)
Mobile Unique Visitors 72,31 52,90¢ 33,15(

Claimed Local Business Locations

The number of claimed local business locationsasgmts the cumulative number of business locatioaishave been claimed on Y
worldwide since 2008, as of a given date. We definelaimed local business location as each businddsess for which a busin
representative visits our website and claims tke fyusiness listing page for the business locdtdtahaddress. The following table pres
the number of cumulative claimed local businesatioos as of the dates presented.

As of December 31,

2014 2013 2012
(in thousands)
Claimed Local Business Locations 2,02¢ 1,48¢ 994

Active Local Business Accounts and Local AdvertigiAccounts

The number of active local business accounts repteghe number of local business accounts fronclwive recognized revenue in a gi
threemonth period. We treat business accounts that tieeveame payment and/or user information as aesimgdiness account. The follow
table presents the number of active local busiaessunts in the three-month periods presented:

Three months ended December 3

2014 2013 2012
(in thousands)
Active Local Business Accounts 94 67 4C

Local advertising accounts comprise all local baesgaccounts from which we recognize revenue inenghreemonth period, excludir
local business accounts from which we recognizep oals revenue only. We began reporting this métrihe quarter ended December
2014, and intend to provide this metric insteadafve local business accounts in future periodsabse we believe it more accurately ref
our core advertising business than active locainess accounts. The following table presents thabar of local advertising accounts in
three-month periods presented:

Three months ended December 3



2014 2013 2012

(in thousands)
Local Advertising Accounts 84 54 31

Adjusted EBITDA and No-GAAP Net Income (Loss)

Adjusted EBITDA is a noAAP financial measure that we calculate as nedrime (loss), adjusted to exclude: provision (behédit
income taxes; other (income) expense, net; degi@ciand amortization; stodkased compensation expense; restructuring andraite
costs; and our contribution to The Yelp Foundatiorihe quarter ended December 31, 2011. Non-GAARmm®me (loss) is a noGAAP
financial measure that we calculate as net incdass), adjusted to exclude: stolbsed compensation expense, amortization of inteesyan
the release of valuation allowance.

We believe that adjusted EBITDA and nG#AP net income (loss) provide useful informationirivestors in understanding and evalug
our operating results in the same manner as ourmgement and our board of directors. This @G¥AP information is not necessal
comparable to non-GAAP information of other companiNonGAAP information should not be viewed as a subiifor, or superior to, n
income (loss) prepared in accordance with GAAP aseasure of our profitability or liquidity. Userg this financial information shou
consider the types of events and transactions fuctwadjustments have been made. For more infoomatbout adjusted EBITDA anc
reconciliation of adjusted EBITDA to net income g%), see“Selected Consolidated Financial and Other Data—MN&AAP Financia
Measures” For more information about non-GAAP net income gjaand a reconciliation of NOBAAP net income (loss)to net income (lo
see “Selected Consolidated Financial and Other Data—@¥AP Financial Measures.
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Results of Operations

The following tables set forth our results of opienas for the periods presented as a percentagetofevenue for those periods (cer
items may not foot due to rounding). The periogésiod comparison of financial results is not neaety indicative of future results.

Year Ended December 31,
2014 2013 2012
(as a percentage of net revenue)

Net revenue by produ

Brand advertising 9 12 15

Total net revenue 1006 1004 10005

Cost of revenue (exclusive of
depreciation and amortization shown
separately below) 6% 7% 7%

Product development

Depreciation and amortization

Total costs and expenses 97 104

Other income (expense), net

Benefit (provision) for income taxes
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Years Ended December 31, 2014, 2013 and 2012
Net Revenue

We generate revenue from local advertising, brashedising and other services. The following taptevides a breakdown of our |
revenue for the periods indicated.

2013 tc 2012 tc
2014 % 2013 %
Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)

Net revenue by produc

Local advertising $ 319,137 $ 192,98 $ 109,15 65% 7%

Brand advertising 34,48. 27,96( 20,57¢ 23 36

Other services 23,91% 12,04¢ 7,82¢ 99 54
Total net revenue $ 37753t $ 23298 $ 137,56 62% 69%

Percentage of total net revenue by product:

Local advertising 85% 83% 7%

Brand advertising 9 12 15

Other services 6 5 6
Total net revenue 10Co% 10Cos 10Cos

During 2014, 2013 and 2012, we focused on revemaet related to our local advertiser customer kasevell as the development
relationships with brand advertising agencies. Muga revenue increased $144.5 million, or 6292004 compared to 2013, and $95.4 mill
or 69%, in 2013 compared to 2012.

Local AdvertisingWe generate revenue from local advertising programetuding enhanced profile pages and performamceimpression-
based advertising in search results and elsewhei@up website and mobile app. Our local advertisieggnue increased $126.2 million
65%, in 2014 compared to 2013, and $83.8 millian7®%, in 2013 compared to 2012. The increase th ears was primarily due tc
significant increase in the number of customergipasing local advertising plans as we expandedales force to reach more local busine:

Brand AdvertisingWe generate revenue from brand advertising thrdbghsale of advertising solutions for national kbisuthat want 1
improve their local presence in the form of dispalvertisements and brand sponsorships. Our nhtadwartisers include leading brands in
automobile, financial services, logistics, consugmods and health and fitness industries. Our baaveértising revenue increased $6.5 mill
or 23%, in 2014 compared to 2013, and $7.4 millmn36%, in 2013 compared to 2012. The increadeoth years was primarily due to
increase in the average spend per brand advediseen largely by increased advertising impressipar brand advertiser.

Other ServicesWe generate other revenue through partner arrangsptbe sale of Yelp Deals and Gift Certificatesgd monetization
remnant advertising inventory through third-partyreetworks. Our revenugharing partner arrangements provide consumersthatiability tc
complete food delivery transactions and make onlaservations through third parties directly onpreDur fixedfee partner arrangeme
include allowing thirdparty data providers to update business listingrmftion on behalf of businesses. Yelp Deals alioerchants t
promote themselves and offer discounted goods amnitces on a realme basis to consumers directly on our websiterantile app. We ea
a fee on Yelp Deals for acting as an agent in thesesactions, which we record on a net basis aolide in revenue upon a consurger’
purchase of a deal. Gift Certificates allow merdhda sell fullpriced gift certificates directly to consumers tigb their business profile pag
We earn a fee based on the amount of the Gift fiate sold, which we record on a net basis antudecin revenue upon a consunser’
purchase of the Gift Certificate.

Our other services revenue increased $11.9 milbo89%, in 2014 compared to 2013, and $4.2 millarb4%, in 2013 compared to 20
The increase in both years was primarily due ténarease in revenue from added partnership arraegesnas well as the sale of Yelp D
and remnant advertising inventory.
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Cost of Revenue

Our cost of revenue consists primarily of netwouolsts, credit card processing fees and web hosiggyell as salaries, benefits and stocl
based compensation for our infrastructure teanada@lto operating our website. It also includegeoigroduction expenses and creative de
for brand advertising.

2013 tc 2012 tc
2014 % 2013 %

Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)
Cost of revenue $ 2438. $ 16,56 $ 9,92¢ 47% 67%
Percentage of net revenue 6% 7% 7%

Cost of revenue increased $7.8 million, or 47%2@14 compared to 2013, and $6.6 million, or 67%2@13 compared to 2012. 1
increases in 2014 and 2013 were primarily attribletéo increases of $4.3 million and $1.7 millioespectively, in outside hosting and Inte
service fees, which are necessary to support tirease in visitors to our website and transactammspleted on our website. In addition, se
costs, including video production, for active lobakiness pages increased by $0.4 million and ®illi®n in 2014 and 2013, respectively,
to increased demand by local businesses for videth@r business pages. Expenses related to aeedeisign for brand and local advertis
customers also increased by $0.7 million and $0/Bomin 2014 and 2013, respectively. In additianerchant fees related to credit ¢
transactions for local advertising increased $2ildam and $1.8 million in 2014 and 2013, respeetiy and we added personnel to suppor
website infrastructure resulting in increases ofi$8illion and $1.6 million in 2014 and 2013, resipeely.

Sales and Marketing

Our sales and marketing expenses primarily comsisglaries, benefits, stoddased compensation expense, travel expense anttire
compensation expense for our sales and marketipipgees. In addition, sales and marketing expeimgtisde business acquisition market
community management, branding and advertisingscast well as allocated facilities and other sujipgroverhead costs. Our focus to (
has been on organic and viral growth driven byatimmunity development efforts of our community ngeraent team, which is respons
for growing and fostering local communities, as lvad coordinating events to raise awareness ofbcamd. As a result, we have incur
minimal sales and marketing expenses to acquiranicgraffic to our platform. However, we have begelectively testing advertising
consumers through various channels and plan tont@nto do so in 2015.

We expect our community management costs to ineraasve continue to expand to new markets andmkisting markets. We exp:
our sales and marketing expenses to increase a&xpand our domestic and international footprintréase the number of local adverti
accounts and continue to build our brand. The smlisi majority of these expenses will be relatedhiting sales employees and Commu
Managers. We expect sales and marketing expengssréase and to be our largest expense for tlesdeable future.

2013 tc 2012 tc
2014 % 2013 %

Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)
Sales and marketing $ 201,05 $ 131,97 $ 8591 52% 54%
Percentage of net revenue 53% 57% 62%

Sales and marketing expenses increased $69.1 mitho52%, in 2014 compared to 2013, and $46.lianillor 54%, in 2013 compared
2012. The increases in 2014 and 2013 were primatthjbutable to increases in headcount and relagnses of $42.9 million and $3
million, respectively, including increases in stdzdsed compensation expense of $5.0 million and $lbn, respectively, as we expant
our sales organization to take advantage of thé&ebapportunity created by increased recognitiothefvalue of our platform and increa
use of our free online business accounts. In amditive experienced increases in facilities andtedlallocations of $11.8 million and $
million in 2014 and 2013, respectively. As a resaflnew marketing campaigns, domestic and inteonati marketing and advertising cc
increased by $9.2 million and $0.1 million in 20d4dd 2013, respectively. As a result of our incréaseet revenue for 2014 compared to 2!
and 2013 compared to 2012, our commission expenseased $5.2 million and $9.4 million in 2014 &@13, respectively.
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Product Developmer

Our product development expenses primarily cordisalaries, benefits and stobksed compensation expense for our engineers, @
management and information technology personneldu®t development expenses also include outsidgcesrand consulting, alloca
facilities and other supporting overhead costs. Wédeve that continued investment in features,vemi@ development tools and ci
modification is important to attaining our strategibjectives and, as a result, we expect produetldpment expense to increase for
foreseeable future.

2013 tc 2012 tc
2014 % 2013 %

Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)
Product development $ 6518. $ 38,24: $ 20,47 70% 87%
Percentage of net revenue 17% 16% 15%

Product development expenses increased $26.9 mithio70%, in 2014 compared to 2013, and $17.8anillor 87%, in 2013 comparec
2012. These increases were primarily attributablie¢reases in headcount and related expensesid ##llion and $15.3 million in 2014 a
2013, respectively, including increases in stbelksed compensation expense of $8.5 million and 8dllen, respectively. In addition, v
experienced increases in facilities and relatederges of $2.5 million and $1.3 million in 2014 &2@{l3, respectively, as a result of
increases in headcount. In 2014, use of outsidsuitamts decreased by $0.5 million. In 2013, useut§ide consultants increased by !
million as we continued to invest in adding featua@d functionality to our website and mobile app.

General and Administrative

Our general and administrative expenses primadhsist of salaries, benefits and stdidsed compensation for our executive, finance,
operations, legal, human resources and other astmtive employees. Our general and administratiygenses also include outside consul
legal and accounting services, as well as fadgliied other supporting overhead costs not allodatether departments. We expect our gel
and administrative expenses to increase for tresémable future as we continue to expand our lassine

2013 tc 2012 tc
2014 % 2013 %

Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)
General and administrative $ 5827 $ 42900 $ 31,53 36% 36%
Percentage of net revenue 15% 18% 23%

General and administrative expenses increased $tBlién, or 36%, in 2014 compared to 2013, and .$1dillion, or 36%, in 201
compared to 2012. The increases in 2014 and 208 pvenarily attributable to increases in headcaurd related expenses of $8.3 million
$6.5 million, respectively, including increasesstockbased compensation expense of $2.3 million and i®ill@n, respectively. Additionall
we invested in our systems and support for the tirmfithe business through the use of outside dtargs, which contributed to the incree
by $2.4 million in both years. We also experientanleases in facilities and related expenses @ Bfillion and $1.7 million in 2014 and 20.
respectively, and increases in bad debt expen$8.afmillion and $1.3 million in 2014 and 2013,pestively. In 2013, the increase was of
by a decrease in legal costs of $0.5 million duedtart decisions in prior litigation claims.
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Depreciation and Amortizatiot

Depreciation and amortization expenses primarilpsegt of depreciation on computer equipment, saftiwdeasehold improvemer
capitalized website and software development casts amortization of purchased intangibles. We explepreciation and amortizati
expenses to increase for the foreseeable futune @®ntinue to expand our technology infrastructure

2013 tc 2012 tc
2014 % 2013 %

Year Ended December 31, Change  Change
2014 2013 2012
(dollars in thousands)
Depreciation and amortization $ 1759C $ 1145 $ 7,22¢ 54% 59%
Percentage of net revenue 5% 5% 5%

Depreciation and amortization expense increasetl 86llion, or 54%, in 2014 compared to 2013, and2$#illion, or 59%, in 201
compared to 2012. These increases were primaelydbult of our investments in expanding our tetmoinfrastructure and capital asset
support our increase in headcount across the a@ggon. Depreciation and amortization related tofowed assets and capitalized website
software development costs increased $5.9 millioth $2.3 million in 2014 and 2013, respectively.aldition, amortization related to «
intangibles increased by $0.2 million and $1.9imillin 2014 and 2013, respectively, primarily daefte intangibles acquired in acquisition
such years.

Restructuring and Integratior

Year Ended December 31,

2014 2013 2012
(in thousands)
Restructuring and integration $ — $ 67F $ 1,26

In 2014, we incurred zero restructuring and intégnacosts compared to $0.7 million in 2013 andB$tillion in 2012.

In 2012, following the acquisition of Qype, we annoed our plan to reduce the size of the Qype wockf and to terminate severa
Qype’s leases. In 2013, we announced our plan to furtithrce the size of the Qype workforce. These mstizere made in order to reduce
cost structure, enhance operating efficiencies sirehgthen our business to achieve ltarga profitable growth. We incurred restructu
charges of $0.7 million in 2013 and $1.3 million2@12 as a result of these plans. The restructuvamycompleted during 2013.

Other Income (Expense), Net

Other income (expense), net consists primarilyhef interest income earned on our cash and caskateplis and marketable securit
gains and losses on the disposal of assets, agigficexchange gains and losses.

Year Ended December 31,

2014 2013 2012
(in thousands)
Interest income $ 727 $ 62 $ 51
Transaction gains (losses) on foreign exchange (127 (257) (259)
Other non-operating loss, net (38%) (21¢) (18)
Total other income (expense), net $ 221 $ (40 $ (226
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In 2014, other income (expense), net increased§ Million, driven primarily by an increase in énést income related to markete
securities. In addition, there was a decreaser&idn exchange losses due to favorable foreigreaasr exchange rates during 2014.

In 2013, other income (expense), net decreasedrllian compared to 2012. The decrease was lardeilyen by a loss on the disposa
assets.

Benefit (Provision) for Income Taxe

Benefit (provision) for income taxes consists ofideal and state income taxes in the United Statdsirecome taxes in certain fore
jurisdictions, deferred income taxes reflecting tie¢ tax effects of temporary differences betwdendarrying amounts of assets and liabil
for financial reporting purposes and the amounésider income tax purposes, and the realizatiomevoperating loss carryforwards.

Year Ended December 31,

2014 2013 2012
(in thousands)
Benefit (provision) for income taxes $ 2519 $ (83 $ (129

Income tax expense decreased $26.0 million in 2@pared to 2013 primarily due to the release efvlluation allowance previou:
recorded against certain deferred tax assets. ladamexpense increased $0.7 million in 2013 coethém 2012 as a result of taxes du
foreign jurisdictions and state taxes.

Quarterly Results of Operations and Other Data

The following tables set forth our unaudited qudyteonsolidated statements of operations data @ndconsolidated statements
operations data as a percentage of net reven@adbr of the eight quarters in the period ended mbee 31, 2014 (for which certain items r
not foot due to rounding). We also present othaarftial and operational data and a reconciliatiamebincome (loss) to adjusted EBITDA. "'
have prepared this quarterly data on a consist@sis lwith the audited consolidated financial statets included in this Annual Report. In
opinion of management, the quarterly financial infation reflects all necessary adjustments, cangisinly of normal recurring adjustmet
necessary for a fair presentation of this datas Timiormation should be read in conjunction witle tudited financial statements and rel
notes included elsewhere in this Annual Report. fEsalts of historical periods are not necessarifjcative of the results of operations for
future period.

Quarter Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31 Sep 30 Jun 30, Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(dollars in thousands, except per share data)
Consolidated Statements of Operations
Data:

Net revenue by produ

Local advertising $ 93,12¢ $ 85,13: $75,68¢ $ 65,19t $58,05: $51,16° $44,79° $ 38,967
Brand advertising 8,65° 9,31¢ 9,05¢ 7,45 9,24 6,91( 7,04¢ 4,75¢
Other services 8,10¢ 8,00t 4,045 3,751 3,35¢ 3,10« 3,17¢ 2,40¢
Total net revenue 109,88° 102,45! 88,787 76,40° 70,65: 61,18: 55,02 46,130

Costs and expenses:
Cost of revenue (exclusive of depreciation

and amortization shown separately

below)) 7,28¢ 6,17¢ 5,84t 5,073 4,92¢ 4,27 4,01¢ 3,34
Sales and marketirfg) 53,58( 54,55 47,79¢ 45,12: 38,84 34,12¢ 30,80: 28,19
Product developme#b 19,07¢ 17,39 14,72¢ 13,98: 11,80: 11,20¢ 7,991 7,23¢
General and administratiy& 16,66: 15,18¢ 13,25} 13,17( 13,46( 10,53t 10,14¢ 8,76¢
Depreciation and amortization 5,291 4,60¢ 4,03¢ 3,661 3,52¢ 2,81¢ 2,637 2,47¢
Restructuring and integratiéi"? — — — == = = = 67¢

Total costs and expenses 101,89 97,91 85,66( 81,01: 72,55¢ 62,96: 55,60: 50,68"




Other income (expense), net 38 20C (1% 2 (109 (31) (66) (201

Benefit (provision) for income taxes 24,69¢ (1,109 (369) 1,971 (52) (510 (232) (44)

Net income (loss) per share attributabli

common stockholders (Class A and B):

Diluted $ 04z $ 00t $ 00¢ $ (009 $ (00) $(0.0H9 $ (0O) $ (0.09

Basic 72,64t 72,19t 71,71« 71,17 68,84" 65,53( 64,57¢ 63,73!

1) Includes non-cash stock-based compemsatipense as follows:

Stock-based compensation

Sales and marketing 4,03¢ 3,911 3,731 3,397 3,20! 2,66( 2,28: 1,98¢

General and administrative 3,06: 2,947 2,78( 2,861 2,74: 2,54 2,28¢ 1,72¢

Total stock-based compensation $11,81¢ $10,91¢ $10,08: $ 9.45¢ $8,78¢ $7,01f $571: $ 5,16(
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Quarter End ed
Dec 31, Sep 30 Jun 30, Mar 31, Dec 31, Sep 30. Jun 30, Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(as a percentage of net revenu

Net revenue by produ

Brand advertising 8 9 10 1C 13 11 13 1C

Total net revenue 109 105 1006 101% 105 1006 10% 10

Cost of revenue (exclusive of
depreciation and amortization shown

separately below) 7 6 7 7 7 7 7 7

Product development 17 17 17 18 17 18 1E 1€

Depreciation and amortization 5 4 5 5 5 5 5 5

Total costs and expenses 92 96 96 10€ 10s 103 101 10¢

Other income (expense), net — — — — — — — —

Benefit (provision) for income taxes 22 @ — 3 — (1) — —
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Quar ter E nded

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, 3 Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(in thousands)

Other Financial and Operational

Data(:

Reviews 71,23: 66,59: 61,34: 56,90t 52,75 47,32: 42,52¢ 39,10!
Unique Visitors 135,39¢ 139,41¢ 137,76: 132,46( 120,00! 117,44 108,05¢ 102,06}
Mobile Unique Visitors 72,31 73,44( 67,88¢ 61,19( 52,90¢ 50,45¢ 45,06« 40,16¢
Claimed Local Business Locations 2,02¢ 1,88¢ 1,751 1,628 1,48¢ 1,34« 1,222 1,10¢
Active Local Business Accounts 94 86 80 74 67 57 51 45
Local Advertising Accounts 84 77 69 63 54 46 40 35
Adjusted EBITDA $  25,09¢ $  20,06¢ $ 17,24« $ 8,51¢ $ 10,40t $ 8,05( $ 7,77C $ 3,20¢
Non-GAAP Net Income (Loss) $ 18,89 $ 15,19¢ $ 13,45t $ 7,447 $ 7,34 $ 527¢ $  5,35¢ $ 33¢
(1) For information on how we define thepemtional and other metrics, see-Key Metrics”

The following table presents a reconciliation ofusted EBITDA to net income (loss).

Quarter Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, 30n) Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(in thousands)

Reconciliation of adjusted

EBITDA:
Net income (loss $ 32726 $ 3631 $ 2747 $ (263) $ (2069 $ (2329 $ (87 $ (4,799
(Benefit) provision for income taxes (24,699 1,10 36¢ (2,979 52 51C 232 44
Other (income) expense, net (39) (200) 1E 2 10¢ 31 66 201
Depreciation and amortization 5,291 4,60¢ 4,03¢ 3,661 3,52¢ 2,81¢ 2,631 2,47¢
Stock-based compensation 11,81¢ 10,91¢ 10,08 9,45¢ 8,78¢ 7,01¢ 5,71% 4,60¢
— — — — 67%

Restructuring and integration

Adjusted EBITDA $ 2509 $ 2006 $ 17,24« $ 851¢ $ 1040¢ $ 805 $ 7,77C $ 3,20

The following table presents a reconciliation ohf®AAP net income (loss) to net income (loss).

Quarter Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, 30n Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(in thousands)

Reconciliation of adjusted non-

GAAP net income (loss):

Net income (loss $ 32,72¢ $ 3631 $ 2,748 $ (263H $ (2,069 $ (2329 $ (879 $ (4,799
Stock-based compensation 11,81¢ 10,91¢ 10,08: 9,45¢ 8,78¢ 7,01t 5,712 4,60¢
Amortization of intangible assets 55( 645 62¢ 62€ 62C 58t 52 532
Valuation allowance release (26,19)) — — — — — — —

Non-GAAP net income (|oss) $ 18,89° $ 15,19¢ $ 13,455 $ 7,44 $ 7,34( $ 5,27E $ 5,355 $ 33¢

Liquidity and Capital Resources

As of December 31, 2014, we had cash and cashagote of $247.3 million. Cash and cash equivaleatssist of both cash and moi
market funds. Our cash held internationally as et@&nber 31, 2014 was $8.4 million. We did not hamg outstanding bank loans or cr



facilities in place as of December 31, 2014. Owesiment portfolio is comprised of hightgted marketable securities, and our invest
policy limits the amount of credit exposure to ame issuer. The policy generally requires securitiebe investment grade (i.e. rated &’
higher by bond rating firms) with the objective minimizing the potential risk of principal loss. Tate, we have been able to finance
operations and our acquisitions through proceeat® forivate and public financings, including ourtiadi public offering in March 2012, o
follow-on offering in October 2013, cash generated fromraions and, to a lesser extent, cash providethédyexercise of employee st
options and purchases under our 2012 Employee $othase Plan, or ESPP.

Our future capital requirements and the adey of available funds will depend on many factamsluding those set forth underRisk
Factors” in this Annual Report. We believe that our existaagh and cash equivalents, together with any geshrated from operations, v
be sufficient to meet our working capital requirertseand anticipated purchases of property and ewgrnp for at least the next 12 mon
However, this estimate is based on a number ofngssons that may prove to be wrong and we couldaaghour available cash and c
equivalents earlier than presently anticipated. &gy require or otherwise seek additional fundshimiext 12 months to respond to busi
challenges, including the need to develop new featand products or enhance existing servicesowepour operating infrastructure or acq
complementary businesses and technologies, anoidiicgly, we may need to engage in equity or dilatricings to secure additional funds.

53




Table of Contents

Amounts deposited with thirgdarty financial institutions exceed the Federal @ Insurance Corporation and Securities Inw
Protection Corporation insurance limits, as applieaThese cash and cash equivalents could be tethbddhe underlying financial institutio
fail or are subjected to other adverse conditionthé financial markets. To date, we have expeeémo loss or lack of access to our cask
cash equivalents; however, we can provide no assesathat access to our invested cash and caskatmis will not be impacted by adve
conditions in the financial markets.

Cash Flows

The following table summarizes our cash flows far periods presented:

Year Ended December 31,
2014 2013 2012
(in thousands)

Consolidated Statements of Cash Flows Data:

Purchases of property and equipment $ 29,05« $ 16,241 % 7,52¢
Depreciation and amortization 17,59( 11,45¢ 7,22
Cash provided by (used in) operating activities 57,93: 21,43: (99)
Cash used in investing activities (228,679 (18,82) (40,597
Cash provided by financing activities 29,54¢ 291,72( 114,17:

Operating ActivitiesWe generated $57.9 million of cash in operatingvéis in the year ended December 31, 2014, piilsnaesultinc
from our net income of $36.5 million, which incluenon-cash depreciation and amortization of $17iBiom, non-cash stockase:
compensation of $42.3 million, narash provision for doubtful accounts of $7.2 milliand $28.2 million increase related to our relea
valuation allowance previously recorded againstagerdomestic and foreign deferred tax assets.ddlitian, significant changes in ¢
operating assets and liabilities resulted fromfthlewing:

® increase in accounts receivable of $21.3 millioa tluan increase in billings ftocal advertising plans and brand advertising cagmns
as well as the timing of payments from these custam

® increase in accounts payable, accrued expensestiaadiiabilities of $8.9 million relating to thea@nth in our business and the incre
in accrued vacation and employextated expenses, accrued cost of sales, defezrgdiar new facilities, and timing of invoices
payments to vendors; and

® increase in prepaids and other assets of $4.0omitklating to the increase in prepaid payroll ls@ms) prepaid cost of sales and amc
due from others

We generated $21.4 million of cash from operatiativaies in the year ended December 31, 2013, axily resulting from our net loss
$10.1 million, offset by non-cash stock-based camspdon of $26.7 million, nonash depreciation and amortization of $11.5 milliar
increase in excess tax benefit from the exercisgtaifkbased award activity of $0.4 million, which is &ssified as a financing activity, ¢
non-<cash provision for doubtful accounts of $3.3 miilién addition, significant changes in our opergtassets and liabilities resulted from
following:

® increase in accounts receivable of $12.8 millioa tluan increase in billings for local advertispigns and brand advertising campai
as well as timing of payments from these customers;

® increase in accounts payable, accrued expensesthad liabilities of $5.0 million relating to theragwth in the business and, m
specifically, the increase in accrued vacation @mgloyeerelated expenses, deferred rent for new faciliissyell as timing of invoic
and payments to vendors; and

® increase in prepaids and other assets of $1.6omitklating to the increase in value added taxfchra taxing authorities, an increast
deferred tax assets, prepaid business data andigmemt for our facilities
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We used $0.1 million of cash from operating adtgtduring the year ended December 31, 2012, pilymasulting from our net loss
$19.1 million, non-cash stock-based compensatio®ldf9 million, provision for doubtful accounts $1.9 million and noreash depreciatic
and amortization of $7.2 million. In addition, sificant changes in our operating assets and ligslresulted from the following:

® increase in accounts receivable of $4.1 million thuan increase in billings for local advertisingms and brand advertising campai
as well as timing of payments from these customers;

® increase in prepaids and other assets of $2.6omilelating to the increase in value added tax fdoma taxing authorities, prepe
business data and prepaid rent for our facilithest

® increase in accounts payable, accrued expensespthed liabilities of $2.0 million relating to thgrowth in the business and, m
specifically, the increase in accrued bonus andneizsions, increase in accrued vacation and emploglated expenses, and defe
rent for new facilities

Investing ActivitiesOur primary investing activities in the year end2ecember 31, 2014 consisted of purchases of mdnlketacuritie:
acquisitions, as well as the continued purchasgsagerty and equipment to support the build oubwf data centers, leasehold improvenr
for our headquarters in San Francisco and othatitwts, the purchase of technology hardware to@amur growth in headcount and softw
to support website and mobile app development, ileebperations and our corporate infrastructurecPases of property and equipmen
well as leasehold improvements, may vary from gkt period due to the timing of the expansion wf offices, operations and website
internaluse software and development. We expect to contmirevest in property and equipment, leaseholdsthe development of softw:
in 2015.

We used $228.7 million of cash in investing acigstduring the year ended December 31, 2014, imgjufi14.3 million net of ca:
received related to acquisitions during the yedhe®cash used in investing activities primarillated to purchases of marketable securitit
$210.5 million, as well as an increase in expemd#urelated to website and internally developedwsot of $11.3 million, purchases
perpetual data licenses of $1.7 million and purekas property, equipment, software and leasehofitovements of $29.1 million to supg
the growth in our business and an increase inictsircash of $14.8 million associated with lettefsredit in connection with leased off
space. Cash used in investing was offset by $58li@mof maturities of investment securities hétdmaturity.

We used $18.8 million in investing activities dgithe year ended December 31, 2013, including ##libn net of cash received relatec
the acquisition of SeatMe. In addition, we used.2X6illion for purchases of property, equipment aoftware and incurred expenditure:
$4.9 million for capitalized website and softwamvelopment costs. Cash used in investing was dffigeéi1.2 million of cash released fr
escrow related to the Qype acquisition, recordeal measurement period adjustment to the initiaMalue of the acquired assets and liabili
Cash used in investing was also offset by a deereathe required amount of letters of credit immection with the lease for our San Franc
headquarters, which resulted in a decrease ofr8lian in restricted cash.

We used $40.6 million in investing activities dyithe year ended December 31, 2012, including $2llibn net of cash received for t
acquisition of Qype. In addition, we used $7.5 iwill for purchases of property, equipment and sofvwand incurred expenditures of ¢
million for capitalized website and software dey@tent costs. We also entered into new lease agrasifog office space in San Francisco
London. In connection with entry into such leases,were obligated to deliver letters of creditlie aggregate amount of $6.0 million, wt
resulted in an increase of $6.0 million in resatctash.
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Financing ActivitiesDuring the year ended December 31, 2014, we gexte®29.5 million in financing activities, primariljue to ne
proceeds of $20.2 million from the issuance of camrmatock upon the exercise of stock options an€él $8llion in net proceeds from the s
of stock under our ESPP.

We generated $291.7 million of cash from financaugivities during the year ended December 31, 20¥8.received $276.5 million
proceeds from our folloven offering, net of $12.4 million in total offeringxpenses, including underwriter commission andadist:
associated with the transaction. We also gene®t8cb million in net proceeds from the issuanceahmon stock related to the exercis
stock options, an increase of $0.4 million in esces benefits from the exercise of stock optiams $2.0 million in net proceeds from the !
of stock under our ESPP.

We generated $114.2 million of cash from financaugivities during the year ended December 31, 20¥@.received $111.8 million
proceeds from our initial public offering, or IP@et of $10.8 million in offering expenses, incluglionderwriter commission and discot
associated with the transaction. With the exceptibthe IPO, our financing activities during theayeended December 31, 2012 consi
primarily of net proceeds from the issuance of camrstock related to the exercise of stock options.

Off Balance Sheet Arrangements
We did not have any off balance sheet arrangenie2814, 2013 or 2012.
Contractual Obligations

We lease various office facilities, including owrporate headquarters in San Francisco, Califotmdger operating lease agreements
expire from 2015 to 2026. The terms of the leaseeamgents provide for rental payments on a graduadsis. We recognize rent expense
straightline basis over the lease periods. We do not hayedabt or material capital lease obligations, ath@f our property, equipment a
software have been purchased with cash. As of DieeeRil, 2014, we had no material lo®gm purchase obligations outstanding with
vendors or third parties. As of December 31, 20hé, following table summarizes our future minimumyments under nooancelabl
operating leases for equipment and office facditie

Payments Due by Period
Total LessThanlYea 1-3Years 3-5Years More Than5 Years
(in thousands)
Operating lease obligations $ 343,40¢ $ 25,617 $ 109,05( $ 75,84¢ $ 132,89:

The contractual commitment amounts in the tablevalawe associated with agreements that are enfidecaad legally binding. Obligatio
under contracts that we can cancel without a sigant penalty are not included in the table abéseof December 31, 2014, our total liabi
for uncertain tax positions was $3.3 million. We aot reasonably able to estimate the timing afrRitash flow related to this liability. A
result, this amount is not included in the contratbbligations table above.
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

We have operations both within the United Statekiaternationally, and we are exposed to markésris the ordinary course of busine
These risks include primarily interest rate, foregxchange risks and inflation.

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

Our cash and cash equivalents consist of cash améyrmmarket funds. We do not have any lteign borrowings. Because our cash
cash equivalents have a relatively short matutlitgir fair value is relatively insensitive to inést rate changes. We believe a hypothetical
increase in the interest rates as of December@®Y &ould not have a material impact on our cashcash equivalents portfolio.

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

Foreign Currency Exchange Risk

We have foreign currency risks related to our rexeeand operating expenses denominated in currenties than the U.S. doll:
principally the British pound sterling and the Eufthe volatility of exchange rates depends on miacyors that we cannot forecast v
reliable accuracy. Although we have experiencedvaiiccontinue to experience fluctuations in netaéme (loss) as a result of transaction ¢
(losses), net related to revaluing certain cashriuas, trade accounts receivable balances anddnipany balances that are denominat:
currencies other than the U.S. dollar, we believeypothetical 10% strengthening/(weakening) of th&. dollar against the British pot
sterling, either alone or in combination with a bifgetical 10% strengthening/(weakening) of the Wd@lar against the Euro, would not hay
material impact on our results of operations. la #vent our foreign sales and expenses increasepagportion of our overall sales ¢
expenses, our operating results may be more grafifigted by fluctuations in the exchange ratethefcurrencies in which we do business
this time we do not, but we may in the future, eiméo derivatives or other financial instrumemtsan attempt to hedge our foreign curre
exchange risk. It is difficult to predict the impdedging activities would have on our results pémtions.

Inflation Risk

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

Item 8. Financial Statements and Supplementary Data

Our financial statements and the report of our peaelent registered public accounting firm are idelliin this Annual Report beginning
page F-1. The index to our financial statemenisdided in Part IV, Item 15 below.

Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure.
None.
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Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,afined in Rules 13a-15(e) and 1Bs{e) under the Exchange Act, that are design
ensure that information required to be disclosedabgompany in the reports that it files or subnuitgler the Exchange Act is recorc
processed, summarized and reported within the pien®ds specified in the SE€tules and forms. Disclosure controls and proaesiinclude
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 accumulatetd cammunicated to the compasymanagement, including its principal executive
principal financial officers, as appropriate taalltimely decisions regarding required disclosure.

Our management, with the participation of our Cligecutive Officer and our Chief Financial Officenaluated the effectiveness of
disclosure controls and procedures as of Decemhe2®L4. Based on the evaluation of our disclosorgrols and procedures as of Decer
31, 2014, our Chief Executive Officer and our Chigfiancial Officer concluded that, as of such date, disclosure controls and proced:
were effective at the reasonable assurance level.

Management’'s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahmorting, as such term is definet
Exchange Act Rules 13a-15(f) and 188(f). Under the supervision and with the partitipa of our Chief Executive Officer and our Ct
Financial Officer, our management evaluated thectiffeness of our internal control over financigbarting based on the framework set f
in “ Internal Control—Integrated Framework (2013}jssued by the Committee of Sponsoring Organizatarie Treadway Commission. 1
scope of managemeat'assessment of the effectiveness of our interoatr@ over financial reporting included all of ogpnsolidate
operations except for the operations of Restaukaittk and Cityvox, which we acquired on October,22014 and October 28, 20
respectively. This exclusion is in accordance lith SECS general guidance that an assessment of a reeeqflyred business may be omi
from the scope of our evaluation in the year ofudsition. Each of Restaurant Kritik and Cityvox aaat for less than one percent of the
assets and less than one percent of total revasfubge consolidated financial statements of the gamy as of and for the fiscal year en
December 31, 2014. Based on this evaluation, ouragement concluded that our internal control oirarfcial reporting was effective as
December 31, 2014. Our management reviewed théigeguhis evaluation with the audit committeeoofr board of directors.

Deloitte &Touche LLP, an independent registeredlipudccounting firm, has audited the consolidatedricial statements included in 1
Annual Report and, as part of the audit, has issuszgbort on the effectiveness of our internal mndver financial reporting as of Decem
31, 2014, which is included below.

Changes in Internal Control Over Financial Reporting

There was no change in our internal control oueairicial reporting identified in connection with thealuation required by Rule 13&{(d
and 15d15(d) of the Exchange Act that occurred duringttivee months ended December 31, 2014 that hasiatlgteffected, or is reasonal
likely to materially affect, our internal controber financial reporting.
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Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive @ffiand our Chief Financial Officer, believes thair alisclosure controls a
procedures and internal control over financial répg are designed to provide reasonable assuraheghieving their objectives and
effective at the reasonable assurance level. Hosweue management does not expect that our disaasantrols and procedures or our inte
control over financial reporting will prevent alirers and all fraud. A control system, no mattewheell conceived and operated, can pro
only reasonable, not absolute, assurance thatijleetives of the control system are met. Furthes,design of a control system must reflec
fact that there are resource constraints, andehefiis of controls must be considered relativeh&ir costs. Because of the inherent limitat
in all control systems, no evaluation of contrads @rovide absolute assurance that all controkssund instances of fraud, if any, have |
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, consaan be circumvented by the individual acts of sgrsons, by the collusion of two or ir
people or by management override of controls. Téwsigh of any system of controls also is based i ygaon certain assumptions about
likelihood of future events, and there can be reuasce that any design will succeed in achievisgtiated goals under all potential fu
conditions; over time, controls may become inadesumecause of changes in conditions, or the degfesompliance with policies
procedures may deteriorate. Because of the inhéneitaitions in a coseffective control system, misstatements due torerdraud may occi
and not be detected.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Yialp
San Francisco, California

We have audited the internal control over financéglorting of Yelp Inc. and subsidiaries (the "Camy') as of December 31, 2014, be
on criteria established in Internal Control Htegrated Framework (2013) issued by the Committe&ponsoring Organizations of
Treadway Commission. As described in ManagemseAtinual Report on Internal Control Over Finanéaporting, management exclu
from its assessment the internal control over fomreporting of Restauraidritik and Cityvox, which were both acquired in ©ber 2014 ar
whose financial statements constitute less tharofl#fie total assets and less than 1% of total newef the consolidated financial staten
amounts as of and for the year ended December(34, Zccordingly, our audit did not include theamtal control over financial reporting
Restaurankritik and Cityvox. The Company's management ipoesible for maintaining effective internal contosler financial reporting ai
for its assessment of the effectiveness of intecoatrol over financial reporting, included in taecompanying Management's Annual Re
on Internal Control Over Financial Reporting. Oesponsibility is to express an opinion on the Camgfsainternal control over financ
reporting based on our audit.

We conducted our audit in accordance with the statsd of the Public Company Accounting Oversight idogUnited States). Tho
standards require that we plan and perform thetadadbbtain reasonable assurance about whethectigffeinternal control over financ
reporting was maintained in all material respe€@ar audit included obtaining an understanding ¢érimal control over financial reportir
assessing the risk that a material weakness etésting and evaluating the design and operatifecfeness of internal control based on
assessed risk, and performing such other procedigege considered necessary in the circumstancesbéleve that our audit provide
reasonable basis for our opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidi the company's principal execu
and principal financial officers, or persons pemiorg similar functions, and effected by the compsioard of directors, management,
other personnel to provide reasonable assuraneediaeg their liability of financial reporting andhé preparation of financial statements
external purposes in accordance with generally medeaccounting principles. A company's internaitoa over financial reporting includ
those policies and procedures that (1) pertaiheéanaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypri@jide reasonable assurance that transactione@eded as necessary to permit prepar
of financial statements in accordance with gengdtepted accounting principles, and that recaiptsexpenditures of the company are k
made only in accordance with authorizations of mgan@ent and directors of the company; and (3) peove&hsonable assurance regar
prevention or timely detection of unauthorized asigion, use, or disposition of the company's as#leat could have a material effect on
financial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the positl of collusion or improper managem
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltoginover financial reporting to future periods aebject to the risk that the controls r
become inadequate because of changes in conditiotigt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December
2014,based on the criteria established in Inte@ualtrol —Integrated Framework (2013) issued by the Commadafegponsoring Organizatio
of the Treadway Commission.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight BodUnited States), tl



consolidated financial statements as of and forytree ended December 31, 2014 of the Company andepart dated February 27, 2(
expressed an unqualified opinion on those finarstatements.

/s/ DELOITTE & TOUCHE LLP

San Francisco, California
February 27, 2015

Item 9B. Other Information.
None.
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PART Il
Item 10. Directors, Executive Officers and Corpora¢ Governance.

Information required by this item regarding direstand director nominees, executive officers, tbarth of directors and its committe
and certain corporate governance matters is incatpo by reference to the information set forthamttie captions “Proposal No. IElectior
of Directors,” “Information Regarding Board of Datrs and Corporate Governance” and “Executive d®ff” in the definitive prox
statement for our 2015 Annual Meeting of Stockhrdder the 2015 Proxy Statement. Information reeflioy this item regarding compliai
with Section 16(a) of the Exchange Act is incorpedaby reference to the information set forth untther caption Section 16(a) Benefici
Ownership Reporting Compliance” in our 2015 Proxgt&ment.

We have adopted a written code of business cormhuttethics that applies to all of our employeeficefs and directors, including ¢
principal executive officer, principal financialfifer and principal accounting officer. The codebokiness conduct and ethics is availabl
our corporate website at www.yelp-ir.com under ¢ketion entitled “Corporate Governanct#'we make any substantive amendments tc
code of business conduct and ethics or grant anguofdirectors or executive officers any waiverliming any implicit waiver, from
provision of our code of business conduct and sthie will disclose the nature of the amendmentvaiver on our website or in a Curr
Report on Form 8-K.

Item 11. Executive Compensation.

Information required by this item regarding exeesitcompensation is incorporated by reference toinf@mation set forth under t
captions “Executive Compensation,” “Director Compation” and “Information Regarding the Board of ézitors and Corporate Governance
in our 2015 Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matters

Information required by this item regarding seguatvnership of certain beneficial owners and mansagd is incorporated by reference
the information set forth under the caption “Selgu@wnership of Certain Beneficial Owners and Masragnt”in our 2015 Proxy Stateme
Information required by this item regarding sedesitauthorized for issuance under our equity corsgon plans is incorporated by refere
to the information set forth under the caption “Eg€ompensation Plan Information” in our 2015 Br@&tatement.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

Information required by this item regarding certedhationships and related transactions is incatgal by reference to the information
forth under the captions “Transactions with Reld®etsons’in our 2015 Proxy Statement. Information requirgdhis item regarding direct
independence is incorporated by reference to tfenration set forth under the captiomformation Regarding the Board of Directors
Corporate Governance” in our 2015 Proxy Statement.

Item 14. Principal Accounting Fees and Services.

Information required by this item regarding priradigccounting fees and services is incorporatecefgrence to the information set fc
under the caption “Proposal No. 2—Ratification efeégtion of Independent Registered Public AccognEirm” in our 2015 Proxy Statement.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(a) The following documents are filed as part af thnnual Report:

1.

Financial Statement«Our consolidated financial statements and the Regfoindependent Registered Public Accounting Fare
included herein on the pages indical

Report of Independent Registered Public Accourfding F-1
Consolidated Balance Sheets F-2
Consolidated Statements of Operations F-3
Consolidated Statements of Comprehensive Incomss{Lo F-4
Consolidated Statements of Redeemable Convertigleffed Stock and Stockholders * Equity 5F-
(Deficit)
Consolidated Statements of Cash Flows F-6
Notes to Consolidated Financial Statem F-7

Financial Statement Schedul. None. All financial statement schedules are @dithecause they are not applicable, not req
under the instructions, or the requested infornmaisancluded in the consolidated financial statetaer notes theret:

Exhibits. A list of exhibits filed with this report or ingporated herein by reference is found in the Exhibilex immediatel
following the signature page of this Annual Rep
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

Date: February 27, 2015

Y ELP | NC.

/sl Rob Krolik

Rob Krolik

Chief Financial Officer

( Principal Financial and Accounting Officgr

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemnshose signature appears below constitutes anairgpRob Krolik an
Laurence Wilson, and each of them, as his or luerand lawful attorneys-ifact and agents, with full power of substitutiom Fém or her, an
in his or her name in any and all capacities, tm siny and all amendments to this Annual ReporFem 10K, and to file the same, wi
exhibits thereto and other documents in connedtierewith, with the U.S. Securities and Exchangen@éssion, granting unto said attorneys
in-fact and agents, and each of them, full power anldagity to do and perform each and every act antjtrequisite and necessary to be ¢
therewith, as fully to all intents and purposefi@a®r she might or could do in person, herebyyiatif and confirming all that said attorneys-in
fact and agents, and either of them, his or hestiuke or substitutes, may lawfully do or causééadone by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, this report has sigerd below by the following persc
on behalf of the registrant and in the capacities @n the dates indicated.

Signature Title Date
/sl Jeremy Stoppelman Chief Executive Officer and Director February 2013
JEREMY S TOPPELMAN ( Principal Executive Officey
/sl Geoff Donaker Chief Operating Officer and Director February 2012

G EOFFD ONAKER

/sl Rob Krolik Chief Financial Officer February 27, 2015
R oBK ROLIK ( Principal Financial and Accounting Officér
/sl Max Levchin Chairman February 27, 2015

M AX L EVCHIN

/sl Fred Anderson Director February 27, 2015
F REDA NDERSON

/sl Peter Fenton Director February 27, 2015
P ETERF ENTON

/s/ Robert Gibbs Director February 27, 2015
R 0BERTG I1BBS

/sl Diane Irvine Director February 27, 2015
D IANE | RVINE

/sl Jeremy Levine Director February 27, 2015



JEREMY L EVINE

/sl Mariam Naficy Director February 27, 2015

M ARIAM N AFICY
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Yielp
San Francisco, California

We have audited the accompanying consolidated balsineets of Yelp Inc. and subsidiaries (the “Camifjaas of December 31, 2014 ¢
2013, and the related consolidated statements efatipns, comprehensive income (loss), redeematfeectible preferred stock a
stockholders’equity (deficit), and cash flows for each of theethyears in the period ended December 31, 201&seTbonsolidated financ
statements are the responsibility of the Companyanagement. Our responsibility is to expresspamian on these financial statements bi
on our audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting OversighaBlo(United States). Thc
standards require that we plan and perform thet dodibtain reasonable assurance about whethdimidngcial statements are free of mate
misstatement. An audit includes examining, on altasis, evidence supporting the amounts and disads in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenentelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such financial statements presetyf in all material respects, the consolidatéuhricial position of Yelp Inc. ai
subsidiaries as of December 31, 2014 and 2013fhentksults of their operations and their cash dléov each of the three years in the pe
ended December 31, 2014, in conformity with acciognprinciples generally accepted in the United&taf America.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@dnited States), the Compar
internal control over financial reporting as of Batber 31, 2014, based on the criteria establighédtérnal Control—ntegrated Framewo
(2013) issued by the Committee of Sponsoring Omgitins of the Treadway Commission and our repated February 27, 2015 expresse
unqualified opinion on the Company's internal cohtiver financial reporting.

/s/ DELOITTE & TOUCHE LLP

San Francisco, California
February 27, 2015
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Yelp Inc.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 31,

2014 2013

Current assets:

Short-term marketable securities 118,49¢ —
Prepaid expenses and other current assets 19,35¢ 5,752
Long-term marketable securities 38,61: —
Goodwill 67,307 59,69(
Restricted cash 17,94 3,247
Total Assets $ 629,65( $ 51597

Current liabilities:

Accrued liabilities 29,58: 19,00«

Total current liabilities 33,97: 24,98¢

Total liabilities 41,50( 29,49:

Stockholders * Equity

Additional paid-in capital 627,74. 553,75:

Accumulated deficit (33,989 (70,45¢)

Total liabilities and stockholders * equity $ 629,65 $ 51597

See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Year Ended December 31,

2014 2013 2012

Costs and expenses:

Sales and marketing 201,05( 131,97( 85,91¢

General and administrative 58,27¢ 42,907 31,53:

Restructuring and integration — 67E 1,262

Income (Loss) from operations 11,05¢ (8,827 (18,76%)

Income (Loss) before income taxes 11,28( (9,230 (18,99))

Net income (loss 36,47 (10,06¢) (19,119

Net income (loss) attributable to common stockhald€lass A and B $ 36,47 $ (10,069 $ (19,149

Basic $ 051 $ (0.1%) $ (0.3t

Weighte-average shares used to compute net income (lesshpre attributable to

common stockholders (Class A and B)

Diluted 76,71: 65,66¢ 54,14¢

See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(In thousands)

Year Ended December 31,

2014 2013 2012

Other comprehensive income (loss):

Other comprehensive income (loss) (8,795 2,381 534

See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE P REFERRED STOCK AND STOCKHOLDERS ’' EQUITY
(DEFICIT)
FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 204
(In thousands, except shares)

Redeemable Accumulated
Convertible Additional Other Total
Preferred Stock Common Stock Paid-In Comprehensive Accumulated  Stockholders’
Shares Amount Shares Amount  Capital Income (Loss) Deficit Equity (Deficit)

Issuance of common stock upon

exercises of employee stock
options 1,606,61 3,73¢ 3,73¢

Stock-based compensation 15,147 15,147

common stock in connection with

Conversion of preferred stock to
initial public offering (143,267,11) (55,467 35,816,77 — 55,46¢ — — 55,46¢

Repurchase of common stock from

employees (17,199

Foreign currency translation

adjustment

Balance — December 31, 2012 63,505,26 225,24} 80t (60,389 165,66:

Issuance of common stock upon

release of restricted stock units
(RSUs) 98,03

Stock-based compensation

Repurchase of common stock from

employees (15,85()




Excess tax benefit from share-based

award activity — — 30t — — 30&

Net loss — — — — (10,06¢) (10,06¢)

Issuance of common stock upon

exercises of employee stock

options

Issuance of common stock for

1,679,65 20,16¢ 20,16¢

employee stock purchase plan

Repurchase of common stock from

279,53t

employees

(18,629 (1,319)

Excess tax benefit from share-based
award activity — — 1,75¢ — — 1,75¢

Net income — — — 36,47: 36,47

See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,

2014 2013 2012

Net income (loss) $ 36,47 $ (10,069 $ (19,119

Depreciation and amortization 17,59( 11,45t 7,228

Stock-based compensation 42,27 26,677 14,87¢

(Gain) loss on disposal ofedssand web-site development costs 4 15¢ 64

Excess tax benefit from shia@eed award activity (1,839 (35%) —

Accounts receivable (21,29) (12,847 (4,11¢)

Accounts payable, aedrexpenses and other liabilities 8,927 4,971 2,04¢

Net cash proddsy (used in) operating activities 57,93: 21,43. (99)

Acquisitions, net of cash received (14,340 (2,057 (24,125

Capitalized website and software developroests (11,349 (4,85¢€) (2,930

Purchases of intangibles (1,729 — —

Goodwill measurement period adjustment — 1,152 —

Maturities of marketable securities 53,00: — —

FINANCING ACTIVITIES:

Proceeds from follow-on offering, net ofefhg costs — 276,52 —

Proceeds from issuance of common stock Bbare-based awards 20,16« 13,55¢ 3,67¢

Repurchase of common stock (1,31¢) (674) —

Repayment of acquired debt — — (1,309

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH BQYALENTS (1,259 31¢ (94)

CASH AND CASH EQUIVALENTS — Beginning of period 389,76¢ 95,12¢ 21,73¢




SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW INFORNIFON:

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING ANONANCING ACTIVITIES:

Capitalized website and software developraests recorded in accounts payable and accruals $ 16¢ $ 17 $

Accretion of redeemable convertible prefestock $ — $ — $

See notes to consolidated financial statements.
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Yelp Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

Yelp Inc. was incorporated in Delaware on Septen3p@004. Except where specifically noted or thetert otherwise requires, the use
terms such as the “Company” and “Yelp” in thesedddb Consolidated Financial Statements refersetp ¥c. and its subsidiaries.

Yelp connects people with great local businessedringing “word of mouth” online and providing agplorm for businesses and c¢
sumers to engage and transact. Yelp’s platformaissftorming the way people discover lobakinesses; every day, millions of consumers
its website or use its mobile app to find greatldousinesses to meet their everyday needs. Bssisad all sizes use the Yelp platforn
engage with consumers at the critical moment whew are deciding where to spend their money.

The Company consists of Yelp Inc. and 18 whallyred entities. Yelp UK Ltd was incorporated on &mber 1, 2008, Yelp Canada |
was incorporated on February 24, 2009, Yelp Irelaintted was incorporated on May 31, 2010, Yelp B3ehland GmbH was incorporated
June 7, 2010, Yelp Ireland Holding Company Limiteals incorporated on June 16, 2010, Yelp France BASincorporated on July 8, 20
Yelp Italia S.r.l. was incorporated on June 27, R0Yelp Australia Pty. Ltd was incorporated on Asg9, 2011, Yelp Spain, S.L. w
incorporated on May 4, 2012, Yelp Singapore PTE Wk incorporated on June 15, 2012, Yelp Braziviges de Marketing Ltda. w
incorporated on May 29, 2013, and Yelp Japan, @s incorporated on September 20, 2013. Qype Gr@lyde Ltd., Qype SARL and Qy
SL (collectively, “Qype”) were acquired on Octol#8, 2012, SeatMe, Inc. was acquired on July 243201d Cityvox SAS (“Cityvox”was
acquired on October 27, 2014 (see Note 5). The6iahresults of these subsidiaries are includetiimihe consolidated financial statement
the Company presented herein.

Basis of Presentation— The consolidated financial statements have beepaped in accordance with accounting principles iy
accepted in the Unite d States of America (“GAAHIJ).intercompany balances and transactions haea leiminated in consolidation.

Certain Significant Risks and Uncertainties— The Company operates in a dynamic industry andordowly, can be affected by
variety of factors . For example, the Company’s agament believes that changes in any offthlewing areas could have a signific
negative effect on the Company in terms of its faitfinancial position, results of operations orlcllews: rates of revenue growth; fifec to
the Company’s websiteand mobile applications and the number of reviemd advertisers they attract; reliance on searchnesgand th
placement and prominence in results rankings; thaityy and reliability of reviews; scaling and ation of existingiechnology and netwo
infrastructure; management of the Company’s growdhw markets and international expansion; proteatiothe Companyg brand, reputatic
and intellectual property; competition in the Comya market; qualified employees and key personneljledtial property infringement a
other claims; and changes in government regulaffatting the Company’s business, among other ¢hing

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates— The preparation of the Comparsyonsolidated financial statements in conformithWsAAP requires managemen
make estimates and assumptions that affect theteebamounts of assets and liabilities and disctsifi contingent assets and liabilities ai
date of the consolidated financial statements hadé¢ported amounts of income and expenses duregeporting period. These estimates
based on information available as of the date efctnsolidated financial statements; thereforejacesults could differ from man agemeant’
estimates.
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Foreign Currency Translation —The consolidated financial statements of the Camisaforeign subsidiarieare measured using the Ic
currency as the functional currency. Assets arilliis of foreign subsidiaries are translate@athange rates in effect as of the balance
date. Revenues and expenses are translated agawetehanges rates in effect during the year. Tados adjustments are recorded wi
accumulated other comprehensive loss, a sepanatpar@nt of sto ckholders’ equity (deficit).

Cash and Cash Equivalents— The Company considers all highly liquid investmestsch as treasury bills, commercial paper, cedtié:
of deposit and money market instruments with maéagriof three months or less at the time of actjoisio be cash equivalents. Cash and
equivalents primarily consist of amounts held iteiestbearing money market funds that were readily cdiblerto cash. The fair value
cash and cash equivalents approximates their ogrealue.

Marketable Securities— The Company determines the classification ofriterketable securities at the time of purchase araluate
these determinations at each balance sheet dabe sBeurities are classified as heldataturity when the Company has the positive intenl
ability to hold the securities to maturity. Held4tmaturity securities are stated at amortized cost @&e periodically assessed for other-tha
temporary impairment. Amortized cost of debt samsiis adjusted for amortization of premiums aocdretion of discounts to maturity, ant
included in interest income. Held-to-maturity séibes with less than one year to maturity are ideld in shorterm marketable securities. .
other held-to-maturity securities are classifiedoag-term.

Concentrations of Credit Risk — Financial instruments that potentially subject thempany to concentration of credit risk cor
primarily of cash and cash equivalents and accotedsivable. The Company places its cash and cagslvadents with major financi
institutions, which management assesses to begbfdredit quality, in order to limit the exposurfeeach investment.

Credit risk with respect to accounts receivabldispersed due to the large number of customeraddiition, the Co mpang’credit risk i
mitigated by the relatively short collection perid&bllateral is not required faccounts receivable. The Company maintains an alioe fo
doubtful accounts receivable balances. The allowambased upon historical loss patterns, the nuwfbdays that billings are past due an
evaluation of the potential risk of loss associatath delinquent accounts. When new informationdmes available to indicate that
estimate provided as the allowance was incorrecgdjustment, which is considered a change in es#ims made. The fair value of accol
receivable approximates their carrying value.

As of December 31, 2014 and 2013, there were nimeess that accounted for more than 10% of totabats receivable.

The following table presents the changes in thenalhce for doubtful accounts (in thousands):

Year Ended December 31,

2014 2013 2012

Allowance for doubtful accounts:

Balance, beginning of period $ 81C % 384 % 21C
Add: bad debt expense 6,36¢ 3,21( 1,91z
Less: write-offs, net of recoveries (5,557 (2,789 (1,739

Balance, end of period $ 1627 % 81C $ 384

Property, Equipment and Software— Property, equipment and software are stated atlesstaccumulated depreciation and amortiz:
Depreciation is computed using the straity- method over the estimated useful lives ofabgets, which are approximately three to five y
Leasehold improvements are amortized over the lesse

Website and Internal-Use Software Development Costs- Costs related to website and internal-use soft@eseprimarily related to tl
Company'’s website, including support systems. Tam@any capitalizes itsosts to develop software when preliminary develepinefforts ar
successfully completed, management has authorizéd@mmitted project funding and it is probablet tive project will be completed and
software will be used as intended. Such costs m@rt&zed on a straighHine basis over the estimated useful life of thiatesl asset, whic
approximates three years. Costs incurred prioraetmng these criteria, together with costs incufogdraining and maintenance, are expe
as incurred. Costs incurred for enhancements tigagxpected to result in additional material fumictility are capitalized and amortized ¢
the estimated useful life of the upgrades.
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The Company capitalized $13.9 million, $5.4 milliand $3.2 million in website and internae software costs during the years e
December 31, 2014, 2013 and 2012, respectivelyctwhre included in property, equipment and softwaet on the consolidated bala
sheets. Amortization expense related to websiteictednaluse software was $4.6 million, $2.6 million andnillion for the years end
December 31, 2014, 2013 and 2012, respectively.

The Company wrote off an immaterial amount, $0.1lioni and $0.2 million of website and internade software costs during the ye
ended December 31, 2014, 2013 and 2012, respactiMad retirements were related to obsolete prsjrotlonger supported by the Compi
The loss on disposition of the projects has beeludted in depreciation and amortization expengéénCompanys consolidated statements
operations.

Business Combinations—The Company accounts for acquisitions of entities include inputs and processes and have thayatoilcreat
outputs as business combinations. The Companya#le¢he purchase price of the acquisition to dhgible assets, liabilities and identifia
intangible assets acquired based on their estinfatedtalues. The excess of the purchase price thasge fair values is recorded as good
Acquisition+elated expenses and integration costs are expassiedurred. During the measurement period, thagamy records adjustme
to the assets acquired and liabilities assumed tvéglcorresponding offset to goodwill. After theamarement period, which could be up to
year after the transaction date, subsequent adjmssnare recorded to the Comp’s consolidated statements of operations.

Goodwill— Goodwill represents the excess of the purchase pria business combination over the fair valueatftangible and intangik
assets acquired. The carrying amount of goodwiktisewed at least annually or more frequentlwigrgs or changes in circumstances ind
that the carrying value of goodwill may not be nemx@ble. We have the option to first assess quaktdactors to determine whether it is m
likely than not that the fair value of our singkporting operating unit is less than its carryingoant as a basis for determining whether
necessary to perform the tvetep goodwill impairment under the authoritativédgmce issued by the Financial Accounting Stand&aksc
(“FASB"). If we determine that it is more likely than not tlita fair value is less than its carrying amowortopt to not perform a qualitati
assessment, then the twtep goodwill impairment test will be performed.eMirst step, identifying a potential impairmenonepares the fe
value of the reporting unit with its carrying amaouifi the carrying amount exceeds its fair valie second step will be performed; otherv
no further step is required. The second step, miggsthe impairment loss, compares the implied Yailue of the goodwill with the carryi
amount of the goodwill. Any excess of the goodwdkrying amount over the applied fair value is mgured as an impairment loss, and
carrying value of goodwill is written down to faialue. No impairment charges have been recordddts

Intangible Assets—Intangible assets include acquired intangible assientified through business combinations, whigh Garried at fa
value less accumulated amortization, and purchagedgible assets, which are carried at cost lesaraulated amortization. Amortizatior
recorded over the estimated useful lives of thetasgenerally 24 to 84 months. The Company reveawsrtizable intangible assets to be
and used for impairment whenever events or chamgescumstance indicate that the carrying valuahef assets may not be recover:
Determination of recoverability is based on thedsievel of identifiable estimated undiscounteshc#iows resulting from the use of the a
and its eventual disposition. Measurement of anyaimment loss is based on the excess of the carmafue of the asset over its fair value.
impairment charges have been recorded to date.

Impairment of Long-Lived Assets and Long-Lived Assts to be Disposed of—The Company evaluates its lotiged assets fc
impairment whenever events or changes in circurastnndicate that the carrying amount of such assedy not be recoverak
Recoverability of assets to be held and used issored by a comparison of the carrying amount oasset to future undiscounted net «
flows expected to be generated by the asset. lf agsets are considered to be impaired, the impairto be recognized is measured a:
amount by which the carrying amount of the asseteeds the fair value of the assets. Assets tadposkd of are reported at the lower of
carrying amount or fair value less costs to sell.
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Revenue Recognition—The Company generates revenue from local advegtidinand advertising and other services. The Coy
recognizes revenue when all of the following condis are met: there is persuasive evidence of @mgement, service has been provide
the customer, collection of the fees is reasonabured and the amount of fees to be paid by ttermer are fixed or determinable. Paym
received in advance of services being rendereceamded as deferred revenue and recognized ozeetjuisite service period.

Local Advertising—Local advertising revenue is generated primarihptigh fixed monthly fee advertising plans with Ibbasinesses fi
advertising placements on the Companwiebsite and mobile app. Revenue is recognizexblyabver the service period, net of custao
discounts. The arrangements are evidenced by wrdttel/or electronic acceptance of the Compamgreement that stipulates the volum
advertising to be delivered and the pricing.

Brand Advertising—The Company generates brand advertising revenoeghrthe sale of display advertisements (both gcagihd text
on its website, including advertisements from lagdnational brands in the food and restaurant, aalbdle, financial services, logisti
consumer goods and health and fitness industries. Jompany recognizes revenue from the sale ofdsspnbased advertisements on
online network in the period in which the advemigants (“impressions’are delivered, net of customer discounts. The Comjpiso has brat
revenue from fixegsrice brand sponsorships that are recognized satal@dr the service period. The arrangements ameaeed by insertic
orders or contracts that stipulate the types o&#ibing to be delivered and the pricing.

Other Services—Other service revenue includes the sale of voudheosigh the Company’s “Yelp Deals” and “Gift Cédates,” revenue-
sharing partner arrangements, partner resellengeraents and the monetization of remnant advegtigiwentory through thirgbarty ac
networks. Yelp Deals allow merchants to promoteriselves and offer discounted goods and servicesrealtime basis to consumers diret
on the Companyg website and mobile app and, until the quarteedridecember 31, 2011, via email. The Company eafes on Yelp Dea
for acting as an agent in these transactions, waiehrecorded on a net basis and included in reveipon sale of the deal. The Comg.
records a sales allowance for potential Yelp Deflrrds based on the Compasngstimate of future refunds. Gift Certificateallmerchant
to sell fullpriced gift certificates directly to customers thgh their business profile page. The Company earfiee based on the amount of
Gift Certificate sold, which it records on a nesisaand include in revenue upon a consumer’s paecbhithe Gift Certificate. Revenwsdaring
partner arrangements provide consumers with thityatd complete food delivery transactions and malaline reservations through tt
parties directly on Yelp. The Company also gensra¢eenue through fixefite reseller agreements that allow partners toYsapp Brande
Profiles to their clients and transaction-basedrayements allowing thirdarty data providers to update business listingrination on behe
of businesses.

Multiple-Element Arrangement¥he Company enters into arrangements with custotoessll advertising packages that include diffé
media placements or ad services that are deliartte same time, or within close proximity of ar®ther.

The Company allocates arrangement consideratianuttiple-deliverable revenue arrangements at the inceptiaanarrangement to
deliverables or those packages in which all comptmef the package are delivered at the same based on the relative selling price mel
in accordance with the selling price hierarchy, eihincludes: (1) vendor-specific objective evidelf®éSOE") if available; (2) thirdparty
evidence (“TPE") if VSOE is not available; and (@st estimate of selling price (“BESP”) if neithéOE nor TPE is available.

VSOE.The Company determines VSOE based on its histguiteihg and discounting practices for the spegificduct or service when st
separately. In determining VSOE, the Company reguihat a substantial majority of the standalofilngeprices for these services fall withi
reasonably narrow pricing range. The Company hasistorically sold a large volume of transacti@rsa standalone basis. As a result
Company has not been able to establish VSOE fooéitg advertising products.
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TPE.When VSOE cannot be established for deliverablewnduttiple element arrangements, the Company applggment with respect
whether it can establish a selling price based BE.TTPE is determined based on competitor pricessifoilar deliverables when s¢
separately. Generally, the Company’s gowtarket strategy differs from that of its peers atsdofferings contain a significant level
differentiation such that the comparable pricingsefvices cannot be obtained. Furthermore, the @agn unable to reliably determine w
similar competitor serviceselling prices are on a standalone basis. As dtyéise Company has not been able to establisingglrice base
on TPE.

BESP.When it is unable to establish selling price usM8§OE or TPE, the Company uses BESP in its allonatib arrangeme
consideration. The objective of BESP is to deteartne price at which the Company would transachla g the service were sold ol
standalone basis. BESP is generally used to afoitegt selling price to deliverables in the Companyiultiple element arrangements.
Company determines BESP for deliverables by conisiglenultiple factors including, but not limited,tprices it charges for similar offerin
market conditions, competitive landscape and pgigimactices. The Company limits the amount of alde arrangement consideratior
amounts that are fixed or determinable and thatnatecontingent on future performance or futurawéehbles. The Company will regula
review BESP. Changes in assumptions or judgmenthamges to the elements in the arrangement caulskeca material increase or decrea
the amount of revenue that the Company reportgigrtcular period.

The Company recognizes the relative fair valuehef tedia placements or ad services as they aneedsdi assuming all other revel
recognition criteria are met.

Cost of Revenue—The Companys cost of revenue primarily consists of credit gamocessing fees, web hosting, Internet servicesans
salaries, benefits and stock-based compensatidtsfmfrastructure teams related to operating@benpanys website as well as creative de:
for brand advertising and video production expenses

Stock-Based Compensatior—We account for shareased employee compensation plans under the faie vacognition and measurem
provisions in accordance with applicable accounstapdards, which require all shdrased payments to employees, including grantsook
options, restricted stock awards (“RSAS”), resgrictstock units (“RSUs”) and our 2012 Employee St8tkchase Plan (“ESPPtp be
measured based on the grant-date fair value cilzeds.

Share-based compensation expense is recorded redtiofated forfeitures in the Compasytonsolidated statements of income
accordingly, is recorded for only those shhased awards that the Company expects to vesiCodimpany estimates the forfeiture rate base
historical forfeitures of equity awards and adjusts rate to reflect changes in facts and circuntgts, if any. The Company will revise
estimated forfeiture rate if actual forfeituresfeiiffrom its initial estimates.

Advertising Expenses—Advertising expenses are expensed as incurredl ddvartising expenses incurred were $8.1 millih3 millior
and $0.7 million for the years ended December 81422013 and 2012, respectively.

Comprehensive income (loss}-The Company reports by major components and, &sgéedotal, the change in its net assets durim
period from nomwner sources. Comprehensive income (loss) corifistst income (loss) and accumulated other congugilie income (los:
which includes certain changes in equity that atelueled from net income (loss). Specifically, itcludes foreign currency translat
adjustments.

Income Taxes—The Company records income taxes using the assdeliability method, which requires the recognitiohdeferred ta
assets and liabilities for the expected futuredanxsequences of events that have been recognizbd ompanys financial statements or 1
returns. In estimating future tax consequencesergdly all expected future events other than enantmor changes in the tax law or rates
considered. Valuation allowances are provided doice deferred tax assets to the amount that is likelg than not to be realized.
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The Company operates in various tax jurisdictiond & subject to audit by various tax authoriti®@®e Company provides for t
contingencies whenever it is deemed probable tha asset has been impaired or a tax liabilitybeen incurred for events such as tax cl
or changes in tax laws. Tax contingencies are baped their technical merits, relative tax law dhd specific facts and circumstances ¢
each reporting period. Changes in facts and cirtamass could result in material changes to the atsaecorded for such tax contingencies.

The Company recognizes the tax benefit from an i@icetax position only if it is more likely tharohthat the tax position will be sustait
on examination by the taxing authorities basedhentéchnical merits of the position. The tax bdsefecognized in the financial statem:
from such a position are then measured based ofathest benefit that has a greater than 50% likelil of being realized upon ultim
settlement.

Stock Split —On January 25, 2012, the Company’s board of direcapproved a 1-for-4 reverse stock split of tlien@anys commo
stock. The reverse stock split became effectivéenruary 2, 2012. Upon the effectiveness of thens stock split, (i) every four share:
outstanding common stock was decreased to one shaoenmon stock, (ii) the number of shares of canrstock into which each outstand
warrant or option to purchase common stock is és&pte was proportionally decreased on a 14fdrasis, (iii) the exercise price of e
outstanding warrant or option to purchase commooksivas proportionately increased on a 14drasis and (iv) the conversion ratio for €
share of preferred stock outstanding was propaatedy reduced on a 1-faf-basis. All of the share numbers, share pricesexedcise price
have been adjusted within these financial statesnenta retroactive basis, to reflect this 1-faeverse stock split.

Employee Benefit Plan—The Company sponsors a qualified 401(k) definedridmrtion plan covering eligible employees. Paptanit:
may contribute a portion of their annual compemsatimited to a maximum annual amount set by theriral Revenue Service. Emplo
contributions under this plan were $1.9 millionteand zero for the years ended December 31, 2M4 and 2012, respectively.

Recent Accounting Pronouncements Not Yet Effective-In May 2014, FASB issued Accounting Standards Wp@®14-09, “‘Revenu
from Contracts with Custome” (“ASU 2014-09"), which amended the existing acoting standards for revenue recognition. ASU 20%4-
establishes principles for recognizing revenue ughantransfer of promised goods or services tootosts, in an amount that reflects
consideration expected to be received in exchaogthbse goods or services. The updated standdlrdepiace most existing GAAP rever
recognition guidance when it becomes effective, pednits the use of either the retrospective orwdative effect transition method. Ea
adoption of this accounting standard is not peaditASU 201409 will become effective for the Company in theffiquarter of the year end
December 31, 2017. The Company has not yet seladtethsition method and is currently evaluatirg ¢ffect that ASU 20189 will have ol
its consolidated financial statements and relatsedakures.

In August 2014, FASB issued Accounting Standardddtg 2014-15, Presentation of Financial StatementsGeing Concern (Subtog
205-40).” The new guidance addresses management’s refjiiindo evaluate whether there is substantiallmtoabout an entityg ability tc
continue as a going concern and to provide reldethote disclosures. Managemengvaluation should be based on relevant conditiow
events that are known and reasonably knowableeatidgite that the financial statements are issuedl.stdndard will be effective for the fi
interim period within annual reporting periods begng after December 15, 2016. Early adoption rsniteed. The Company does not expet
early adopt this guidance and does not believe tthatadoption of this guidance will have a mateiapact on its consolidated financ
statements.

3. FAIR VALUE OF FINANCIAL INSTRUMENTS

The Companys investments in money market accounts are recatiadr value in the consolidated financial stagais. All other financii
instruments are classified as heldataturity investments and accordingly are recordesh@ortized cost; however, the Company is requio
determine the fair value of these investments oecarring basis to identify any potential impairmerhe accounting guidance for fair va
measurements prioritizes the inputs used in maagtair value in the following hierarchy:

Level 1—Observable inputs, such as quoted prices in antakets,
Level 2—Inputs other than the quoted prices in active e@rkhat are observable either directly or indiyeatr
Level 3—Unobservable inputs in which there is little ormarket data, which requires the Company to deviédopwn assumptions.
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This hierarchy requires the Company to use obsérvalarket data, when available, and to minimizeube of unobservable inputs wl
determining fair value. The Compasyhoney market funds and U.S. government bondslassified within Level 1 of the fair value hierhy
because they are valued using quoted prices ineaatiarkets. The Comparsy'commercial paper, corporate bonds and agencysban
classified within Level 2 of the fair value hieraychecause they have been valued using inputs tdtharquoted prices in active markets
are observable directly or indirectly.

The Company classifies the contingent considerdiadility, related to the acquisition of Restaur#mitik, within Level 3, because it w
estimated using a discounted cash flow techniqué significant inputs that are not observable ia tharket. The significant inputs |
observable in the market in the Level 3 measurenmehided our probability assessments of completigpropriately discounted considel
the uncertainties associated with the obligatiowl, were calculated in accordance with the ternth®fasset purchase agreement. Refer to
5 regarding the effects of the acquisition on tleen@any’s consolidated financial statements.

The following table represents the Companyinancial instruments measured at fair value faidecember 31, 2014 and 2013
thousands):

December 31, 2014 December 31, 2013
Level 1 Level2 Level3 Total Level1 Level2 Level3 Total

Cash Equivalents:

Money market funds $ 208,59 $ — $ — $20859 $36069$ — $ — $ 360,69
Marketable Securities:

U.S. government bonds 5,00¢ — — 5,00¢ — — — —

Commercial paper — 31,96¢ — 31,96¢ — — — —

Corporate bonds — 29,48¢ — 29,48t — — — —

Agency bonds — 90,57¢ — 90,57¢ — — — —
Total cash equivalents and
marketable securities $ 21359 $ 152,02t $ — $36562: $36069( $ — $ — $ 360,69
Current liabilities:

Contingent consideration liability $ — $ — $ 83 $ 83t $ —$ —$% — 3 —

4. MARKETABLE SECURITIES

The amortized cost, gross unrealized gains ané$ossd fair value of securities heldamturity, all of which mature within two years,
of December 31, 2014 are as follows (in thousands):

As of December 31, 2014

Gross Gross
Unrealized Unrealized
Amortized Cost Gains Losses Fair Value
Shortterm marketable
securities
Commercial paper $ 31,96 % — 3 — 3 31,96¢
Corporate bonds 24,39 1 (32) 24,367
Agency bonds 57,13( 1 (26) 57,10¢
U.S. government bonds 5,007 — (2 5,00t
$ 118,49¢ $ 2 % (59 $ 118,44:
Longterm marketable
securities
Corporate bonds $ 512C $ — 8 O % 5,11¢
Agency bonds 33,49: — (22) 33,47(
$ 38,61: % — 8 k3 $ 38,58¢

Total marketable securities $ 157,111  $ 2 3 82 $ 157,031
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The following table presents gross unrealized lossed fair values for those securities that werannunrealized loss position as
December 31, 2014, aggregated by investment categyui the length of time that the individual seteisi have been in a continuous
position (in thousands):

As of December 31, 2014

Less Than 12 Months 12 Months or Greater Total
Fair Value Unrealized Loss  Fair Value  Unrealized Loss Fair Value  Unrealized Loss
Corporate bonds $ 2443¢ $ 32 $ — $ — $ 24,43¢ $ (32
Agency bonds 79,56¢ (48) — — 79,56¢ (48)
U.S. government bonds 5,00¢ 2 — — 5,00¢ (2
Total $ 109,00¢ $ 82 $ — — $ 109,00¢ $ (82

The Company periodically reviews its investmentifodio for other-thantemporary impairment. The Company considers suctofa as th
duration, severity and reason for the decline ilueaand the potential recovery period. The Compalsg considers whether it is more lik
than not that it will be required to sell the setes before recovery of their amortized cost haeisl whether the amortized cost basis canr
recovered as a result of credit losses. Duringttihee months and year ended December 31, 2014 ahwany did not recognize any other
thantemporary impairment loss. The Company had no invests in marketable securities outside of moneykataunds prior to April
2014.

5. ACQUISITIONS
2014 Acquisitions

In 2014, the Company, through its whotiytned subsidiary, Yelp Ireland Ltd., completed #ugjuisition of all the outstanding eqt
interests in Cityvox SAS. The Company, throughwtsolly-owned subsidiaries Yelp Ireland Ltd. and Qype Gmhldp acquired the ass
comprising the business conducted under the namtaiRant Kritik (“Restaurant Kritik"from Kabukiman Ltd. The aggregate purchase
of these businesses was $15.3 million, net of $lllon cash acquired; the purchase price did notude stock in either transaction. Eac
these acquisitions has been accounted for as adagstombination in accordance with Accounting &eashs Codification Topic 805BUsines
Combinations” (“ASC 805")under the acquisition method. Accordingly, the agate purchase price is allocated to the tangidieimtangibli
assets acquired and the liabilities assumed basdleir respective fair values on the acquisitiated, and is subject to adjustment base
purchase price adjustment provisions containedhénacquisition agreements. The results of opemitafrthe acquired companies have t
included in the Compang’consolidated financial statements from the rdsgeacquisition dates. Net revenues, earningsesihe acquisitia
and pro forma results of operations for these aitipis have not been presented because they areaterial to the consolidated result:
operations, either individually or in aggregate.ridg the quarter ended December 31, 2014, the Coypecorded acquisitiorelatec
transaction costs of $0.6 million, which were irt#d in general and administrative expense.

Under the Restaurant Kritik asset purchase agreerntten Company agreed to pay an additional $0.9iamilin consideration if tr
migration of Restaurant Kritik's content to Yelpcismpleted within one year of the acquisition datee estimated fair value of the conting
consideration was approximately $0.8 million ashef acquisition date and is included in curreriilies on our consolidated balance sheet.
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The following table presents the aggregate purclpaime allocations recorded in the Company's cadatdd balance sheets as of
acquisition dates (in thousands):

Net tangible asse $ (277)
Goodwill 13,99¢
Intangible assets 1,54¢
Total purchase price (excluding contingeartsideration) 15,26¢
Contingent consideration 82¢
Total purchase price $ 16,09(

Estimated useful lives as of the acquisition dafdbe intangible assets acquired are shown below:

Intangible Type Useful Life
Content 5 year.
Developed technology 0.5 year
Trade name 2 year

Weighted average 4.3 year

The intangible assets are being amortized on @btrine basis, which reflects the pattern in which g#oenomic benefits of the intangi
assets are being utilized. The goodwill represéimtsexcess value over both tangible and intangiskets acquired. The goodwill in th
transactions is primarily attributable to traffindathe opportunity for expansion. None of the goifid& expected to be deductible for
purposes.

2013 Acquisition

On July 24, 2013, the Company acquired SeatMe, (I'SzatMe”).In connection with the acquisition, all of the dataling capital stoc
and options to purchase capital stock of SeatMe& 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 ComparyClass A common stock on the acquisition dateth®ftotal consideration paid in connection with
acquisition, $0.1 million in cash and 31,236 shasé¥elp Class A common stock were initially held éscrow to secure indemnificat
obligations. The key factor underlying the acqiositwas securing the technology to provide onlieservations directly through
Company'’s website with minimal product and engiimegwork.
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The acquisition was accounted for as a businesbication in accordance with ASC 805, with the resof SeatMes operations includt
in the consolidated financial statements startingloly 24, 2013. The following table summarizes ¢basideration paid for SeatMe and
allocation of the purchase price, based on thenastid fair value of the assets acquired and ltdsiliassumed at the acquisition date
thousands):

July 24, 2013
Fair value of purchase consideration:
Cash:
Distributed to SeatMe equity holders $ 2,05
Held in escrow account 56
Class A common stock:
Distributed to SeatMe equity holders 8,42(
Held in escrow account 1,24¢
Total purchase consideration $ 11,77¢
Fair value of net assets acquired:
Cash and cash equivalents $ 56
Property and equipment 47
Intangibles 1,44(C
Goodwill 10,27¢
Other assets 117
Total assets acquired 11,93¢
Total liabilities assumed 16C
Net assets acquired $ 11,77¢

Estimated useful lives as of the acquisition ddthe intangible assets acquired are shown below:

Intangible Type Useful Life
Developed technology 6 year
Customer relationships 2 year
Trade name 2 year

Weighted average 5.6 year

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

For the year ended December 31, 2013, the Compmoorded acquisitionelated transaction costs of approximately $0.2ionil whictk
were included in general and administrative expéms$lee accompanying consolidated statement ofaijpers. Net revenues, earnings since
acquisition and pro forma results of operationstfas acquisition have not been presented becdugsedre not material to the consolid:
results of operations, either individually or ingaggate.

2012 Acquisition

On October 23, 2012, the Company, through YelmirélLtd., completed the acquisition of all the tansling equity interests of Qype
approximately $24.3 million in cash and Yelp Cldssommon stock with an approximate fair value o8 ®million. Of the total considerati
paid in connection with the acquisition, $10.3 il is held in the form of cash in escrow to sedademnification obligations. The balai
remaining in the escrow fund relating to this asdion was approximately $7.5 million as of DecemBg, 2014.
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The acquisition was accounted for as a businesdioation in accordance with ASC 805, with the resof Qypes operations included
the consolidated financial statements starting oioker 23, 2012. The key factors underlying theusgition were to secure an establis
European market presence, obtain Qgpeobntent and traffic and the opportunity for exgian. The following table summarizes
consideration paid for Qypand the allocation of the purchase price, basetherestimated fair value of the assets acquiredliabdities
assumed at the acquisition date (in thousands):

October 23, 201z

Fair value of purchase consideration:

Cash consideration $ 14,02(
Cash in escrow account 10,27¢
Fair value of Class A common stock 23,25¢
Total purchase consideration $ 47,55(

Fair value of net assets acquired:

Cash $ 172
Accounts receivable 1,237
Other current assets 1,23¢
Property and equipment 238
Intangibles 6,134
Goodwill 48,05¢
Total assets acquired 57,071
Accounts payable 2,16¢
Accrued liabilities 4,85¢
Deferred revenue 1,19C
Debt 1,304
Total liabilities assumed 9,521

Net assets acquired $ 47,55(

The fair value of the 968,919 shares of Class Aroomstock issued as part of the consideration foai@ype was determined on the b
of the closing market price of the Company’s Clagommon stock on the acquisition date.

Estimated useful lives as of the acquisition ddtihe intangible assets acquired are shown below:

Intangible Type Useful Life
Content 5 year
Advertiser relationships 2 year
Developed technology 2 year
Trade name 2 year.

Weighted average 3.6 year

The intangible assets are being amortized on gbtrine basis, which reflects the pattern in which g#eenomic benefits of the intangi
assets are being utilized. The goodwill resultenfthe Company opportunity to expand its geographic footprinErope, the future reven
opportunities that the Company expects to achiewa feveraging Qyps’ content to attract more traffic and users toviébsite and ultimate
to acquire more advertisers. None of the goodwitleductible for tax purposes.

For the year ended December 31, 2012, the Compmuorded acquisitionelated transaction costs of approximately $1.0ionil whict
were included in general and administrative expémsiee accompanying consolidated statement ofatjmers.

Refer to Note 14 regarding the tax effect of thguagition on the Company’s consolidated financtatements.
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The unaudited pro forma financial information i tiable below summarizes the combined results efatipns for the Company and Qy
and includes the accounting effects resulting ftbenacquisition, including transaction, restruetgrand integration costs, amortization cha
from acquired intangible assets, and changes irediggion due to differing asset values and deptiri lives as though the companies v
combined as of January 1, 2012. The unaudited grod financial information, as presented belowfpisinformational purposes only anc
not necessarily indicative of the results of operat that would have been achieved if the acqaisitiad taken place as of January 1, 201
thousands, except per share data):

Pro Forma for the

Year Ended
December 31,
2012
Revenue $ 146,26!
Net income (loss (23,18¢)
Basic and diluted net loss per share attributabtmmon stockholders $ (0.42)

In October 2012, following the acquisition of Qyplee Company announced its plan to reduce theoittee Qype workforce and termin
several of Qype’s leases. These actions were takesrder to reduce the Compamytost structure, enhance operating efficiencied
strengthen the Company’s business to achieve temy-profitable growth. As a result of this plane tCompany incurred restructuring cha
during the fourth quarter of 2012 and the first era of 2013, which were included in the restruictyrand integration costs in 1
accompanying consolidated statements of operat@rsuch periods. The Compasy’estructuring plan was substantially completedhduthe
year ended December 31, 2013 and the remainingucasting liability was zero as of December 31, 20The Company has recor(
restructuring charges of $1.9 million through Debem31, 2013. The following table summarizes thenges in the Comparg/restructurin
liabilities (in thousands):

Balance as of December 31, 2012 $ 68t
Provision 93t
Adjustment to provision (261)
Payments (1,309
Balance as of December 31, 2013 $ 51
Payments (51
Balance as of December 31, 2014 $ -

6. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of December 31, 212043 consist of the following (in thousands):

December 31,

2014 2013
Cash and cash equivalents
Cash $ 38,71¢ % 29,07
Money market funds 208,59: 360,69(
Total cash and cash equivalents $ 24731 $ 389,76

The lease agreements for certain of the Compzaoffices require the Company to maintain lettdrsredit issued to the landlords of e
facility. Each letter of credit is subject to rermvannually until the applicable lease expires &ndollateralized by restricted cash. As
December 31, 2014 and December 31, 2013, the Contpeh letters of credit totaling $17.9 million a$id.2 million, respectively, related
such leases.

7. PROPERTY, EQUIPMENT AND SOFTWARE, NET

Property, equipment and software, net as of Deceihe2014 and 2013 consist of the following (inubands):

December 31,
2014 2013
Computer equipment $ 19,11 $  13,34¢




Software 802_— 541

Furniture and fixtures 6,621 4,38¢

Telecommunication 2,61( 2,17¢

Less accumulated depreciation (30,97¢) (17,657
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Depreciation expense for the years ended DecentheP@®@4, 2013 and 2012 was approximately $14.3ianjll$7.9 million and $5

million, respectively.

8. GOODWILL AND INTANGIBLE ASSETS

Goodwill as of December 31, 2014 and 2013 and admimgthe carrying amount of goodwill during thesseended December 31, 2014

2013 are as follows (in thousands):

Balance as of December 31, 2012
Goodwill acquired
Measurement period adjustment
Effect of currency translation
Balance as of December 31, 2013
Goodwill acquired
Effect of currency translation

Balance as of December 31, 2014

$ 48,60
10,27¢
(1,159

1,95¢

$ 59,690(
13,99¢
(6,37¢)

$ 67,300

Under the terms of the share purchase agreemesmdbyamong the Company, its whotiyvned subsidiary Yelp Ireland Ltd., Qype anc
shareholders, the Qype purchase price was sulbjecpbst-closing adjustment based on Qypest working capital as of the acquisition ¢
On April 15, 2013, Yelp and the former Qype shalééis agreed to an adjustment of the purchase prifzvor of Yelp in the amount of0€S
million (approximately $1.2 million as of April 12013) based on Qypenet working capital as of the acquisition date.this agreeme
occurred during the measurement period of the aiopn, as defined by ASC 805, the impact of tldguatment was recorded as an increa
cash and a decrease to goodwill. The related fwats released to the Company from the escrow fumthgl the year ended December

2013.

The intangible assets detail at December 31, 28842813 consist of the following (in thousands):

December 31, 2014:
Content
Developed technology
Advertiser relationships
Data licenses
Trade name and other
Domains

December 31, 2013:
Content
Advertiser relationships
Developed technology
Trade name and other
Domains

Weighted
Gross Net Average
Carrying Accumulated Carrying  Remaining
Amount Amortization Amount Life

$ 429 3 (1,399 $ 2,906 3.6 years
1,962 (861) 1,10z 4.2 years
1,85 (1,859 — 0.0 years
1,72¢ (23¢) 1,58¢ 4.5 years
59¢€ (469) 127 1.4 years
258 (18¢) 65 3.5 years

$ 10,68¢ $ (4,907 $ 5,78¢
Weighted
Gross Net Average
Carrying Accumulated Carrying  Remaining

Amount Amortization Amount Life

$ 3411 % (811 $ 2,60 3.8 years
2,04¢ (1,214 831 0.8 years
1,851 (422) 1,42¢ 4.8 years
553 (27¢) 277 1.1 years
25(C (154 96 3.9 years

$ 811: $ (2,877) $ 5,23t
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Amortization expense for the years ended Decemlier2814, 2013 and 2012 was approximately $2.4 onilli$2.3 million and $0
million, respectively.

Estimated future amortization of purchased intalegitssets at December 31, 2014 was as follow$s@usands):

Year ending December 31, Amount
2015 $ 1,69¢
2016 1,461
2017 1,29¢
2018 794
2019 and thereafter 53¢
Total amortization $ 5,78¢

9. ACCRUED LIABILITIES

Accrued liabilities as of December 31, 2014 and36€dnsist of the following (in thousands):

December 31,

2014 2013

Fixed asset purchase commitments $ 632¢ $ 2247
Accrued commissions 4,19¢ 3,701
Accrued vacation 3,97: 2,95(
Accrued employee related expenses 2,11¢ 1,78¢
Accrued cost of sales 2,052 624
Accrued income, withholding, and business taxes 1,35¢ 1,837
Accrued payroll tax 1,251 1,50¢
Deferred rent 1,22¢ 29¢
Merchant revenue share liability 1,21¢ 932
Other accrued expenses 5,86z 3,117

Total $ 2958. $ 19,00¢

10. OTHER INCOME (EXPENSE), NET
Other income (expense), net for the years endedreer 31, 2014, 2013 and 2012 consist of the fatigyin thousands):

Year Ended December 31,

2014 2013 2012
Interest income $ 721 % 62 $ 51
Transaction gain (loss) on foreign exchange (127) (257) (259
Other non-operating income (loss), net (38%) (219 (18)
Other income (expense), net $ 221 $ (407) $ (22¢6)

11. COMMITMENTS AND CONTINGENCIES

Office Facility Leases—The Company leases its office facilities under afing lease agreements that expire from 2015 t®.202rtail
lease agreements provide for rental payments aadugted basis. The Company recognizes rent expenaestraightine basis over the lez
period.

Rental expense was $14.6 million, $8.7 million &4 million for the years ended December 31, 2Q043 and 2012, respectively.
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Aggregate Future Lease Commitments—The Companys minimum payments under noncancelable operatiageke for equipment a
office space having initial terms in excess of gear are as follows at December 31, 2014 (in thodsg

Operating

Year Ending December 31, Leases
2015 $ 2561
2016 34,72
2017 36,94
2018 37,38t¢
2019 37,30¢
Thereafter 171,43
Total minimum lease payments $  343,40¢

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

In February and March 2010, the Company was suédarputative class actions on behalf of local basses asserting various caust
action based on claims that the Company manipuldiedatings and reviews on its platform to codomal businesses to buy its advertis
products. These cases were subsequently consadlidaten action asserting claims for violation oé t@alifornia Business and Professi
Code, extortion and attempted extortion based erctimduct they allege and seeking monetary raligii unspecified amount and injunc
relief. In October 2011, the court dismissed thissolidated action with prejudice. The plaintifisvie appealed to the U.S. Court of Appeal
the Ninth Circuit, which affirmed the dismissaltbe consolidated action. The plaintiffs submittgukestion to the Ninth Circuit for a reheari
which was denied on October 28, 2014.

In August 2014, two putative class action lawsaiteging violations of federal securities laws wéled in the U.S. District Court for tl
Northern District of California, naming as defentfathe Company and certain of its officers. Thedlaitg allege violations of the Exchange
by the Company and its officers for allegedly magkmaterially false and misleading statements raggrdur business and operations betv
October 29, 2013 and April 3, 2014. These cases s@nsequently consolidated and, in January 20amtiffs filed a consolidated compla
seeking unspecified monetary damages and othef.réln February 6, 2015, the Company and the athered defendants filed a motior
dismiss the consolidated complaint, and the ceuttirrently scheduled to have a hearing on theamath April 16, 2015.

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

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 matterdpuding, but not limited to, losses arising
of breach of such agreements, services to be prdviy the Company or from intellectual propertyimjement claims made by third part
In addition, the Company has entered into inderoaifon agreements with directors and certain offiGd employees that will require
Company, among other things, to indemnify them ragjacertain liabilities that may arise by reasonttddir status or service as direct
officers or employees.

While the outcome of these matters cannot be pietliwith certainty, the Company does not beliewa the outcome of any claims un
indemnification arrangements will have a materfide on the Company’s financial position, resafperations or cash flows.
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12. STOCKHOLDERS' EQUITY (DEFICIT)
Initial Public Offering

In March 2012, the Company completed its initiablzioffering (“IPO”), whereby 8,172,500 shares of Class A common stock sad b
the Company (inclusive of 1,072,500 shares of CAassmmon stock from the full exercise of the oWetanent option of shares granted to
underwriters) and 50,000 shares of Class A comrtamk svere sold by a selling stockholder, The Yefpdation. The public offering price
the shares sold in the offering was $15.00 pereshithe Company did not receive any proceeds froenstles of shares by the sel
stockholder. The total gross proceeds from therioffeto the Company were $122.6 million. After deting underwriters'discounts an
commissions and offering expenses, the aggregatpraoeeeds received by the Company totaled appiateiyn $111.4 million. Immediate
prior to the closing of the IPO, all shares of tbempany$ outstanding redeemable convertible preferredksto¢omatically converted in
35,816,772 shares of Class B common stock. As altrdsllowing the IPO, the Company has two classésauthorized common sta
outstanding: Class A common stock (one vote perdfzand Class B common stock (ten votes per share).

In November 2011, the board of directors of the @any approved the establishment of The Yelp Fouonlgthe “Foundation”), a non-
profit organization designed to support consumatstausinesses in the communities in which the Compperates. The Foundatigrofficer:
include several of the Company’s current offic@ilse Companys board of directors approved a contribution asdasce of 520,000 share:
the Companys common stock to the Foundation, of which the Bation has sold 100,000 shares, including 50,0@0eshin the IPO. Tl
Company recorded an expense in the amount of $8li@mfor the contribution based on the fair valaBthe common stock on the date
shares were issued to the Foundation. The Comgamyded the expense as a charitable contributiparese as it constituted an unconditi
transfer of assets to an entity in a voluntary eoiprocal transfer.

The Company has not consolidated the Foundatigh)dke Company does not have a financial intareite Foundation, (2) the Comp:
does not have voting rights and (3) the Foundatieets the definition of a non-profit organizatiardar ASC 810-20, ConsolidationGentro
of Partnerships and Similar Entities as it is orgedh exclusively for charitable, scientific, liteyaand educational purposes within the mea
of Section 501(c)(3) of the Internal Revenue Cofld 386 and is governed by Section 5211(b) of th&f@aia Nonprofit Public Benef
Corporation Law.

Follow-on Offering

In October 2013, the Company closed its followeffering of 4,312,500 shares of its Class A camnrstock (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 authorg@etissued and outstanding as of the periods pgezken

December 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 63,062,07  200,000,00 59,163,13
Class B common stock, $0.000001 par value 100,000,00 9,858,51. 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 —

F-22




Table of Contents
Common Stock Reserved for Future Issuance

As of December 31, 2014, the Company had reseivaks of Class A and Class B common stock for éuissuances in connection v
the following:

Options outstanding 9,037,93!
Restricted stock units and awards outstanding 1,131,84
Available for future stock option and restrictedcit units and awards grants 5,010,21
Available for future ESPP options 1,958,66
Total reserved for future issuance 17,138,66

Equity Incentive Plans

The Company has outstanding awards under thre¢yagaentive plans: the Amended and Restated 2@fibtf Incentive Plan (the2Z00E
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 govdipeheir existing terms. Upon the effectivenesghefunderwriting agreement in connec
with the IPO, all shares that were reserved urfi=2011 Plan but not issued were assumed by th2Rdh. No further awards will be gran
pursuant to the 2011 Plan. All outstanding stoclkrals under the 2011 Plan continue to be governethdiy existing terms. Under the 2(
Plan, the Company has the ability to issue incenstock options, nostatutory stock options, stock appreciation riglRg§Us, RSA:
performance units and performance shares. Additignéhe 2012 Plan provides for the grant of pemfance cash awards to employ
directors and consultants.

Stock Options

Stock options granted under the 2012 Plan are gglaatta price per share not less than the faievatidate of grant. Options granted to
generally vest either over a four-year period 2% vesting at the end of one year and the renmweésting monthly thereafter or over a four
year period with 10% vesting over the first yedi%®vesting over the second year, 30% vesting dwethird year and 40% vesting over
fourth year. Options granted generally are exebdéstor up to 10 years.

A summary of stock option activity for the year edddecember 31, 2014 is as follows:

Weighted-
Average
Remaining
Contractual Aggregate
Term Intrinsic Value
Options Outstanding (in years) (in thousands)
Weighted-
Average
Number of Exercise
Shares Price
Options outstanding—December 31, 2013 11,101,16 $ 18.2¢ 817 $ 562,85!
Granted 209,70( 75.5¢
Exercised (1,679,65) 11.9¢
Canceled (593,27) 35.0¢
Options outstanding—December 31, 2014 9,037,93 3 19.6¢ 7.2¢ $ 324,16(
Options vested and expected to vest as of
December 31, 2014 8,717,55  $ 19.21 72C % 315,93¢
Options vested and exercisable as of
December 31, 2014 4,658,771 % 13.4¢ 6.6 $ 193,22!

F-23






Table of Contents

Aggregate intrinsic value represents the differebetwveen the fair value of the Compasyommon stock and the exercise pric
outstanding, in-theaoney options. The total intrinsic value of opticaercised was approximately $108.7 million, $9Gflion and $31.
million for the years ended December 31, 2014, 21182012, respectively.

The weightedaverage grant date fair value of options grantesl $4.84, $16.75 and $0.72 for the years endedrbleee31, 2014, 20:

and 2012, respectively.

As of December 31, 2014, total unrecognized comga@ns costs, adjusted for estimated forfeiturelgted to unvested stock options 1
approximately $54.7 million, which is expected ®recognized over a weighted-average time peri@iQ¥ years.

The following table summarizes information aboutstanding and vested stock options as of Decemhez(®L4:

Options Vested

Options Outstanding and Exercisable

Weighted Weighted Weighted

Number of Average Average Average

Exercise Price Options Remaining Exercise Number of Exercise

Range Outstanding Life (Years) Price Options Price

$1.00 - $6.92 181,17 481 $ 4.5¢ 177,01  $ 4.52
$7.16 3,014,84. 6.0C 7.1¢€ 2,578,44. 7.1€
$8.16 - $18.85 1,178,71! 7.1t 14.1¢ 577,29 12.5¢
$18.91 - $21.13 262,15t 8.17 20.2¢ 87,57: 20.1z
$21.18 1,817,45! 8.1C 21.1¢ 566,78t 21.1¢
$21.24 - $26.03 1,133,49 7.9z 24.8¢ 330,90¢ 24.41
$26.89 - $51.98 961,00t 8.3(C 33.9¢ 251,28« 33.7¢
$58.32 - $78.18 463,65¢ 8.91 67.7: 89,46¢ 66.1%
$82.42 1,87¢ 9.6¢€ 82.4: — —
$94.42 23,55( 9.1¢€ 94.4:% — —
Total 9,037,93! 726 $ 19.6¢ 4,658,771 $ 13.4¢

RSUs and RSAs

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

vesting over the fourth year.

A summary of RSU and RSA activity for the year eh@ecember 31, 2014 is as follows:

Unvested—December 31, 2013
Granted

Released

Canceled

Unvested—December 31, 2014

Restricted Stock Units Restricted Stock Awards
Weighted- Weighted-
Average Average Grant
Number of Grant Date Number Date Fair
Shares Fair Value of Shares Value
443,60 $ 44.6¢ 73,470  $ 9.41
905,83 71.7¢ — —
(101,879 39.6¢ (42,500 9.3¢
(115,72) 62.51 — —
1,131,84' ¢ 64.9¢ 30,97C ¢ 9.4¢
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As of December 31, 2014, the Company had approrima®61.6 million of unrecognized stotlased compensation expense, nt
estimated forfeitures, related to RSUs and RSAs;hwill be recognized over the remaining weightagtrage vesting period of approxima
3.32 years.

Employee Stock Purchase Plan

Concurrent with the effectiveness of the undermgitagreement in connection with the IPO on MarcB(IL2, the ESPP became effect
The ESPP allows eligible employees to purchaseeshzfrthe Compang’Class A common stock at a discount through phgiealuctions of u
to 15% of their eligible compensation, subjectng plan limitations during designated offering pels. At the end of each offering period
began prior to December 1, 2014, employees aretalgarchase shares at 85% of the lower of thenfiairket value of the ComparsyClass /
common stock on the first trading day of the offgrperiod or on the last day of the offering periéd the end of each offering period t
began December 1, 2014 or later, employees aretalgarchase shares at 85% of the fair market vafutbe Company Class A commc
stock on the last day of the offering period. Thereye 279,538 shares purchased by employees umel&SPP at weightemiserage purcha
price of $31.73 per share during the year endecedber 31, 2014. The Company recognized $4.5 mitiostockbased compensation rela
to the ESPP during the year ended December 31, 2014

Stock-Based Compensation Expense

The fair value of options granted to employeessigraated on the grant date using the Black-Schiglegon option valuation model. Ti
valuation model for stockased compensation expense requires the Compangke assumptions and judgments about the varialsked it
the calculation, including the expected term (wesgkaverage period of time that the options grantedeaqgected to be outstanding),
volatility in the fair market value of the CompasyClass A common stock, a rifilee interest rate, expected dividends and thenagtk
forfeitures of unvested stock options. To the extstual results differ from the estimates, thdedé@nce will be recorded as a cumula
adjustment in the period estimates are revisedcdiopensation cost is recorded for options thatatovast. The Company uses the simpli
calculation of expected life and volatility is bdsen an average of the historical volatilities bé tcommon stock of several entities \
characteristics similar to those of the Companye Tikk{free rate is based on the U.S. Treasury yield curveffect at the time of grant 1
periods corresponding with the expected life ofdpdon. Expected forfeitures are based on the Gmyip historical experience.

The Company uses the straight-line method for espettribution. For the years ended December 314,22013 and 2012, the weighted
average assumptions are as follows:

Year Ended December 31,

2014 2013 2012
Dividend yield — — —
Annual risk-free rate 2.01% 1.25% 1.01%
Expected volatility 57.5% 60.8% 62.7%
Expected term (years) 6.17 6.17 6.1¢

The following table presents the weightederage assumptions used to estimate the fair wdltree ESPP for the year ended Decembe
2014 and 2013. There were no offering periods pa@013.

Year Ended December 31,

2014 2013
Dividend yield — —
Annual risk-free rate 0.18% 0.1%
Expected volatility 47.1% 56.3%
Expected term (years) 1.0¢ 1.2t
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The following table summarizes the effects of stbeked compensation related to stock-based anamnployees and namployees ¢
the Company’s consolidated statements of operatiertd December 31, 2014, 2013 and 2012, is asafsl(in thousands):

Year Ended December 31,

2014 2013 2012

Cost of revenue $ 72¢ % 421 % 12z

Sales and marketing 15,08: 10,13: 4,917

Product development 14,80« 6,27( 1,70t

General and administrative 11,65 9,30( 8,13¢

Restructuring and integration — 55k —
Total stock-based compensation in incomssjlbefore

income taxes $ 4227 $ 2667 $ 14,87¢

Benefit from income taxes (15,06¢) — —

Total stock-based compensation effectsé¢onme (loss) 27,20¢ 26,677 14,87¢

During the years ended December 31, 2014, 20132&@, the Company capitalized $2.3 million, $0.9lion and $0.3 million
respectively, of stock-based compensation as welbsitelopment costs.

13. NET INCOME (LOSS) PER SHARE

Basic and diluted net income (loss) per sharebatisble to common stockholders are presented iforoity 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 comnumi.sAs a result, Class A and Class B common séwekthe only outstanding equity
the Company. The rights of the holders of ClassA @lass B common stock are identical, except vagipect to voting and conversion. E
share of Class A common stock is entitled to orte per share and each class of Class B common istecititled to 10 votes per share. Sh
of Class B common stock may be converted into Chagemmon stock at any time at the option of thecklolder, and are automatic:
converted upon sale or transfer to Class A comnmekssubject to certain limited exceptions, angddamnection with certain other convers
events.

Basic net income (loss) per share is computed ubimgveightecaverage number of shares of common stock outstgrtliring the perio
Diluted net income per share is computed usingatbightedaverage number of shares of common stock and|ufivd, potential shares
common stock outstanding during the period. The @amy’s potential shares of common stock consist of tiseemental shares of comn
stock issuable upon the exercise of stock optiowls # a lesser extent, shares issuable upon Bimgef RSUs, RSAs and purchases relat
the ESPP. The dilutive effect of these potentialrel of common stock is reflected in diluted eaysiper share by application of the trea
stock method. The computation of the diluted nebime (loss) per share of Class A common stock asstine conversion of Class B comr
stock, while the diluted net income (loss) per st@rClass B common stock does not assume the iomef Class B common stock.

The undistributed earnings are allocated basedercontractual participation rights of the Classad Class B common stock as if
earnings for the year have been distributed. Adlithedation and dividend rights are identical, tlwedistributed earnings are allocated ¢
proportionate basis. Further, as the conversiddlass B common stock is assumed in the computafitime diluted net income (loss) per st
of Class A common stock, the undistributed earnamgsequal to net income (loss) for that computatio
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The following table presents the calculation ofibasd diluted net income (loss) per share (in saoals, except per share data):

Year Ended December 31,

2014 2013 2012

Class A Class B Class A Class B Class A Class B

Numerator:

Accretion of redeemable

~
N
o
=~

convertible preferred stock — — — — (6)

Denominator:

Basic net income (loss) per share
attributable to common stockholders $ 0.51 $ 0.51 $ (0.1% $ (019 $  (0.39 $ (0.3%

Numerator:

Reallocation of undistributed

earnings as a result of conversion

from Class B to Class A shares 5,29t — — — — —

Allocation of undistributed
earnings $ 3647 $ 6206 $ (629) $ (377) $ (3470 $ (15,67Y

Number of shares used in basic
calculation 61,49: 10,44: 41,03 24,63: 9,81t 44,33

Conversion of Class B to Class

A common shares outstanding 10,44« — — — — —

Other dilutive securities 39¢ 25 — — — —

Diluted net income (loss) per share
attributable to common stockholders $ 0.4¢ $ 0.4¢ $  (0.1%) $ (0.19 $  (0.3%) $ (0.3%)

The following weighted-average stoblesed instruments were excluded from the calculatib diluted net income (loss) per sk
attributable to common stockholders because tlffeictewould have been anti-dilutive for the periqgatssented (in thousands):

Year Ended December 31,
2014 2013 2012

N

Restricted stock units — 444 28



Employee stock purchase plan — 20 —
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14. INCOME TAXES

The Company accounts for income taxes in accordastbeauthoritative guidance, which requires the ofthe asset and liability meth
Under this method, deferred income tax assets mfhdities are determined based upon the differelnegveen the consolidated finan
statement carrying amounts and the tax basis eftsassd liabilities and are measured using theteddax rate expected to apply to tax
income in the years in which the differences ameeted to be reversed.

The following table presents domestic and foreigmponents of income (loss) before income taxeth®periods presented (in thousan

2014 2013 2012
United States $ 13,08 $ (6,18) $ (12,62
Foreign (1,809 (3,04¢) (6,367
Total $ 1128 $ (9230 $ (18,99)
The income tax provision is composed of the follogv(in thousands):
2014 2013 2012
Current:
Federal $ — % - $ —
State 704 14~ 3
Foreign 1,32 1,18¢ 13€
2,02¢ 1,33¢ 13¢
Deferred:
Federal $ (14,800 $ —  $ —
State (7,619 — —
Foreign (4,800 (49¢) a7
(27,219 (49¢) a7
Total (benefit) provision for income taxes $ (25199 $ 83 $ 122

The following table presents a reconciliation of gtatutory federal rate and the Company'’s effedtix rate for the periods presented:

2014 2013 2012
Tax benefit at federal statutory rate 35.0(% (34.00% (34.00%
State—net of federal effect 3.63 4.77 (5.89
Foreign rate differential (2.17) 33.11 (38.79)
Stock-based compensation 12.7¢ 1.21 7.9¢
Acquisition costs — 0.51 2.3¢
Meals & Entertainment 3.7¢ 3.7¢ 3.0t
Tax credits (23.37%) (39.79) (5.22)
Change in valuation allowance (248.19) 45.02 70.1:
Change in tax rate (4.72) — —
Other (0.0¢) 3.9t 0.91
Effective tax rate (223.39)% 9.06% 0.64%
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The effective tax rate in 2014 reflects a $28.2iamlbenefit associated with the release of vatuatillowance previously recorded age
certain domestic and foreign deferred tax assetassessing the realization of deferred tax asseteagement considers whether it is r
likely than not that some portion or all of defertax assets will not be realized. The ultimatdization of the deferred tax assets is deper
upon the generation of future taxable income duttirgperiods in which those temporary differencasome deductible.

At the end of 2013, the Company could not assérthe required more-likely-thanet level of certainty, that its domestic and fgn
operations would generate sufficient taxable incomeealize all of our deferred tax assets aftersatering the duration and severity of lo:
in prior years, investments in domestic and intéomal markets, and investments in employees, abnbeand and technology.

During 2014, after consideration of the relativgaut of all evidence, positive and negative, then@any determined, at the required more
likely-thannot level of certainty, that certain domestic aokign deferred tax assets would be realized. terdgning the need for a valuat
allowance, the weight given to positive and negatwvidence is commensurate with the extent to whhehevidence may be objectiv
verified. Consideration was given to negative enethat was also present in 2013. However, aftesidering the profit achieved in 2014
expectations of continued profitability on an ongpbasis, we concluded that it was more-likely-thahthat the Company would have ful
taxable income sufficient to realize the benefiicasated with certain domestic and foreign defetasxdassets.
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Deferred income taxes reflect the net tax effettemporary differences between the carrying ammofitassets and liabilities for financ
reporting purposes and the amounts used for indem@urposes. The following table presents theiiaggmt components of the Company’
deferred tax assets and liabilities for the peripdsented (in thousands):

2014 2013
Deferred tax assets:
Reserves and others $ 6,582 % 4,28¢F
Accrued legal — 12
Stock-based compensation 17,93 10,41¢
Contribution carryforward 1,88¢ 2,07(
Net operating loss carryforward 10,61 17,33t
Tax credit carryforward 4,957 4,671
Gross deferred tax assets 41,97« 38,78¢
Valuation allowance (4,159 (31,16¢)
Total deferred tax assets 37,81¢ 7,62
Deferred tax liabilities:
Depreciation and amortization (10,73%) (7,095
Total deferred tax liabilities (10,73) (7,09)
Net deferred tax asse $ 2707 0§ 52¢

At December 31, 2014, the Company has federal tatd set operating loss carryforwards of approxatya$166.7 million and $146
million respectively, expiring beginning in 2024daR015, respectively. Further, the Company hasrtgaldsses in Ireland of $11.5 million. T
Ireland trading losses may be carried forward imiefy against Ireland profits. The Company hassks of $9.6 million and $13.4 million
Germany and France, respectively, which may beethforward indefinitely against profits in the pestive jurisdictions as a result of
acquisitions of Qype and Cityvox. At December 3114, the Company has federal research credit cawgfds of approximately $4.1 milli
that expire beginning in 2024, and California reskaredit carryforwards of approximately $3.8 ioifl which do not expire. At December
2014, the Company also has $4.5 million of CalifafEnterprise Zone credit, expiring beginning ir220

Utilization of the net operating loss carryforwamtsd credits may be subject to a substantial arim#htion due to the ownership chai
limitations provided by the Internal Revenue Codld 286, as amended, and similar state provisiohg. &hnual limitation may result in 1
expiration of net operating losses and credits fieefitilization. The Company does not expect anyiptes ownership changes, as defined u
Section 382 and 383 of the Internal Revenue Cadeedult in a limitation that will reduce the tomhount of net operating loss carryforwi
and credits that can be utilized. Further, Qype @itgvox loss carryforwards may be subject to latiins under the applicable laws of
taxing jurisdictions due to ownership change litidas.

As a result of certain realization requirementshef accounting guidance for stoblksed compensation, the table of deferred taxsaase
liabilities shown above does not include certaifeded tax assets at December 31, 2014 and 2013arbse directly from (or the use of wh
was postponed by) tax deductions related to eaquitgpensation in excess of compensation recognizefinfancial reporting. Approximate
$163.5 million of federal net operating losses, &33million of state net operating losses, $tiflion of Ireland net operating losses, ¢
million of federal research and development taxditseand $0.1 million of state Enterprise Zone gse@re related to tax stock opt
deductions in excess of book deductions. The Cognpaas the accounting guidance for income taxepdgroses of determining when exc
tax benefits have been realized. This amount wilttedited to stockholders’ equity when it is rzadi on the tax return.

It is the intention of the Company to reinvest #wnings from Yelp Canada Inc., Yelp UK Ltd., andlp¥ Ireland Holding Compa
Limited and its subsidiaries. The Company doesnotide for U.S. income taxes on the earnings oifm subsidiaries as such earnings a
be reinvested indefinitely. As of December 31, 20 Company estimates $2.1 million of cumulatwveount of earnings upon which L
income taxes have not been provided. The incomédhitity would be insignificant if these earning&re to be repatriated.
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As of December 31, 2014, 2013 and 2012 the Compasy$3.3 million, $1.8 million and $0.6 million,spectively, of unrecognized 1
benefits. A reconciliation of the beginning and iegdamount of unrecognized benefits is as folloingtfousands):

2014 2013 2012
Balance at the beginning of the year $ 177« % 611 $ 1
Increase based on tax positions relatedegtior year 69 3 49t
Increase based on tax positions relatede@tirrent year 1,43: 1,16( 11F
Balance at the end of the year $ 32n ¢ 177§ 6L

As of December 31, 2014, the Company has $3.2anillinrecognized tax benefits that, if recognizedule affect the effective tax ra
The Companys policy is to record interest and penalties reldteunrecognized tax benefits as income tax expdbaring the years enc
December 31, 2014, 2013, and 2012, the Companynradterial amounts related to the accrual of irgeamd penalties.

The Company does not have any tax positions fochvhiis reasonably possible the total amount osgrunrecognized tax benefits
increase or decrease within 12 months of the yeded December 31, 2014.

The Company is subject to taxation in the U.S.aamibus states and foreign jurisdictions. Due ® @ompanys net losses, substantially
of its federal, state and foreign income tax refigimce inception are still subject to audit.

15. RELATED-PARTY TRANSACTIONS
The Company does not have any significant relagety gransactions, other than contributions madehte Foundation (see Note 12).
16. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to be @wenps of the Company in which separate finanaifdrination is available that
evaluated regularly by the Compaschief 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 ggagcaregion for purposes of allocat
resources and evaluating financial performance. Chmpany has one business activity and there arsegment managers who are |
accountable for operations, operating results angfor levels or components below the consolidatedlevel. Accordingly, the Company t
determined that it has a single operating and teygpsegment.

The following tables present the Company’s revdmuproduct line for the periods presented (in tlamas):

Year Ended December 31,

2014 2013 2012
Net revenue by produc
Local advertising $ 319,13 $§ 19298 $  109,15¢
Brand advertising 34,48: 27,96( 20,57¢
Other services 23,91, 12,04¢ 7,82¢
Total $ 37753 $ 23298 % 137,56

For the years ended December 31, 2014, 2013 art] 2&4enue generated internationally was 2.9%, 4a6é62.2%, respectively. Revel
by geography is based on the billing address ottistomer. No individual customer accounted for ki¥%nore of consolidated net revenu
any of such periods.
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The following tables present the Company’s longdivassets by geographic region for the periodepted (in thousands):

December 31,

Long-Lived Assets 2014 2013 2012
United States $ 73,34¢ % 29,18t $ 14,27¢
All Other Countries 5,90( 1,78¢ 702
Total $ 79,24 % 30,97 $ 14,97

17. SUBSEQUENT EVENTS

On February 9, 2015, the Company acquired Eat244oam, Inc. (“Eat24”), a leading web and dmsed food ordering service, for
aggregate purchase price of $134 million, congistihapproximately 1.4 million shares of Yelp Classgommon stock and $75 million ca
less certain transaction expenses and subjectsimroary working capital adjustments. The Compargeets the acquisition to drive dz
engagement in the key restaurant vertical and geoiti with the opportunity to expand Eat@4ffering to the approximately 1 million U
restaurants listed on the Companyplatform. The company is currently in the procgfssaluing the assets acquired and liabilitiesuassd i
the transaction.
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRemion Statement No. 333-191967 on Form S-3 Radistration Statement Nos. 333
180221, 333-187545, 333-192016, and 333-1942600om 58 of our reports dated February 27, 2015, relatinthe consolidated financ
statements of Yelp Inc. and subsidiaries, and tfeeté/eness of Yelp Incs' internal control over financial reporting, appegrin this Annue
Report on Form 10-K of Yelp Inc. for the year en@stember 31, 2014.

/ s/ DELOITTE & TOUCHE LLF

San Francisco, California
February 27, 2015




E xHiBIT 31.1
CERTIFICATIONS
I, Jeremy Stoppelman, certify that:
1. | have reviewed this Annual Report on Form 16fKelp Inc.;

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

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

4. The registransg other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures |
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

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

b) Designed such internal control over financigdaring, or caused such internal control over foiahreporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting aride preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

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

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

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

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

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

Date: February 27, 2015

/sl Jeremy Stoppelman
Jeremy Stoppelman
Chief Executive Officer




E xHiBIT 31.2
CERTIFICATION
I, Rob Krolik, certify that:
1. | have reviewed this Annual Report on Form 16fKelp Inc.;

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

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

4. The registransg other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures |
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

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

b) Designed such internal control over financigdaring, or caused such internal control over foiahreporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting aride preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

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

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

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

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

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

Date: February 27, 2015

/s/ Rob Krolik
Rob Krolik
Chief Financial Officer




E xHiBIT 32.1
CERTIFICATION

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

1. The Company’s Annual Report on Form 10-K for theiggeended December 31, 2014, to which théstification is attached as Exhi
32.1 (the “Annual Report”), fully complies with tllequirements of Section 13(a) or Section 15(dhefExchange Act; and

2. The information contained in the Annual Reportlfapresents, in all material respects, the findnodadition and results of operations
the Company.

In Witness Whereof, the undersigned have set Haids hereto as of the 27th day of February, 2015.

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

This certification accompanies the Annual ReportFmmm 10K to which it relates, is not deemed filed with tBecurities and Exchan
Commission and is not to be incorporated by refegeinto any filing of Yelp Inc. under the Secustidct of 1933, as amended, or
Securities Exchange Act of 1934, as amended (whetiede before or after the date of the FormK)Qirrespective of any gene
incorporation language contained in such filing.




