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YELP INC.
706 Mission Street
San Francisco, California 94103
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To Be Held On June 5, 2013

Dear Stockholder:

You are cordially invited to attend the Annual Meeting (the “Annual Meeting”) of Stockholders of YELP INC., a Delaware
corporation (the “Company”). The Annual Meeting will be held on Wednesday, June 5, 2013 at 9:00 a.m. Pacific Time at The St.

Regis San Francisco located at 125 3" Street, San Francisco, California 94103 for the following purposes:

1.

6.

To elect the three nominees for director named in the accompanying proxy statement (the “Proxy Statement”) to hold office
until the 2016 Annual Meeting of Stockholders.

To approve the Company’s 2012 Equity Incentive Plan, as amended, to increase the aggregate number of shares of Class A
Common Stock authorized for issuance under the plan by 2,000,000 shares. ’

To ratify the selection by the Audit Committee of the Board of Directors of Deloitte & Touche LLP as the independent
registered public accounting firm of the Company for the year ending December 31, 2013.

To approve, on an advisory basis, the compensation of the Company’s named executive officers, as disclosed in the Proxy
Statement.

To indicate, on an advisory basis, the preferred frequency of stockholder advisory votes on the compensation of the
Company’s named executive officers.

To conduct any other business properly brought before the Annual Meeting.

" These items of business are more fully described in the Proxy Statement accompanying this Notice.

The record date for the Annual Meeting is April 8, 2013. Only stockholders of record at the close of business on that date may vote
at the meeting or any adjournment thereof.

By Order of the Board of Directors

Laurence Wilson
Secretary

San Francisco, California
April 23, 2013

You are cordially invited to attend the Annual Meeting in person. Whether or not you expect to attend the Annual
Meeting, please vote over the telephone or the Internet, or, if you receive a paper proxy card by mail, by completing and
returning the proxy card mailed to you, as promptly as possible in order to ensure your representation at the Annual
Meeting. Voting instructions are provided in the Notice of Internet Availability of Proxy Materials, or, if you receive a
paper proxy card by mail, the instructions are printed on your proxy card and included in the accompanying Proxy
Statement. Even if you have voted by proxy, you may still vote in person if you attend the Annual Meeting. Please note,
however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the Annual
Meeting, you must obtain a proxy issued in your name from that record holder.
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YELP INC.
706 Mission Street
San Francisco, California 94103

PROXY STATEMENT
FOR THE 2013 ANNUAL MEETING OF STOCKHOLDERS

June 5, 2013

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING .

We are providing you with these proxy materials because the Board of Directors of Yelp Inc. is soliciting your proxy to vote at
Yelp’s 2013 Annual Meeting of Stockholders, or the Annual Meeting, including at any adjournments or postponements thereof, to be
held on Wednesday, June 5, 2013 at 9:00 a.m. Pacific Time at The St. Regis San Francisco located at 125 3™ Street, San Francisco,
California 94103. You are invited to attend the Annual Meeting to vote on the proposals described in this Proxy Statement. However,
you do not need to attend the Annual Meeting to vote your shares. Instead, you may simply follow the instructions below to submit
your proxy. The proxy materials, including this Proxy Statement and our 2012 Annual Report, are being distributed and made
available on or about April 23, 2013. As used in this Proxy Statement, references to “we,” “us,” “our,” “Yelp” and the “Company”
refer to Yelp Inc. and its consolidated subsidiaries.

Why did I receive a notice regarding the availability of proxy materials on the Internet?

Pursuant to rules adopted by the U.S. Securities and Exchange Commission, or SEC, we have elected to provide access to our
proxy materials over the Internet. Consequently, our stockholders generally will not receive paper copies of our proxy materials unless
they request them. We will instead send a Notice of Internet Availability of Proxy Materials, or Notice, to our stockholders of record
with instructions for accessing the proxy materials and voting over the Internet or by telephone. All stockholders will have the ability
to access the proxy materials on the website referred to in the Notice or request to receive a printed set of the proxy materials.
Instructions on how to access the proxy materials over the Internet or to request a printed copy may be found in the Notice.

We intend to mail the Notice on or about April 23, 2013 to all stockholders of record entitled to vote at the Annual Meeting.
Will I receive any other proxy materials by mail?

We may send you a proxy card, along with a second Notice, on or after April 23, 2013. In addition, you may request a printed copy
of our proxy materials by following the instructions found in the Notice.

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on April 8, 2013 will be entitled to vote at the Annual Meeting. On this record
date, there were 30,721,669 shares of Class A Common Stock and 33,588,156 shares of Class B Common Stock outstanding and
entitled to vote.




YELP INC.
706 Mission Street
San Francisco, California 94103

PROXY STATEMENT
FOR THE 2013 ANNUAL MEETING OF STOCKHOLDERS

June 5, 2013

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING

We are providing you with these proxy materials because the Board of Directors of Yelp Inc. is soliciting your proxy to vote at
Yelp’s 2013 Annual Meeting of Stockholders, or the Annual Meeting, including at any adjournments or postponements thereof, to be
held,on Wednesday, June 5, 2013 at 9:00 a.m. Pacific Time at The St. Regis San Francisco located at 125 31 Street, San Francisco,
California 94103. You are invited to attend the Annual Meeting to vote on the proposals described in this Proxy Statement. However,
you do not need to attend the Annual Meeting to vote your shares. Instead, you may simply follow the instructions below to submit
your proxy. The proxy materials, including this Proxy Statement and our 2012 Annual Report, are being distributed and made
available on or about April 23, 2013. As used in this Proxy Statement, references to “we,” “us,” “our,” “Yelp” and the “Company”
refer to Yelp Inc. and its consolidated subsidiaries.

Why did I receive a notice regarding the availability of proxy materials on the Internet?

Pursuant to rules adopted by the U.S. Securities and Exchange Commission, or SEC, we have elected to provide access to our
proxy materials over the Internet. Consequently, our stockholders generally will not receive paper copies of our proxy materials unless
they request them. We will instead send a Notice of Internet Availability of Proxy Materials, or Notice, to our stockholders of record
with instructions for accessing the proxy materials and voting over the Internet or by telephone. All stockholders will have the ability
to access the proxy materials on the website referred to in the Notice or request to receive a printed set of the proxy materials.
Instructions on how to access the proxy materials over the Internet or to request a printed copy may be found in the Notice.

We intend to mail the Notice on or about April 23, 2013 to all stockholders of record entitled to vote at the Annual Meeting.
Will I receive any other proxy materials by mail?

We may send you a proxy card, along with a second Notice, on or after April 23, 2013. In addition, you may request a printed copy
of our proxy materials by following the instructions found in the Notice.

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on April 8, 2013 will be entitled to vote at the Annual Meeting. On this record
date, there were 30,721,669 shares of Class A Common Stock and 33,588,156 shares of Class B Common Stock outstanding and
entitled to vote. :




Stockholder of Record: Shares Registered in Your Name

If on April 8, 2013 your shares were registered directly in your name with our transfer agent, Computershare Trust Company,
N.A., then you are a stockholder of record. As a stockholder of record, you may vote in person at the Annual Meeting or vote by
proxy. Whether or not you plan to attend the Annual Meeting, we urge you to vote your shares electronically over the Internet or by
telephone, or by completing and returning a printed proxy card that you may request or that we may elect to deliver at a later time, to
ensure your vote is counted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on April 8, 2013 your shares were held, not in your name, but rather in an account at a brokerage firm, bank, dealer or other
similar organization, then you are the beneficial owner of shares held in “street name” and the Notice is being forwarded to you by
that organization. The organization holding your account is considered to be the stockholder of record for purposes of voting at the
Annual Meeting. As a beneficial owner, you have the right to direct your broker or other agent regarding how to vote the shares in
your account. You are also invited to attend the Annual Meeting. However, because you are not the stockholder of record, you may
not vote your shares in person at the Annual Meeting unless you request and obtain a valid proxy from your broker or other agent.

How do I attend the Annual Meeting?

The Annual Meeting will be held on Wednesday, June 5, 2013 at 9:00 a.m. Pacific Time at The St. Regis San Francisco located at

125 3" Street, San Francisco, California 94103. If you are a stockholder of record, you must bring proof of identification. If you are a
beneficial owner of shares registered in the name of your broker, bank or other agent, you must request and obtain a valid proxy from
your broker or other agent.

Directions to the Annual Meeting may be found at http://www.starwoodhotels.com/stregis/property/area/directions.html?
propertyID=1511. Information on how to vote in person at the Annual Meeting is discussed below.

What am I veting on?

There are five matters scheduled for a vote:

o Proposal No. 1: the election of three directors;

e Proposal No. 2: the approval of our 2012 Equity Incentive Plan, as amended, to increase the aggregate number of shares of
Class A Common Stock authorized for issuance under the plan by 2,000,000 shares;

e Proposal No. 3: the ratification of the selection by the Audit Committee of the Board of Directors of Deloitte & Touche LLP as
our independent registered public accounting firm for the year ending December 31, 2013;

e Proposal No. 4: the approval, on an advisory basis, of the compensation of our named executive officers, as disclosed in this
Proxy Statement in accordance with SEC rules; and

® Proposal No. 5: the indication, on an advisory basis, of the preferred frequency of stockholder advisory votes on the
compensation of our named executive officers.




What if another matter is properly brought before the Annual Meeting?

The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If any other
matters are properly brought before the Annual Meeting, it is the intention of the persons named in the proxy to vote on those matters
in accordance with their best judgment.

How do I vote?

You may vote “For” all the nominees to the Board of Directors, “Withhold” your vote from all nominees or you may “Withhold”
your vote for any nominee you specify. With regard to your advisory vote on how frequently we should solicit stockholder advisory
approval of executive compensation, you may vote for any one of the following: “1 year,” “2 years” or “3 years,” or you may abstain
from voting on that matter. For each of the other matters to be voted on, you may vote “For” or “Against” or abstain from voting.

The procedures for voting are as follows:
Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the Annual Meeting, vote by proxy over the telephone, vote by proxy
through the Internet or vote by proxy using a proxy card that you may request or that we may elect to deliver at a later time. Whether
or not you plan to attend the Annual Meeting, we urge you to vote by proxy to ensure your vote is counted. You may still attend the
Annual Meeting and vote in person even if you have already voted by proxy.

e To vote in person, come to the Annual Meeting and we will give you a ballot when you arrive.

o To vote using the printed proxy card that may be delivered to you, simply complete, sign and date the proxy card that may be
delivered and return it promptly in the envelope provided. If you return your signed proxy card to us before the Annual
Meceting, we will vote your shares as you direct.

e To vote over the telephone, dial toll-free 1-800-690-6903 using a touch-tone phone and follow the recorded instructions. You
will be asked to provide the control number from the Notice. Your vote must be received by 11:59 p.m. Eastern Time on June
4, 2013 to be counted.

e To vote through the Internet, go to www.proxyvote.com to complete an electronic proxy card. You will be asked to provide the
control number from the Notice. Your vote must be received by 11:59 p.m. Eastern Time on June 4, 2013 to be counted.
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Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of shares registered in the name of your broker, bank or other agent, you should have received a
Notice containing voting instructions from that organization rather than from us. Simply follow the voting instructions in the Notice to
ensure that your vote is counted. To vote in person at the Annual Meeting, you must obtain a valid proxy from your broker, bank or
other agent. Follow the instructions from your broker or bank included with these proxy materials, or contact your broker or bank to
request a proxy form.

We provide Internet proxy voting to allow you to vote your shares online, with procedures designed to ensure the
authenticity and correctness of your proxy vote instructions. However, please be aware that you must bear any costs
associated with your Internet access, such as usage charges from Internet access providers and telephone companies.

Can I vote my shares by filling out and returning the Notice?

No. The Notice identifies the items to be voted on at the Annual Meeting, but you cannot vote by marking the Notice and returning
it. The Notice provides instructions on how to vote over the Internet or by telephone, by requesting and returning a printed proxy card
or by submitting a ballot in person at the Annual Meeting.

How many votes do I have?

On each matter to be voted upon, you have one vote for each share of Class A Common Stock and ten votes for each share of
Class B Common Stock you owned as of April 8, 2013. The Class A Common Stock and Class B Common Stock will vote together as
a single class on all proposals described in this Proxy Statement.

What happens if I do not vote?
Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record and do not vote by telephone, through the Internet, by completing the proxy card that may be
delivered to you or in person at the Annual Meeting, your shares will not be voted.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner and do not instruct your broker, bank or other agent how to vote your shares, the question of whether
your broker or nominee will still be able to vote your shares depends on whether the New York Stock Exchange, or NYSE, deems the
particular proposal to be a “routine” matter. Brokers and nominees can use their discretion to vote “uninstructed” shares with respect
to matters that are considered to be “routine,” but not with respect to “non-routine” matters.

Under the rules and interpretations of the NYSE, “non-routine” matters are matters that may substantially affect the rights or
privileges of stockholders, such as mergers, stockholder proposals, elections of directors (even if not contested), executive
compensation (including any advisory stockholder votes on executive compensation and on the frequency of stockholder votes on
executive compensation) and certain corporate governance proposals, even if management-supported. Accordingly, your broker or
nominee may not vote your shares on Proposal Nos. 1, 2, 4 or 5 without your instructions, but may vote your shares on Proposal No.
3.




What if I return a proxy card or otherwise vote but do not make specific choices?

If you return a signed and dated proxy card or otherwise vote without marking voting selections, your shares will be voted, as
applicable:

e “For” the election of all three nominees for director;

e “For” the approval of our 2012 Equity Incentive Plan, as amended, to increase the aggregate number of shares of Class A
Common Stock authorized for issuance under the plan by 2,000,000 shares;

e “For” the ratification of the selection of Deloitte & Touche LLP as our independent registered public accounting firm for the
year ending December 31, 2013; .

e “For” the advisory approval of executive compensation; and

e for every “1 Year” as the preferred frequency of advisory votes to approve executive compensation.

If any other matter is properly presented at the Annual Meeting, your proxyholder (one of the individuals named on your proxy
card) will vote your shares using his best judgment.

Who is paying for this proxy solicitation?

We will pay for the entire cost of soliciting proxies. In addition to these proxy materials, our directors and employees may also
solicit proxies in person, by telephone or by other means of communication. Directors and employees will not be paid any additional
compensation for soliciting proxies. We may also reimburse brokerage firms, banks and other agents for the cost of forwarding proxy

materials to beneficial owners.

What does it mean if I receive more than one Notice?

If you receive more than one Notice, your shares may be registered in more than one name or in different accounts. Please follow
the voting instructions on each of your Notices to ensure that all of your shares are voted.
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Can I change my vote after submitting my proxy?
Stockholder of Record: Shares Registered in Your Name

Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. If you are the record holder of your
shares, you may revoke your proxy in any one of the following ways:

¢ You may submit another properly completed proxy card with a later date.
e You may grant a subsequent proxy by telephone or through the Internet.

¢ You may send a timely written notice that you are revoking your proxy to our Corporate Secretary at 706 Mission Street, San
Francisco, California 94103.

¢ You may attend the Annual Meeting and vote in person. Simply attending the Annual Meeting will not, by itself, revoke your
proxy.

Your most current proxy card or telephone or Internet proxy is the one that is counted.
Beneficial Owner: Shares Registered in the Name of Broker or Bank

If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by your broker
or bank.

How are votes counted?

Votes will be counted by the inspector of election appointed for the Annual Meeting, who will separately count, for Proposal No. 1
to elect directors, “For” and “Withhold” votes and broker non-votes; with respect to Proposal No. 5 regarding the frequency of
stockholder advisory votes to approve executive compensation, votes for frequencies of every “1 year,” “2 years” and “3 years,”
abstentions and broker non-votes; and, with respect to the other proposals, votes “For” and “Against,” abstentions and, if applicable,
broker non-votes.




What are “broker non-votes”?

As discussed above, when a beneficial owner of shares held in “street name” does not give instructions to the broker or nominee
holding the shares as to how to vote on matters deemed by the NYSE to be “non-routine,” the broker or nominee cannot vote the
shares. These unvoted shares are counted as “broker non-votes.”

How many votes are needed to approve each proposal?

The following table summarizes the minimum vote needed to approve each proposal and the effect of abstentions and broker non-
votes. '

Proposal Effect of Effect of Broker
Number Proposal Description Vote Required for Approval Abstentions Non-Votes

*  Broker non-votes will have no effect; however, Proposal No. 3 is considered a routine matter, and therefore no broker non-votes

are expected to exist in connection with Proposal No. 3.




What is the quorum requirement?

In order to conduct business at the Annual Meeting, a quorum must be present in person or represented by proxy. A quorum will
be present if shares representing a majority of the aggregate voting power of shares of Class A Common Stock and Class B Common
Stock (voting together as a single class) entitled to vote are present at the Annual Meeting in person or represented by proxy. On the
record date, there were 30,721,669 shares of Class A Common Stock and 33,588,156 shares of Class B Common Stock outstanding
and entitled to vote. Thus, the holders of shares representing an aggregate of 183,301,615 votes must be present in person or
represented by proxy at the Annual Meeting to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf by your
broker, bank or other nominee) or if you attend the Annual Meeting in person. Abstentions and broker non-votes will be counted
towards the quorum requirement. If there is no quorum, the holders of shares representing a majority of the voting power present at the
Annual Meeting in person or represented by proxy may adjourn the Annual Meeting to another date.

When are stockholder proposals and director nominations due for next year’s annual meeting?

To be considered for inclusion in next year’s proxy materials, you must submit your proposal, in writing, by December 24, 2013 to
our Corporate Secretary at 706 Mission Street, San Francisco, California 94103, and you must comply with all applicable
requirements of Rule 14a-8 promulgated under the Securities Exchange Act of 1934, as amended, or the Exchange Act.

Pursuant to our Bylaws, if you wish to bring a proposal before the stockholders or nominate a director at the 2014 Annual Meeting
of Stockholders, but you are not requesting that your proposal or nomination be included in next year’s proxy materials, you must
notify our Corporate Secretary, in writing, not later than the close of business on March 7, 2014 nor earlier than the close of business
on February 5, 2014. However, if our 2014 Annual Meeting of Stockholders is not held between May 6, 2014 and July 5, 2014, to be
timely, notice by the stockholder must be received not earlier than the close of business on the 120™ day prior to the 2014 Annual
Meeting of Stockholders and not later than the close of business on the later of the 90 day prior to the 2014 Annual Meeting of

Stockholders or the 10" day following the day on which public announcement of the date of the 2014 Annual Meeting of Stockholders
is first made. You are also advised to review our Bylaws, which contain additional requirements about advance notice of stockholder
proposals and director nominations.

The chair of the 2014 Annual Meeting of Stockholders may determine, if the facts warrant, that a matter has not been properly
brought before the meeting and, therefore, may not be considered at the meeting. In addition, the proxy solicited by the Board of
Directors for the 2014 Annual Meeting will confer discretionary voting authority with respect to (i) any proposal presented by a
stockholder at that meeting for which we have not been provided with timely notice and (ii) any proposal made in accordance with our
Bylaws, if the 2014 proxy statement briefly describes the matter and how management’s proxy holders intend to vote on it, if the
stockholder does not comply with the requirements of Rule 14a-4(c)(2) promulgated under the Exchange Act.

How can I find out the resulits of the voting at the Annual Meeting?

Preliminary voting results will be announced at the Annual Meeting. In addition, final voting results will be published in a current
report on Form 8-K that we expect to file with the SEC within four business days after the Annual Meeting. If final voting results are
not available to us in time to file a Form 8-K within four business days after the Annual Meeting, we intend to file a Form 8-K to
publish preliminary results and, within four business days after the final results are known to us, file an additional Form 8-K to publish
the final results.




PROPOSAL NoO. 1

ELECTION OF DIRECTORS

Our Board of Directors, or the Board, is divided into three classes. Each class consists, as nearly as possible, of one-third of the
total number of directors, and each class has a three-year term. Vacancies on the Board may be filled only by persons elected by a
majority of the remaining directors. A director elected by the Board to fill a vacancy in a class, including vacancies created by an
increase in the number of directors, will serve for the remainder of the full term of that class and until the director’s successor is duly

elected and qualified.

The Board presently has nine members. There are three directors in the class whose term of office expires in 2013. If elected at the
Annual Meeting, each of these nominees would serve until the 2016 Annual Meeting of Stockholders and until his successor has been
duly elected and qualified, or, if sooner, until the director’s death, resignation or removal. Under our Corporate Governance
Guidelines, directors are expected to attend the Annual Meeting. Because we completed our initial public offering in March 2012, we
did not hold an annual meeting of stockholders in 2012.

The following table sets forth information with respect to our directors, including the three nominees for election at the Annual
Meeting, as of April 8, 2013:

DIRECTOR PRINCIPAL OCCUPATION/
NAME AGE SINCE PosiTioN HELD WITH THE COMPANY

Fred Anderson 68 Feb. 2011  Lead Independent Director of the Board; Mana in, Direptor Elevation Partners

Jeremy Levine 39 Nov. 2005  Partner, Bessemer Venture Partners

Diane Irvine 54 Nov. 2011  Independent Advisor

Keith Rabois 44 Sept. 2005  Partner, Khosla Ventures

Geoff Donaker 40 Dec. 2010  Chief Operating Officer of Yelp

SR

Jeremy Stoppelman 35 Sept. 2005  Co-Founder and Chief Executive Officer of Yelp

Each of the nominees listed below was recommended for election by the Nominating and Corporate Governance Committee of the
Board, or the Nominating Committee. Our Nominating Committee seeks to assemble a Board that, as a whole, possesses the
appropriate balance of professional and industry knowledge, financial expertise and high-level management experience necessary to
oversee and direct our business. To that end, the Nominating Committee has identified and evaluated these nominees in the broader
context of the Board’s overall composition, with the goal of selecting nominees who complement and strengthen the skills of other
members of the Board and who also exhibit integrity, collegiality, sound business judgment and other qualities that the Nominating
Committee views as critical to the effective functioning of the Board.
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Each of the nominees listed below is currently a director and was elected or appointed to the Board prior to our initial public
offering pursuant to a Third Amended and Restated Voting Agreement, dated January 22, 2010, by and among us and the holders of
our then-outstanding preferred stock, or the Voting Agreement. Specifically, Messrs. Anderson, Fenton and Levine were designees of
certain of our investors — Elevation Partners, Benchmark Capital and Bessemer Venture Partners, respectively — under the Voting
Agreement. The Voting Agreement expired by its terms at the time of our initial public offering and is no longer in effect.

Directors are elected by a plurality of the votes of the holders of shares present in person or represented by proxy and entitled to
vote on the election of directors. The three nominees receiving the highest number of affirmative votes will be elected. Shares
represented by executed proxies will be voted, if authority to do so is not withheld, for the election of the three nominees named
below. If any nominee becomes unavailable for election as a result of an unexpected occurrence, shares that would have been voted
for that nominee will instead will be voted for the election of a substitute nominee proposed by the Nominating Committee. Each
person nominated for election has agreed to serve if elected. Our management has no reason to believe that any nominee will be
unable to serve.

A brief biography of each nominee and cach director whose term will continue after the Annual Meeting is set forth below. The
biographies below also include information regarding the specific experience, qualifications, attributes or skills of each nominee or
director that led the Nominating Committee to determine that such individual should serve as a member of the Board as of the date of
this Proxy Statement.

NOMINEES FOR ELECTION FOR A THREE-YEAR TERM EXPIRING AT THE 2016 ANNUAL MEETING

Fred Anderson has been a Managing Director of Elevation Partners, a private equity firm focused on the media and entertainment
industry, since July 2004. From March 1996 to June 2004, Mr. Anderson served as Executive Vice President and Chief Financial
Officer of Apple Inc., a manufacturer of personal computers and related software. Prior to joining Apple, Mr. Anderson was Corporate
Vice President and Chief Financial Officer of Automatic Data Processing, Inc., an electronic transaction processing firm, from August
1992 to March 1996. On April 24, 2007, the SEC filed a complaint against Mr. Anderson and another former officer of Apple. The
complaint alleged that Mr. Anderson failed to take steps to ensure that the accounting for an option granted in 2001 to certain
executives of Apple, including himself, was proper. Simultaneously with the filing of the complaint, Mr. Anderson settled with the
SEC, neither admitting nor denying the allegations in the complaint. In connection with the settlement, Mr. Anderson agreed to a
permanent injunction from future violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act of 1933, as amended, or the
Securities Act, and Section 16(a) of the Exchange Act and Rules 13b2-2 and 16a-3 thereunder, and from aiding and abetting future
violations of Sections 13(a), 13(b)(2)(A), 13(b)(2)(B) and 14(a) of the Exchange Act and Rules 12b-20, 13a-1, 13a-13 and 14a-9
thereunder. He also agreed to disgorge approximately $3.5 million in profits and interest from the option he received and to pay a civil
penalty of $150,000. Under the terms of the settlement, Mr. Anderson may continue to act as an officer or director of public
companies. Mr. Anderson also served on the boards of directors of Apple from June 2004 to June 2006, E. Piphany, Inc. from May
2003 to September 2005, Palm, Inc. from October 2007 to July 2010 and Move, Inc. from November 2006 to March 2012. Mr.
Anderson currently serves on the board of directors of eBay Inc., an Internet marketplace and online payments platform company. Mr.
Anderson holds a B.A. from Whittier College and an M.B.A. from the University of California, Los Angeles. The Nominating
Committee believes Mr. Anderson’s extensive global financial management expertise as the former chief financial officer of global
technology firms gives him the experience, qualifications and skills to serve as a director. In addition, his significant experience on the
boards of directors of other public and private technology companies at various stages of development provides the Board with
important perspectives on corporate governance matters.
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Peter Fenton has been a General Partner at Benchmark Capital, a venture capital firm, where his investment interests include
software, digital media and technology-enabled services, since September 2006. Prior to joining Benchmark, Mr. Fenton was a
Managing Partner at Accel Partners, a venture capital firm, from October 1999 to May 2006. Prior to joining the venture capital
community, he was General Manager of Video at Autonomy Virage, Inc., a multimedia information retrieval company, from April
1996 to April 1998. He holds an M.B.A. from the Stanford University Graduate School of Business and a B.A. in Philosophy from
Stanford University. The Nominating Committee believes Mr. Fenton should serve on the Board due to his extensive background in
and experience with the venture capital industry, providing guidance and counsel to a wide variety of Internet and technology
companies and serving on the boards of directors of a range of private companies.

Jeremy Levine is a Partner at Bessemer Venture Partners, a venture capital firm, which he joined in May 2001, where his
investment interests include entrepreneurial startups and high growth companies in various industries, including consumer Internet,
consumer software and business software and services. Prior to joining Bessemer, Mr. Levine was Vice President of Operations at
Dash.com Inc., an Internet software publisher, from June 1999 to May 2001. Prior to Dash, Mr. Levine was an Associate at AEA
Investors, a management buyout firm, where he specialized in consumer products and light industrials, from July 1997 to June 1999.
Previously, Mr. Levine was with McKinsey & Company as a management consultant from June 1995 to July 1997. Mr. Levine holds
a B.S. in Computer Science and Economics from Duke University. The Nominating Committee believes Mr. Levine should serve on
the Board due to his extensive background in and experience with the venture capital industry, providing guidance and counsel to a
wide variety of Internet and technology companies and serving on the boards of directors of a range of private companies.

THE BOARD RECOMMENDS
A VOTE “FOR” ALL OF THE NAMED NOMINEES

DIRECTORS CONTINUING IN OFFICE UNTIL THE 2014 ANNUAL MEETING

Diane Irvine most recently served as Chief Executive Officer of Blue Nile, Inc., an online retailer of diamonds and fine jewelry,
from February 2008 to November 2011 and as President from February 2007 to November 2011. Ms. Irvine also served on the board
of directors of Blue Nile from May 2001 to November 2011, and she served as Chief Financial Officer of Blue Nile from December
1999 to September 2007. From February 1994 to May 1999, Ms. Irvine served as Vice President and Chief Financial Officer of Plum
Creek Timber Company, Inc., a timberland management and wood products company. From September 1981 to February 1994, Ms.
Irvine served in various capacities, most recently as a partner, with Coopers and Lybrand LLP, an accounting firm. Ms. Irvine
currently serves on the board of directors of CafePress Inc., an e-commerce platform, which she joined in May 2012, and formerly
served on the board of directors of Ticketmaster Entertainment, Inc., a live entertainment ticketing and marketing company, from
August 2008 to January 2010 and Davidson Companies, an investment banking and asset management company, from January 1998
to January 2009. Ms. Irvine holds a B.S. in Accounting from Illinois State University and an M.S. in Taxation from Golden Gate
University. The Nominating Committee believes Ms. Irvine should serve on the Board due to her financial expertise and extensive
experience in public company management.
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Max Levchin is currently an investor in and adviser to emerging technology companies. Previously, Mr. Levchin was Vice
President of Engineering at Google, Inc., an Internet search company, from August 2010 to August 2011. Prior to Google, Mr.
Levchin was founder and Chief Executive Officer of Slide, Inc., a developer of social applications such as photo and video self-
expression and social games, from January 2005 to August 2010, when it was acquired by Google. Prior to founding Slide, Mr.
Levchin was Chief Technology Officer and a director at PayPal, Inc., an online payment company, from March 2000 to December
2002, when it was acquired by eBay. Mr. Levchin co-founded Confinity Inc., an Internet and electronics company, in December 1998,
and served as the Chief Technology Officer and a director through March 2000, when Confinity merged with X.com and became
PayPal. Mr. Levchin founded NetMeridian Software, a developer of early palm-top security applications, in January 1996, and served
as Chief Executive Officer from January 1996 to December 1998. Mr. Levchin currently serves on the board of directors of Yahoo!
Inc., which he joined in December 2012. He received a B.S. in Computer Science from the University of Illinois, Urbana-Champaign
in 1997. The Nominating Committee believes Mr. Levchin should serve on the Board due to his extensive background and experience
in the social media and Internet industry and as a seasoned entrepreneur.

Keith Rabois has been a Partner at Khosla Ventures, a venture capital firm, since February 2013. Mr. Rabois served as the Chief
Operating Officer of Square, Inc., a service allowing anyone to accept credit cards utilizing a smartphone, from August 2010 to
January 2013. Prior to Square, Mr. Rabois was the Vice President of Strategy & Business Development for Slide from May 2007 to
August 2010, when it was acquired by Google. Prior to Slide, Mr. Rabois was Vice President of Business and Corporate Development
at LinkedIn Corporation, a professional online network, from January 2005 to May 2007. Previously, he was Chief Operating Officer
of Epoch Innovations, Inc., a research and investment information company, from December 2003 to December 2004 and was an
Entrepreneur in Residence at Clarium Capital Management, an investment management company and hedge fund, from January 2003
to December 2003. Previously, Mr. Rabois held various positions at PayPal from November 2000 to November 2002, most recently
Executive Vice President of Business Development, Public Affairs and Policy. He was previously Vice President of Business
Development at Voter.com from February 2000 to November 2000 and Policy Director at Quayle 2000, the company running the
presidential campaign for Dan Quayle, from April 1999 to October 1999. Mr. Rabois was an associate at Sullivan & Cromwell LLP, a
law firm, from October 1995 to March 1999 and was a law clerk for the Honorable Edith H. Jones, United States Court of Appeals for
the Fifth Circuit from August 1994 to August 1995. Mr. Rabois currently serves on the board of directors of Xoom Corporation, a
global money transfer company, which he joined in June 2003. He holds a J.D. from Harvard Law School and a B.A. in Political
Science from Stanford University. The Nominating Committee believes Mr. Rabois should serve on the Board due to his extensive
background and experience in the social media and Internet industry and as a seasoned investor.

DIRECTORS CONTINUING IN OFFICE UNTIL THE 2015 ANNUAL MEETING

Geoff Donaker has served as our Chief Operating Officer since June 2006. Since joining us in November 2005 as the Vice
President of Business Development, Mr. Donaker has helped to orchestrate our geographic expansion, build our revenue lines and hire
our management team. Prior to joining us, Mr. Donaker served in several roles at eBay, including Director of International Categories
and Director of Collectibles, from May 2001 to November 2005. Prior to eBay, he held various management and marketing roles at
Internet companies, including Voter.com, Excite@Home, an Internet search provider, and Excite, from 1998 through 2000. Mr.
Donaker began his career with Mercer Management Consulting (now Oliver Wyman) from August 1995 to January 1998. He holds a
B.S. in Mechanical Engineering from Stanford University. The Nominating Committee believes Mr. Donaker should serve on the
Board due to his experience in the Internet industry and the perspective gained from working with us since our early stages.
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Robert Gibbs has been a contributor to cable news channel MSNBC since February 2013. Mr. Gibbs previously served as a senior
campaign advisor to President Barack Obama for the 2012 presidential election from January 2012 to November 2012. From January
2009 to February 2011, he served as the 28th White House Press Secretary. Prior to January 2009, Mr. Gibbs was the communications
director for then-U.S. Senator Obama and for Mr. Obama’s 2008 presidential campaign. Previously, Mr. Gibbs was press secretary of
John Kerry’s 2004 presidential campaign and has previously specialized in Senate campaigns, having served as communications
director for the Democratic Senatorial Campaign Committee and for four individual Senate campaigns, including those of Mr. Obama
in 2004 and Fritz Hollings in 1998. Mr. Gibbs holds a B.A. in Political Science from North Carolina State University. The Nominating
Committee believes Mr. Gibbs should serve on the Board due to his significant media, communications and public policy experience.

Jeremy Stoppelman is our co-founder and has served as our Chief Executive Officer since our inception in 2004. Prior to joining
us, Mr. Stoppelman served as the Vice President of Engineering at PayPal from February 2000 to June 2003. Prior to PayPal, Mr.
Stoppelman was a software engineer at Excite@Home from August 1999 to January 2000. He holds a B.S. in Computer Engineering
from the University of Illinois. The Nominating Committee believes Mr. Stoppelman should serve on the Board due to the perspective
gained from his experience as one of our founders and our Chief Executive Officer and his experience in the Internet industry.

INFORMATION REGARDING THE BOARD OF DIRECTORS AND CORPORATE GOVERNANCE
INDEPENDENCE OF THE BOARD

Under the NYSE listing standards, a majority of the members of a listed company’s board of directors must qualify as
“independent,” as affirmatively determined by its board of directors. The Board consults with our counsel to ensure that its
determinations are consistent with relevant securities and other laws and regulations regarding the definition of “independent,”
including those set forth in pertinent listing standards of the NYSE, as in effect from time to time.

Consistent with these considerations, after review of all relevant identified transactions or relationships between each director, or
any of his or her family members, and the Company, our executive management and independent auditors, the Board has affirmatively
determined that the following seven directors are independent directors within the meaning of the applicable NYSE listing standards:
M. Irvine and Messrs. Anderson, Fenton, Gibbs, Levchin, Levine and Rabois.

In making this determination, the Board found that none of these directors or nominees for director had a material or other
disqualifying relationship with the Company. It considered the current and prior relationships that each non-employee director has
with our company and each other and all other facts and circumstances the Board deemed relevant in determining their independence,
including the beneficial ownership of our capital stock by each non-employee director. Mr. Stoppelman, our Chief Executive Officer,
and Mr. Donaker, our Chief Operating Officer, are not independent directors by virtue of their employment with the Company.
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BOARD LEADERSHIP STRUCTURE

Our Board currently has both an independent Chairman and a Lead Independent Director: Messrs. Levchin and Anderson,
respectively. Mr. Levchin has authority, among other things, to call and preside over Board meetings and, together with Mr. Anderson,
set meeting agendas. As a result of Mr. Levchin’s extensive history with and knowledge of Yelp, he is able to provide valuable insight
and help ensure that the Board and management act with a common purpose. In our view, having a Chairman far removed from
management has the potential to give rise to divided leadership, which could interfere with good decision making or weaken our
ability to develop and implement strategy. Instead, we believe that Mr. Levchin’s history with the Company makes him best
positioned to act as a bridge between management and the Board, facilitating the regular flow of information and implementation of
our strategic initiatives and business plans.

While the Board believes that Mr. Levchin’s service as Chairman is appropriate and in the best interests the Company and our
stockholders, it determined that it would be beneficial to have a Lead Independent Director as well to reinforce the independence of
the Board in its oversight of our business and affairs. In particular, the Board believes that having a Lead Independent Director to
complement a Chairman with an extensive history with the Company helps foster an environment that is conducive to objective
evaluation and oversight of management’s performance, increasing management accountability and improving the ability of the Board
to monitor whether management’s actions are in the best interests of the Company and our stockholders. Accordingly, the Board
appointed Mr. Anderson, an independent director with deep technology and financial experience, as Lead Independent Director in
November 2011. Under our Bylaws and Corporate Governance Guidelines, the Lead Independent Director has authority, among other
things, to establish meeting agendas with the Chairman, preside over and establish agendas for executive sessions of the independent
directors and preside over any portions of meetings of the Board at which (i) the evaluation or compensation of the Chief Executive
Officer is presented or discussed and (ii) the performance of the Board is presented or discussed.

Together, our Chairman and Lead Independent Director have substantial ability to shape the work of the Board. The Board
believes that Mr. Levchin’s tenure with and knowledge of Yelp, combined with Mr. Anderson’s significant experience on the boards
of directors of other public and private technology companies at various stages of development, enhances the effectiveness of the
Board as a whole.

ROLE OF THE BOARD IN RISK OVERSIGHT

Our Board recognizes the importance of effective risk oversight in running a successful business and in fulfilling its fiduciary
responsibilities to Yelp and its stockholders. While our management is responsible for the day-to-day management of the risks that we
face, the Board is responsible for overseeing our aggregate risk profile and our risk management process, as well as ensuring that an
appropriate culture of risk management exists within the Company and setting the right “tone at the top.”
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The Board believes that its current leadership structure facilitates its risk oversight responsibilities. In particular, the Board
believes the Lead Independent Director, majority-independent Board and independent Board committees provide a well-functioning
and effective balance to an experienced Chairman and the members of our executive management on the Board. Although the Board
does not have a standing risk management committee, it administers its oversight function directly as well as through its standing
committees that address risks inherent in their respective areas of oversight. In particular, our Board is responsible for monitoring and
assessing strategic risk exposure, including a determination of the nature and level of risk appropriate for the Company.

The Audit Committee of the Board, or the Audit Committee, has the responsibility to consider and discuss our major financial risk
exposures and the steps our management has taken to monitor and control these exposures, including guidelines and policies to govern
the process by which risk assessment and management are undertaken. Our Audit Committee also monitors compliance with legal and
regulatory requirements, in addition to oversight of the performance of our internal audit function.

Our Nominating Committee oversees risks related to our overall corporate governance, including Board and committee
composition, Board size and structure and director independence, as well as succession planning for the Board and management. In
addition, the Nominating Committee monitors the effectiveness of our Corporate Governance Guidelines and Code of Business
Conduct and Ethics, including whether they are successful in preventing illegal and improper liability-creating conduct.

The Compensation Committee of the Board, or the Compensation Committee, assesses and monitors whether any of our
compensation policies and programs has the potential to encourage excessive risk-taking. For additional information regarding the
Compensation Committee’s review of compensation-related risk, please see the section of this Proxy Statement entitled “Executive
Compensation—Compensation Risk Assessment.”

Both the Board as a whole and the various standing committees receive periodic reports from executive management, as well as
incidental reports as matters may arise. It is the responsibility of the committee chairs to report findings regarding material risk
exposures to the Board as appropriate.

MEETINGS OF THE BOARD

The Board met four times during 2012, Each Board member attended at least 75% of the aggregate number of meetings of the
Board and of the committees on which he or she served, held during the portion of the last fiscal year for which he or she was a
director or committee member.

As required under applicable NYSE listing standards, in 2012, the independent directors met twice in regularly scheduled
executive sessions at which only independent directors were present. The Lead Independent Director generally presides over the
executive sessions.
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INFORMATION REGARDING COMMITTEES OF THE BOARD

The Board has three standing committees: the Audit Committee, Compensation Committee and Nominating Committee. The

following table provides membership and meeting information for the year ended December 31, 2012 for each of the Board

committees:
Name Audit Compensation  Nominating
Max Levchin i
Fred Anderson :i(‘) ‘
Peter Fenton a
Diane Itvine ﬁ
Jeremy Levine i(Z) i(3)
Keith Rabois 52(2) E
Total meetings in 2012 8 5 1

&
M

@

(€)

Committee Chairperson

Committee Member

Mr. Anderson resigned from the Audit Committee, and the Board appointed Mr. Gibbs to the Audit Committee, effective
February 28, 2013.

Mr. Levine resigned from the Audit Committee, and the Board appointed Mr. Rabois to the Audit Committee, effective April
25, 2012.

The Board appointed Mr. Levine to the Nominating Committee on April 25, 2012, upon his resignation from the Audit
Committee.
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Below is a description of each committee of the Board. The Board has determined that each member of each committee meets the
applicable NYSE rules and regulations regarding “independence” and that each member is free of any relationship that would impair
his or her individual exercise of independent judgment with regard to Yelp.

Audit Committee

The Board established the Audit Committee to oversee our corporate accounting and financial reporting processes, systems of
internal control over financial reporting and audits of our financial statements and the quality and integrity of our financial statements
and reports. For this purpose, the Audit Committee performs several functions, including:

e reviewing and pre-approving the engagement of our independent registered public accounting firm to perform audit services
and any permissible non-audit services;

e evaluating the performance of our independent registered public accounting firm and deciding whether to retain its services;

e monitoring the rotation of partners of our independent registered public accounting firm on our engagement team as required
by law;

e reviewing our annual and quarterly financial statements and reports and discussing the statements and reports with our

independent registered public accounting firm and management, including a review of disclosures under “Management’s
Discussion and Analysis of Financial Conditions and Results of Operations”;

e conferring with management and our independent registered public accounting firm regarding the scope, adequacy and
effectiveness of our internal control over financial reporting;

e considering and approving or disapproving all related party transactions;

e reviewing, with our independent registered public accounting firm and management, significant issues that may arise regarding
accounting principles and financial statement presentation, as well as matters concerning the scope, adequacy and effectiveness
of our financial controls;

e conducting an annual assessment of the performance of the Audit Committee and its members, and the adequacy of its charter;
and

e establishing procedures for the receipt, retention and treatment of complaints received by us regarding financial controls,
accounting or auditing mattes.
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The Audit Committee is currently composed of three directors, Ms. Irvine and Messrs. Gibbs and Rabois, each of whom the Board
has determined to be independent (as independence is currently defined in Sections 303A.01 and .02 of the NYSE listing standards
and in Rule 10A-3(b)(1) promulgated under the Exchange Act). Mr. Levine served on the Audit Committee until April 25, 2012, when
he resigned to bring the composition of our Audit Committee into compliance with independence requirements for publicly-traded
companies. Mr. Anderson served on the Audit Committee until February 28, 2013, when he resigned in connection with the expiration
of the Audit Committee independence phase-in period available for newly-listed companies. Messrs. Levine and Anderson do not
meet the definition for independence for Audit Committee members under Rule 10A-3(b)(1) due to their beneficial ownership of a
significant percentage of our capital stock. The Board appointed Mr. Rabois to replace Mr. Levine effective on April 25, 2012. The
Board appointed Mr. Gibbs to replace Mr. Anderson effective on February 28, 2013.

The Board has also determined that Ms. Irvine qualifies as an “audit committee financial expert,” as defined in applicable SEC
rules. The Board made a qualitative assessment of Ms. Irvine’s level of knowledge and experience based on a number of factors,
including her formal education and experience as described in her biography included in this Proxy Statement. Ms. Irvine is the Chair
of the Audit Committee.

The Audit Committee has adopted a written charter that is available to stockholders on our website at http:/www.yelp-
ir.com/phoenix.zhtml?c=250809&p=irol-govhighlights.
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Report of the Audit Committee of the Board of Directors®

The Audit Committee has reviewed and discussed the audited financial statements for the year ended December 31, 2012 with
management of the Company. The Audit Committee has discussed with the independent registered public accounting firm the matters
required to be discussed by Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1. AU
section 380), as adopted by the Public Company Accounting Oversight Board (“PCAOB”) in Rule 3200T. The Audit Committee has
also received the written disclosures and the letter from the independent registered public accounting firm required by applicable
requirements of the PCAOB regarding the independent accountants’ communications with the Audit Committee concerning
independence, and has discussed with the independent registered public accounting firm the accounting firm’s independence. Based
on the foregoing, the Audit Committee has recommended to the Board that the audited financial statements be included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2012,

Respectfully submitted,
The Audit Committee of the Board of Directors

Diane Irvine, Chair
Fred Anderson
Keith Rabois

(1)  The material in this report is not “soliciting material,” is furnished to, but not deemed “filed” with, the SEC and is not deemed
to be incorporated by reference in any filing of Yelp under the Securities Act or the Exchange Act, whether made before or
after the date hereof and irrespective of any general incorporation language in any such filing.

Compensation Committee

The Board established the Compensation Committee to oversee our compensation policies, plans and programs, and to review and
determine the compensation to be paid to our executive officers and directors. The functions of the Compensation Committee include:

¢ determining the compensation and other terms of employment of our Chief Executive Officer and our other executive officers
and reviewing and approving corporate performance goals and objectives relevant to such compensation, if appropriate;

e reviewing and recommending to the full Board the compensation of our directors;

e evaluating, adopting and administering the equity incentive plans, compensation plans and similar programs advisable for us,
as well as modification or termination of existing plans and programs;

o establishing policies with respect to equity compensation arrangements;

e reviewing with management our disclosures under the caption “Compensation Discussion and Analysis” and recommending to
the full Board its inclusion in our periodic reports to be filed with the SEC; and

e reviewing and evaluating, at least annually, the performance of the Compensation Committee and the adequacy of its charter.
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Our Compensation Committee is currently composed of two directors, Messrs. Fenton and Anderson, each of whom the Board has
determined to be independent under the NYSE listing standards, a “non-employee director” as defined in Rule 16b-3 promulgated
under the Exchange Act and an “outside director” as that term is defined in Section 162(m) of the Internal Revenue Code of 1986, as
amended, or the Code. Mr. Fenton is the Chair of the Compensation Committee.

The Compensation Committee has adopted a written charter that is available to stockholders on our website at http://www.yelp-
ir.com/phoenix.zhtml?c=250809&p=irol-govhighlights. Under its charter, the Compensation Committee may form and delegate
authority to subcommittees as appropriate, including, but not limited to, a subcommittee composed of one or more members of the
Board to grant stock awards under our equity incentive plans.

The specific determinations of the Compensation Committee with respect to executive compensation for 2012 and the
Compensation Committee Report, as well as the Compensation Committee’s processes and procedures and the role of our executive
officers in recommending and determining executive compensation, are described in detail in the section of this Proxy Statement
entitled “Executive Compensation—Compensation Discussion and Analysis.” Our compensation arrangements for our non-employee
directors are described under the section of this Proxy Statement entitled “—~Director Compensation” below.

Compensation Committee Interlocks and Insider Participation

No member of the Compensation Commiittee is currently or has been at any time one of our officers or employees. None of our
executive officers currently serves, or has served during the last year, as a member of the board of directors or compensation
committee of any entity that has one or more executive officers serving as a member of our Board or Compensation Committee.

Nominating and Corporate Governance Committee

The Board established the Nominating Committee to oversee our corporate governance functions. Specifically, the functions of the
Nominating Committee include:

e reviewing periodically and evaluating director performance on our Board and its applicable committees, and recommending to
the Board and management areas for improvement;

o interviewing, evaluating, nominating and recommending individuals for membership on our Board;
e reviewing and recommending to our Board any amendments to our corporate governance policies; and
e reviewing and assessing, at least annually, the performance of the Nominating Committee and the adequacy of its charter.
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The Nominating Committee is currently composed of three directors, Messrs. Rabois, Levchin and Levine, each of whom the
Board has determined to be independent under the NYSE listing standards. Mr. Rabois is the Chair of the Nominating Committee.

The Nominating Committee has adopted a written charter that is available to stockholders on our website at http://www.yelp-
ir.com/phoenix.zhtm1?c=250809&p=irol-govhighlights.

The Nominating Committee believes that candidates for director should have certain minimum qualifications, including being able
to read and understand basic financial statements, being over 21 years of age and having the highest personal integrity and ethics. The
Nominating Committee also considers such factors as possessing relevant expertise upon which to be able to offer advice and
guidance to management, having sufficient time to devote to the affairs of the Company, demonstrated excellence in his or her field,
having the ability to exercise sound business judgment and having the commitment to rigorously represent the long-term interests of
our stockholders. However, the Nominating Committee retains the right to modify these qualifications from time to time. Candidates
for director are reviewed in the context of the current composition of the Board, the operating requirements of the Company and the
long-term interests of stockholders.

In conducting this assessment, the Nominating Committee typically considers diversity, age, skills and such other factors as it
deems appropriate given the current needs of the Board and the Company, to maintain a balance of knowledge, experience and
capability. In the case of incumbent directors whose terms of office are set to expire, the Nominating Committee reviews such
directors’ overall service to the Company during their term, including the number of meetings attended, level of participation, quality
of performance and any other relationships and transactions that might impair such directors’ independence. In the case of new
director candidates, the Nominating Committee also determines whether the nominee is independent for NYSE purposes, which
determination is based upon NYSE listing standards, applicable SEC rules and regulations and the advice of counsel, if necessary. The
Nominating Committee meets to discuss and consider candidates’ qualifications and then selects nominee(s) for recommendation to

the Board by majority vote.

To identify candidates for Board membership, the Nominating Committee uses its network of contacts to compile a list of potential
candidates, but may also engage, if it deems appropriate, a professional search firm. The Nominating Committee conducts any
appropriate and necessary inquiries into the backgrounds and qualifications of possible candidates after considering the function and
needs of the Board.

At this time, the Nominating Committee does not have a policy with regard to the consideration of director candidates
recommended by stockholders. The Nominating Committee believes that it is in the best position to identify, review, evaluate and
select qualified candidates for Board membership, based on the comprehensive criteria for Board membership approved by the Board.

STOCKHOLDER COMMUNICATIONS WITH THE BOARD
Stockholders may communicate with our Board at the following address:

The Board of Directors
c/o Corporate Secretary
Yelp Inc.

706 Mission Street

San Francisco, CA 94103
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Communications are distributed to the Board or to a particular director, as appropriate, depending on the facts and circumstances
outlined in the communication. In addition, material that is unduly hostile, threatening, illegal or similarly unsuitable will be excluded,
with the provision that any communication that is filtered out will be made available to any non-management director upon request.

CopE oF ETHICS

Our Board has adopted a Code of Business Conduct and Ethics that applies to all officers, directors and employees, including
those officers responsible for financial reporting. The Code of Business Conduct and Ethics is available on our website at
http://www.yelp-ir.com/phoenix.zhtml?¢=250809&p=irol-govhighlights. If we make any substantive amendments to the Code of
Business Conduct and Ethics or grant any waiver from a provision of the Code to any executive officer or director, we will promptly
disclose the nature of the amendment or waiver on our website.

CORPORATE GOVERNANCE GUIDELINES

In January 2012, the Board documented the governance practices followed by the Company by adopting Corporate Governance
Guidelines to assure that the Board will have the necessary authority and practices in place to review and evaluate our business
operations as needed and to make decisions that are independent of our management. The guidelines are also intended to align the
interests of directors and management with those of our stockholders. The Corporate Governance Guidelines set forth the practices the
Board intends to follow with respect to Board composition and selection, Board meetings and involvement of executive management,
Chief Executive Officer performance evaluation and succession planning, and Board committees and compensation. The Corporate
Governance Guidelines, as well as the charters for each committee of the Board, may be viewed at http://www.yelp-
ir.com/phoenix.zhtml?c=250809&p=irol-govhighlights.

DIRECTOR COMPENSATION

The following table shows, for the year ended December 31, 2012, certain information with respect to the compensation of each of
our non-employee directors.

Director Compensation for the Year Ended December 31, 2012

Fees Earned or Option Awards
Name Paid in Cash (§) ®MDHQ)3) Total ($)

Diane Irvine 30,000 — 30,0

(1)  The amount in this column represents the aggregate grant date fair value of a stock option award granted during the year ended
December 31, 2012 calculated in accordance with Financial Accounting Standards Board Accounting Standards Codification
Topic 718, or ASC Topic 718. Assumptions used in the calculation of the grant date fair value are set forth in Note 11,
“Stockholders’ Equity (Deficit)” in our Annual Report on Form 10-K for the year ended December 31, 2012,

(2)  Mr. Gibbs was granted an option to purchase 25,000 shares of Class A Common Stock at an exercise price of $16.71 on May
31, 2012. Such option vests over four years, with 25% vesting on the one-year anniversary of the date of grant and the
remainder vesting on a monthly basis thereafter.

(3) The aggregate number of shares subject to outstanding stock options held by each director listed in the table above as of
December 31, 2012 was as follows: 25,000 shares of Class A Common Stock for Mr. Gibbs and 25,000 shares of Class B
Common Stock for Ms. Irvine.
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Director Compensation Arrangements

We have a policy of reimbursing our directors for their reasonable out-of-pocket expenses incurred in attending Board and Board
committee meetings. Neither of our employee directors receives additional compensation for his service on the Board. In addition,
given the value of the investments made by certain of our non-employee directors or their affiliated funds, as well as the internal
policies of certain of those funds, we do not currently provide non-employee directors who are affiliated with an institutional or
venture investor of the Company with compensation for their service on the Board.

Non-employee directors who are not affiliated with an institutional or venture investor of the Company receive the following cash
compensation for Board and Board committee services, as applicable.

e $20,000 per year for service as a Board member;
e $10,000 per year for service as the chair of the Audit Committee or Compensation Committee;

e $5,000 per year for service as a member of the Audit Committee or Compensation Committee (other than as chair) or chair of
any other committee; and

e $2,500 per year for service as a member of any other committee (other than as chair).

Each non-employee director who is not affiliated with an institutional or venture investor of the Company will also be entitled to
receive an option to purchase 10,000 shares of our Class A Common Stock every other year on the date of our annual meeting of
stockholders, beginning with the Annual Meeting. Each such option will vest in equal monthly installments over four years following
the date of grant. For the year ending December 31, 2013, Ms. Irvine and Messrs. Gibbs and Rabois will be eligible to receive such
compensation, In addition, any new chair of the Audit Committee (if a new director) will also receive an option grant of 25,000 shares
of Class A Common Stock. The option will vest over four years, with 25% vesting on the one-year anniversary of the date of grant and
the remainder vesting on a monthly basis thereafter. We grant stock options with an exercise price not less than the fair market value
of our Class A Common Stock on the date of grant. We do not have, nor do we plan to establish, any program, plan or practice to time
stock option grants in coordination with releasing material non-public information.
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PROPOSAL NO. 2

APPROVAL OF 2012 EQUITY INCENTIVE PLAN, AS AMENDED !

On January 30, 2013, our Board and Compensation Committee approved the amendment of our 2012 Equity Incentive Plan, or
2012 Plan, subject to stockholder approval, to increase the aggregate number of shares of our Class A Common Stock that may be
issued pursuant to awards under the 2012 Plan from 16,257,359 to 18,257,359. Accordingly, our Board is requesting stockholder
approval of our 2012 Plan, as amended, or the Amended 2012 Plan.

Stockholder approval of the Amended 2012 Plan will also constitute approval of terms and conditions in the Amended 2012 Plan
that will permit us to grant stock options and performance awards under the Amended 2012 Plan that may qualify as “performance-
based compensation” within the meaning of Section 162(m) of the Code. Section 162(m) of the Code disallows a deduction to any
publicly-held corporation and its affiliates for certain compensation paid to “covered employees” in a taxable year to the extent that
compensation paid to a covered employee exceeds $1,000,000. However, some kinds of compensation, including qualified
“performance-based compensation,” are not subject to this deduction limitation. While we believe it is in the best interests of Yelp and
our stockholders to preserve the ability to grant “performance-based compensation” under Section 162(m) of the Code, in certain
circumstances, we may determine to grant compensation to covered employees that will not qualify as “performance-based
compensation” for purposes of Section 162(m) of the Code. Moreover, even if we intend to grant compensation that qualifies as
“performance-based compensation,” we cannot guarantee that such compensation ultimately will be deductible by us. For the grant of
awards under a plan to qualify as “performance-based compensation™ under Section 162(m) of the Code, among other things, the plan
must (1) describe the employees eligible to receive such awards, (2) provide a per-person limit on the number of shares subject to
stock options and performance stock awards, and the amount of cash that may be subject to performance cash awards, granted to any
employee under the plan in any year and (3) include one or more pre-established business criteria upon which the performance goals
for performance awards may be granted (or become vested and/or exercisable). These terms must be approved by stockholders and,
accordingly, we are requesting our stockholders to approve the Amended 2012 Plan, which includes terms regarding eligibility for
awards, per-person limits on awards and the business criteria for performance awards granted under the Amended 2012 Plan (as
described below).

In this Proposal No. 2, we are requesting stockholder approval of the Amended 2012 Plan to:

e increase the aggregate number of shares of our Class A Common Stock reserved for issuance under the Amended 2012 Plan by
2,000,000 shares, from 16,257,359 to 18,257,359 shares; and

o approve the performance criteria upon which performance goals may be based with respect to performance awards under the
Amended 2012 Plan as well as the permitted means of adjustment when calculating the attainment of performance awards
granted under the Amended 2012 Plan.
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The Amended 2012 Plan will become effective immediately upon stockholder approval of this Proposal No. 2 at the Annual
Meeting.

BACKGROUND

In January 2012, the Board adopted, and our stockholders subsequently approved, the existing 2012 Plan. On January 25, 2012,
the Board approved a one-for-four reverse split of our common stock, which became effective on February 2, 2012. For purposes of
clarity, the numbers of our shares of Class A Common Stock set forth in this Proposal No. 2 are on a post-split basis. The initial
maximum number of shares of our Class A Common Stock issuable pursuant to awards under the 2012 Plan at the time of our initial
public offering was 13,717,149 shares, which number is the sum of (i) 3,575,500 shares, (ii) 146,739 shares, representing the number
of shares reserved for issuance under our 2011 Equity Incentive Plan, or 2011 Plan, at the time our 2012 Plan became effective, and
(iii) any shares subject to stock options or other stock awards granted under our 2011 Plan or our 2005 Equity Incentive Plan, or 2005
Plan, that would have otherwise returned to our 2011 Plan or our 2005 Plan, as applicable (such as upon the expiration or termination
of a stock award prior to vesting), not to exceed 9,994,910 shares. On January 1, 2013, the number of shares reserved for issuance
under the 2012 Plan automatically increased from 13,717,149 to 16,257,359 shares of Class A Common Stock pursuant to a ten-year
“evergreen” provision included in the 2012 Plan, as described below.

As of December 31, 2012, options to purchase 2,330,653 shares of Class A Common Stock granted pursuant to our 2012 Plan
were outstanding, 283,215 shares of Class A Common Stock were subject to issuance upon settlement of unvested restricted stock unit
awards, or RSUs, issued pursuant to our 2012 Plan and 300 shares of Class A Common Stock had been issued pursuant to the exercise
of options under our 2012 Plan. As of December 31, 2012, the outstanding options issued pursuant to our 2012 Plan had a weighted
average exercise price of approximately $21.97 per share.

The Compensation Committee believes that our ability to provide equity compensation has been, and will continue to be, vital to
our ability to attract and retain highly qualified and skilled employees. At the time the Board approved our 2012 Plan in January 2012,
it believed that the shares of our Class A Common Stock reserved for issuance under the 2012 Plan, as detailed above, plus the
automatic annual increase in shares reserved pursuant to the “evergreen” provision, would allow us to provide adequate equity
compensation to our employees based on internal forecasts, including our anticipated growth rates. However, since then we have
aggressively invested in the growth of our business, including hiring additional employees, resulting in rapid growth in our headcount
and operations. The number of our full-time employees has increased from 918 as of December 31, 2011 to approximately 1,400 as of
the date of this Proxy Statement, representing an increase of approximately 53%. As a result of this faster than anticipated growth in
headcount, the Compensation Committee determined that increasing the aggregate number of shares of our Class A Common Stock
reserved for issuance under the 2012 Plan by 2,000,000 shares would be appropriate to facilitate the continued growth of our business
by enabling us to continue to attract, retain and incentivize employees through the grant of equity compensation.
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If this Proposal No. 2 is approved by our stockholders, the Amended 2012 Plan will become effective on the date of the Annual
Meeting. In the event our stockholders do not approve this Proposal No. 2, the 2012 Plan will continue in its current form, and the
aggregate maximum number of shares of our Class A Common Stock that may be issued pursuant to awards under the 2012 Plan will
be 16,257,359 (and not 18,257,359 shares).

OVERHANG

The following table provides certain additional information regarding our equity incentive program.

As of December 31,
2012

Weighted-Average Exercise Price Per Share of Outstanding Stock Options((® b ) $ 10 00

As of April 8, 2013
(Record Date)

Closing Price of Class A Common Stock as Reported on the NYSE \ $ 25.00

(1)  Includes all awards under our 2012 Plan, 2011 Plan and 2005 Plan. Shares subject to awards granted under our 2011 Plan and
2005 Plan that would have otherwise returned to such plans, such as upon the expiration or termination of an award prior to
vesting, will become available for future grant under our 2012 Plan.

(2)  Includes both Class A Common Stock and Class B Common Stock, considered together on an as-converted basis.

(3)  Includes the effect of an automatic increase in the number of shares reserved for issuance under the 2012 Plan on January 1,
2013, pursuant to an evergreen provision, as described in this Proxy Statement.

(4)  Includes the effect of an automatic increase in the number of shares reserved for issuance under the 2012 ESPP on January 1,
2013, pursuant to an evergreen provision (as described in note (4) under the section “Securities Authorized for Issuance Under
Equity Compensation Plans™).
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BURN RATE

The following table provides detailed information regarding the activity related to our equity incentive plans for the year ended
December 31, 2012,

2012

Shares of Class A Common Stock Subject to RSUs Granted(!) A h 288,195

Shares of Class A Con{mon Sfock Subject to RSUs Cancelled® o ‘ 4,980

(1)  Includes awards under our 2012 Plan, 2011 Plan and 2005 Plan. In 2012, only stock options and RSUs were granted or
cancelled.

(2) Includes both Class A Common Stock and Class B Common Stock, considered together on an as-converted basis.

DESCRIPTION OF THE AMENDED 2012 PLAN

The material features of the Amended 2012 Plan are summarized below. The following description of the Amended 2012 Plan is a
summary only and is qualified in its entirety by reference to the Amended 2012 Plan itself, which is attached to this Proxy Statement
as Annex A.

General

The Amended 2012 Plan provides for the grant of incentive stock options, nonstatutory stock options, stock appreciation rights,
restricted stock awards, restricted stock unit awards, performance-based stock awards and other stock awards, which we refer to
collectively as awards. Additionally, the Amended 2012 Plan provides for the grant of performance cash awards to our employees,
directors and consultants. Incentive stock options granted under the Amended 2012 Plan are intended to qualify as “incentive stock
options” within the meaning of Section 422 of the Code. Nonstatutory stock options granted under the Amended 2012 Plan are not
intended to qualify as incentive stock options under the Code. To date, we have granted stock options and RSUs under the 2012 Plan.

Purpose

The purpose of the Amended 2012 Plan is to promote the success and enhance the value of Yelp by aligning the interests of
employees, directors and consultants of Yelp and our subsidiaries to those of our stockholders and by providing such individuals with
an incentive for outstanding performance to generate superior returns to our stockholders. The Amended 2012 Plan is further intended
to enable us to grant incentives that will motivate, attract and retain the services of our employees, directors and consultants, and those
of our subsidiaries, upon whose judgment, interest and special effort the successful conduct of our business is largely dependent.

Administration

The Board administers the Amended 2012 Plan. Subject to the terms of the Amended 2012 Plan, the Board has the power to
construe and interpret the Amended 2012 Plan and to determine the terms of awards, including recipients, the exercise, purchase or
strike price of awards, if any, the number of shares of Class A Common Stock subject to each award, the vesting schedule applicable
to the awards, together with any vesting acceleration, and the form of consideration, if any, payable upon exercise or settlement of the
award and the terms of the award agreements for use under the Amended 2012 Plan. All determinations, interpretations and
constructions made by the Board in good faith will be final, binding and conclusive on all persons.
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The Board has the power to delegate administration of the Amended 2012 Plan to a committee of the Board. The Board has
delegated concurrent authority to administer the Amended 2012 Plan to our Compensation Committee.

We currently limit the members of our Compensation Committee to persons who qualify as “outside directors” within the meaning
of Section 162(m) of the Code. This limitation excludes from the committee directors who are (i) current employees of the Company
or an affiliate, (ii) former employees of the Company or an affiliate receiving compensation for past services (other than benefits
under a tax-qualified pension plan), (iii) current and former officers of the Company or an affiliate, (iv) directors currently receiving
direct or indirect remuneration from the Company or an affiliate in any capacity (other than as a director) and (v) any other person
who is otherwise not considered an “outside director” for purposes of Section 162(m) of the Code. As used in this Proposal No. 2 with
respect to the Amended 2012 Plan, the “Board” refers to the Compensation Committee as well as to the Board itself. The Board may
also delegate to one or more of our officers the authority to designate employees (other than officers) to receive specified awards and
determine the number of shares of our Class A Common Stock to be subject to such awards. The Board has delegated such authority
to our Chief Executive Officer. The Chief Executive Officer may not grant an award to himself.

Stock Subject to the Amended 2012 Plan

The maximum number of shares of our Class A Common Stock currently issuable pursuant to awards under the 2012 Plan is
16,257,359 shares, which number is the sum of (i) 6,115,710 shares (representing the number of shares initially reserved for issuance
under the 2012 Plan at the time of our initial public offering pl/us an additional 2,540,210 shares added to the share reserve on January
1, 2013 by operation of an evergreen provision, as described below), (ii) 146,739 shares, representing the number of shares reserved
for issuance under our 2011 Plan at the time our 2012 Plan originally became effective, and (iii) any shares subject to stock options or
other stock awards granted under our 2011 Plan or our 2005 Plan that would have otherwise returned to our 2011 Plan or our 2005
Plan, as applicable (such as upon the expiration or termination of a stock award prior to vesting), not to exceed 9,994,910 shares. If
this Proposal No. 2 is approved by our stockholders, the maximum number of shares of our Class A Common Stock issuable pursuant
to awards under the Amended 2012 Plan will be 18,257,359, which reflects an increase of 2,000,000 shares. In addition, the number of
shares of our Class A Common Stock reserved for issuance under our Amended 2012 Plan will automatically increase on January 1 of
each year, beginning on January 1, 2014 and continuing through and including January 1, 2022, by 4.0% of the total number of shares
of our capital stock outstanding on December 31 of the preceding calendar year, or a lesser number of shares determined by the Board.
Shares issuable under the Amended 2012 Plan will be shares of authorized but unissued or reacquired Class A Common Stock,
including shares repurchased by us on the open market or otherwise.

Shares subject to awards granted under the Amended 2012 Plan that expire or otherwise terminate without being exercised in full,
or that are paid out in cash rather than in shares, will not reduce the number of shares available for issuance under the Amended 2012
Plan. Additionally, shares issued pursuant to awards under our 2012 Plan that we repurchase or that are forfeited, as well as shares
used to pay the exercise price of an award or to satisfy the tax withholding obligations related to an award, will become available for
future grant under the Amended 2012 Plan.

Eligibility

All of the approximately 1,400 employees, three non-employee directors who are not affiliated with an institutional or venture
investors of the Company and 11 consultants of Yelp and our subsidiaries are eligible to participate in the Amended 2012 Plan and
may receive all types of awards other than incentive stock options. Incentive stock options may be granted under the Amended 2012
Plan only to employees (including officers) of Yelp and its subsidiaries. :

No incentive stock option may be granted under the Amended 2012 Plan to any person who, at the time of the grant, owns (or is
deemed to own) stock possessing more than 10% of the total combined voting power of the Company or any affiliate of the Company,
unless the exercise price is at least 110% of the fair market value of the stock subject to the option on the date of grant and the term of
the option does not exceed five years from the date of grant. In addition, the aggregate fair market value, determined at the time of
grant, of the shares of Class A Common Stock with respect to which incentive stock options are exercisable for the first time by a
participant during any calendar year (under the 2005 Plan and the 2011 Plan as well as the Amended 2012 Plan) may not exceed
$100,000. The maximum number of shares of our Class A Common Stock that may be issued upon the exercise of incentive stock
options under our Amended 2012 Plan is 27,500,000 shares.
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Section 162(m) Limits

Under the Amended 2012 Plan, subject to adjustment for any changes in our capitalization, no participant will be eligible to be
granted during any single calendar year:

e awards covering more than 2,000,000 shares of our Class A Common Stock pursuant to stock options, stock appreciation
rights and other awards whose value is determined by reference to an increase over an exercise price or strike price of at least
100% of the fair market value of our Class A Common Stock on the date of grant;

e performance stock awards covering in the aggregate more than 2,000,000 shares of our Class A Common Stock; or

e performance cash awards having a maximum value in excess of $2,000,000.

The above limitations, which we refer to as the Section 162(m) Limitations, are designed to allow us to grant compensation that
may qualify as “performance-based compensation” within the meaning of Section 162(m) of the Code.

Repricing; Cancellation and Re-Grant of Stock Awards

The Board may, with the consent of any adversely affected participant, (1) reprice any outstanding stock option, stock appreciation
right or other stock award by reducing the exercise or purchase price of the stock option, stock appreciation right or other stock award,
(2) cancel any outstanding stock option, stock appreciation right or other stock award in exchange for cash or other stock awards or (3)
take any other action that is treated as a repricing under generally accepted accounting principles.
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Option Awards

The following is a description of the permissible terms of options under the Amended 2012 Plan. The Amended 2012 Plan permits
the grant of incentive stock options and nonstatutory stock options. Individual option grants may be more restrictive as to any or all of
the permissible terms described below.

Exercise Price; Payment. The exercise price of options may not be less than 100% of the fair market value of the shares of our
Class A Common Stock subject to the options on the date of the grant and, in some cases (see “Eligibility” above), may not be less
than 110% of such fair market value. However, an option may be granted with an exercise price that is lower than 100% of the fair
market value of the shares of Class A Common Stock subject to the option on the date of grant if such option is granted pursuant to an
assumption or of substitution of another option pursuant to a corporate transaction (such as a merger), as defined in the Amended 2012
Plan. The exercise price of options granted under the Amended 2012 Plan must be paid either in cash or by check, bank draft or
money order at the time the option is exercised or, to the extent permitted by applicable law and as determined by the Board in its sole
discretion, (i) by delivery of other shares of Class A Common Stock of the Company, (11) through a broker’s “same day sale”
arrangement, (iii) in the case of nonstatutory stock options only, pursuant to a “net exercise” arrangement or (iv) in any other form of
legal consideration acceptable to the Board.

Vesting; Exercisability. Options granted under the Amended 2012 Plan may vest and become exercisable in cumulative increments
as determined by the Board. Shares of Class A Common Stock covered by currently outstanding options under the Amended 2012
Plan typically vest with respect to (i) 25% of the total number of shares of Class A Common Stock subject to the option (rounded
down to the nearest whole share) one year after the vesting commencement date, and as to 1/48% of the shares (rounded down to the
nearest whole share, except for the last vesting installment) each month thereafter, in both cases subject to the participant’s continued
employment by, or service as a director or consultant to, us or an affiliate of ours, or continuous service, on each such vesting date.
Shares of our Class A Common Stock covered by options granted in the future under the Amended 2012 Plan may be subject to
different vesting terms. The Board has the authority to accelerate the time during which an option may vest or be exercised. In
addition, options granted under the Amended 2012 Plan may permit exercise prior to vesting, but in such event the participant may be
required to enter into an early exercise stock purchase agreement that allows the Company to repurchase unvested shares, generally at
their exercise price, should the participant’s service terminate before vesting.

Term; Termination of Continuous Service. The maximum term of options granted under the Amended 2012 Plan is ten years,
except that in certain cases (see “Eligibility”” above) the maximum term is five years. Options granted under the Amended 2012 Plan
generally terminate three months after termination of the participant’s service with us or our affiliates, unless (i) such termination is
for cause, in which case the option will terminate immediately upon the date on which the event giving rise to the participant’s
termination for cause first occurred (or, if required by law, on the date of such termination for cause); (ii) such termination is due to
the participant’s disability, in which case the option may, but need not, provide that it may be exercised (to the extent the option was
exercisable at the time of such termination of service) at any time within 12 months after such termination; (iii) the participant dies
before the participant’s service with us or our affiliates has terminated, or within three months after termination of such service other
than for cause, in which case the option may, but need not, provide that it may be exercised (to the extent the option was exercisable at
the time of the participant’s death) within 18 months after the participant’s death by the participant’s estate or beneficiary; or (iv) the
option by its terms specifically provides otherwise. Individual option grants may provide for post-termination exercisability periods
that are longer or shorter than those described above. In no event may a participant (or a participant’s estate or beneficiary, if
applicable) exercise an option beyond the expiration of the original expiration date of the option, as set forth in the award agreement.

If the exercise of an option following a participant’s termination of continuous service (other than for cause, death or disability)
would be prohibited because the issuance of shares of our Class A Common Stock would violate the registration requirements under
the Securities Act or would violate our insider trading policy, the post-termination exercisability periods may be extended for an
additional period of time as set forth in the Amended 2012 Plan, but in no event may such extended post-termination exercisability
period exceed the original expiration date of the option as set forth in the award agreement.
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Other Awards

The following is a description of the permissible terms of other awards that may be made under the Amended 2012 Plan.
Individual award grants may be more restrictive as to any or all of the permissible terms described below.

Stock Appreciation Rights. Stock appreciation rights, or SARs, may be granted under the Amended 2012 Plan pursuant to SAR
award agreements. Each SAR is denominated in Class A Common Stock share equivalents. SARs generally are subject to the same
terms and conditions as options, as described above under “Option Awards.” The strike price of each SAR will be determined by the
Board but will in no event be less than 100% of the fair market value of the shares of Class A Common Stock subject to the SAR at
the time of grant. The Board may also impose restrictions or conditions upon the vesting of SARs that it deems appropriate. SARs
may be paid in shares of our Class A Common Stock, in cash, in a combination of cash and stock, or in any other form of legal
consideration approved by our Board and set forth in the SAR agreement. SARs are subject to the same conditions upon termination
of service and restrictions on transfer as options under the Amended 2012 Plan.

RSU Awards. RSUs may be granted under the Amended 2012 Plan pursuant to RSU award agreements. Payment of any purchase
price may be made in any legal form acceptable to the Board. RSUs may be settled in shares of our Class A Common Stock, their cash
equivalent, by a combination of cash and stock, or in any other form of legal consideration determined by our Board and set forth in
the RSU award agreement. Dividend equivalents may be credited in respect of shares of our Class A Common Stock covered by an
RSU award, as determined by the Board and set forth in an RSU award agreement. RSU awards may be subject to vesting in
accordance with a vesting schedule to be determined by the Board. Except as otherwise provided in the applicable RSU award
agreement, RSUs that have not vested will be forfeited upon the participant’s termination of continuous service for any reason.

Restricted Stock Awards. Restricted stock awards may be granted under the Amended 2012 Plan pursuant to restricted stock award
agreements. A restricted stock award may be awarded in consideration for cash, check, bank draft or money order payable to us, the
recipient’s services performed for us or an affiliate of ours, or any other form of legal consideration acceptable to the Board. Shares of
our Class A Common Stock acquired under a restricted stock award may be subject to forfeiture in accordance with a vesting schedule
to be determined by the Board. A restricted stock award agreement may provide that any dividends paid on restricted stock will be
subject to the same vesting and forfeiture restrictions as the shares of Class A Common Stock to which such dividends relate. Rights
to acquire shares of our Class A Common Stock under a restricted stock award may be transferred only upon such terms and
conditions as are set forth in the restricted stock award agreement. Except as otherwise provided in the applicable restricted stock
award agreement, restricted stock awards that have not vested will be forfeited upon the participant’s termination of continuous
service for any reason.

. Performance Awards. The Amended 2012 Plan allows the Company to grant cash and stock-based performance awards.
Performance awards may be granted, vest or be exercised based upon the attainment during a specified period of time, or performance
period, of specified performance goals.

A performance stock award is a stock award that may be granted, may vest or may be exercised upon the achievement during a
performance period of specified performance goals. The length of any performance period, the performance goals to be achieved
during the performance period and the measure of whether and to what degree such performance goals have been attained will be
conclusively determined by the Compensation Committee (or, if not required for compliance with Section 162(m) of the Code, the
Board), in its sole discretion. In addition, to the extent permitted by applicable law and the award agreement, the Board may determine
that cash may be used in payment of performance stock awards.

A performance cash award is a cash award that is payable contingent upon the achievement of specified performance goals during
a performance period. A performance cash award may also require the completion of a specified period of continuous service. The
length of any performance period, the performance goals to be achieved during the performance period and the measure of whether
and to what degree such performance goals have been attained will be determined by the Compensation Committee (or, if not required
for compliance with Section 162(m) of the Code, the Board), in its sole discretion. The Board may specify the form of payment of
performance cash awards, which may be cash or other property, or may provide for a participant to elect to have his or her
performance cash award, or such portion thereof as the Board may specify, to be paid in whole or in part in cash or other property.
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In granting a performance award intended to qualify as “performance-based compensation” under Section 162(m) of the Code, the
Compensation Committee will set a period of time, or a performance period, over which the attainment of one or more goals, or
performance goals, will be measured. Within the time period prescribed by Section 162(m) of the Code, at a time when the
achievement of the performance goals remains substantially uncertain (typically no later than the earlier of the 90th day of a
performance period and the date on which 25% of the performance period has elapsed), the Compensation Committee will establish
the performance goals, based upon one or more criteria, or the performance criteria, enumerated in the Amended 2012 Plan and
described below. Prior to the payment of any compensation under any award intended to qualify as “performance-based
compensation” under Section 162(m) of the Code, the Compensation Committee will certify in writing whether the performance goals
have been satisfied. Notwithstanding the satisfaction of the achievement of any performance goals, the number of shares of our Class
A Common Stock, options, cash or other consideration granted, issued, retainable or vested under an award on account of such
satisfaction may be reduced by the Compensation Committee, as determined in its sole discretion. ‘

Performance awards may be subject to one or more of the following performance criteria: (1) earnings (including earnings per
share and net earnings); (2) earnings before interest, taxes and depreciation; (3) earnings before interest, taxes, depreciation and
amortization; (4) earnings before interest, taxes, depreciation, amortization and legal settlements; (5) earnings before interest, taxes,
depreciation, amortization, legal settlements and other income (expense); (6) earnings before interest, taxes, depreciation,
amortization, legal settlements, other income (expense) and stock-based compensation; (7) earnings before interest, taxes,
depreciation, amortization, legal settlements, other income (expense), stock-based compensation and changes in deferred revenue; (8)
total stockholder return; (9) return on equity or average stockholder’s equity; (10) return on assets, investment or capital employed;
(11) stock price; (12) margin (including gross margin); (13) income (before or after taxes); (14) operating income; (15) operating
income after taxes; (16) pre-tax profit; (17) operating cash flow; (18) sales or revenue targets; (19) increases in revenue or product
revenue; (20) expenses and cost reduction goals; (21) improvement in or attainment of working capital levels; (22) economic value
added (or an equivalent metric); (23) market share; (24) cash flow; (25) cash flow per share; (26) share price performance; (27) debt
reduction; (28) implementation or completion of projects or processes; (29) user satisfaction; (30) stockholders’ equity; (31) capital
expenditures; (32) debt levels; (33) operating profit or net operating profit; (34) workforce diversity; (35) growth of net income or
operating income; (36) billings; (37) bookings; (38) the number of users, including but not limited to unique users; (39) employee
retention; and (40) to the extent that an award is not intended to comply with Section 162(m) of the Code, other measures of
performance selected by the Board.
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The Board may establish performance goals on a Company-wide basis, with respect to one or more business units, divisions,
affiliates or business segments, and in either absolute terms or relative to the performance of one or more comparable companies or
the performance of one or more relevant indices. Unless specified otherwise (i) in the award agreement at the time the award is
granted or (ii) in such other document setting forth the performance goals at the time the goals are established, the Board will
appropriately make adjustments in the method of calculating the attainment of the performance goals as follows: (1) to exclude
restructuring and/or other nonrecurring charges; (2) to exclude exchange rate effects; (3) to exclude the effects of changes to generally
accepted accounting principles; (4) to exclude the effects of any statutory adjustments to corporate tax rates; (5) to exclude the effects
of any “extraordinary items” as determined under generally accepted accounting principles; (6) to exclude the dilutive effects of
acquisitions or joint ventures; (7) to assume that any business divested by us achieved performance objectives at targeted levels during
the balance of a performance period following such divestiture; (8) to exclude the effect of any change in the outstanding shares of our
common stock by reason of any stock dividend or split, stock repurchase, reorganization, recapitalization, merger, consolidation, spin-
off, combination or exchange of shares or other similar corporate change, or any distributions to common stockholders other than
regular cash dividends; (9) to exclude the effects of stock based compensation and the award of bonuses under our bonus plans; (10) to
exclude costs incurred in connection with potential acquisitions or divestitures that are required to expensed under generally accepted
accounting principles; (11) to exclude the goodwill and intangible asset impairment charges that are required to be recorded under
generally accepted accounting principles; and (12) to exclude the effect of any other unusual, non-recurring gain or loss or other
extraordinary item. In addition, our Board retains the discretion to reduce or eliminate the compensation or economic benefit due upon
attainment of the goals. The performance goals may differ from participant to participant and from award to award.

Other Stock Awards. Other forms of stock awards valued in whole or in part with reference to our Class A Common Stock may be
granted either alone or in addition to other stock awards under the Amended 2012 Plan. The Board will have sole and complete
authority to determine the persons to whom and the time or times at which such other stock awards will be granted, the number of
shares of our Class A Common Stock to be granted and all other conditions of such other stock awards. Other forms of stock awards
may be subject to vesting in accordance with a vesting schedule to be determined by the Board.

Restrictions on Transfer

Generally, a participant may not transfer an award under the Amended 2012 Plan. However, options and SARs may be transferred
by will or by the laws of descent and distribution, and, if approved by the Board or a duly authorized officer, options and SARs may
be transferred by domestic relations order or official marital settlement agreement. In addition, with the approval of the Board or a
duly authorized officer, a participant may, by delivering written notice to the Company, designate a third party who, on the death of
the participant, will thereafter be entitled to exercise the participant’s options and SARs.

Clawback Policy

Awards granted under the Amended 2012 Plan will be subject to recoupment in accordance with any clawback policy that we are
required to adopt pursuant to the listing standards of any national securities exchange or association on which our securities are listed
or as is otherwise required by the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank Act, or other
applicable law. In addition, the Board may impose other clawback, recovery or recoupment provisions in an award agreement as the
Board determines necessary or appropriate, including a reacquisition right in respect of previously acquired shares of our common
stock or other cash or property upon the occurrence of an event constituting cause.

Changes to Capital Structure

In the event of certain capitalization adjustments, the Board will appropriately adjust: (1) the class(es) and maximum number of
securities subject to the Amended 2012 Plan; (2) the class(es) and maximum number of securities that may be issued pursuant to the
exercise of incentive stock options; (3) the class(es) and maximum number of securities that may be awarded to any person pursuant
to Section 162(m) Limitations; and (4) the class(es) and number of securities and price per share of stock subject to outstanding stock
awards.
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Corporate Transactions

In the event of a corporate transaction (as defined in the Amended 2012 Plan and described below), the Board will have the
discretion to take one or more of the following actions with respect to outstanding stock awards (contingent upon the closing or
consummation of such corporate transaction), unless otherwise provided in the stock award agreement or other written agreement with
the participant or unless otherwise provided by the Board at the time of grant:

e arrange for the surviving or acquiring corporation (or its parent company) to assume or continue the award or to substitute a
similar stock award for the award (including an award to acquire the same consideration paid to our stockholders pursuant to
the corporate transaction);

e arrange for the assignment of any reacquisition or repurchase rights held by us with respect to the stock award to the surviving
or acquiring corporation (or its parent company);

e accelerate the vesting (and, if applicable, the exercisability), in whole or in part, of the stock award to a date prior to the
effective time of such corporate transaction, with such stock award terminating if not exercised (if applicable) at or prior to the
effective time of the corporate transaction;

o arrange for the lapse of any reacquisition or repurchase rights held by us with respect to the stock award;

e cancel or arrange for the cancellation of the stock award, to the extent not vested or exercised prior to the effective time of the
corporate transaction, in exchange for such cash consideration, if any, as the Board, in its sole discretion, may consider
appropriate; and

e cancel or arrange for the cancellation of the stock award, to the extent not vested or not exercised prior to the effective time of
the corporate transaction, in exchange for a payment, in such form as may be determined by the Board, equal to the excess, if
any, of (i) the value of the property the participant would have received upon the exercise of the stock award immediately prior
to the effective time of the corporate transaction, over (ii) any exercise price payable in connection with such exercise.

The Board is not obligated to treat all stock awards or portions of stock awards in the same manner. The Board may take different
actions with respect to the vested and unvested portions of a stock award.

For purposes of the Amended 2012 Plan, a corporate transaction will be deemed to occur in the event of the consummation of (i) a
sale or other disposition of all or substantially all of our consolidated assets, (ii) a sale or other disposition of more than 50% of our
outstanding securities, (iii) a merger, consolidation or similar transaction following which we are not the surviving corporation, or (iv)
a merger, consolidation or similar transaction following which we are the surviving corporation but the shares of our common stock
outstanding immediately prior to such transaction are converted or exchanged into other property by virtue of the transaction.
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Changes in Control

Under the Amended 2012 Plan, a stock award may be subject to additional acceleration of vesting and exercisability upon or after
a change in control (as defined in the Amended 2012 Plan) as may be provided in the stock award agreement or other written
agreement with the participant, but in the absence of such provision, no such acceleration will occur.

Plan Amendments and Termination

Our Board has the authority to amend or terminate the Amended 2012 Plan at any time. However, except as otherwise provided in
the Amended 2012 Plan, no amendment or termination of the Amended 2012 Plan may materially impair any rights under awards
already granted to a participant unless agreed to in writing by the affected participant. We will obtain stockholder approval of any
amendment to the Amended 2012 Plan as required by applicable law and listing requirements. No incentive stock options may be
granted under the Amended 2012 Plan after the tenth anniversary of January 25, 2012, which was the date the 2012 Plan was initially
adopted by the Board.

U.S. FEDERAL INCOME TAX CONSEQUENCES

The information set forth below is a summary of the principal U.S. federal income taxation consequences to participants and us
with respect to participation in the Amended 2012 Plan. This summary is not intended to be exhaustive, and does not discuss the
income tax laws of any city, state or foreign jurisdiction in which a participant may reside. The information is based upon current
federal income tax rules and therefore is subject to change when those rules change. Because the tax consequences to any recipient
may depend on his or her particular situation, each recipient should consult the recipient’s tax adviser regarding the federal, state, local
and other tax consequences of the grant or exercise of an award or the disposition of stock acquired as a result of an award. The
Amended 2012 Plan is not qualified under the provisions of Section 401(a) of the Code and is not subject to any of the provisions of
the Employee Retirement Income Security Act of 1974, as amended. Our ability to realize the benefit of any tax deductions described
below depends on our generation of taxable income as well as the requirement of reasonableness, the provisions of Section 162(m) of
the Code and the satisfaction of our tax reporting obligations.

35




Nonstatutory Stock Options

Generally, there is no taxation upon the grant of a nonstatutory stock option if the option is granted with an exercise price equal to
the fair market value of the underlying stock on the grant date. On exercise, a participant will recognize ordinary income equal to the
excess, if any, of the fair market value on the date of exercise of the stock over the exercise price. If the options were granted to an
individual who was our employee or an employee of an affiliate at the time of grant, that income will be subject to withholding taxes.
The participant’s tax basis in those shares will be equal to their fair market value on the date of exercise of the stock option, and the
optionholder’s capital gain holding period for those shares will begin on that date.

Subject to the requirement of reasonableness, the provisions of Section 162(m) of the Code and the satisfaction of a tax reporting
obligation, we will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the participant.

Incentive Stock Options

The Amended 2012 Plan provides for the grant of stock options that qualify as “incentive stock options,” as defined in Section 422
of the Code. Under the Code, a participant generally is not subject to ordinary income tax upon the grant or exercise of an incentive
stock option. If the participant holds a share received on exercise of an incentive stock option for more than two years from the date
the incentive stock option was granted and more than one year from the date the incentive stock option was exercised, which is
referred to as the required holding period, the difference, if any, between the amount realized on a sale or other taxable disposition of
that share and the participant’s tax basis in that share will be long-term capital gain or loss.

If, however, a participant disposes of a share acquired on exercise of an incentive stock option before the end of the required
holding period, which is referred to as a disqualifying disposition, the participant generally will recognize ordinary income in the year
of the disqualifying disposition equal to the excess, if any, of the fair market value of the share on the date the incentive stock option
was exercised over the exercise price. However, if the sales proceeds are less than the fair market value of the share on the date of
exercise of the incentive stock option, the amount of ordinary income recognized by the participant will not exceed the gain, if any,
realized on the sale. If the amount realized on a disqualifying disposition exceeds the fair market value of the share on the date of
exercise of the incentive stock option, that excess will be short-term or long-term capital gain, depending on whether the holding
period for the share exceeds one year.

For purposes of the alternative minimum tax, the amount by which the fair market value of a share of stock acquired on exercise of
an incentive stock option exceeds the exercise price of that stock option generally will be an adjustment included in the participant’s
alternative minimum taxable income for the year in which the incentive stock option is exercised. If, however, there is a disqualifying
disposition of the share in the year in which the incentive stock option is exercised, there will be no adjustment for alternative
minimum tax purposes with respect to that share. In computing alternative minimum taxable income, the tax basis of a share acquired
on exercise of an incentive stock option is increased by the amount of the adjustment taken into account with respect to that share for
alternative minimum tax purposes in the year the incentive stock option is exercised.

We are not allowed an income tax deduction with respect to the grant or exercise of an incentive stock option or the disposition of
a share acquired on exercise of an incentive stock option after the required holding period. If there is a disqualifying disposition of a
share, however, we are allowed a deduction in an amount equal to the ordinary income includible in income by the participant, subject
to Section 162(m) of the Code and provided that amount constitutes an ordinary and necessary business expense for us and is
reasonable in amount, and either the employee includes that amount in income or we timely satisfy our reporting requirements with
respect to that amount.
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RSU Awards

Generally, the recipient of an RSU structured to conform to the requirements of Section 409A of the Code or an exception to
Section 409A of the Code will recognize ordinary income at the time the stock is delivered equal to the excess, if any, of the fair
market value of the shares of our common stock received over any amount paid by the recipient in exchange for the shares of our
common stock. If an RSU is subject to Section 409A of the Code, the shares of our common stock subject to an RSU award may
generally only be delivered upon one of the following events: a fixed calendar date (or dates), separation from service, death,
disability or a change in control. If delivery occurs on another date, unless the RSUs otherwise comply with or qualify for an
exception to the requirements of Section 409A of the Code, in addition to the tax treatment described above, the recipient will owe an
additional 20% federal tax and interest on any taxes owed.

The recipient’s basis for the determination of gain or loss upon the subsequent disposition of shares acquired upon settlement of
RSUs will be the amount paid for such shares plus any ordinary income recognized when the stock is delivered.

Subject to the requirement of reasonableness, the provisions of Section 162(m) of the Code and the satisfaction of a tax repotting
obligation, we will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the recipient of the RSU

award.
Restricted Stock Awards

Generally, the recipient of a restricted stock award will recognize ordinary income at the time the stock is received equal to the
excess, if any, of the fair market value of the stock received over any amount paid by the recipient in exchange for the stock. If,
however, the stock is restricted and not vested when it is received (for example, if the participant is required to work for a period of
time in order to have the right to sell the stock), the recipient generally will not recognize income until the stock becomes vested, at
which time the recipient will recognize ordinary income equal to the excess, if any, of the fair market value of the stock on the date it
becomes vested over any amount paid by the recipient in exchange for the stock. A recipient may, however, file an election with the
Internal Revenue Service, within 30 days following his or her receipt of the restricted stock award, to recognize ordinary income, as of
the date the recipient receives the award, equal to the excess, if any, of the fair market value of the stock on the date the award is
granted over any amount paid by the recipient for the stock.

The recipient’s basis for the determination of gain or loss upon the subsequent disposition of shares acquired from stock awards
will be the amount paid for such shares plus any ordinary income recognized either when the stock is received or when the stock

becomes vested. '

Subject to the requirement of reasonableness, the provisions of Section 162(m) of the Code and the satisfaction of a tax reporting
obligation, we will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the recipient of the stock
award.
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Stock Appreciation Rights

If an SAR is granted with a strike price equal to the fair market value of the underlying stock on the grant date, the participant will
recognize ordinary income equal to the fair market value of the stock or cash received upon such exercise. Subject to the requirement
of reasonableness, the provisions of Section 162(m) of the Code and the satisfaction of a tax reporting obligation, we will generally be
entitled to a tax deduction equal to the taxable ordinary income realized by the recipient of the SAR.

NEwW PLAN BENEFITS

Awards under the Amended 2012 Plan are within the discretion of the Board and are not subject to set benefits or amounts, and we
have not approved any awards that are conditioned on stockholder approval of the Amended 2012 Plan. Accordingly, we cannot
currently determine the benefits or number of shares of our Class A Common Stock subject to awards that may be granted in the
future to executive officers, directors or employees under the Amended 2012 Plan.

The following table sets forth, for each of the individuals and groups indicated, the number of shares of our Class A Common
Stock subject to awards granted under our 2012 Plan through April 8, 2013.

Number of Shares
~ Name and Position Subject to Awards

Rob Krolik

Chief Financial Officer 220,000

Joseph Nachman
Senior Vice President of Revenue 220,000

1,840,000

S

fficers) ' 4,719,071

R

executive o

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following table provides certain information with respect to all of our equity compensation plans in effect as of December 31,
2012. Information is included for our 2005 Plan, 2011 Plan, 2012 Plan and 2012 Employee Stock Purchase Plan, or 2012 ESPP, each
of which was in effect as of December 31, 2012 and was adopted with the approval of our stockholders.
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Equity Compensation Plan Information

Shares of Weighted- Shares of Common
Common Stock Average Stock Available for
to be Issued Exercise Price Future Issuance Under

Upon Exercise of  of Outstanding Equity Compensation

Outstanding Options, Plans (Excluding
Class of Options and Warrants and Securities Reflected in
Plan Category Common Stock Rights (a) Rights (b)(1) Column (a)) (c)
T

Equity compensation plans approved by
stockholders Class B 7,782,5230) 6.42 —_

(1)  The weighted average exercise price excludes restricted stock unit awards, which have no exercise price.

(2) Consists of options to purchase a total of 2,330,653 shares of Class A Common Stock and 283,215 shares of our Class A
Common Stock subject to restricted stock unit awards under our 2012 Plan.

(3) Consists of options to purchase 1,315,544 shares of Class B Common Stock under our 2011 Plan and options to purchase
6,466,979 shares of Class B Common Stock under our 2005 Plan. Shares of Class B Common Stock are convertible at any time
by the holder into shares of Class A Common Stock on a share-for-share basis.

(4) Consists of 1,720,539 shares of Class A Common Stock reserved for issuance under the 2012 Plan and 1,050,000 shares of
Class A Common Stock reserved under the 2012 ESPP. As of December 31, 2012, we had not commenced any offering under
the 2012 ESPP. Pursuant to the terms of our 2012 Plan and 2012 ESPP, an additional 2,540,210 shares of Class A Common
Stock and 1,270,105 shares of Class A Common Stock were added to the number of shares reserved for issuance under the
2012 Plan and 2012 ESPP, respectively, effective January 1, 2013.

As described above, the number of shares of our Class A Common Stock reserved for issuance under our 2012 Plan will
automatically increase on January 1 of each year through and including January 1, 2022 by 4.0% of the total number of shares
of our capital stock outstanding on December 31 of the preceding calendar year, or a lesser number of shares determined by the
Board.

The number of shares of our Class A Common Stock reserved for issuance under our 2012 ESPP will increase automatically
each year through and including January 1, 2022 by the least of (i) 2.0% of the total number of shares of our capital stock
outstanding on December 31 of the preceding calendar year; (ii) 5,000,000 shares of Class A Common Stock; or (iii) such lesser
number as determined by the Board.

REQUIRED VOTE

The affirmative vote of the holders of shares representing a majority of the voting power of the shares present in person or
represented by proxy and entitled to vote at the Annual Meeting will be required to approve the Amended 2012 Plan.

THeE BoOARD RECOMMENDS
A VOTE IN FAVOR OF PrROPOSAL NoO. 2
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PROPOSAL NO. 3

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has selected Deloitte & Touche LLP as our independent registered public accounting firm for the year
ending December 31, 2013 and has further directed that management submit the selection of independent registered public accounting
firm for ratification by the stockholders at the Annual Meeting. Deloitte & Touche LLP has audited our financial statements beginning
with our financial statements for the year ended December 31, 2007. Representatives of Deloitte & Touche LLP are expected to be
present at the Annual Meeting. They will have an opportunity to make a statement if they so desire and will be available to respond to
appropriate questions.

Neither our Bylaws nor other governing documents or law require stockholder ratification of the selection of Deloitte & Touche
LLP as our independent registered public accounting firm. However, the Audit Committee is submitting the selection of Deloitte &
Touche LLP to the stockholders for ratification as a matter of good corporate practice. If the stockholders fail to ratify the selection,
the Audit Committee will reconsider whether or not to retain that firm. Even if the selection is ratified, the Audit Committee in its
discretion may direct the appointment of different independent auditors at any time during the year if they determine that such a
change would be in the best interests of the Company and our stockholders.

PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table represents aggregate fees billed to us for the years ended December 31, 2012 and 2011 by Deloitte & Touche
LLP, our principal accountant.

Year Ended
December 31,
2012 2011

(in thousands)($)
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(1) Audit Fees are fees and expenses for the audit of our financial statements, review of interim financial statements, services in
connection with our Registration Statement on Form S-1 related to our initial public offering and services in connection with
the statutory and regulatory filings or engagements for those fiscal years. In addition, for the year ended December 31, 2012,
audit fees included $12,248 billed in connection with our acquisition of Qype GmbH, a Germany-based reviews website we
acquired in the fourth quarter of 2012.

(2)  Audit-related Fees are fees billed for assurance and related services that are reasonably related to the performance of the audit
or review of our financial statements and are not reported under “Audit Fees.”

(3)  Tax Fees are fees billed for tax compliance, advice and planning.

(4)  All Other Fees are fees for products and services other than the services described above. No other fees were billed in 2011 or
2012.

All fees described above were pre-approved by the Audit Committee.

We entered into certain engagement agreements with Deloitte & Touche LLP in connection with the audit of our 2011 and 2012
financial statements, the review of our 2011 and 2012 interim financial statements and the filing of our Registration Statement on
Form S-1, which set forth the terms by which Deloitte & Touche LLP performed audit services for the Company in connection with
those matters. These agreements are subject to alternative dispute resolution procedures and, in certain cases, an exclusion of punitive
damages.

PRE~APPROVAL POLICIES AND PROCEDURES

The Audit Committee has adopted a policy and procedures for the pre-approval of audit and non-audit services rendered by our
independent registered public accounting firm, Deloitte & Touche LLP. The policy generally pre-approves specified services up to
specified amounts. Pre-approval may also be given as part of the Audit Committee’s approval of the scope of the engagement of the
independent auditor or on an individual, explicit, case-by-case basis before the independent auditor is engaged to provide each service.
The Audit Committee has delegated to the Chair of the Audit Committee the authority to grant interim pre-approvals of audit services;
provided that any such pre-approvals are required to be presented to the full Audit Committee at its next scheduled meeting.

The Audit Committee has determined that the rendering of the services other than audit services by Deloitte & Touche LLP is
compatible with maintaining the principal accountant’s independence.

REQUIRED VOTE

The affirmative vote of the holders of shares representing a majority of the voting power of the shares present in person or
represented by proxy and entitled to vote at the Annual Meeting will be required to ratify the selection of Deloitte & Touche LLP.

THE BOARD RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL No. 3
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PROPOSAL NO. 4

ADVISORY VOTE ON EXECUTIVE COMPENSATION

Under the Dodd-Frank Act and Section 14A of the Exchange Act, our stockholders are entitled to vote to approve, on an advisory
basis, the compensation of our named executive officers as disclosed in this Proxy Statement in accordance with SEC rules. This vote
is not intended to address any specific item of compensation, but rather the overall compensation of our named executive officers and
the philosophy, policies and practices described in this Proxy Statement.

Our executive compensation program emphasizes teamwork and long-term value creation through a philosophy of maintaining
internal pay equity, tying a meaningful portion of compensation to the long-term value our business and establishing responsible pay
practices that have a reasonable cost structure and do not encourage unnecessary and excessive risk taking. Consistent with this
philosophy, the Compensation Committee has designed an executive compensation program that we believe has been effective at
achieving its objectives of:

e attracting and retaining talented and experienced executive officers, whose knowledge, skills and performance are critical to
our success;

e motivating these executive officers to achieve our business objectives;
e aligning the interests of our executive officers with those of our stockholders; and

e promoting teamwork while also recognizing the role each executive plays in our success.

As described in detail under the heading “Executive Compensation—Compensation Discussion and Analysis,” although we
provide base salaries at levels we believe are necessary to attract and retain highly qualified executive talent, equity awards are the
principal component of our executive compensation program. These equity awards directly link the most substantial component of our
named executive officers’ compensation to the long-term success of our business and generally require continued service over a multi-
year period as a condition to vesting, which creates a strong retention incentive and helps ensure the continuity of our operations. For
example, our executive officers received substantial equity awards in the year ended December 31, 2011, which the Compensation
Committee determined would provide sufficient compensation opportunities and motivation through 2012 in combination with the
executives’ then-existing equity rights and opportunities, and the year ending December 31, 2013.
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We belicve this program is reasonable in light of the executive compensation programs of companies with whom we compete for
talent and responsible in that it encourages our executive officers to work for meaningful stockholder returns without encouraging our
executives to assume excessive risks. We encourage you to read the Compensation Discussion and Analysis, compensation tables and
related narrative disclosure included in this Proxy Statement for additional details about our executive compensation program.

The Board is asking the stockholders to indicate their support for the compensation of our named executive officers as described in
this Proxy Statement by casting a non-binding advisory vote “FOR?” the following resolution:

“RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed pursuant to

Item 402 of Regulation S-K, including the Compensation Discussion and Analysis, compensation tables and narrative
discussion, is hereby APPROVED.”

Because the vote is advisory, it is not binding on the Board or the Company. Nevertheless, the views expressed by the
stockholders, whether through this vote or otherwise, are important to management and the Board and, accordingly, the Board and the
Compensation Committee intend to consider the results of this vote in making determinations in the future regarding executive
compensation arrangements.

Advisory approval of this Proposal No. 4 requires the vote of the holders of shares representing a majority of the voting power of
the shares present in person or represented by proxy and entitled to vote at the Annual Meeting.

THE BOARD RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL No. 4
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PROPOSAL NO. 5

ADVISORY VOTE ON THE FREQUENCY OF SOLICITATION OF
ADVISORY STOCKHOLDER APPROVAL OF EXECUTIVE COMPENSATION

The Dodd-Frank Act and Section 14A of the Exchange Act also enable our stockholders, at least once every six years, to indicate
their preference regarding how frequently we should solicit a non-binding advisory vote on the compensation of our named executive
officers as disclosed in our proxy statements. Accordingly, we are asking stockholders to indicate whether they would prefer an
advisory vote every year, every other year or every three years. Alternatively, stockholders may abstain from casting a vote.

After considering the benefits and consequences of each alternative, the Board recommends that the advisory vote on the
compensation of our named executive officers be submitted to the stockholders every year.

The Board believes that an annual advisory vote on the compensation of our named executive officers is the most appropriate
policy for us at this time. While our executive compensation programs are designed to promote the creation of stockholder value over
the long term, the Board recognizes that executive compensation disclosures are made annually, and holding an annual advisory vote
on executive compensation provides us with more direct and immediate feedback on our compensation disclosures. However,
stockholders should note that because the advisory vote on executive compensation occurs well after the beginning of the
compensation year, and because the different elements of our executive compensation programs are designed to operate in an
integrated manner and to complement one another, in many cases it may not be appropriate or feasible to change our executive
compensation programs in consideration of any one year’s advisory vote on executive compensation by the time of the following
year’s annual meeting of stockholders. We believe that an annual advisory vote on executive compensation is consistent with our
practice of seeking input and engaging in dialogue with our stockholders on corporate governance matters, including, starting with our
first Annual Meeting, providing stockholders with the opportunity to ratify the Audit Committee’s selection of our independent
registered public accounting firm, and our executive compensation philosophy, policies and practices.
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Accordingly, the Board is asking stockholders to indicate their preferred voting frequency by voting for every one, two or three
years or abstaining from voting on this Proposal No. 5. While the Board believes that its recommendation is appropriate at this time,
the stockholders are not voting to approve or disapprove that recommendation, but are instead asked to indicate their preferences, on
an advisory basis, as to whether the non-binding advisory vote on the approval of our executive officer compensation practices should
be held every year, every other year or every three years. The option among those choices that receives the votes of the holders of
shares representing a majority of the voting power of the shares present in person or represented by proxy and entitled to vote at the
Annual Meeting will be deemed to be the frequency preferred by the stockholders.

The Board and the Compensation Committee value the opinions of the stockholders in this matter and, to the extent there is any
significant vote in favor of one frequency over the other options, even if less than a majority, the Board will consider the stockholders’
concerns and evaluate any appropriate next steps. However, because this vote is advisory and thercfore not binding on the Board or
the Company, the Board may decide that it is in the best interests of the stockholders that we hold an advisory vote on executive
compensation more or less frequently than the option preferred by the stockholders. The vote will not be construed to create or imply
any change or addition to the fiduciary duties of the Company or the Board.

THE BOARD RECOMMENDS
A VOTE IN FAVOR OF EVERY “1 YEAR” ON PROPOSAL NO. §
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information regarding the ownership of our capital stock as of March 11, 2013 by:

o cach director and nominee for director;
e cach of the executive officers named in the Summary Compensation Table;
o all executive officers and directors of Yelp as a group; and

e all those known by us to be beneficial owners of more than five percent of our Class A Common Stock or Class B Common
Stock.

Beneficial ownership is determined according to the rules of the SEC and generally means that the person has beneficial ownership
if he, she or it possesses sole or shared voting power of a security, including options that are currently exercisable or exercisable
within 60 days of March 11, 2013. Applicable percentages are based on 29,839,893 shares of Class A Common Stock and 33,952,572
shares of Class B Common Stock outstanding on March 11, 2013. Shares subject to options currently exercisable or exercisable within
60 days of March 11, 2013 are deemed to be outstanding for computing the percentage ownership of the person holding such options
and the percentage ownership of any group of which the holder is a member, but are not deemed outstanding for computing the

percentage of any other person.
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This table is based upon information supplied by officers, directors and principal stockholders and Schedules 13D and 13G filed
with the SEC. Except as indicated by footnote, and subject to applicable community property laws, we believe that each person
identified in the table possesses sole voting and investment power with respect to all capital stock shown to be held by that person.
The address of each executive officer and director, unless otherwise indicated by footnote, is c¢/o Yelp Inc., 706 Mission Street, San
Francisco, California 94103.

Class A Common Stock Class B Common Stockt Percent of
Number of Percent of  Number of Percentof  Total Voting
Beneficial Owner Shares Total Shares Total Power}

Entities Affiliated with Bessemer Venture
Partners(®

SR

Geoff Donaker®

+  Shares of Class B Common Stock are convertible at any time by the holder into shares of Class A Common Stock on a share-for-
share basis, such that each holder of shares of Class B Common Stock beneficially owns an equivalent number of shares of Class
A Common Stock.

1  Percentage total voting power represents voting power with respect to all shares of our Class A and Class B Common Stock,
voting as a single class. Each share of Class A Common Stock will be entitled to one vote per share and each share of Class B
Common Stock will be entitled to ten votes per share. The Class A Common Stock and Class B Common Stock will vote
together on all matters (including the election of directors) submitted to a vote of stockholders, except as may otherwise be
required by law.
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®)

Less than one percent.

Consists of (a) 8,623,254 shares of Class B Common Stock held by Elevation Partners, L.P. (“Elevation Partners™) and (b)
2,555 shares of Class B Common Stock held by Elevation Employee Side Fund, LLC (“Side Fund”). Each of Fred Anderson,
Roger McNamee, Paul Hewson and Bret Pearlman (collectively, the “Managers™) is a manager of Elevation Associates, LLC
(“Elevation LLC”), which is the sole general partner of Elevation Associates, L.P. (“Elevation GP™). Elevation GP is the sole
general partner of Elevation Partners. Each of the Managers is a manager of Elevation Management, LLC (“Elevation
Management™), which is the sole managing member of Side Fund. As managers of each of Elevation LL.C and Elevation
Management, the Managers may be deemed to beneficially own any shares of our capital stock deemed beneficially owned by
Elevation LLC or Elevation Management. Elevation Management may be deemed to beneficially own any shares of our capital
stock deemed beneficially owned by Elevation GP, which may be deemed to beneficially own any shares of our capital stock
deemed to be beneficially owned by Elevation Partners. Elevation Management may be deemed to beneficially own any shares
of our capital stock deemed to be beneficially owned by Side Fund. Each of the Managers share voting and dispositive power
over the shares held by Elevation Partners and Side Fund. The address for Elevation Partners is 2800 Sand Hill Road, Suite 160,
Menlo Park, California 94025.

Consists of (a) 5,421,713 shares of Class B Common Stock held by Bessemer Venture Partners VI L.P., (b) 1,915,463 shares of
Class B Common Stock held by Bessemer Venture Partners Co-Investment L.P. and (c¢) 130,638 shares of Class B Common
Stock held by Bessemer Venture Partners VI Institutional L.P. The General Partner of Bessemer Venture Partners VI L.P,,
Bessemer Venture Partners Co-Investment L.P. and Bessemer Venture Partners VI Institutional L.P. (together, the “BVP
Entities”) is Deer VI & Co. LLC. J. Edmund Colloton, David J. Cowan, Jeremy S. Levine, Robert P. Goodman and Robert M.
Stavis are the executive managers of Deer VI & Co. LLC and share voting and dispositive power over the shares of our capital
stock held by the BVP Entities. The address for Bessemer Venture Partners is 1865 Palmer Avenue, Suite 104, Larchmont,
New York 10538.

Consists of (a) 2,486,090 shares of Class B Common Stock held directly by Mr. Levchin and (b) 3,653,822 shares of Class B
Common Stock held by PENSCO Trust Company FBO Max Levchin Roth IRA, over which Mr. Levchin retains voting and
dispositive power.

Consists of (a) 5,174,510 shares of Class B Common Stock held by The Jeremy Stoppelman Revocable Trust, over which Mr.
Stoppelman retains sole voting and dispositive power, (b) 25,625 shares of Class A Common Stock issuable upon exercise of

ptlons exercisable within 60 days of March 11, 2013 and (c) 1,080,066 shares of Class B Common Stock issuable upon
exercise of options exercisable within 60 days of March 11, 2013.

Consists of 3,751,403 shares of Class B Common Stock held directly by Benchmark Capital Partners V, L.P. (“BCP V”) and
1,154,681 shares of Class B Common Stock held by BCP V as nominee as follows: (a) 459,690 shares of Class B Common
Stock held as nominee for Benchmark Founders’ Fund V, L.P.; (b) 88,103 shares of Class B Common Stock held as nominee
for Benchmark Founders’ Fund V-A, L.P.; (c) 69,257 shares of Class B Common Stock held as nominee for Benchmark
Founders’ Fund V-B, L.P.; and (d) 537,721 shares of Class B Common Stock held as nominee for individuals affiliated with
BCP V. Benchmark Capital Management Co. V, L.L.C. (“BCMC V”) is the general partner of BCP V. BCMC V’s managing
members are Alexandre Balkanski, Bruce W. Dunlevie, J. William Gurley, Kevin R. Harvey, Robert C. Kagle, Steven M.
Spurlock, Peter H. Fenton and Mitchell H. Lasky. These individuals may be deemed to have shared voting and investment
power over the shares held by BCP V. The address for Benchmark Capital is 2480 Sand Hill Road, Suite 200, Menlo Park,
California 94025.
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(6)

Q)

®

©®)

(10)

(1D

(12)

(13)

Consists of (a) 342,708 shares of Class B Common Stock, (b) 21,875 shares of Class A Common Stock issuable upon exercise
of options exercisable within 60 days of March 11, 2013 and (c) 1,023,576 shares of Class B Common Stock issuable upon
exercise of options exercisable within 60 days of March 11, 2013.

Consists of (a) 126,119 shares of Class B Common Stock, 91,284 of which were subject to a right of repurchase held by the
Company as of the date 60 days after March 11, 2013, and (b) 32,812 shares of Class B Common Stock issuable upon exercise
of options exercisable within 60 days of March 11, 2013.

Consists of (a) 65,221 shares of Class B Common Stock, (b) 5,500 shares of Class A Common Stock issuable upon exercise of
options exercisable within 60 days of March 11, 2013 and (c) 258,115 shares of Class B Common Stock issuable upon
exercise of options exercisable within 60 days of March 11, 2013.

Consists of (a) 26,252 shares of Class B Common Stock, (b) 5,500 shares of Class A Common Stock issuable upon exercise of
options exercisable within 60 days of March 11, 2013 and (c) 263,629 shares of Class B Common Stock issuable upon
exercise of options exercisable within 60 days of March 11, 2013.

Consists of (a) 129,668 shares of Class A Common Stock held by Mr. Fenton’s family trust, over which Mr. Fenton exercises
voting and dispositive control, and (b) the shares described in note (5) above.

Consists of (a) 4,000 shares of Class A Common Stock and (b) 8,854 shares of Class B Common Stock issuable upon exercise
of options exercisable within 60 days of March 11, 2013.

Consists of (a) 882,656 shares of Class A Common Stock and (b) the shares described in note (2) above. Mr. Levine disclaims
beneficial ownership of the shares described in note (2) above, except to the extent of his pecuniary interest therein.

Consists of (a) 1,016,324 shares of Class A Common Stock, (b) 32,900,094 shares of Class B Common Stock, 91,284 of
which were subject to a right of repurchase held by the Company as of the date 60 days after March 11, 2013, (c) 58,500
shares of Class A Common Stock issuable upon exercise of options exercisable within 60 days of March 11, 2013 and (d)
2,667,052 shares of Class B Common Stock issuable upon exercise of options exercisable within 60 days of March 11, 2013.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than ten percent of a
registered class of our equity securities, to file with the SEC initial reports of ownership and reports of changes in ownership of our
common stock and other equity securities. Officers, directors and greater than ten percent stockholders are required by SEC regulation
to furnish us with copies of all Section 16(a) forms they file.

To our knowledge, based solely on a review of the copies of such reports furnished to us and written representations that no other
reports were required, during the year ended December 31, 2012, all Section 16(a) filing requirements applicable to our officers,
directors and greater than ten percent beneficial owners were complied with.
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EXECUTIVE OFFICERS

The names, ages and certain other information concerning our executive officers as of April 8, 2013 are set forth below.

NAME AGE PosITION HELD WITH THE COMPANY

44 . Chlef F ma‘r‘lcial’ 6fﬁcer

Senior Vice President of Revenue

s e

Jeremy Stoppelman. Biographical information regarding Mr. Stoppelman is set forth under “Proposal No. I—Election of
Directors.”

Rob Krolik has served as our Chief Financial Officer since July 2011. Prior to joining us, Mr. Krolik served as Chief Financial

Officer of Move, Inc., an online real estate company, from July 2009 to August 2011. Prior to Move, Mr. Krolik served in several
roles, the most recent as Vice President, Global Finance Operations at eBay from September 2005 to July 2009. Prior to eBay, Mr.
Krolik served as Vice President of Finance at Shopping.com, Inc., a price comparison service company, from September 2004 to

September 2005, when it was acquired by eBay. Prior to Shopping.com, Mr. Krolik held management roles at DigitalThink, Inc., an

online learning company, from March 2002 to May 2004, most recently as its Chief Financial Officer. Mr. Krolik holds a B.B.A. from

the University of Texas at Austin and is a certified public accountant (inactive).
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Geoff Donaker. Biographical information regarding Mr. Donaker is set forth under “Proposal No. I—Election of Directors.”

Jed Nachman has served as our Vice President of Sales since January 2007 and our Senior Vice President of Revenue since
September 2011. Prior to joining us, Mr. Nachman held several senior sales roles for Yahoo! Inc., an Internet search company, from
January 2002 to January 2007, most recently as Director of Corporate Sales for the Western Region for Yahoo! HotJobs, an online job
search company. Prior to Yahoo!, Mr. Nachman served as sales manager at HotJobs from June 1999 to 2002, when it was acquired by
Yahoo!. Prior to HotJobs, Mr. Nachman was an associate at Robertson Stephens from 1996 to 1998. Mr. Nachman holds a B.A. in
Economics from the University of Colorado at Boulder.

Laurence Wilson has served as our General Counsel and Secretary since November 2007. Prior to joining us, Mr. Wilson served as
Vice President of Legal and Business Development for Xoom Corporation from January 2004 to October 2007. Previously, Mr.
Wilson began his legal career with Claremont Partners, Inc., a health care solutions company, from March 2002 to January 2004. He
received his J.D. from Stanford Law School and a B.A. in History from the University of California, San Diego.

EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

Our compensation discussion and analysis discusses the total compensation for:

e Jeremy Stoppelman, our Chief Executive Officer;
e Rob Krolik, our Chief Financial Officer;
o Geoff Donaker, our Chief Operating Officer;

o Jed Nachman, our Senior Vice President of Revenue; and

Laurence Wilson, our General Counsel and Secretary.
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We refer to these executive officers collectively as our “named executive officers.” Our compensation discussion and analysis
provides an overview of the philosophy, objectives and design of our executive compensation program. In addition, we explain the
Compensation Committee’s compensation-setting process and decisions regarding compensation for each of our named executive
officers in 2012. The compensation provided to our named executive officers for 2012 is set forth in detail in the Summary
Compensation Table and other tables under “Executive Compensation,” as well as the accompanying footnotes and narratives relating
to those tables.

Executive Summary

During 2012, we completed a successful initial public offering of shares of our Class A Common Stock, or the IPO. In the months
leading up to the IPO, our executive team undertook significant efforts to manage our business during a period of remarkable growth
in a dynamic economic climate while, at the same time, preparing the Company and our employees for the [PO. Highlights of our
corporate performance in 2012 include:

o we generated net revenue of $137.6 million, representing 65% growth over 2011;
e cumulative reviews grew 45% year over year to approximately 36 million at the end of 2012;

e we expanded into 26 new markets globally, accelerated our presence in Europe with the acquisition of Qype GmbH, a
Germany-based reviews website, and opened our first international sales office in London;

e we continued to focus on enhancing the mobile experience, including the launch of local ads on mobile apps and mobile
features such as check-in comments and likes;

e we introduced new features and enhancements, including dashboard metrics for business owners and a redesigned homepage
that places greater emphasis on mobile activity and the user’s social graph;

e Yelp-branded content was integrated into the new Apple Maps application on iOS 6, Bing’s new local business pages and
Mercedes and Lexus in-vehicle infotainment systems; and

e we introduced new products, such as Gift Certificates and Yelp Menus.
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Our Compensation Committee believes that our executive compensation program is appropriately designed to achieve its
objectives, reasonable in light of the executive compensation programs of companies with whom we compete for talent and
responsible in that it encourages our executive officers to work for meaningful stockholder returns without encouraging our executives
to assume excessive risks. Highlights of our executive compensation program for 2012 include:

e For 2012, each of our named executive officers received the same base salary (on an as-converted to U.S. dollars basis with
respect to Mr. Nachman), which reflects our internal pay equity and provides an important benchmark to avoid excessive
compensation of our Chief Executive Officer.

e After reviewing each executive officer’s existing equity opportunities, including the unvested portion of outstanding awards,
our Compensation Committee determined that each of our executive officers held substantial equity opportunities and
therefore did not make additional equity grants as part of our executive officers’ 2012 compensation.

e We do not maintain employment agreements with our executive officers that contain multi-year guarantees for salary
increases, guaranteed bonuses or guaranteed equity compensation. Our executive officers are employed at-will and are
expected to demonstrate high-quality performance in order to continue serving as members of our executive team.

e Our Compensation Committee utilizes an independent compensation consultant to provide market data and engage in ongoing
review of our executive compensation programs. These inputs and data serve as guidelines to our Compensation Committee in
determining the components of our executive compensation program and the amount of each component awarded to our
executive officers.

e We offer reasonable and customary change in control and severance benefits to our executive officers, with cash severance
payments under these agreements not exceeding the executive’s annual cash compensation (i.e. base salary + cash bonus
amount, if any) at the time of termination. We do not provide excise tax reimbursements or “gross-ups” to our executives with
respect to benefits received in connection with a change in control or termination event.

e We provide very few fringe benefits to our executive officers. We generally do not offer access to car allowances, financial
planning advice or club memberships, and perquisites and benefits offered to our executive officers do not generally differ
from those that are provided on a broad basis to our employees. However, our Compensation Committee approved a cost of
living adjustment and certain other additional benefits for Mr. Nachman in connection with his relocation to the United
Kingdom, as described below.
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Executive Compensation Philosophy, Objectives and Design

Philosophy. We operate in a new and rapidly evolving market. To succeed in this environment, we must continually refine our
business model, increase our traffic and revenue, manage the effectiveness of our advertising solutions and attract new advertising
clients, develop and update our technology infrastructure and deploy new functions and products, expand our business in new and
existing markets, both domestic and international, and partner with other companies.

To achieve these business objectives, we need to attract and retain a highly-talented team of executives. We also expect our team
to possess and demonstrate strong leadership and management capabilities, as well as foster our company culture, which is at the
foundation of our success and remains a pivotal part of our everyday operations. We believe the best way to accomplish this through
our compensation program is to emphasize teamwork and long-term value creation through a philosophy of:

e maintaining internal pay equity — that is, that the compensation paid to each executive should reflect the importance of his
role to the Company as compared to the roles of the other executive officers, while at the same time providing a certain amount
of parity to promote teamwork;

e tying a meaningful portion of compensation directly to the long-term value and growth of our business and total stockholder
return; and

e establishing responsible pay practices that have a reasonable cost structure and do not encourage unnecessary and excessive
risk taking.
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Objectives. Our executive compensation programs are designed to achieve the following objectives:

attract and retain talented and experienced executive officers, whose knowledge, skills and performance are critical to our
success;

motivate these executive officers to achieve our business objectives;
e align the interests of our executive officers with those of our stockholders; and

o promote teamwork while also recognizing the role each executive plays in our success.

Design. As a privately-held company prior to our IPO, our total compensation package for our executive team consisted of a
combination of base salary, grants under our long-term equity incentive compensation plans and limited severance and change in
control benefits. Compensation was heavily weighted towards equity, including stock options, with limited cash compensation.

As a publicly-traded company, our Compensation Committee continues to believe that making equity awards a key component of
executive compensation focuses our executive team on the achievement of our strategic and financial goals, thereby aligning their
interests with those of our stockholders. We provide a base salary to compensate employees for their day-to-day responsibilities, at
levels that we feel are necessary to attract and retain executive talent. We do not generally offer cash bonus opportunities to our
executive officers, as we believe that relying primarily on equity compensation focuses our executive officers on driving long-term
value creation while conserving cash. We believe that ensuring our executive officers have meaningful equity opportunities helps
motivate them to achieve our business objectives and align the interests of our executive officers with those of our stockholders. We
have also provided limited severance and change in control benefits to allow our executive officers to focus on pursuing business
strategies that, while in best interest of our stockholders, may result in a disruption in their employment.

. We do not affirmatively set out in any given year, or with respect to any given new hire package, to apportion compensation in any
specific ratio between cash and equity, or between long-term and short-term compensation. Rather, total compensation may skew
more heavily toward either cash or equity, or short-term or long-term compensation, as a result of the factors described in the prior
paragraph and in greater detail below. The Compensation Committee continues to evaluate our philosophy, objectives and design as
circumstances require. The Compensation Committee generally reviews compensation on an annual basis.

Compensation Setting Process

Role of the Board and Compensation Committee. Historically, the Board was responsible for overseeing our executive
compensation program, including determining and approving the compensation arrangements for our executive officers. In March
2011, the Board created our Compensation Committee and, in November 2011, approved its charter. Since November 2011, our
Compensation Committee has been primarily responsible for executive compensation decisions, including establishing our executive
compensation philosophy and programs and determining specific executive compensation.
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In November 2011 and January 2012, our Compensation Committee conducted a review of our executive compensation program
and related policies and practices in anticipation of our becoming a publicly-traded company. As part of this review, and in making
individual compensation decisions for 2012 and 2013, our Compensation Committee considered the philosophy and objectives
outlined above together with one or more of the following factors, as discussed in greater detail below:

o the experiences and individual knowledge of the members of the Compensation Committee regarding executive compensation,
as we believe this approach helps us compete in hiring and retaining the best possible talent while at the same time maintaining
a reasonable and responsible cost structure;

e the recommendations of our executive management;

¢ corporate and individual performance, as we believe this encourages our executive officers to focus on achieving our business
objectives;

¢ solely as a guide and not a determinative factor, various market data presented by Compensia to ensure that the compensation
of our executives remains competitive and that we are meeting our retention objectives;

e each executive’s existing equity awards and stock holdings; and

¢ the potential dilutive effect of equity awards on our stockholders.

The Compensation Committee expects to evaluate our executive compensation programs annually going forward. In addition, the
Compensation Committee’s charter, which outlines the specific authority and responsibilities of the Compensation Committee, is
periodically reviewed and revised by the Board and Compensation Committee.

Role of Management. Historically, our Chief Executive Officer and Chief Operating Officer worked closely with members of our
Board in managing our executive compensation program, including reviewing existing compensation for adjustment (as needed) and
establishing new hire packages. Since November 2011, the Compensation Committee has worked with members of our executive
management, and our Chief Financial Officer in particular, to carry out these responsibilities. Qur finance department works with our
Chief Financial Officer to gather financial and operational data — which may include information related to each executive’s job
duties, company-wide pay levels and benefits, current cash constraints, each executive’s current equity award holdings, shares
available for grant under our equity plans and Company and individual accomplishments, as appropriate — that management reviews
in making its reccommendations. From time to time, our Chief Financial Officer and other members of our executive management
attend meetings (or portions of meetings) of the Compensation Committee to present information and answer questions. Qur
Compensation Committee meets in executive session when appropriate to discuss and determine the compensation for each executive
officer. Neither Mr. Stoppelman nor any other member of management participates in any deliberations of our Compensation
Committee regarding executive compensation and no executive officer voted in or was present during the final determinations
regarding the amount of any component of his own compensation package or of any other executive officer’s compensation package.
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Role of Compensation Consultant and Use of Market Data. The Compensation Committee has the authority under its charter to
engage the services of a compensation consultant to assist it in carrying out its responsibilities. In September 2011, in preparation for
its evaluation of our pay practices, the Compensation Committee retained Compensia to provide executive compensation advisory
services. Specifically, the Compensation Committee engaged Compensia to:

e recommend a peer company group composed of public companies with revenues and employee populations comparable to us;

e conduct an executive compensation assessment analyzing the current cash and equity compensation of our executive
management team against compensation for similarly situated executives at our peer group companies;

e review market practices with respect to executive severance and change in control arrangements;

e assist with a review of our equity compensation strategy, including the development of award guidelines and an aggregate

spending budget;

e review our compensation policies and practices, including our long-term compensation program design;

e review our Board compensation arrangements; and

e assist management in preparing a compensation tisk assessment of our broad-based employee compensation practices.

Based on Compensia’s guidance and taking into account our market capitalization, employee population, revenues, historical rapid
growth rate and projected future growth rates, our Compensation Committee approved a peer company group consisting of the

publicly-traded companies set forth below. T

hese companies are generally in the internet software and services or application and

systems software industries with annual revenues of approximately $45 million to $375 million, employee populations of
approximately 250 to 1,800 and market capitalizations of approximately $500 million to $3.1 billion as of October 26, 2011 (other
than LinkedIn, whose market capitalization was approximately $8.1 billion). The Compensation Committee included LinkedIn due to
its other similarities to Yelp, including a recently completed initial public offering, comparable business model and high growth rate.
At the time the Compensation Committee approved the peer group companies in November 2011, Yelp was a private company with
approximately 940 employees and revenue of $58.4 million for the nine months ended September 30, 2011.

Ancestry.com Inc.

CommVault Systems, Inc.
Concur Technologies, Inc.

Demand Media, Inc.
Financial Engines, Inc.
Fortinet, Inc.
HomeAway, Inc.

j2 Global, Inc.
LinkedIn Corporation
LogMeln, Inc.
NetSuite Inc.
OpenTable, Inc.
Pandora Media, Inc.

Qlik Technologies Inc.
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RealPage, Inc.
Shutterfly, Inc.
SolarWinds, Inc.
Success Factors, Inc.
Taleo Corporation
TiVo Inc.
Zillow, Inc.




Compensia provided a compensation analysis to the Compensation Committee consisting of data from these peer group
companies’ most recent publicly-available compensation disclosures as of October 2011. The cash compensation data included in the
analysis reflected a 3% upward adjustment from the compensation levels disclosed by the peer group companies, which Compensia
applied to update the 2011 data for 2012. Compensia based this adjustment factor on published trends and its experience in analyzing
compensation trends. In determining cash compensation levels for 2012, our Compensation Committee reviewed Compensia’s
compensation analysis to obtain a general understanding of the current compensation packages offered by the companies with whom
we compete for talent, rather than to benchmark to particular levels.

Our Compensation Committee expects to review and update the peer company group periodically to ensure that it continues to
reflect appropriately the market in which we compete for talented executives. In this regard, our Compensation Committee engaged
Compensia again in January 2013 to recommend updates to our peer company group and conduct a new assessment comparing the
compensation of our executive management team to compensation for similarly situated executives at the revised peer group
companies. In developing the revised peer company group, Compensia selected companies generally in the internet software and
services or application and systems software industries with annual revenues of approximately $100 million to $380 million and
market capitalizations of approximately $600 million to $4.8 billion as of January 16, 2013. Based on these parameters, Compensia
recommended, and our Compensation Committee approved, the following revised peer company group:

Angie’s List, Inc. Jive Software, Inc. QIlik Technologies Inc.
Cornerstone OnDemand, Inc. LivePerson, Inc. RealPage, Inc.
Demand Media, Inc. LogMeln, Inc. SolarWinds, Inc.
Financial Engines, Inc. NetSuite Inc. TiVo Inc.
HomeAway, Inc. OpenTable, Inc. Zillow, Inc.
j2 Global, Inc. Pandora Media, Inc.

The Compensation Committee reviewed the market data compiled by Compensia for the revised peer company group in
determining equity award levels for 2013, but did not benchmark to a particular level.

From time to time, Compensia representatives attend meetings (or portions of meetings) of the Compensation Committee to
present information and answer questions. In the future, we expect that our Compensation Committee will continue to seek the advice
of independent executive compensation consultants to ensure the alignment of our program with our strategy and competitive market
practice. Our Compensation Committee may also consult publicly-available survey data from time to time. For example, in 2012, our
Compensation Committee referenced the September 2011 Cost of Living Report published by Mercer LLC, a consulting firm, or the
Mercer Report, in determining Mr. Nachman’s cost of living adjustment during his secondment to the United Kingdom, as further
described under “—Executive Compensation Program Components—Base Salary” below.
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In January 2013, the Compensation Committee analyzed whether the work of Compensia as a compensation consultant has raised
any conflict of interest, taking into consideration the following factors: (i) Compensia does not provide any other services to Yelp; (ii)
the fees paid by us to Compensia represent less than one percent of its total revenue; (iii) Compensia’s policies and procedures that are
designed to prevent conflicts of interest; (iv) the absence of any material business or personal relationship of Compensia or the
individual compensation advisors employed by the firm with any executive officer of our company; (v) the absence of any material
business or personal relationship of the individual compensation advisors with any member of the Compensation Committee; and (vi)
none of the individual compensation advisors employed by Compensia own stock in Yelp. The Compensation Committee determined,
based on its analysis of the above factors, that the work of Compensia and the individual compensation advisors employed by
Compensia as compensation consultants to the Compensation Committee has not created any conflict of interest and the
Compensation Committee is satisfied with the independence of Compensia. Going forward, the Compensation Committee intends to
assess the independence of any of our compensation advisers by reference to the foregoing factors, consistent with applicable NYSE
listing standards.

Executive Compensation Program Components

Base Salary. We provide base salary as a fixed source of compensation for our executive officers, allowing them a degree of
certainty in the face of having a meaningful portion of their compensation “at risk” in the form of equity awards with value generally
contingent on stock price appreciation. Our Compensation Committee recognizes the importance of base salaries as an element of
compensation that helps to attract and retain highly qualified executive talent, particularly in the absence of a cash bonus opportunity.

In setting initial salary levels and determining adjustments from year to year, our Compensation Committee may consider the
executive’s anticipated responsibilities and individual experience, our Compensation Committee members’ experiences and
knowledge in compensating similarly situated individuals at other companies, base salaries for similarly situated executives at our peer
group companies, our then-current cash constraints, a general sense of internal pay equity among our executive officers and
negotiations with the executive. Our Compensation Committee may also consider the impact of the value of the executive’s equity
awards when setting or adjusting base salaries. Our Compensation Committee does not apply specific formulas in determining base
salary increases.

Our Compensation Committee generally reviews, and adjusts as necessary, base salaries for each of our executive officers
annually. In November 2011, our Compensation Committee reviewed base salaries as part of its comprehensive review of our
executive compensation program. Although our Compensation Committee did not benchmark salaries to specific market levels, it did
consider as part of its review the target total cash compensation (i.e. base salary plus target annual incentive or bonus cash
compensation) data from Compensia’s analysis of our peer group companies in October 2011, as described above. Our Compensation
Committee determined target total cash compensation data to be a more relevant measure of the market competitiveness of the cash
compensation paid to our executive officers than base salary data because we do not offer cash incentive or bonus opportunities.
Based on its review, our Compensation Committee found that 2011 base salaries for each of our executive officers fell below the 25%
percentile of target total cash compensation at our peer group companies.

Using the peer company group data solely as a touchstone and not as a determinative factor, and taking into account that these
officers’ responsibilities would increase significantly in connection with becoming a publicly-traded company at a time when the
business was experiencing rapid growth, our Compensation Committee decided to increase base salaries for Messrs. Stoppelman,
Donaker and Wilson for 2012. Specifically, the Compensation Committee approved base salary increases to $300,000 for each of
these officers, effective as of January 1, 2012, reflecting its desire for internal pay equity among our named executive officers.
Although cash compensation for Messrs. Stoppelman, Donaker and Wilson remained below the 25 percentile for target total cash
compensation at our peer group companies following these increases, our Compensation Committee viewed the increases as the first
step in a multi-year process of moving the cash compensation of our executive officers to more market-competitive levels while
maintaining our focus on equity compensation and a reasonable cost structure.
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Our Compensation Committee decided not to increase Mr. Krolik’s or Mr. Nachman’s salary for 2012 based on its determination
that these officers’ existing base salaries, taken together with other elements of compensation, provided sufficient fixed compensation
for retention purposes and its desire for internal pay equity among our named executive officers. In making this determination, our
Compensation Committee used the target total cash compensation data noted above as a reference point, but also relied on the
experience of its members in compensating executives at similarly situated companies.

2011 Base 2012 Base Percentage
Name Salary Salary Increase

$300

$300,000

5%

Rob Krolik‘.

Jed Nachman $300,000  $300,000* 0.0%

*  As converted to U.S. dollars. See discussion below.

In April 2012, Mr. Nachman relocated his permanent residence from the San Francisco Bay Area to London, England to oversee
the establishment of our first international sales office. In connection with his relocation, we seconded Mr. Nachman to our indirect
wholly-owned subsidiary Yelp UK Ltd. pursuant to a Secondment Agreement, dated as of April 25, 2012, by and between us the Mr.
Nachman, or the Secondment Agreement. Mr. Nachman will continue to serve as our Senior Vice President of Revenue for the
duration of the secondment, which is expected to last until May 2014.

Under the Secondment Agreement, Mr. Nachman’s annual base salary was set at £187,126, which represents $300,000 converted
at the 2011 mean exchange rate of $0.623753 to £1.00. Mr. Nachman is also entitled to an annual cost of living adjustment of £78,593,
bringing his annual fixed compensation to £265,719. Our Compensation Committee determined Mr. Nachman’s cost of living
adjustment based on the data reflected in the Mercer Report comparing the cost of housing, children’s education, travel expenses,
groceries and other goods and services in San Francisco and London, which showed that a cost of living adjustment of approximately
50% would cover the cost of living and housing differences between San Francisco and London for Mr. Nachman. Our Compensation
Commiittee then adjusted this percentage downward to 42% to maintain consistency with cost of living adjustments we provided to
other recent non-executive transfers to the United Kingdom. Mr. Nachman is also entitled to certain other benefits under the

- Secondment Agreement, as described in “Employee Benefits” below, and the actual amounts Mr. Nachman received during 2012 are
set forth in the Summary Compensation Table.
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In the first quarter of 2013, the Compensation Committee reviewed our executive officers’ base salaries as part of its annual
review of our executive compensation program. In connection with its review, our Compensation Committee discussed and approved
a request by Messrs. Stoppelman and Donaker to reduce their respective base salaries to $1.00 per year, effective as of February 15,
2013. Our Compensation Committee also approved base salary increases, effective as of February 15, 2013, to $325,000 for each of
Messrs. Krolik and Wilson to continue the process of moving their cash compensation to more market-competitive levels. Our
Compensation Committee decided not to increase Mr. Nachman’s base salary for 2013 based on its determination that the cash
compensation arrangements provided under the Secondment Agreement appropriately met our motivation and retention goals.

2012 Base 2013 Base Percentage
Na ] Salary Salary Increase

Rob Krolik

£187,126 £187,126

Incentive Cash Compensation. Historically, we have not offered incentive cash compensation opportunities to our executive
officers. Our Compensation Committee revisited this practice in setting 2012 and 2013 compensation, but decided not to offer
incentive cash compensation opportunities to any executive officer. Qur Compensation Committee also elected not to pay bonus
compensation for 2012. Although our Compensation Committee recognized that incentive and bonus cash compensation is a common
compensation element at many companies, including companies with whom we compete for talent, it continues to believe that the
equity compensation opportunities held by our executives provide sufficient motivation and retention incentives. Our Compensation
Committee also feels it is appropriate, given the broader economic environment, to conserve our cash resources and rely on base
salary and equity compensation rather than incentive or bonus cash compensation.

Equity Compensation. We have historically used options as the principal component of our executive compensation program.
Consistent with our compensation objectives, we believe this approach has allowed us to attract and retain key talent in our industry
and aligned our executive team’s focus and contributions with the long-term interests of the Company and our stockholders. We grant
stock options with an exercise price not less than the fair market value of our Class A Common Stock on the date of grant, so these
options will have value to our executive officers only if the fair market value of our common stock increases after the date of grant.
Typically, stock options granted to our executive officers vest over four years, allowing them to serve as an effective retention tool.
We have also used, on a limited basis, restricted stock awards in order to attract key talent. These restricted stock awards have a multi-
year (generally over four years) time-based vesting condition, allowing them to serve as an effective retention tool.

In determining the form, size and material terms of executive equity awards, our Compensation Committee may consider, among
other things, the executive officer’s total compensation opportunity, the need to create a meaningful opportunity for reward predicated
on the creation of long-term stockholder value, the need to attract and retain employees in the absence of a cash bonus program,
recommendations of our executive management, equity awards to similarly situated executives at our peer group companies,
individual accomplishments, any recent changes to the executive’s job duties, the executive officer’s existing equity award holdings
(including the unvested portion of such awards), the retention implications of existing grants and our incentive goals, internal pay
equity as among our executive officers and market conditions.

In November 2011, our Compensation Committee considered the then-current equity compensation opportunities and holdings of
cach of our executive officers, as well as the increases in base salary for Messrs. Stoppelman, Donaker and Wilson, and decided, based
on its discretionary judgment regarding appropriate compensation levels, that each executive’s existing rights and opportunities would
provide sufficient compensation opportunities and motivation through 2012. In particular, our Compensation Committee noted that,
even taking into account the expected vesting acceleration that would occur upon our anticipated PO pursuant to the terms of certain
of Mr. Stoppelman’s and Mr. Donaker’s equity awards (as discussed in greater detail under “—Compensation Plans and
Arrangements—Equity Awards”), each executive officer held options covering substantial numbers of unvested shares that generally
would not fully vest for another three to four years. Accordingly, our Compensation Committee did not make any equity awards to our
executive officers at that time.
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In connection with its annual review of our executive compensation program in the first quarter of 2013, our Compensation
Committee granted each of our executive officers a new stock option award covering the number of shares of Class A Common Stock
set forth in the table below. The size and terms of these stock options reflect our Compensation Committee’s determination of the need
to incentivize long-term retention and recognize the increasing responsibilities of our Chief Executive Officer and Chief Operating
Officer during a period of anticipated high growth and rapid organizational expansion.

Our Compensation Committee also awarded each of Messrs. Stoppelman and Donaker a second, smaller stock option, each of
which vests monthly over the two years following the grant date. Using equity compensation market data compiled by Compensia for
similarly situated officers at our revised peer company group as a general guideline, our Compensation Committee determined that an
additional equity grant with a shorter vesting period would be appropriate in the absence of meaningful cash compensation.

Shares Issuable
upon Exercise of
2013 Option Grants

Name

Post-Employment Compensation. Prior to 2012, we generally did not enter into agreements providing for post-employment
compensation in the form of cash severance or continued employee benefits to our executive officers. Instead, we offered our senior
executive officers change in control and severance protections in the form of limited rights to acceleration of vesting on a change in
control and upon involuntary terminations of employment following a change in control. However, in 2011, to induce Mr. Krolik to
forego other opportunities and leave his then-current employment for the uncertainty of a demanding position in a new and unfamiliar
organization, our Board approved certain cash and equity acceleration protections in the ¢vent of his involuntary termination of
employment following a change in control.

In connection with the preparations for our IPO, our Compensation Committee approved our Executive Severance Benefit Plan, or
Severance Plan, in January 2012. Under the Severance Plan, our named executive officers are eligible to receive severance upon an
involuntary termination without cause (including a constructive termination), subject to signing a release of claims and compliance
with continuing obligations of confidentiality. The benefits provided under the Severance Plan replaced the cash severance protections
included in Mr. Krolik’s offer letter. For a summary of the material terms and conditions of the Severance Plan, see “—Compensation
Plans and Arrangements—Severance Arrangements” below. Our Compensation Committee used the terms of Mr. Krolik’s severance
package as a starting point in designing the Severance Plan in an effort to provide consistent severance benefits for each of our named
executive officers. Our Compensation Committee then determined that the addition of limited benefits upon an involuntary
termination not in connection with a change in control would be appropriate to encourage our executives to remain with Yelp as a
publicly-traded company, particularly one with a dual-class capital structure, for which a change in control transaction is less likely.
Our Compensation Committee members believe, based on their experiences, the benefits provided under the Severance Plan are
reasonable severance provisions and encourage our executives to work to maximize stockholder value. The adoption of the Severance
Plan did not have any effect on pre-existing equity acceleration provisions. For a summary of these acceleration provisions, see “—
Compensation Plans and Arrangements—Severance Arrangements” below.
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Employee Benefits. We provide standard health, dental, vision, life and disability insurance benefits to our executive officers on
the same terms and conditions as provided to all other eligible employees. Our executive officers may also participate in our broad-
based 401(k) plan, which currently does not include a company match or discretionary contribution. We believe these benefits are
consistent with the broad-based employee benefits provided at the companies with whom we compete for talent and therefore are
important to attracting and retaining qualified employees. In addition, in the second half of 2012, The Yelp Foundation, a non-profit
organization established by our Board in November 2011, offered to match donations to charitable organizations made by our regular
full-time employees of up to $1,000 per employee contribution. Certain of our executive officers participated in this matching program
as detailed in the notes to the Summary Compensation Table below.

We generally do not offer executive perquisites. However, from time to time, we may consider providing limited perquisites to the
extent our Compensation Committee believes that these limited perquisites are important for attracting and retaining key talent. For
example, under the Secondment Agreement, Mr. Nachman is entitled to: (i) four roundtrip plane tickets every 12 months during his
secondment to any location of his choosing for his personal use, up to a maximum of $1,500 per ticket; (i) moving cost
reimbursements up to $35,000; (iii) moving cost reimbursements up to $9,000 in 2014 if and when he returns to the Bay Area upon
completion of the secondment and provided he remains employed by us; (iv) a monthly stipend of £100 per month to cover gym and
transit costs; and (v) use of our Federal Express and UPS accounts to ship small personal items to the United Kingdom in connection
with his relocation. In addition, we will provide Mr. Nachman with tax equalization — tax reimbursements or amounts paid to cover
additional taxes incurred by Mr. Nachman by reason of his secondment to ensure his tax burden during his secondment is
approximately the same as it would have been had he remained in the United States — and pay for the preparation of required tax
returns and tax equalization settlement calculations during his secondment. Although the final terms of Mr. Nachman’s compensation
during his secondment were the result of individual negotiations with him, they generally reflect benefits we typically provide to
employees we request to relocate abroad. The actual amounts Mr. Nachman received during 2012 are set forth in the Summary
Compensation Table below.

Other Compensation Policies

Stock Ownership Guidelines. We have not set specific equity ownership guidelines. However, we encourage our executive officers
to hold a significant equity interest in our Company, and, as detailed in “Security Ownership of Certain Beneficial Owners and
Management,” our executive officers collectively beneficially own approximately 13% of our stock.

Equity Grant Policy. We do not have, nor do we plan to establish, any program, plan or practice to time stock option grants in
coordination with releasing material non-public information. We have adopted a policy regarding the timing of the grant of equity
awards that provides, among other things, that the grant date for equity awards approved by written consent will generally be the last
business day of the month in which the consent is effective.

Short Sale and Hedging Policy. Our trading window policy prohibits short sales, hedging transactions and other inherently
speculative transactions in our equity securities by our executive officers and members of the Board, among others.

Compensation Recovery Policies. To date, we have not offered cash incentive or bonus opportunities to our executive officers.
Accordingly, our Board and Compensation Committee have not determined whether they would attempt to recover bonuses from our
executive officers if the performance objectives that led to the bonus determination were to be restated, or found not to have been met
to the extent originally believed by our Compensation Committee. However, as a public company subject to the provisions of Section
304 of the Sarbanes-Oxley Act of 2002, if we are required as a result of misconduct to restate our financial results due to our material
noncompliance with any financial reporting requirements under the federal securities laws, our Chief Executive Officer and Chief
Financial Officer may be legally required to reimburse us for any bonus or other incentive-based or equity-based compensation they
receive. In addition, we will comply with the requirements of the Dodd-Frank Act and will adopt a compensation recovery policy once
final regulations on the subject have been adopted.
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Tax and Accounting Considerations

Deductibility of Executive Compensation. Section 162(m) of the Code limits the amount that a public company may deduct from
federal income taxes for remuneration paid to named executive officers (other than the chief financial officer) to $1,000,000 per
executive officer per year, unless certain requirements are met. Section 162(m) provides an exception from this deduction limitation
for certain forms of “performance-based compensation,” including the gain recognized by executive officers upon the exercise of
qualifying compensatory stock options. While our Compensation Committee is mindful of the benefit to us of the full deductibility of
compensation, our Compensation Committee believes that it should not be constrained by the requirements of Section 162(m) where
those requirements would impair flexibility in compensating our executive officers in a manner that can best promote our corporate
objectives. The Compensation Committee has not yet established a policy for determining which forms of incentive compensation
awarded to executive officers shall be designed to qualify as “performance-based compensation.” To maintain flexibility in
compensating our executive officers in a manner designed to promote our objectives, we have not adopted a policy that requires that
all compensation be deductible. We intend to continue to compensate our executive officers in a manner consistent with the best
interests of the Company and our stockholders.

Taxation of “Parachute” Payments and Deferred Compensation. Sections 280G and 4999 of the Code provide that executive
officers and directors who hold significant equity interests and certain other service providers may be subject to an excise tax if they
receive payments or benefits in connection with a change in control that exceeds certain prescribed limits, and that the company, or a
successor, may forfeit a deduction on the amounts subject to this additional tax. Section 409A of the Code also imposes additional
significant taxes on the individual in the event that an executive officer, director or other service provider receives “deferred
compensation” that does not meet the requirements of Section 409A of the Code. We did not provide any executive officer, including
any named executive officer, with a “gross-up” or other reimbursement payment for any tax liability that he might owe as a result of
the application of Sections 280G, 4999 or 409A of the Code during 2012 and we have not agreed and are not otherwise contractually
obligated to provide any named executive officers with such a “gross-up” or other reimbursement.

Accounting Treatment. The accounting impact of our compensation programs is a factor that the Compensation Committee
considers in determining the size and structure of our programs to ensure that our compensation programs are reasonable and in the
best interests of our stockholders.

CoMPENSATION COMMITTEE REPORT(®

The Compensation Committee has reviewed and discussed with management the Compensation Discussion and Analysis required
by Item 402(b) of Regulation S-K and contained in this Proxy Statement. Based on such review and discussion, the Compensation
Committee has recommended to the Board that the Compensation Discussion and Analysis be included in this Proxy Statement and
the Company’s Annual Report on Form 10-K for the year ended December 31, 2012.

Respectfully submitted,
The Compensation Committee of the Board of Directors

Peter Fenton, Chair
Fred Anderson

(1)  The material in this report is not “soliciting material,” is furnished to, but not deemed “filed” with, the SEC and is not deemed
to be incorporated by reference in any filing of Yelp under the Securities Act or the Exchange Act, whether made before or
after the date hereof and irrespective of any general incorporation language in any such filing.
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COMPENSATION RISK ASSESSMENT

In the first quarter of 2013, in connection with its annual review of our compensation programs, the Compensation Committee,
assisted by our management, conducted a risk assessment review of our compensation policies and practices. Based on its review, the
Compensation Committee concluded that our compensation programs are designed with an appropriate balance of risk and reward in
relation to our overall business strategy and do not create risk that is reasonably likely to have a material adverse effect on the
Company. In making this determination, the Compensation Committee considered our pay mix, base salaries, the attributes of our
variable compensation programs, including our equity program, and our sales compensation plan and our alignment with market pay
levels and compensation program designs.

In particular, the Compensation Committee believes the structure of our compensation program for executive officers does not
encourage excessive or unnecessary risk-taking behavior. The base salary component does not encourage risk-taking because it is a
fixed amount, and we do not offer incentive cash compensation opportunities. The principal component of our executive
compensation program has been long-term equity awards that help further align executives’ interests with those of our stockholders.
The Compensation Committee believes that these awards do not encourage unnecessary or excessive risk-taking because the ultimate
value of the awards is tied to our stock price and because awards are staggered and subject to long-term vesting schedules to help
ensure that executives have significant value tied to long-term stock price performance.
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SUMMARY COMPENSATION TABLE

" The following table shows for the years ended December 31, 2012, 2011 and 2010, compensation awarded to, paid to or earned
by, our named executive officers.

2012 Summary Compensation Table

Stock Option All Other
Name Year Salary($) Awards($)(1) Awards ($)(1) Compensation ($)(2) Total ($)

T

o 3

i
i

g i

(1)  The amounts reported here do not reflect the actual economic value realized by the named executive officers. In accordance
with SEC rules, these columns represent the grant date fair value of shares underlying stock awards and stock options,
calculated in accordance with ASC Topic 718. Assumptions used in the calculation of the grant date fair value are set forth in
Note 11, “Stockholders’ Equity (Deficit)” in our Annual Report on Form 10-K for the year ended December 31, 2012.
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(2)  The amounts reported here include life, health, vision and dental insurance premiums paid by the Company and reimbursement
for health club memberships. All of these benefits are provided to the named executive officers on the same terms as provided
to all of our regular full-time employees. The amounts for 2012 also include matching charitable donations made by The Yelp
Foundation on behalf of Messts. Stoppelman, Krolik, Donaker and Wilson for $1,000, $1,000, $1,000 and $500, respectively.

With respect to Mr. Stoppelman, the amount indicated for 2012 also includes $34,602 for personal administrative services
performed by his executive assistant. Because Mr. Stoppelman’s assistant is employed and paid by the Company to perform
these services as well as her services to the Company, the dollar amount of this benefit represents an estimate of the aggregate
incremental cost to the Company of these services, based on the approximate amount of the executive assistant’s regular time
spent on Mr. Stoppelman’s personal matters during 2012 as the percentage of her total time spent working for the Company
during 2012, and multiplied by her base salary paid by the Company during 2012.

With respect to Mr. Nachman, the amount indicated for 2012 also includes amounts paid pursuant to his Secondment
Agreement, as follows: (a) a cost of living adjustment of $80,357; (b) moving expenses of $23,976; (c) tax equalization
payments of $60,460; (d) tax preparation payments of $10,170; and (e) a stipend of $1,227 to cover transportation costs. Under
the Secondment Agreement, we will pay the difference between the taxes owed by Mr. Nachman for 2012 and the taxes Mr.
Nachman would have owed for 2012 had he remained in the United States. The tax equalization payment reported above
represents (x) $111,322 in modified U.K. payroll taxes paid by Yelp on Mr. Nachman’s behalf, plus (y) $1,638 in additional
Medicare taxes on the income imputed to Mr. Nachman as a result of our payment of such U.K. payroll taxes, paid by Yelp on
his behalf, minus (z) $52,500 withheld from his salary during 2012 as an estimate of the taxes he would have owed for 2012
had he remained in the United States. However, we will not be able to make a final determination with respect to Mr.
Nachman’s tax equalization for 2012 until both his U.S. and UK. tax returns for 2012 are finalized and, as a result, we may
make additional tax equalization and tax preparation payments at a later date. We expect Mr. Nachman’s U.S. tax return to be
finalized by October 15, 2013, which is the extended deadline to file 2012 tax returns, and his U.K. tax return to be finalized by
January 31, 2014, which is the deadline to file tax returns for the taxable year running from April 6, 2012 to April 5, 2013.

(3)  Mr. Krolik joined Yelp in July 2011. He did not receive any compensation from us for service in any capacity during 2010.

(4)  Mr. Nachman’s base salary was paid in British pounds sterling beginning May 9, 2012. The cost of living adjustment and
stipend, as described in note (2) above, were also paid in British pounds sterling. All such amounts were converted using the
interbank exchange rate in effect on the date of payment.

COMPENSATION PLANS AND ARRANGEMENTS

Employment Agreements

We entered into amended and restated employment letter agreements with each of our executive officers on February 3, 2012. The
agreements do not provide for a specific employment term and our executive officers are employed on an at-will basis. The amended
and restated employment letter agreements provide that our executive officers are eligible to participate in our incentive compensation
programs, insurance programs and other employee benefit plans established by us, including our Severance Plan.

The executive officers’ original offer letters provided for initial base salary, eligibility to participate in our standard benefit plans
and in certain cases, initial stock option grants, but did not provide for severance, other than for Mr. Krolik, who was entitled to
certain cash payments and equity acceleration in the event of his involuntary termination of employment following a change in
control. Under the amended and restated agreements, however, our executive officers are eligible to participate in our Severance Plan.
With respect to Mr. Krolik, the benefits available under the Severance Plan replaced the cash severance protections included in his
original offer letter. The amended and restated agreements did not, however, modify the vesting or other terms of the executive
officers’ existing equity award agreements.
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Severance Arrangements

Severance Plan. Each of our executives at the level of vice president or above, including our named executive officers, who is
deemed to be an officer under Section 16 of the Exchange Act and selected by the Board is eligible to participate in the Severance
Plan.

Each eligible participant who suffers an involuntary termination without cause or a constructive termination will be eligible to
receive, provided that he signs a release of claims and complies with continuing obligations of confidentiality, (i) a lump sum cash
payment equal to one year of his then-current base salary, (ii) a lump sum bonus payment equal to the actual cash bonus amount the
participant would have earned for the year in which the termination occurred, if any, based on our actual performance, prorated for the
period of active service and (iii) six months of company-paid health insurance coverage. In the event a participant suffers an
involuntary termination without cause or a constructive termination in the same year as a change in control (as defined in our
Severance Plan), the lump sum bonus payment will be equal to the actual cash bonus amount as if we achieved all of the goals under
the bonus plan in the year in which the termination occurred and will not be pro-rated. Additionally, each participant who experiences
an involuntary termination without cause or a constructive termination on or within 12 months following a change in control will
receive accelerated vesting of 50% of the number of their unvested shares subject to each equity award held by such participant that
was awarded after the adoption of the Severance Plan.

These benefits are subject to a “best after-tax™ provision in the case the benefits would trigger excise tax penalties and loss of
deductibility under Sections 280G and 4999 of the Code. This means that the executive officer will receive whichever of the following
two alternative forms of payment would result in executive officer’s receipt, on an after-tax basis, of the greater amount of the benefits
notwithstanding that all or some portion of the benefit may be subject to the excise tax: (i) payment in full of the entire amount of the
benefits, or (ii) payment of only a part of the benefit so that the executive officer receives the largest benefit possible without the
imposition of the excise tax. If a participant has other severance benefits in another agreement with us, he or she will not receive
double benefits.

Equity Awards. As noted in the Compensation Discussion and Analysis, prior to adopting our Severance Plan, we generally did not
enter into employment agreements providing for post-employment compensation in the form of cash severance or continued employee
benefits to our executive officers. Instead, we offered our executive officers change in control and severance protections in the form of
limited rights to acceleration of vesting on a change in control and upon involuntary terminations of employment following a change
in control. Most of the awards with vesting acceleration benefits vested in full prior to the time of our IPO (or upon the IPO as noted
below). With regard to the awards with remaining acceleration benefits, in the event there is a change in control:

e 25% of the then-unvested shares subject to the stock options granted to Messrs. Stoppelman and Donaker for 1,601,039 shares
of Class B Common Stock and 1,309,941 shares of Class B Common Stock, respectively, in January 2011 would vest upon the
completion of such change in control. In addition, 50% of the then-unvested shares subject to these stock option awards vested
upon our [PO in accordance with the applicable equity agreements.

o 50% of the total number of shares subject to the stock options granted to each of Messrs. Nachman and Wilson for 187,499
shares of Class B Common Stock and 187,500 shares of Class B Common Stock, respectively, in January 2011 would vest
upon the elimination of the optionee’s position, or a material reduction in his responsibilities as compared to his
responsibilities prior to such change in control, within one year after the change in control.

o 50% of the then-unvested shares subject to the stock option for 32,812 shares of Class B Common Stock and the restricted
stock award of 150,000 shares of Class B Common Stock granted to Mr. Krolik in July 2011would vest upon his termination
without cause, or a material reduction in his responsibilities as compared to his responsibilities prior to such change in control,
within one year after the change in control, subject to Mr. Krolik delivering to the Company and not revoking a release of
claims.

68




Equity awards are also subject to potential vesting acceleration under the terms of our equity plans. For a summary of these terms,
see “—Equity Incentive Plans” below.

Equity Incentive Plans
2012 Equity Incentive Plan

The terms of our 2012 Plan are as described in Proposal No. 2, provided that only 16,257,359 shares of Class A Common Stock
are currently reserved for issuance under our 2012 Plan.

2011 Equity Incentive Plan

Our Board adopted, and our stockholders approved, our 2011 Plan in July 2011, as a successor to and continuation of our 2005
Plan discussed below. Effective as of July 2011, our Board terminated our 2005 Plan and provided that no further stock awards were
to be granted under our 2005 Plan.

As of April 8, 2013, options to purchase 1,224,814 shares of our Class B Common Stock at a weighted-average exercise price per
share of $8.39 remained outstanding under our 2011 Plan. No grants have been made under our 2011 Plan since the date of our initial
public offering and no further awards will be granted under our 2011 Plan. All outstanding awards continue to be governed by their
existing terms.

Our Board has delegated concurrent authority to administer our 2011 Plan to our Compensation Committee under the terms of the
Compensation Committee’s charter.

Our 2011 Plan provides that in the event of a specified corporate transaction, as defined under our 2011 Plan, the administrator
will determine how to treat each outstanding stock award. The administrator may (i) arrange for the assumption, continuation or
substitution of a stock award by a successor corporation; (ii) arrange for the assignment of any reacquisition or repurchase rights held
by us to a successor corporation; (iii) accelerate the vesting of the stock award and provide for its termination prior to the transaction
and arrange for the lapse of any reacquisition or repurchase rights held by us; or (iv) cancel the stock award prior to the transaction in
exchange for a cash payment, which may be reduced by the exercise price payable in connection with the stock award. The
administrator is not obligated to treat all stock awards or portions of stock awards, even those that are of the same type, in the same

manner.

The administrator may provide, in an individual award agreement or in any other written agreement between a participant and us,
that the stock award will be subject to additional acceleration of vesting and exercisability in the event of a change in control. In the
absence of such a provision, no acceleration of the stock award will occur.

Amended and Restated 2005 Equity Incentive Plan

Our Board adopted, and our stockholders approved, our 2005 Plan in September 2005. Effective as of July 2011, our Board
terminated our 2005 Plan and provided that no further stock awards were to be granted under our 2005 Plan. All outstanding stock
awards under our 2005 Plan will continue to be governed by their existing terms.

Our Board has delegated concurrent authority to administer our 2005 Plan to our Compensation Committee under the terms of the
Compensation Committee’s charter.
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In the event of a corporate transaction, including a reorganization, merger, consolidation, split-up, spin-off or combination, or a
disposition of our securities, the administrator will determine how to treat each outstanding stock award. The administrator may (i)
provide for the purchase of the stock award for cash had the stock award been exercisable, payable or fully vested, or provide for the
replacement of the stock award with other rights or property determined by the administrator; (ii) provide that the stock award will be
exercisable in full; (iii) provide for the assumption or substitution of the stock award by a successor corporation; (iv) adjust the
number and type of securities or property subject to the stock award and/or the terms and conditions (including the grant or exercise
price) of the stock award or stock awards that may be granted in the future; or (v) provide that the stock award will not be exercisable
and will terminate immediately upon the consummation of the transaction, provided that for a specified period of time prior to the
transaction, the stock award will be exercisable in full, the restrictions imposed on the shares subject to the stock award may be
terminated and any repurchase price held by us will no longer be in effect.

2012 Employee Stock Purchase Plan

Our Board has adopted, and our stockholders have approved, our 2012 ESPP. As of April 8, 2013, the maximum aggregate
number of shares of our Class A Common Stock that may be issued under our 2012 ESPP is 2,320,105 shares. Additionally, the
number of shares of our Class A Common Stock reserved for issuance under our 2012 ESPP will increase automatically each year
through and including January 1, 2022, by the least of (i) 2% of the total number of shares of our capital stock outstanding on
December 31 of the preceding calendar year; (ii) 5,000,000 shares of Class A Common Stock; or (iii) such lesser number as
determined by our Board. Shares subject to purchase rights granted under our 2012 ESPP that terminate without having been exercised
in full will not reduce the number of shares available for issuance under our 2012 ESPP.

Our Board, or a duly authorized committee thereof, will administer our 2012 ESPP. Our Board has delegated concurrent authority
to administer our 2012 ESPP to our Compensation Committee under the terms of the Compensation Committee’s charter.

Our employees, including executive officers, or any employees of our designated affiliates may have to satisfy one or more of the
following service requirements before participating in our 2012 ESPP, as determined by the administrator: (i) customary employment
with us or one of our affiliates for more than 20 hours per week and more than five months per calendar year, or (ii) continuous
employment with us or one of our affiliates for a minimum period of time, not to exceed two years, prior to the first date of an
offering. An employee may not be granted rights to purchase stock under our 2012 ESPP if such employee (i) immediately after the
grant would own stock possessing 5% or more of the total combined voting power or value of our common stock, or (ii) holds rights
to purchase stock under our 2012 ESPP that would accrue at a rate that exceeds $25,000 worth of our stock for each calendar year that
the rights remain outstanding.

The administrator may approve offerings with a duration of not more than 27 months, and may specify one or more shorter
purchase periods within each offering. Each offering will have one or more purchase dates on which shares of our Class A Common
Stock will be purchased for the employees who are participating in the offering. The administrator, in its discretion, will determine the
terms of offerings under our 2012 ESPP. No offerings have been approved at this time.

Our 2012 ESPP permits participants to purchase shares of our Class A Common Stock through payroll deductions or other
methods, if required by law, with up to 15% of their earnings. The purchase price of the shares will be not less than 85% of the lower
of the fair market value of our Class A Common Stock on the first day of an offering or on the date of purchase.
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A participant may not transfer purchase rights under our 2012 ESPP other than by will, the laws of descent and distribution or as
otherwise provided under our 2012 ESPP.

In the event of a specified corporate transaction, such as our merger or change in control, a successor corporation may assume,
continue or substitute each outstanding purchase right. If the successor corporation does not assume, continue or substitute for the
outstanding purchase rights, the offering in progress will be shortened and a new exercise date will be set. The participants’ purchase
rights will be exercised on the new exercised date and such purchase rights will terminate immediately thereafter.

Our 2012 ESPP will remain in effect until terminated by the administrator in accordance with the terms of the 2012 ESPP. Our
Board has the authority to amend, suspend or terminate or 2012 ESPP, at any time and for any reason.

Additional Benefits

We maintain a tax-qualified 401(k) retirement plan for all employees who satisfy certain eligibility requirements, including
requirements relating to age and length of service. Under our 401(k) plan, employees may elect to defer a portion of their eligible
compensation subject to applicable annual limits under the Code. We intend for the 401(k) plan to qualify under Section 401(a) and
501(a) of the Code so that contributions by employees to the 401(k) plan, and income earned on those contributions, are not taxable to
employees until withdrawn from the 401(k) plan.

For a description of additional benefits we offer to our executive officers, including health and welfare benefits and the additional
benefits provided to Mr. Nachman in connection with his secondment to Yelp UK Ltd., please see “—Compensation Discussion and
Analysis—Executive Compensation Components—Employee Benefits.”
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END

The following table shows certain information regarding outstanding equity awards at December 31, 2012 for the named executive
officers. Each of the equity awards set forth below covers shares of our Class B Common Stock.

Outstanding Equity Awards At December 31, 2012

Option Awards Stock Awards
Number of Number of
Securities Securities Number of Market Value
Underlying Underlying Shares or of Shares or
Unexercised Unexercised Option Option Units of Stock  Units of Stock
Options (#) Options (#) Exercise = Expiration that Have Not  that Have Not
Name Exercisable Unexercisable  Price ($) Date Vested (#) Vested ($)

2

Rob Krolik 26,562 48,4380 $ 9.08  07/26/2021 — -
— — — — 100,659 $1,897,4229

e S i S BN S SR A Z
Jed Nachman 96,875 — $0.1962  07/30/2017 — —
77,500 — $ 1.08  04/22/2018 — —
77,501 10_9,998(6) $ 716  01/05/2021 — —

(1)  For the first 12 months following the vesting commencement date of November 10, 2010, 13,342 shares vested monthly; for the
second 12 months, 20,013 shares vested monthly; for the third 12 months, 26,684 shares vest monthly; for the fourth 12
months, 33,355 shares vest monthly; and for the fifth 12 months, the remainder of shares outstanding vest ratably.

(2)  25% of the shares underlying this option vested on July 27, 2012. Thereafter, the remaining shares vest in a series of 36 equal
monthly instaliments.

(3)  25% of the shares underlying this award vested on July 27, 2012 and 2,466 shares vested on August 2012. Thereafter, 1/16 of

the shares subject to the award (or remaining portion thercof, if smaller) vest on the twentieth day of each November, February,
May and August thereafter until all shares are vested.

72




@

&)

©

)

Represents the market value of the unvested shares subject to the indicated restricted stock award based on the closing price of
our Class A Common Stock on December 31, 2012, which was $18.85 per share. The value assumes that the fair market value
of the shares of our Class B Common Stock, which is not listed or approved for trading on or with any securities exchange or
association, is equal to the fair market value of shares of our Class A Common Stock.

For the first 12 months following the vesting commencement date of November 10, 2010, 10,916 shares underlying the option
vested monthly; for the second 12 months, 16,374 shares vested monthly; for the third 12 months, 21,833 shares vest monthly;
for the fourth 12 months, 27,291 shares vest monthly; and for the fifth 12 months, the remainder of shares outstanding vest

ratably.

For the first 10 months following the vesting commencement date of August 10, 2011, 4,250 shares vested monthly; thereafter,
5,000 shares shall vest on a monthly basis for 29 months.

The shares underlying the option vest ratably each month following the vesting commencement date of November 1, 2011 for a
total of 36 months.

OPTION EXERCISES AND STOCK VESTED

The following table shows certain information regarding option exercises and stock vested during the year ended December 31,
2012 with respect to the named executive officers.

Name

Rob Krolik

Option Exercises and Stock Vested in the Year Ended December 31,2012

Option Awards Stock Awards
Number of Value Number of Value
Shares Acquired Realized on Shares Acquired Realized on

on Exercise (#)(1) Exercise ($)(2) on Vesting (#)(1) Vesting (8)(3)

M

@

€)

In each case, the shares exercised or vested were shares of our Class B Common Stock. However, upon each exercise Messts.
Stoppelman and Donaker sold such shares of Class B Common Stock, resulting in their automatic conversion into shares of
Class A Common Stock on a share-for-share basis.

The value realized is calculated as the difference between the closing price of our Class A Common Stock on the date of
exercise and the applicable exercise price of such options, multiplied by the number of shares underlying the options that were
exercised. The value assumes that the fair market value of the shares of our Class B Common Stock is equal to the fair market
value of shares of our Class A Common Stock. However, as noted above, upon each exercise Messrs. Stoppelman and Donaker
sold the exercised shares. The aggregate value realized upon such sales, calculated as the difference between the actual sales
price of the shares underlying the options exercised and the applicable aggregate exercise price of such options, was
$15,604,222 for Mr. Stoppelman and $3,034,857 for Mr. Donaker.

The value realized equals the closing price of our Class A Common Stock on each vesting date or, if the vesting date fell on a
non-trading day, the closing price on the trading day preceding the vesting date, multiplied by the number of shares vested on
that date. The value assumes that the fair market value of the shares of our Class B Common Stock is equal to the fair market
value of shares of our Class A Common Stock.
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL

The following table sets forth quantitative estimates of the benefits that each of our named executive officers would be entitled to
in connection with certain termination and change in control events pursuant to the Severance Plan and pursuant to the terms of their
equity awards. The table assumes that the qualifying termination or change in control event, as applicable, occurred on December 31,
2012.

Lump Sum Cash  Continuation

Severance Payment  of Benefits  Value of Equity
Name 6310)) 32 Acceleration (§) Total ($)

Rob Krolik
Qualifying Termination™ 300,000 4,850 — 304,850
Change in Control -— — —_ —
Qualifying Termination Upon Change in Control© 300000 4850 1,185,331 1,490,181

kLS
S

Jed Nachman
Qualifying Termination®™ 302,414 4,850 — 307,264
Change in Control —_ —_ — —
Qualifying Termination Upon Change in Co:ztrolm) 302414 1,403,190

oo
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Represents one year of the executive officer’s base salary in effect as of December 31, 2012. The amount indicated does not
include the payment of any accrued salary or vacation that may be due upon termination of employment. Mr. Nachman’s base
salary of £187,126 is converted using the interbank exchange rate in effect on December 31, 2012 of $1.6161 to £1.00.

Represents six months of payments of premiums for continued health insurance coverage under COBRA, assuming in each case
that the executive officer timely elects to receive the benefits. Under the Severance Plan, we would continue to pay such
premiums for six months unless the executive officer earlier (i) becomes eligible for substantially equivalent health insurance
coverage in connection with new employment or self-employment or (ii) loses eligibility for continuation coverage under
COBRA.

Represents benefits payable under the Severance Plan upon an involuntary termination without cause or a constructive
termination (as such terms are defined in the Severance Plan).

Represents vesting acceleration upon a change in control under the terms of an equity award held by such executive officer.

The value is calculated as (a) the difference between $18.85, the closing price of our Class A Common Stock on December 31,
2012, and the exercise price of the applicable option, multiplied by (b) the number of unvested options subject to accelerated
vesting held by the applicable named executive officer. Assumes that the fair market value of the shares of our Class B
Common is equal to the fair market value of shares of our Class A Common Stock.

Represents (i) benefits payable under the Severance Plan upon an involuntary termination without cause or a constructive
termination that occurs on or within the 12 months following a change in control (as such terms are defined in the Severance
Plan) and (ii) vesting acceleration under the terms of equity awards held by such executive officer. As of December 31, 2012,
the executive officers did not hold any equity awards that were granted after the adoption of the Severance Plan. As a result,
none of the executive officers are entitled to vesting acceleration under the Severance Plan. However, each of the executive
officers is entitled to certain vesting acceleration under outstanding equity award agreements, as indicated.

Under his equity award agreements, Mr. Krolik is entitled to certain vesting acceleration if, within one year following a change
in control, he is terminated without cause or there is a material reduction in his responsibilities. The value of the vesting
acceleration is calculated as the sum of (a) the number of unvested shares underlying Mr. Krolik’s restricted stock award
subject to accelerated vesting multiplied by $18.85, the closing price of our Class A Common Stock on December 31, 2012, and
(b) the amount described in note (5) above. Assumes that the fair market value of the shares of our Class B Common is equal to
the fair market value of shares of our Class A Common Stock.

Under their equity award agreements, each of Messrs. Nachman and Wilson is entitled to certain vesting acceleration if, within
one year following a change in control, there is an elimination of his position or there is a material reduction in his
responsibilities.
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TRANSACTIONS WITH RELATED PERSONS
RELATED-PERSON TRANSACTIONS POLICY AND PROCEDURES

We have adopted a written Related-Person Transactions Policy that sets forth our policies and procedures regarding the
identification, review, consideration and approval or ratification of “related-person transactions.” For purposes of our policy only, a
“related-person transaction” is a transaction, arrangement or relationship (or any series of similar transactions, arrangements or
relationships) in which the Company and any “related person” are participants involving an amount that exceeds $100,000.
Transactions involving compensation for services provided to the Company as an employee, director or consultant are not covered by
this policy. A related person is any executive officer, director or more than five percent stockholder of the Company, including any of
their immediate family members, and any entity owned or controlled by such persons.

Under the policy, where a transaction has been identified as a related-person transaction, management must present information
regarding the proposed related-person transaction to the Audit Committee (or, where Audit Committee approval would be
inappropriate, to another independent committee of the Board) for consideration and approval or ratification. The presentation must
include a description of, among other things, the material facts, the interests, direct and indirect, of the related persons, the benefits to
the Company of the transaction and whether any alternative transactions were available. To identify related-person transactions in
advance, we rely on information supplied by our executive officers, directors and certain significant stockholders.

In considering related-person transactions, the Audit Committee takes into account the relevant available facts and circumstances
including, but not limited to (a) the risks, costs and benefits to the Company, (b) the impact on a director’s independence in the event
the related person is a director, immediate family member of a director or an entity with which a director is affiliated, (c) the terms of
the transaction, (d) the availability of other sources for comparable services or products and (e) the terms available to or from, as the
case may be, unrelated third parties or to or from employees generally. The policy requires that, in determining whether to approve,
ratify or reject a related-person transaction, the Audit Committee consider, in light of known circumstances, whether the transaction is
in, or is not inconsistent with, the best interests of the Company and our stockholders, as the Audit Committee determines in the good
faith exercise of its discretion.

CERTAIN RELATED-PERSON TRANSACTIONS

Other than compensation arrangements, we describe below transactions and series of similar transactions, during the year ended
December 31, 2012, to which we were or will be a party, in which:

e the amounts involved exceeded or will exceed $120,000; and

e any of our directors, executive officers or holders of more than five percent of any class of our common stock, or any
immediate family member of the foregoing persons, had or will have a direct or indirect material interest.

For complete descriptions of compensation arrangements for our directors and named executive officers, see “Information
Regarding the Board of Directors and Corporate Governance—Director Compensation” and “Executive Compensation,”
respectively.

Investor Rights Agreement

On January 22, 2010, we entered into a Fourth Amended and Restated Investor Rights Agreement with holders of our then-
outstanding preferred stock, including entities with which certain of our directors are affiliated. As of December 31, 2012, the holders
of up to 35,816,772 shares of our Class B Common Stock are entitled to certain rights with respect to the registration of their shares.
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The Yelp Foundation

In November 2011, our Board approved the establishment of The Yelp Foundation, a non-profit organization designed to support
consumers and businesses in the communities in which we operate. Messts. Stoppelman, Donaker, Krolik and Wilson are officers and
directors of The Yelp Foundation. In the quarter ended December 31, 2011, our Board approved the contribution and issuance to The
Yelp Foundation of 520,000 shares of our common stock. The Yelp Foundation sold 50,000 of these shares in our initial public
offering in March 2012 for net proceeds of $697,500 before expenses. The Yelp Foundation currently holds 470,000 shares of Class B
Common Stock, representing less than 1% of our outstanding capital stock. As described in the “Executive Compensation” section,
The Yelp Foundation also made matching charitable donations on behalf of Messrs. Stoppelman, Krolik, Donaker and Wilson in 2012,
as reflected in the Summary Compensation Table.

Indemnification

Our Amended and Restated Certificate of Incorporation and Bylaws provide that we will indemnify our directors and officers, and
may indemnify our employees and other agents, to the fullest extent permitted by the Delaware General Corporation Law. In addition
to the indemnification required in our Amended and Restated Certificate of Incorporation and Bylaws, we have entered into
indemnification agreements with each of our current directors, officers and certain employees. These agreements provide for the
indemnification of such persons for all reasonable expenses and liabilities incurred in connection with any action or proceeding
brought against them by reason of the fact that they are or were serving in such capacity. We have obtained director and officer
liability insurance to cover liabilities our directors and officers may incur in connection with their services to us.
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HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for
Notices of Internet Availability of Proxy Materials or other Annual Meeting materials with respect to two or more stockholders
sharing the same address by delivering a single Notice of Internet Availability of Proxy Materials or other Annual Meeting materials
addressed to those stockholders. This process, which is commonly referred to as “householding,” potentially means extra convenience
for stockholders and cost savings for companies.

This year, we and a number of brokers with account holders who are Yelp stockholders will be “householding” our proxy
materials. A single Notice of Internet Availability of Proxy Materials will be delivered to multiple stockholders sharing an address
unless contrary instructions have been received from the affected stockholders. Once you have received notice from us (if you are a
stockholder of record) or your broker (if you are a beneficial owner) that we or they, as applicable, will be “householding”
communications to your address, “householding” will continue until you are notified otherwise or until you revoke your consent. If, at
any time, you no longer wish to participate in “householding” and would prefer to receive a separate Notice of Internet Availability of
Proxy Materials, or if you currently receive multiple copies and would like to request “householding” of your communications, please
notify the Company or your broker. Direct your written request to the Company to Corporate Secretary, Yelp Inc., 706 Mission Street,
San Francisco, California 94103 or contact our Corporate Secretary at (415) 908-3801.

OTHER MATTERS

The Board knows of no other matters that will be presented for consideration at the Annual Meeting. If any other matters are
properly brought before the meeting, it is the intention of the persons named in the accompanying proxy to vote on such matters in
accordance with their best judgment.

By Order of the Board of Directors

Laurence Wilson
Secretary

April 23,2013

A copy of the Company’s Annual Report to the Securities and Exchange Commission on Form 10-K for the fiscal year
ended December 31, 2012 is available without charge upon written request to: Corporate Secretary, Yelp Inc., 706 Mission
Street, San Francisco, California 94103.
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ANNEX A

YELP INC.

2012 EQuITY INCENTIVE PLAN

ADOPTED BY THE BOARD OF DIRECTORS: JANUARY 25, 2012
APPROVED BY THE STOCKHOLDERS: FEBRUARY 24, 2012
IPO DATE/EFFECTIVE DATE: MARCH 1, 2012
AMENDED BY THE BOARD OF DIRECTORS: JANUARY 30, 2013
APPROVED BY THE STOCKHOLDERS: JUNE 5, 2013

1. GENERAL.

(a) Successor to and Continuation of Prior Plan. The Plan is intended as the successor to and continuation of the Yelp! 2011
Equity Incentive Plan, as amended (the “Prior Plan”). From and after 12:01 a.m. Pacific time on the Effective Date, no additional
stock awards will be granted under the Prior Plan. All Awards granted on or after 12:01 a.m. Pacific Time on the Effective Date will
be granted under this Plan. All stock awards granted under the Prior Plan will remain subject to the terms of the Prior Plan.

(i) Any shares that would otherwise remain available for future grants under the Prior Plan as of 12:01 a.m. Pacific Time
on the Effective Date (the “Prior Plan’s Available Reserve”) will cease to be available under the Prior Plan at such time. Instead, that
number of shares of Common Stock equal to the Prior Plan’s Available Reserve will be added to the Share Reserve (as further
described in Section 3(a) below) and be then immediately available for grants and issuance pursuant to Stock Awards hereunder, up to
the maximum number set forth in Section 3(a) below.

(ii) In addition, from and after 12:01 a.m. Pacific time on the Effective Date, with respect to the aggregate number of
shares subject, at such time, to outstanding stock awards granted under either the Prior Plan or the Yelp! Inc. Amended and Restated
2005 Equity Incentive Plan that would, but for the operation of this sentence, subsequently return to the share reserve of the Prior Plan
by operation of Sections 1(a) and 3(a) of the Prior Plan (such shares the “Refurning Shares”), such shares will not return to the
reserve of the Prior Plan, and instead that number of shares of Common Stock equal to the Returning Shares will immediately be
added to the Share Reserve (as further described in Section 3(a) below) as and when the such a share becomes a Returning Share, up
to the maximum number set forth in Section 3(a) below.

(b) Eligible Award Recipients. Employees, Directors and Consultants are eligible to receive awards.

(c) Available Awards. The Plan provides for the grant of the following Awards: (i) Incentive Stock Options, (ii) Nonstatutory
Stock Options, (iii) Stock Appreciation Rights (iv) Restricted Stock Awards, (v) Restricted Stock Unit Awards, (vi) Performance
Stock Awards, (vii) Performance Cash Awards, and (viii) Other Stock Awards.

(d) Purpese. This Plan, through the granting of Awards, is intended to help the Company secure and retain the services of
eligible award recipients, provide incentives for such persons to exert maximum efforts for the success of the Company and any
Affiliate, and provide a means by which the eligible recipients may benefit from increases in value of the Common Stock.




2. ADMINISTRATION.

(a) Administration by Board. The Board will administer the Plan. The Board may delegate administration of the Plan to a
Committee or Committees, as provided in Section 2(c).

(b) Powers of Board. The Board will have the power, subject to, and within the limitations of, the express provisions of the
Plan:

(i) To determine: (A) who will be granted Awards; (B) when and how each Award will be granted; (C) what type of Award
will be granted; (D) the provisions of each Award (which need not be identical), including when a person will be permitted to exercise
or otherwise receive cash or Common Stock under the Award; (E) the number of shares of Common Stock subject to, or the cash
value of, an Award; and (F) the Fair Market Value applicable to a Stock Award.

(i) To construe and interpret the Plan and Awards granted under it, and to establish, amend and revoke rules and
regulations for administration of the Plan and Awards. The Board, in the exercise of these powers, may correct any defect, omission or
inconsistency in the Plan or in any Award Agreement or in the written terms of a Performance Cash Award, in a manner and to the
extent it will deem necessary or expedient to make the Plan or Award fully effective.

(iii) To settle all controversies regarding the Plan and Awards granted under it.

(iv) To accelerate, in whole or in part, the time at which an Award may be exercised or vest (or at which cash or shares of
Common Stock may be issued).

(v) To suspend or terminate the Plan at any time. Except as otherwise provided in the Plan or an Award Agreement,
suspension or termination of the Plan will not materially impair a Participant’s rights under his or her then-outstanding Award without
his or her written consent.

(vi) To amend the Plan in any respect the Board deems necessary or advisable, including, without limitation, by adopting
amendments relating to Incentive Stock Options and certain nonqualified deferred compensation under Section 409A of the Code
and/or to bring the Plan or Awards granted under the Plan into compliance therewith, subject to the limitations, if any, of applicable
law. If required by applicable law or listing requirements, and except as provided in Section 9(a) relating to Capitalization
Adjustments, the Company will seek stockholder approval of any amendment of the Plan that (A) materially increases the number of
shares of Common Stock available for issuance under the Plan, (B) materially expands the class of individuals eligible to receive
Awards under the Plan, (C) materially increases the benefits accruing to Participants under the Plan, (D) materially reduces the price at
which shares of Common Stock may be issued or purchased under the Plan, (E) materially extends the term of the Plan, or (F)
materially expands the types of Awards available for issuance under the Plan. Except as otherwise provided in the Plan or an Award
Agreement, no amendment of the Plan will materially impair that Participant’s rights under an outstanding Award without his or her
written consent.

(vii) To submit any amendment to the Plan for stockholder approval, including, but not limited to, amendments to the Plan
intended to satisfy the requirements of (A) Section 162(m) of the Code regarding the exclusion of performance-based compensation
from the limit on corporate deductibility of compensation paid to Covered Employees, (B) Section 422 of the Code regarding
“incentive stock options” or (C) Rule 16b-3.




(viii) To approve forms of Award Agreements for use under the Plan and to amend the terms of any one or more
outstanding Awards. Except with respect to amendments that disqualify or impair the status of an Incentive Stock Option or as
otherwise provided in the Plan or an Award Agreement, no amendment of an outstanding Award will materially impair that
Participant’s rights under his or her outstanding Award without his or her written consent. To be clear, unless prohibited by applicable
law, the Board may amend the terms of an Award without the affected Participant’s consent if necessary (A) to maintain the qualified
status of the Award as an Incentive Stock Option, (B) to clarify the manner of exemption from, or to bring the Award into compliance
with, Section 409A of the Code, or (C) to comply with other applicable laws.

(ix) Generally, to exercise such powers and to perform such acts as the Board deems necessary or expedient to promote the
best interests of the Company and that are not in conflict with the provisions of the Plan or Awards.

(x) To adopt such procedures and sub-plans as are necessary or appropriate to permit participation in the Plan by
Employees, Directors or Consultants who are foreign nationals or employed outside the United States.

(xi) To effect, with the consent of any adversely affected Participant, (A) the reduction of the exercise, purchase or strike
price of any outstanding Stock Award; (B) the cancellation of any outstanding Stock Award and the grant in substitution therefor of a
new (1) Option or SAR, (2) Restricted Stock Award, (3) Restricted Stock Unit Award, (4) Other Stock Award, (5) cash award and/or
(6) award of other valuable consideration determined by the Board, in its sole discretion, with any such substituted award (x) covering
the same or a different number of shares of Common Stock as the cancelled Stock Award and (y) granted under the Plan or another
equity or compensatory plan of the Company; or (C) any other action that is treated as a repricing under generally accepted accounting
principles.




(c) Delegation to Committee.

(i) General. The Board may delegate some or all of the administration of the Plan to a Committee or Committees. If
administration of the Plan is delegated to a Committee, the Committee will have, in connection with the administration of the Plan, the
powers theretofore possessed by the Board that have been delegated to the Committee, including the power to delegate to a
subcommittee of the Committee any of the administrative powers the Committee is authorized to exercise (and references in this Plan
to the Board will thereafter be to the Committee or subcommittee). Any delegation of administrative powers will be reflected in
resolutions, not inconsistent with the provisions of the Plan, adopted from time to time by the Board or Committee (as applicable). The
Board may retain the authority to concurrently administer the Plan with the Committee and may, at any time, revest in the Board some
or all of the powers previously delegated.

(ii) Section 162(m) and Rule 16b-3 Compliance. The Committee may consist solely of two or more Outside Directors, in
accordance with Section 162(m) of the Code, or solely of two or more Non-Employee Directors, in accordance with Rule 16b-3.

(d) Delegation to an Officer. The Board may delegate to one (1) or more Officers the authority to do one or both of the
following (i) designate Employees who are not Officers to be recipients of Options and SARs (and, to the extent permitted by
applicable law, other Stock Awards) and, to the extent permitted by applicable law, the terms of such rights and options, and (ii)
determine the number of shares of Common Stock to be subject to such Stock Awards granted to such Employees; provided, however,
that the Board resolutions regarding such delegation will specify the total number of shares of Common Stock that may be subject to
the Stock Awards granted by such Officer and that such Officer may not grant a Stock Award to himself or herself. Any such Stock
Awards will be granted on the form of Stock Award Agreement most recently approved for use by the Committee or the Board, unless
otherwise provided in the resolutions approving the delegation authority. The Board may not delegate authority to an Officer who is
acting solely in the capacity of an Officer (and not also as a Director) to determine the Fair Market Value pursuant to Section 13(x)(iii)
below.

(e) Effect of Board’s Decision. All determinations, interpretations and constructions made by the Board in good faith will not
be subject to review by any person and will be final, binding and conclusive on all persons.

3. SHARES SUBJECT TO THE PLAN.

(a) Share Reserve. Subject to Section 9(a) relating to Capitalization Adjustments, and the following sentence regarding the
annual increase, the aggregate number of shares of Common Stock that may be issued pursuant to Stock Awards will not exceed
18,257,359 shares (the “Share Reserve”), which number is the sum of (i) the 3,575,500' shares that were initially reserved for
issuance and approved by stockholders on February 24, 2012; (ii) the 2,000,000 shares that were approved by stockholders on June 5,
2013, the date of the Company’s 2013 Annual Meeting of Stockholders; (iii) the 2,540,210 shares subject to the January 1, 2013
annual increase; (iv) the 146,739 shares subject to the Prior Plan’s Available Reserve; and (v) the number of shares that are Returning
Shares, as such shares become available from time to time, in an amount not to exceed 9,994,9102 shares. In addition, the Share
Reserve will automatically increase on January 1% of each year, for a period of not more than ten years, commencing on January 1,
2013 and ending on (and including) January 1, 2022, in an amount equal to 4.0% of the total number of shares of Capital Stock
outstanding on December 31st of the preceding calendar year. Notwithstanding the foregoing, the Board may act prior to January 1%

of a given year to provide that there will be no January 1%t increase in the Share Reserve for such year or that the increase in the Share
Reserve for such year will be a lesser number of shares of Common Stock than would otherwise occur pursuant to the preceding
sentence. For clarity, the Share Reserve in this Section 3(a) is a limitation on the number of shares of Common Stock that may be
issued pursuant to the Plan. Accordingly, this Section 3(a) does not limit the granting of Stock Awards except as provided in Section 7
(a). Shares may be issued in connection with a merger or acquisition as permitted by NASDAQ Listing Rule 5635(c) or, if applicable,
NYSE Listed Company-Manual Section 303A.08, AMEX Company Guide Section 711 or other applicable rule, and such issuance
will not reduce the number of shares available for issuance under the Plan.




(b) Reversion of Shares to the Share Reserve. If a Stock Award or any portion thereof (i) expires or otherwise terminates
without all of the shares covered by such Stock Award having been issued or (ii) is settled in cash (i.e., the Participant receives cash
rather than stock), such expiration, termination or settlement will not reduce (or otherwise offset) the number of shares of Common
Stock that may be available for issuance under the Plan. If any shares of Common Stock issued pursuant to a Stock Award are
forfeited back to or repurchased by the Company because of the failure to meet a contingency or condition required to vest such shares
in the Participant, then the shares that are forfeited or repurchased will revert to and again become available for issuance under the
Plan. Any shares reacquired by the Company in satisfaction of tax withholding obligations on a Stock Award or as consideration for
the exercise or purchase price of a Stock Award will again become available for issuance under the Plan.

(¢) Incentive Stock Option Limit. Subject to the provisions of Section 9(a) relating to Capitalization Adjustments, the
aggregate maximum number of shares of Common Stock that may be issued pursuant to the exercise of Incentive Stock Options will
be 27,500,000° shares of Common Stock.

(d) Section 162(m) Limitations. Subject to the provisions of Section 9(a) relating to Capitalization Adjustments, at such time
as the Company may be subject to the applicable provisions of Section 162(m) of the Code: (i) a maximum of 2,000,000* shares of
Common Stock subject to Options, SARs and Other Stock Awards whose value is determined by reference to an increase over an
exercise or strike price of at least 100% of the Fair Market Value on the date the Stock Award is granted may be granted to any one
Participant during any one calendar year, (ii) a maximum of 2,000,000° shares of Common Stock subject to Performance Stock
Awards may be granted to any one Participant during any one calendar year (whether the grant, vesting or exercise is contingent upon
the attainment during the Performance Period of the Performance Goals) and (iii) a maximum of $2,000,000 may be granted as a
Performance Cash Award to any one Participant during any one calendar year.

(e) Source of Shares. The stock issuable under the Plan will be shares of authorized but unissued or reacquired Common
Stock, including shares repurchased by the Company on the open market or otherwise.

1 The initial 14,302,000 shares reserved for issuance were adjusted to 3,575,500 pursuant to the one-for-four reverse stock split
effective February 2, 2012.

2 The maximum number of Returning Shares was adjusted from 39,979,643 to 9,994,910 pursuant to the one-for-four reverse stock
split effective February 2, 2012.

3 This share limit was adjusted from 110,000,000 to 27,500,000 pursuant to the one-for-four reverse stock split effective February 2,
2012.

4 This share limit was adjusted from 8,000,000 to 2,000,000 pursuant to the one-for-four reverse stock split effective February 2, 2012,

5 This share limit was adjusted from 8,000,000 to 2,000,000 pursuant to the one-for-four reverse stock split effective February 2, 2012.




4. ELIGIBILITY.

(a) Eligibility for Specific Stock Awards. Incentive Stock Options may be granted only to employees of the Company or a
“parent corporation” or “subsidiary corporation” thereof (as such terms are defined in Sections 424(e) and 424(f) of the Code). Stock
Awards other than Incentive Stock Options may be granted to Employees, Directors and Consultants; provided, however, that Stock
Awards may not be granted to Employees, Directors and Consultants who are providing Continuous Service only to any “parent” of
the Company, as such term is defined in Rule 405 of the Securities Act, unless (i) the stock underlying such Stock Awards is treated as
“service recipient stock” under Section 409A of the Code (for example, because the Stock Awards are granted pursuant to a corporate
transaction such as a spin off transaction), (i) the Company, in connection with its legal counsel, has determined that such Stock
Awards are otherwise exempt from Section 409A of the Code, or (iii) the Company, in connection with its legal counsel, has
determined that such Stock Awards comply with the distribution requirements of Section 409A of the Code.

(b) Ten Percent Stockholders. A Ten Percent Stockholder will not be granted an Incentive Stock Option unless the exercise
price of such Option is at least 110% of the Fair Market Value on the date of grant and the Option is not exercisable after the
expiration of five years from the date of grant.

5. PROVISIONS RELATING TO OPTIONS AND STOCK APPRECIATION RIGHTS.

Each Option or SAR will be in such form and will contain such terms and conditions as the Board deems appropriate. All Options
will be separately designated Incentive Stock Options or Nonstatutory Stock Options at the time of grant, and, if certificates are
issued, a separate certificate or certificates will be issued for shares of Common Stock purchased on exercise of each type of Option. If
an Option is not specifically designated as an Incentive Stock Option, or if an Option is designated as an Incentive Stock Option but
some portion or all of the Option fails to qualify as an Incentive Stock Option under the applicable rules, then the Option (or portion
thereof) will be a Nonstatutory Stock Option. The provisions of separate Options or SARs need not be identical; provided, however,
that each Award Agreement will conform to (through incorporation of provisions hereof by reference in the applicable Award
Agreement or otherwise) the substance of each of the following provisions:

(a) Term. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, no Option or SAR will be exercisable
after the expiration of ten years from the date of its grant or such shorter period specified in the Award Agreement.

(b) Exercise Price. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, the exercise or strike price of
each Option or SAR will be not less than 100% of the Fair Market Value of the Common Stock subject to the Option or SAR on the
date the Award is granted. Notwithstanding the foregoing, an Option or SAR may be granted with an exercise or strike price lower
than 100% of the Fair Market Value of the Common Stock subject to the Award if such Award is granted pursuant to an assumption of
or substitution for another option or stock appreciation right pursuant to a Corporate Transaction and in a manner consistent with the
provisions of Section 409A and, if applicable, Section 424(a) of the Code. Each SAR will be denominated in shares of Common Stock
equivalents.

(c) Purchase Price for Options. The purchase price of Common Stock acquired pursuant to the exercise of an Option may be
paid, to the extent permitted by applicable law and as determined by the Board in its sole discretion, by any combination of the
methods of payment set forth below. The Board will have the authority to grant Options that do not permit all of the following
methods of payment (or otherwise restrict the ability to use certain methods) and to grant Options that require the consent of the
Company to use a particular method of payment. The permitted methods of payment are as follows:

(i) by cash, check, bank draft or money order payable to the Company;

(ii) pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board that, prior to the
issuance of the stock subject to the Option, results in either the receipt of cash (or check) by the Company or the receipt of irrevocable
instructions to pay the aggregate exercise price to the Company from the sales proceeds;

(iii) by delivery to the Company (either by actual delivery or attestation) of shares of Common Stock;




(iv) if an option is a Nonstatutory Stock Option, by a “net exercise” arrangement pursuant to which the Company will
reduce the number of shares of Common Stock issuable upon exercise by the largest whole number of shares with a Fair Market Value
that does not exceed the aggregate exercise price; provided, however, that the Company will accept a cash or other payment from the
Participant to the extent of any remaining balance of the aggregate exercise price not satisfied by such reduction in the number of
whole shares to be issued. Shares of Common Stock will no longer be subject to an Option and will not be exercisable thereafter to the
extent that (A) shares issuable upon exercise are reduced to pay the exercise price pursuant to the “net exercise,” (B) shares are
delivered to the Participant as a result of such exercise, and (C) shares are withheld to satisfy tax withholding obligations; or

(v) in any other form of legal consideration that may be acceptable to the Board and specified in the applicable Award
Agreement.

(d) Exercise and Payment of a SAR. To exercise any outstanding SAR, the Participant must provide written notice of
exercise to the Company in compliance with the provisions of the Stock Appreciation Right Agreement evidencing such SAR. The
appreciation distribution payable on the exercise of a SAR will be not greater than an amount equal to the excess of (A) the aggregate
Fair Market Value (on the date of the exercise of the SAR) of a number of shares of Common Stock equal to the number of Common
Stock equivalents in which the Participant is vested under such SAR, and with respect to which the Participant is exercising the SAR
on such date, over (B) the strike price. The appreciation distribution may be paid in Common Stock, in cash, in any combination of the
two or in any other form of consideration, as determined by the Board and contained in the Award Agreement evidencing such SAR.

() Transferability of Options and SARs. The Board may, in its sole discretion, impose such limitations on the transferability
of Options and SARs as the Board will determine. In the absence of such a determination by the Board to the contrary, the following
restrictions on the transferability of Options and SARs will apply:

(i) Restrictions on Transfer. An Option or SAR will not be transferable except by will or by the laws of descent and
distribution (or pursuant to subsections (ii) and (iii) below), and will be exercisable during the lifetime of the Participant only by the
Participant. The Board may permit transfer of the Option or SAR in a manner that is not prohibited by applicable tax and securities
laws. Except as explicitly provided herein, neither an Option nor a SAR may be transferred for consideration.

(ii) Domestic Relations Orders. Subject to the approval of the Board or a duly authorized Officer, an Option or SAR may
be transferred pursuant to the terms of a domestic relations order or official marital settlement agreement. If an Option is an Incentive
Stock Option, such Option may be deemed to be a Nonstatutory Stock Option as a result of such transfer.

(iii) Beneficiary Designation. Subject to the approval of the Board or a duly authorized Officer, a Participant may, by
delivering written notice to the Company, in a form approved by the Company (or the designated broker), designate a third party who,
on the death of the Participant, will thereafter be entitled to exercise the Option or SAR and receive the Common Stock or other
consideration resulting from such exercise. In the absence of such a designation, the executor or administrator of the Participant’s
estate will be entitled to exercise the Option or SAR and receive the Common Stock or other consideration resulting from such
exercise. However, the Company may prohibit designation of a beneficiary at any time, including due to any conclusion by the
Company that such designation would be inconsistent with the provisions of applicable laws.

() Vesting Generally. The total number of shares of Common Stock subject to an Option or SAR may vest and therefore
become exercisable in periodic installments that may or may not be equal. The Option or SAR may be subject to such other terms and
conditions on the time or times when it may or may not be exercised (which may be based on the satisfaction of Performance Goals or
other criteria) as the Board may deem appropriate. The vesting provisions of individual Options or SARs may vary. The provisions of
this Section 5(f) are subject to any Option or SAR provisions governing the minimum number of shares of Common Stock as to which
an Option or SAR may be exercised.




(g) Termination of Continuous Service. Except as otherwise provided in the applicable Award Agreement or other
agreement between the Participant and the Company, if a Participant’s Continuous Service terminates (other than for Cause and other
than upon the Participant’s death or Disability), the Participant may exercise his or her Option or SAR (to the extent that the
Participant was entitled to exercise such Award as of the date of termination of Continuous Service) within the period of time ending
on the carlier of (i) the date three months following the termination of the Participant’s Continuous Service and (ii) the expiration of
the term of the Option or SAR as set forth in the Award Agreement. If, after termination of Continuous Service, the Participant does
not exercise his or her Option or SAR within the applicable time frame, the Option or SAR will terminate.

(h) Extension of Termination Date. If the exercise of an Option or SAR following the termination of the Participant’s
Continuous Service (other than for Cause and other than upon the Participant’s death or Disability) would be prohibited at any time
solely because the issuance of shares of Common Stock would violate the registration requirements under the Securities Act, then the
Option or SAR will terminate on the earlier of (i) the expiration of a total period of three months (that need not be consecutive) after
the termination of the Participant’s Continuous Service during which the exercise of the Option or SAR would not be in violation of
such registration requirements, and (ii) the expiration of the term of the Option or SAR as set forth in the applicable Award
Agreement. In addition, unless otherwise provided in a Participant’s Award Agreement, if the sale of any Common Stock received on
exercise of an Option or SAR following the termination of the Participant’s Continuous Service (other than for Cause) would violate
the Company’s insider trading policy, then the Option or SAR will terminate on the earlier of (i) the expiration of a period of months
(that need not be consecutive) equal to the applicable post-termination exercise period after the termination of the Participant’s
Continuous Service during which the sale of the Common Stock received upon exercise of the Option or SAR would not be in
violation of the Company’s insider trading policy, or (ii) the expiration of the term of the Option or SAR as set forth in the applicable
Award Agreement.

(i) Disability of Participant. Except as otherwise provided in the applicable Award Agreement or other agreement between
the Participant and the Company, if a Participant’s Continuous Service terminates as a result of the Participant’s Disability, the
Participant may exercise his or her Option or SAR (to the extent that the Participant was entitled to exercise such Option or SAR as of
the date of termination of Continuous Service), but only within such period of time ending on the earlier of (i) the date 12 months
following such termination of Continuous Service and (ii) the expiration of the term of the Option or SAR as set forth in the Award
Agreement. If, after termination of Continuous Service, the Participant does not exercise his or her Option or SAR within the
applicable time frame, the Option or SAR (as applicable) will terminate.

(j) Death of Participant. Except as otherwise provided in the applicable Award Agreement or other agreement between the
Participant and the Company, if (i) a Participant’s Continuous Service terminates as a result of the Participant’s death, or (ii) the
Participant dies within the period (if any) specified in the Award Agreement for exercisability after the termination of the Participant’s
Continuous Service for a reason other than death, then the Option or SAR may be exercised (to the extent the Participant was entitled
to exercise such Option or SAR as of the date of death) by the Participant’s estate, by a person who acquired the right to exercise the
Option or SAR by bequest or inheritance or by a person designated to exercise the Option or SAR upon the Participant’s death, but
only within the period ending on the earlier of (i) the date 18 months following the date of death and (ii) the expiration of the term of
such Option or SAR as set forth in the Award Agreement. If, after the Participant’s death, the Option or SAR is not exercised within
the applicable time frame, the Option or SAR will terminate.

(k) Termination for Cause. Except as explicitly provided otherwise in a Participant’s Award Agreement, if a Participant’s
Continuous Service is terminated for Cause, the Option or SAR will terminate upon the date on which the event giving rise to the
termination for Cause first occurred, and the Participant will be prohibited from exercising his or her Option or SAR from and after
the date on which the event giving rise to the termination for Cause first occurred (or, if required by law, the date of termination of
Continuous Service).




(1) Non-Exempt Employees. If an Option or SAR is granted to an Employee who is a non-exempt employee for purposes of
the Fair Labor Standards Act of 1938, as amended, the Option or SAR will not be first exercisable for any shares of Common Stock
until at least six (6) months following the date of grant of the Option or SAR (although the Award may vest prior to such date).
Consistent with the provisions of the Worker Economic Opportunity Act, (i) if such non-exempt Employee dies or suffers a Disability,
(ii) upon a Corporate Transaction in which such Option or SAR is not assumed, continued, or substituted, (iii) upon a Change in
Control, or (iv) upon the Participant’s retirement (as such term may be defined in the Participant’s Award Agreement in another
agreement between the Participant and the Company, or, if no such definition, in accordance with the Company's then current
employment policies and guidelines), the vested portion of any Options and SARs may be exercised earlier than six months following
the date of grant. The foregoing provision is intended to operate so that any income derived by a non-exempt employee in connection
with the exercise or vesting of an Option or SAR will be exempt from his or her regular rate of pay. To the extent permitted and/or
required for compliance with the Worker Economic Opportunity Act to ensure that any income derived by a non-exempt employee in
connection with the exercise, vesting or issuance of any shares under any other Stock Award will be exempt from the employee’s
regular rate of pay, the provisions of this Section 5(1) will apply to all Stock Awards and are hereby incorporated by reference into
such Stock Award Agreements.

6. PROVISIONS OF STOCK AWARDS OTHER THAN OPTIONS AND SARS.

(a) Restricted Stock Awards. Each Restricted Stock Award Agreement will be in such form and will contain such terms and
conditions as the Board will deem appropriate. To the extent consistent with the Company’s bylaws, at the Board’s election, shates of
Common Stock may be (x) held in book entry form subject to the Company’s instructions until any restrictions relating to the
Restricted Stock Award lapse; or (y) evidenced by a certificate, which certificate will be held in such form and manner as determined
by the Board. The terms and conditions of Restricted Stock Award Agreements may change from time to time, and the terms and
conditions of separate Restricted Stock Award Agreements need not be identical. Each Restricted Stock Award Agreement will
conform to (through incorporation of the provisions hereof by reference in the agreement or otherwise) the substance of each of the
following provisions:

(i) Consideration. A Restricted Stock Award may be awarded in consideration for (A) cash, check, bank draft or money
order payable to the Company, (B) past services to the Company or an Affiliate, or (C) any other form of legal consideration
(including future services) that may be acceptable to the Board, in its sole discretion, and permissible under applicable law.

(ii) Vesting. Shares of Common Stock awarded under the Restricted Stock Award Agreement may be subject to forfeiture
to the Company in accordance with a vesting schedule to be determined by the Board.

(iii) Termination of Participant’s Continuous Service. If a Participant’s Continuous Service terminates, the Company
may receive through a forfeiture condition or a repurchase right any or all of the shares of Common Stock held by the Participant that
have not vested as of the date of termination of Continuous Service under the terms of the Restricted Stock Award Agreement.

(iv) Transferability. Rights to acquire shares of Common Stock under the Restricted Stock Award Agreement will be
transferable by the Participant only upon such terms and conditions as are set forth in the Restricted Stock Award Agreement, as the
Board will determine in its sole discretion, so long as Common Stock awarded under the Restricted Stock Award Agreement remains
subject to the terms of the Restricted Stock Award Agreement.

(v) Dividends. A Restricted Stock Award Agreement may provide that any dividends paid on Restricted Stock will be
subject to the same vesting and forfeiture restrictions as apply to the shares subject to the Restricted Stock Award to which they relate.

(b) Restricted Stock Unit Awards. Each Restricted Stock Unit Award Agreement will be in such form and will contain such
terms and conditions as the Board will deem appropriate. The terms and conditions of Restricted Stock Unit Award Agreements may
change from time to time, and the terms and conditions of separate Restricted Stock Unit Award Agreements need not be identical.
Each Restricted Stock Unit Award Agreement will conform to (through incorporation of the provisions hereof by reference in the
Agreement or otherwise) the substance of each of the following provisions:




(i) Consideration. At the time of grant of a Restricted Stock Unit Award, the Board will determine the consideration, if
any, to be paid by the Participant upon delivery of each share of Common Stock subject to the Restricted Stock Unit Award. The
consideration to be paid (if any) by the Participant for each share of Common Stock subject to a Restricted Stock Unit Award may be
paid in any form of legal consideration that may be acceptable to the Board, in its sole discretion, and permissible under applicable
law.

(ii) Vesting. At the time of the grant of a Restricted Stock Unit Award, the Board may impose such restrictions on or
conditions to the vesting of the Restricted Stock Unit Award as it, in its sole discretion, deems appropriate.

(iii) Payment. A Restricted Stock Unit Award may be settled by the delivery of shares of Common Stock, their cash
equivalent, any combination thereof or in any other form of consideration, as determined by the Board and contained in the Restricted
Stock Unit Award Agreement.

(iv) Additional Restrictions. At the time of the grant of a Restricted Stock Unit Award, the Board, as it deems
appropriate, may impose such restrictions or conditions that delay the delivery of the shares of Common Stock (or their cash
equivalent) subject to a Restricted Stock Unit Award to a time after the vesting of such Restricted Stock Unit Award.

(v) Dividend Equivalents. Dividend equivalents may be credited in respect of shares of Common Stock covered by a
Restricted Stock Unit Award, as determined by the Board and contained in the Restricted Stock Unit Award Agreement. At the sole
discretion of the Board, such dividend equivalents may be converted into additional shares of Common Stock covered by the
Restricted Stock Unit Award in such manner as determined by the Board. Any additional shares covered by the Restricted Stock Unit
Award credited by reason of such dividend equivalents will be subject to all of the same terms and conditions of the undetlying
Restricted Stock Unit Award Agreement to which they relate.

(vi) Termination of Participant’s Continuous Service. Except as otherwise provided in the applicable Restricted Stock
Unit Award Agreement, such portion of the Restricted Stock Unit Award that has not vested will be forfeited upon the Participant’s
termination of Continuous Service.

(¢) Performance Awards.

(i) Performance Stock Awards. A Performance Stock Award is a Stock Award (covering a number of shares not in
excess of that set forth in Section 3(d) above) that is payable (including that may be granted, vest or exercised) contingent upon the
attainment during a Performance Period of certain Performance Goals. A Performance Stock Award may, but need not, require the
completion of a specified period of Continuous Service. The length of any Performance Period, the Performance Goals to be achieved
during the Performance Period, and the measure of whether and to what degree such Performance Goals have been attained will be
conclusively determined by the Committee (or, if not required for compliance with Section 162(m) of the Code, the Board), in its sole
discretion. In addition, to the extent permitted by applicable law and the applicable Award Agreement, the Board may determine that
cash may be used in payment of Performance Stock Awards.

(ii) Performance Cash Awards. A Performance Cash Award is a cash award (for a dollar value not in excess of that set
forth in Section 3(d) above) that is payable contingent upon the attainment during a Performance Period of certain Performance Goals.
A Performance Cash Award may also require the completion of a specified period of Continuous Service. At the time of grant of a
Performance Cash Award, the length of any Performance Period, the Performance Goals to be achieved during the Performance
Period, and the measure of whether and to what degree such Performance Goals have been attained will be conclusively determined
by the Committee (or, if not required for compliance with Section 162(m) of the Code, the Board), in its sole discretion. The Board
may specify the form of payment of Performance Cash Awards, which may be cash or other property, or may provide for a Participant
to have the option for his or her Performance Cash Award, or such portion thereof as the Board may specify, to be paid in whole or in
part in cash or other property.




(iiii) Section 162(m) Compliance. Unless otherwise permitted in compliance with the requirements of Section 162(m) of
the Code with respect to an Award intended to qualify as “performance-based compensation” thereunder, the Committee will establish
the Performance Goals applicable to, and the formula for calculating the amount payable under, the Award no later than the earlier of
(a) the date 90 days after the commencement of the applicable Performance Period, and (b) the date on which 25% of the Performance
Period has elapsed, and in any event at a time when the achievement of the applicable Performance Goals remains substantially
uncertain. Prior to the payment of any compensation under an Award intended to qualify as “performance-based compensation” under
Section 162(m) of the Code, the Committee will certify the extent to which any Performance Goals and any other material terms under
such Award have been satisfied (other than in cases where such relate solely to the increase in the value of the Common Stock).
Notwithstanding satisfaction of any completion of any Performance Goals, the number of shares of Common Stock, Options, cash or
other benefits granted, issued, retainable and/or vested under an Award on account of satisfaction of such Performance Goals may be
reduced by the Committee on the basis of such further considerations as the Committee, in its sole discretion, will determine.

(d) Other Stock Awards. Other forms of Stock Awards valued in whole or in part by reference to, or otherwise based on,
Common Stock, including the appreciation in value thereof (e.g., options or stock rights with an exercise price or strike price less than
100% of the Fair Market Value of the Common Stock at the time of grant) may be granted either alone or in addition to Stock Awards
provided for under Section 5 and the preceding provisions of this Section 6. Subject to the provisions of the Plan, the Board will have
sole and complete authority to determine the persons to whom and the time or times at which such Other Stock Awards will be
granted, the number of shares of Common Stock (or the cash equivalent thereof) to be granted pursuant to such Other Stock Awards
and all other terms and conditions of such Other Stock Awards.

7. COVENANTS OF THE COMPANY.

(a) Availability of Shares. The Company will keep available at all times the number of shares of Common Stock reasonably
required to satisfy then-outstanding Awards.

(b) Securities Law Compliance. The Company will seek to obtain from each regulatory commission or agency having
jurisdiction over the Plan such authority as may be required to grant Stock Awards and to issue and sell shares of Common Stock upon
exercise of the Stock Awards; provided, however, that this undertaking will not require the Company to register under the Securities
Act the Plan, any Stock Award or any Common Stock issued or issuable pursuant to any such Stock Award. If, after reasonable efforts
and at a reasonable cost, the Company is unable to obtain from any such regulatory commission or agency the authority that counsel
for the Company deems necessary for the lawful issuance and sale of Common Stock under the Plan, the Company will be relieved
from any liability for failure to issue and sell Common Stock upon exercise of such Stock Awards unless and until such authority is
obtained. A Participant will not be eligible for the grant of an Award or the subsequent issuance of cash or Common Stock pursuant to
the Award if such grant or issuance would be in violation of any applicable securities law.

(c) No Obligation to Notify or Minimize Taxes. The Company will have no duty or obligation to any Participant to advise
such holder as to the time or manner of exercising such Stock Award. Furthermore, the Company will have no duty or obligation to
warn or otherwise advise such holder of a pending termination or expiration of an Award or a possible period in which the Award may
not be exercised. The Company has no duty or obligation to minimize the tax consequences of an Award to the holder of such Award.

8. MISCELLANEOUS.

(a) Use of Proceeds from Sales of Common Stock. Proceeds from the sale of shares of Common Stock pursuant to Awards
will constitute general funds of the Company.




(b) Corporate Action Constituting Grant of Stock Awards. Corporate action constituting a grant by the Company of an
Award to any Participant will be deemed completed as of the date of such corporate action, unless otherwise determined by the Board,
regardless of when the instrument, certificate, or letter evidencing the Award is communicated to, or actually received or accepted by,
the Participant. In the event that the corporate records (e.g., Board consents, resolutions or minutes) documenting the corporate action
constituting the grant contain terms (e.g., exercise price, vesting schedule or number of shares) that are inconsistent with those in the
Award Agreement as a result of a clerical error in the papering of the Award Agreement, the corporate records will control and the
Participant will have no legally binding right to the incorrect term in the Award Agreement.

(c) Stockholder Rights. No Participant will be deemed to be the holder of, or to have any of the rights of a holder with respect
to, any shares of Common Stock subject to an Award unless and until (i) such Participant has satisfied all requirements for exercise of,
or the issuance of shares under, the Award pursuant to its terms, and (ii) the issuance of the Common Stock subject to such Award has
been entered into the books and records of the Company.

(d) No Employment or Other Service Rights. Nothing in the Plan, any Award Agreement or any other instrument executed
thereunder or in connection with any Award granted pursuant thereto will confer upon any Participant any right to continue to serve
the Company or an Affiliate in the capacity in effect at the time the Award was granted or will affect the right of the Company or an
Affiliate to terminate (i) the employment of an Employee with or without notice and with or without cause, (ii) the service of a
Consultant pursuant to the terms of such Consultant’s agreement with the Company or an Affiliate, or (iii) the service of a Director
pursuant to the bylaws of the Company or an Affiliate, and any applicable provisions of the corporate law of the state in which the
Company or the Affiliate is incorporated, as the case may be.

(e) Change in Time Commitment. In the event a Participant’s regular level of time commitment in the performance of his or
her services for the Company and any Affiliates is reduced (for example, and without limitation, if the Participant is an Employee of
the Company and the Employee has a change in status from a full-time Employee to a part-time Employee or takes an extended leave
of absence) after the date of grant of any Award to the Participant, the Board has the right in its sole discretion to (x) make a
corresponding reduction in the number of shares or cash amount subject to any portion of such Award that is scheduled to vest or
become payable after the date of such change in time commitment, and (y) in lieu of or in combination with such a reduction, extend
the vesting or payment schedule applicable to such Award. In the event of any such reduction, the Participant will have no right with
respect to any portion of the Award that is so reduced.

(f) Incentive Stock Option Limitations. To the extent that the aggregate Fair Market Value (determined at the time of grant)
of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by any Optionholder during any
calendar year (under all plans of the Company and any Affiliates) exceeds $100,000 (or such other limit established in the Code) or
otherwise does not comply with the rules governing Incentive Stock Options, the Options or portions thereof that exceed such limit
(according to the order in which they were granted) or otherwise do not comply with the rules will be treated as Nonstatutory Stock
Options, notwithstanding any contrary provision of the applicable Option Agreement(s).

(g) Investment Assurances. The Company may require a Participant, as a condition of exercising or acquiring Common Stock
under any Award, (i) to give written assurances satisfactory to the Company as to the Participant’s knowledge and experience in
financial and business matters and/or to employ a purchaser representative reasonably satisfactory to the Company who is
knowledgeable and experienced in financial and business matters and that he or she is capable of evaluating, alone or together with the
purchaser representative, the merits and risks of exercising the Award; and (ii) to give written assurances satisfactory to the Company
stating that the Participant is acquiring Common Stock subject to the Award for the Participant’s own account and not with any
present intention of selling or otherwise distributing the Common Stock. The foregoing requirements, and any assurances given
pursuant to such requirements, will be inoperative if (A) the issuance of the shares upon the exercise or acquisition of Common Stock
under the Award has been registered under a then currently effective registration statement under the Securities Act, or (B) as to any
particular requirement, a determination is made by counsel for the Company that such requirement need not be met in the
circumstances under the then applicable securities laws. The Company may, upon advice of counsel to the Company, place legends on
stock certificates issued under the Plan as such counsel deems necessary or appropriate in order to comply with applicable securities
laws, including, but not limited to, legends restricting the transfer of the Common Stock.




(h) Withholding Obligations. Unless prohibited by the terms of an Award Agreement, the Company may, in its sole
discretion, satisfy any federal, state or local tax withholding obligation relating to an Award by any of the following means or by a
combination of such means: (i) causing the Participant to tender a cash payment; (ii) withholding shares of Common Stock from the
shares of Common Stock issued or otherwise issuable to the Participant in connection with the Award; provided, however, that no
shares of Common Stock are withheld with a value exceeding the minimum amount of tax required to be withheld by law (or such
lesser amount as may be necessary to avoid classification of the Stock Award as a liability for financial accounting purposes); (iii)
withholding cash from an Award settled in cash; (iv) withholding payment from any amounts otherwise payable to the Participant; or
(v) by such other method as may be set forth in the Award Agreement.

(i) Electronic Delivery. Any reference herein to a “written” agreement or document will include any agreement or document
delivered electronically, filed publicly at www.sec.gov (or any successor website thereto) or posted on the Company’s intranet.

(j) Deferrals. To the extent permitted by applicable law, the Board, in its sole discretion, may determine that the delivery of
Common Stock or the payment of cash, upon the exercise, vesting or settlement of all or a portion of any Award may be deferred and
may establish programs and procedures for deferral elections to be made by Participants. Deferrals by Participants will be made in
accordance with Section 409A of the Code. Consistent with Section 409A of the Code, the Board may provide for distributions while
a Participant is still an employee or otherwise providing services to the Company. The Board is authorized to make deferrals of
Awards and determine when, and in what annual percentages, Participants may receive payments, including lump sum payments,
following the Participant’s termination of Continuous Service, and implement such other terms and conditions consistent with the
provisions of the Plan and in accordance with applicable law.

(k) Compliance with Section 409A. Unless otherwise expressly provided for in an Award Agreement, the Plan and Award
Agreements will be interpreted to the greatest extent possible in a manner that makes the Plan and the Awards granted hereunder
exempt from Section 409A of the Code, and, to the extent not so exempt, in compliance with Section 409A of the Code. If the Board
determines that any Award granted hereunder is not exempt from and is therefore subject to Section 409A of the Code, the Award
Agreement evidencing such Award will incorporate the terms and conditions necessary to avoid the consequences specified in Section
409A(a)(1) of the Code, and to the extent an Award Agreement is silent on terms necessary for compliance, such terms are hereby
incorporated by reference into the Award Agreement. Notwithstanding anything to the contrary in this Plan (and unless the Award
Agreement specifically provides otherwise), if the shares of Common Stock are publicly traded, and if a Participant holding an Award
that constitutes “deferred compensation” under Section 409A of the Code is a “specified employee” for purposes of Section 409A of
the Code, no distribution or payment of any amount that is due because of a “separation from service” (as defined in Section 409A of
the Code without regard to alternative definitions thereunder) will be issued or paid before the date that is six (6) months following the
date of such Participant’s “separation from service” or, if earlier, the date of the Participant’s death, unless such distribution or
payment can be made in a manner that complies with Section 409A of the Code, and any amounts so deferred will be paid in a lump
sum on the day after such six (6) month period elapses, with the balance paid thereafter on the original schedule.

() Clawback/Recovery. All Awards granted under the Plan will be subject to recoupment in accordance with any clawback
policy that the Company is required to adopt pursuant to the listing standards of any national securities exchange or association on
which the Company’s securities are listed or as is otherwise required by the Dodd-Frank Wall Street Reform and Consumer Protection
Act or other applicable law. In addition, the Board may impose such other clawback, recovery or recoupment provisions in an Award
Agreement as the Board determines necessary or appropriate, including but not limited to a reacquisition right in respect of previously
acquired shares of Common Stock or other cash or property upon the occurrence of Cause. No recovery of compensation under such a
clawback policy will be an event giving rise to a right to resign for “good reason” or “constructive termination” (or similar term) under
any agreement with the Company.




9, ADJUSTMENTS UPON CHANGES IN COMMON STOCK; OTHER CORPORATE EVENTS.

(a) Capitalization Adjustments. In the event of a Capitalization Adjustment, the Board will appropriately and proportionately
adjust: (i) the class(es) and maximum number of securities subject to the Plan pursuant to Section 3(a), (ii) the class(es) and maximum
number of securities that may be issued pursuant to the exercise of Incentive Stock Options pursuant to Section 3(c), (iii) the class(es)
and maximum number of securities that may be awarded to any person pursuant to Sections 3(d), and (iv) the class(es) and number of
securities and price per share of stock subject to outstanding Stock Awards. The Board will make such adjustments, and its
determination will be final, binding and conclusive.

(b) Dissolution or Liquidation. Except as otherwise provided in the Stock Award Agreement, in the event of a dissolution or
liquidation of the Company, all outstanding Stock Awards (other than Stock Awards consisting of vested and outstanding shares of
Common Stock not subject to a forfeiture condition or the Company’s right of repurchase) will terminate immediately prior to the
completion of such dissolution or liquidation, and the shares of Common Stock subject to the Company’s repurchase rights or subject
to a forfeiture condition may be repurchased or reacquired by the Company notwithstanding the fact that the holder of such Stock
Award is providing Continuous Service; provided, however, that the Board may, in its sole discretion, cause some or all Stock Awards
to become fully vested, exercisable and/or no longer subject to repurchase or forfeiture (to the extent such Stock Awards have not
previously expired or terminated) before the dissolution or liquidation is completed but contingent on its completion.

(c) Corporate Transaction. The following provisions will apply to Stock Awards in the event of a Corporate Transaction
unless otherwise provided in the instrument evidencing the Stock Award or any other written agreement between the Company or any
Affiliate and the Participant or unless otherwise expressly provided by the Board at the time of grant of a Stock Award. In the event of
a Corporate Transaction, then, notwithstanding any other provision of the Plan, the Board will take one or more of the following
actions with respect to Stock Awards, contingent upon the closing or completion of the Corporate Transaction:

(i) arrange for the surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s parent
company) to assume or continue the Stock Award or to substitute a similar stock award for the Stock Award (including, but not
limited to, an award to acquire the same consideration paid to the stockholders of the Company pursuant to the Corporate
Transaction);

(i) arrange for the assignment of any reacquisition or repurchase rights held by the Company in respect of Common Stock
issued pursuant to the Stock Award to the surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s
parent company);




(iii) accelerate the vesting, in whole or in part, of the Stock Award (and, if applicable, the time at which the Stock Award
may be exercised) to a date prior to the effective time of such Corporate Transaction as the Board will determine (or, if the Board will
not determine such a date, to the date that is five days prior to the effective date of the Corporate Transaction), with such Stock Award
terminating if not exercised (if applicable) at or prior to the effective time of the Corporate Transaction;

(iv) arrange for the lapse, in whole or in part, of any reacquisition or repurchase rights held by the Company with respect to
the Stock Award;

(v) cancel or arrange for the cancellation of the Stock Award, to the extent not vested or not exercised prior to the effective
time of the Corporate Transaction, in exchange for such cash consideration, if any, as the Board, in its sole discretion, may consider
appropriate; and

(vi) cancel or arrange for the cancellation of the Stock Award, to the extent not vested or not exercised prior to the effective
time of the Corporate Transaction, in exchange for a payment, in such form as may be determined by the Board equal to the excess, if
any, of (A) the value of the property the Participant would have received upon the exercise of the Stock Award immediately prior to
the effective time of the Corporate Transaction, over (B) any exercise price payable by such holder in connection with such exercise.

The Board need not take the same action or actions with respect to all Stock Awards or portions thereof or with respect to all
Participants.

(d) Change in Control. A Stock Award may be subject to additional acceleration of vesting and exercisability upon or after a
Change in Control as may be provided in the Stock Award Agreement for such Stock Award or as may be provided in any other
written agreement between the Company or any Affiliate and the Participant, but in the absence of such provision, no such

acceleration will occur.

10. PLAN TERM; EARLIER TERMINATION OR SUSPENSION OF THE PLAN.

The Board may suspend or terminate the Plan at any time. No Incentive Stock Options may be granted after the tenth anniversary
of the earlier of (i) the date the Plan is adopted by the Board (the “Adoption Date”), or (ii) the date the Plan is approved by the
stockholders of the Company. No Awards may be granted under the Plan while the Plan is suspended or after it is terminated.

11. EXISTENCE OF THE PLAN; TIMING OF FIRST GRANT OR EXERCISE.

The Plan will come into existence on the Adoption Date; provided, however, no Award may be granted prior to the IPO Date (that
is, the Effective Date). In addition, no Stock Award will be exercised (or, in the case of a Restricted Stock Award, Restricted Stock
Unit Award, Performance Stock Award, or Other Stock Award, will be granted) and no Performance Cash Award will be settled
unless and until the Plan has been approved by the stockholders of the Company, which approval will be within 12 months after the
date the Plan is adopted by the Board.

12. CHOICE OF LAW.

The law of the State of California will govern all questions concerning the construction, validity and interpretation of this Plan,
without regard to that state’s conflict of laws rules.

13. DEFINITIONS. As used in the Plan, the following definitions will apply to the capitalized terms indicated below:

(a) “Affiliate” means, at the time of determination, any “parent” or “subsidiary” of the Company as such terms are defined in
Rule 405 of the Securities Act. The Board will have the authority to determine the time or times at which “parent” or “subsidiary”
status is determined within the foregoing definition.

t

(b) “Award” means a Stock Award or a Performance Cash Award.




() “Award Agreement” means a written agreement between the Company and a Participant evidencing the terms and
conditions of an Award.

(d) “Board” means the Board of Directors of the Company.
(e) “Capital Stock” means each and every class of common stock of the Company, regardless of the number of votes per share.

(f) “Capitalization Adjustment” means any change that is made in, or other events that occur with respect to, the Common
Stock subject to the Plan or subject to any Stock Award after the Adoption Date without the receipt of consideration by the Company
through merger, consolidation, reorganization, recapitalization, reincorporation, stock dividend, dividend in property other than cash,
stock split, liquidating dividend, combination of shares, exchange of shares, change in corporate structure or any similar equity
restructuring transaction, as that term is used in Financial Accounting Standards Board Accounting Standards Codification Topic 718
(or any successor thereto). Notwithstanding the foregoing, the conversion of any convertible securities of the Company will not be
treated as a Capitalization Adjustment.

(2) “Cause” means the Participant’s termination because of: (A) the Participant’s engaging in any act of dishonesty or
misrepresentation or willful commission of fraud; (B) the Participant’s violation of any federal, state or foreign law or regulation
applicable to the Company’s business; (C) the Participant’s violation of the Company’s Code of Conduct, confidential information
and/or inventions assignment agreement, or any similar obligations under contract or applicable law; (D) the Participant’s conviction
of, or entering a plea of nolo contendere to, any felony; or (E) any other misconduct that is materially injurious to the financial
condition or business reputation of, or is otherwise materially injurious to, the Company, which conduct, if capable of cure or remedy,
is not cured or remedied within two weeks after written notice from the Company describing such conduct.

(h) “Change in Control” means the occurrence, in a single transaction or in a series of related transactions, of any one or more
of the following events:

(i) any Exchange Act Person becomes the Owner, directly or indirectly, of sccurities of the Company representing more
than 50% of the combined voting power of the Company’s then outstanding securities other than by virtue of a merger, consolidation
or similar transaction. Notwithstanding the foregoing, a Change in Control will not be deemed to occur (A) on account of the
acquisition of securities of the Company directly from the Company, (B) on account of the acquisition of securities of the Company by
an investor, any affiliate thereof or any other Exchange Act Person that acquires the Company’s securities in a transaction or series of
related transactions the primary purpose of which is to obtain financing for the Company through the issuance of equity securities, (C)
on account of the acquisition of securities of the Company by any individual who is, on the IPO Date, either an executive officer or a
Director (either, an “IPO Investor”) and/or any entity in which an IPO Investor has a direct or indirect interest (whether in the form of
voting rights or participation in profits or capital contributions) of more than 50% (collectively, the “IPO Entities” ) or on account of
the IPO Entities continuing to hold shares that come to represent more than 50% of the combined voting power of the Company’s then
outstanding securities as a result of the conversion of any class of the Company’s securities into another class of the Company’s
securities having a different number of votes per share pursuant to the conversion provisions set forth in the Company’s Amended and
Restated Certificate of Incorporation; or (D) solely because the level of Ownership held by any Exchange Act Person (the “Subject
Person”) exceeds the designated percentage threshold of the outstanding voting securities as a result of a repurchase or other
acquisition of voting securities by the Company reducing the number of shares outstanding, provided that if a Change in Control
would occur (but for the operation of this sentence) as a result of the acquisition of voting securities by the Company, and after such
share acquisition, the Subject Person becomes the Owner of any additional voting securities that, assuming the repurchase or other
acquisition had not occurred, increases the percentage of the then outstanding voting securitiecs Owned by the Subject Person over the
designated percentage threshold, then a Change in Control will be deemed to occur;




(ii) there is consummated a merger, consolidation or similar transaction involving (directly or indirectly) the Company and,
immediately after the consummation of such merger, consolidation or similar transaction, the stockholders of the Company
immediately prior thereto do not Own, directly or indirectly, either (A) outstanding voting securities representing more than 50% of
the combined outstanding voting power of the surviving Entity in such merger, consolidation or similar transaction or (B) more than
50% of the combined outstanding voting power of the parent of the surviving Entity in such merger, consolidation or similar
transaction, in each case in substantially the same proportions as their Ownership of the outstanding voting securities of the Company
immediately prior to such transaction; provided, however, that a merger, consolidation or similar transaction will not constitute a
Change in Control under this prong of the definition if the outstanding voting securities representing more than 50% of the combined
voting power of the surviving Entity or its parent are owned by the 1PO Entities;

(iif) there is consummated a sale, lease, exclusive license or other disposition of all or substantially all of the consolidated
assets of the Company and its Subsidiaries, other than a sale, lease, license or other disposition of all or substantially all of the
consolidated assets of the Company and its Subsidiaries to an Entity, more than fifty percent (50%) of the combined voting power of
the voting securities of which are Owned by stockholders of the Company in substantially the same proportions as their Ownership of
the outstanding voting securities of the Company immediately prior to such sale, lease, license or other disposition; provided,
however, that a sale, lease, exclusive license or other disposition of all or substantially all of the consolidated assets of the Company
and its Subsidiaries will not constitute a Change in Control under this prong of the definition if the outstanding voting securities
representing more than 50% of the combined voting power of the acquiring Entity or its parent are owned by the IPO Entities; or

(iv) individuals who, on the date the Plan is adopted by the Board, are members of the Board (the “Incumbent Board™)
cease for any reason to constitute at least a majority of the members of the Board; provided, however, that if the appointment or
election (or nomination for election) of any new Board member was approved or recommended by a majority vote of the members of
the Incumbent Board then still in office, such new member will, for purposes of this Plan, be considered as a member of the
Incumbent Board.

For purposes of determining voting power under the term Change in Control, voting power shall be calculated by assuming the
conversion of all equity securities convertible (immediately or at some future time) into shares entitled to vote, but not assuming the
exercise of any warrant or right to subscribe to or purchase those shares. In addition, (A) the term Change in Control will not include a
sale of assets, merger or other transaction effected exclusively for the purpose of changing the domicile of the Company, (B) the term
Change in Control will not include a change in the voting power of any one or more stockholders as a result of the conversion of any
class of the Company’s securities into another class of the Company’s securities having a different number of votes per share pursuant
to the conversion provisions set forth in the Company’s Amended and Restated Certificate of Incorporation, and (C) the definition of
Change in Control (or any analogous term) in an individual written agreement between the Company or any Affiliate and the
Participant will supersede the foregoing definition with respect to Awards subject to such agreement; provided, however, that if no
definition of Change in Control or any analogous term is set forth in such an individual written agreement, the foregoing definition
will apply. If required for compliance with Section 409A of the Code, in no event will a Change in Control be deemed to have
occurred if such transaction is not also a “change in the ownership or effective control of” the Company or “a change in the ownership
of a substantial portion of the assets of” the Company as determined under Treasury Regulation Section 1.409A-3(i}(5) (without
regard to any alternative definition thereunder). The Board may, in its sole discretion and without a Participant’s consent, amend the
definition of “Change in Control” to conform to the definition of “Change in Control” under Section 409A of the Code, and the
regulations thereunder.

(i) “Code” means the Internal Revenue Code of 1986, as amended, including any applicable regulations and guidance
thereunder.

(j) “Committee” means a committee of one or more Directors to whom authority has been delegated by the Board in
accordance with Section 2(c).




(k) “Common Stock” means, as of the IPO Date, the Class A common stock of the Company, having 1 vote per share.
(1) “Company” means Yelp Inc., a Delaware corporation.

(m) “Consultant’ means any person, including an advisor, who is (i) engaged by the Company or an Affiliate to render
consulting or advisory services and is compensated for such services, or (ii) serving as a member of the board of directors of an
Affiliate and is compensated for such services. However, service solely as a Director, or payment of a fee for such service, will not
cause a Director to be considered a “Consultant” for purposes of the Plan. Notwithstanding the foregoing, a person is treated as a
Consultant under this Plan only if a Form S-8 Registration Statement under the Securities Act is available to register either the offer or
the sale of the Company’s securities to such person.

(n) “Continuous Service” means that the Participant’s service with the Company or an Affiliate, whether as an Employee,
Director or Consultant, is not interrupted or terminated. A change in the capacity in which the Participant renders service to the
Company or an Affiliate as an Employee, Consultant or Director or a change in the entity for which the Participant renders such
service, provided that there is no interruption or termination of the Participant’s service with the Company or an Affiliate, will not
terminate a Participant’s Continuous Service ; provided, however, that if the Entity for which a Participant is rendering services ceases
to qualify as an Affiliate, as determined by the Board, in its sole discretion, such Participant’s Continuous Service will be considered
to have terminated on the date such Entity ceases to qualify as an Affiliate. To the extent permitted by law, the Board or the chief
executive officer of the Company, in that party’s sole discretion, may determine whether Continuous Service will be considered
interrupted in the case of (i) any leave of absence approved by the Board or chief executive officer, including sick leave, military leave
or any other personal leave, or (ii) transfers between the Company, an Affiliate, or their successors. Notwithstanding the foregoing, a
leave of absence will be treated as Continuous Service for purposes of vesting in an Award only to such extent as may be provided in

“the Company’s leave of absence policy, in the written terms of any leave of absence agreement or policy applicable to the Participant,
or as otherwise required by law. In addition, to the extent required for exemption from or compliance with Section 409A of the Code,
the determination of whether there has been a termination of Continuous Service will be made, and such term will be construed, in a
manner that is consistent with the definition of “separation from service” as defined under Treasury Regulation Section 1.409A-1(h)
(without regard to any alternative definition thereunder).

(o) “Corporate Transaction” means the occurrence, in a single transaction or in a series of related transactions, of any one or
more of the following events:

(i) the consummation of a sale or other disposition of all or substantially all, as determined by the Board, in its sole
discretion, of the consolidated assets of the Company and its Subsidiaries;

(ii) the consummation of a sale or other disposition of at least 50% of the outstanding securities of the Company;

(iii) the consummation of a merger, consolidation or similar transaction following which the Company is not the surviving
corporation; or

(iv) the consummation of a merger, consolidation or similar transaction following which the Company is the surviving
corporation but the shares of Common Stock outstanding immediately preceding the merger, consolidation or similar transaction are
converted or exchanged by virtue of the merger, consolidation or similar transaction into other property, whether in the form of
securities, cash or otherwise.

To the extent required for compliance with Section 409A of the Code, in no event will an event be deemed a Corporate
Transaction if such transaction is not also a “change in the ownership or effective control of” the Company or “a change in the
ownership of a substantial portion of the assets of” the Company as determined under Treasury Regulation Section 1.409A-3(i)(5)
(without regard to any alternative definition thereunder).

(p) “Covered Employee” will have the meaning provided in Section 162(m)(3) of the Code.

(q) “Director” means a member of the Board.




(r) “Disability” means, with respect to a Participant, the inability of such Participant to engage in any substantial gainful
activity by reason of any medically determinable physical or mental impairment that can be expected to result in death or that has
lasted or can be expected to last for a continuous period of not less than 12 months, as provided in Sections 22(¢)(3) and 409A(a)(2)(c)
(i) of the Code, and will be determined by the Board on the basis of such medical evidence as the Board deems warranted under the
circumstances.

(s) “Effective Date” means the [PO Date.

(t) “Employee” means any person employed by the Company or an Affiliate. However, service solely as a Director, or
payment of a fee for such services, will not cause a Director to be considered an “Employee” for purposes of the Plan.

(u) “Entity” means a corporation, partnership, limited liability company or other entity.

(v) “Exchange Act’ means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
thereunder.

(w) “Exchange Act Person” means any natural person, Entity or “group” (within the meaning of Section 13(d) or 14(d) of the
Exchange Act), except that “Exchange Act Person” will not include (i) the Company or any Subsidiary of the Company, (ii) any
employee benefit plan of the Company or any Subsidiary of the Company or any trustee or other fiduciary holding securities under an
employee benefit plan of the Company or any Subsidiary of the Company, (iii) an underwriter temporarily holding securities pursuant
to a registered public offering of such securities, (iv) an Entity Owned, directly or indirectly, by the stockholders of the Company in
substantially the same proportions as their Ownership of stock of the Company; or (v) any natural person, Entity or “group” (within
the meaning of Section 13(d) or 14(d) of the Exchange Act) that, as of the Effective Date, is the Owner, directly or indirectly, of
securities of the Company representing more than 50% of the combined voting power of the Company’s then outstanding securities.

(x) “Fair Market Value” means, as of any date, the value of the Common Stock determined as follows:

(i) If the Common Stock is listed on any established stock exchange or traded on any established market, the Fair Market
Value of a share of Common Stock will be, unless otherwise determined by the Board, the closing sales price for such stock as
quoted on such exchange or market (or the exchange or market with the greatest volume of trading in the Common Stock) on the date
of determination, as reported in a source the Board deems reliable.

(ii) Unless otherwise provided by the Board, if there is no closing sales price for the Common Stock on the date of
determination, then the Fair Market Value will be the closing selling price on the last preceding date for which such quotation exists.

(iiii) In the absence of such markets for the Common Stock, the Fair Market Value will be determined by the Board in good
faith and in a manner that complies with Sections 409A and 422 of the Code.

(y) “Incentive Stock Option” means an option granted pursuant to Section 5 of the Plan that is intended to be, and qualifies as,
an “incentive stock option” within the meaning of Section 422 of the Code.

(z) “IPO Date” means the date of the underwriting agreement between the Company and the underwriter(s) managing the
initial public offering of the Common Stock, pursuant to which the Common Stock is priced for the initial public offering.




(aa) “Non-Employee Director” means a Director who either (i) is not a current employee or officer of the Company or an
Affiliate, does not receive compensation, either directly or indirectly, from the Company or an Affiliate for services rendered as a
consultant or in any capacity other than as a Director (except for an amount as to which disclosure would not be required under Item
404(a) of Regulation S-K promulgated pursuant to the Securities Act (“Regulation S-K)), does not possess an interest in any other
transaction for which disclosure would be required under Item 404(a) of Regulation S-K, and is not engaged in a business relationship
for which disclosure would be required pursuant to Item 404(b) of Regulation S-K; or (ii) is otherwise considered a “non-employee
director” for purposes of Rule 16b-3.

(bb) “Nonstatutory Stock Option” means any option granted pursuant to Section 5 of the Plan that does not qualify as an
Incentive Stock Option.

(cc) “Officer” means a person who is an officer of the Company within the meaning of Section 16 of the Exchange Act.

(dd) “Option” means an Incentive Stock Option or a Nonstatutory Stock Option to purchase shares of Common Stock granted
pursuant to the Plan.

(ee) “Option Agreement’ means a written agreement between the Company and an Optionholder evidencing the terms and
conditions of an Option grant. Each Option Agreement will be subject to the terms and conditions of the Plan.

(ff) “Optionholder” means a person to whom an Option is granted pursuant to the Plan or, if applicable, such other person who
holds an outstanding Option.

(gg) “Other Stock Award” means an award based in whole or in part by reference to the Common Stock which is granted
pursuant to the terms and conditions of Section 6(d).

(hh) “Other Stock Award Agreement” means a written agreement between the Company and a holder of an Other Stock
Award evidencing the terms and conditions of an Other Stock Award grant. Each Other Stock Award Agreement will be subject to the
terms and conditions of the Plan.

(ii) “Outside Director” means a Director who either (i) is not a current employee of the Company or an “affiliated
corporation” (within the meaning of Treasury Regulations promulgated under Section 162(m) of the Code), is not a former employee
of the Company or an “affiliated corporation” who receives compensation for prior services (other than benefits under a tax-qualified
retirement plan) during the taxable year, has not been an officer of the Company or an “affiliated corporation,” and does not receive
remuneration from the Company or an “affiliated corporation,” either directly or indirectly, in any capacity other than as a Director, or
(ii) is otherwise considered an “outside director” for purposes of Section 162(m) of the Code.




(i) “Own,” “Owned,” “Owner,” “Ownership” means a person or Entity will be deemed to “Own,” to have “Owned,” to be the
“Owner” of, or to have acquired “Ownership” of securities if such person or Entity, directly or indirectly, through any contract,
arrangement, understanding, relationship or otherwise, has or shares voting power, which includes the power to vote or to direct the
voting, with respect to such securities.

(kKk) “Participant” means a person to whom an Award is granted pursuant to the Plan or, if applicable, such other person who
holds an outstanding Stock Award.

(1) “Performance Cash Award” means an award of cash granted pursuant to the terms and conditions of Section 6(c)(ii).

(mm) “Performance Criteria” means the one or more criteria that the Board will select for purposes of establishing the
Performance Goals for a Performance Period. The Performance Criteria that will be used to establish such Performance Goals may be
based on any one of, or combination of, the following as determined by the Board: (i) earnings (including earnings per share and net
earnings); (ii) earnings before interest, taxes and depreciation; (iii) earnings before interest, taxes, depreciation and amortization; (iv)
earnings before interest, taxes, depreciation, amortization and legal settlements; (v) earnings before interest, taxes, depreciation,
amortization, legal settlements and other income (expense); (vi) earnings before interest, taxes, depreciation, amortization, legal
settlements, other income (expense) and stock-based compensation; (vii) earnings before interest, taxes, depreciation, amortization,
legal settlements, other income (expense), stock-based compensation and changes in deferred revenue; (viii) total stockholder return;
(ix) return on equity or average stockholder’s equity; (x) return on assets, investment, or capital employed; (xi) stock price; (xit)
margin (including gross margin); (xiii) income (before or after taxes); (xiv) operating income; (xv) operating income after taxes; (xvi)
pre-tax profit; (xvii) operating cash flow; (xviii) sales or revenue targets; (xix) increases in revenue or product revenue; (xx) expenses
and cost reduction goals; (xxi) improvement in or attainment of working capital levels; (xxii) economic value added (or an equivalent
metric); (xxiii) market share; (xxiv) cash flow; (xxv) cash flow per share; (xxvi) share price performance; (xxvii) debt reduction;
(xxviii) implementation or completion of projects or processes; (xxix) user satisfaction; (xxx) stockholders’ equity; (xxxi) capital
expenditures; (xxxii) debt levels; (xxxiii) operating profit or net operating profit; (xxxiv) workforce diversity; (xxxv) growth of net
income or operating income; (xxxvi) billings; (xxxvii) bookings; (xxxviii) the number of users, including but not limited to unique
users; (xxxix) employee retention; (xxxx) and to the extent that an Award is not intended to comply with Section 162(m) of the Code,
other measures of performance selected by the Board.

(nn) “Performance Goals” means, for a Performance Period, the one or more goals established by the Board for the
Performance Period based upon the Performance Criteria. Performance Goals may be based on a Company-wide basis, with respect to
one or more business units, divisions, Affiliates, or business segments, and in either absolute terms or relative to the performance of
one or more comparable companies or the performance of one or more relevant indices. Unless specified otherwise by the Board (i) in
the Award Agreement at the time the Award is granted or (ii) in such other document setting forth the Performance Goals at the time
the Performance Goals are established, the Board will appropriately make adjustments in the method of calculating the attainment of
Performance Goals for a Performance Period as follows: (1) to exclude restructuring and/or other nonrecurring charges; (2) to exclude
exchange rate effects; (3) to exclude the effects of changes to generally accepted accounting principles; (4) to exclude the effects of
any statutory adjustments to corporate tax rates; (5) to exclude the effects of any “extraordinary items” as determined under generally
accepted accounting principles; (6) to exclude the dilutive effects of acquisitions or joint ventures; (7) to assume that any business
divested by the Company achieved performance objectives at targeted levels during the balance of a Performance Period following
such divestiture; (8) to exclude the effect of any change in the outstanding shares of common stock of the Company by reason of any
stock dividend or split, stock repurchase, reorganization, recapitalization, merger, consolidation, spin-off, combination or exchange of
shares or other similar corporate change, or any distributions to common stockholders other than regular cash dividends; (9) to exclude
the effects of stock based compensation and the award of bonuses under the Company’s bonus plans; (10) to exclude costs incurred in
connection with potential acquisitions or divestitures that are required to expensed under generally accepted accounting principles;
(11) to exclude the goodwill and intangible asset impairment charges that are required to be recorded under generally accepted
accounting principles and (12) to exclude the effect of any other unusual, non-recurring gain or loss or other extraordinary item. In
addition, the Board retains the discretion to reduce or eliminate the compensation or economic benefit due upon attainment of
Performance Goals and to define the manner of calculating the Performance Criteria it selects to use for such Performance Period.
Partial achievement of the specified criteria may result in the payment or vesting corresponding to the degree of achievement as
specified in the Stock Award Agreement or the written terms of a Performance Cash Award.




(00) “Performance Period” means the period of time selected by the Board over which the attainment of one or more
Performance Goals will be measured for the purpose of determining a Participant’s right to and the payment of a Stock Award or a
Performance Cash Award. Performance Periods may be of varying and overlapping duration, at the sole discretion of the Board.

(pp) “Performance Stock Award” means a Stock Award granted under the terms and conditions of Section 6(c)(i).
(qq) “Plan” means this Yelp Inc. 2012 Equity Incentive Plan.

(rr) “Restricted Stock Award” means an award of shares of Common Stock which is granted pursuant to the terms and
conditions of Section 6(a).

(ss) “Restricted Stock Award Agreement’ means a written agreement between the Company and a holder of a Restricted Stock
Award evidencing the terms and conditions of a Restricted Stock Award grant. Each Restricted Stock Award Agreement will be
subject to the terms and conditions of the Plan.

(tt) “Restricted Stock Unit Award” means a right to receive shares of Common Stock which is granted pursuant to the terms
and conditions of Section 6(b).

(un) “Restricted Stock Unit Award Agreement” means a written agreement between the Company and a holder of a Restricted
Stock Unit Award evidencing the terms and conditions of a Restricted Stock Unit Award grant. Each Restricted Stock Unit Award
Agreement will be subject to the terms and conditions of the Plan.

(vv) “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act or any successor to Rule 16b-3, as in effect from
time to time.

(ww) “Securities Act” means the Securities Act of 1933, as amended.

(xx) “Stock Appreciation Right’ or “SAR” means a right to receive the appreciation on Common Stock that is granted
pursuant to the terms and conditions of Section 5.

(yy) “Stock Appreciation Right Agreement” means a written agreement between the Company and a holder of a Stock
Appreciation Right evidencing the terms and conditions of a Stock Appreciation Right grant. Each Stock Appreciation Right
Agreement will be subject to the terms and conditions of the Plan.

(zz) “Stock Award” means any right to receive Common Stock granted under the Plan, including an Incentive Stock Option, a
Nonstatutory Stock Option, a Restricted Stock Award, a Restricted Stock Unit Award, a Stock Appreciation Right, a Performance
Stock Award or any Other Stock Award. '

(aaa) “Stock Award Agreement” means a written agreement between the Company and a Participant evidencing the terms and
conditions of a Stock Award grant. Each Stock Award Agreement will be subject to the terms and conditions of the Plan.

(bbb) “Subsidiary” means, with respect to the Company, (i) any corporation of which more than 50% of the outstanding
capital stock having ordinary voting power to elect a majority of the board of directors of such corporation (irrespective of whether, at
the time, stock of any other class or classes of such corporation will have or might have voting power by reason of the happening of
any contingency) is at the time, directly or indirectly, Owned by the Company, and (ii) any partnership, limited liability company or
other entity in which the Company has a direct or indirect interest (whether in the form of voting or participation in profits or capital
contribution) of more than 50%.

(ccc) “Ten Percent Stockholder” means a person who Owns (or is deemed to Own pursuant to Section 424(d) of the Code)
stock possessing more than ten percent of the total combined voting power of all classes of stock of the Company or any Affiliate.
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Item 15. Exhibits, Financial Statement dules.

Unless the context suggests otherwise, references in this Annual Report on Form 10-K, or Annual Report, to “Yelp,” the
“Company,” “we,” “us” and “our” refer to Yelp Inc. and, where appropriate, its subsidiaries.




Yelp, Yelp Inc., the Yelp logo and other trade names, trademarks or service marks of Yelp appearing in this Annual Report are the
property of Yelp. Trade names, trademarks and service marks of other companies appearing in this Annual Report are the property of
their respective holders.

Unless the context otherwise indicates, where we refer in this Annual Report to our “mobile application” or “mobile app,” we refer
to all of our applications for mobile-enabled devices. Similarly, references to our “website” refer to both the U.S. and international
versions of our website, as well as the versions of our website dedicated to mobile-based browsers.

The key metrics presented in this Annual Report as of and for the quarter and year ended December 31, 2012 do not reflect traffic,
content or local business activity of Qype GmbH, or Qype, a Germany-based reviews website we acquired in the fourth quarter of
2012.

During the year ended December 31, 2012, we revised the criteria by which we determine the local businesses that are deemed to
be part of the cities and regions comprising certain Yelp markets. As a result, the U.S. market cohort data presented in this Annual
Report may not be directly comparable to the corresponding information presented in our final prospectus filed with the SEC pursuant
to Rule 424(b) under the Securities Act on March 2, 2012. These changes did not affect the calculation of our key metrics in any
period.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report contains forward-looking statements that involve risks and uncertainties, as well as assumptions that, if they
never materialize or prove incorrect, could cause our results to differ materially from those expressed or implied by such forward-
looking statements. The statements contained in this Annual Report that are not purely historical are forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act. Forward-looking statements are often identified by the use of words such as,
but not limited to, “anticipate,” “believe,” “can,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “project,”
“seek,” “should,” “target,” “will,” “would” and similar expressions or variations intended to identify forward-looking statements.
These statements are based on the beliefs and assumptions of our management based on information currently available to
management. Such forward-looking statements are subject to risks, uncertainties and other important factors that could cause actual
results and the timing of certain events to differ materially from future results expressed or implied by such forward-looking
statements. Factors that could cause or contribute to such differences include, but are not limited to, those identified below, and those
discussed in the section titled “Risk Factors” included under Part I, Item 1A below. Furthermore, such forward-looking statements
speak only as of the date of this report. Except as required by law, we undertake no obligation to update any forward-looking
statements to reflect events or circumstances after the date of such statements.
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PART 1

Item 1. Business.
Company Overview

Yelp connects people with great local businesses. Our users have contributed a total of approximately 36.0 million cumulative
reviews of almost every type of local business, from restaurants, boutiques and salons to dentists, mechanics, plumbers and more,
These reviews are written by people using Yelp to share their everyday local business experiences, giving voice to consumers and
bringing “word of mouth” online. The information these reviews provide is valuable for consumers and businesses alike.
Approximately 86.3 million unique visitors used our website, and our mobile application was used on approximately 9.2 million
unique mobile devices, on a monthly average basis during the quarter ended December 31, 2012. Businesses of all sizes use our
platform to engage with consumers at the critical moment when they are deciding where to spend their money. Our business revolves
around three key constituencies: the contributors who write reviews, the consumers who read them and the local businesses that they
describe.

Contributors. We foster and support vibrant communities of contributors in local markets across the United States, Canada,
Europe, Singapore and Australia. These contributors provide rich, firsthand information about local businesses, such as reviews,
ratings and photos. Yelp users have contributed a total of approximately 36.0 million cumulative reviews, which include, as of
December 31, 2012, approximately 25.1 million unfiltered reviews that appear directly on business profile pages, approximately 8.1
million reviews that were being filtered and can be accessed by clicking on a link on business profile pages and approximately 2.7
million reviews that had been removed from our platform.

Consumers. Our platform is transforming the way people discover local businesses and is attracting a large audience of
geographically and demographically diverse consumers. Every day, millions of consumers visit our website or use our mobile app to
find great local businesses. Our strong brand and the quality of the review content on our platform have enabled us to attract this large
audience with almost no traffic acquisition costs.

Local Businesses. Our platform provides local businesses with a variety of free and paid services that help them engage with
consumers at the critical moment when they are deciding where to spend their money. Local businesses can register a business
account for free and “claim” their Yelp business page for each of their locations, allowing them to enhance the page with additional
information about their businesses and respond to consumer reviews, among other features. Local businesses can also pay for
premium services to promote themselves through targeted search advertising, discounted offers and further enhancements to their
business page.

Powerful Network Effect. Our platform helps people find great local businesses to meet their everyday needs. As more people use
our platform, more of them write reviews, add photos and tips. Each review, photo or tip that a user contributes helps expand the
breadth and depth of the content on our platform, drawing in more consumers and more prospective contributors. This increase in
consumer traffic and content improves our value proposition to local businesses as they seek low-cost, easy-to-use and effective
advertising solutions to target a large number of intent-driven consumers.

Yelp Mobile. We help consumers make decisions on the go through both our mobile app and versions of our website dedicated to
mobile-based browsers, which we refer to as our mobile website. Our mobile app was ranked as the #1 free travel app in the Apple
App Store as of January 20, 2013, was recognized by Time magazine as one of the “50 Best iPhone apps in 2012” and was recognized
by PC Magazine as one of the “50 Best Free iPhone Apps in 2012.” Our mobile app accounted for approximately 46% of all searches
on our platform in the quarter ended December 31, 2012, and approximately 28% of our unique visitors in the quarter ended
December 31, 2012 were to our mobile website. We expect mobile device usage to continue to grow and believe that use of our
mobile app and mobile website are complementary to the use of our website on personal computers. However, if mobile device usage
is substituting for, rather than incremental to, usage of our website on personal computers and our mobile advertising solutions prove
ineffective, this trend could adversely impact our business.




As our community has grown and our product offerings have expanded, we have seen significant growth in reviews, traffic,
claimed local business locations and active local business accounts:

e Our users have contributed a total of approximately 36.0 million cumulative reviews to our platform as of December 31, 2012,
up 45% from the prior year. Of these reviews, approximately 25.1 million were available on business profile pages,
approximately 8.1 million were being filtered and approximately 2.7 million had been removed from our platform, as of
December 31, 2012. Although they do not factor into a business’s overall star rating, we provide access to filtered reviews
because they provide additional perspectives and information on reviewed businesses, as well as transparency of the efficacy
of the filtering process.

e We had approximately 86.3 million unique visitors on a monthly average basis for the quarter ended December 31, 2012, up
31% from the same period in the prior year.

¢ We had approximately 994,000 claimed business locations as of December 31, 2012, up 64% from the prior year.

e We recognized revenue from approximately 40,000 active local business accounts for the quarter ended December 31, 2012,
up 68% from the same quarter in the prior year.

The approximately 36.0 million cumulative reviews our users contributed through December 31, 2012 cover a wide set of local
business categories, including restaurants, shopping, beauty and fitness, arts, entertainment and events, home and local services,
health, nightlife, travel and hotel, auto and other categories. We believe this breadth of content across business categories provides
consumers with a wide-ranging selection of reviewed businesses as they search across many categories. We highlight below the
breakdown by industry of local businesses that have received reviews on our platform and the breakdown by industry of reviews
contributed to our platform through December 31, 2012. The charts below include information based upon all contributed reviews and
include some businesses that have only received reviews that are being filtered or have been removed.
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We generate revenue primarily from the sale of advertising on our website and mobile app to local businesses and on our website
to national brands that seek to reach our growing audience of consumers. During the year ended December 31, 2012, we generated net
revenue of $137.6 million, representing 65% growth over 2011, a net loss of $19.1 million and an adjusted EBITDA of $4.6 million.
For information on how we define and calculate number of contributed reviews, unique visitors, claimed local business locations,
active local business accounts and adjusted EBITDA, and a reconciliation of adjusted EBITDA to net loss, see “Selected Financial
Data” in this Annual Report. The top five industry categories accounted for an aggregate of approximately 76% of our local
advertising revenue for the quarter ended December 31, 2012, broken down as follows: Home & Local Scrvices, 22%; Restaurants,
17%; Beauty & Fitness, 15%; Health, 11%; Shopping, 11%.




Our Growth Strategy
We intend to grow our platform and our business by focusing on the following key growth strategies:

Growth in Existing Markets

e Increase the Number of Reviews. We will continue to explore ways to enable contributors to share their local experiences
through detailed reviews, photos, tips and other forms of content contribution across our platform. As we continue to grow our
contributor and consumer footprint within our existing markets, we expect to benefit from accelerating network effect
dynamics, further driving the growth of reviews, consumers and local business activity.

e Attract More Users. We believe that we can increase the number of consumers that use our platform. In December 2012, less
than 16% of the total U.S. online audience visited our website or mobile app, as reported by comScore, Inc., a company
providing digital marketing intelligence. We believe that as our brand recognition increases and the number of reviews on our
platform grows, our platform will become more widely known and relevant to broader audiences, thus attracting new
consumers to use our service.

e Increase Usage of Current Users. By continuing to expand the number of reviews across diverse categories, driving more
claimed business pages and providing a more feature-rich experience, we can increase the number of visits and searches per
user. Many consumers begin using Yelp to search for restaurants and boutiques, but more than half of reviewed businesses are
in categories outside of restaurants and shopping. We believe that there is a substantial opportunity for a larger percentage of
our user base to use Yelp to search in more categories.

e Attract More Businesses. As of December 31, 2012, only approximately 994,000 local business locations out of the
approximately 47 million local businesses on our platform had claimed their Yelp pages. We believe the continued increase in
the size of our audience of consumers, as well as our efforts to provide additional tools to measure the effectiveness of our
products, will encourage local businesses to advertise on our platform.
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Expand to New Geographic Markets

o United States. While we have reviews and local business listings that span the entire United States, we see a large opportunity
to continue expanding our footprint in the United States by hiring Community Managers — local residents whose
responsibilities include writing a weekly Yelp email newsletter and organizing events for Yelp contributors — in new markets.
Our aim is to leverage our capabilities, brand and know-how to create a trusted online platform to connect people to great local
businesses across the United States.

e International. We are active in 44 international markets, all of which are in Canada, Europe, Singapore and Australia. In the
third quarter of 2012, we began selling our advertising products internationally, specifically in London. In addition, in the
fourth quarter of 2012, we acquired Qype, a Germany-based company centered around connecting consumers with local
businesses through user-generated reviews, which we acquired to accelerate the expansion of our international footprint. We
plan to continue to expand internationally by making our platform available in additional international markets and in more
languages, as we seek to replicate internationally the powerful network effect that has driven our historic growth in the United
States.

Platform Expansion

o Website and Mobile. We plan to continue to innovate and introduce new products for our website and mobile app, making it
even easier for consumers to find the most relevant information on Yelp as they look for a local business. For example, during
2012, we launched our redesigned homepage, which places greater emphasis on mobile activity and the user’s social graph,
and enhanced the mobile experience by adding features such as check-in comments and likes. We are highly focused on the
quality of the user experience and will not incorporate advertising or other products or solutions that we believe may
excessively degrade the mobile device user experience and potentially alienate users, even if they might result in increased
short-term monetization. We plan to continue to explore opportunities to monetize our mobile products while adhering to high
standards of user experience.

o Alternative Platforms. We also plan to continue to innovate and introduce our content and solutions on new platforms and

distribution channels such as automobile navigation systems, web-enabled televisions and voice-enabled mobile devices. For

* example, Yelp-branded content has been incorporated into Mercedes and Lexus in-vehicle infotainment systems. We also have

relationships with several companies like Microsoft Corporation and Apple Inc. to make our content and solutions available on
its website and consumer devices, respectively.

Enhance Monetization

e Grow Our Sales Force. We plan to continue to grow our sales force so we can reach more businesses. In the fourth quarter of
2012, we expanded our European sales operations through our acquisition of Qype and its established European sales force.
We believe this ongoing investment in our sales force will drive an increase in active local business accounts. In the quarter
ended December 31, 2012, we recognized revenue from approximately 40,000 local business accounts on our platform, a
fraction of the approximately 994,000 claimed local business locations and approximately 47 million local businesses on our
platform.

o Expand Our Portfolio of Revenue-Generating Products. We plan to continue to grow and develop advertising and e-commerce
products and partner arrangements that provide incremental value to our advertisers and business partners to encourage them to
increase their advertising budgets allocated towards our platform.




Market Development Strategy

As of December 31, 2012, we were active in 53 Yelp markets in the United States and 44 Yelp markets internationally. This
footprint represents a small fraction of the potential markets that we are currently targeting for expansion. Our market development
strategy consists of the following:

Identification. We select new markets based on a number of different city- or country-specific criteria, including but not limited to
population size, local gross domestic product, pre-existing base of reviews on our platform, Internet and wireless penetration,
proximity to existing markets, number of local businesses and local ad market growth rate.

Preparation and Launch. Before launching a market in any country, we license business listing information from third-party data
providers and create individual pages for each business location in the entire country. We sometimes hire temporary local employees,
called “scouts,” to provide additional rich content, such as reviews, photos and hours of operation. To bolster the integrity of the
content they provide, we closely monitor their contributions to the platform, prohibit them from reviewing businesses with which they
have a conflict of interest and identify them in their public profiles as paid contributors. At launch, consumers can read and write
reviews about any business on our platform and contribute information about businesses that are not already listed. We have active
Yelp markets in Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, the Netherlands, Norway,
Poland, Singapore, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United States.

Growth. After launch, we focus on attracting contributors, consumers and local businesses to our platform. In each Yelp market,
we hire a Community Manager, whose primary responsibilities include:

e planning and executing fun and engaging events for the community, such as parties, outings and activities at restaurants,
museums, hotels and other local places of interest;

e getting to know our users and helping them get to know one another as a way to foster an offline community experience that
can be transferred online;

o promoting Yelp, including guest appearances on local television and radio and at local events like concerts and street fairs; and

o writing weekly e-mail newsletters to share information with the community about local businesses, events and activities.

Through these activities, we believe Community Managers help us increase awareness of our platform and build avid communities
of users who are willing to contribute content to our platform. These active contributors may be invited to attend sponsored social
events but do not receive compensation. In time, this community growth drives a network effect whereby contributed reviews expand
the breadth and depth of our review base. This expansion draws an increasing number of consumers to access the content on our
platform, thus inspiring new and existing contributors to create additional reviews that can be shared with this growing audience.

Scale. At scale, our platform reaches a critical mass of reviews, consumers and claimed local business accounts, and we begin an
active sales effort with local businesses. Thereafter, our largest expense is related to sales efforts to attract local business advertising
customers. In Yelp markets that have attained this level of development, we expect to achieve economies of scale and operating cost
leverage.




To further illustrate the development of our markets as they scale, we highlight below our review and revenue metrics for three
cohorts of Yelp markets in the United States: the Yelp markets that we launched in 2005-2006; the Yelp markets that we launched in
2007-2008; and the Yelp markets that we launched in 2009-2010. In the markets we have entered, review growth and consumer
activity are generally followed by revenue generated from local businesses.

Year-Over-Year Year-Over-Year
Average Growth in Average Local Growth in
Number Cumulative Average Advertising Average Local
of Yelp Reviews Cumulative Revenue Advertising
U.S. Market Cohort Markets()  in 2012® Reviews®) in 20124 Revenue®

2007 — 2008 14 561 42% 2,082

(1) A Yelp market is defined as a city or region in which we have hired a Community Manager.

(2)  Average cumulative reviews is defined as the total cumulative reviews of the cohort as of December 31, 2012 (in thousands),
including reviews that were then being filtered or had been removed from our platform, divided by the number of Yelp markets
in the cohort.

(3)  Year-over-year growth in average cumulative reviews compares average cumulative reviews as of December 31, 2012 with
average cumulative reviews as of December 31, 2011.

(4)  Average local advertising revenue is defined as the total local advertising revenue from businesses in the cohort for the year
ended December 31, 2012 (in thousands) divided by the number of Yelp markets in the cohort.

(5)  Year-over-year growth in average local advertising revenue compares local advertising revenue for the year ended December
31, 2012 with local advertising revenue for the year ended December 31, 2011.

For a table showing the year of launch of each of the Yelp markets in which we are currently active, sce “Management’s
Discussion and Analysis of Results of Operations and Financial Condition—Overview.” In general, the Yelp markets in our earlier
U.S. market cohorts are more populous than those in later cohorts, and we have already entered many of the largest markets in the
United States. For these and other reasons, further expansion into additional U.S. markets may not yield results similar to those of our
existing U.S. markets.

We have made a significant investment in support of our market development initiatives. For the year ended December 31, 2012,

~our total costs and expenses were $156.3 million, an increase of approximately 57% over the year ended December 31, 2011. Over the

same period, total net revenue also increased by approximately 65%. Because most of our costs and expenses relate to personnel and
activities that support multiple markets, we do not record costs and expenses separately by market or cohort.
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Products

We provide both free and paid products to local businesses. In addition, we enable local businesses and national advertisers to
deliver targeted advertising to large local audiences through our platform. We have also entered into revenue sharing arrangements
with other companies, such as OpenTable and Orbitz.

Local Business

Free Online Business Account

Enhanced Listing

Search and Other Ads

Yelp Deals

Gift Certificates

We enable businesses to create a free online business account and claim the page for each of their
business locations. Business representatives can verify their affiliation with the business through an
automated telephone verification process which requires that they be reachable at the phone
number that is publicly displayed for their business listing on our platform. With their free business
accounts, businesses can view business trends (e.g., statistics and charts reflecting the performance
of a business’s page on our platform), message customers (e.g., by replying to reviews either
publicly or privately), update information (e.g., address, hours of operation) and offer Yelp Deals
and Gift Certificates.

Our enhanced listing solution eliminates search advertising from the businesses’ profile pages and
allows them to incorporate a video clip or photo slide show on the pages.

We allow local businesses to promote themselves as a sponsored search result on our platform or
on related business pages.

Our Yelp Deals product allows local business owners to create promotional discounted deals for
their products and services, which are marketed to consumers through our platform. Yelp Deals
typically have a fee structure based solely on transaction volume with no upfront costs, and we
typically earn a fee based on the discounted price of each deal sold. We process all customer
payments and remit to the business the revenue share of any Yelp Deal purchased. We primarily
offer deals on our platform that are focused on demand fulfillment where businesses can target
intent-driven consumers who are specifically searching for a product or service on our platform.

Our Gift Certificates product allows local business owners to sell full-price gift certificates directly
to customers through their business profile page. The business chooses the price points to offer
(from $10 to $500), and the buyer may purchase a Gift Certificate in one of those amounts. We
earn a fee based on the amount of the Gift Certificate sold. We process all consumer payments and
remit to the business the revenue share of any Gift Certificate purchased.




National/Brand Advertisers

Traditional Display Advertising

Transaction Partners

OpenTable

Orbitz

We offer our advertising solution for national brands that want to improve their local presence.
These solutions consist of search and display ads (both graphic and text) on our website, which
are typically sold to advertisers on a per-impression basis. Our national advertisers include leading
brands in the automobile, financial services, logistics, consumer goods and health and fitness
industries.

Our partnership, through a written agreement, with OpenTable provides consumers the ability to
reserve seats directly on the business listing pages of restaurants that participate in OpenTable’s
network.

Our partnership, through a written agreement, with Orbitz allows consumers to quickly book
rooms directly on the business listing pages of hotels that affiliate with Orbitz.

The following table provides a breakdown of our revenue by product as a percentage of net revenue for the years indicated:

Year Ended December 31,

2012 2011 2010




Technology

Product development and innovation are core pillars of our strategy. We aim to delight our users and business partners with our
products. We provide our web-based and mobile services using a combination of in-house and third-party technology solutions and
products.

o Our Search and Ranking Technology. We leverage the data stored on our platform and our proprietary indexing and ranking
techniques to provide our users with contextual, relevant and up-to-date results to their search queries. For example, a
consumer desiring environmentally-friendly carpet cleaners does not have to call individual cleaners and inquire about their
use of chemical-based cleaning solutions. Instead the consumer can search for “environmentally-friendly carpet cleaners” on
Yelp and discover cleaners with the best service and “green” cleaning products that serve a specific neighborhood.

e Our Filtering Technology. In order to maintain and enhance the quality, authenticity and integrity of the reviews on our
platform, we employ proprietary filtering technology to analyze and screen all of our reviews. Our filtering software looks at a
wide range of data associated with each review and reviewer in order to determine the review’s relevance and reliability. Our
filtering software operates continually, and the results of its determinations with respect to particular reviews may change over
time as it factors in new information. This can result in reviews that were previously unfiltered becoming filtered and reviews
that were previously filtered being restored to unfiltered status. Filtered reviews do not factor into a business’s overall star
rating and are segregated from unfiltered reviews on our website. By clicking on a link on a reviewed business’s page on our
website, users can access the filtered reviews for that business, as well as the star rating and other information about reviews
that we have removed for violation of our terms of service. We believe our filtering technology is one of the key contributors
to the quality, authenticity and integrity of the reviews on our platform and the success of our service.

e Our Mobile Solutions. We identified mobile as a key area for our business as early as 2006. We have since invested significant
resources into the development of a comprehensive mobile app platform, supporting the major smartphone operating systems
available to consumers today, including iOS, Android, Blackberry and Windows Mobile. In addition, we maintain versions of
our website dedicated to mobile-based browsers. Over time we have enhanced the functionality of our mobile app, such that it
provides similar and, in some areas, greater functionality than our website. Some of the innovations we introduced through our
mobile app include “check-ins,” “tips,” “comments” and Monocle, our augmented reality feature, among others.

e Infrastructure. Our web and mobile properties are currently hosted from two locations. The primary location is within a shared
data center environment in San Francisco, California. We are in the process of deploying an additional location within a shared
data center environment in Virginia as a fully redundant backup for our primary location, and to increase performance and
reliability of our platform. We are currently using the second data center to serve mobile and international traffic, and expect
this location to be fully redundant by mid-2013. We also currently use a third-party leased server provider as our second
hosting location to optimize performance as an interim solution until our redundant location is fully deployed; we expect to
cease using this interim solution in late 2013. Our web and mobile properties are designed to have high availability, from the
Internet connectivity providers we choose, to the servers, databases and networking hardware that we deploy. We design our
systems such that the failure of any individual component is not expected to affect the overall availability of our platform. We
also leverage other third-party Internet based (cloud) services including rich-content storage, map related services, ad serving
and bulk processing.
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® Network Security. Our platform includes a host of encryption, antivirus, firewall and patch-management technology to protect
and maintain the systems located at the data center as well as other systems and computers across our business.

o Internal Management Systems. We rely on third-party ‘off-the-shelf’ technology solutions and products as well as internally
developed and proprietary systems to ensure rapid, high-quality customer service, software development and website
integration, update and maintenance.

Sales and Marketing

We have a team of Community Managers based in 97 Yelp markets in the United States and internationally, whose primary goals
are to build a local community of contributors, raise brand awareness, organize events for the best contributors in their respective
cities and engage with the surrounding community. These efforts foster and support vibrant communities of contributors in local
markets across the United States, Canada, Europe, Singapore and Australia. We believe that continuing to serve our contributors is a
critical factor in improving the value of our platform and facilitating the network effect that has helped to attract approximately 86.3
million unique visitors, on a monthly average basis for the quarter ended December 31, 2012, to our website with almost no traffic
acquisition costs.

Our sales force is concentrated in five primary locations—San Francisco, California, Scottsdale, Arizona, New York City, New
York, London, United Kingdom and Hamburg, Germany. Our sales force primarily focuses on gaining new active local business
accounts by identifying and contacting local businesses through direct engagement, direct marketing campaigns and weekly emails to
claimed local businesses. Our sales force is also responsible for attracting national brand advertisers to our platform.

Competition

We compete for consumer traffic with traditional, offline local business guides and directories and with other online providers of
local and web search on the basis of a number of factors, including the reliability of our content, breadth, depth and timeliness of
information and the strength and recognition of our brand. We also compete for a share of local businesses’ overall advertising
budgets with traditional, offline media companies and other Internet marketing providers on the basis of a number of factors, including
our large consumer audience, effectiveness of our advertising solutions, our pricing structure and recognition of our brand. Our
competitors include the following types of businesses:

® Offline. We primarily compete with offline media companies and service providers who typically have existing advertising
relationships with local businesses. Services provided by competitors range from yellow pages listings to direct mail
campaigns to advertising and listings services on local newspapers, magazines, television and radio.

® Online. We compete with Internet search engines, such as, Google, Yahoo! and Bing. We also compete with various other
online service providers and review websites.

Culture and Employees

We take great pride in our company culture and consider it to be one of our competitive strengths. Our culture helps drive our
business forward and is a part of everything we doj it allows us to attract and retain a talented group of employees, create an energetic
work environment and continue to innovate in a highly competitive market.

Our culture extends beyond our offices and into the local communities in which people use Yelp. Our full-time Community
Managers’ responsibilities include supporting the sharing of experiences by consumers in the local market that they serve and
increasing brand awareness. In addition, we organize events several times a year to recognize our most important contributors,
fostering face-to-face interaction, build the Yelp brand and foster the sense of true community in which we believe so strongly. Our
culture is at the foundation of our success, and our core values remain a pivotal part of our everyday operations.
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As of December 31, 2012, we had 1,387 full-time employees globally. None of our employees are covered by collective
bargaining agreements, and we consider our relations with our employees to be good.

The Yelp Foundation

In November 2011, our board of directors approved the establishment of The Yelp Foundation, a non-profit organization designed
to support consumers and businesses in the communities in which we operate. In the quarter ended December 31, 2011, our board of
directors approved the contribution and issuance to The Yelp Foundation of 520,000 shares of our common stock, of which The Yelp
Foundation sold 50,000 shares in our initial public offering. The Yelp Foundation currently holds 470,000 shares of Class B common
stock, representing less than 1% of our outstanding capital stock. We did not make any contributions in 2012 and we do not expect to
make future contributions to The Yelp Foundation.

Intellectual Property

We rely on federal, state, common law and international rights, as well as contractual restrictions, to protect our intellectual
property. We control access to our proprietary technology and algorithms by entering into confidentiality and invention assignment
agreements with our employees and contractors, and confidentiality agreements with third parties.

In addition to these contractual arrangements, we also rely on a combination of trade secrets, copyrights, trademarks, service
marks and domain names to protect our intellectual property. We pursue the registration of our copyrights, trademarks, service marks
and domain names in the United States and in certain locations outside the United States. As of December 31, 2012, we had
approximately 84 trademarks and service marks registered or pending in approximately 26 countries or regions. Our registration
efforts have focused on gaining protection of the following trademarks (among others): Yelp and the Yelp burst logo. These marks are
material to our business as they enable others to easily identify us as the source of the services offered under these marks and are
essential to our brand identity.

Circumstances outside our control could pose a threat to our intellectual property rights. For example, effective intellectual
property protection may not be available in the United States or other countries in which we operate. Also, the efforts we have taken to
protect our proprietary rights may not be sufficient or effective. Any significant impairment of our intellectual property rights could
harm our business or our ability to compete. Also, protecting our intellectual property rights is costly and time-consuming. Any
unauthorized disclosure or use of our intellectual property could make it more expensive to do business and harm our operating
results.

Companies in the Internet, media and other industrics may own large numbers of patents, copyrights and trademarks and may
frequently request license agreements, threaten litigation or file suit against us based on allegations of infringement or other violations
of intellectual property rights. We are currently subject to, and expect to face in the future, allegations that we have infringed the
trademarks, copyrights, patents and other inteliectual property rights of third parties, including our competitors and non-practicing
entitics. As we face increasing competition and as our business grows, we will likely face more claims of infringement.
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Government Regulation

As a company conducting business on the Internet, we are subject to a number of foreign and domestic laws and regulations
relating to consumer protection, information security, data protection and privacy, among other things. Many of these laws and
regulations are still evolving and could be interpreted in ways that could harm our business. In the area of information security and
data protection, the laws in several states require companies to implement specific information security controls to protect certain
types of information. Likewise, all but a few states have laws in place requiring companies to notify users if there is a security breach
that compromises certain categories of their information. Any failure on our part to comply with these laws may subject us to
significant liabilities.

Information About Segment and Geographic Revenue

Information about segment and geographic revenue is set forth in Note 15 of the Notes to Consolidated Financial Statements
included elsewhere in this Annual Report.

Seasonality

Our business is affected by both cyclicality in business activity and seasonal fluctuations in Internet usage and advertising
spending. We believe our rapid growth has masked the cyclicality and seasonality of our business. As our revenue growth rate slows,
we expect that the cyclicality and seasonality in our business may become more pronounced and may in the future cause our operating
results to fluctuate.

Corporate and Available Information

We were incorporated in Delaware on September 3, 2004 under the name Yelp, Inc., and we changed our name in late September
2004 to Yelp! Inc. and in February 2012 to Yelp Inc. Our principal executive offices are located at 706 Mission Street, San Francisco,
California 94103, and our telephone number is (415) 908-3801. Our website address is www.yelp.com. Information contained on or
accessible through our website is not incorporated into, and does not form a part of, this Annual Report.

We file or furnish electronically with the Securities and Exchange Commission, or SEC, our annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section
13(a) or 15(d) of the Exchange Act. We make available free of charge on or through our website copies of these reports as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the SEC.

The SEC maintains an Internet site that contains reports, proxy and information statements and other information regarding our
filings at www.sec.gov. You may also read and copy any of our materials filed with the SEC at the SEC’s Public Reference Room at
100 F Street, NE, Washington, DC 20549. Information regarding the operation of the Public Reference Room can be obtained by
calling the SEC at 1-800-SEC-0330.

Item 1A. Risk Factors.

Our operations and financial results are subject to various risks and uncertainties, including those described below, which could
adversely affect our business, financial condition, results of operations, cash flows and the trading price of our Class A common
stock. You should carefully consider the risks and uncertainties described below before making an investment decision. Additional
visks not presently known to us or that we currently believe are immaterial may also significantly impair our business operations.
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Risks Related to Our Business and Industry

We have a short operating history in an evolving industry, which makes it difficult to evaluate our future prospects and may
increase the risk that we will not be successful.

We have a short operating history in an evolving industry that may not develop as expected, if at all. This short operating history
makes it difficult to assess our future prospects. You should consider our business and prospects in light of the risks and difficulties
we may encounter in this rapidly evolving industry. These risks and difficulties include our ability to, among other things:

increase the number of users of our website and mobile app and the number of reviews and other content on our platform;
increase the revenue from advertisers on our website and mobile app;

continue to earn and preserve a reputation for providing meaningful and reliable reviews of local businesses;

effectively monetize our mobile products as usage continues to migrate toward mobile devices;

manage, measure and demonstrate the effectiveness of our advertising solutions and attract and retain new advertising clients,
many of which may only have limited or no online advertising experience;

successfully compete with existing and future providers of other forms of offline and online advertising;

successfully compete with other companies that are currently in, or may in the future enter, the business of providing
information regarding local businesses;

successfully expand our business in new and existing markets, both domestic and international;
successfully develop and deploy new features and products;

effectively integrate businesses we may acquire, including Qype;

avoid interruptions or disruptions in our service or slower than expected load times;

develop a scalable, high-performance technology infrastructure that can efficiently and reliably handle increased usage
globally, as well as the deployment of new features and products;

hire, integrate and retain talented sales and other personnel;
effectively manage rapid growth in our sales force, personnel and operations; and

effectively partner with other companies.

If the demand for information regarding local businesses does not develop as we expect, or if we fail to address the needs of this
demand, our business will be harmed. We may not be able to successfully address these risks and difficulties or others, including those
described elsewhere in these risk factors. Failure to address these risks and difficulties adequately could harm our business and cause
our operating results to suffer.
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We have incurred significant operating losses in the past, and we may not be able to generate sufficient revenue to achieve or
maintain profitability, particularly given our significant ongoing sales and marketing expenses. Qur recent growth rate will likely
not be sustainable, and a failure to maintain an adequate growth rate will adversely affect our results of operations and business.

Since our inception, we have incurred significant operating losses, and, as of December 31, 2012, we had an accumulated deficit
of approximately $60.4 million. Although our revenues have grown rapidly, increasing from $12.1 million in 2008 to $137.6 million
in 2012, we expect that our revenue growth rate will decline in the future as a result of a variety of factors, including the maturation of
our business and the gradual decline in the number of major geographic markets, especially within the United States, to which we
have not already expanded, and you should not rely on the revenue growth of any prior quarterly or annual period as an indication of
our future performance. We also expect our costs to increase in future periods as we continue to expend substantial financial resources
on:

¢ sales and marketing;

o product and feature development;

e our technology infrastructure;

o domestic and international expansion efforts;

e strategic opportunities, including commercial relationships and acquisitions; and

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

These investments may not result in increased revenue or growth in our business. If we are unable to maintain adequate revenue
growth and to manage our expenses, we may continue to incur significant losses in the future and may not be able to achieve or
maintain profitability.

We rely on traffic to our website from search engines like Google, Bing and Yahoo!, some of which offer products and services
that compete directly with our solutions. If our website fails to rank prominently in unpaid search results, traffic to our website
could decline and our business would be adversely affected.

Our success depends in part on our ability to attract users through unpaid Internet search results on search engines like Google,
Bing and Yahoo!. The number of users we attract from search engines to our website (including our mobile website) is due in large
part to how and where our website ranks in unpaid search results. These rankings can be affected by a number of factors, many of
which are not in our direct control, and they may change frequently. For example, a search engine may change its ranking algorithms,
methodologies or design layouts. As a result, links to our website may not be prominent enough to drive traffic to our website, and we
may not know how or otherwise be in a position to influence the results. In some instances, search engine companies may change
these rankings in order to promote their own competing products or services or the products or services of one or more of our
competitors. Although traffic to our mobile app is less reliant on search results than traffic to our website, growth in mobile device
usage may not decrease our overall reliance on search results if mobile users use our mobile website at the expense of our mobile app.
In fact, growth in mobile device usage may exacerbate the risks associated with how and where we rank in search results because
mobile device screens are smaller than desktop computer screens and therefore display fewer search results. Our website has
experienced fluctuations in search result rankings in the past, and we anticipate fluctuations in the future. Any reduction in the number
of users directed to our website could adversely impact our business and results of operations.
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Google in particular is the most significant source of traffic to our website, accounting for more than half of the visits to our
website from Internet searches during the three months and year ended December 31, 2012. Our success depends on our ability to
maintain a prominent presence in search results for queries regarding local businesses on Google. Google has removed links to our
website from portions of its web search product and has promoted its own competing products, including Google’s local products, in
its search results. Given the large volume of traffic to our website and the importance of the placement and display of results of a
user’s search, similar actions in the future could have a substantial negative effect on our business and results of operations.

If we fail to generate and maintain sufficient high quality content from our users, we will be unable to provide consumers with the
information they are looking for, which could negatively impact our traffic and revenue.

Our success depends on our ability to provide consumers with the information they seek, which in turn depends on the quantity
and quality of the content provided by our users. For example, we may be unable to provide consumers with the information they seek
if our users do not contribute content that is helpful and reliable, or if they remove content they previously submitted. For example,
our ability to provide high quality content may be harmed as consumers increasingly contribute content through our mobile website
and mobile app because desktop contributions tend to be longer than content contributed through mobile devices. Similarly, we may
be unable to provide consumers with the information they seek if our users are unwilling to contribute content because of concerns
that they may be harassed or sued by the businesses they review, instances of which have occurred in the past and may occur again in
the future. In addition, we may not be able to provide users the information they seek if the information on our platform is not up-to-
date. We do not phase out or remove dated reviews, and consumers may view older reviews as less relevant, helpful or reliable. If our
platform does not provide current information about local businesses or users perceive reviews on our platform as less relevant, our
brand and our business could be harmed.

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

Our business may be harmed if users view our platform as primarily limited to reviews of restaurants and shopping experiences.

Our user traffic could be adversely affected if consumers perceive the utility of our platform to be limited to finding businesses in
the restaurant and shopping categories, which together accounted for approximately 44% of the businesses that have been reviewed on
our platform and 61% of our cumulative reviews through December 31, 2012. We believe that this concentration of reviews is
primarily due to the frequency with which individuals visit specific businesses or engage in certain activities versus others. For
example, an individual may eat at a restaurant three times in one week or go shopping once a week, but the same individual is unlikely
to visit a mechanic, get a haircut or use a home or local service with the same frequency. However, if the high concentration of
reviews in the restaurant and shopping categories generates a perception that our platform is primarily limited to these categories,
traffic may decline and advertising customers may be less likely to perceive value from using our services, which could harm our
business.
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If our technology filters helpful content or fails to filter unhelpful content, consumers and businesses alike may stop or reduce
their use of our platform and products, and our business could suffer.

While we have designed our technology to filter content that we believe may be offensive, biased, unreliable or otherwise
unhelpful, we cannot guarantee that our efforts will be effective or adequate. In addition, some consumers and businesses have
expressed concern that our technology inappropriately filters legitimate reviews, which may cause them to stop or reduce their use of
our platform or our advertising solutions. If the performance of our filter proves inadequate or ineffective, our reputation and brand
may be harmed, users may stop using our products and our business and results of operations could be adversely affected.

Our business depends on a strong brand, and any failure to maintain, protect and enhance our brand would hurt our ability to
retain or expand our base of users and advertisers, or our ability to increase the frequency with which they use our solutions.

We have developed a strong brand that we believe has contributed significantly to the success of our business. Maintaining,
protecting and enhancing the “Yelp” brand is critical to expanding our base of users and advertisers and increasing the frequency with
which they use our solutions, and will depend largely on our ability to maintain consumer trust in our solutions and in the quality and
integrity of the user content and other information found on our website and mobile app, which we may not do successfully. If we do
not successfully maintain a strong brand, our business could be harmed.

For example, consumers may believe that the reviews, photos and other content contributed by our Community Managers or other
employees are influenced by our advertising relationships or are otherwise biased. Although we take steps to prevent this from
occurring by, for example, displaying an “ambassador” badge on the account profile pages for each of our Community Managers
identifying them as Yelp employees and explaining their role on our platform, the designation does not appear on the page for each
review contributed by the Community Manager and we may not be successful in our efforts to maintain consumer trust. As a result,
our brand and our business could be harmed.

Our trademarks are an important element of our brand. We have faced in the past, and may face in the future, oppositions from
third parties to our applications to register key trademarks in foreign jurisdictions in which we expect to expand our presence. If we
are unsuccessful in defending against these oppositions, our trademark applications may be denied. Whether or not our trademark
registration applications are denied, third parties may claim that our trademarks infringe their rights, As a result, we could be forced to
pay significant settlement costs or cease the use of these trademarks and associated elements of our brand in those or other
jurisdictions. Doing so could harm our brand or brand recognition and adversely affect our business, financial condition and results of
operation.

Negative publicity could adversely affect our reputation and brand.

Negative publicity about our company, including our technology, sales practices, personnel or customer service, could diminish
confidence in and the use of our products. The media has previously reported allegations that we manipulate our reviews, rankings and
ratings in favor of our advertisers and against non-advertisers. These allegations, though untrue, could adversely affect our reputation
and brand, require significant management time and attention, and subject us to inquiries or investigations. In order to demonstrate
that our filtering process applies in a nondiscriminatory manner to both advertisers and non-advertisers, we have made all filtered
reviews accessible on our platform. We have also allowed businesses to publicly comment on negative reviews so that they can
provide their response. Nevertheless, our reputation and brand, the traffic to our website and mobile app and our business may suffer if
negative publicity about our company persists or if users otherwise perceive that content on our website and mobile app is
manipulated or biased. In addition, our website and mobile app serve as a platform for expression by our users, and third parties or the
public at large may attribute the political or other sentiments expressed by users on our platform to us, which could harm our
reputation.
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If we fail to maintain and expand our base of advertisers, our revenue and our business will be harmed.

For the three months and year ended December 31, 2012, substantially all of our revenue was generated by the sale of advertising
products. Our ability to grow our business depends on our ability to maintain and expand our advertiser base. To do so, we must
convince prospective advertisers of the benefits of our products, including those who may not be familiar with our products (such as
those in new markets). In addition, we have incurred significant costs to attract current and future advertisers and expect to incur
significant additional costs for the foreseeable future. We may face greater challenges as we continue to expand our advertiser base in
businesses outside the restaurant and shopping categories, which together accounted for approximately 44% of the businesses that
have been reviewed on our platform and 61% of our cumulative reviews through December 31, 2012, especially if these businesses
believe that consumers perceive the utility of our platform to be limited to finding businesses in the restaurant and shopping
categories. We must also convince existing and prospective advertisers alike that our advertising products work to their benefit. Many
of these businesses are more accustomed to using more traditional methods of advertising, such as newspapers or print yellow pages
directories. Failure to maintain and expand the advertiser base could harm our business.

Our advertisers do not typically have long-term obligations to purchase our products. In addition, we rely heavily on advertising
spend by small and medium-sized local businesses, which have historically experienced high failure rates and often have limited
advertising budgets. As a result, we may experience attrition in our advertisers in the ordinary course of business resulting from
several factors, including losses to competitors, lower priced competitors, perceptions that our advertising solutions are unnecessary or
ineffective, declining advertising budgets, closures and bankruptcies. We must continually add new advertisers both to replace
advertisers who choose not to renew their advertising or who go out of business, or otherwise fail to fulfill their advertising contracts
with us, to grow our business. Our advertisers’ decisions to renew depend on a number of factors, including the degree of satisfaction
with our products and their ability to continue their operations and spending levels. The ratings and reviews that businesses receive
from our users may also affect advertising decisions by current and prospective advertisers. For instance, favorable ratings and
reviews, on the one hand, could be perceived as obviating the need to advertise, and unfavorable ratings and reviews, on the other,
could discourage businesses from advertising to an audience they perceive as hostile or cause them to form a negative opinion of our
products and user base, which could discourage them from doing business with us. If our advertisers increase their rates of non-
renewal or if we experience significant advertiser attrition or contract breach, or if we are unable to attract new advertisers in numbers
greater than the number of advertisers that we lose, our client base will decrease and our business, financial condition and results of
operations would be harmed.

If we fail to expand effectively into new markets, both domestically and abroad, our revenue and our business will be harmed.

We intend to expand our operations into new markets, both domestically and abroad. We may incur losses or otherwise fail to
enter new markets successfully. Our expansion into new markets places us in competitive environments with which we are unfamiliar
and involves various risks, including the need to invest significant resources and the possibility that returns on such investments will
not be achieved for several years, or at all. In attempting to establish a presence in new markets, we expect, as we have in the past, to
incur significant expenses and face various other challenges, such as expanding our sales force and community management personnel
to reach those new markets. Our current and any future expansion plans will require significant resources and management attention.
Furthermore, we have already entered many of the largest markets in the United States and further expansion in smaller markets may
not yield similar results or sustain our growth.
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Our international operations involve additional risks, and our exposure to these risks will increase as we expand internationally.

We have started to expand our operations internationally. We expect to expand our international operations significantly by
accessing new markets abroad and expanding our offerings in new languages. Our platform is now available in English and several
~ other languages. However, we may have difficulty modifying our technology and content for use in non-English-speaking markets or
fostering new communities in non-English-speaking markets. We recently acquired Qype to accelerate the expansion of our
international footprint, primarily in Europe and Brazil, but can make no assurance that we will be successful in integrating Qype with
our businesses or in taking advantage of Qype’s presence in these international markets. Our ability to manage our business and
conduct our operations internationally requires considerable management attention and resources, and is subject to the particular
challenges of supporting a rapidly growing business in an environment of multiple languages, cultures, customs, legal systems,
alternative dispute systems, regulatory systems and commercial infrastructures. Furthermore, in most international markets, we would
not be the first entrant, and our competitors may be better positioned than we are to succeed. Expanding internationally may subject us
to risks that we have either not faced before or increase our exposure to risks that we currently face, including risks associated with:

e recruiting and retaining qualified, multi-lingual employees, including sales personnel,
¢ integrating businesses we may acquire internationally, including Qype;
e increased competition from local websites and guides and potential preferences by local populations for local providers;

e compliance with applicable foreign laws and regulations, including different privacy, censorship and liability standards and
regulations and different intellectual property laws;

e providing solutions in different languages for different cultures, which may require that we modify our solutions and features
to ensure that they are culturally relevant in different countries;

e our ability to achieve prominent rankings for our content in unpaid search results, which may be more difficult in newer
markets where we may have less content and more competitors than in established markets;

o the enforceability of our intellectual property rights;
o credit risk and higher levels of payment fraud;

e compliance with anti-bribery laws, including but not limited to compliance with the Foreign Corrupt Practices Act and the
U.K. Bribery Act;

e currency exchange rate fluctuations;
o foreign exchange controls that might prevent us from repatriating cash earned outside the United States;
o political and economic instability in some countries;

e double taxation of our international earnings and potentially adverse tax consequences due to changes in the tax laws of the
United States or the foreign jurisdictions in which we operate; and

o higher costs of doing business internationally.
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Many people use smartphones and other mobile devices to access information about local businesses. We have limited experience
with mobile advertising and have prioritized the quality of user experience with our mobile products over short-term monetization.
As a result, growth in use of our mobile app and mobile website, particularly if it substitutes for use of our website on personal
computers, may adversely affect our results of operations and business.

The number of people who access information about local businesses through mobile devices, including smartphones and
handheld tablets or computers, has increased dramatically in the past few years and is expected to continue to increase. Although we
currently deliver advertising on our mobile app and mobile website, we have limited experience with mobile advertising and have
prioritized the quality of user experience with our mobile products over short-term monetization. With our ability to effectively
monetize our mobile products unproven, we may not be able to generate meaningful revenue from our mobile products despite the
expected growth in mobile usage. In addition, if consumers use our mobile app and mobile website as substitutes for, rather than in
addition to, use of our website on personal computers and our mobile solutions prove ineffective, our advertisers may stop or reduce
their advertising with us. Similarly, we may be unable to attract new advertisers if our mobile advertising solutions are not compelling.
If our advertising solutions are not effective or we fail to continue to innovate and introduce enhanced mobile solutions, if our
solutions alienate our user base, or if our solutions are not widely adopted or are insufficiently profitable, our business may suffer.

Additionally, as new mobile devices and platforms are released, it is difficult to predict the problems we may encounter in
developing products for these alternative devices and platforms, and we may need to devote significant resources to the creation,
support and maintenance of such products. We are dependent on the interoperability of our mobile products with popular mobile
operating systems that we do not control, such as Android and iOS, and any changes in such systems that degrade their functionality
could adversely affect mobile usage. If we experience difficulties in the future in integrating our mobile app into mobile devices or if
problems arise with our relationships with providers of mobile operating systems or mobile application download stores, such as those
of Google, with whose local products we compete, or Apple, Inc., our user growth and user engagement could be harmed. In addition,
if our applications receive unfavorable treatment compared to the promotion and placement of competing applications, such as the
order of our products in the Apple AppStore, or if we face increased costs to distribute our mobile app, our future growth and our
results of operations could suffer. Further, in the event that it becomes more difficult for our users to access and use our mobile app, or
if users choose to use mobile products that do not offer access to our mobile app, we may be unable to decrease our reliance on traffic
from Google and other search engines.

We expect to face increased competition in the market.

The market for information regarding local businesses and advertising is intensely competitive and rapidly changing. With the
emergence of new technologies and market entrants, competition is likely to intensify in the future. Our competitors include, among
others, offline media companies and service providers; newspaper, television and other media companies; Internet search engines,
such as Google, Bing and Yahoo!; and various other online service providers and review websites. Our competitors may enjoy
competitive advantages, such as greater name recognition, longer operating histories, substantially greater market share, large existing
user bases and substantially greater financial, technical and other resources. These companies may use these advantages to offer
products similar to ours at a lower price, develop different products to compete with our current solutions and respond more quickly
and effectively than we do to new or changing opportunities, technologies, standards or client requirements. In particular, major
Internet companies, such as Google, Facebook, Yahoo! and Microsoft may be more successful than us in developing and marketing
online advertising offerings directly to local businesses and many of our advertisers and potential advertisers may choose to purchase
online advertising services from these competitors and may reduce their purchases of our products. In addition, many of our current
and potential competitors have established marketing relationships with and access to larger client bases. As the market for local
online advertising increases, new competitors, business models and solutions are likely to emerge. We also compete with these
companies for the attention of contributors and consumers, and may experience decreases in both if our competitors offer more
compelling environments. For all of these reasons, we may be unable to maintain or grow the number of people who use our website
and mobile app and the number of businesses that use our advertising solutions and we may face pressure to reduce the price of our
advertising solutions, in which case our business, results of operations and financial condition will be harmed.
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The traffic to our website and mobile application may decline and our business may suffer if other companies copy information
from our platform and publish or aggregate it with other information for their own benefit.

From time to time, other companies copy information from our platform, through website scraping, robots or other means, and
publish or aggregate it with other information for their own benefit. For example, in parts of 2010 and 2011, Google incorporated
content from our website into its own local product without our permission. Google’s users, as a result, may not have visited our
website because they found the information they sought on Google. While we do not believe that Google is still incorporating our
content within its local products, we have no assurance that Google or other companies will not copy, publish or aggregate content
from our platform in the future.

When third parties copy, publish or aggregate content from our platform, it makes them more competitive and decreases the
likelihood that consumers will visit our website or use our mobile app to find the information they seek, which could negatively affect
our business, results of operations and financial condition. We may not be able to detect such third-party conduct in a timely manner
and, even if we could, we may not be able to prevent it. In some cases, particularly in the case of websites operating outside of the
United States, our available remedies may be inadequate to protect us against such practices. In addition, we may be required to
expend significant financial or other resources to successfully enforce our rights.

The impact of worldwide economic conditions, including the resulting effect on advertising spending by local businesses, may
adversely affect our business, operating results and financial condition.

Our performance is subject to worldwide economic conditions and their impact on levels of advertising spend by small and
medium-sized businesses, which may be disproportionately affected by economic downturns. In the event of an economic slowdown
or deterioration of worldwide economic conditions, our existing and potential advertising clients may no longer consider investment in
our advertising solutions a necessity, or may elect to reduce advertising budgets. Historically, economic downturns have resulted in
overall reductions in advertising spending. In particular, web-based advertising solutions may be viewed by some of our existing and
potential advertising clients as a lower priority and could cause advertisers to reduce the amounts they spend on advertising, terminate
their use of our solutions or default on their payment obligations to us. In addition, economic conditions may adversely impact levels
of consumer spending, which could adversely impact the numbers of consumers visiting our website and mobile app. Consumer
purchases of discretionary items generally decline during recessionary periods and other periods in which disposable income is
adversely affected. If spending at many of the local businesses reviewed on our platform declines, businesses may be less likely to use
our advertising products, which could have a material adverse effect on our financial condition and results of operations.

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

We face potential liability and expense for legal claims relating to the information that we publish on our website and mobile app,
including claims for defamation, libel, negligence and copyright or trademark infringement, among others. For example, businesses in
the past have claimed, and may in the future claim, that we are responsible for defamatory reviews posted by our users. We expect
claims like these to continue, and potentially increase in proportion to the amount of content on our platform. These claims could
divert management time and attention away from our business and result in significant costs to investigate and defend, regardiess of
the merits of the claims. In some instances, we may elect or be compelled to remove content or may be forced to pay substantial
damages if we are unsuccessful in our efforts to defend against these claims. If we elect or are compelled to remove valuable content
from our website or mobile app, our platform may become less useful to consumers and our traffic may decline, which could have a
negative impact on our business and financial performance.
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We process, store and use personal information and other data, which subjects us to governmental regulation and other legal
obligations related to privacy. Our actual or perceived failure to comply with such obligations could harm our business.

We receive, store and process personal information and other user data, including credit card information for certain users. There
are numerous federal, state and local laws around the world regarding privacy and the storing, sharing, use, processing, disclosure and
protection of personal information and other user data, the scope of which are changing, subject to differing interpretations, and may
be inconsistent between countries or conflict with other rules. For example, the Federal Trade Commission, or FTC, currently expects
companies like Yelp to comply with guidelines issued under the Federal Trade Commission Act that govern the collection, use and
storage of consumer information, establishing principles relating to notice, consent, access and data integrity and security. Our
practices are designed to comply with these guidelines as described in our published privacy policy. For example, we disclose that we
collect a range of information about our users, such as their names, email addresses, search histories and activity on our platform. We
also use and store such information primarily to personalize the experience on our platform, provide customer support and display
relevant advertising. While we do not sell or share personally identifiable information with third parties for direct marketing purposes,
we do have relationships with third parties that may allow them access to user information for other purposes. For example, when we
outsource functions such as technical and customer support, tracking and reporting, quality assurance and payment processing to other
companies, we make user information available to those companies to the extent necessary for them to provide the outsourced
services. We believe our policies and practices comply with the FTC privacy guidelines and other applicable laws and regulations.
However, if our belief proves incorrect, or if these guidelines, laws or regulations or their interpretation change or new legislation or
regulations are enacted, we may be compelled to provide additional disclosures to our users, obtain additional consents from our users
before collecting or using their information or implement new safeguards to help our users manage our use of their information,
among other changes.

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

Any failure or perceived failure by us to comply with our privacy policies, our privacy-related obligations to users or other third
parties, or our privacy-related legal obligations, or any compromise of security that results in the unauthorized release or transfer of
personally identifiable information or other user data, may result in governmental enforcement actions, litigation or negative publicity
and could cause our users and advertisers to lose trust in us, which could have an adverse effect on our business. Additionally, if third
parties with whom we work, such as advertisers, vendors or developers, violate applicable laws or our policies, such violations may
also put our users’ information at risk and could have an adverse effect on our business.

Our business could suffer if the jurisdictions in which we operate change the way in which they regulate the Internet, including
regulations relating to user-generated content and privacy.

Our business, including our ability to operate and expand internationally, could be adversely affected if legislation or regulations
are adopted, interpreted or implemented in a manner that is inconsistent with our current business practices and that requires changes
to these practices or the design of our platform, products or features. For example, if legislation is passed that limits the immunities
afforded to websites that publish user-generated content, we may be compelled to remove content from our platform that we would
otherwise publish, restrict the types of businesses that our users can review or further verify the identity of our users, among other
changes. Similarly, legislation could be passed that limits our ability to use or store information about our users.

Practices regarding the collection, use, storage, display, processing, transmission and security of personal information by
companies offering online services have recently come under increased public scrutiny. As a result, the regulatory framework for
privacy issues worldwide is currently in flux and is likely to remain so for the foreseeable future. The U.S. government, including the
White House, the FTC and the Department of Commerce, are reviewing the need for greater regulation of the collection of
information concerning consumer behavior with respect to online services, including regulation aimed at restricting certain targeted
advertising practices. The White House recently published a report calling for a consumer privacy Bill of Rights that could impact the
collection of data. Legislative changes have been proposed abroad as well, including recent proposals by the European Commission to
reform its existing data protection legal framework. Various government and consumer agencies have also called for new regulation
and changes in industry practices. Recently, the State of California and several other states have adopted privacy guidelines with
respect to mobile applications. Changes like these could increase our administrative costs and make it more difficult for consumers to
use our platform, resulting in less traffic and revenue. Similarly, changes like these could make it more difficult for us to provide
effective advertising tools to businesses on our platform, resulting in fewer advertisers and less revenue. In any of the cases above, our
business could suffer.
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Our acquisition of Qype creates numerous risks and uncertainties that could adversely affect our operating results or prevent us
from realizing the expected benefits of the acquisition.

In October 2012, we acquired Qype to accelerate our international expansion. This acquisition requires the integration of Qype, its
operations, services and personnel with our organization. These transition activities are complex, and we may encounter unexpected
difficulties or incur unexpected costs.

In order to realize the expected benefits and synergies of our acquisition of Qype, we must meet a number of significant
challenges, including:

e integrating the management teams, strategies and operations of the combined business;
o retaining and assimilating the key personnel of each company;

e retaining existing customers and obtaining new customers;

¢ difficulties in the assimilation of employees and corporate cultures;

e migrating Qype users and content to our platform;

e implementing and retaining uniform standards, controls, procedures, policies and information systems; and

managing the combined business effectively.

It is possible that the integration process could result in the loss of technical skills and management expertise of key employees,
the disruption of each company’s ongoing business or inconsistencies in standards, controls, procedures and policies due to possible
cultural conflicts or differences of opinions on technical decisions and services. In addition, following the acquisition of Qype, we
began implementation of a restructuring plan affecting approximately 35 Qype employees in order to eliminate redundancies within
the combined business and improve operational efficiencies. Such restructuring efforts could result in reduced efficiency of retained
employees and may result in employees, whether or not directly affected by the restructuring, seeking future employment with our
business partners or competitors. Although employees are subject to confidentiality requirements, the confidential nature of certain
proprietary information may not be maintained in the course of any such future employment. Further, we believe that our ability to
realize the full benefits of the acquisition will depend upon our ability to retain highly skilled personnel. We may have difficulty

retaining such personnel as a result of the restructuring.
4

A failure to integrate Qype successfully could adversely affect our ability to maintain relationships with customers and employees
or to achieve the anticipated benefits of the acquisition. In addition, we may be required to spend additional time or funds on
integration that otherwise would be spent on the development and expansion of the combined business. Even if we are able to
integrate Qype operations successfully, these integrations may not result in the realization of the full benefits of synergies, cost
savings, innovation and operational efficiencies that may be possible from the integration, and these benefits may not be achieved
within a reasonable period of time.

We may also acquire other companies or technologies, which could divert our management’s attention, result in additional
dilution to our stockholders and otherwise disrupt our operations and harm our operating results.

Our success will depend, in part, on our ability to expand our product offerings and grow our business in response to changing
technologies, user and advertiser demands and competitive pressures. In some circumstances, we may determine to do so through the
acquisition of complementary businesses or technologies rather than through internal development. We have limited experience as a
company in the complex process of acquiring other businesses and technologies. The pursuit of potential future acquisitions may
divert the attention of management and cause us to incur expenses in identifying, investigating and pursuing suitable acquisitions,
whether or not they are consummated. Acquisitions could also result in dilutive issuances of equity securities or the incurrence of debt,
which could adversely affect our results of operations or our ability to achieve profitability.
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Acquisitions also involve a number of risks to our business, including the difficulty of integrating operations, services, sites and
technologies, and personnel of the acquired companies, the potential disruption of our ongoing business, the potential distraction of
management, the possibility that our business culture and the business culture of the acquired companies will not be compatible,
expenses related to the acquisition and to the integration of the acquired companies, the impairment of relationships with employees
and customers as a result of any integration of new personnel, risks related to the businesses of acquired companies that may continue
to impact the businesses following the acquisition and potential unknown liabilities associated with acquired companies. Any inability
to integrate services, sites and technologies, operations or personnel in an efficient and timely manner could harm our results of

operations.

If we fail to manage our growth effectively, our brand, results of operations and business could be harmed.

We have experienced rapid growth in our headcount and operations, including through our recent acquisition of Qype, which
places substantial demands on management and our operational infrastructure. Most of our employees have been with us for fewer
than two years. We intend to make substantial investments in our technology, sales and marketing and community management
organizations. As we continue to grow, we must effectively integrate, develop and motivate a large number of new employees,
including employees in international markets and from any acquired businesses, while maintaining the beneficial aspects of our
company culture. If we do not manage the growth of our business and operations effectively, the quality of our platform and efficiency
of our operations could suffer, which could harm our brand, results of operations and business.

We may not timely and effectively scale and adapt our existing technology and network infrastructure to ensure that our platform
is accessible.

It is important to our success that users in all geographies be able to access our platform at all times. We have previously
experienced, and may experience in the future, service disruptions, outages and other performance problems due to a variety of
factors, including infrastructure changes, human or software errors, capacity constraints due to an overwhelming number of users
accessing our platform simultaneously, and denial of service or fraud or security attacks. In some instances, we may not be able to
identify the cause or causes of these performance problems within an acceptable period of time. It may become increasingly difficult
to maintain and improve the availability of our platform, especially during peak usage times and as our solutions become more
complex and our user traffic increases. If our platform is unavailable when users attempt to access it or it does not load as quickly as
they expect, users may seek other services to obtain the information for which they are looking, and may not return to our platform as
often in the future, or at all. This would negatively impact our ability to attract users and advertisers and increase the frequency with
which they use our website and mobile app. We expect to continue to make significant investments to maintain and improve the
availability of our platform and to enable rapid releases of new features and products. To the extent that we do not effectively address
capacity constraints, upgrade our systems as needed and continually develop our technology and network architecture to accommodate
actual and anticipated changes in technology, our business and operating results may be harmed.

Our disaster recovery program contemplates transitioning our platform and data to a backup center in the event of a catastrophe,
but we have not yet tested the procedure in full, and the transition procedure may take several days or more to complete. During this
time, our platform may be unavailable in whole or in part to our users.

We are, and may in the future be, subject to disputes and assertions by third parties that we violate their rights. These disputes may
be costly to defend and could harm our business and operating results.

We currently face, and we expect to face from time to time in the future, allegations that we have violated the rights of third
parties, including patent, trademark, copyright and other intellectual property rights and the rights of current and former employees
and business owners. For example, third parties have sued us for allegedly violating their patent rights (we are currently a defendant in
numerous such suits, all of which involve plaintiffs targeting multiple defendants in the same or similar suits), an action was filed
against us on behalf of current and former employees claiming that we violated labor and other laws (we have received final court
approval to settle the suit for approximately $0.8 million) and various businesses have sued us alleging that we manipulate Yelp
reviews in order to coerce them and other businesses to pay for Yelp advertising (one such suit was voluntarily dismissed, and two
others were consolidated and dismissed with prejudice, although the plaintiffs are seeking an appeal). In addition, Deutsche Telekom
AG, or Deutsche Telekom, has filed two suits against Qype in Germany regarding fees payable for directory data that Qype and its
predecessor purchased from Deutsche Telekom; both claims have been rejected in full by the German court, although Deutsche
Telekom has appealed the decisions to the Higher Regional Court of Cologne, which referred the appeals to the Higher Regional
Court of Diisseldorf. The appeals are expected to be heard in the first half of 2013.
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Other claims against us can be expected to be made in the future. Even if the claims are without merit, the costs associated with
defending these types of claims may be substantial, both in terms of time, money and management distraction. In particular, patent and
other intellectual property litigation may be protracted and expensive, and the results are difficult to predict and may require us to stop
offering certain features, purchase licenses or modify our products and features while we develop non-infringing substitutes or may
result in significant settlement costs. We do not own any patents, and, therefore, may be unable to deter competitors or others from
pursuing patent or other intellectual property infringement claims against us.

The results of litigation and claims to which we may be subject cannot be predicted with certainty. Even if these matters do not
result in litigation or are resolved in our favor or without significant cash settlements, these matters, and the time and resources
necessary to litigate or resolve them, could harm our business, results of operations and reputation.

Some of our solutions contain open source software, which may pose particular risks to our proprietary software and solutions.

We use open source software in our solutions and will use open source software in the future. From time to time, we may face
claims from third parties claiming ownership of, or demanding release of, the open source software and/or derivative works that we
developed using such software (which could include our proprietary source code), or otherwise seeking to enforce the terms of the
applicable open source license. These claims could result in litigation and could require us to purchase a costly license or cease
offering the implicated solutions unless and until we can re-engineer them to avoid infringement. This re-engineering process could
require significant additional research and development resources. In addition to risks related to license requirements, use of certain
open source software can lead to greater risks than use of third-party commercial software, as open source licensors generally do not
provide warranties or controls on the origin of software. Any of these risks could be difficult to eliminate or manage, and, if not
addressed, could have a negative effect on our business and operating results.

We make the consumer experience our highest priority. Our dedication to making decisions based primarily on the best interests of
consumers may cause us to forgo short-term gains and advertising revenue.

We base many of our decisions upon the best interests of the consumers who use our platform. We believe that this approach has
been essential to our success in increasing our user growth rate and the frequency with which consumers use our platform and has
served the long-term interests of our company and our stockholders. In the past, we have forgone, and we may in the future forgo,
certain expansion or revenue opportunities that we do not believe are in the best interests of consumers, even if such decisions
negatively impact our results of operations in the short term, and we believe that continued adherence to this principle will, in the long
term, benefit our stockholders. In particular, our approach of putting our consumers first may negatively impact our relationships with
our existing or prospective advertisers. For example, unless we believe that a review violates our terms of service, such as reviews that
contain hate speech or bigotry, we allow the review to remain on the platform, even if the business disputes its accuracy. Certain
advertisers may therefore perceive us as an impediment to their success as a result of negative reviews and ratings. This practice could
result in a loss of advertisers, which in turn could harm our results of operations.

We rely on third-party service providers for many aspects of our business, and any failure to maintain these relationships could
harm our business.

We rely on data about local businesses from third parties, including various yellow pages and other third parties that license such
information to us. We also rely on third parties for other aspects of our business, such as mapping functionality and administrative
software solutions. If these third parties experience difficulty meeting our requirements or standards, or our licenses are revoked or not
renewed, it could make it difficult for us to operate some aspects of our business, which could damage our reputation. In addition, if
such third-party service providers were to cease operations, temporarily or permanently, face financial distress or other business
disruption, increase their fees or if our relationships with these providers deteriorate, we could suffer increased costs and delays in our
ability to provide consumers and advertisers with content or provide similar services until an equivalent provider could be found or we
could develop replacement technology or operations. In addition, if we are unsuccessful in choosing or finding high-quality partners,
if we fail to negotiate cost-effective relationships with them, or if we ineffectively manage these relationships, it could have an adverse
impact on our business and financial performance.
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We expect a number of factors to cause our operating results to fluctuate on a quarterly and annual basis, which may make it
difficult to predict our future performance.

Our operating results could vary significantly from quarter to quarter and year to year because of a variety of factors, many of
which are outside of our control. As a result, comparing our operating results on a period-to-period basis may not be meaningful. In
addition to other risk factors discussed in this section, factors that may contribute to the variability of our quarterly and annual results
include:

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

e our ability to accurately forecast revenue and appropriately plan our expenses;

o the effects of changes in search engine placement and prominence;

e the effects of increased competition in our business;

e our ability to successfully expand in existing markets, enter new markets and manage our international expansion;

o the impact of worldwide economic conditions, including the resulting effect on consumer spending at local businesses and the
level of advertising spending by local businesses;

e our ability to protect and grow our intellectual property;
e our ability to maintain an adequate rate of growth and effectively manage that growth;
o our ability to maintain and increase traffic to our website and mobile app;

e our ability to keep pace with changes in technology;
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the success of our sales and marketing efforts;

costs associated with defending intellectual property infringement and other claims and related judgments or settlements;
our ability to manage successfully any acquisitions of businesses, solutions or technologies, including Qype;

changes in government regulation affecting our business;

interruptions in service and any related impact on our reputation;

the attraction and retention of qualified employees and key personnel;

our ability to choose and effectively manage third-party service providers;

the impact of fluctuations in currency exchange rates;

changes in consumer behavior with respect to local businesses;

fluctuations in spending by our advertisers due to seasonality, such as historically stronger spending in the fourth quarter of
each year, or other factors;

the effects of natural or man-made catastrophic events;
the effectiveness of our internal controls; and

changes in our tax rates or exposure to additional tax liabilities.
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Because we recognize most of the revenue from our advertising products over the term of an agreement, a significant downturn in
our business may not be immediately reflected in our results of operations.

We recognize revenue from sales of our advertising products over the terms of the applicable agreements, which are generally
three, six or 12 months. As a result, a significant portion of the revenue we report in each quarter is generated from agreements entered
into during previous quarters. Consequently, a decline in new or renewed agreements in any one quarter may not significantly impact
our revenue in that quarter but will negatively affect our revenue in future quarters. In addition, we may be unable to adjust our fixed
costs in response to reduced revenue. Accordingly, the effect of significant declines in advertising sales may not be reflected in our
short-term results of operations.

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

We believe our success has depended, and continues to depend, on the efforts and talents of our employees, including our senior
management team, software engineers, marketing professionals and advertising sales staff. Our future success depends on our
continuing ability to attract, develop, motivate and retain highly qualified and skilled employees. Qualified individuals are in high
demand, and we may incur significant costs to attract them. In addition, the loss of any of our senior management or key employees
could materially adversely affect our ability to execute our business plan, and we may not be able to find adequate replacements. All
of our officers and other U.S. employees are at-will employees, which mean they may terminate their employment relationship with us
at any time, and their knowledge of our business and industry would be extremely difficult to replace. We cannot ensure that we will
be able to retain the services of any members of our senior management or other key employees. If we do not succeed in attracting
well-qualified employees or retaining and motivating existing employees, our business could be harmed.

Failure to protect or enforce our intellectual property rights could harm our business and results of operations.

We regard the protection of our trade secrets, copyrights, trademarks and domain names as critical to our success. In particular, we
must maintain, protect and enhance the “Yelp” brand. We pursue the registration of our domain names, trademarks and service marks
in the United States and in certain jurisdictions abroad. We strive to protect our intellectual property rights by relying on federal, state
and common law rights, as well as contractual restrictions. We typically enter into confidentiality and invention assignment
agreements with our employees and contractors, and confidentiality agreements with parties with whom we conduct business in order
to limit access to, and disclosure and use of, our proprietary information. However, these contractual arrangements and the other steps
we have taken to protect our intellectual property may not prevent the misappropriation or disclosure of our proprietary information
nor deter independent development of similar technologies by others.

Effective trade secret, copyright, trademark and domain name protection is expensive to develop and maintain, both in terms of
initial and ongoing registration requirements and expenses and the costs of defending our rights. We are seeking to protect our
trademarks and domain names in an increasing number of jurisdictions, a process that is expensive and may not be successful or which
we may not pursue in every location. Litigation may be necessary to enforce our intellectual property rights, protect our respective
trade secrets or determine the validity and scope of proprietary rights claimed by others. Any litigation of this nature, regardless of
outcome or merit, could result in substantial costs and diversion of management and technical resources, any of which could adversely
affect our business and operating results. We may incur significant costs in enforcing our trademarks against those who attempt to
imitate our “Yelp” brand. If we fail to maintain, protect and enhance our intellectual property rights, our business and operating results

may be harmed.

We may be unable to continue to use the domain names that we use in our business, or prevent third parties from acquiring and
using domain names that infringe on, are similar to, or otherwise decrease the value of our brand or our trademarks or service

marks.

We have registered domain names for our website that we use in our business, such as Yelp.com. If we lose the ability to use a
domain name, whether due to trademark claims, failure to renew the applicable registration, or any other cause, we may be forced to
market our products under a new domain name, which could cause us substantial harm, or to incur significant expense in order to
purchase rights to the domain name in question. In addition, our competitors and others could attempt to capitalize on our brand
recognition by using domain names similar to ours. Domain names similar to ours have been registered in the United States and
elsewhere. We may be unable to prevent third parties from acquiring and using domain names that infringe on, are similar to, or
otherwise decrease the value of our brand or our trademarks or service marks. Protecting and enforcing our rights in our domain
names may require litigation, which could result in substantial costs and diversion of management’s attention. '
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If our security measures are compromised, or if our platform is subject to attacks that degrade or deny the ability of users to access
our content, users may curtail or stop use of our platform.

Our platform involves the storage and transmission of user and business information, some of which may be private, and security
breaches could expose us to a risk of loss of this information, which could result in potential liability and litigation. Like all online
services, our platform is vulnerable to computer viruses, break-ins, phishing attacks, attempts to overload our servers with denial-of-
service or other attacks and similar disruptions from unauthorized use of our computer systems, any of which could lead to
interruptions, delays or website shutdowns, causing loss of critical data or the unauthorized disclosure or use of personally identifiable
or other confidential information. Because the techniques used to obtain unauthorized access, disable or degrade service or sabotage
systems change frequently, often are not recognized until launched against a target and may originate from less regulated and remote
areas around the world, we may be unable to proactively address these techniques or to implement adequate preventative measures. If
we experience compromises to our security that result in performance or availability problems, the complete shutdown of our website
or the loss or unauthorized disclosure of confidential information, our users or advertisers may lose trust and confidence in us and
decrease their use of our platform or stop using our platform entirely, and we would suffer reputational and financial harm. For
example, we work with third party vendors to process credit card payments by certain of our users and local businesses and are subject
to payment card association operating rules. If our security measures fail to protect this information adequately as a result of employee
error, malfeasance or otherwise, or we fail to comply with the applicable operating rules, we could be liable to our users and local
businesses for their losses, as well as the vendors under our agreements with them, we could be subject to fines and higher transaction
fees, we could face regulatory action and our users, local businesses and vendors could end their relationships with us, any of which
could harm our business and financial results.

In addition, user and business owner accounts and profile pages could be hacked, hijacked, altered or otherwise claimed or
controlled by unauthorized persons. For example, we enable businesses to create free online business accounts and claim the business
profile pages for each of their business locations. We verify these claims through an automated telephone verification process, which
is designed to confirm that the person setting up the account is affiliated with the business by confirming that the person has access to
the business’s telephone. Our verification system could fail to confirm that the recipient of the call is an authorized representative of
the business, or mistakenly allow an unauthorized representative to claim the business’s profile page. Any or all of these issues could
negatively impact our ability to attract new users or could deter current users from returning or reduce the frequency with which
consumers and advertisers use our solutions, cause existing or potential advertisers to cancel their contracts or subject us to third-party
lawsuits, regulatory fines or other action or liability, thereby harming our results of operations.

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

We are subject to a variety of laws in the United States and abroad, including laws regarding data retention, privacy, distribution of
user-generated content and consumer protection, that are frequently evolving and developing. The scope and interpretation of the laws
that are or may be applicable to us are often uncertain and may be conflicting, particularly outside the United States. For example,
laws relating to the liability of providers of online services for activities of their users and other third parties are currently being tested
by a number of claims, including actions based on invasion of privacy and other torts, unfair competition, copyright and trademark
infringement and other theories based on the nature and content of the materials searched, the ads posted, or the content provided by
users. In addition, regulatory authorities around the world are considering a number of legislative and regulatory proposals concerning
data protection and other matters that may be applicable to our business. It is also likely that if our business grows and evolves and our
solutions are used in a greater number of countries, we will become subject to laws and regulations in additional jurisdictions. It is
difficult to predict how existing laws will be applied to our business and the new laws to which we may become subject.
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If we are not able to comply with these laws or regulations or if we become liable under these laws or regulations, we could be
directly harmed, and we may be forced to implement new measures to reduce our exposure to this liability. This may require us to
expend substantial resources or to discontinue certain products or features, which would negatively affect our business. In addition,
the increased attention focused upon liability issues as a result of lawsuits and legislative proposals could harm our reputation or
otherwise impact the growth of our business. Any costs incurred to prevent or mitigate this potential liability could also harm our
business and operating results.

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

Our Yelp Deals products may be deemed gift certificates, store gift cards, general-use prepaid cards or other vouchers, or “gift
cards,” subject to, among other laws, the federal Credit Card Accountability Responsibility and Disclosure Act of 2009, or the Credit
CARD Act, and similar federal, state and foreign laws. Many of these laws include specific disclosure requirements and prohibitions
or limitations on the use of expiration dates and the imposition of certain fees. For example, the Credit CARD Act requires that gift
cards expire no earlier than five years after their issue. Yelp Deals are comprised of two components: (i) the purchase value, which is
the amount paid by the purchaser and which does not expire, and (ii) the promotional value, which is the remaining value for which
the Yelp Deal can be redeemed during a limited period, which typically ends one year after the date of purchase. If, contrary to our
belief, the Credit CARD Act and similar state laws were held to apply to the promotional value component of Yelp Deals, consumers
would be entitled to redeem the promotional value component of their Yelp Deals for up to five years after their issue, and we could
face lability for redemption periods that are less than five years. Various companies that provide deal products similar to ours are
currently defendants in purported class action lawsuits that have been filed in federal and state court claiming that their deal products
are subject to the Credit CARD Act and various state laws governing gift cards and that the defendants have violated these laws as a
result of expiration dates and other restrictions they have placed on their deals. Similar lawsuits have been filed in other locations in
which we plan to sell our Yelp Deals, such as the Canadian province of Ontario, alleging similar violations of provincial legislation
governing gift cards.

The application of various other laws and regulations to our products, and particularly our Yelp Deals and Gift Certificates, is
uncertain. These include laws and regulations pertaining to unclaimed and abandoned property, partial redemption, refunds, revenue-
sharing restrictions on certain trade groups and professions, sales and other local taxes and the sale of alcoholic beverages. For
example, although it is the responsibility of merchants to redeem or refund unexpired Yelp Deals and Gift Certificates that they offer
through our platform, the law might be interpreted to require that we redeem or refund them. Because merchants alone, and not Yelp,
are in a position to track the redemption of Yelp Deals and Gift Certificates, we may not be able to comply with such a requirement
without substantial and potentially costly changes to our infrastructure and business practices. In addition, we may become, or be
determined to be, subject to federal, state or foreign laws regulating money transmitters or aimed at preventing money laundering or
terrorist financing, including the Bank Secrecy Act, the USA PATRIOT Act and other similar future laws or regulations.

If we become subject to claims or are required to alter our business practices as a result of current or future laws and regulations,
our revenue could decrease, our costs could increase and our business could otherwise be harmed. In addition, the costs and expenses
associated with defending any actions related to such additional laws and regulations and any payments of related penalties, fines,
judgments or settlements could harm our business.

We may require additional capital to support business growth, and this capital might not be available on acceptable terms, if at all.

We intend to continue to make investments to support our business growth and may require additional funds to respond to business
challenges, including the need to develop new features and products or enhance our existing services, improve our operating
infrastructure or acquire complementary businesses and technologies. Accordingly, we may need to engage in equity or debt
financings to secure additional funds. If we raise additional funds through future issuances of equity or convertible debt securities, our
existing stockholders could suffer significant dilution, and any new equity securities we issue could have rights, preferences and
privileges superior to those of holders of our Class A common stock. Any debt financing we secure in the future could involve
restrictive covenants relating to our capital raising activities and other financial and operational matters, which may make it more
difficult for us to obtain additional capital and to pursue business opportunities, including potential acquisitions. We may not be able
to obtain additional financing on terms favorable to us, if at all. If we are unable to obtain adequate financing or financing on terms
satisfactory to us when we require it, our ability to continue to support our business growth and to respond to business challenges
could be significantly impaired, and our business may be harmed.
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Our business is subject to the risks of earthquakes, fires, floods and other natural catastrophic events and to interruption by man-
made problems such as computer viruses or terrovism.

Our systems and operations are vulnerable to damage or interruption from earthquakes, fires, floods, power losses,
telecommunications failures, terrorist attacks, acts of war, human errors, break-ins and similar events. For example, a significant
natural disaster, such as an earthquake, fire or flood, could have a material adverse impact on our business, operating results and
financial condition, and our insurance coverage may be insufficient to compensate us for losses that may occur. Our U.S. corporate
offices and one of the facilities we lease to house our computer and telecommunications equipment are located in the San Francisco
Bay Area, a region known for seismic activity. In addition, acts of terrorism, which may be targeted at metropolitan areas that have
higher population density than rural areas, could cause disruptions in our or our local business advertisers’ businesses or the economy
as a whole. Our servers may also be vulnerable to computer viruses, break-ins and similar disruptions from unauthorized tampering
with our computer systems, which could lead to interruptions, delays, loss of critical data or the unauthorized disclosure of
confidential client data. We may not have sufficient protection or recovery plans in certain circumstances, such as natural disasters
affecting the San Francisco Bay Area, and our business interruption insurance may be insufficient to compensate us for losses that
may occur. As we rely heavily on our servers, computer and communications systems and the Internet to conduct our business and
provide high quality customer service, such disruptions could negatively impact our ability to run our business and either directly or
indirectly disrupt our local business advertisers’ businesses, which could have an adverse affect on our business, operating results and
financial condition.

The intended tax benefits of our corporate structure and intercompany arrangements depend on the application of the tax laws of
various jurisdictions and on how we operate our business.

Our corporate structure and intercompany arrangements, including the manner in which we develop and use our intellectual
property and the transfer pricing of our intercompany transactions, are intended to reduce our worldwide effective tax rate. The
application of the tax laws of various jurisdictions, including the United States, to our international business activities is subject to
interpretation and depends on our ability to operate our business in a manner consistent with our corporate structure and intercompany
arrangements. The taxing authorities of the jurisdictions in which we operate may challenge our methodologies for valuing developed
technology or intercompany arrangements, including our transfer pricing, or determine that the manner in which we operate our
business does not achieve the intended tax consequences, which could increase our. worldwide effective tax rate and harm our
financial position and results of operations.

Our corporate structure includes legal entities located in jurisdictions with income tax rates lower than the U.S. statutory tax rate.
Our intercompany arrangements allocate income to such entities in accordance with arm’s-length principles and commensurate with
functions performed, risks assumed and ownership of valuable corporate assets. We believe that income taxed in certain foreign
jurisdictions at a lower rate relative to the U.S. statutory rate will have a beneficial impact on our worldwide effective tax rate.

Significant judgment is required in evaluating our tax positions and determining our provision for income taxes. During the
ordinary course of business, there are many transactions and calculations for which the ultimate tax determination is uncertain. For
example, our effective tax rates could be adversely affected by earnings being lower than anticipated in countries where we have
lower statutory rates and higher than anticipated in countries where we have higher statutory rates, by changes in foreign currency
exchange rates or by changes in the relevant tax, accounting and other laws, regulations, principles and interpretations. As we operate
in numerous taxing jurisdictions, the application of tax laws can be subject to diverging and sometimes conflicting interpretations by
tax authorities of these jurisdictions. It is not uncommon for taxing authorities in different countries to have conflicting views, for
instance, with respect to, among other things, the manner in which the arm’s length standard is applied for transfer pricing purposes,
or with respect to the valuation of intellectual property. In addition, tax laws are dynamic and subject to change as new laws are
passed and new interpretations of the law are issued or applied. In particular, there is uncertainty in relation to the U.S. tax legislation
in terms of the future corporate tax rate but also in terms of the U.S. tax consequences of income derived from income related to
intellectual property earned overseas in low tax jurisdictions.
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Our existing corporate structure and intercompany arrangements have been implemented in a manner we believe is in compliance
with current prevailing tax laws. However, the tax benefits which we intend to eventually derive could be undermined if we are unable
to adapt the manner in which we operate our business and due to changing tax laws.

The enactment of legislation implementing changes in the U.S. taxation of international business activities or the adoption of other
tax reform policies could materially impact our financial condition and results of operations.

The current administration has made public statements indicating that it has made international tax reform a priority, and key
members of the U.S. Congress have conducted hearings and proposed new legislation. Recent changes to U.S. tax laws, including
limitations on the ability of taxpayers to claim and utilize foreign tax credits and the deferral of certain tax deductions until earnings
outside of the United States are repatriated to the United States, as well as changes to U.S. tax laws that may be enacted in the future,
could impact the tax treatment of our foreign earnings. Due to the expanding scale of our international business activities, any changes
in the U.S. taxation of such activities may increase our worldwide effective tax rate and harm our financial condition and results of
operations.

If our goodwill or intangible assets become impaired, we may be required to record a significant charge to earnings.

Under accounting principles generally accepted in the United States, or GAAP, we review our intangible assets for impairment
when events or changes in circumstances indicate the carrying value may not be recoverable. Goodwill is required to be tested for
impairment at least annually. Factors that may be considered include a change in circumstances indicating that the carrying value of
our goodwill or other intangible assets may not be recoverable include declines in our stock price and market capitalization or future
cash flows projections. We recorded a significant amount of goodwill related to our acquisition of Qype in the fourth quarter of 2012.
A decline in our stock price, or any other adverse change in market conditions, particularly if such change has the effect of changing
one of our critical assumptions or estimates, could result in a change to the estimation of fair value that could result in an impairment
charge to our goodwill and intangible assets. Any such material charges may have a material negative impact on our financial and
operating results.

Risks Related to Ownership of Our Class A Common Stock

The dual class structure of our common stock has the effect of concentrating voting control with those stockholders who held our
stock prior to our initial public offering, including our founders, directors, executive officers and employees and their affiliates,
and limiting your ability to influence corporate matters.

Our Class B common stock has 10 votes per share, and our Class A common stock has one vote per share. Stockholders who hold
shares of Class B common stock, including our founders, directors, executive officers and employees and their affiliates, together
beneficially own shares representing approximately 94.5% of the voting power of our outstanding capital stock as of December 31,
2012. Consequently, the holders of Class B common stock collectively will continue to be able to control all matters submitted to our
stockholders for approval even if their stock holdings represent less than 50% of the outstanding shares of our common stock. Because
of the 10-to-1 voting ratio between our Class B and Class A common stock, the holders of our Class B common stock collectively will
continue to control a majority of the combined voting power of our common stock even when the shares of Class B common stock
represent a small minority of all outstanding shares of our Class A and Class B common stock. This concentrated control will limit
your ability to influence corporate matters for the foreseeable future, and, as a result, the market price of our Class A common stock
could be adversely affected. Future transfers by holders of Class B common stock will generally result in those shares converting to
Class A common stock, which will have the effect, over time, of increasing the relative voting power of those holders of Class B
common stock who retain their shares in the long term, which may include existing founders, officers and directors and their affiliates.
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Our share price has been and will likely continue to be volatile.

The trading price of our Class A common stock has been, and is likely to continue to be, highly volatile and could be subject to
wide fluctuations in response to various factors, some of which are beyond our control. Since shares of our common stock were sold in
our initial public offering in March 2012 at a price of $15.00 per share through February 15, 2013, our stock’s daily closing price has
ranged from $15.22 to $28.89. In addition to the factors discussed in this “Risk Factors” section and elsewhere in this Annual Report,
factors that may cause volatility in our share price include: ’

e actual or anticipated fluctuations in our financial condition and operating results;

e changes in projected operating and financial resuits;

e actual or anticipated changes in our growth rate relative to our competitors;

o announcements of technological innovations or new offerings by us or our competitors;

e announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures or capital-raising
activities or commitments;

¢ additions or departures of key personnel;

e issuance of research or reports by securities analysts;

o fluctuations in the valuation of companies perceived by investors to be comparable to us;
e sales of our Class A or Class B common stock;

e changes in laws or regulations applicable to our solutions;

¢ share price and volume fluctuations attributable to inconsistent trading volume levels of our shares; and

general economic and market conditions.

Furthermore, the stock markets recently have experienced extreme price and volume fluctuations that have affected and continue
to affect the market prices of equity securities of many companies. These fluctuations often have been unrelated or disproportionate to
the operating performance of those companies. These broad market and industry fluctuations, as well as general economic, political
and market conditions such as recessions, interest rate changes or international currency fluctuations, may negatively impact the
market price of our Class A common stock. In the past, companies that have experienced volatility in the market price of their stock
have been subject to securities class action litigation. We may be the target of this type of litigation in the future. Securities litigation
against us could result in substantial costs and divert our management’s attention from other business concerns, which could harm our
business.

We do not intend to pay dividends for the foreseeable future, and as a result your ability to achieve a return on your investment will
depend on appreciation in the price of our Class A common stock.

We have never declared or paid any cash dividends on our common stock and do not intend to pay any cash dividends in the
foreseceable future. We anticipate that we will retain all of our future earnings for use in the development of our business and for
general corporate purposes. Any determination to pay dividends in the future will be at the discretion of our board of directors.
Accordingly, investors must rely on sales of their Class A common stock after price appreciation, which may never occur, as the only
way to realize any future gains on their investments.
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Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of us more difficult, limit
atiempts by our stockholders to replace or remove our current management and limit the market price of our Class A common
stock.

Provisions in our certificate of incorporation and bylaws may have the effect of delaying or preventing a change in control or
changes in our management. Our amended and restated certificate of incorporation and amended and restated bylaws include
provisions that:

o authorize our board of directors to issue, without further action by the stockholders, up to 10,000,000 shares of undesignated
preferred stock;

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

o specify that special meetings of our stockholders can be called only by our board of directors, the Chair of our board of
directors, or our Chief Executive Officer;,

e cstablish an advance notice procedure for stockholder proposals to be brought before an annual meeting, including proposed
nominations of persons for election to our board of directors;

e establish that our board of directors is divided into three classes, with directors in each class serving three-year staggered
terms;

e prohibit cumulative voting in the election of directors;

e provide that vacancies on our board of directors may be filled only by a majority of directors then in office, even though less
than a quorum;

o require the approval of our board of directors or the holders of a supermajority of our outstanding shares of capital stock to
amend our bylaws and certain provisions of our certificate of incorporation; and

o reflect two classes of common stock, as discussed above.

34




These provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by
making it more difficult for stockholders to replace members of our board of directors, which is responsible for appointing the
members of our management. In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203
of the Delaware General Corporation Law, which generally prohibits a Delaware corporation from engaging in any of a broad range of
business combinations with any “interested” stockholder for a period of three years following the date on which the stockholder
became an “interested” stockholder.

If securities or industry analysts do not publish research or reports about our business, or publish negative reports about our
business, our share price and trading volume could decline.

The trading market for our Class A common stock, to some extent, depends on the research and reports that securities or industry
analysts publish about us or our business. We do not have any control over these analysts. If one or more of the analysts who cover us
downgrade our shares or change their opinion of our shares, our share price would likely decline. If one or more of these analysts
cease coverage of our company or fail to regularly publish reports on us, we could lose visibility in the financial markets, which could
cause our share price or trading volume to decline.

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

Sales of a substantial number of shares of our Class A common stock in the public market, particularly sales by our directors,
officers and employees and significant stockholders, or the perception that these sales might occur, could depress the market price of
our Class A common stock and could impair our ability to raise capital through the sale of additional equity securities. We have a
small public float relative to the total number of shares of our Class A and Class B common stock that are issued. As of December 31,
2012, we had 23,380,283 shares of Class A common stock and 40,124,986 shares of Class B common stock outstanding. Although a
public market exists for our Class A common stock only, shares of Class B common stock are generally convertible into an equivalent
number of shares of Class A common stock at the option of the holder or upon transfer (subject to certain exceptions).
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The requirements of being a public company may strain our resources, divert management’s attention and affect our ability to
attract and retain qualified board members.

We are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Act, the listing
requirements of the New York Stock Exchange and other applicable securities rules and regulations. Compliance with these rules and
regulations has increased and will continue to increase our legal and financial compliance costs, make some activities more difficult,
time-consuming or costly, and increase demand on our systems and resources. The Sarbanes-Oxley Act requires, among other things,
that we maintain effective disclosure controls and procedures and internal control over financial reporting. In order to maintain and, if
required, improve our disclosure controls and procedures and internal control over financial reporting to meet this standard, significant
resources and management oversight may be required. As a result, management’s attention may be diverted from other business
concerns, which could harm our business and operating results. Although we have hired additional employees to comply with these
requirements, we may need to hire more employees in the future, which will increase our costs and expenses.

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure are creating
uncertainty for public companies, increasing legal and financial compliance costs and making some activities more time consuming.
These laws, regulations and standards are subject to varying interpretations, in many cases due to their lack of specificity, and, as a
result, their application in practice may evolve over time as new guidance is provided by regulatory and governing bodies. This could
result in continuing uncertainty regarding compliance matters and higher costs necessitated by ongoing revisions to disclosure and
governance practices. We intend to invest resources to comply with evolving laws, regulations and standards, and this investment may
result in increased general and administrative expenses and a diversion of management’s time and attention from revenue-generating
activities to compliance activities. If our efforts to comply with new laws, regulations and standards differ from the activities intended
by regulatory or governing bodies due to ambiguities related to practice, regulatory authorities may initiate legal proceedings against

us and our business may be harmed.

We also expect that being a public company that is subject to these new rules and regulations will make it more expensive for us to
obtain director and officer liability insurance, and we may be required to accept reduced coverage or incur substantially higher costs to
obtain coverage. These factors could also make it more difficult for us to attract and retain qualified members of our board of directors
and qualified executive officers.

As a result of becoming a public company, we will be obligated to develop and maintain proper and effective internal controls over
financial reporting. We may not complete our analysis of our internal controls over financial reporting in a timely manner, or
these internal controls may not be determined to be effective, which may adversely affect investor confidence in our company and,
as a result, the value of our Class A common stock.

We will be required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among other
things, the effectiveness of our internal control over financial reporting for the fiscal year ending 2013. This assessment will need to
include disclosure of any material weaknesses identified by our management in our internal control over financial reporting, as well as
a statement that our auditors have issued an attestation report on our management’s assessment of our internal controls. We are in the
early stages of the costly and challenging process of compiling the system and processing documentation necessary to perform the
evaluation needed to comply with Section 404, We may not be able to complete our evaluation, testing and any required remediation
in a timely fashion. During the evaluation and testing process, if we identify one or more material weaknesses in our internal control
over financial reporting, we will be unable to assert that our internal controls are effective. If we are unable to assert that our internal
control over financial reporting is effective, or if our auditors are unable to express an opinion on the effectiveness of our internal
controls, we could lose investor confidence in the accuracy and completeness of our financial reports, which would cause the price of
our Class A common stock to decline.

Item 1B. Unresolved Staff Comments.

None.
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Item 2. Properties.

Our principal executive offices in North America are currently located at 706 Mission Street, San Francisco, California, where we
lease office space pursuant to a lease agreement that expires in September 2013. In May 2012, we entered into a lease agreement for
office space located at 140 New Montgomery Street, San Francisco, California, which is intended to serve as our principal executive
offices beginning in October 2013. We also lease office space in Scottsdale, Arizona and New York, New York, and currently our
international offices are located in Dublin, Ireland, London, England, Hamburg, Germany and Berlin, Germany. We believe that our
properties are generally suitable to meet our needs for the foreseeable future. In addition, to the extent we require additional space in
the future, we believe that it would be readily available on commercially reasonable terms.

Item 3. Legal Proceedings.

In February and March 2010, we were sued in two putative class actions on behalf of local businesses asserting various causes of
action based on claims that we manipulated the ratings and reviews on our platform to coerce local businesses to buy our advertising
products. These cases were subsequently consolidated in an action asserting claims for violation of the California Business &
Professions Code, extortion and attempted extortion based on the conduct they allege and seeking monetary relief in an unspecified
amount and injunctive relief. In October 2011, the court dismissed this consolidated action with prejudice. The plaintiffs have
appealed to the U.S. Court of Appeals for the Ninth Circuit, but the appeal has not yet been heard. Due to the preliminary nature of
this potential appeal, we are unable to reasonably estimate either the probability of incurring a loss or an estimated range of such loss,
if any, from an appeal.

In March 2011, we were sued in an action on behalf of certain current and former employees asserting claims for violations of the
federal Fair Labor Standards Act, the California Labor Code and the California Business & Professions Code and seeking monetary
relief in an unspecified amount. In December 2012, the Court issued a judgment giving final approval to a settlement of this matter,
without any admission of liability on our part, for payments by us in an aggregate amount of approximately $0.8 million.

Qype, our indirect wholly-owned subsidiary, is party to two lawsuits regarding fees payable for directory data that Qype and its
predecessor purchased from Deutsche Telekom between 2005 and 2008 at a rate set by the German Federal Network Agency, or FNA.
Following German court decisions overturning the rate set by the FNA, Deutsche Telekom sued Qype in the Regional Court of Bonn
on August 26, 2010 for approximately €1.5 million plus interest for additional fees for data delivered between 2005 and 2008. In
August 2011, the court rejected Deutsche Telekom’s claim in full and Deutsche Telekom appealed the decision to the Higher Regional
Court of Cologne, which referred the appeal to the Higher Regional Court in Diisseldorf in July 2012. The appeal is expected to be
heard in the first half of 2013. In addition, on August 6, 2012, Deutsche Telekom filed a claim against Qype in the Regional Court of
Bonn for approximately €118,400 plus interest asserting Qype was unjustly enriched as a result of paying an insufficient rate for
directory data from 2005 to 2008. Following a hearing on December 19, 2012, the court dismissed Deutsche Telekom’s claim in full.
Deutsche Telekom has appealed the decision to the Higher Regional Court of Cologne, which referred the appeal to the Higher
Regional Court of Diisseldorf. The appeal is expected to be heard in the first half of 2013.

In addition, we are subject to legal proceedings arising in the ordinary course of business. Although the results of litigation and
claims cannot be predicted with certainty, we currently do not believe that the final outcome of any of these matters will have a
material adverse effect on our business, financial position, results of operations or cash 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 Equity Securities.

Market Information

QOur Class A common stock, par value $0.000001 per share, has been listed on the New York Stock Exchange LLC, or NYSE,
under the symbol “YELP” since March 2, 2012. Prior to that date, there was no public trading market for our Class A common stock.
There is no public trading market for our Class B common stock. The following table sets forth on a per share basis the high and low
intraday sales prices of our Class A common stock as reported by the NYSE for the periods indicated:

Year Ended December 31, 2012: High Low

Quarter ended June 30, 2012 $ 2840 $ 14.10

S

Quarter ended December 31, 2012 o J$ 2948 $ 16.35

On February 15, 2013, the last reported sale price of our Class A common stock was $21.96.

Stockholders

As of the close of business on February 15, 2013, there were 75 stockholders of record of our Class A common stock and 54
stockholders of record of our Class B common stock. The actual number of stockholders is greater than this number of record holders,
and includes stockholders who are beneficial owners, but whose shares are held in street name by brokers and other nominees. This
number of holders of record also does not include stockholders whose shares may be held in trust by other entities.

Dividend Policy

We have never declared or paid, and do not anticipate declaring or paying, any cash dividends on our capital stock. Any future
determination as to the declaration and payment of dividends, if any, will be at the discretion of our board of directors and will depend
on then existing conditions, including our financial condition, operating results, contractual restrictions, capital requirements, business
prospects and other factors our board of directors may deem relevant.

38




Performance Graph

We have presented below the cumulative total return to our stockholders during the period from March 2, 2012 (the date our Class
A common stock commenced trading on the NYSE) through December 31, 2012 in comparison to the NYSE Composite Index and
NYSE Arca Tech 100 Index. Ali values assume a $100 initial investment and data for the NYSE Composite Index and NYSE Arca
Tech 100 Index assume reinvestment of dividends. The comparisons are based on historical data and are not indicative of, nor
intended to forecast, the future performance of our Class A common stock.

Index

R

ezt SR R Ry 2 3 e SRR 2
NYSE Composite 96.52 98.31 103.40 105.63
Index

The information under “Performance Graph” is not deemed to be “soliciting material” or “filed” with the SEC or subject to
Regulation 144 or 14C, or to the liabilities of Section 18 of the Exchange Act, and is not to be incorporated by reference in any filing

of Yelp under the Securities Act or the Exchange Act, whether made before or after the date of this Annual Report and irrespective of
any general incorporation language in those filings.

Use of Proceeds from Public Offering of Common Stock

On March 2, 2012, we closed our initial public offering, in which we sold 8,172,500 shares of Class A common stock at a price to
the public of $15.00 per share. The aggregate offering price for shares sold in the offering was approximately $122.6 million. The
offer and sale of all of the shares in the initial public offering were registered under the Securities Act pursuant to a registration
statement on Form S-1 (File No. 333-178030), which was declared effective by the SEC on February 16, 2012. Goldman, Sachs & Co.
acted as the lead bookrunning manager and representative of the underwriters for the initial public offering. Citigroup Global Markets

Inc. and Jefferies & Company, Inc. acted as joint bookrunning managers and Allen & Company LLC and Oppenheimer & Co. Inc.
acted as co-managers for the initial public offering.

Our use of proceeds to date has been as described in our final prospectus, or the Prospectus, filed with the SEC pursuant to Rule
424(b) under the Securities Act on March 2, 2012, and has included the approximately $24.3 million cash portion of the purchase
price of Qype. There has been no material change in the planned use of proceeds from our initial public offering as described in the
Prospectus. We have invested the funds received that have not yet been utilized in registered money market funds.
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Issuer Purchases of Equity Securities

The table below provides information with respect to repurchases of shares of our Class A common stock. No shares of our Class
B common stock were repurchased during this period.

Total Number of

Shares Maximum
Purchased as Number of
Total Weighted Part of Publicly Shares that May
Number of Average Announced Yet Be Purchased
Shares Price Paid Plans or Under the Plans
Period Purchased?)  per Share Programs or Programs

November 30, 2012

Total 3,941 — — —

(1) Represents shares withheld to satisfy tax withholding obligations in connection with the vesting of employee restricted stock
awards under our 2012 Equity Incentive Plan.

Item 6. Selected Financial Data.

The following selected consolidated financial and other data should be read in conjunction with, and are qualified by reference to,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and our audited consolidated financial
statements and the accompanying notes included elsewhere in this Annual Report. The consolidated statements of operations data for
the years ended December 31, 2012, 2011 and 2010 and the consolidated balance sheet data as of December 31, 2012 and 2011 are
derived from the audited consolidated financial statements that are included elsewhere in this Annual Report. We have included, in
our opinion, all adjustments, consisting only of normal recurring adjustments that we consider necessary for a fair presentation of the
financial information set forth in those statements. The consolidated statements of operations data for the years ended December 31,
2009 and 2008, as well as the consolidated balance sheet data as of December 31, 2010, 2009 and 2008, are derived from audited
consolidated financial statements that are not included in this Annual Report. Our historical results are not necessarily indicative of the
results to be expected in the future.

40




Year Ended December 31,

2012 2011 2010 2009 2008

(in thousands, except per share amounts)

SR 2 i

D

Contribution to The Yelp

e

S

$

Basic $ (0.35) $ (1.10) $  ©7) $ 0.19) 3 (0.63)

Weighted-average shares used to compute net loss per share

attributable to common stockholders:

RO

i

Diluted 54,149

35,959

»g,;?é»_;; i

'2(
994

3

Claimed Local Business Locations(3)

S S Gni it
Adjusted EBITDA(S) $ 4,598 $ (1,128 $ (5,741 $ (575) $  (5,303)
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(1) Represents the cumulative number of reviews submitted to Yelp since inception, as of the period end, including reviews that
were then being filtered or that had been removed from our platform. We define a review as each individually written
assessment submitted by a user who has registered by creating a public profile on our platform. For more information, including
information regarding filtered and removed reviews, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Key Metrics—Reviews.”

(2) Represents the average number of monthly unique visitors for the last three months of the period. We define monthly unique
visitors as the total number of unique visitors who have visited our website at least once in a given month, and we average the
number of monthly unique visitors in each month of the three-month period to calculate average monthly unique visitors. For
more information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Key
Metrics—Unique Visitors.”

(3) Represents the cumulative number of business locations that have been claimed on Yelp worldwide since 2008, as of the period
end. We define a claimed local business location as each business address for which a business representative visits our website
and claims the free business listing page for the business located at that address. For more information, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Key Metrics—Claimed Local Business Locations.”

(4) Represents the number of active local business accounts from which we recognized revenue during the last three months of the
period. For more information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Key Metrics—Active Local Business Accounts.”

(5) We define adjusted EBITDA as net income (loss), adjusted to exclude: provision (benefit) for income taxes, other income
(expense), net, interest income, depreciation and amortization, stock-based compensation, restructuring and integration costs,
and contribution to The Yelp Foundation. See “—Non-GAAP Financial Measures—Adjusted EBITDA” for more information
and for a reconciliation of adjusted EBITDA to net income (loss), the most directly comparable financial measure calculated and
presented in accordance with GAAP.

Stock-based compensation included in the statements of operations data above was as follows:

Year Ended December 31,

2012 2011 2010 2009 2008

(in thousands)

R

Sales and marketing 4,917 1,607 662 221 141

General and administrative 8,134 2,499 483 157 160

As of December 31,
2012 2011 2010 2009 2008

(in thousands)

$

Cash and cash equivalents $

Working capital 90,267 28,741 15,092
o

Redeemable convertible preferred stock — 55,435
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Non-GAAP Financial Measures
Adjusted EBITDA

To provide investors with additional information regarding our financial results, we have disclosed in the table above and
elsewhere in this Annual Report adjusted EBITDA, a non-GAAP financial measure. We have provided a reconciliation below of
adjusted EBITDA to net loss, the most directly comparable GAAP financial measure.

We have included adjusted EBITDA because it is a key measure used by our management and board of directors to understand
and evaluate our core operating performance and trends, to prepare and approve our annual budget and to develop short- and long-
term operational plans. In partlcular the exclusion of certain expenses in calculating adjusted EBITDA can provide a useful measure
for period-to-period comparlsons of our core business. Accordingly, we believe that adjusted EBITDA provides useful information to
investors and others in understanding and evaluating our operating results in the same manner as our management and board of
directors. :

Adjusted EBITDA has limitations as an analytical tool, and you should not consider it in isolation or as a substitute for analysis of
our results as reported under GAAP. Some of these limitations are:

e although depreciation and amortization are non-cash charges, the assets being depreciated and amortized may have to be
replaced in the future, and adjusted EBITDA does not reflect cash capital expenditure requlrements for such replacements or
for new capital expenditure requirements;

o adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

o adjusted EBITDA does not consider the potentially dilutive impact of equity-based compensation;

o adjusted EBITDA does not reflect tax payments that may represent a reduction in cash available to us;

o adjusted EBITDA does not consider any dilutive impact of our contribution to The Yelp Foundation;

o adjusted EBITDA does not take into account any restructuring and integration costs associated with our acquisition of Qype;
and

e other companies, including companies in our industry, may calculate adjusted EBITDA differently, which reduces its
usefulness as a comparative measure.

Because of these limitations, you should consider adjusted EBITDA alongside other financial performance measures, including
various cash flow metrics, net income (loss) and our other GAAP results. The following table presents a reconciliation of adjusted
EBITDA to net loss for each of the periods indicated:

Year Ended December 31,
2012 2011 2010 2009 2008

(in thousands)

.“

Netloss h ‘ $ (9,113) $ (16668) $ (9,566) § (2308) $ (5,809)

Other income (expense), net 226 395 15) (33) (434j

Stock-based compensation

o

Contribution to The Yelp Foundati
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our
consolidated financial statements and related notes appearing elsewhere in this Annual Report. This discussion contains forward-
looking statements that reflect our plans, estimates and beliefs, and involve risks and uncertainties. Our actual results and the timing
of certain events could differ materially from those anticipated in these forward-looking statements as a result of several factors,
including those discussed in the section titled “Risk Factors” included under Part I, Item 14 and elsewhere in this Annual Report. See
“Special Note Regarding Forward-Looking Statements” in this Annual Report.

Overview

Yelp connects people with great local businesses. Our users have contributed a total of approximately 36.0 million reviews of
almost every type of local business, from restaurants, boutiques and salons to dentists, mechanics, plumbers and more. These reviews
are written by people using Yelp to share their everyday local business experiences, giving voice to consumers and bringing “word of
mouth” online. The information these reviews provide is valuable for consumers and businesses alike. Approximately 86.3 million
unique visitors used our website, and our mobile application was used on approximately 9.2 million unique mobile devices, on a
monthly average basis during the quarter ended December 31, 2012. Businesses of all sizes use our platform to engage with
consumers at the critical moment when they are deciding where to spend their money. Our business revolves around three key
constituencies: the contributors who write reviews, the consumers who read them and the local businesses that they describe.

As of December 31, 2012, we are active in 53 Yelp markets in the United States and 44 Yelp markets internationally. This
footprint represents a small fraction of the potential domestic and international markets that we are currently targeting for expansion.
Our domestic expansion plans include growth in our existing markets as well as expansion into new markets, many of which are
smaller than our current markets, as we look to expand our breadth of coverage.

Internationally, as we are in the early stages of establishing our footprint, we are targeting a mix of both large and small markets.
On October 23, 2012, we and Yelp Ireland Ltd., our wholly-owned subsidiary, entered into a share purchase agreement with Qype and
its shareholders pursuant to which Yelp Ireland Ltd. acquired all the outstanding equity interests in Qype for €18.6 million
(approximately $24.3 million at the time of closing) in cash and 968,919 shares of our Class A common stock with an estimated fair
value of approximately $23.3 million. The transaction closed upon the execution of the share purchase agreement and Qype became
our indirect wholly-owned subsidiary. We expect the addition of Qype to contribute approximately $6 million to our revenue and
increase our operating expense by approximately $6 million in the year ending December 31, 2013. We believe the acquisition of
Qype will accelerate the expansion of our international footprint as its largest markets — Germany and the United Kingdom — are
key markets for us, and together we will have a substantially increased presence in these markets. We have not yet made any
substantive effort to monetize the international markets we have developed organically and have not generated significant revenue
from international markets to date.

We plan to continue investing in additional domestic and international markets as we seek to emulate our growth to date. We
develop each market in the following stages:

Identification. We select new markets based on a number of different city- or country-specific criteria, including but not limited to
population size, local gross domestic product, pre-existing base of reviews on our platform, Internet and wireless penetration,
proximity to existing markets, number of local businesses and local ad market growth rate.

Preparation and Launch. Before launching a market in any country, we license business listing information from third-party data
providers and create individual pages for each business location in the entire country. We sometimes hire temporary local employees,
called “scouts,” to provide additional rich content, such as reviews, photos and hours of operation. At launch, consumers can read and
write reviews about any business on our platform and contribute information about businesses that are not already listed. We have
active Yelp markets in Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, the Netherlands,
Norway, Poland, Singapore, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United States.
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Growth. After launch, we focus on attracting contributors, consumers and local businesses to our platform. In each Yelp market,
we hire a Community Manager, a local resident who helps increase awareness of our platform and who fosters a local community of
contributors. The primary responsibilities of a Community Manager include:

e planning and executing fun and engaging events for the community, such as parties, outings and activities at restaurants,
museums, hotels and other local places of interest;

e getting to know our users and helping them get to know one another as a way to foster an offline community experience that
can be transferred online;

e promoting Yelp, including guest appearances on local television and radio and at local events like concerts and street fairs; and

o writing weekly e-mail newsletters to share information with the community about local businesses, events and activities.

Through these activities, we believe Community Managers help increase the frequency of use of our platform that drives a
network effect, whereby contributed reviews expand the breadth and depth of our review base and this expansion draws an increasing
number of consumers to access the content on our platform, thus inspiring new and existing contributors to create additional reviews
that can be shared with this growing audience.

Scale. At scale, our platform reaches a critical mass of reviews, consumers and active local business accounts, and we begin an
active sales effort to local businesses. Thereafter, our largest expense is related to sales efforts to attract local business advertising
customers. In Yelp markets that have attained this level of development, we expect to achieve economies of scale and operating cost
leverage.
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Our success is primarily the result of significant investment in our communities, employees, content, brand and technology. As we

continue to launch new markets, we believe that we will follow a similar pattern of investment preceding revenue growth. The table
below summarizes the expansion of our business since inception:

2007 2008 2009 2010 2011 2012

New Yelp Markets(1) 8 6 7 22 22

Yelp Markets(1) . ’ London . Dublin Amsterdam. Antwerp
(International) Toronto Leeds Halifax Brussels
Vancouver Paris Edinburgh Brisbane
Berlin Vienna Florence
Glasgow Hamburg Lille
Manchester Lyon Perth
Calgary Madrid Seville
Edmonton Munich Sydney
. Marseille Adelaide
Montreal Copenhagen
Rome Oslo
Barcelona Ottawa
Milan Stockholm
Melbourne Valencia
Helsinki
Birmingham
Singapore

Zurich

Reviews(2)

Claimed Business Locations(4) NA 25 120 307 994




(1) A Yelp Market is defined as a city or region where we have hired a Community Manager. Cumulative Yelp Markets
represents the cumulative number of Yelp Markets as of the end of each of the years in the period from 2007 through 2012,

(2)  Represents the cumulative number of reviews submitted to Yelp since inception, as of the end of each of the years in the
period from 2007 through 2012, including reviews that were then being filtered or that had been removed from our
platform. We define a review as each individually written assessment submitted by a user who has registered by creating a
public profile on our platform. For more information, including information regarding filtered and removed reviews, see “—
Key Metrics—Reviews.”

(3)  Represents the average number of monthly unique visitors for the last quarter of each of the years in the period from 2007
through 2012. We define monthly unique visitors as the total number of unique visitors who have visited our website at
least once in a given month, and we average the number of monthly umque visitors in each month of the three-month penod
to calculate average monthly unique visitors. For more information, see “—Key Metrics—Unique Visitors.”

(4) Represents the cumulative number of business locations that have been claimed on Yelp worldwide since 2008, as of the
end of each of the years in the period from 2008 through 2012. For more information, see “—Key Metrics—Claimed Local
Business Locations.”

(5) Represents the number of active local business accounts from which we recognized revenue during the last quarter of each
of the years in the period from 2007 through 2012. For more information, see “—Key Metrics—Active Local Business
Accounts.”

We provide local businesses both free and paid services to connect with our large audience of consumers. Our free services
include a business owner’s account that allows local merchants to update business listing information and respond to reviews in real
time. We generate revenue from our paid services to local businesses, which include enhanced business listings, search advertising
solutions, Yelp Deals and Gift Certificates, as well as the sale of brand advertising. Many of our active local business accounts pay us
on a monthly basis, primarily by credit card. To date, almost all of our revenue and a majority of our expenses have been denominated
in U.S. dollars. As we expand internationally, however, we expect to generate an increasing percentage of revenue, and incur an

increasing percentage of our expenses, in foreign currencies. )

While our core local online advertising business in the United States has a significant and growing base of revenue, we have
invested in several initiatives to enhance our future growth opportunities. We first launched internationally in Canada in 2008 and
have continued to expand across Canada, Europe, Australia and other regions to reach 44 Yelp markets internationally as of December
31, 2012. In the third quarter of 2012, we began selling our advertising products internationally. Although our revenue from
international markets only represented approximately 2.2% of our consolidated revenue in the year ended December 31, 2012, we
opened a sales office in London in the third quarter of 2012 and plan to continue to grow our sales force, including our international
sales force, so we can reach more businesses internationally. In the fourth quarter of 2012, we expanded our European sales operations
through our acquisition of Qype and its established European sales force. In addition, we introduced our first mobile app in 2008, and,
during the quarter ended December 31, 2012, our mobile app was used on approximately 9.2 million unique mobile devices on a
monthly average basis. We currently deliver advertising on both our mobile website and mobile app, and plan to continue to innovate
and introduce enhanced mobile solutions as mobile usage increases.
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Each day, millions of consumers come to our platform to connect with great local businesses. In the year ended December 31,
2012, our net revenue was $137.6 million, which represented an increase of 65% from the year ended December 31, 2011, and we
generated a net loss of $19.1 million and adjusted EBITDA of $4.6 million. In the year ended December 31, 2011, our net revenue
was $83.3 million, which represented an increase of 74% from the year ended December 31, 2010, and we generated a net loss of
$16.7 million and an adjusted EBITDA loss of $1.1 million.

Our overall philosophy is to invest for long-term growth. Accordingly, we do not expect to be profitable in the near term as we
anticipate that our operating expenses will increase significantly in the foresecable future. Specifically, we have made significant
investments in our business and expect to continue investing in marketing and product development to improve both the consumer and
Jocal business experience on our online and mobile platforms. In addition, we expect to continue to grow our sales organization both
domestically and abroad. We believe that our entry into new markets and expansion in existing markets provides our largest
opportunity for future growth. Accordingly, we have determined to forgo the achievement of near-term profitability in return for long-

term growth.

We also expect to invest between $6 million and $8 million annually for the next two years in capital expenditures as we continue
to grow our business, the majority of which we expect to use to upgrade our technology and infrastructure to improve the ability of our
platform to handle the projected increase in usage and enable the release of new features and solutions. In addition to the expenditures
noted above, we also expect to invest approximately $7 million in capital expenditures in 2013 for the build out of our San Francisco
headquarters as we move to a new facility in October 2013.

Factors Affecting Our Performance

Ability to Attract and Retain Local Businesses. Our revenue growth is driven by our ability to acquire and retain local business
advertisers that purchase our advertising solutions. Our largest sales and marketing expenses consist of the costs associated with
acquiring local business advertisers. We spent a majority of our $85.9 million sales and marketing expense for 2012 on initiatives
relating to local business advertiser acquisition and expect to continue to expend significant amounts to attract additional local
business advertisers. Failure to effectively attract and retain paying local business advertisers would adversely affect our revenue and
operating results.

New Market Development. Our long-term growth depends on our ability to successfully develop new and existing domestic and
international markets. We expanded into 26 new markets during 2012, increasing our total market reach to 97 domestic and
international markets. It can take years for our platform to achieve a critical mass of consumers and reviews to drive meaningful
traction of our advertising solutions and begin to generate revenue in a particular market. As a result, we may continue to generate
losses in new markets for an extended period, and different markets can be expected to grow at different rates and generate varying
levels of revenue. As with most businesses, we expect our revenue growth to slow as our business matures over time. Local
advertising revenue for our oldest cohort of U.S. markets, which launched in 2005-2006, grew at a 59% year-over-year rate for the
year ended December 31, 2012, compared to the year ended December 31, 2011. This rate is lower than the growth rate of local
advertising revenue for the 2007-2008 cohort, which grew at 86% in the same period, and the 2009-2010 cohort, which grew at 177%
in the same period. We believe this is indicative of continued revenue growth, but slowing revenue growth for more mature markets.

We opened a sales office in London in the third quarter of 2012 and plan to continue to grow our sales force, including our
international sales force, so we can reach more businesses internationally. In the fourth quarter of 2012, we expanded our European
sales operations through our acquisition of Qype and its established European sales force.

Increasing Mobile Usage. Although we currently deliver advertising on our mobile app and mobile website, we have limited
experience with mobile advertising and have prioritized the quality of user experience with our mobile products over short-term
monetization. The increasing use of our platform on mobile devices may also affect our performance, particularly if mobile use
substitutes for use of our website on personal computers. For example, we believe use of our mobile app and mobile website are
complementary to the use of our website; however, if mobile device usage is substituting for, rather than incremental to, usage of our
website on personal computers and our mobile advertising solutions prove ineffective, this trend could adversely impact our business.
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Investment in Growth. We have aggressively invested in the growth of our platform and intend to continue to invest to support this
growth as we expand our platform, grow our contributor and local business base, hire additional employees and further develop our
technology. We also plan to invest in product development as we continue to innovate and introduce new products for our website and
mobile app, explore new platforms and distribution channels and grow and develop advertising and e-commerce products and partner
arrangements that provide incremental value to our advertisers and business partners to encourage them to increase their advertising
budgets allocated towards our platform. We expect that these investments will increase our operating expenses, and that any increase
in revenue resulting from product innovations will likely trail the increase in expenses.

User Engagement. Changes in user engagement, as reflected in consumer traffic and the quality and quantity of contributed
content, will also affect our revenue and financial performance. As more people use our platform, more of them write reviews, add
photos and tips. Each review, photo or tip that a user contributes helps expand the breadth and depth of the content on our platform,
drawing in more consumers and more prospective contributors. This virtuous cycle, which increases consumer traffic and content,
improves our value proposition to local businesses as they seek low-cost, easy-to-use and effective advertising solutions to target a
large number of intent-driven consumers. Accordingly, increased user engagement will enhance the usefulness of our platform for
users and local businesses alike, benefiting our business in the long term. If user engagement decreases and traffic to our website and
on our mobile app decline as a result, our advertisers may stop or reduce the amount of advertising on our platform and our business
could be harmed.

Acquisitions. As part of our business strategy, we may determine to expand our product offerings and grow our business through
the acquisition of complementary businesses or technologies. For example, in October 2012, we acquired Qype to accelerate our
international expansion. Our acquisitions will affect our future financial results due to factors such as the amortization of acquired
intangible assets and may also result in potential charges such as restructuring costs or impairment expense.

Impact of Economic Conditions on Local Businesses. We generate a significant portion of revenue from local businesses
advertising on Yelp. Many local businesses have limited financial resources, making them more vulnerable to weak economic
conditions. A worsening economic outlook would likely cause businesses to decrease investments in advertising, which would
adversely affect our revenue.

How We Generate Revenue

We generate revenue from local advertising, brand advertising and other services, including Yelp Deals, Gift Certificates and
partner arrangements. The following table provides a breakdown of our net revenue.

Year Ended December 31,
2012 2011 2010
T - _ » _— _(dollars in thousands)

i

$ 58473 33,759

_ Other services . 7,829 7,126 \ 1,926

Local advertising ‘ o o \ o .7‘9% " .70% 71%

Other services J 6 9 ’ 4
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Local Advertising. We generate revenue from local advertising programs, including enhanced profile pages and performance and
impression-based advertising in search results and elsewhere on our website and our mobile app.

Brand Advertising. We generate revenue from brand advertising through the sale of display advertisements (both graphic and text)
on our website, including advertisements from leading national brands in the automobile, financial services, logistics, consumer goods
and health and fitness industries.

Other Services. We generate other revenue through the sale of Yelp Deals and Gift Certificates, monetization of remnant
advertising inventory through third-party ad networks and various partner arrangements related to reservations. Yelp Deals allow
merchants to promote themselves and offer discounted goods and services on a real-time basis to consumers directly on our website
and mobile app. We earn a fee on Yelp Deals for acting as an agent in these transactions, which we record on a net basis and include
in revenue upon a consumer’s purchase of the deal. Gift Certificates allow merchants to sell full-priced gift certificates directly to
customers through their business profile page. We earn a fee based on the amount of the Gift Certificate sold, which we record on a
net basis and include in revenue upon a consumer’s purchase of the Gift Certificate. We also generate a small portion of our revenue
through revenue-sharing arrangements with partner companies. Currently, our revenue-sharing partner arrangements provide for the
ability for consumers to make reservations on OpenTable and Orbitz through Yelp.

Key Metrics

We regularly review a number of metrics, including the following key metrics, to evaluate our business, measure our performance,
identify trends in our business, prepare financial projections and make strategic decisions.

Reviews. Number of reviews represents the cumulative number of reviews submitted to Yelp since inception, as of the period end,
including reviews that were then being filtered or that had been removed from our platform. In addition to the text of the review, each
review includes a rating of one to five stars. We include filtered and removed reviews because all of them are either currently
accessible on our platform or were accessible at some point in time, providing information that may be useful for users to evaluate
businesses and individual reviewers. Because our filtering technology continually reassesses which reviews to filter based on new
information, the “filtered” or “unfiltered” status of reviews may change over time. Reviews that are being filtered or have been
removed do not factor into a business’s overall star rating. By clicking a link on a reviewed business’s page on our website, users can
access the filtered reviews for the business, as well as the star rating and other information about reviews that we removed for
violation of our terms of service. As of December 31, 2012, approximately 33.3 million reviews were available on business profile
pages, including approximately 8.1 million reviews that were being filtered, after accounting for the approximately 2.7 million
reviews that had been removed from our platform, either by us for violation of our terms of service or by the users who contributed
them.

From December 31, 2011 to December 31, 2012, the cumulative number of reviews (including filtered and removed reviews)
contributed to Yelp increased by 45% from approximately 24.8 million to 36.0 million, and from December 31, 2010 to December 31,
2011, the cumulative number of reviews (including filtered and removed reviews) contributed to Yelp increased by 64% from
approximately 15.1 million to 24.8 million. This increase in reviews is a key driver of our platform’s value proposition to consumers
seeking information on local business and to local businesses seeking to engage consumers. Growth in reviews also provides us with
the benefit of a network effect that attracts more consumers, contributors and local businesses. As we expand internationally, growth
in reviews will depend, in part, on our ability to include additional languages on our website and mobile app.

Unique Visitors. Unique visitors represent the average number of monthly unique visitors over a given three-month period. We
define monthly unique visitors as the total number of unique visitors who have visited our website at least once in a given month, and
we average the number of monthly unique visitors in each month of a given three-month period to calculate average monthly unique
visitors. We track unique visitors based on the number of visitors with unique cookies who have visited our website using either a
computer or mobile browser, as measured by Google Analytics, a product that provides digital marketing intelligence. Unique visitors
do not include visitors who access our platform through our mobile app. For the quarter ended December 31, 2012, our mobile app
was used on approximately 9.2 million unique mobile devices on a monthly average basis. Because the number of unique visitors is
based on visitors with unique cookies, an individual who accesses our website from multiple devices with different cookies will be
counted as multiple unique visitors, and multiple individuals who access our website from a shared device with a single cookie will be
counted as a single unique visitor.
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From the quarter ended December 31, 2011 to the same period of 2012, average monthly unique visitors increased by 31% from
approximately 65.8 million to 86.3 million, and from the quarter ended December 31, 2010 to the same period of 2011, average
monthly unique visitors to our website increased by 67% from approximately 39.4 million to 65.8 million, reflecting an increase in
brand awareness and our domestic and international expansion. We view unique visitors as a key indicator of our brand awareness

“among consumers and whether we are providing consumers with useful products and features, thereby increasing their usage of our
platform. We believe that a higher level of usage may contribute to an increase in sales of our advertising solutions, as businesses will
have access to a larger potential customer base.

Claimed Local Business Locations. The number of claimed local business locations represents the cumulative number of business
locations that have been claimed on Yelp worldwide since 2008, as of a given date. We define a claimed local business location as
each business address for which a business representative visits our website and claims the free business listing page for the business
located at that address.

From December 31, 2011 to December 31, 2012, the number of claimed local business locations increased by 64% from
approximately 606,000 to 994,000, and from December 31, 2010 to December 31, 2011, the number of claimed local business
locations increased by 97% from approximately 307,000 to 606,000. We view the number of claimed local business locations as an
indicator of an increased brand awareness among local businesses and an opportunity to introduce those local businesses to our
advertising solutions.

Active Local Business Accounts. The number of active local business accounts represents the number of active local business
accounts from which we recognized revenue in a given three-month period. We treat business accounts that have the same payment
and/or user information as a single business account.

From the quarter ended December 31, 2011 to the quarter ended December 31, 2012, the number of active local business accounts
increased by 68% from approximately 23,700 to 39,800, and from the quarter ended December 31, 2010 to the quarter ended
December 31, 2011, the number of active local business accounts increased by 109% from approximately 11,300 to 23,700. Of the
approximately 39,800 total active local business accounts for the quarter ended December 31, 2012, approximately 28,600, or
approximately 72%, were existing advertisers from which we recognized local advertising revenue in the immediately preceding 12-
month period, and approximately 11,200, or approximately 28%, were advertisers from which we did not recognize any local
advertising revenue in that immediately preceding 12-month period. We view the number of active local business accounts as an
indicator of the health of our business, our brand awareness and the benefit that a business ascribes to the consumers coming to our
website or using our mobile app, as well as our ability to grow our market share. It also provides us with a measure of how productive
our sales force is in engaging new active local business accounts.

Adjusted EBITDA. Adjusted EBITDA is a non-GAAP financial measure that we calculate as net income (loss), adjusted to
exclude: provision (benefit) for income taxes, other income (expense), net, interest income, depreciation and amortization, stock-based
compensation, restructuring and integration costs and our contribution to The Yelp Foundation. We believe that adjusted EBITDA
provides useful information to investors in understanding and evaluating our operating results in the same manner as our management
and board of directors. This non-GAAP information is not necessarily comparable to non-GAAP information of other companies.
Non-GAAP information should not be viewed as a substitute for, or superior to, net income (loss) prepared in accordance with GAAP
as a measure of our profitability or liquidity. Users of this financial information should consider the types of events and transactions
for which adjustments have been made. For more information about adjusted EBITDA and a reconciliation of adjusted EBITDA to net
income (loss), see “Selected Financial Data—Non-GAAP Financial Measures—Adjusted EBITDA.”
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Cost of Revenue and Expenses

Cost of Revenue. Our cost of revenue consists primarily of credit card processing fees, web hosting, Internet services costs and
salaries, benefits and stock-based compensation for our infrastructure teams related to operating our website, as well as creative design
for brand advertising, videq production expenses and allocated facilities costs.

Sales and Marketing. Our sales and marketing expenses primarily consist of salaries, benefits, stock-based compensation, travel
expense and incentive compensation for our sales and marketing employees. In addition, sales and marketing expenses include
business acquisition marketing, community management, branding and advertising costs, as well as allocated facilities and other
supporting overhead costs. We spend almost no sales and marketing expenses to acquire traffic to our website or mobile app. Our
Community Managers are responsible for growing and fostering local communities, and coordinating events to raise awareness of our
brand. We expect our community management costs to increase as we continue to expand to new markets and within existing markets.
We expect our sales and marketing expenses to increase both domestically and internationally as we expand our domestic and
international footprint, increase the number of active local business accounts and continue to build our brand. The substantial majority
of these expenses will be related to hiring community managers and an international sales force. We expect sales and marketing
expenses to increase and to be our largest expense for the foreseeable future.

Product Development. Our product development expenses primarily consist of salaries, benefits and stock-based compensation for
our engineers, product management and information technology personnel. In addition, product development expenses include outside
services and consulting, allocated facilities and other supporting overhead costs. We believe that continued investment in features,
software development tools and code modification is important to attaining our strategic objectives, and, as a result, we expect product
development expense to increase for the foreseeable future.

General and Administrative. Our general and administrative expenses primarily consist of salaries, benefits and stock-based
compensation for our executive, finance, user operations, legal, human resources and other administrative employees. In addition,
general and administrative expenses include outside consulting, Jegal and accounting services, and facilities and other supporting
overhead costs not allocated to other departments. We expect our general and administrative expenses to increase for the foreseeable
future as we continue to expand our business and incur additional expenses associated with being a publicly traded company.

Contribution to The Yelp Foundation. In November 2011, our board of directors approved the establishment of The Yelp
Foundation, a non-profit organization designed to support consumers and businesses in the communities in which we operate.
Contributions made to The Yelp Foundation consist of the issuance and contribution of 520,000 shares of our common stock in the
form of a charitable contribution to The Yelp Foundation during 2011. The Yelp Foundation sold 50,000 shares in our initial public
offering, and currently holds 470,000 shares of Class B common stock, representing less than 1% of our outstanding capital stock. We
did not make any contributions in 2012 and we do not expect to make future contributions to The Yelp Foundation.

Depreciation and Amortization. Depreciation and amortization expenses primarily consist of depreciation on computer equipment,
software, leasehold improvements, capitalized website and internal software development costs and amortization of purchased
intangibles. We expect depreciation and amortization expenses to increase for the foreseeable future as we continue to expand our

technology infrastructure.

Other Income (Expense), Net. Other income, net consists primarily of the interest income earned on our cash and cash equivalents
and foreign exchange gains and losses.

Provision for Income Taxes. Provision for income taxes consists of federal and state income taxes in the United States and income
taxes in certain foreign jurisdictions, deferred income taxes reflecting the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes, and the realization of
net operating loss carryforwards.

52




Results of Operations

The following tables set forth our results of operations for the periods presented as a percentage of net revenue for those periods
(certain items may not foot due to rounding). The period-to-period comparison of financial results is not necessarily indicative of
future results.

Year Ended December 31,
2012 2011 2010

of net revenue)

@3‘3}%{?@ %
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Cost of revenue (exclusive of
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Product developmént

i
Depreciation and amortization
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Contribﬁtion to The Ye
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Years Ended December 31, 2012, 2011 and 2010

Net Revenue

2011 to 2010 to
2012 % 2011 %
Year Ended December 31, Change Change
2012 2011 2010
(d(:llg»rs in thousands)

Local advertising $ 109,159 $§ 58473 § 33,759 87% 73%

Other services

During 2010, 2011 and 2012, we focused on revenue growth related to our local advertiser customer base as well as the
development of relationships with brand advertising agencies. Additionally, during the second half of 2010, we began selling Yelp
Deals through our platform, and in the second half of 2012, we began selling Gift Certificates through our platform.

2012 Compared to 2011. Total net revenue increased $54.3 million, or 65%, from 2011 to 2012. Our local advertising revenue
increased by $50.7 million, or 87%, primarily due to a significant increase in the number of customers purchasing local advertising
plans as we expanded our sales force to reach more prospective local businesses, as well as an increase in average sales per customer.
In 2012, the number of customers purchasing local advertising plans increased 64% from 2011. Our brand advertising revenue also
increased by $2.9 million, or 16%, due primarily to an increase in brand advertisers of 19% year over year. In addition, our other
services revenue increased $0.7 million or 10%, from 2011 to 2012, primarily due to additional remnant advertising inventory and
from increases in revenue from existing partnership arrangements related to online reservations, partially offset by not selling Yelp
Deals via email in 2012.
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2011 Compared to 2010. Total net revenue increased $35.6 million, or 74%, in the year ended December 31, 2011, compared to
the year ended December 31, 2010. Our local advertising revenue increased $24.7 million, or 73%, primarily due to a significant
increase in the number of customers purchasing local advertising plans as we expanded our sales force to reach more prospective local
businesses. Our brand advertising revenue increased $5.7 million, or 47%, primarily due to an increase in the average spend per brand
advertiser driven primarily by increased advertising impressions. In addition, our other services revenue increased $5.2 million, or
270%, primarily due to an increase in revenue from the sale of Yelp Deals and remnant advertising inventory and from added
partnership arrangements.

Cost of Revenue

2011 to 2010 to

2012 % 2011 %

Year Ended December 31, Change Change
2012 2011 2010

Percentage of net revenue 7% 7% 1%

2012 Compared to 2011. In the year ended December 31, 2012, cost of revenue increased $4.0 million, or 67%, compared to the
year ended December 31, 2011. This increase was primarily attributable to an increase of $1.9 million in outside hosting and Internet
service fees, which are necessary to support the increase in visitors and transactions completed on our website, and an increase of $0.7
million in merchant fees related to credit card transactions for local advertising. We incurred an increase in video hosting fees related
to slide shows on our website for $0.6 million. We incurred an increase of $0.4 million in expenses related to creative design for brand
advertising customers. Lastly, we added personnel to support our website infrastructure resulting in an increase of $0.3 million.

2011 Compared to 2010. In the year ended December 31, 2011, cost of revenue increased $2.8 million, or 89%, compared to the
year ended December 31, 2010. This increase was primarily attributable to an increase of $1.1 million in expenses related to creative
design for brand advertising customers. In addition, outside hosting and Internet service fees, which are necessary to support the
increase in visitors and transactions completed on our website, increased $0.7 million. Merchant fees related to credit card transactions
for local advertising also increased $0.7 million, and we added personnel to support our website infrastructure resulting in an increase
of $0.3 million.

Sales and Marketing

2011 to 2010 to

2012 % 2011%

Year Ended December 31, Change Change
2012 2011 2010

(doMars in thousands)

Percentage of net revenue o - “ 62% 66% 71%

2012 Compared to 2011. In the year ended December 31, 2012, sales and marketing expenses increased $31.4 million, or 58%,
compared to the year ended December 31, 2011. The increase was primarily attributable to an increase in headcount and related
expenses of $23.3 million, including an increase in stock-based compensation of $3.3 million, as we expanded our sales organization,
including our international sales organization, to take advantage of the market opportunity created by increased recognition of the
value of our platform and increased use of our free online business accounts. As a result of our increase in net revenue, our
commission expenses also increased $3.5 million. In addition, we experienced an increase in facilities and related allocations of $5.0
million and domestic and international marketing and advertising costs of $0.4 million. For the year ended December 31, 2012, we
spent $13.2 million related to our international sales and marketing operations compared to $7.0 million for the year ended December
31, 2011.
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2011 Compared to 2010 In the year ended December 31, 2011, sales and marketing expenses increased $20.6 million, or 61%,
compared to the year ended December 31, 2010. The increase was primarily attributable to an increase in headcount and related
expenses of $15.1 million, including an increase in stock-based compensation of $0.9 million, as we expanded our sales organization
to take advantage of the market opportunity created by increased recognition of the value of our platform and increased use of our free
online business accounts. As a result of our increase in net revenue, our commission expenses also increased $2.4 million. In addition,
we experienced an increase in facilities and related allocations of $1.3 million and domestic and international marketing and
advertising costs of $1.4 million.

Product Development

2011 to 2010 to
2012 % 2011 %
Year Ended December 31, Change Change
2012 2011 2010
(dollars in thousands)

vPercentage of net revenue 15% 14% 14%

2012 Compared to 2011. In the year ended December 31, 2012, product development expenses increased $8.9 million, or 77%,
compared to the year ended December 31, 2011. The increase was primarily attributable to an increase in headcount and related
expenses of $7.7 million, including an increase in stock-based compensation of $1.0 million, as we continued to invest in adding
features and functionality to our website and mobile app. In addition, we experienced an increase in facilities and related allocations of
$0.6 million as a result of the increase in headcount. Lastly, we incurred an increase in consulting and outside services of $0.5 million
for investing in systems and support for the growth of the business.

2011 Compared to 2010. In the year ended December 31, 2011, product development expenses increased $5.0 million, or 77%,
compared to the year ended December 31, 2010. The increase was primarily attributable to an increase in headcount and related
expenses of $4.8 million, including an increase in stock-based compensation of $0.5 million, as we continued to invest in adding
features and functionality to our website and mobile app. In addition, we experienced an increase in facilities and related allocations of
$0.2 million.

General and Administrative

2011 to 2010 to
2012 % 2011 %
Year Ended December 31, Change Change
2012 2011 2010
(dollars in thousands)

Percentage of net revenue 23% 21%  23%

2012 Compared to 2011. In the year ended December 31, 2012, general and administrative expenses increased $14.3 million, or
83%, compared to the year ended December 31, 2011. The increase was primarily attributable to an increase in headcount and related
expenses of $9.2 million as we continued to invest in key accounting, finance and management positions within the organization to
support the growth of the Company and greater compliance requirements associated with being a publicly traded company, including
an increase in stock-based compensation expense of $5.6 million related primarily to the acceleration of vesting of stock options held
by two executives in connection with the completion of our initial public offering, or IPO. Additionally, we invested in the growth of
the business through the use of outside consultants, which contributed to the increase by $1.7 million, had an increase in bad debt
expense of $1.3 million, an increase in legal expense of $0.7 million and an increase in facilities and related allocations of $0.6

million.
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2011 Compared to 2010. In the year ended December 31, 2011, general and administrative expenses increased $5.9 million, or
53%, compared to the year ended December 31, 2010. The increase was primarily attributable to an increase in headcount and related
expenses of $5.5 million, including an increase in stock-based compensation expense of $2.0 million related primarily to refresh
grants, as we continued to invest in key accounting, finance and management positions within the organization. Additionally, we
invested in our systems and support for the growth of the business through the use of outside consultants, which contributed to the
increase by $1.6 million. The amount of the increase was partially offset by the accrual of a $1.3 million legal settlement recorded in
the quatter ended March 31, 2010.

Depreciation and Amortization

2011 to 2010 to
2012 % 2011 %
Year Ended December 31, Change Change
2012 2011 2010
(dollars in thousands)

Percentage of net revenue o 5% 5% 5%

2012 Compared to 2011. In the year ended December 31, 2012, depreciation and amortization expense increased $3.0 million, or
70%, compared to the year ended December 31, 2011. The increase was primarily the result of our investments in expanding our
technology infrastructure and capital assets. Our technology infrastructure costs have increased in order to support the growth in new
products and features for the desktop and mobile applications as well to support the increased demand on our website due to continued
growth in user traffic. Depreciation and amortization related to our fixed assets and capitalized website and internal use software
development costs increased $1.5 million and $0.8 million, respectively. Additionally, amortization related to our intangibles
increased by $0.3 million primarily due to the acquired intangibles from the Qype acquisition.

2011 Compared to 2010. In the year ended December 31, 2011, depreciation and amortization expense increased $1.9 million, or
82%, compared to the year ended December 31, 2010. The increase was primarily the result of our investments in expanding our
technology infrastructure and capital assets to support our increase in headcount across the organization. Depreciation and
amortization related to our fixed assets and capitalized website and internal use software development costs increased $1.0 million and
$0.4 million, respectively.

Restructuring and Integration Costs

Year Ended December 31,
2012 2011 2010

(in thousands)

In the year ended December 31, 2012, following the acquisition of Qype, we announced our plan to reduce the size of the Qype
workforce and to terminate several of Qype’s leases. These actions were made in order to reduce our cost structure, enhance operating
efficiencies and strengthen our business to achieve long-term profitable growth. As a result of this plan, we incurred restructuring
charges during the fourth quarter of 2012 of $1.3 million. We expect that activities under this restructuring plan will be substantially
complete by the end of the second quarter of 2013. Additional expense related to this restructuring plan to be received in the future is
expected to be immaterial.
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Contribution to The Yelp Foundation

Year Ended December 31,
2012 2011 2010
(in thousands)

In the year ended December 31, 2011, we issued 520,000 shares of common stock to The Yelp Foundation as a charitable
contribution. We recorded an expense in the amount of $5.9 million for the contribution based on the fair value of the common stock
on the date the shares were issued to The Yelp Foundation. There were no contributions to The Yelp Foundation in 2010 or 2012.

Other Income (Expense), Net

Year Ended December 31,
2012 2011 2010
(in thgysands)

St B

chaﬁge ’

E = Lt RN e
Transaction gains (losses) on foreign ex (259) (393) 9

Total other income (expense); net ‘ v $ (2260 $§ (395 § 15

2012 Compared to 2011. In the year ended December 31, 2012, other income (expense), net increased $0.2 million compared to
the year ended December 31, 2011, In 2012, the transaction losses on foreign exchange were largely driven by unfavorable changes in
the exchange rate between the Euro and the British pound sterling. In 2011, transaction losses on foreign exchange were driven by
unfavorable changes in the exchange rates between the Euro and the U.S. dollar.

2011 Compared to 2010. In the year ended December 31, 2011, other income (expense), net decreased $0.4 million compared to
the year ended December 31, 2010. The decrease was largely driven by an unfavorable change in foreign currency exchange rates,
primarily the Euro, which contributed to transaction losses on foreign exchange in the year ended December 31, 2011 compared to a
gain in 2010.

Provision for Income Taxes

Year Ended December 31,
2012 2011 2010

(in thousands)

2012 Compared to 2011. In the year ended December 31, 2012, income tax expense increased $20,000 because of taxes due in
foreign jurisdictions

2011 Compared to 2010. In the year ended December 31, 2011, income tax expense increased $27,000 because of taxes due in
foreign jurisdictions. -

Quarterly Results of Operations and Other Data

The following tables set forth our unaudited quarterly consolidated statements of operations data and our consolidated statements
of operations data as a percentage of net revenue for each of the eight quarters in the period ended December 31, 2012. We also
present other financial and operational data and a reconciliation of net loss to adjusted EBITDA. We have prepared the quarterly data
on a consistent basis with the audited consolidated financial statements included in this Annual Report. In the opinion of management,
the quarterly financial information reflects all necessary adjustments, consisting only of normal recurring adjustments, necessary for a
fair presentation of this data. This information should be read in conjunction with the audited consolidated financial statements and
related notes included elsewhere in this Annual Report. The results of historical periods are not necessarily indicative of the results of
operations for any future period.
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Quarter Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 201t

o
Datai

Total net revenue ‘ $ 41,]57‘ $ 36,371 $ 32,653 $ 27,385 $ 24,905 $ 22302 $ 19,578 $ 16,500

; i
Cost of revenue (exclusive of depreciation
and amortization shown separately

below)(1 3,003 2,501 2,298 2,126 1,833 1,537 1,285 1,276

Baze
opment(1

E

i S

ome (expense), net

E: shst . G ot s Wk i
Provision for income taxes (66)

©.03) $ Tose) s

wos

TR

Product development 696 466 30 243 164 237 173 147

i &

Total stock-based compensation $ 3,258 $ 2334 $ 1,858 $ 7429 $ 136 . $ 1,460 $ 948 $ 1,103

(1)  Includes non-cash stock-based compensation expense.

(2)  Includes a legal settlement accrual of $1.3 million recorded in the quarter ended March 31, 2010.
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Quarter Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011

.

peration: Daty, e S o L ' ‘”@@&\Q?

Net revenue by product

i

Total net revenue 100% 100% 100% 100% 100% 100% 100% 100%

7
S
opment 15

Restructuring and integration costs 3
"
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Liquidity and Capital Resources

As of December 31, 2012, we had cash and cash equivalents of $95.1 million. Cash and cash equivalents consist of cash and
money market funds. Cash held internationally as of December 31, 2012 was $2.9 million. We did not have any short-term or long-
term investments. Additionally, we do not have any outstanding bank loans or credit facilities in place. To date, we have been able to
finance our operations and our recent acquisition of Qype through proceeds from stock sales, including our IPO in March 2012, and to
a lesser extent from the exercise of employee stock options. Immediately after the acquisition of Qype, we paid off Qype’s existing
debt facility of approximately $1.3 million.

Our future capital requirements and the adequacy of available funds will depend on many factors, including those set forth under
“Risk Factors” in this Annual Report. We believe that our existing cash and cash equivalents, together with any cash generated from
operations, will be sufficient to meet our working capital requirements and anticipated purchases of property and equipment for at
least the next 12 months. However, this estimate is based on a number of assumptions that may prove to be wrong and we could
exhaust our available cash and cash equivalents earlier than presently anticipated. We may require additional funds in the next 12
months to respond to business challenges, including the need to develop new features and products or enhance our existing services,
improve our operating infrastructure or acquire complementary businesses and technologies, and, accordingly, we may need to engage
in equity or debt financings to secure additional funds.

Cash Flows

The following table summarizes our cash flows for the periods presented.

Year Ended December 31,
2012 2011 2010
(in thousands)

e

Purchases of property aﬂd equipment - $ ‘ 7,54 $ 4,798 $ 357

Cash provided by financing activities 114,173 1,582 24,633

Operating Activities

We used $0.1 million of cash from operating activities during the year ended December 31, 2012, primarily resulting from our net
loss of $19.1 miilion, non-cash stock-based compensation of $14.9 million, provision for doubtful accounts of $1.9 million and non-
cash depreciation and amortization of $7.2 million. In addition, significant changes in our operating assets and liabilities resulted from
the following:

e increase in accounts receivable of $4.1 million due to an increase in billings for local advertising plans and brand advertising
campaigns as well as timing of payments from these customers;

e increase in prepaids and other assets of $2.6 million relating to the increase in value added tax due from taxing authorities,
prepaid business data and prepaid rent for our facilities; and

e increase in accounts payable and accrued expenses of $2.0 million relating to the growth in the business and more specifically,
the increase in accrued bonus and commissions, increase in accrued vacation and employee related expenses, and deferred rent
for new facilities.
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We generated $0.3 million of cash from operating activities during the year ended December 31, 2011, primarily resulting from
our net loss of $16.7 million, offset by a non-cash expense of $5.9 million related to the contribution of common stock to The Yelp
Foundation, non-cash stock-based compensation of $4.9 million and non-cash depreciation and amortization of $4.2 million. In
addition, significant changes in our operating assets and liabilities resulted from the following:

e increase in accounts receivable of $2.3 million due to an increase in billings for local advertising plans and brand advertising
campaigns as well as timing of payments from these customers; and

e increase in accounts payable and accrued expenses of $4.0 million relating to the growth in the business and more specifically,
the increase in accrued vacation and employee related expenses, deferred rent for new facilities, as well as timing of invoices
and payments to vendors.

We used $7.8 million of cash in operating activities during the year ended December 31, 2010, primarily resulting from our net
loss of $9.6 million, offset by non-cash depreciation and amortization of $2.3 million and non-cash stock-based compensation of $1.4
million. In addition, significant changes in our operating assets and liabilities resulted from the following:

e increase in accounts receivable of $4.8 million due to an increase in billings for local advertising plans and brand advertising
campaigns as well as timing of payments from these customers;

e increase in prepaids and other expenses of $1.1 million primarily due to the timing of payments for annual licenses and support
for enterprise resource planning and customer relationship management systems;

e increase in accounts payable and accrued liabilities of $2.9 million relating to the growth in the business and more specifically,
the increase in accrued vacation, deferred rent for new facilities as well as timing of invoices and payments to vendors; and

e increase in deferred revenue of $0.5 million related to the timing of payments for brand advertising campaigns as well as the
growth in the local advertising plans business.

Investing Activities

Our primary investing activity in 2012 was the purchase of Qype. We also continued to invest in technology hardware to support
our growth in headcount and software to support website and mobile app development and operations and our corporate infrastructure.
Purchases of property and equipment may vary from period to period due to the timing of the expansion of our operations and website
and internal-use software development. We expect to continue to invest in property and equipment and development of software for
2013 and thereafter.

We used $40.6 million in investing activities during the year ended December 31, 2012, including $24.1 million net of cash
received for the acquisition of Qype. In addition, we used $7.5 million for purchases of property, equipment and software and incurred
expenditures of $2.9 million for capitalized website and software development costs. We also entered into new lease agreements for
office space in San Francisco and London. In connection with entry into such leases, we were obligated to deliver letters of credit in
the aggregate amount of $6.0 million, which resulted in an increase of $6.0 million in restricted cash.

We used $7.5 million of cash in investing activities during the year ended December 31, 2011. We purchased $4.8 million in
property, equipment and software and incurred expenditures of $2.5 million for capitalized website and software development costs.

We used $4.8 million of cash in investing activities during the year ended December 31, 2010. We purchased $3.6 million in
property, equipment and software and incurred expenditures of $1.2 million for capitalized website and software development costs.

Financing Activities
We generated $114.2 million of cash from financing activities during the year ended December 31, 2012. We reccived $111.8
million in proceeds from our IPO, net of $10.8 million in offering expenses, including underwriter commission and discounts
associated with the transaction. With the exception of the IPO, our recent financing activities have consisted primarily of net proceeds

from the issuance of common stock related to the exercise of stock options.
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We generated $1.6 million of cash from financing activities during the year ended December 31, 2011, which consisted primarily
of $2.0 million in net proceeds from the issuance of common stock related to the exercise of stock options. We used $0.5 million in
financing activities in 2011 related to our deferred offering costs.

We generated $24.6 million of cash from financing activities during the year ended December 31, 2010 primarily relating to net
proceeds of $24.2 million that we received in the quarter ended March 31, 2010 from the issuance of Series E redeemable convertible
preferred stock. In addition, we received proceeds of $0.4 million from the issuance of our common stock related to exercises of stock

options.
Off Balance Sheet Arrangements

We did not have any off balance sheet arrangements in 2010, 2011 or 2012.
Contractual Obligations

We lease various office facilities, including our corporate headquarters in San Francisco, California, under operating lease
agreements that expire from 2013 to 2021. The terms of the lease agreements provide for rental payments on a graduated basis. We
recognize rent expense on a straight-line basis over the lease periods. We do not have any debt or material capital lease obligations,
and all of our property, equipment and software have been purchased with cash. As of December 31, 2012, we had no material long-
term purchase obligations outstanding with any vendors or third parties. Our future minimum payments under non-cancelable
operating leases for equipment and office facilities are as follows as of December 31, 2012:

Payments Due by Period

Less Than More Than
Total 1 Year 1 -3 Years 3 -5 Years 5 Years

(in thousands)

The contractual commitment amounts in the table above are associated with agreements that are enforceable and legally binding.
Obligations under contracts that we can cancel without a significant penalty are not included in the table above.

Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with GAAP. The preparation of these consolidated financial
statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, expenses and
related disclosures. We evaluate our estimates and assumptions on an ongoing basis. Our estimates are based on historical experience
and various other assumptions that we believe to be reasonable under the circumstances. Our actual results could differ from these

estimates.

We believe that the assumptions and estimates associated with revenue recognition, website and internal-use software
development costs, income taxes and stock-based compensation have the greatest potential impact on our consolidated financial
statements. Therefore, we consider these to be our critical accounting policies and estimates. For further information on all of our
significant accounting policies, see Note 2 of the notes to our consolidated financial statements.

Revenue Recognition

We generate revenue from local advertising, brand advertising and other services, which include Yelp Deals and various partner
arrangements. Since 2007, net revenue from local advertising represented a majority of our revenue.

Local Advertising—Local advertising revenue is generated primarily through fixed monthly fee advertising plans with local
businesses for advertising placements on our website. Revenue is recognized ratably over the service period, net of customer
discounts. The arrangements are evidenced by written and/or electronic acceptance of our agreement that stipulates the volume of
advertising to be delivered and the pricing.
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Brand Advertising—We generated brand advertising revenue through the sale of display advertisements (both graphic and text) on
our website, including advertisements from leading national brands in the automobile, financial services, logistics, consumer goods
and health and fitness industries. We recognize revenue from the sale of impression-based advertisements on our online network in the
period in which the advertisements (“impressions”) are delivered, net of customer discounts. We also had brand revenue from fixed-
price brand sponsorships that are recognized ratably over the service period. The arrangements are evidenced by insertion orders or
contracts that stipulate the types of advertising to be delivered and the pricing.

Other Services—Other service revenue includes the sale of vouchers through our “Yelp Deals” and “Gift Certificates,” partner
arrangements related to reservations and the monetization of remnant advertising inventory through third-party ad networks. Yelp
Deals allow merchants to promote themselves and offer discounted goods and services on a real-time basis to consumers directly on
our website and mobile app and, until the quarter ended December 31, 2011, via email. We earn a fee on Yelp Deals for acting as an
. agent in these transactions, which are recorded on a net basis and included in revenue upon sale of the deal. We record a sales
allowance for potential Yelp Deal refunds based on our estimate of future refunds. Gift Certificates allow merchants to sell full-priced
gift certificates directly to customers through their business profile page. We earn a fee based on the amount of the Gift Certificate
sold, which we record on a net basis and include in revenue upon a consumer’s purchase of the Gift Certificate. We also generate
revenue through various partnership agreements on a transaction-by-transaction basis. Reservation revenue and promotional
certificates are recognized on a transaction-by-transaction basis.

Multiple-Element Arrangements. We enter into arrangements with customers to sell advertising packages that include different
media placements or ad services that are delivered at the same time, or within close proximity of one another.

For the year ended December 31, 2010, because we had not yet established the fair value for each element and our agreements
contained mid-campaign cancellation clauses, advertising sales revenue was recognized in the period in which the advertisement was
delivered.

Beginning on January 1, 2011, we adopted new authoritative guidance on multiple element arrangements, using the prospective
method for all arrangements entered into or materially modified from the date of adoption. Under this new guidance, we allocate
arrangement consideration in multiple-deliverable revenue arrangements at the inception of an arrangement to all deliverables or those
packages in which all components of the package are delivered at the same time, based on the relative selling price method in
accordance with the selling price hierarchy, which includes: (1) vendor-specific objective evidence, or VSOE, if available; (2) third-
party evidence, or TPE, if VSOE is not available; and (3) best estimate of selling price, or BESP, if neither VSOE nor TPE is
available.

VSOE. We determine VSOE based on our historical pricing and discounting practices for the specific product or service when sold
separately. In determining VSOE, we require that a substantial majority of the standalone selling prices for these services fall within a
reasonably narrow pricing range. We have not historically sold a large volume of transactions on a standalone basis. As a result, we
have not been able to establish VSOE for any of its advertising products.

TPE. When VSOE cannot be established for deliverables in multiple element arrangements, we apply judgment with respect to
whether we can establish a selling price based on TPE. TPE is determined based on competitor prices for similar deliverables when
sold separately. Generally, our go-to-market strategy differs from that of our peers and our offerings contain a significant level of
differentiation such that the comparable pricing of services cannot be obtained. Furthermore, we are unable to reliably determine what
similar competitor services’ selling prices are on a standalone basis. As a result, we have not been able to establish selling price based
on TPE.

BESP. When we are unable to establish selling price using VSOE or TPE, we use BESP in our allocation of arrangement
consideration. The objective of BESP is to determine the price at which we would transact a sale if the service were sold on a
standalone basis. BESP is generally used to allocate the selling price to deliverables in our multiple element arrangements. We
determine BESP for deliverables by considering multiple factors including, but not limited to, prices we charge for similar offerings,
market conditions, competitive landscape and pricing practices. We limit the amount of allocable arrangement consideration to
amounts that are fixed or determinable and that are not contingent on future performance or future deliverables. We will regularly
review BESP. Changes in assumptions or judgments or changes to the elements in the arrangement could cause a material increase or
decrease in the amount of revenue that we report in a particular period.
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We recognize the relative fair value of the media placements or ad services as they are delivered assuming all other revenue
recognition criteria are met. As a result of implementing this recent guidance, our revenue for the years ended December 31, 2012 and
2011 was not materially different from what would have been recognized under the previous guidance for multiple-clement
arrangements.

Website and Internal-Use Software Development Costs

We capitalize certain costs related to the development of our website, mobile app or software developed for internal use. In
accordance with authoritative guidance, we begin to capitalize our costs to develop software when preliminary development efforts are
successfully completed, management has authorized and committed project funding and it is probable that the project will be
completed and the software will be used as intended. Such costs are amortized on a straight-line basis over the estimated useful life of
the related asset, generally estimated to be two to three years. Costs incurred prior to meeting these criteria together with costs
incurred for training and maintenance are expensed as incurred and recorded in product development expenses on our consolidated
statements of operations. Costs incurred for enhancements that are expected to result in additional features or functionality are
capitalized and expensed over the estimated useful life of the enhancements, generally two or three years.

Business Combinations and Valuation of Goodwill and Other Acquired Intangible Assets

We account for acquisitions of entities that include inputs and processes and have the ability to create outputs as business
combinations. We allocate the purchase price of the acquisition to the tangible assets, liabilities and identifiable intangible assets
acquired based on their estimated fair values. The excess of the purchase price over those fair values is recorded as goodwill.
Acquisition-related expenses and restructuring costs are expensed as incurred. During the measurement period, which could be up to
one year after the transaction date, we record adjustments to the assets acquired and liabilities assumed with the corresponding offset
to goodwill. After the measurement period, subsequent adjustments are recorded to our consolidated statements of operations.

We review goodwill for impairment at least annually in the third quarter or more frequently if events or changes in circumstances
indicate that the carrying value of goodwill may not be recoverable. If we determine that it is more likely than not that its fair value is
less than its carrying amount, then the two-step goodwill impairment test will be performed. The first step, identifying a potential
impairment, compares the fair value of the reporting unit with its carrying amount. If the carrying amount exceeds its fair value, the
second step will be performed; otherwise, no further step is required. The second step, measuring the impairment loss, compares the
implied fair value of the goodwill with the carrying amount of the goodwill. Any excess of the goodwill carrying amount over the
applied fair value is recognized as an impairment loss, and the carrying value of goodwill is written down to fair value. As of
December 31, 2012, no impairment of goodwill has been identified.

Acquired intangible assets are amortized over their estimated useful lives. We evaluate the recoverability of amortizable intangible
assets for possible impairment whenever events or circumstances indicate that the carrying amount of such assets may not be
recoverable. Recoverability of these assets is measured by a comparison of the carrying amounts to the future undiscounted cash flows
the assets are expected to generate. If such review indicates that the carrying amount of property and equipment and intangible assets
is not recoverable, the carrying amount of such assets is reduced to fair value. We have not recorded any such impairment charge
during the years presented.

In addition to the recoverability assessment, we routinely review the remaining estimated useful lives of our amortizable intangible
assets. If we reduce the estimated useful life assumption for any asset, the remaining unamortized balance would be amortized over
the revised estimated useful life.
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Income Taxes

We account for our income taxes using the asset and liability method, which requires the recognition of deferred tax assets and
liabilities for the expected future tax consequences of events that have been recognized in our consolidated financial statements or in
our income tax returns. Deferred income taxes are recognized for differences between financial reporting and tax bases of assets and
liabilities at the enacted statutory income tax rates in effect for the years in which the temporary differences are expected to reverse.
The effect on deferred taxes of a change in income tax rates is recognized in income in the period that includes the enactment date. We
evaluate the realizability of our deferred tax assets and valuation allowances are provided when necessary to reduce net deferred tax
assets to the amounts expected to be realized.

We recognize a tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the consolidated
financial statements from such positions are then measured based on the largest benefit that has a greater than 50% likelihood of being
realized upon settlement. We will recognize interest and penalties related to unrecognized tax benefits in our income tax provision in
the accompanying consolidated statement of operations.

Stock-Based Compensation

We account for stock-based compensation in accordance with the authoritative guidance on stock compensation. We measure
stock-based compensation expenses for employees at the grant date fair value of the award, and recognize expenses, net of forfeitures,
on a straight-line basis over the requisite service period, which is generally the vesting period. We account for stock options issued to
non-employees in accordance with the guidance for equity-based payments to non-employees. We believe that the fair value of stock
options is more reliably measured than the fair value of the services received. As such, the fair value of the unvested portion of the
options granted to non-employees is re-measured each period. The resulting increase in value, if any, is recognized as expense during
the period the related services are rendered.

We estimate the fair value of stock-based option award using the Black-Scholes option-pricing model. The determination of the
fair value of a stock-based award on the date of grant using the Black-Scholes option-pricing model is affected by our stock price on
the date of grant as well as assumptions regarding a number of complex and subjective variables. These variables include our expected
stock price volatility over the expected term of the award, actual and projected employee stock option exercise behaviors, the risk-free
interest rate for the expected term of the award and expected dividends. The value of the portion of the award that is ultimately
expected to vest is recognized as expense in our consolidated statements of operations. We estimate the expense for restricted stock
grants based on grant date fair value.

Prior to our IPO, our board of directors considered numerous objective and subjective factors to determine the fair market value of
our common stock at each meeting at which stock options were granted and approved.

Stock-based compensation expenses are classified in the consolidated statement of operations based on the department to which
the related employee reports. Our stock-based awards are comprised principally of stock options and restricted stock unit awards.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

We have operations both within the United States and internationally, and we are exposed to market risks in the ordinary course of
our business. These risks include primarily interest rate, foreign exchange risks and inflation.

Interest Rate Fluctuation Risk

Our cash and cash equivalents consist of cash and money market funds. We do not have any long-term borrowings.
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The primary objective of our investment activities is to preserve principal while maximizing income without significantly
increasing risk. Because our cash and cash equivalents have a relatively short maturity, our portfolio’s fair value is relatively
insensitive to interest rate changes. During the year ended December 31, 2012, we determined that the nominal difference in basis
points for investing our cash and cash equivalents in longer-term investments did not warrant a change in our investment strategy. In
future periods, we will continue to evaluate our investment policy in order to ensure that we continue to meet our overall objectives.
We believe a hypothetical 10% increase in interest rates as of December 31, 2012 would have an immaterial impact on our investment

portfolio.

Foreign Currency Exchange Risk

We have foreign currency risks related to our revenue and operating expenses denominated in currencies other than the U.S.
dollar, principally the British pound sterling and the Euro. The volatility of exchange rates depends on many factors that we cannot
forecast with reliable accuracy. Although we have experienced and will continue to experience fluctuations in our net income (loss) as
a result of transaction gains (losses) related to revaluing certain cash balances, trade accounts receivable balances and intercompany
balances that are denominated in currencies other than the U.S. dollar, we believe a hypothetical 10% strengthening/(weakening) of
the U.S. dollar against the British pound sterling, either alone or in combination with a hypothetical 10% strengthening/(weakening) of
the U.S. dollar against the Euro would not have a material impact on our results of operations. In the event our foreign sales and
expenses increase, our operating results may be more greatly affected by fluctuations in the exchange rates of the currencies in which
we do business. At this time we do not, but we may in the future, enter into derivatives or other financial instruments in an attempt to
hedge our foreign currency exchange risk. It is difficuit to predict the impact hedging activities would have on our results of
operations.

Inflation Risk

We do not believe that inflation has had a material effect on our business, financial condition or results of operations. If our costs
were to become subject to significant inflationary pressures, we may not be able to fully offset such higher costs through price
increases. Our inability or failure to do so could harm our business, financial condition and results of operations.

Item 8. Financial Statements and Supplementary Data.

Our financial statements and the report of our independent registered public accounting firm are included in this Annual Report
beginning on page F-1. The index to these reports and our financial statements is included in Part IV, Item 15 below.
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ftem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.
Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, that are
designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange
Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the
company’s management, including its principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosure.

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of December 31, 2012. Based on the evaluation of our disclosure controls
and procedures as of December 31, 2012, our Chief Executive Officer and Chief Financial Officer concluded that, as of such date, our
disclosure controls and procedures were effective at the reasonable assurance level.

Management’s Report on Internal Control Over Financial Reporting

This Annual Report does not include a report of management’s assessment regarding internal control over financial reporting or an
attestation report of our independent registered public accounting firm due to a transition period established by the rules of the SEC
for newly public companies.
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Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting identified in connection with the evaluation required by Rule
13a-15(d) and 15d-15(d) of the Exchange Act that occurred during the three months ended December 31, 2012 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, believes that our disclosure controls and
procedures and internal control over financial reporting are designed to provide reasonable assurance of achieving their objectives and
are effective at the reasonable assurance level. However, our management does not expect that our disclosure controls and procedures
or our internal control over financial reporting will prevent all errors and all fraud. A control system, no matter how well conceived
and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the
design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered
relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, have been detected. These inherent limitations include the realities that
judgments in decision making can be fauity, and that breakdowns can occur because of a simple error or mistake. Additionally,
controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by management override
of the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions;
over time, controls may become inadequate because of changes in conditions, or the degree of compliance with policies or procedures
may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur
and not be detected.

Item 9B. Other Information.

None.
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PART III
Item 10. Directors, Executive Officers and Corporate Governance.

Information required by this item regarding directors and director nominees, executive officers, the board of directors and its
committees, and certain corporate governance matters is incorporated by reference to the information set forth under the captions
“Proposal No. 1—Election of Directors,” “Information Regarding the Board of Directors and Corporate Governance” and “Executive
Officers” in our Proxy Statement for the 2013 Annual Meeting of Stockholders, or the 2013 Proxy Statement. Information required by
this item regarding compliance with Section 16(a) of the Exchange Act is incorporated by reference to the information set forth under
the caption “Section 16(a) Beneficial Ownership.Reporting Compliance” in our 2013 Proxy Statement.

We have adopted a written code of business conduct and ethics that applies to all of our employees, officers and directors,
including our principal executive officer, principal financial officer and principal accounting officer. The code of business conduct and
ethics is available on our corporate website at www.yelp-ir.com/phoenix.zhtm]?c¢=250809&p=irol-govhighlights. If we make any
substantive amendments to our code of business conduct and ethics or grant to any of our directors or executive officers any waiver,
including any implicit waiver, from a provision of our code of business conduct and ethics, we will disclose the nature of the
amendment or waiver on our website or in a Current Report on Form 8-K.

Item 11. Executive Compensation.

Information required by this item regarding executive compensation is incorporated by reference to the information set forth under
the captions “Executive Compensation,” “Director Compensation” and “Information Regarding the Board of Directors and Corporate
Governance” in our 2013 Proxy Statement.

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

Information required by this item regarding security ownership of certain beneficial owners and management is incorporated by
reference to the information set forth under the caption “Security Ownership of Certain Beneficial Owners and Management” in our
2013 Proxy Statement. Information required by this item regarding securities authorized for issuance under our equity compensation
plans is incorporated by reference to the information set forth under the caption “Equity Compensation Plan Information” in our 2013
Proxy Statement.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

Information required by this item regarding certain relationships and related transactions is incorporated by reference to the
information set forth under the caption “Transactions with Related Persons” in our 2013 Proxy Statement. Information required by this
item regarding director independence is incorporated by reference to the information set forth under the caption “Information
Regarding the Board of Directors and Corporate Governance™ in our 2013 Proxy Statement.

Item 14. Principal Accounting Fees and Services.

Information required by this item regarding principal accounting fees and services is incorporated by reference to the information
set forth under the caption “Proposal No. 3—Ratification of Selection of Independent Registered Public Accounting Firm” in our 2013
Proxy Statement.
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PART IV
Item 15. Exhibits, Financial Statement Schedules.
(a) The following documents are filed as part of this Annual Report:

1. Financial Statements. Our consolidated financial statements and the Report of Independent Registered Public Accounting
Firm are included herein on the pages indicated:

hensive Loss

Consolidated Statements of Cash Flows

2. Financial Statement Schedules. None. All financial statement schedules are omitted because they are not applicable, not
required under the instructions, or the requested information is included in the consolidated financial statements or notes
thereto.

3. Exhibits. A list of exhibits filed with this report or incorporated herein by reference is found in the Exhibit Index immediately
following the signature page of this Annual Report.

72




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 26, 2013

YELP INC.

/s/ Rob Krolik

Rob Krolik

Chief Financial Officer

(Principal Financial and Accounting Officer)

73




POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Rob
Krolik and Laurence Wilson, and each of them, as his or her true and lawful attorneys-in-fact and agents, with full power of
substitution for him or her, and in his or her name in any and all capacities, to sign any and all amendments to this Annual Report on
Form 10-K, and to file the same, with exhibits thereto and other documents in connection therewith, with the U.S. Securities and
Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform
each and every act and thing requisite and necessary to be done therewith, as fully to all intents and purposes as he or she might or
could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, and either of them, his or her substitute
or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/sl Jeremy Stoppelman Chief Executive Officer and Director February 26, 2013
JEREMY STOPPELMAN (Principal Executive Officer)
/s/ Geoff Donaker Chief Operating Officer and Director February 26, 2013
GEOFF DONAKER

Chief Financial Officer

/s/ Rob Krolik (Principal Financial and Accounting February 26, 2013
RoB KROLIK Officer)
/s/ Max Levchin Chairman February 26, 2013
MAX LEVCHIN
/s/ Fred Anderson Director February 26, 2013
FRED ANDERSON
/s/ Peter Fenton Director February 26, 2013
PETER FENTON
/s/ Robert Gibbs Director February 26, 2013
ROBERT GIBBS
/s/ Diane Irvine Director February 26, 2013
DiANE IRVINE
/s/ Jeremy Levine Director February 26, 2013
JEREMY LEVINE
/s/ Keith Rabois Director February 26, 2013
KEITH RABOIS
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Yelp Inc.
San Francisco, California

We have audited the accompanying consolidated balance sheets of Yelp Inc. and subsidiaries (the “Company”) as of December 31,
2012 and 2011, and the related consolidated statements of operations, comprehensive income, redeemable convertible preferred stock
and stockholders’ equity (deficit), and cash flows for each of the three years in the period ended December 31, 2012. These
consolidated financial statements are the responsibility of the Company’s management. Qur responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the consolidated financial position of
the Company as of December 31, 2012 and 2011, and the results of their operations and their cash flows for each of the three years in
the period ended December 31, 2012, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 to the consolidated financial statements, the Company has retrospectively adopted new accounting
guidance related to the presentation of comprehensive income.

/s/ DELOITTE & TOUCHE LLP

San Jose, California
February 26, 2013




Yelp Inc.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)
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2012 2011
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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,

99,456 57,237
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See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

Year Ended December 31,

2012 2011 2010

i
e

534 298 (20

See notes to consolidated financial statements.
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Yelp Inc.
CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY
(DEFICIT)
FOR THE YEARS ENDED DECEMBER 31, 2010, 2011 AND 2012
(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 Deficit

7
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Net loss - — — — — — (16,668) (16,668)




Accretion of redeemable

convertible preferred stock

¢
N

Issuance of common stock in
connection with initial public

offering, net of offering costs.

Issuance of common stock in
connection with acquisition of

Qype GmbH

Net loss

Redeemable
Convertible Additional
Preferred Stock Common Stock Paid-In

Shares Amount Shares Amount  Capital

— — 968,919 — 23,254

Income (Loss)

Accumulated

Total

Comprehensive  Accumulated  Stockholders’

Deficit Deficit

— — 23,254

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

Year Ended December 31,

Loss on disposal of assets and web-site developm
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Year Ended December 31,
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See notes to consolidated financial statements.
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Yelp Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

Yelp Inc. was incorporated in Delaware on September 3, 2004, Except where specifically noted or the context otherwise requires,
the use of terms such as the “Company” and “Yelp” in these Notes to Consolidated Financial Statements refers to Yelp Inc. and its
subsidiaries.

Yelp connects people with great local businesses. Yelp’s users have contributed millions of reviews of almost every type of local
business, giving a voice to consumers and bringing “word of mouth” online. Businesses of all sizes use the Yelp platform to engage
with consumers at the critical moment when they are deciding where to spend their money.

The Company is comprised of Yelp Inc. and 14 wholly-owned entities. Yelp UK Ltd was incorporated on December 1, 2008, Yelp
Canada Inc. was incorporated on February 24, 2009, Yelp Ireland Limited was incorporated on May 31, 2010, Yelp Deutschland
GmbH was incorporated on June 7, 2010, Yelp Ireland Holding Company Limited was incorporated on June 16, 2010, Yelp France
SAS was incorporated on July 8, 2010, Yelp Italia S.r.1. was incorporated on June 27, 2011, Yelp Australia Pty. Ltd was incorporated
on August 9, 2011, Yelp Spain, S.L. on May 11, 2012 and Yelp Singapore PTE Ltd on June 15, 2012. Qype GmbH, Qype Ltd., Qype
SARL and Qype SL (collectively, “Qype”) were acquired on October 23, 2012 (see Note 4). The financial results of these subsidiaries
are included within the consolidated financial statements of the Company presented herein.

Basis of Presentation—The consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”). All intercompany balances and transactions have been eliminated in
consolidation.

Reclassification—Certain prior period amounts in the accompanying consolidated financial statements have been reclassified to
conform to the current year presentation. These changes consisted of reclassifications to separate or combine certain line items in the
accompanying consolidated balance sheets and statements of cash flows. These reclassifications did not impact previously reported
total current assets, total assets, total current liabilities, or total liabilities in the accompanying consolidated balance sheets or net cash
provided by operating activities in the consolidated statements of cash flows.

Certain Significant Risks and Uncertainties—The Company operates in a dynamic industry and, accordingly, can be affected by
a variety of factors. For example, the Company’s management believes that changes in any of the following areas could have a
significant negative effect on the Company in terms of its future financial position, results of operations or cash flows: rates of revenue
growth; traffic to the Company’s websites and the number of reviews and advertisers they attract; reliance on search engines and the
placement and prominence in results rankings; the quality and reliability of reviews; scaling and adaptation of existing technology and
network infrastructure; management of the Company’s growth; new markets and international expansion; protection of the Company’s
brand, reputation and intellectual property; competition in the Company’s market; qualified employees and key personnel; intellectual
property infringement and other claims; and changes in government regulation affecting the Company’s business, among other things.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates—The preparation of the Company’s consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the consolidated financial statements and the reported amounts of income and expenses during the
reporting period. These estimates are based on information available as of the date of the consolidated financial statements; therefore,
actual results could differ from management’s estimates.

Foreign Currency Translation—The consolidated financial statements of the Company’s foreign subsidiaries are measured
using the local currency as the functional currency. Assets and liabilities of foreign subsidiaries are translated at exchange rates in
effect as of the balance sheet date. Revenues and expenses are translated at average exchanges rates in effect during the year.
Translation adjustments are recorded within accumulated other comprehensive loss, a separate component of stockholders’ equity

(deficit).
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Cash and Cash Equivalents—The Company considers all highly liquid investments, such as treasury bills, commercial paper,
certificates of deposit and money market instruments with maturities of three months or less at the time of acquisition to be cash
equivalents. Cash and cash equivalents primarily consist of amounts held in interest-bearing money market funds that were readily
convertible to cash. The fair value of cash and cash equivalents approximates their carrying value.

Concentrations of Credit Risk—Financial instruments that potentially subject the Company to concentration of credit risk
consist primarily of cash and cash equivalents and accounts receivable. The Company places its cash and cash equivalents with major
financial institutions, which management assesses to be of high credit quality, in order to limit the exposure of each investment.

Credit risk with respect to accounts receivable is dispersed due to the large number of customers. In addition, the Company’s
credit risk is mitigated by the relatively short collection period. Collateral is not required for accounts receivable. The Company
maintains an allowance for doubtful accounts receivable balances. The allowance is based upon historical loss patterns, the number of
days that billings are past due and an evaluation of the potential risk of loss associated with delinquent accounts. When new
information becomes available to indicate that the estimate provided as the allowance was incorrect, an adjustment, which is
considered a change in estimate, is made. The fair value of accounts receivable approximates their carrying value.

As of December 31, 2012 and 2011, there were no customers that accounted for more than 10% of total accounts receivable.

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

Year Ended December 31,
' 2012 2011 2010

Balance, beginning of period $ 210 $ 175 $ 125

Less: write-offs, net of recoveries (1,739) (592) (358)

Property, Equipment and Software—Property, equipment and software are stated at cost less accumulated depreciation and
amortization. Depreciation is computed using the straight-line method over the estimated uscful lives of the assets, which is
approximately three years. Leasehold improvements are amortized over the lease term.

Website and Internal-Use Software Development Costs—Costs related to website and internal-use software are primarily
related to the Company’s website, including support systems. The Company capitalizes its costs to develop software when preliminary
development efforts are successfully completed, management has authorized and committed project funding and it is probable that the
project will be completed and the software will be used as intended. Such costs are amortized on a straight-line basis over the
estimated useful life of the related asset, which approximates three years. Costs incurred prior to meeting these criteria, together with
costs incurred for training and maintenance, are expensed as incurred. Costs incurred for enhancements that are expected to result in
additional material functionality are capitalized and amortized over the estimated useful life of the upgrades.

The Company capitalized $3.2 million, $2.7 million and $1.3 million in website and internal-use software costs during the years
ended December 31, 2012, 2011 and 2010, respectively, which are included in property, equipment and software, net on the
consolidated balance sheets. Amortization expense totaled $1.9 million, $1.1 million and $0.6 million for the years ended December
31,2012, 2011 and 2010, respectively.

The Company wrote off $0.2 million of website and internal-use software costs during 2012. The retirements were related to
obsolete projects no longer supported by the Company. The loss on disposition of the projects has been included in depreciation and
amortization expense in the Company’s consolidated statements of operations.
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Business Combinations—The Company accounts for acquisitions of entities that include inputs and processes and have the
ability to create outputs as business combinations. The Company allocates the purchase price of the acquisition to the tangible assets,
liabilities and identifiable intangible assets acquired based on their estimated fair values. The excess of the purchase price over those
fair values is recorded as goodwill. Acquisition-related expenses and restructuring costs are expensed as incurred. During the
measurement period, the Company records adjustments to the assets acquired and liabilities assumed with the corresponding offset to
goodwill. After the measurement period, which could be up to one year after the transaction date, subsequent adjustments are recorded
to the Company’s consolidated statements of operations.

Goodwill—Goodwill represents the excess of the consideration transferred over the estimated fair value of assets acquired and
liabilities assumed in a business combination. The Company tests goodwill for impairment on an annual basis in the third quarter and
in between annual tests if it becomes aware of any events occurring or changes in circumstances that would indicate a reduction in the
fair value of the assets below their carrying amounts. No impairment charges to goodwill have been recorded to date.

Intangible Assets—Intangible assets include acquired intangible assets identified through business combinations and purchased
domain names, which are carried at cost less accumulated amortization. Amortization is recorded over the estimated useful lives of the
assets, generally 24 to 84 months. The Company reviews amortizable intangible assets to be held and used for impairment whenever
events or changes in circumstance indicate that the carrying value of the assets may not be recoverable. Determination of
recoverability is based on the lowest level of identifiable estimated undiscounted cash flows resulting from the use of the asset and its
eventual disposition. Measurement of any impairment loss is based on the excess of the carrying value of the asset over its fair value.
No impairment charges have been recorded to date.

Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed of—The Company evaluates its long-lived assets for
impairment whenever events or changes in circumstances indicate that the carrying amount of such assets may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to future undiscounted net
cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is
measured as the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are
reported at the lower of the carrying amount or fair value less costs to sell.

Deferred Offering Costs—Deferred offering costs consisted primarily of direct incremental costs related to the Company’s initial
public offering of its Class A common stock (“IPO”). The deferred offering costs included in other assets on the Company’s
consolidated balance sheets as of December 31, 2012 and 2011 were $0.0 and $1.3 million, respectively. Upon completion of the IPO,
these amounts were offset against the proceeds of the offering.

Revenue Recognition—The Company generates revenue from local advertising, brand advertising and other services. The
Company recognizes revenue when all of the following conditions are met: there is persuasive evidence of an arrangement, service has
been provided to the customer, collection of the fees is reasonably assured and the amount of fees to be paid by the customer are fixed
or determinable. Payments received in advance of services being rendered are recorded as deferred revenue and recognized on a
straight-line basis over the requisite service period.

Local Advertising—Local advertising revenue is generated primarily through fixed monthly fee advertising plans with local
businesses for advertising placements on the Company’s website and mobile app. Revenue is recognized ratably over the service
period, net of customer discounts. The arrangements are evidenced by written and/or electronic acceptance of the Company’s
agreement that stipulates the volume of advertising to be delivered and the pricing.

Brand Advertising—The Company generates brand advertising revenue through the sale of display advertisements (both graphic
and text) on its website, including advertisements from leading national brands in the automobile, financial services, logistics,
consumer goods and health and fitness industries. The Company recognizes revenue from the sale of impression-based advertisements
on its online network in the period in which the advertisements (“impressions”) are delivered, net of customer discounts. The
Company also has brand revenue from fixed-price brand sponsorships that are recognized ratably over the service period. The
arrangements are evidenced by insertion orders or contracts that stipulate the types of advertising to be delivered and the pricing.
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Other Services—Other service revenue includes the sale of vouchers through the Company’s “Yelp Deals” and “Gift Certificates,”
partner arrangements related to reservations and the monetization of remnant advertising inventory through third-party ad networks.
Yelp Deals allow merchants to promote themselves and offer discounted goods and services on a real-time basis to consumers directly
on the Company’s website and mobile app and, until the quarter ended December 31, 2011, via email. The Company earns a fee on
Yelp Deals for acting as an agent in these transactions, which are recorded on a net basis and included in revenue upon sale of the
deal. The Company records a sales allowance for potential Yelp Deal refunds based on the Company’s estimate of future refunds. Gift
Certificates allow merchants to sell full-priced gift certificates directly to customers through their business profile page. The Company
earns a fee based on the amount of the Gift Certificate sold, which it records on a net basis and include in revenue upon a consumer’s
purchase of the Gift Certificate. The Company also generates revenue through various partnership agreements on a transaction-by-
transaction basis. Reservation revenue and promotional certificates are recognized on a transaction-by-transaction basis.

Multiple-Element Arrangements. The Company enters into arrangements with customers to sell advertising packages that include
different media placements or ad services that are delivered at the same time, or within close proximity of one another.

For the year ended December 31, 2010, because the Company had not yet established the fair value for each element and the
Company’s agreements contained mid-campaign cancellation clauses, advertising sales revenue was recognized in the period in which
the advertisements are delivered.

Beginning on January 1, 2011, the Company adopted new authoritative guidance on multiple element arrangements, using the
prospective method for all arrangements entered into or materially modified from the date of adoption. Under this new guidance, the
Company allocates arrangement consideration in multiple-deliverable revenue arrangements at the inception of an arrangement to all
deliverables or those packages in which all components of the package are delivered at the same time, based on the relative selling
price method in accordance with the selling price hierarchy, which includes: (1) vendor-specific objective evidence (“VSOE”) if
available; (2) third-party evidence (“TPE”) if VSOE is not available; and (3) best estimate of selling price (“BESP”) if neither VSOE
nor TPE is available.

VSOE. The Company determines VSOE based on its historical pricing and discounting practices for the specific product or service
when sold separately. In determining VSOE, the Company requires that a substantial majority of the standalone selling prices for these
services fall within a reasonably narrow pricing range. The Company has not historically sold a large volume of transactions on a
standalone basis. As a result, the Company has not been able to establish VSOE for any of its advertising products.

TPE. When VSOE cannot be established for deliverables in multiple element arrangements, the Company applies judgment with
respect to whether it can establish a selling price based on TPE. TPE is determined based on competitor prices for similar deliverables
when sold separately. Generally, the Company’s go-to-market strategy differs from that of its peers and its offerings contain a
significant level of differentiation such that the comparable pricing of services cannot be obtained. Furthermore, the Company is
unable to reliably determine what similar competitor services’ selling prices are on a standalone basis. As a result, the Company has
not been able to establish selling price based on TPE.

BESP. When it is unable to establish selling price using VSOE or TPE, the Company uses BESP in its allocation of arrangement
consideration. The objective of BESP is to determine the price at which the Company would transact a sale if the service were sold on
a standalone basis. BESP is generally used to allocate the selling price to deliverables in the Company’s multiple element
arrangements. The Company determines BESP for deliverables by considering multiple factors including, but not limited to, prices it
charges for similar offerings, market conditions, competitive landscape and pricing practices. The Company limits the amount of
allocable arrangement consideration to amounts that are fixed or determinable and that are not contingent on future performance or
future deliverables. The Company will regularly review BESP. Changes in assumptions or judgments or changes to the elements in the
arrangement could cause a material increase or decrease in the amount of revenue that the Company reports in a particular period.
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The Company recognizes the relative fair value of the media placements or ad services as they are delivered assuming all other
revenue recognition criteria are met. As a result of implementing this recent authoritative guidance, the Company’s revenue for the
years ended December 31, 2012 and 2011 was not materially different from what would have been recognized under the previous
guidance for multiple-element arrangements.

Cost of Revenue—The Company’s cost of revenue primarily consists of credit card processing fees, web hosting, Internet service
costs and salaries, benefits and stock-based compensation for its infrastructure teams related to operating the Company’s website as
well as creative design for brand advertising and video production expenses.

Stock-Based Compensation—The Company measures compensation expense for all stock-based payment awards, including
stock options granted to employees, directors and non-employees based on the estimated fair values on the date of the grant. The fair
value of each stock option granted is estimated using the Black-Scholes-Merton option valuation model. Stock-based compensation is
recognized on a straight-line basis over the requisite service period.

Advertising Expenses—Advertising expenses are expensed as incurred. Total advertising expenses incurred were $0.7 million,
$0.5 million and $0.3 million for the years ended December 31, 2012, 2011 and 2010, respectively.

Comprehensive loss—The Company reports by major components and, as a single total, the change in its net assets during the
period from non-owner sources. Comprehensive loss consists of net loss and accumulated other comprehensive loss, which includes
certain changes in equity that are excluded from net loss. Specifically, it includes foreign currency translation adjustments and the
unrealized gain (loss) from investments.

Income Taxes—The Company records income taxes using the asset and liability method which requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences of events that have been recognized in the Company’s
financial statements or tax returns. In estimating future tax consequences, generally all expected future events other than enactments or
changes in the tax law or rates are considered. Valuation allowances are provided when necessary to reduce deferred tax assets to the
amount expected to be realized.

The Company operates in various tax jurisdictions and is subject to audit by various tax authorities. The Company provides for tax
contingencies whenever it is deemed probable that a tax asset has been impaired or a tax liability has been incurred for events such as
tax claims or changes in tax laws. Tax contingencies are based upon their technical merits, relative tax law and the specific facts and
circumstances as of each reporting period. Changes in facts and circumstances could result in material changes to the amounts
recorded for such tax contingencies.

The Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will
be sustained on examination by the taxing authorities based on the technical merits of the position. The tax benefits recognized in the
financial statements from such a position are then measured based on the largest benefit that has a greater than 50% likelihood of
being realized upon ultimate settlement.

Stock Split—On January 25, 2012, the Company’s board of directors approved a 1-for-4 reverse stock split of the Company’s
common stock. The reverse stock split became effective on February 2, 2012. Upon the effectiveness of the reverse stock split, (i)
every four shares of outstanding common stock was decreased to one share of common stock, (ii) the number of shares of common
stock into which each outstanding warrant or option to purchase common stock is exercisable was proportionally decreased on a 1-for-
4 basis, (iii) the exercise price of each outstanding warrant or option to purchase common stock was proportionately increased on a 1-
for-4 basis and (iv) the conversion ratio for each share of preferred stock outstanding was proportionately reduced on a 1-for-4 basis.
All of the share numbers, share prices and exercise prices have been adjusted within these financial statements, on a retroactive basis,
to reflect this 1-for-4 reverse stock split.
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Employee Benefit Plan—The Company sponsors a qualified 401(k) defined contribution plan covering eligible employees.
Participants may contribute a portion of their annual compensation limited to a maximum annual amount set by the Internal Revenue
Service. There were no employer contributions under this plan for the years ended December 31, 2012, 2011 and 2010.

Recently Issued Accounting Standards—In May 2011, the Financial Accounting Standards Board (“FASB”) issued Topic
820—Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs (“Topic
820”). Topic 820 changes the wording used to describe many of the requirements in GAAP for measuring fair value and for disclosing
information about fair value measurements to ensure consistency between GAAP and International Financial Reporting Standards
(“IFRS”). Topic 820 also expands the disclosures for fair value measurements that are estimated using significant unobservable (Level
3) inputs. Topic 820 is effective for interim and annual periods beginning after December 15, 2011 and is applied prospectively. The
adoption of this guidance did not have a material impact on the Company’s consolidated financial statements.

In June 2011, the FASB issued guidance that changed the requirement for presenting “Comprehensive Income” in the consolidated
financial statements. The update requires an entity to present the components of other comprehensive income either in a single
continuous statement of comprehensive income or in two separate but consecutive statements. The update is effective for fiscal years,
and interim periods within those years, beginning after December 15, 2011 and should be applied retrospectively. The Company
adopted this new guidance on January 1, 2012 and the adoption did not have a material impact on the Company’s consolidated
financial position, results of operations or cash flows.

In September 2011, the FASB issued an amendment to an existing accounting standard which provides entities an option to
perform a qualitative assessment to determine whether further impairment testing on goodwill is necessary. An entity now has the
option to first assess qualitative factors to determine whether it is necessary to perform the current two-step impairment test. If an
entity believes, as a result of its qualitative assessment, that it is more-likely-than-not that the fair value of a reporting unit is less than
its carrying amount, the quantitative impairment test is required. Otherwise, no further testing is required. This standard is effective for
annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011. The Company adopted
this new standard on January 1, 2012. As the Company has not yet preformed an impairment test of its goodwill, the adoption did not
have a material impact on the Company’s consolidated financial statements.

3. FAIR VALUE OF FINANCIAL INSTRUMENTS
The accounting guidance for fair value measurements prioritizes the inputs used in measuring fair value in the following hierarchy:
Level ]—Observable inputs, such as quoted prices in active markets,
Level 2—Inputs other than the quoted prices in active markets that are observable either directly, or

Level 3—Unobservable inputs in which there is little or no market data, which requires the Company to develop its own
assumptions.

This hierarchy requires the Company to use observable market data, when available, and to minimize the use of unobservable
inputs when determining fair value. On a recurring basis, the Company measures its financial assets at fair value. The Company’s
investment instruments are classified within Level 1 of the fair value hierarchy because they are valued using quoted prices in active
markets. The following table represents the Company’s financial instruments measured at fair value as of December 31, 2012 and
2011 (in thousands):

December 31, 2012 December 31, 2011

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

(1) Included in cash and cash equivalents on the consolidated balance sheets.
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4. ACQUISITION

On October 23, 2012, the Company, through its wholly-owned subsidiary, Yelp Ireland Ltd., completed the acquisition of all the
outstanding equity interests of Qype for approximately $24.3 million in cash and Yelp Class A common stock with an approximate
fair value of $23.3 million. Of the total consideration paid in connection with the acquisition, $10.3 million is held in the form of cash
in escrow to secure indemnification obligations.

The acquisition was accounted as a business combination in accordance with Accounting Standards Codification (“ASC”) Topic
805, Business Combinations, with the results of the acquired company’s operations included in the consolidated financial statements
starting on October 23, 2012. The key factors underlying the acquisition were to secure an established European market presence,
obtain the acquired company’s content and traffic and the opportunity for expansion.

The following table summarizes the consideration paid for Qype and the preliminary allocation of the purchase price, based on the
estimated fair value of the assets acquired and liabilities assumed at the acquisition date (in thousands):

October 23, 2012

B L
mmon stock 23,254
c'g.\ g%\ 5

Intan ibles . o 6,134

i o

Accrued lia

Net assets acquired $ 47,550
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The fair value of the 968,919 shares of Class A common stock issued as part of the consideration paid for Qype was determined on
the basis of the closing market price of the Company’s Class A common stock on the acquisition date. The total weighted-average
amortization period for intangible assets is 3.6 years. The intangible assets are being amortized on a straight-line basis, which reflects
the pattern in which the economic benefits of the intangible assets are being utilized. The goodwill results from the Company’s
opportunity to expand its geographic footprint in Europe, the future revenue opportunities that the Company expects to achieve from
leveraging Qype’s content to attract more traffic and users to its website and ultimately to acquire more advertisers. None of the
goodwill is deductible for tax purposes.

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

Intangible Type Useful Life

i

Advertiser relaﬁonshlps 2 yeérs

Trade name 2 years

Qype’s results of operations have been included in the Company’s consolidated financial statements subsequent to the date of
acquisition.

For the year ended December 31, 2012, the Company recorded acquisition-related transaction costs of approximately $1.0 million,
which were included in general and administrative expense in the accompanying consolidated statement of operations.

Refer to Note 13 regarding the tax effect of the acquisition on the Company’s consolidated financial statements.
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The unaudited pro forma financial information in the table below summarizes the combined results of operations for the Company
and Qype, as though the companies were combined as of the beginning of the comparable prior annual reporting period. The pro
forma financial information for all periods presented includes the accounting effects resulting from the Qype acquisition, including
transaction, restructuring and integration costs, amortization charges from acquired intangible assets, and changes in depreciation due
to differing asset values and depreciation lives as though the Company and Qype were combined as of January 1, 2011. The pro forma
financial information, as presented below, is for informational purposes only and is not necessarily indicative of the results of
operations that would have been achieved if the acquisition of Qype had taken place as of the beginning of each period presented (in
thousands, except per share data):

Pro Forma for the Years Ended December 31,
2012 2011

Net income (loss) (23,188)

In October 2012, following the acquisition of Qype, the Company announced its plan to reduce the size of the Qype workforce and
terminate several of Qype’s leases. These actions were made in order to reduce the Company’s cost structure, enhance operating
efficiencies and strengthen the Company’s business to achieve long-term profitable growth. As a result of this plan, the Company
incurred restructuring charges during the fourth quarter of 2012, which are included in the accompanying consolidated statement of
operations, under restructuring and integration costs. Restructuring liabilities were $0.7 million as of December 31, 2012, and are
included in accrued liabilities on the accompanying consolidated balance sheet. The Company expects that activities under this
restructuring plan will be substantially complete by the end of the second quarter of 2013. Additional expense related to this
restructuring plan to be recorded in the future is expected to be immaterial. The Company recorded no restructuring charges in any
prior period. The following table summarizes the changes in the Company’s restructuring liabilities (in thousands):

Balance as of December 31, 2012 $ 685

5. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as of December 31, 2012 and 2011 consist of the following (in thousands):

December 31,

2012 2011

Total cash and cash equivalents $ 95,124 $ 21,736

The lease agreements for the Company’s San Francisco, New York and London, England offices require the Company to maintain
letters of credit issued to the landlords of each facility. The letters of credit are subject to renewal annually until the leases expire. As
of December 31, 2012 and December 31, 2011, the Company had letters of credit totaling $6.4 million and $0.4 million, respectively,
related to such leases.
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6. PROPERTY, EQUIPMENT AND SOFTWARE
Property, equipment and software as of December 31, 2012 and 2011 consist of the following (in thousands):

December 31,

2012 2011

Software 433 382

Furniture and fixtures

Telecommunication

g

Less accumulated depreciation

Depreciation expense for the years ended December 31, 2012, 2011 and 2010 was approximately $5.9 million, $4.2 million and
$2.3 million, respectively.

7. GOODWILL AND INTANGIBLE ASSETS

As a result of the acquisition of Qype on October 23, 2012, the Company recorded goodwill in the amount of $48.1 million for the
excess of purchase consideration over the fair value of assets and liabilities acquired. There has been no change to goodwill

subsequent to the acquisition.

The intangible assets detail at December 31, 2012 and 2011 consist of the following (in thousands):

Weighted
Gross Net Average
Carrying Accumulated Carrying Remaining

Amount Amortization Amount

246 (118) 128 4.6 years
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Weighted

Gross Net Average
Carrying Accumulated Carrying Remaining
Amount Amortization Amount Life

s -\zﬁ
(86) $ 131 4.8 years

Domains $ 217 $
s " ) )

Amortization expense for the years ended December 31, 2012 and 2011 was approximately $0.4 million and zero, respectively.

Amortization expense related to developed technology is included in depreciation and amortization expense in the accompanying
consolidated statements of operations.

The changes in carrying amount of goodwill for the year ended December 31, 2012 was as follows:

A

Balance as of December 31,2012 § 48,605

Estimated future amortization of purchased intangible assets at December 31, 2012 was as follows (in thousands):

Year ending December 31, Amount

2014




8. ACCRUED LIABILITIES
Accrued liabilities as of December 31, 2012 and 2011 consist of the following (in thousands):

December 31,

2012 2011

Accrued bonus and commissions 2,037 947

Accrued value added taxes payable
o

9. OTHER INCOME (EXPENSE), NET

Other income (expense), net as of December 31, 2012, 2011 and 2010 consist of the following (in thousands):

Year Ended December 31,

2012 2011 2010

Transaction gain (loss) on foreign exchange (259) (393) 9

Other income (expense), net $ (220) $  (395) $ 15

10. COMMITMENTS AND CONTINGENCIES

Office Facility Lease—The Company leases its office facilities under operating lease agreements that expire from 2013 to 2021.
The terms of the lease agreements provide for rental payments on a graduated basis. The Company recognizes rent expense on a
straight-line basis over the lease period.

On May 9, 2012, the Company entered into an office lease (the “Lease”) to lease space for its corporate headquarters located in
San Francisco, California from Stockbridge 138 New Montgomery LLC (the “Landlord”). Pursuant to the Lease, the Company will
lease premises containing 110,412 square feet of space at 140 New Montgomery Street for a term of eight years beginning October 1,
2013. In connection with the entry into the Lease, the Company delivered a letter of credit to the Landlord in the amount of $4.5
million.
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Rental expense was $4.8 million, $2.4 million and $1.5 million for the years ended December 31, 2012, 2011 and 2010,
respectively.

Aggregate Future Lease Commitments—The Company’s minimum payments under noncancelable operating leases for
equipment and office space having initial terms in excess of one year are as follows at December 31, 2012 (in thousands):

Operating

Year Ending December 31, Leases

2014 11,777

2016 10,400

Thereafter 26,180

Legal Proceedings—The Company is subject to legal proceedings arising in the ordinary course of business. Although the results
of litigation and claims cannot be predicted with certainty, the Company currently does not believe that the final outcome of any of
these matters will have a material adverse effect on the Company’s business, financial position, results of operations or cash flows.

In February and March 2010, the Company was sued in two putative class actions on behalf of local businesses asserting various
causes of action based on claims that the Company manipulated the ratings and reviews on its platform to coerce local businesses to
buy its advertising products. These cases were subsequently consolidated in an action asserting claims for violation of the California
Business & Professions Code, extortion and attempted extortion based on the conduct they allege and seeking monetary relief in an
unspecified amount and injunctive relief. In October 2011, the court dismissed this action with prejudice. The plaintiffs have appealed
to the U.S. Court of Appeals for the Ninth Circuit, but the appeal has not yet been heard. Due to the preliminary nature of this
potential appeal, the Company is unable to reasonably estimate either the probability of incurring a loss or an estimated range of such
loss, if any, from an appeal.

In March 2011, the Company was sued in an action on behalf of certain current and former employees asserting claims for
violations of the federal Fair Labor Standards Act, the California Labor Code and the California Business & Professions Code seeking
monetary relief in an unspecified amount. In December 2012, the Court issued a judgment giving final approval to a settlement of this
matter, without any admission of liability on the Company’s part, for payments by the Company in an aggregate amount of
approximately $0.8 million. The Company had originally accrued for a settlement of approximately $1.3 million in the year ended
December 31, 2010. The accrual was adjusted in the quarter ended December 31, 2012 for the final settlement amount and is reflected
in general and administrative expenses on the accompanying consolidated statement of operations.
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Qype, an indirect wholly-owned subsidiary of the Company, is party to two lawsuits regarding fees payable for directory data that
Qype and its predecessor purchased from Deutsche Telekom AG (“Deutsche Telekom™) between 2005 and 2008 at a rate set by the
German Federal Network Agency (“FNA”). Following German court decisions overturning the rate set by the FNA, Deutsche
Telekom sued Qype in the Regional Court of Bonn on August 26, 201 0 for approximately €1.5 million plus interest for additional fees
for data delivered between 2005 and 2008. In August 2011, the court rejected Deutsche Telekom’s claim in full and Deutsche
Telekom appealed the decision to the Higher Regional Court of Cologne, which referred the appeal to the Higher Regional Court in
Diisseldorf in July 2012. The appeal is expected to be heard in the first half of 2013. In addition, on August 6, 2012, Deutsche
Telekom filed a claim against Qype in the Regional Court of Bonn for approximately €118,400 plus interest asserting Qype was
unjustly enriched as a result of paying an insufficient rate for directory data from 2005 to 2008. Following a hearing on December 19,
2012, the court dismissed Deutsche Telekom’s claim in full. Deutsche Telekom has appealed the decision to the Higher Regional
Court of Cologne, which referred the appeal to the Higher Regional Court of Diisseldorf. The appeal is expected to be heard in the
first half of 2013. Under the applicable authoritative literature, an amount which represents management’s best estimate of the amount
that will ultimately be paid, was accrued for as a loss contingency as of the acquisition date of Qype.

Indemnification Agreements

In the ordinary course of business, the Company may provide indemnifications of varying scope and terms to customers, vendors,
lessors, business partners and other parties with respect to certain matters, including, but not limited to, losses arising out of breach of
such agreements, services to be provided by the Company or from intellectual property infringement claims made by third parties. In
addition, the Company has entered into indemnification agreements with directors and certain officers and employees that will require
the Company, among other things, to indemnify them against certain liabilities that may arise by reason of their status or service as

directors, officers or employees.

While the outcome of these matters cannot be predicted with certainty, the Company does not believe that the outcome of any
claims under indemnification arrangements will have a material effect on the Company’s financial position, results of operations or
cash flows.
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11. STOCKHOLDERS’ EQUITY (DEFICIT)
Initial Public Offering

In March 2012, the Company completed its IPO whereby 8,172,500 shares of Class A common stock were sold by the Company
(inclusive of 1,072,500 shares of Class A common stock from the full exercise of the overallotment option of shares granted to the
underwriters) and 50,000 shares of Class A common stock were sold by a selling stockholder, The Yelp Foundation. The public
offering price of the shares sold in the offering was $15.00 per share. The Company did not receive any proceeds from the sales of
shares by the selling stockholder. The total gross proceeds from the offering to the Company were $122.6 million. After deducting
underwriters’ discounts and commissions and offering expenses, the aggregate net proceeds received by the Company totaled
approximately $111.4 million. Immediately prior to the closing of the IPO, all shares of the Company’s outstanding redeemable
convertible preferred stock automatically converted into 35,816,772 shares of Class B common stock. As a result, following the IPO,
the Company has two classes of authorized common stock outstanding: Class A common stock (one vote per share) and Class B
common stock (ten votes per share).

The following table presents the shares authorized and issued and outstanding as of the periods presented (in thousands, except
share data):

December 31, 2012 December 31, 2011
Shares Shares
Shares Issued and Shares Issued and Liquidation
Authorized Outstanding Authorized Outstanding Preference

i ; i S SR i i :
Redeemable convertible preferred stock, — e 40,000,000 40,000,000 $ 1,000
; - S— » — o

s .

s ?

Redeemable convertible preferred stock, e — 44,802,870 44,802,870 $ 5,000

32,288,630 $

Redeemable convertible preferred stock, —_ — 32,288,630

St 2

Redeemable convertible preferred stock, — —_ 14,531,460 14,531,460 $ 14,996

RS
.

S
Redeemable convertible preferred stock, — — 11,644,155 11,644,155 $ 25,000

it

Stockholders’ equity:

Class B common stock, $0.000001 par value 100,000,000 40,124,986 —_ —_ —

Undesignated Preferred Stock 10,000,000 — —_ —_— o

In November 2011, the board of directors of the Company approved the establishment of The Yelp Foundation (the “Foundation™),
a non-profit organization designed to support consumers and businesses in the communities in which the Company operates. The
Foundation’s officers include several of the Company’s current officers. The Company’s board of directors approved a contribution
and issuance of 520,000 shares of the Company’s common stock to the Foundation, of which the Foundation sold 50,000 shares in the
IPO. The Company recorded an expense in the amount of $5.9 million for the contribution based on the fair value of the common
stock on the date the shares were issued to the Foundation. The Company recorded the expense as a charitable contribution expense as
it constituted an unconditional transfer of assets to an entity in a voluntary nonreciprocal transfer.
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The Company has not consolidated the Foundation as (1) the Company does not have a financial interest in the Foundation, (2) the
Company does not have voting rights and (3) the Foundation meets the definition of a non-profit organization under ASC 810-20,
Consolidation — Control of Partnerships and Similar Entities as it is organized exclusively for charitable, scientific, literary and
educational purposes within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1986 and is governed by Section 5211
(b) of the California Nonprofit Public Benefit Corporation Law.

Common Stock Subject to Repurchase—The Company has in the past granted certain options that were exercisable prior to
vesting. The Company has the right to repurchase at the original purchase price any unvested (but issued) common shares upon
termination of service of an employee. The consideration received for an exercise of an option is considered to be a deposit of the
exercise price, and the related dollar amount recorded as a liability. The liability is reclassified into equity on a ratable basis as the
award vests. The Company has recorded a liability in accrued liabilities of zero and $0.1 million relating to zero and 171,981 options
that were exercised and are unvested at December 31, 2012 and 2011, respectively. These shares that are subject to a repurchase right
held by the Company are included in issued and outstanding shares as of each period presented.

Stock Option Plan—The Company has three equity incentive plans: the Amended and Restated 2005 Equity Incentive Plan (the
“2005 Plan™), the 2011 Equity Incentive Plan (the “2011 Plan™) and the 2012 Equity Incentive Plan (the “2012 Plan™). In July 2011,
the Company terminated the 2005 Plan and provided that no further stock awards were to be granted under the 2005 Plan. All
outstanding stock awards under the 2005 Plan will continue to be governed by their existing terms. Upon the effectiveness of the
underwriting agreement in connection with the IPO, all shares that were reserved under the 2011 Plan but not issued were assumed by
the 2012 Plan. No further shares will be granted pursuant to the 2011 Plan. All outstanding stock awards under the 2011 Plan will
continue to be governed by their existing terms. Under the 2012 Plan, the Company has the ability to issue incentive stock options
(“ISOs™), non-statutory stock options (“NSOs”), stock appreciation rights, restricted stock, restricted stock units (“RSUs”),
performance units and/or performance shares. Additionally, the 2012 Plan provides for the grant of performance cash awards to
employees, directors and consultants. The ISOs and NSOs will be granted at a price per share not less than the fair value at date of
grant. Options granted to date generally vest over a four-year period with 25% vesting at the end of one year and the remaining vesting
monthly thereafter. Options granted generally are exercisable for up to 10 years. Restricted stock awards generally vest over a four-
year period with 25% vesting at the end of one year and the remaining vesting quarterly or annually thereafter.
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A summary of stock option activity for the year ended December 31, 2010, 2011 and 2012 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 vested and exeu:lsable as of December 31,2012 4,533,459 $ 5.30 6.88 $ 61,503
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Aggregate intrinsic value represents the difference between the Company’s estimated fair value of its common stock and the
exercise price of outstanding, in-the-money options. The total intrinsic value of options exercised was approximately $31.3 million,
$10.3 million and $9.0 million for the years ended December 31, 2012, 2011 and 2010, respectively.

The following table at summarizes information about outstanding and vested stock options as of December 31, 2012:

Options Outstanding Options Vested and Exercisable
Weighted
Average Weighted Weighted
Number of Remaining Average Average
Exercise Price Options Life Exercise Number of Exercise
Range Qutstanding (Years) Price Options Price

$1.08 - 6.92 877,312 6.41 4.56 611,494 4.01

$8.16 - 11.68 1,409,659

$21.13 - 22.86

2

)

9.91 22.03 12,385 21.54

$26.89 - $27.05

9.09 26.97 — 0.00

Restricted Stock Awards—During the years ended December 31, 2012 and 2011, the Company issued 1,250 and 168,750 shares
of restricted common stock, respectively, at a weighted average fair value of $11.68 and $9.34 per share. These awards vest over four
years in each case subject to continued service as an employee, director or consultant to the Company and subject to accelerated
vesting in certain cases. The unvested portion of such shares is subject to reacquisition by the Company at no cost upon the
termination of the holder’s continuous services as an employee, director or consultant to the Company.

Employee Stock Purchase Plan—Concurrent with the effectiveness of the underwriting agreement in connection with the IPO on
March 1, 2012, the Company’s 2012 Employee Stock Purchase Plan (the “ESPP”) became effective. The ESPP allows eligible
employees to purchase shares of the Company’s Class A common stock at a discount through payroll deductions of up to 15% of their
cligible compensation, subject to any plan limitations. The administrator may approve offerings with durations of not more than 27
months, and may specify one or more shorter purchase periods within each offering. At the end of each offering period, employees are
able to purchase shares at 85% of the lower of the fair market value of the Company’s Class A common stock on the first trading day
of the offering period or on the last day of the offering period. There were no offerings of share purchase rights to employees under
the Company’s ESPP for the year ended December 31, 2012.
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Stock-Based Compensation Expense—The fair value of options granted to employees is estimated on the grant date using the
Black-Scholes-Merton option valuation model. This valuation model for stock-based compensation expense requires the Company to
make assumptions and judgments about the variables used in the calculation including the expected term (weighted-average period of
time that the options granted are expected to be outstanding), the volatility in the fair market value of the Company’s Class A common
stock, a risk-free interest rate, expected dividends and the estimated forfeitures of unvested stock options. To the extent actual results
differ from the estimates, the difference will be recorded as a cumulative adjustment in the period estimates are revised. No
compensation cost is recorded for options that do not vest. The Company uses the simplified calculation of expected life and volatility
is based on an average of the historical volatilities of the common stock of several entities with characteristics similar to those of the
Company. The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of grant for periods corresponding with the
expected life of the option. Expected forfeitures are based on the Company’s historical experience.

The Company uses the straight-line method for expense attribution. For the years ended December 31, 2012, 2011 and 2010, the
weighted-average assumptions are as follows:

Year Ended December 31,

2012 2011 2010

Annual risk-free rate 1.01% 2.30%

Expected term (years) 6.18 6.08 5.99
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The following table summarizes the effects of stock-based compensation related to stock-based awards to employees on the
Company’s consolidated statements of operations as of December 31, 2012, 2011 and 2010, is as follows (in thousands):

Year Ended December 31,

2012 2011 2010

Cost of revenue $ 122 $ 50 $ 26

Product development 1,705 721 260

Total stock-based compensation $ 14878 $ 4877 § 1431

During the years ended December 31, 2012, 2011 and 2010, the Company capitalized $0.3 million, $0.2 million and $0.1 million,
respectively, of stock-based compensation as website development costs.

As of December 31, 2012, there was approximately $39.7 million of total unrecognized compensation cost net of forfeitures
related to outstanding stock options that is expected to be recognized over a weighted-average period of 2.95 years.

As of December 31, 2012, there was approximately $1.2 million of total unrecognized compensation cost net of forfeitures related
to outstanding restricted stock awards that is expected to be recognized over a period of 3.46 years.

12. NET LOSS PER SHARE

Basic and diluted net loss per common share for periods prior to the completion of the Company’s IPO is presented in conformity
with the two-class method required for participating securities. Holders of Series A, Series B, Series C, Series D and Series E
redeemable convertible preferred stock were each entitled to receive noncumulative dividends at the annual rate of $0.0015,
$0.006696, $0.018582, $0.061935 and $0.12882 per share per annum, respectively, payable prior and in preference to any dividends
on any shares of the Company’s common stock. In the event a dividend is paid on common stock, the holders of Series A, Series B,
Series C, Series D and Series E redeemable convertible preferred stock were entitled to a proportionate share of any such dividend as
if they were holders of common stock (on an as-if converted basis). The holders of the Company’s Series A, Series B, Series C, Series
D and Series E redeemable convertible preferred stock did not have a contractual obligation to share in the losses of the Company.
The Company considered its preferred stock to be participating securities and, in accordance with the two-class method, earnings
allocated to preferred stock and the related number of outstanding shares of preferred stock have been excluded from the computation
of basic and diluted net loss per common share.
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Under the two-class method, net income (loss) attributable to common stockholders is determined by allocating undistributed
earnings, calculated as net income less current period Series A, Series B, Series C, Series D and Series E redeemable convertible
preferred stock non-cumulative dividends, between common stock and Series A and Series B convertible preferred stock and Series C
and D redeemable convertible preferred stock. In computing diluted net income (loss) attributable to common stockholders,
undistributed earnings are re-allocated to reflect the potential impact of dilutive securities. Basic net income (loss) per common share
is computed by dividing the net income (loss) attributable to common stockholders by the weighted-average number of common
shares outstanding during the period. Shares of common stock subject to repurchase resulting from the early exercise of employee
stock options are considered participating securities and are therefore included in the basic weighted-average common shares
outstanding. Diluted net income per share attributable to common stockholders is computed by dividing the net income attributable to
common stockholders by the weighted-average number of common shares outstanding, including potential dilutive common shares
assuming the dilutive effect of outstanding stock options using the treasury stock method.

Basic and diluted net income (loss) per share attributable to common stockholders for periods following the completion of the
Company’s IPO is presented in conformity with the “two-class method” required for participating securities. Immediately prior to the
consummation of the IPO in March 2012, all outstanding shares of preferred stock and common stock were converted to Class B
common stock. As a result, Class A and Class B common stock are the only outstanding equity in the Company. The rights of the
holders of Class A and Class B common stock are identical, except with respect to voting and conversion. Each share of Class A
common stock is entitled to one vote per share and each class of Class B common stock is entitled to 10 votes per share. Shares of
Class B common stock may be converted into Class A common stock at any time at the option of the stockholder, and are
automatically converted upon sale or transfer to Class A common stock, subject to certain limited exceptions, among other ways.
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The following table presents the calculation of basic and diluted net loss per share (in thousands, except per share data):

Year Ended December 31,
2012 2011 2010

Class A Class B

able convertible preferred stock

s

S =

Net loss per share attributable to common stockholde!
S

Diluted ' $ (035 $ (035 $ (1.10) $ (07D

The following employee stock awards were excluded from the calculation of diluted net loss per share attributable to common
stockholders because their effect would have been anti-dilutive for the periods presented (in thousands):

Year Ended December 31,
2012 2011 2010

Restricted stock awards 116 169 —
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13. INCOME TAXES

The Company accounts for income taxes in accordance with authoritative guidance, which requires the use of the asset and
liability method. Under this method, deferred income tax assets and liabilities are determined based upon the difference between the
consolidated financial statement carrying amounts and the tax basis of assets and liabilities and are measured using the enacted tax rate
expected to apply to taxable income in the years in which the differences are expected to be reversed.

The following table presents domestic and foreign components of income (loss) before income taxes for the periods presented (in
thousands):

2012 2011 2010

(6,367) (1,882) (2,560;

Foreign

s

2012 2011 2010

A
Fede

S

a7 (13) 2
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The following table presents a reconciliation of the statutory federal rate and the Company’s effective tax rate for the periods
presented:

2012 2011 2010

R

State—net of fe:

Effective tax rate 0.64% 0.61% 0.77%

The changes in the effective tax rate reconciliation related to foreign rate differential and change in valuation allowance are
primarily attributable to the change in geographic mix of income as a result of the acquisition of Qype.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The following table presents the significant components
of the Company’s deferred tax assets and liabilities for the periods presented (in thousands):

Reserves and others ) . $ 3,673 $ 1,234

s

Net deferred tax assets
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In assessing the realization of deferred tax assets, management considers whether it is more likely than not that some portion or all
of deferred tax assets will not be realized. The ultimate realization of the deferred tax assets is dependent upon the generation of future
taxable income during the periods in which those temporary differences become deductible.

As of December 31, 2012 and 2011, based on the available objective evidence, management believes it is more likely than not that
the net deferred tax assets, except for those recorded in the U.K. and Australia entities, will not be realized. Although realization is not
assured, management believes it is more likely than not that all of the deferred tax assets related to the United Kingdom and Australia
will be realized. Accordingly, management has applied a full valuation allowance against its net deferred tax assets except for those
recorded in the U.K. and Australia entities at December 31, 2012 and 2011. The net change in the total valuation allowance for the
year ended December 31, 2012, 2011 and 2010 was an increase of approximately $13.3 million, $4.5 million and $2.6 million,
respectively.

4

At December 31, 2012, the Company has federal and state net operating loss carryforwards of approximately $49.8 million and
$59.5 million respectively, expiring beginning in 2024 and 2013, respectively. Further, the Company has trading losses in Ireland of
$8.7 million. The Ireland trading losses may be carried forward indefinitely against Ireland profits. The Company has losses of $14.3
million, $13.2 million and $3.1 million in Germany, the United Kingdom and France, respectively, which may be carried forward
indefinitely against profits in the respective jurisdictions as a result of the acquisition of Qype. At December 31, 2012, the Company
has federal research credit carryforwards of approximately $0.8 million that expire beginning in 2024 and California research credit
carryforwards of approximately $1.1 million, which do not expire.

Utilization of the net operating loss carryforwards and credits may be subject to a substantial annual limitation due to the
ownership change limitations provided by the Internal Revenue Code of 1986, as amended (the “Code”), and similar state provisions.
The annual limitation may result in the expiration of net operating losses and credits before utilization. The Company completed an
analysis under Sections 382 and 383 of the Code through the quarter ended June 30, 2012 and determined that an ownership change,
as defined under Sections 382 and 383 of the Code, occurred in prior years. The Company does not expect the limitation to result in a
reduction in total amount utilizable. Further, Qype’s loss carryforwards may be subject to limitations under the applicable laws of the
taxing jurisdictions due to ownership change limitations.
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As a result of certain realization requirements of the accounting guidance for stock-based compensation, the table of deferred tax
assets and liabilities shown above does not include certain deferred tax assets at December 31, 2012 and 2011 that arose directly from
(or the use of which was postponed by) tax deductions related to equity compensation in excess of compensation recognized for
financial reporting. Approximately $31.0 million of federal net operating losses and $36.1 million of state net operating losses are
related to tax stock option deductions in excess of book deductions. The Company uses the accounting guidance for income taxes for
purposes of determining when excess tax benefits have been realized.

It is the intention of the Company to reinvest the earnings from Canada, the United Kingdom and Yelp Ireland Holding Company
Limited. The Company does not provide for U.S. income taxes on the earnings of foreign subsidiaries as such earnings are to be
reinvested indefinitely. As of December 31, 2012, $0.7 million of cumulative amount of earnings upon which U.S. income taxes have

not been provided.

As of December 31, 2012, the Company has $0.6 million of unrecognized tax benefits. The Company had a nominal amount of
unrecognized tax benefits during the years ended December 31, 2011 and 2010.

A reconciliation of the beginning and ending amount of unrecognized benefits is as follows (in thousands):

2012 2011 2010

(Decrease) from Tax Authorities’ Settlements — — _

$ 611 $ 1§ 1

Balance at the end of the year

As of December 31, 2012, $0.6 million of the Company’s unrecognized tax benefits are subject to full valuation allowance and, if
recognized, will not affect the annual effective tax rate. Included in the balance of unrecognized tax benefits as of December 31, 2012,
2011 and 2010, is an immaterial amount of tax benefits that, if recognized, would affect the effective tax rate. The Company’s policy
is to record interest and penalties related to unrecognized tax benefits as income tax expense. During the years ended December 31,
2012, 2011 and 2010, the Company had an immaterial amount related to the accrual of interest and penalties.

The Company does not have any tax positions for which it is reasonably possible the total amount of gross unrecognized tax
benefits will increase or decrease within 12 months of the year ended December 31, 2012.

The Company is subject to taxation in the United States and various states and foreign jurisdictions. Due to the Company’s net
losses, substantially all of its federal, state and foreign income tax returns since inception are still subject to audit.
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On January 2, 2013, President Obama signed into law The American Taxpayer Relief Act of 2012 (“ATRA”). Under prior law, a
taxpayer was entitled to a research tax credit for qualifying amounts incurred through December 31, 2011. The ATRA extends the
research credit for two years for qualified research expenditures incurred through the end of 2013. The extension of the research credit
is retroactive and includes amounts incurred after 2011, The Company estimates the benefit that will be received as a result of the
credit extension will be approximately $0.2 million. The benefit, which will be subjected to a full valuation allowance, will be
recognized in the period of enactment, which is the first quarter of 2013.

14. RELATED-PARTY TRANSACTIONS

The Company does not have any significant related party transactions, other than contributions made to The Foundation (see Note
11). :

15. INFORMATION ABOUT REVENUE AND GEOGRAPHIC AREAS

The Company considers operating segments to be components of the Company in which separate financial information is available
that is evaluated regularly by the Company’s chief operating decision maker in deciding how to allocate resources and in assessing
performance. The chief operating decision maker for the Company is the Chief Executive Officer. The Chief Executive Officer
reviews financial information presented on a consolidated basis, accompanied by information about revenue by product line and
geographic region for purposes of allocating resources and evaluating financial performance. The Company has one business activity
and there are no segment managers who are held accountable for operations, operating results or plans for levels or components below
the consolidated unit level. Accordingly, the Company has determined that it has a single operating and reporting segment.

Revenue by geography is based on the billing address of the customer. The following tables present the Company’s revenue by
product line, as well as revenue and long-lived assets by geographic region for the periods presented (in thousands):

Net revenue

Year Ended December 31,

2012 2011 2010

Local advertising $ 109,159 $ 58,473 $ 33,759

s

Other services 7,829 7,126 1,926

|

For the year ended December 31, 2012 revenue generated in the United States was approximately 97.8% while revenue generated
internationally was 2.2%. During the years ended December 31, 2011 and 2010, all of the Company’s revenue was generated in the
United States. No individual customer accounted for 10% or more of consolidated net revenue.

Long-Lived Assets

December 31,

2012 2011 2010

All Other Countries ) 55,243 54 44

s
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Indicates management contract or compensatory plan or arrangement.

The certifications attached as Exhibit 32.1 accompany this Annual Report, are not deemed filed with the Securities and Exchange
Commission and are not to be incorporated by reference into any filing of Yelp Inc. under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date of this Annual Report,
irrespective of any general incorporation language contained in such filing.

Pursuant to applicable securities laws and regulations, the Registrant is deemed to have complied with the reporting obligation
related to the submission of interactive data files in such exhibits and is not subject to liability under any anti-fraud provisions of
the federal securities laws as long as the Registrant has made a good faith attempt to comply with the submission requirements
and promptly amends the interactive data files after becoming aware that the interactive data files fails to comply with the
submission requirements. These interactive data files are deemed not filed or part of a registration statement or prospectus for
purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for the purposes of section 18 of
the Securities Exchange Act of 1934, as amended, and otherwise are not subject to liability under those sections.




