EDGAROnline

YAHOO INC

FORM 10-K

(Annual Report)

Filed 02/28/14 for the Period Ending 12/31/13

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

YAHOO! INC.

701 FIRST AVENUE

SUNNYVALE, CA 94089

4083493300

0001011006

YHOO

7373 - Computer Integrated Systems Design
Business Services

Services

12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

M  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended December 31, 2013

OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission File Number 000-28018
Yahoo! Inc.
(Exact name of Registrant as specified in its chaet)
Delaware 77-039868¢
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
701 First Avenue
Sunnyvale, California 94089
(Address of principal executive offices, includingip code)
Registrant’s telephone number, including area code(408) 349-3300
Securities registered pursuant to Section 12(b) d¢fie Act:
Title of Each Class Name of Each Exchange on Which Registere
Common stock, $.001 par valu The NASDAQ Stock Market LLC

(NASDAQ Global Select Market)

Securities registered pursuant to Section 12(g) ¢fie Act: None
(Title of Class)

Indicate by check mark if the Registrant is a vkelbwn seasoned issuer, as defined in Rule 405c08#turities Act.  Yesv] No O
Indicate by check mark if the Registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act.  Yes[ No M
Indicate by check mark whether the Registrant éF)filed all reports required to be filed by Seweti or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 day¥es M No O
Indicate by check mark whether the Registrant blasn#tted electronically and posted on its corpokélib site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y& No O
Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K (82®% of this chapter) is not contained
herein, and will not be contained, to the best efiBtrant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Ill of this Form 10-K or any amendmenthastForm 10-K. [
Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See definitions of “large accelerated filaccelerated filer,” and “smaller reporting cpany” in Rule 12b-2 of the Exchange Act.
Large accelerated fileid Accelerated filer O
Non-accelerated filer0 (Do not check if a smaller reporting compa Smaller reporting company
Indicate by check mark whether the Registrantskell company (as defined by Rule 12b-2 of the Brge Act). Yes[O] No M
As of June 28, 2013, the last business day of #gd®ants most recently completed second fiscal quarteratigregate market value of voi
stock held by non-affiliates of the Registrant,dzhepon the closing sales price for the Registsaadmmon stock, as reported on the NASL
Global Select Market was $21,982,938,411. Sharesminon stock held by each officer and director lappn@ach person who owns 10 percent
or more of the outstanding common stock have beelu@ed inthat such persons may be deemed to be affiliatés.determination of affiliat
status is not necessarily a conclusive determindtioany other purpose.
The number of shares of the Registrant’'s commarkstatstanding as of February 14, 2014 was 1,029339.

DOCUMENTS INCORPORATED BY REFERENCE
The following documents (or parts thereof) are ipooated by reference into the following partsto$ Form 10-K:
Proxy Statement for the 2014 Annual Meeting of 8halders—Part Il Items 10, 11, 12, 13, and 14.
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Part |
ltem 1. Business
OVERVIEW

Yahoo! Inc., together with its consolidated sulssidis (“Yahoo,” the “Company,” “we,” or “us”) isglobal technology company focused on
making the worlds daily habits inspiring and entertaining. Our figisds driven by our commitment to creating highirsonalized experienc
that reach our users wherever they might be—om thebile phone, tablet or desktop. Our more thah @dlion monthly users connect to the
things that matter most to them with beautiful, @&gigg experiences across Search, CommunicatioggaDilagazines and Video—some of
which will be powered by Flickr and Tumblr.

We create value for advertisers with a streamlisedplified advertising technology stack that leages Yahoo's data, reach and analytics to
connect advertisers with their target audiencesaHuertisers, the opportunity to be a part of sis#aily habits across products and platforn
a powerful tool to engage audiences and build brayulty.

Advertisers can build their businesses through didugg to targeted audiences on our online progednd services (“Yahoo Propertieaf)d &
distribution network of third party entities (“Affates”) who integrate our advertising offeringsoitheir Websites or other offerings (“Affiliate
sites”; together with Yahoo Properties, the “Yaaiwork™). Our revenue is generated principallynfirdisplay and search advertising.

We are proud of our storied history that has ewviblwéh the Internet, beginning in 1994 when ourrfders, Jerry Yang and David Filo, then
graduate students at Stanford University, credgedy and Dave’s Guide to the World Wide Websimple directory of websites to help people
navigate the Internet. Yahoo was incorporated 8618nd is a Delaware corporation. We completedrotial public offering on April 12,

1996, and our stock is listed on the NASDAQ Globelect Market under the symbol “YHOO.” Yahoo islabgl company headquartered in
Sunnyvale, California—with offices in more than &funtries, regions and territories.

EXECUTIVE LEADERSHIP

The management team reporting to Marissa MayerCobief Executive Officer and President, is:
» David Filc—Cc-Founder & Chief Yahoc

» Ken Goldma—Chief Financial Officer

* Ron Bel—General Counsel & Secretai

» Jacqueline Res—Chief Development Officel

» Kathy Savit—Chief Marketing Officer

» Adam Caha—Senior Vice President, Mobile & Emerging Produ

» Mike Kern—Senior Vice President, Homepage & Vertici

» Laurence Man—Senior Vice President, Search Produ

» Jeffrey Bonfort—Senior Vice President, Communication Produ

e Scott Burk—Senior Vice President, Advertising and Dz

» Jay Rossit—Senior Vice President, Platforms and Personalinad®imducts
* Ned Brod—Senior Vice President, Americe

» Dawn Airey—Senior Vice President, Europe, Middle East, andcAfrand

» Rose Tso—Senior Vice President, Asia Pacif
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Our Board of Directors is composed of:

» Marissa Mayer, our CEO; Maynard Webb, our Chairmfthe Board; John Hayes; Susan James; Max LevEtgter Liguori; and Thomas
Mclnerney.

2013 BUSINESS HIGHLIGHTS: People, Products, Traffic& Revenue

During 2013, we focused our attention on triggednghain reaction of growth, which starts with mdgrithe best people who will build beauti
engaging products. Those products drive increasdfict The increased traffic generates greateediber interest, which ultimately results in
revenue growth. Our focus on people, productsfitrahd revenue in 2013 had measurable impactsiobwusiness and opportunities for future
growth as we outline below.

We are committed to building our products focusimgmobile first. Today we have over 400 million rtidy mobile users, an increase of more
than 150 million users since we launched our newbiMand Emerging Products team in October 2018aypmobile traffic represents more
than half of our 800 million monthly users (andsb@umbers do not include Internet Message Acaededel (“IMAP”) or Tumblr users). Ol
growth in mobile traffic has been the result ofesngaging and inspiring suite of new and revampeduymst experiences designed to make usel
daily habits mobile.

PEOPLE: During 2013, we have continued to invest in peoplglding out our management team and hiring exoept talent from around tl
world. We made hiring a priority and focused orruétng the best talent company-wide by implemegtinmore rigorous hiring process.

* We focused on filling several key leadership possiand addressing critical product needs. We NextiBrody as Senior Vice President,
Americas, Dawn Airey as Senior Vice President, perdiddle East, and Africa, and Sandy Gould asStior Vice President of Talent
Acquisition and Development. We also brought oresaMleaders to strengthen our Digital Magazines.Aived New York Times journalist
and editor Megan Liberman as Ed-in-Chief for Yahoo News and Katie Couric as the Glo®athor in January 201.

» We made hiring a priority and focused on attracthegbest talent to Yahoo. Over the year, we regeimore than 340,000 applications to
work at Yahoo, nearly double the number we receine2D12. We also accelerated our efforts towardsdhtechnical talent to bring
excellence to our core products. Nearly half of loives were technical taler

» In 2013, we continued to work on several key itikies that were launched in 2012 in an effort thaarte our culture and make Yahoo the
best place to work by enhancing transparency, ptiognaccountability and improving employee effiaignSome of these efforts include
quarterly performance reviews for all employeegjragsive quarterly and annual goals for the companyeams, and for individuals; and
weekly al-hands meetings to communicate transparently amsbiatably on the most important events facing then@any.

PRODUCTS: In 2013, we accelerated the pace of innovatiomdhing nearly a dozen new product experienceséogthen and expand our
core products. These investments furthered ouriomige make users’ daily habits more inspiring antertaining through beautiful, intuitive,
and innovative products.

» SEARCH: For Yahoo, Search remains one of our biggiess of focus, and in 2013 we enhanced Seamieate a better, more user-
centered experienc

° We introduced several new ad formats on SearclBi2@ 3, helping to further optimize and monetizarSle queries.
° we acquired Aviate in Q4 2013 whose technologytaieht will be critical to the future of Search—esjally contextual mobile search.

Factoring context into our Search offering opensremendous opportunities to better answer useraic® queries and make their daily
habits easiel
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» COMMUNICATIONS: In addition to Search, people cotneYahoo every day to communicate with their frigrachd family. We know how
important email is to our users and so we continuianovate our approach to everyday communicati

°© We refreshed Yahoo Mail, and followed up with nliiiterations to continue improving the experiefareour users.

© Additionally, we introduced threaded conversati@esier ways to reply to emails, and beautiful tph@aphic themes—all resulting in

improved ease of use and a much more modern erpsElience

In Q3 2013, we acquired Xobni as part of our cargthefforts to deliver the best mail experiencessrll screens. With a strong
reputation for building smart products that organipur inbox, this technology is helping us deligenore personalized, more thoughtful
and more precise mail experience making commumgatasier for our uset

» DIGITAL MAGAZINES: In addition to Search and Commiagations, content has always been a key part ob¥ahbusiness, and was a
focus of our investments in 2013. Digital Magazingbich align with our verticals, bring users pevalized, engaging content curated from
across the wel

© We launched a new Yahoo Finance, our indukgtagling business and financial news product, aatesktop, mobile web and mobile a

° Yahoo Sports was also upgraded, putting statsliglgk and footage of your favorite teams at yongértips.

°In Q1 2013, we announced the acquisition of Summlggmpany that helps simplify the way we provitfeimation—making it faster,

more precise and easier to read. The technologyweggped into our Yahoo App in less than a montimging users a new, improved
way to consume conter

» VIDEO: Video has also become an increasingly imgrutrispect of our content offerings. We contingefibtus on enhancing the user
experience and developing partnerships to bringsube best video content from across the \

°In September, we launched Yahoo Screen, our vigpergence across mobile and desktop. Screen sedksy users the absolute best

conten—including comedy, news, and live sports and cose—from across the wel
We continue to offer premium content through outrmerships with ABC News and NBC Sports.

Comedy has found a home at Yahoo with the intradoaif the Saturday Night Live (“SNL") clip archivand clips from Viacom’s
Comedy Central and MTV shows, including The Daiho® with Jon Stewart, The Colbert Report, and mére.also introduced eight
original web series this past fe

» FLICKR: With more than 10 billion photos, Flickr mtinues to be one of the world’s most comprehenghao platforms and a continued
focus of innovation for Yahot

°In Q2 2013, we successfully launched a reimagimetlirdustry-leading Flickr photo solution for mahil

° To improve the product’s functionality we added eaafiltering and editing features to iOS deviae®B 2013 and debuted in Apple’s

share sheet in i0OS7, making uploading much e

Flickr photo books, a web embed player, new auggitey and social features were all added in Q4 26dthding out a year of investing
in Flickr.

* TUMBLR: Tumblr's popularity and engagement amongators, curators and audiences of all ages brisgm#icant community of users
to our network

TRAFFIC: In 2013, we saw several positive traffic trends.tBy end of the year, Yahoo had more than 800anilihonthly users, with more
than 400 million of them joining us on mobile. Teesumbers do not include IMAP or Tumblr users.
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REVENUE: While we are focused on creating the absolute dqstriences for our users, we are also committelelivering value to our
advertisers and publishers. In 2013, we investaexiimad technology to continue strengthening tbimmitment.

* We announced a global, non-exclusive agreement@®aihgle to display ads on various Yahoo Propedigscertain co-branded sites using
Google’s AdSense for Content and AdMob servicesa@ging Google to our list of world-class context@a partners, we can serve ads tha
are even more meaningful and personalized to anst

* We introduced two new advertising formats desigioeehhance the content experience in a more inméuithd immersive wa
© Yahoo Stream Ads offer unobtrusive native ads dnatpart of a user’s Yahoo news stream.

° Billboard Ads on Yahoo.com were designed to deln@rer content interactions to users and increasfedtiveness to advertisers.

* We continue to generate business opportunitiesitfiretreamlined advertising seamlessly integraiéu tive content experience. In Q3
2013, Yahoo expanded Yahoo Stream Ads across Mdih@obile content propertie

OUR BUSINESS

USER OFFERINGS

We are focused on building beautiful products thake the world’s daily habits inspiring and enteiitey. With hundreds of Search partners, &
world-class mail platform, three industry-leadirgrticals (News, Sports and Finance), a growingwictentent offering, the photo resources of
Flickr and the social reach of Tumblr, we play sportant role in the digital lives of our more th200 million monthly users on Yahoo
Properties.

Our user offerings include:

SEARCH

Yahoo Searclserves as a starting point to navigate the Inteandtdiscover information that matters to userfgriofg rich search results rank
and organized based on their relevance to the g@enySearch continues to evolve to help userstfiedight information at the right time
through web Search.

Under our Search and Advertising Services and Sadesement (“Search Agreement”) with Microsoft Coration (“Microsoft”), Microsoft is
the exclusive algorithmic and paid search advedisiervices provider on Yahoo Properties and natusive provider of such services on
Affiliates sites. Yahoo continues to develop anghizh features around the results to enhance thehsegperience for our users. These feature
include rich results, contextual search results, fiters, related topic suggestions and more.

Yahoo Answergnables users to seek, discover and share knowdentbepinions across mobile phones, tablets aridajes

COMMUNICATIONS

Yahoo Mailconnects users to the people and things that as€important to them across mobile phones, tabletdsdesktop. In addition to
mail, we offer users integrated contacts, caleaddrmessaging products, all outfitted with oneltgt@ of storage and beautiful photo themes.
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Yahoo Messenges an instant messaging service that providestanactive and personalized way for users to coneatmunicate and she
experiences on a real-time basis. Similar to malconnect users across mobile phones, tabletdesidop.

Yahoo Groupsallows users to join groups based on shared iriteaesl involvements, providing access to messagesit calendars, polls and
other shared information.

DIGITAL MAGAZINES

Yahoo.comnbrings together the most relevant content—includfafpoo original content and partner contectsated from across the Web. (
homepage is optimized across mobile phones, tadtetslesktop.

In addition, users can see a preview of their noailtocal weather, stock quotes, sports scoresjaprand more. On our content properties, wi
generate revenue from display and search adveytiagwell as from fee-based services. Many ofpooperties are also available in mobile-
optimized versions for display on mobile phones tatdet devices, or available as native applicatiacross different operating platforms for
iOS, Android and Windows phones.

My Yahoo is a customizable homepage that gives registerex tise ability to create, configure and easily ifyditheir custom page with nev
and information from around the Web. It is a staytpoint for mobile users to bring relevant andspaalized content from across the Web anc
other Yahoo Properties to users’ devices.

Yahoo Weatheprovides users with real-time weather conditiond iaformation for their favorite cities and locat®and is available on
desktop, tablets and mobile phones.

Yahoo Newsprovides original, premium, partner, and syndicateds via text, photos, and video to engage usihswide-ranging, up-to-the-
minute coverage and analysis into topical news tsvém addition, we have a number of key contemntngaships in place, including a strategic
partnership with ABC News and the Good Morning Aiteebrand.

Yahoo Sportserves one of the largest audiences of digitaltsgarthusiasts in the world. Yahoo Sports is aretdhbly Fantasy Sports, editor
reporting, real-time scores, statistics and bragkiews, coverage of the biggest global sports syantd premium college sports coverage
through our Rivals publisher network. With awardiing writers, a leading fantasy platform and ljane tracking, Yahoo Sports delivers
experiences for every fan, every day. During 2018 also released several new products and innaatincluding:

» A redesign of Yahoo Sports to include greater aurpersonalization, and a more visual interfacpravide up-to-the-minute news, scores,
statistics, and Fantasy updates for f:

» A rebuilt Yahoo Sports mobile application and mehilebsite, which brings fans scores, statisticspdan-by-play for their favorite team:

» New mobile app experiences for Fantasy FootbakeBall, Basketball and Hockey featuring live drajtfeatures for the first time ¢
Yahoo Sports mobile

Yahoo Financeprovides a comprehensive set of financial datarimétion, and tools that help users make inforneghtial decisions. Yahoo
Finance features a robust content offering thatrisix of original editorial and syndicated news retationships with several third-party
providers and is available on mobile phones, tatdaetl desktop.

Yahoo Entertainment and Lifestylds a collection of properties focused on emergiegds and information in popular culture, women’s
issues, and media. Yahoo Celebrifovies, TV and Music are leading destinations felebrity gossip, movie, music, and TV premieresl an
awards coverage. Yahoo Shine is targeted to womepwovides tips, features and in-depth analysaéas such as well-being, food, fashion,
relationships and parenting.
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VIDEO

We provide original, premium and third-party newisance, sports, entertainment, and lifestyle videntent distributed in contextually
relevant experiences across Yahoo Properties.

Yahoo Screeris a video destination site where videos from ac@hoo Properties are aggregated and watche®13, 2ve launched a brand
new experience on Yahoo Screen for desktop congpataet mobile web that lets users easily flip thtoalgannels of their favorite content—
just like TV. We also launched applications on n@atforms including iPhone, iPad, and Apple TV, anldied new partners including SNL
Viacom.

Yahoo Smart TMs a software platform that enhances televisioaufh engaging interactive experiences. Yahoo SmMait accessible on
certain televisions of major manufacturers inclgdBamsung and VIZIO. We generate revenue fronofiiésing through advertising and an
application store.

FLICKR

Flickr is a web and mobile photo management andrafpaervice that makes it easy for users to upletate, organize, and share their photos.
Flickr offers all members one terabyte of free @&gg. Members also have the ability to purchaseeqatibhooks of their photos.

TUMBLR

Tumblr offers a web service and mobile applicati@uesticularly on the iOS and Android platformsatlallow users to create and share contel
of all kinds—including images, video, audio, anktt@nd to follow their interests and passionshim Tumblr Dashboard stream. Tumblr's
primary form of monetization is native brand adigmg within the Tumblr Dashboard. In addition, Thimgenerates revenue by enabling a
marketplace for the sale of third-party developkxd themes and licensing its real-time feed of g@aerated posts. At the end of 2013,
Tumblr was home to nearly 150 million blogs andrd#e billion posts, reaching an audience of hunsligdnillions of people worldwide each
month.

ADVERTISER OFFERINGS

As one of the Web’s largest publishers and the owhkading properties across multiple contenégaties, Yahoo provides a canvas of
personalized content and experiences where advertisan connect with users in a meaningful way.efiisers seek partners that can address
their business objectives, from high-impact bragdiampaigns that generate awareness among constant@cical campaigns that drive
specific audiences to action. We have aligned esmourrces and developed a new, unified approacigitaldadvertising across search, native,
audience, premium display, and video advertisifgesE products are supported by Yahoo's platforta @ad analytical tools, with insights
into the daily digital habits of more than 800 ioili people worldwide.

Search AdvertisingThe Yahoo Bing Network connects advertisers wittaadience of hundreds of millions of users, with slipport of
strategic account teams, reporting, analytics,exteinsive campaign controls. Yahoo continues tafan developing new search ad forma
engage users across devices, including personaeaadh retargeting, click-to-call functionalitysearch ads, sitelink extensions, location
extensions, product ads and more.

Native Advertisingprovides brand new ways for advertisers to engagie audience across devices on Yahoo's netwol&aafing consumer
products. Yahoo's native advertising offerings int# Yahoo Stream Ads (served within content streaensss our media properties and in
Mail); Yahoo Image Ads (HD-quality image-rich adswed within native image environments and slides)pand Tumblr Sponsored Posts—
all powered by the Yahoo Advertising platform. Besa native ads are a seamless part of a user'sexpe, they can help deliver higher
impact for advertisers.
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Yahoo Audience Adallow advertisers to buy display, video and mohilis targeted to specific audiences. Yahoo Audidunisedeliver the
right messages to the right users across Yahoaotied high-quality sites with the scale and targgprecision of real-time programmatic
buying. Yahoo Audience Ads offer optimized, ddtaren ad buying with enhanced analytics. Advertideave access to a comprehensive s
audience data, combining Yahoo data with adverdatés and third-party data, all usable on an exténmbol of high-quality inventory.

Yahoo Premium Ad®ffer the largest digital advertising canvas faariit and performance advertisers on the web. We loifja-impact
advertising opportunities on the Yahoo Homepagédio6és leading vertical content properties; YahodlMaogram sponsorships of major
events; and premium video placements—all with austdegrations, personalization and targeting timdite advertisers’ brands with
consumers’ digital daily habits.

Yahoo Videds a premium video advertising platform anchoredriajoo’s award-winning original programming and ldeclass partner
content. Yahoo Video connects brands to their teaigdience at scale through a complete set of dsivey opportunities including video
channels, video programs, audience targeting, ledhedtertainment, live events, and ad placemeatttur before, during and after a video
rolls.

A SIMPLIFIED AD PLATFORM

Yahoo Ad Manageis a simplified ad platform that gives advertisgirect, hands-on access to Yahoo's advertisingymrisd Yahoo Stream
Ads, Yahoo Image Ads and Tumblr Sponsored Postepahby Yahoo Advertising are available through &@Ad Manager, with a simple
user interface that helps advertisers get adsemim matter of minutes, with insights and anas/built in.

Yahoo Ad Manager Pluss an extension of Yahoo Ad Manager for larger atilsers to plan, execute and optimize complex digpld
campaigns directly, giving them greater controlrabe performance of their ads on Yahoo and thadypprogrammatic inventory. Yahoo
offers managed services through Yahoo Ad Manages fér advertisers who want custom audience dafmiticher campaign measurement
and insights, access to exclusive inventory, vgpideing options, and full-service campaign optiatian.

Yahoo Ad Exchangenables advertisers to easily target global audeacross Yahoo Properties, Affiliate sites anémoplublisher sites on
mobile and the Web. Enhanced campaign measurepwstand insights are provided to optimize audigaogeting and ad formats and
placements as a means of increasing return on téshresid spend.

PUBLISHER OFFERINGS

We work with high-quality publishers to attract nawdiences and create engaging experiences abheo®éab. We monetize these experience
with a set of application programming interface&R1s”) and tools to grow partner businesses. Wi#tse offerings, publishers are able to
participate in the Yahoo Search and Bing Unifiedr8k Marketplaces as well as the Yahoo Ad Exchémigéisplay advertising.

PRODUCT DEVELOPMENT

Yahoo continually launches, improves, and scaledymts and features to meet evolving user, adeer@sd publisher needs. Most of our
software products and features are developed witgrdoy our employees. In some instances, howavemight purchase technology and
license intellectual property rights if the oppaiity is strategically aligned, operationally comipl, and economically advantageous. While it
may be necessary in the future to seek or ren@msies relating to various aspects of our produadelieve based on past experience and
industry practice that such licenses generallyatel obtained on commercially-reasonable termsb®lieve our continuing innovation and
product development are not materially dependeahwmy single license or other agreement withra {harty relating to the development of
our products.



Table of Contents

Yahoo's product teams include a broad array ofreegying and product talent and support a largeéquodf the Yahoo product portfolio and
technology infrastructure. Our product teams haggegise in consumer applications (Web/Mobile) Jaioke software platforms, information
retrieval, machine learning and science, editoniatyorking/communications technologies, and preegiem layer frameworks.

Our engineering and production teams are priméodgited in our Sunnyvale, California, headquartBes)galore, India, and Beijing, China.
Product development expenses for 2011, 2012, ah8 @faled approximately $919 million, $886 milliand $1 billion, respectively, which
included stock-based compensation expense of $ibm$74 million, and $83 million, respectively.

M&A ACTIVITY

As part of our overall strategy, we focused on &itions in 2013 that help us achieve three diffiéigoals. The first is to grow our technical
talent base. Our acquisition of Stamped is a goadhgle of this, where the team came to Yahoo aodsed on building the Yahoo Screen
mobile experience which launched in Q3 2013. Secsd enhance our technology and core produétsings. Our 2013 acquisition of
Summly is an example where we acquired the sumataiztechnology that was initially incorporatedoiar Yahoo App last Spring and
continued with the launch of Yahoo News Digest thZD14. Third, is to expand audience and engager@emtacquisition of Tumblr in Q2
2013 is an example where we gained access to @agedgommunity of younger users that complemertedare audience.

We expect to make additional acquisitions and efiatinvestments in the future.

GLOBAL OPERATIONS

We manage our business geographically. The primiggs of measurement and decision-making are AasetMEA (Europe, Middle East,
and Africa), and Asia Pacific. Additional informatti required by this item is incorporated hereinrddfgrence to Note 18—"Segments” of the
Notes to our consolidated financial statementscivhippears in Part 11, Item 8 of this Annual Remort~orm 1-K.

We own a majority or 100 percent of all of thesteiinational operations (except in Australia and Ni&land, China, and Japan where we
have joint ventures and/or noncontrolling interpdfge support these businesses through a netwariioés worldwide.

Revenue is primarily attributed to individual cougs$ according to the international online propéinigt generated the revenue.

Information regarding risks involving our interratal operations is included in Part I, Item 1A ‘Risactors” of this Annual Report on Form
10-K and is incorporated herein by reference.

SALES

We maintain three primary channels for selling advertising services: field, mid-market, and resé&dimall business. Our field advertising
sales team sells display advertising in all markets search advertising to premium advertisers nuhgeSearch Agreement with Microsoft.
Our mid-market channel sells our services to meebizad businesses, while our reseller/small businbannel enables us to sell advertising
services to additional regional and small busirseb@rtisers. In 2013, we reorganized our U.S. dakeg from a regional structure to a vertical
structure providing one, customer-centric solut@our customers. We believe that this will allosvta provide the best solutions across all of
our products based on a deeper understanding austwmers’ businesses.
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In the U.S., we employ sales professionals in mpigtiocations, including Atlanta, Boston, Burbafhicago, Dallas, Detroit, Hillsboro, Los
Angeles, Miami, New York, Omaha, San Francisco, &adnyvale. In international markets, we eitherehanr own internal sales professior
or rely on our established sales agency relatigsshi more than 50 countries, regions, and teregor

No individual customer represented more than 10querof our revenue in 2011, 2012, or 2013. Revemaker the Search Agreem:
represented approximately 20 percent, 25 percedt34 percent of our revenue for the years endegber 31, 2011, 2012 and, 2013,
respectively.

Internet usage is subject to seasonal fluctuatiyps;ally declining during customary summer vagatperiods and increasing during the fourtt
quarter holiday period due to higher online retativity. These seasonal patterns have affectetinenexpect will continue to affect, our
business and quarterly sequential revenue grovgis.ra

MARKETING

Yahoo is one of the most recognized brands in thdxOur products, services, and content enabte as#iract, retain, and engage users,
advertisers, and publishers. Our marketing teargagmin each step of the development, deploymadtireanagement of products and
services, and in content design. Our marketing tedhinelp shape our offerings to better markenthi® our potential and existing users.

COMPETITION

We face significant competition from online med@rpanies, social media and networking sites, @it print and broadcast media, search
engines, and various e-commerce sites. Our coropgetiiclude Google, Facebook, Microsoft, and AOkv&al of our competitors offer an
integrated variety of Internet products, advergisservices, technologies, online services and/otect in a manner similar to us that compete
for the attention of our users, advertisers, ardigliers. We also compete with these companiebt@iroagreements with third parties to
promote or distribute our services. In addition,ceepete with social media and networking sitesciviaire attracting an increasing share of
users, users’ online time and online advertisingpda

We compete with advertising networks, exchangemadhe side platforms and other platforms, such am@cAdSense, DoubleClick Ad
Exchange, AOL’s Ad.com and Microsoft Media Netwaoak, well as traditional media companies for a sbéeglvertisers’ marketing budgets
and in the development of the tools and systemm#oraging and optimizing advertising campaigns.

In a number of international markets, especialgsthin Asia, Europe, the Middle East and Latin Aoaerwe face substantial competition from
local Internet service providers and other portadd offer search, communications, and other cornialkservices and often have a competitive
advantage due to dominant market share in theitdges, greater local brand recognition, focusamsingle market, familiarity with local tastes
and preferences, or greater regulatory and opesdtitexibility.

Yahoo's competitive advantage centers on the fattwe make people’s daily digital habits more gateing—this includes daily activities
like communicating, searching, reading and shanfmmation. We believe our principal competitiieesigths include the usefulness,
accessibility, integration, and personalizatiothaf online services that we offer; the quality somalization, and presentation of our search
results; and the overall user experience on ouliggpremium content properties and other Yaho@énttes. Our principal competitive
strengths relating to attracting advertisers arligliers are the reach, effectiveness, and effigieri our marketing services as well as the
creativity of the marketing solutions that we offdReach” is the size of the audience and/or demyuigjic that can be accessed through the
Yahoo Network. “Effectiveness” for advertisershg tachievement of marketing objectives, which wapsut by developing campaigns,
measuring the
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performance of these campaigns against their obgesctand optimizing their objectives across thé@dtaNetwork. “Effectiveness” for
publishers is the monetization of their online @mdies. “Efficiency” is the simplicity and ease séwf the services we offer advertisers and
publishers.

Additional information regarding competition is lnded in Part |, Item 1A “Risk Factors” of this Amal Report on Form 10-K and is
incorporated herein by reference.

INTELLECTUAL PROPERTY

We create, own, and maintain a wide array of iat¢llal property assets that we believe are amongost valuable assets. Our intellectual
property assets include patents and patent applisatelated to our innovations, products and sesiitrademarks related to our brands,
products and services; copyrights in software apdtive content; trade secrets; and other intelidgiroperty rights and licenses of various
kinds. We seek to protect our intellectual propetgets through patents, copyrights, trade setrademarks and laws of the U.S. and other
countries, and through contractual provisions. \Wereinto confidentiality and invention assignmagteements with our employees and
contractors, and utilize non-disclosure agreemwiitsthird parties with whom we conduct businessider to secure and protect our
proprietary rights and to limit access to, andldisare of, our proprietary information. We consitier Yahoo! trademark and our many relatec
company brands to be among our most valuable assetsve have registered these trademarks in tBednd other countries throughout the
world and actively seek to protect them. We haserised in the past, and expect that we may lidertbe future, certain of our technology ¢
proprietary rights, such as trademark, patent, igpt; and trade secret rights, to third parties.

Additional information regarding certain risks reld to our intellectual property is included in Hattem 1A “Risk Factors” of this Annual
Report on Form 10-K and is incorporated hereindignence.

EMPLOYEES

As of December 31, 2013, we had approximately X2fa0-time employees and fixed term contractorar @iture success is substantially
dependent on the performance of our senior managesne key technical personnel, as well as ourigoimy ability to attract, maintain the
caliber of, and retain highly qualified technioakecutive, and managerial personnel. Additionarimation regarding certain risks related to
our employees is included in Part I, Item 1A “Riskctors” of this Annual Report on Form 10-K anéhisorporated herein by reference.

AVAILABLE INFORMATION

Our Website is located at http://www.yahoo.com. westor relations Website is located at httpuéistor.yahoo.net. We make available free
of charge on our investor relations Website unéé@nancial Info” our Annual Reports on Form 10-K, @ierly Reports on Form 10-Q, Current
Reports on Form 8-K, and any amendments to thgs®tseas soon as reasonably practicable after @strehically file or furnish such
materials to the U.S. Securities and Exchange Casian (“SEC”). The SEC maintains a Website thataios reports, proxy and information
statements, and other information regarding ourdd at http://www.sec.gov

12



Table of Contents

Item 1A.  Risk Factors
We face significant competition for users, advedtis, publishers, developers, and distributors.

We face significant competition from online med@rpanies, social media and networking sites, @it print and broadcast media, search
engines, and various e-commerce sites. In a nuofbeternational markets, especially those in AEarope, the Middle East and Latin
America, we face substantial competition from Ido&rnet service providers and other portals dffi@r search, communications, and other
commercial services.

Several of our competitors offer an integratedetgrof Internet products, advertising serviceshibetogies, online services and content in a
manner similar to Yahoo. We compete against thedeother companies to attract and retain usergréders, developers, and third-party
Website publishers as participants in our Affiliaetwork, and to obtain agreements with third partd promote or distribute our services. We
also compete with social media and networking siteieh are increasingly used to communicate andesindormation, and which are
attracting a substantial and increasing shareafusisers’ online time, and online advertisindatsl

A key element of our strategy is focusing on mopileducts and mobile advertising formats, as welhareasing our revenue from mobile. A
number of our competitors have devoted significasburces to the development of products and s=r¥ar mobile devices. Currently our
revenue from mobile is not material and our competihave mobile revenue significantly greater thars. If we are unable to develop
products for mobile devices that users find engagimd that help us grow our mobile revenue, ourgditive position, our financial condition
and operating results could be harmed.

In addition, a number of competitors offer produantsl services that directly compete for users withofferings, including e-mail, search,
sports, news and finance. Similarly, the adverigsiatworks operated by our competitors or by offzeticipants in the display marketplace
offer advertising exchanges, ad networks, dematel @atforms, ad serving technologies, sponsorattefferings, and other services that
directly compete for advertisers with our offeringj¢e also compete with traditional print and braesianedia companies to attract domestic
and international advertising spending. Some ofexisting competitors and possible entrants may lggeater brand recognition for certain
products and services, more expertise in particukmket segments, and greater operational, steatiegihnological, financial, personnel, or
other resources than we do. Many of our compethiax®e access to considerable financial and techm@saurces with which to compete
aggressively, including by funding future growttdaxpansion and investing in acquisitions, techgiele, and research and development.
Further, emerging start-ups may be able to innoaateprovide new products and services fasterweoan. In addition, competitors may
consolidate or collaborate with each other, and cemwpetitors may enter the market. Some of our &titgps in international markets have a
substantial competitive advantage over us becéesehiave dominant market share in their territoties’e greater local brand recognition, are
focused on a single market, are more familiar \Watal tastes and preferences, or have greateratguland operational flexibility due to the
fact that we may be subject to both U.S. and foreggulatory requirements.

If our competitors are more successful than wearadeveloping and deploying compelling product$noattracting and retaining users,
advertisers, publishers, developers, or distrimjtoar revenue and growth rates could decline.

We generate the majority of our revenue from displand search advertising, and the reduction in splérg by or loss of current or potentii
advertisers would cause our revenue and operatieguits to decline.

For the twelve months ended December 31, 2013¢ei@ept of our total revenue came from display aadch advertising. Our ability to retain
and grow display and search revenue depends upon:

* maintaining and growing our user base and popylasgtan Internet destination si

» maintaining the popularity of our existing produatsl introducing engaging new products and makinghnew and existing products
popular and distributable on mobile and other atiive devices and platform
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* maintaining and expanding our advertiser base and@d mobile device
» broadening our relationships with advertisers talf- and mediur-sized businesse

» successfully implementing changes and improventertsir advertising management platforms and olitgittie acceptance of our
advertising management platforms by advertiserdyditee publishers, and online advertising netwa

» successfully acquiring, investing in, and implenregmnew technologies and strategic partnerst

» successfully implementing changes in our salesfmales development teams, and sales stre

 continuing to innovate and improve the monetizatiapabilities of our display advertising and molpiteducts;

« effectively monetizing mobile and other search s

 continuing to innovate and improve u¢ search experience

» maintaining and expanding our Affiliate program $march and display advertising services;

 deriving better demographic and other informatibouw our users to enable us to offer better expeeg to both our users and advertis

In most cases, our agreements with advertisers &déeen of one year or less, and may be termiraitady time by the advertiser or by us.
Search marketing agreements often have paymenemdept upon usage or click-through levels. Accalgint is difficult to forecast display
and search revenue accurately. In addition, oueres@ levels are based in part on expectationgufefuevenue, including occasional
guaranteed minimum payments to our Affiliates inmection with search and/or display advertisingl, are fixed over the short-term in some
categories. The state of the global economy, groatthof the online advertising market, and avditgtof capital has impacted and could
further impact the advertising spending patternsufexisting and potential advertisers. Any retucin spending by, or loss of, existing or
potential advertisers would negatively impact awenue and operating results. Further, we may bblero adjust our expenses and capital
expenditures quickly enough to compensate for av@xpected revenue shortfall.

If we do not manage our operating expenses effeadify our profitability could decline

We plan to continue to manage costs to better aoé efficiently manage our business. However, @arating expenses might increase as ws
expand our operations in areas of desired grovettitirue to develop and extend the Yahoo brand, funduct development, build or expand
data centers, acquire additional office space,camtinue to make talent acquisitions and to accume integrate complementary businesse:
technologies. If our expenses increase at a grpatar than our revenue, or if we fail to effectyvelanage costs, our profitability will decline.

If we are unable to provide innovative search exjgerces and other products and services that genesagnificant traffic to our Websites
our business could be harmed, causing our revenoalécline.

Internet search is characterized by rapidly chaptgehnology, significant competition, evolving usdry standards, and frequent product and
service enhancements. Even though we have sulaghactmpleted the transition to Microsoft’s platio, we still need to continue to invest
and innovate to improve our users’ search expegiémcontinue to attract, retain, and expand oer hase and paid search advertiser base. V
also need to continue to invest in and innovatéhermobile search experience.

We also generate revenue through other online ptednd services, such as Yahoo Mail, and contmirnovate the products and services
that we offer. The research and development of teetnologically advanced products is a complexgss that requires significant levels of
innovation and investment, as well as
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accurate anticipation of technology, market andsaamer trends. If we are unable to provide innoeagixoducts and services which generate
significant traffic to our Websites, our businessld be harmed, causing our revenue to decline.

Risks associated with our Search Agreement with M&oft may adversely affect our business and opiagtesults.

Under our Search Agreement with Microsoft, Micrdssfthe exclusive algorithmic and paid searchises/provider on Yahoo Properties and
non-exclusive provider of such services on Affdigites for the transitioned markets. Approxima8diypercent, 25 percent, and 20 percent of
our revenue for 2013, 2012 and 2011, respectivedye attributable to the Search Agreement. Oumssi and operating results would be
adversely affected by a significant decline inassl of this revenue.

Implementation of our Search Agreement with Micfosommenced on February 23, 2010. We have congptagetransition of our
algorithmic search platform to the Microsoft platfoand have substantially completed transitionaifl search.

In September 2013, the Company advised Microsafte were delaying the transition of paid seanchdiwan and Hong Kong. Microsoft
disagreed with the delay and the parties engagkiigation regarding the transition of these mask& he transition of paid search in Taiwan
and Hong Kong was completed in December 2013; hewdicrosoft could seek recovery of its costs dathages.

Under the Search Agreement, Microsoft initially gt to guarantee Yahoo's revenue per search (“RR®aBtee”pn Yahoo Properties for :
months after the transition of paid search serio@dicrosoft’s platform in each market based oa difference in revenue per search betweer
the pre-transition and post-transition periods egrdain other factors. Paid search services itJtlse and Canada transitioned to Microsoft’s
platform in the fourth quarter of 2010, other maski®llowed as described above. To date, therdobar a gap in revenue per search between
pre-transition and post-transition periods in mmoatkets and the payments under the RPS Guaranteentended to compensate for the
difference. In the fourth quarter of 2011, Micrasadreed to extend the RPS Guarantee in the UdSCanada through March 2013, and in the
second quarter of 2013 Microsoft extended the RB&&tee in the U.S. through March 2014. In Jurdg2Microsoft and Yahoo agreed uf
the RPS Guarantee payment amounts to be paidftw tiee quarters ended December 31, 2012, MarcB@I3 and June 30, 2013. We also
agreed to fixed quarterly payments in lieu of tie#SRGuarantee in the U.S. for the quarters endipteB®er 30, 2013, December 31, 2013 an
March 31, 2014. In addition, we agreed to waiveright to receive any future RPS Guarantee payniardgh markets except Taiwan and Hc
Kong.

To the extent the fixed quarterly payments andRR$ Guarantee payments we receive from Microsoftaddully offset any shortfall relating
to revenue per search in the transitioned markeasp shortfall continues after the expirationtwd fixed quarterly payments and RPS
Guarantee payments, our search revenue and pititijtaould decline. Notwithstanding the fixed queanry payments or any RPS Guarantee
payments we may receive from Microsoft, our contpetimay continue to increase revenue, profitahitind market share at a higher rate 1
we do.

As mobile advertising continues to evolve and peadpkcreasingly access our products via mobile desicather than PCs, our financie
results may be adversely impacted if our mobilesiifigs are not widely adopted by users, advertiserd device manufacturers or if we do
not generate adequate revenue from our mobile affigs.

The number of people who access the Internet througpile devices rather than a PC, including matailephones, smartphones and tablets,
increasing and will likely continue to increaserdedically. Approximately half of our monthly usexse now joining us on mobile. In addition,
search queries are increasingly being undertakendgh mobile devices. We expect our ability to grawvertising revenue will become
increasingly dependent on our ability to generatenue from ads displayed on mobile devices.
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A key element of our strategy is focusing on mobieices and we expect to continue to devote sagmif resources to the creation and sug
of developing new and innovative mobile productd services. However, if our new mobile products s@lices, including new forms of
Internet advertising for mobile devices, are notenattractive and successful in attracting andmigtg users, advertisers and device
manufacturers than those of our competitors anddajenerate and grow revenue, our operating exaahéial results will be adversely
impacted.

To the extent that an access provider or deviceufaaturer enters into a distribution arrangemert wne of our competitors, or as our
competitors design, develop, or acquire contraltdrnative devices or their operating systemsfawe an increased risk that our users will
favor the services or properties of that compethde are dependent on the interoperability of aodpcts and services with mobile operating
systems we do not control. The manufacturer orsscpeovider might promote a competitor’'s servicesimht impair users’ access to our
services by blocking access through their devicds/aot making our services or apps available ieaalily-discoverable manner on their
devices. If distributors impair access to or refigsdistribute our services or apps, then our eegagement and revenue could decline.

If we are unable to license or acquire compellingritent and services at reasonable cost or if wendbdevelop or commission compellii
content of our own, the number of users of our se®s may not grow as anticipated, or may declineusers’ level of engagement with our
services may decline, all or any of which could naiour operating results

Our future success depends in part on our abdigggregate compelling content and deliver thaterdrthrough our online properties. We
license from third parties much of the content aexvices on our online properties, such as newssitstock quotes, weather reports, video,
and maps. We believe that users will increasinginand highguality content and services. We may need to makstantial payments to thi
parties from whom we license or acquire such cdrdeservices. Our ability to maintain and builthtenships with such third-party providers
is critical to our success. In addition, as usecsdasingly access the Internet via mobile andrahernative devices, we may need to enter int
amended agreements with existing third-party preréido cover the new devices. We may be unablatey éto new, or preserve existing,
relationships with the thirgarties whose content or services we seek to abitaaddition, as competition for compelling coritercreases bot
domestically and internationally, our third-partyyiders may increase the prices at which theyradffeir content and services to us, and
potential providers may not offer their contenservices to us at all, or may offer them on terinas &re not agreeable to us. An increase in th
prices charged to us by third-party providers cdwddm our operating results and financial conditieurther, because many of our content anc
services licenses with third parties are non-exedyother media providers may be able to offeiilsinor identical content. This increases the
importance of our ability to deliver compelling &dial content and personalization of this confentusers in order to differentiate Yahoo fr
other businesses. If we are unable to license quisccompelling content at reasonable cost, iEottompanies distribute content or services
that are similar to or the same as that providedd)yr if we do not develop or commission compglieditorial content or personalization
services, the number of users of our services magrmw as anticipated, or may decline, or usergl of engagement with our services may
decline, all or any of which could harm our opergtiesults.

Acquisitions and strategic investments could resualiadverse impacts on our operations and in unanpiated liabilities.

We have acquired, and have made strategic investrirera number of companies (including throughtj@entures) in the past, and we expect
to make additional acquisitions and strategic imesits in the future. Such transactions may résuiiutive issuances of our equity securiti
use of our cash resources, and incurrence of aebamortization expenses related to intangibletas®r acquisitions and strategic
investments to date were accompanied by a numbrsist including:

« the difficulty of assimilating the operations aretgonnel of acquired companies into our operati
« the potential disruption of our ongoing business distraction of managemei
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* the incurrence of additional operating losses getating expenses of the businesses we acquitiedadrich we investec
* the difficulty of integrating acquired technologydarights into our services and unanticipated egpsmelated to such integratit

* the failure to successfully further develop an a@glibusiness or technology and any resulting inmpaint of amounts currently capitalized
as intangible asset

« the failure of strategic investments to perforneagected or to meet financial projectio

 the potential for patent and trademark infringensemd data privacy and security claims against togiieged companies, or companies in
which we have investe

+ litigation or other claims in connection with acsjtibns, acquired companies, or companies in wiielhave investec

» the impairment or loss of relationships with custesnand partners of the companies we acquiredwhich we invested or with our
customers and partners as a result of the integrafiacquired operation

« the impairment of relationships with, or failurertgain, employees of acquired companies or owstiegj employees as a result of integra
of new personne

« our lack of, or limitations on our, control oveetbperations of our joint venture compan
« the difficulty of integrating operations, systeraad controls as a result of cultural, regulatoygtems, and operational differenc

 in the case of foreign acquisitions and investmehtsimpact of particular economic, tax, currermyljtical, legal and regulatory risks
associated with specific countries; ¢

« the impact of known potential liabilities or liaibiés that may be unknown, including as a resulhaflequate internal controls, associated
with the companies we acquired or in which we itee:

We are likely to experience similar risks in contigat with our future acquisitions and strategiceatments. Our failure to be successful in
addressing these risks or other problems encouhierennection with our past or future acquisii@nd strategic investments could cause u:
to fail to realize the anticipated benefits of saciuisitions or investments, incur unanticipatedilities, and harm our business generally.

We may be required to record a significant chargedarnings if our goodwill, amortizable intangiblassets, investments in equity interests,
including investments held by our equity method @stees, or other investments become impaired.

We are required under generally accepted accouptingiples to test goodwill for impairment at leasnually and to review our amortizable
intangible assets and investments in equity inter@scluding investments held by our equity methoekstees, for impairment when events or
changes in circumstance indicate the carrying valag not be recoverable. Factors that could leashpairment of goodwill and amortizable
intangible assets (including goodwill or assetauireql via acquisitions) include significant advecbanges in the business climate and actt
projected operating results (affecting our compasya whole or affecting any particular reporting)uend declines in the financial condition
our business. Factors that could lead to impairroéirtvestments in equity interests include a pnglked period of decline in the stock price or
operating performance of, or an announcement oérm@évchanges or events by, the companies in whicinwested or the investments held by
those companies. Factors that could lead to aniimpat of U.S. government securities, which congtita significant portion of our assets,
include any downgrade of U.S. government debt acem about the creditworthiness of the U.S. gavemt. We have recorded and may be
required in the future to record additional chargesarnings if our goodwill, amortizable intangilassets, investments in equity interests,
including investments held by our equity investeexther investments become impaired. Any suchgeshevould adversely impact our
financial results.
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Fluctuations in foreign currency exchange rates maglversely affect our operating results and finaattondition.

Revenue generated and expenses incurred by oumatitsal subsidiaries and equity method investeeften denominated in the currencies
of the local countries. As a result, our consokdat).S. dollar financial statements are subjeéiutiuations due to changes in exchange rat
the financial results of our international subsidis and equity method investees are translated ffooal currencies into U.S. dollars. Our
financial results are also subject to changes almamge rates that impact the settlement of traiogecin non-local currencies. The carrying
values of our equity investments in our equity stees are also subject to fluctuations in the exghaates of foreign currencies.

We use derivative instruments, such as foreigreouy forward contracts, to partially offset certakposures to fluctuations in foreign
currency exchange rates. The use of such instrenmesy not offset any, or more than a portion, efdadverse financial effects of unfavorable
movements in foreign currency exchange rates. Aagds on these instruments that we experience dvaysely impact our financial results,
cash flows and financial condition. Further, we dned portion of our net investment in Yahoo Japah gurrency forward contracts. If the
Japanese yen appreciated at maturity beyond tiefdrcontract execution rates, we would be requiveskttle the contract by making a cash
payment which could be material and could adversapact our cash flows and financial condition. et Il, tem 7A—"Quantitative and
Qualitative Disclosures About Market Risk” of tfsnual Report.

Our business depends on a strong brand, and faillegnaintain or enhance the Yahoo brands in a cadtective manner could harm our
operating results.

Maintaining and enhancing our brands is an impo@apect of our efforts to attract and expand @er uadvertiser, and Affiliate base. We
believe that the importance of brand recognitioth wtrease due to the relatively low barriers trg in certain portions of the Internet market.
Maintaining and enhancing our brands will depemddly on our ability to provide high-quality, innative products and services, which we
might not do successfully. We have spent and expezsppend considerable money and resources orstaklishment and maintenance of our
brands, as well as advertising, marketing, andrdirend-building efforts to preserve and enhaneesgmer awareness of our brands. Our
brands may be negatively impacted by a numberatbfa such as service outages, product malfunctaata protection and security issues,
exploitation of our trademarks by others withoutpission, and poor presentation or integrationwfsearch marketing offerings by Affiliates
on their sites or in their software and services.

Further, while we attempt to ensure that the qualitour brands is maintained by our licensees lioansees might take actions that could
impair the value of our brands, our proprietanhtsg or the reputation of our products and medipe@ities. If we are unable to maintain or
enhance our brands in a cost-effective mannef,vee incur excessive expenses in these effortshbusiness, operating results and financial
condition could be harmed.

We are regularly involved in claims, suits, goverent investigations, and other proceedings that ntagult in adverse outcomes.

We are regularly involved in claims, suits, goveamninvestigations, and proceedings arising froendtdinary course of our business,
including actions with respect to intellectual pedy claims, privacy, consumer protection, inforimatsecurity, data protection or law
enforcement matters, tax matters, labor and empoyiclaims, commercial claims, as well as actionslving content generated by our users
stockholder derivative actions, purported clasimadawsuits, and other matters. Such claims, sg@sernment investigations, and proceed
are inherently uncertain and their results canegbriedicted with certainty. Regardless of the auteosuch legal proceedings can have an
adverse impact on us because of legal costs, @hven$ management and other personnel, and otltsria In addition, it is possible that a
resolution of one or more such proceedings cowddItén reputational harm, liability, penalties,sanctions, as well as judgments,
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consent decrees, or orders preventing us frominfferertain features, functionalities, productsservices, or requiring a change in our
business practices, products or technologies, wdacitd in the future materially and adversely afimer business, operating results, and
financial condition. See Note 12—*Commitments arahtthgencies” in the Notes to our consolidatedritial statements.

On May 15, 2013, the Superior Court of Justicetlier Federal District of Mexico reversed a judgmait.S. $2.75 billion that had been
entered against us and our subsidiary, Yahoo! Mexica lawsuit brought by plaintiffs Worldwide Bitories S.A. de C.V. and ldeas
Interactivas, S.A. de C.V. The plaintiffs have aglpd. We believe the plaintiffs’ claims are withéegal or factual merit. We do not believe
that it is probable the judgment will be reinstatedappeal, however we cannot predict the timing décision or assure the ultimate outcome
of the pending or further appeals. If we are ultiharequired to pay all or a significant portiohtlee judgment, together with any potential
additional damages, interests and costs, it woale: la material adverse effect on our financial d¢@rd results of operations and cash

flows. We will also be required to record an actfaathe judgment if we should determine in thaufe that it is probable that we will be
required to pay the judgment.

Our intellectual property rights are valuable, arahy failure or inability to sufficiently protect tem could harm our business and our
operating results.

We create, own, and maintain a wide array of cabys, patents, trademarks, trade dress, tradetsegghts to domain names and other
intellectual property assets which we believe afkectively among our most valuable assets. We se@kotect our intellectual property assets
through patent, copyright, trade secret, tradensr®l,other laws of the U.S. and other countrigh®fworld, and through contractual
provisions. However, the efforts we have takenrtdgrt our intellectual property and proprietaghts might not be sufficient or effective at
stopping unauthorized use of those rights. Praieaif the distinctive elements of Yahoo might netays be available under copyright law or
trademark law, or we might not discover or detemrtime full extent of any unauthorized use of oynyeights and trademarks in order to pra
our rights. In addition, effective trademark, pat@opyright, and trade secret protection mightbretvailable or cosffective in every count

in which our products and media properties areitisied or made available through the Internet.r@lea in patent law, such as changes in th
law regarding patentable subject matter, could iagact our ability to obtain patent protection éwr innovations. In particular, recent
amendments to the U.S. patent law may affect oilityatm protect our innovations and defend agairiatms of patent infringement. Further,
given the costs of obtaining patent protection,might choose not to protect (or not to protectams jurisdictions) certain innovations that
later turn out to be important. There is also k& tiigt the scope of protection under our patentg mad be sufficient in some cases or that
existing patents may be deemed invalid or unenédriee To help maintain our trade secrets, we hatered into confidentiality agreements
with most of our employees and contractors, andidentiality agreements with many of the partiesrwirhom we conduct business, in order
to limit access to and disclosure of our proprigtaformation. If these confidentiality agreemeate breached it could compromise our trade
secrets and cause us to lose any competitive aaty@aprovided by those trade secrets.

If we are unable to protect our proprietary rigintsn unauthorized use, the value of our intellecpraperty assets may be reduced. In addi
protecting our intellectual property and other piegary rights is expensive and time consuming. Atyease in the unauthorized use of our
intellectual property could make it more expensiveo business and consequently harm our operagmgts.

We are, and may in the future be, subject to inéellual property infringement or other third-partyl@ms, which are costly to defend, could
result in significant damage awards, and could linaur ability to provide certain content or use ¢ain technologies in the future.

Internet, technology, media, and patent holding mames often possess a significant number of paténtther, many of these companies and
other parties are actively developing or purchasiaych, indexing, electronic commerce, and othtermet-related technologies, as well as a
variety of online business models and methods.
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We believe that these parties will continue to tsieps such as seeking patent protection to prtbtesé technologies. In addition, patent
holding companies may continue to seek to mongiieents they have purchased or otherwise obtafeed.result, disputes regarding the
ownership of technologies and rights associateld anfine businesses are likely to continue to drigae future. From time to time, parties
assert patent infringement claims against us. @tlyreve are engaged in a number of lawsuits raggrgatent issues and have been notifie
a number of other potential disputes.

In addition to patent claims, third parties haveested, and are likely in the future to asseriptdaagainst us alleging infringement of
copyrights, trademark rights, trade secret rightstber proprietary rights, or alleging unfair coetifion, violation of federal or state statutes or
other claims, including alleged violation of intational statutory and common law. In addition,diparties have made, and may continue to
make, infringement and related claims against &s the display of content or search results trigddyy search terms, including the display of
advertising, that include trademark terms.

As we expand our business and develop new techieslgagroducts and services, we may become incigigsinbject to intellectual property
infringement and other claims, including those thaly arise under international laws. In the eviat there is a determination that we have
infringed third-party proprietary rights such asquds, copyrights, trademark rights, trade sedgéts, or other third-party rights such as
publicity and privacy rights, we could incur subvgtal monetary liability, or be required to enteta costly royalty or licensing agreements or
be prevented from using such rights, which coutflire us to change our business practices in tlwegfuhinder us from offering certain
features, functionalities, products or serviceguiee us to develop non-infringing products or teagogies, and limit our ability to compete
effectively. We may also incur substantial expensatefending against third-party claims regardigfsthe merit of such claims. In addition,
many of our agreements with our customers or Atils require us to indemnify them for some typetiod-party intellectual property
infringement claims, which could increase our castdefending such claims and our damages. Furihernsuch customers and Affiliates may
discontinue the use of our products, services tacithologies either as a result of injunctionstbeowise. The occurrence of any of these
results could harm our brands or have an advefeeteh our business, financial position, operategpults, and cash flows.

A variety of new and existing U.S. and foreign gomment laws and regulations could subject us toiats, judgments, monetary liabilitie
and other remedies, and to limitations on our buess practices.

We are subject to numerous U.S. and foreign lawlsragulations covering a wide variety of subjecttara. New laws and regulations, char
in existing laws and regulations or the interpiietabf them, our introduction of new products, arextension of our business into new areas,
could increase our future compliance costs, makg@mducts and services less attractive to oursysercause us to change or limit our
business practices. We may incur substantial exggetoscomply with laws and regulations or defenalragf a claim that we have not complied
with them. Further, any failure on our part to cdynpith any relevant laws or regulations may subjexto significant civil or criminal
liabilities, penalties, and negative publicity.

The application of existing domestic and internagidaws and regulations to us relating to issue$ fs user privacy and data protection,
security, defamation, pricing, advertising, taxatigambling, sweepstakes, promotions, billing, esadhte, consumer protection, accessibility,
content regulation, quality of services, law enésnent demands, telecommunications, mobile, telmvjsind intellectual property ownership
and infringement in many instances is unclear @ettted. Further, the application to us or our &liases of existing laws regulating or
requiring licenses for certain businesses of ouegtsers can be unclear. U.S. export control lamg regulations also impose requirements
restrictions on exports to certain nations and@er@nd on our business. Internationally, we msg bé subject to laws regulating our
activities in foreign countries and to foreign laswsd regulations that are inconsistent from coutatrgountry.

The Digital Millennium Copyright Act (‘“DMCA”) is itended, in part, to limit the liability of eligiblenline service providers for caching,
hosting, listing or linking to, third-party Websiter user content that include
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materials that give rise to copyright infringemdmartions of the Communications Decency Act (“CDAfe intended to provide statutory
protections to online service providers who disttébthird-party content. We rely on the protectipnavided by both the DMCA and the CDA
in conducting our business, and may be adversghadted by future legislation and future judiciatidens altering these safe harbors or if
international jurisdictions refuse to apply simifaotections.

The Children’s Online Privacy Protection Act anterias amended in December 2012 (“COPPA”), impestictions on the ability of online
services to collect some types of information frcimidren under the age of 13. In addition, ProvidiResources, Officers, and Technology to
Eradicate Cyber Threats to Our Children Act of 20B8ROTECT") requires online service providers éport evidence of violations of federal
child pornography laws under certain circumstan€&PPA and PROTECT currently impose restrictiorss ri@guirements on our business,
and other federal, state or international lawslegalative efforts designed to protect childrentloa Internet may impose additional
requirements on us.

Changes in regulations or user concerns regardingvacy and protection of user data, or any failute comply with such laws, could
adversely affect our business.

Federal, state, and international laws and reguiatgovern the collection, use, retention, disa®ssharing and security of data that we rec
from and about our users. The use of consumeryabaline service providers and advertising netwaska topic of active interest among
federal, state, and international regulatory bqdiesl the regulatory environment is unsettled. Mstayes have passed laws requiring
notification to users where there is a securityabhefor personal data, such as California’s InfdromaPractices Act. We face similar risks in
international markets where our products and sesvige offered. Any failure, or perceived failurg,us to comply with or make effective
modifications to our policies, or to comply withyafederal, state, or international privacy, dat@néon or data-protection-related laws,
regulations, orders or industry self-regulatorynpiples could result in proceedings or actionsgais by governmental entities or others, a
loss of user confidence, damage to the Yahoo bramdka loss of users, advertising partners, ati@#s, any of which could potentially have
an adverse effect on our business.

In addition, various federal, state and foreigridiedive or regulatory bodies may enact new or @amiuil laws and regulations concerning
privacy, data-retention and data-protection issimedding laws or regulations mandating disclosiordomestic or international law
enforcement bodies, which could adversely impactosiness, our brand or our reputation with udess.example, some countries are
considering laws mandating that user data regangsegs in their country be maintained in their cogurHaving to maintain local data centers
in individual countries could increase our opemiiosts significantly. The interpretation and aggtiion of privacy, data protection and data
retention laws and regulations are often uncedathin flux in the U.S. and internationally. Thése&s may be interpreted and applied
inconsistently from country to country and incotesigly with our current policies and practices, plicating long-range business planning
decisions. If privacy, data protection or dataméta laws are interpreted and applied in a matimegris inconsistent with our current policies
and practices we may be fined or ordered to changbusiness practices in a manner that advensgigigts our operating results. Complying
with these varying international requirements caddse us to incur substantial costs or requite akange our business practices in a manne
adverse to our business and operating results.

If our security measures are breached, our produatsd services may be perceived as not being seausers and customers may curtail
stop using our products and services, and we maguirsignificant legal and financial exposure

Our products and services involve the storage ems$mission of Yahoo's users’ and customers’ paisand proprietary information in our
facilities and on our equipment, networks and coafosystems. Security breaches expose us to afrisks of this information, litigation,
remediation costs, increased costs for securitysares, loss of revenue, damage to our reputatf@hpatential liability. Security breaches or
unauthorized
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access have resulted in and may in the futuretresalcombination of significant legal and finasiaéxposure, increased remediation and othe
costs, damage to our reputation and a loss of demdie in the security of our products, servicesratdiorks that could have an adverse effect
on our business. We take steps to prevent unaa#tbeccess to our corporate systems, however, fetlae techniques used to obtain
unauthorized access, disable or degrade servisabmtage systems change frequently or may bergsbsig remain dormant until a triggering
event, we may be unable to anticipate these teabriqr implement adequate preventative measuras.d€tual or perceived breach of our
security occurs, the market perception of the ¢éffeness of our security measures could be harmddva could lose users and customers.

Interruptions, delays, or failures in the provisioaf our services could damage our reputation andrimeour operating results
Delays or disruptions to our service, or the lassampromise of data, could result from a varidtgauses, including the following:

» Our operations are susceptible to outages anduptions due to fire, flood, earthquake, tsunantieonatural disasters, power loss,
equipment or telecommunications failures, cybexckt, terrorist attacks, political or social unyestd other events over which we have |
or no control. We do not have multiple site capafot all of our services and some of our systeresat fully redundant in the event of
delays or disruptions to service, so some datgsiesis may not be fully recoverable after such v

» The systems through which we provide our produetsservices are highly technical, complex, andrid@pendent. Design errors might
exist in these systems, or might be introduced whemake modifications, which might cause serviedfumctions or require services to be
taken offline while corrective responses are deweadc

» Despite our implementation of network security nueas, our servers are vulnerable to computer \srusalware, worms, hacking, physi
and electronic break-ins, router disruption, safp@tar espionage, and other disruptions from unaizéha access and tampering, as well as
coordinated denial-of-service attacks. We may eahnba position to promptly address attacks ontplement adequate preventative
measures if we are unable to immediately detedt attacks. Such events could result in large exipdaned to investigate or remediate, to
recover data, to repair or replace networks ormédion systems, including changes to security omess to deploy additional personnel, to
defend litigation or to protect against similaruitg events, and may cause damage to our reputatioss of revenue

» We rely on third-party providers over which we héittée or no control for our principal Internetieoections and co-location of a significant
portion of our data servers, as well as for oumpant processing capabilities and key componenfisatures of certain of our products and
services. Any disruption of the services they pdeuis or any failure of these third-party providersandle higher volumes of use could, in
turn, cause delays or disruptions in our serviceklass of revenue. In addition, if our agreemewith these third-party providers are
terminated for any reason, we might not have ailseadailable alternative

Prolonged delays or disruptions to our servicedoesult in a loss of users, damage to our brdadal costs or liability, and harm to our
operating results.

Our international operations expose us to additidnasks that could harm our business, operating tdts, and financial condition.

In addition to uncertainty about our ability to tiome to generate revenue from our foreign openatend expand our international market
position, there are additional risks inherent imddusiness internationally (including through tternational joint ventures), including:

* tariffs, trade barriers, customs classificationd ehanges in trade regulatiol

« difficulties in developing, staffing, and simultansly managing a large number of varying foreigaragions as a result of distance,
language, and cultural differenci
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 stringent local labor laws and regulatio

 longer payment cycle:

 credit risk and higher levels of payment fra

 profit repatriation restrictions and foreign curcgrexchange restriction
 political or social unrest, economic instabilitgpression, or human rights issu
» geopolitical events, including natural disastecss af war and terrorisn

» import or export regulation:

« compliance with U.S. laws such as the Foreign QurRractices Act, and local laws prohibiting brijpand corrupt payments to government
officials;

 antitrust and competition regulatior

» potentially adverse tax developmer

» seasonal volatility in business activity and loeabnomic conditions

» economic uncertainties relating to volatility in @ming markets and global economic uncertai

» laws, regulations, licensing requirements, andrimss practices that favor local competitors or jmibforeign ownership or investmen
« different, uncertain or more stringent user prategtcontent, data protection, privacy, intellettpaperty and other laws; ai

* risks related to other government regulation, negicompliance with local laws or lack of legalgedent.

We are subject to numerous and sometimes confiitfiis. and foreign laws and regulations which iasesour cost of doing business.
Violations of these complex laws and regulatiora Hpply to our international operations could leisudamage awards, fines, criminal
actions, sanctions, or penalties against us, diges$ or our employees, prohibitions on the conaddour business and our ability to offer
products and services, and damage to our reput&ltrough we have implemented policies and procesldesigned to promote compliance
with these laws, there can be no assurance tharoployees, contractors, or agents will not viotaie policies. These risks inherent in our
international operations and expansion increaseasis of doing business internationally and coedilt in harm to our business, operating
results, and financial condition.

We may be subject to legal liability associatedhaptoviding online services or content.

We host and provide a wide variety of servicestaatinology products that enable and encourageithgils and businesses to exchange
information; upload or otherwise generate phot@gas, text, and other content; advertise prodametsservices; conduct business; and engag
in various online activities both domestically antkrnationally. The law relating to the liabiliof providers of online services and products fo
activities of their users is currently unsettledhbwithin the U.S. and internationally. As a pubés and producer of original content, we ma
subject to claims such as copyright, libel, defaomabr improper use of publicity rights, as wellaiber infringement claims such as plagiari
Claims have been threatened and brought agairist defamation, negligence, breaches of contrdagigarism, copyright and trademark
infringement, unfair competition, unlawful activjtiort, including personal injury, fraud, or ottibeories based on the nature and content of
information which we publish or to which we proviliteks or that may be posted online or generatedsogr by third parties, including our
users. In addition, we have been and may agaimeifiuture be subject to domestic or internatioctibas alleging that certain content we have
generated or third-party content that we have naadéable within our services violates laws in dstieeand international jurisdictions. We
arrange for the distribution of third-party adveetinents to third-party publishers and advertisigtgvarks, and we offer third-party products,
services, or content, such as stock quotes anmh¢racformation, under the Yahoo brand or
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via distribution on Yahoo Properties. We may begetitto claims concerning these products, servimespntent by virtue of our involvement
in marketing, branding, broadcasting, or providingess to them, even if we do not ourselves hpstate, provide, or provide access to these
products, services, or content. While our agreemefth respect to these products, services, anttnbmay provide that we will be
indemnified against such liabilities, the abilibyreceive such indemnification may be disputed]atoesult in substantial costs to enforce or
defend, and depends on the financial resourcdseabther party to the agreement, and any amoucesvezl might not be adequate to cover ou
liabilities or the costs associated with defenssugh proceedings. Defense of any such actions dmitostly and involve significant time and
attention of our management and other resourcegyesalt in monetary liabilities or penalties, andy require us to change our business in a
adverse manner.

It is also possible that if any information provib@irectly by us contains errors or is otherwisengfully provided to users, third parties could
make claims against us. For example, we offer ket email services, which expose us to potential riskigh as liabilities or claims, by ¢
users and third parties, resulting from unsoliceahail, lost or misdirected messages, illegaraudulent use of e-mail, alleged violations of
policies, property interests, or privacy protecsipimcluding civil or criminal laws, or interruptis or delays in @aail service. We may also fa
purported consumer class actions or state actalasng to our online services, including our fegsed services (particularly in connection v
any decision to discontinue a fee-based servineggdtition, our customers, third parties, or gowent entities may assert claims or actions
against us if our online services or technologresused to spread or facilitate malicious or hatrodude or applications.

Investigating and defending these types of claimmseapensive, even if the claims are without marido not ultimately result in liability, and
could subject us to significant monetary liabilitycause a change in business practices that ceglatively impact our ability to compete.

If we are unable to recruit, hire, motivate, andteen key personnel, we may not be able to executehmsiness plan

Our business is dependent on our ability to rechiiie, motivate, and retain talented, highly €ldlipersonnel. Achieving this objective may be
difficult due to many factors, including the intensompetition for such highly skilled personnethie San Francisco Bay Area and other
metropolitan areas where our offices are locatedifufations in global economic and industry comdisi; competitors’ hiring practices; and the
effectiveness of our compensation programs. If w@at succeed in retaining and motivating our éxgskey employees, and in attracting new
key personnel, we may be unable to meet our busiplas and as a result, our revenue and profitalniay decline.

Certain of our metrics are subject to inherent cliethges in measurement, and real or perceived inaaoies in such metrics may harm our
reputation and negatively affect our business.

We present key metrics such as unique users, nuofiBets Sold, number of Paid Clicks, Price-per-Klémd Price-per-Ad that are calculated
using internal company data. We periodically revaawl refine our methodologies for monitoring, gatitg and calculating these metrics.
Based on this process, from time to time we updatenethodologies.

While our metrics are based on what we believestoelasonable measurements and methodologies atteeirtherent challenges in deriving our
metrics across large online and mobile populatamosind the world. In addition, our user metrics rddfer from estimates published by third
parties or from similar metrics of our competitdree to differences in methodology.

If advertisers or publishers do not perceive outriteto be accurate, or if we discover materiacituracies in our metrics, it could negatively
affect our reputation, business and financial tssul
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Any failure to scale and adapt our existing techiogly architecture to manage expansion of u-facing services and to respond to rapid
technological change could adversely affect our lmess.

As some of the most visited sites on the Interviahoo Properties deliver a significant number afdurcts, services, page views, and
advertising impressions to users around the wdvlel.expect our products and services to continexpand and change significantly and
rapidly in the future to accommodate new technasgnew devices, new Internet advertising solutiand new means of content delivery.

In addition, widespread adoption of new Internetworking or telecommunications technologies, tieotechnological changes, could require
substantial expenditures to modify or adapt owises or infrastructure. The technology architeesusind platforms utilized for our services
highly complex and may not provide satisfactoryusitg features or support in the future, as usageciases and products and services expan
change, and become more complex. In the futuranayemake additional changes to our existing, orertovcompletely new, architectures,
platforms and systems, such as the changes wenhade in response to the increased use of tabldtsraartphones. Such changes may be
technologically challenging to develop and implememay take time to test and deploy, may cause usctir substantial costs or data loss, an
may cause changes, delays or interruptions ins®ar¥ihese changes, delays, or interruptions irserice may cause our users, Affiliates and
other advertising platform participants to beconssatisfied with our service or to move to compgfimoviders or seek remedial actions or
compensation. Further, to the extent that demaordsur services increase, we will need to expardrdrastructure, including the capacity of
our hardware servers and the sophistication oboftware. This expansion is likely to be expensiad complex and require additional
technical expertise. As we acquire users who rpbnuws for a wide variety of services, it becomeseniechnologically complex and costly to
retrieve, store, and integrate data that will eeaisl to track each user’s preferences. Any diffiesilexperienced in adapting our architectures,
platforms and infrastructure to accommodate in@edsaffic, to store user data, and track userepegices, together with the associated costs
and potential loss of traffic, could harm our opiegresults, cash flows from operations, and foialncondition.

We rely on third parties to provide the technologirecessary to deliver content, advertising, and/ges to our users, and any change in t
licensing terms, costs, availability, or acceptarmfethese formats and technologies could adversdfgct our business.

We rely on third parties to provide the technolsgigat we use to deliver content, advertising, serdices to our users. There can be no
assurance that these providers will continue enke their technologies or intellectual propertysmn reasonable terms, or at all. Providers
may change the fees they charge users or othecli®e their business model in a manner that slesvaidespread acceptance of their
technologies. In order for our services to be ss&ite, there must be a large base of users oktieblogies necessary to deliver our content,
advertising, and services. We have limited or nutrmb over the availability or acceptance of thtsghnologies, and any change in the licer
terms, costs, availability, or user acceptancée$e¢ technologies could adversely affect our basine

Our business depends on continued and unimpedecdeasado the Internet by us and our users. Internetass providers may be able to
block, degrade, or charge for access to certairoaf products and services, which could lead to a@tdial expenses and the loss of users .
advertisers.

Our products and services depend on the abilityuofusers to access the Internet, and certainrgbragucts require significant bandwidth to
work effectively. Currently, this access is prowddey companies that have significant market powehé broadband and internet access
marketplace, including incumbent telephone commiable companies, mobile communications compaaregsgovernment-owned service
providers. Some of these providers have takenaee ktated that they may take, measures that degldde, disrupt, or increase the cost of
user access to certain of our products by restgaii prohibiting the use of their infrastructuoesupport or facilitate our offerings, or by
charging increased fees to us or our users to geamiir offerings. Such interference could result lnss of existing users and advertisers, and
increased costs, and could impair our ability toaat new users and advertisers, thereby harmingem@nues and growth.
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If we are unable to attract, sustain, and renew tdisution arrangements on favorable terms, our reuge may decline

We enter into distribution arrangements with thpedties such as operators of third-party Websitene networks, software companies,
electronics companies, computer manufacturersiriateservice providers and others to promote oplyupur services to their users. For
example:

» We maintain search and display advertising relatigrs with Affiliate sites, which integrate our adtising offerings into their Website

* We enter into distribution alliances with Interisetvice providers (including providers of cable @ndadband Internet access) and software
distributors to promote our services to their us

* We enter into agreements with mobile phone, tatdétyision, and other device manufacturers, edaiats companies and carriers to
promote our software and services on their dev

In some markets, we depend on a limited numberstrfilsution arrangements for a significant percgstaf our user activity. A failure by our
distributors to attract or retain their user bagesld negatively impact our user activity and,umt reduce our revenue. In some cases, devic
manufacturers may be unwilling to pay fees to Yaimoorder to distribute Yahoo services or may bwillimg to distribute Yahoo services.

In the future, as new methods for accessing thanet and our services become available, incluttirgugh alternative devices, we may need
to enter into amended distribution agreements @iibting access providers, distributors, and martufars to cover the new devices and new
arrangements. We face a risk that existing andnpiatenew access providers, distributors, and mactufers may decide not to offer
distribution of our services on reasonable termstall.

Distribution agreements often involve revenue sttarDver time competition to enter into distributiarrangements may cause our traffic
acquisition costs to increase. In some cases, wmagtee distributors a minimum level of revenue, asda result, run a risk that the
distributors’ performance (in terms of ad impressiaoolbar installations, etc.) might not be sidint to otherwise earn their minimum
payments. In other cases, we agree that if thellisdbr does not realize specified minimum revemweewill adjust the distributor’s revenue-
share percentage or provide make-whole arrangements

Some of our distribution agreements are not exefysiave a short term, are terminable at will,rersubject to early termination provisions.
The loss of distributors, increased distributiostspor the renewal of distribution agreementsigniféicantly less favorable terms may cause
our revenue to decline.

Technologies, tools, software, and applications fbhlock our advertisements, impair our ability tteliver interest-based advertising, or
shift the location in which advertising appears, vah could harm our operating results

Technologies, tools, software, and applicationsl(igding new and enhanced Web browsers) have beataged and are likely to continue to
be developed that can block or allow users to apbbdisplay, search, and interest-based adwvegtiand content, delete or block the cookies
used to deliver such advertising, or shift the tmeain which advertising appears on pages sodhatdvertisements do not show up in the
most monetizable places on our pages or are olbduiest of our revenue is derived from fees paidtlyertisers in connection with the
display of graphical and non-graphical advertiset:ien clicks on search advertisements on Web pa#gea.result, the adoption of such
technologies, tools, software, and applicationddcoeduce the number of display and search adeentsits that we are able to deliver and/or
our ability to deliver interest-based advertisimgl @his, in turn, could reduce our advertising e and operating results.
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Any failure to manage expansion and changes to dwsiness could adversely affect our operating rest

If we are unable to effectively manage a large gempraphically dispersed group of employees ontiwipate our future growth and personnel
needs, our business may be adversely affected efexpand our business, we must also expand and @aapperational infrastructure. Our
business relies on data systems, billing systentsfinancial reporting and control systems, amaotigis. All of these systems have become
increasingly complex in the recent past due tagtloeving complexity of our business, acquisitionsiefv businesses with different systems,
and increased regulation over controls and proesddio manage our business in a cost-effective aranme will need to continue to upgrade
and improve our data systems, billing systems,ahdr operational and financial systems, proceduanas controls. In some cases, we are
outsourcing administrative functions to lower-cpsividers. These upgrades, improvements and owisguchanges will require a dedication
of resources and in some cases are likely to bepleomlf we are unable to adapt our systems andgetjuate controls in place in a timely
manner, our business may be adversely affectquhrticular, sustained failures of our billing systeto accommodate increasing numbers of
transactions, to accurately bill users and adwajor to accurately compensate Affiliates couldeasely affect the viability of our business
model.

Proprietary document formats may limit the effeativess of our search technology by preventing owht®ology from accessing the conte
of documents in such formats, which could limit theffectiveness of our products and services.

A large amount of information on the Internet isyaded in proprietary document formats. These pedary document formats may limit the
effectiveness of search technology by preventiegdichnology from accessing the content of suchimieats. The providers of the software
applications used to create these documents cogideer the document format to prevent or interfeith the process of indexing the
document contents with search technology. This doutan that the document contents would not beded in search results even if the
contents were directly relevant to a search. Tligvace providers may also seek to require us totpasn royalties in exchange for giving us
the ability to search documents in their formathd search platform technology we employ is unsliadex proprietary format Web
documents as effectively as our competitors’ tetmg usage of our search services might decliféghvcould cause our revenue to fall.

We have dedicated resources to provide a varietgremium enhancements to our products and serviaelsich might not prove to be
successful in generating significant revenue for.L

We offer fee-based enhancements for many of oardesvices. The development cycles for these tdobies are long and generally require
investment by us. We have invested and will comtitmiinvest in premium products and services. Sohtlieese premium products and service:
might not generate anticipated revenue or mighnhmextt anticipated user adoption rates. We havequsgly discontinued some non-profitable
premium services and may discontinue others. Geaeomomic conditions as well as the rapidly ewadvcompetitive landscape may affect
users’ willingness to pay for such premium servi¢be cannot generate revenue from our premiumiges that are greater than the cost of
providing such services, our operating resultsa¢da harmed.

We may have exposure to additional tax liabilitiedich could negatively impact our income tax prois, net income, and cash flow.

We are subject to income taxes and other taxestimthe U.S. and the foreign jurisdictions in whwé currently operate or have historically
operated. The determination of our worldwide pririsfor income taxes and current and deferred $arta and liabilities requires judgment
and estimation. In the ordinary course of our besin there are many transactions and calculatibesenthe ultimate tax determination is
uncertain. As a U.S. multinational corporation, ave subject to changing tax laws both within antside of the U.S. We cannot predict the
form or timing of potential legislative changest bay newly enacted tax law could have a matedakese impact on our tax expense and cas
flow. For example, several jurisdictions have sdughncrease revenues by imposing new taxes emriat advertising or increasing general
business taxes.
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We earn a material amount of our operating incoroe foutside the U.S. As of December 31, 2013, weumlistributed foreign earnings of
approximately $2.6 billion, principally related Yahoo Japan. While we do not currently anticipafgatriating these earnings, any repatriatior
of funds in foreign jurisdictions to the U.S. coussult in higher effective tax rates for us anbdject us to significant additional U.S. income
tax liabilities.

We are subject to regular review and audit by lomtmestic and foreign tax authorities as well agexutio the prospective and retrospective
effects of changing tax regulations and legislatidithough we believe our tax estimates are redslenthe ultimate tax outcome may
materially differ from the tax amounts recordeaim consolidated financial statements and may nadiieaffect our income tax provision, net
income, or cash flows in the period or periodsvibich such determination and settlement is made.

Adverse macroeconomic conditions could cause desesaor delays in spending by our advertisers andldtarm our ability to generatt
revenue and our results of operations.

Advertising expenditures tend to be cyclical, refileg overall economic conditions and budgeting buaging patterns. Since we derive most of
our revenue from advertising, adverse macroeconooriditions have caused, and future adverse mammoeuc conditions could cause,
decreases or delays in advertising spending anatimety impact our advertising revenue and shartability to grow our revenue. Further,
any decreased collectability of accounts receivablearly termination of agreements, whether ragyfrom customer bankruptcies or
otherwise due to adverse macroeconomic conditmmsdd negatively impact our results of operations.

Our stock price has been volatile historically amtlly continue to be volatile regardless of our opimg performance.

The trading price of our common stock has beennaagl continue to be subject to broad fluctuationsimy the twelve months ended
December 31 2013, the closing sale price of ournsomstock on the NASDAQ Global Select Market ranfyech $18.99 to $40.85 per share
and the closing sale price on February 14, 201488823 per share. Our stock price may fluctuategponse to a number of events and
factors, such as variations in quarterly operatesplts or announcements of technological innowatisignificant transactions, or new featu
products or services by us or our competitors; gharn financial estimates and recommendationebyrgies analysts; the operating and s
price performance of, or other developments invayiother companies that investors may deem corbjgat@ us; trends in our industry;
general economic conditions; and the current atidipated future operating performance and markeitg valuation of Alibaba Group
(including speculation regarding its potentialiadipublic offering) and Yahoo Japan Corporatiominich we have equity investments,
including changes in equity valuation due to flattans in foreign currency exchange rates.

In addition, the stock market in general, and tleekat prices for companies in our industry, haveeetenced volatility that often has been
unrelated to operating performance. These broa@iehand industry fluctuations may adversely aftbetprice of our stock, regardless of our
operating performance. A decrease in the markeemi our common stock would likely adversely imighe trading price of the 0.00%
Convertible Senior Notes due 2018 that we issuédbvember 2013 (the “Notes”). Volatility or a laok positive performance in our stock
price may also adversely affect our ability to ieteey employees who have been granted stock aptiother stock-based awards. A
sustained decline in our stock price and markeital@mation could lead to an impairment charge to long-lived assets.

Delaware statutes and certain provisions in our ¢tex documents could make it more difficult for &ird-party to acquire us.

Our Board has the authority to issue up to 10 amilshares of preferred stock and to determineriloe,prights, preferences, privileges and
restrictions, including voting rights, of those ssmwithout any further vote or action
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by the stockholders. The rights of the holderswfammon stock may be subject to, and may be adleaffected by, the rights of the hold
of any preferred stock that may be issued in tiheréu The issuance of preferred stock may haveftfieet of delaying, deterring or preventin
change in control of Yahoo without further actigntbhe stockholders and may adversely affect thangand other rights of the holders of our
common stock.

Some provisions of our charter documents, inclugirayisions eliminating the ability of stockholdéestake action by written consent and
limiting the ability of stockholders to raise maiat a meeting of stockholders without giving atheanotice, may have the effect of delaying
or preventing changes in control or changes imoamagement, which could have an adverse effedt@market price of our stock and the
value of the $1.4375 billion aggregate principabamt of the 0.00% Convertible Senior Notes we iddneNovember 2013 (“Notes”). In
addition, our charter documents do not permit cativg voting, which may make it more difficult farthirdparty to gain control of our Boal
Further, we are subject to the anti-takeover promisof Section 203 of the Delaware General Cotgmrd_aw, which will prohibit us from
engaging in a “business combination” with an “iet#ed stockholder” for a period of three yearsrdfte date of the transaction in which the
person became an interested stockholder, eveglif Gambination is favored by a majority of stocldesk, unless the business combination is
approved in a prescribed manner. The applicatid®eation 203 also could have the effect of delagingreventing a change in control of us.

Any of these provisions could, under certain cirstances, depress the market price of our commak stad the Notes.

Risks Relating to the Notes
The conditional conversion feature of the Notestifggered, may adversely affect our financial catidn and operating results.

In the event the conditional conversion featuréhefNotes is triggered, holders of Notes will b&tkd to convert the Notes at any time during
specified periods at their option. If one or mootders elect to convert their Notes, unless wetatesatisfy our conversion obligation by
delivering solely shares of our common stock (othan paying cash in lieu of delivering any frantbshare), we would be required to settle
portion or all of our conversion obligation throutife payment of cash, which could adversely affectliquidity. In addition, even if holders
do not elect to convert their Notes, we could lmpiieed under applicable accounting rules to redlasd or a portion of the outstanding
principal of the Notes as a current rather thaig{term liability, which would result in a materia@duction of our net working capital.

We may not have the ability to raise the funds nesa&ry to settle conversions of the Notes in castoorepurchase the Notes upon a
fundamental change, and our future debt may contdimitations on our ability to pay cash upon convaon or repurchase of the Note

Holders of the Notes will have the right to requiseto repurchase all or a portion of their Notesruthe occurrence of a fundamental chan
a repurchase price equal to 100% of the principadunt of the Notes to be repurchased, plus acauoddinpaid special interest, if any. We
may not have enough available cash or be ablettrofinancing at the time we are required to madmirchases of Notes surrendered
therefore, or pay cash with respect to Notes beimyerted if we elect not to issue shares, whialiccbarm our reputation and affect the
trading price of our common stock.

The note hedge and warrant transactions may affdw value of the Notes and our common stock.

In connection with the pricing of the Notes, weezatl into note hedge transactions with the optmmterparties. The note hedge transactions
are generally expected to reduce the potentiatidiwpon conversion of the Notes and/or offset eash payments we are required to make ir
excess of the principal
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amount of converted Notes, as the case may belsWeatered into warrant transactions with theaptiounterparties. However, the warrant
transactions could separately have a dilutive effethe extent that the market price per sha@uoicommon stock exceeds the applicable
strike price of the warrants.

In connection with establishing their initial hedafethe note hedge and warrant transactions, ttieropounterparties or their respective
affiliates have purchased shares of our commorkstod/or entered into various derivative transactioith respect to our common stock
concurrently with or shortly after the pricing tietNotes. In addition, the option counterpartietheir respective affiliates may modify their
hedge positions by entering into or unwinding vasiderivatives with respect to our common stock@nglrchasing or selling our common
stock or other securities of ours in secondary etatansactions prior to the maturity of the Nqisd are likely to do so during any
observation period related to a conversion of Notdsllowing any repurchase of Notes by us on famgamental repurchase date or
otherwise). This activity could cause or avoid meréase or a decrease in the market price of cunmmm stock or the Notes.

Any adverse change in the rating of the Notes mayse their trading price to decline

While we did not seek a rating on the Notes, otiegaervice has rated the Notes. If that ratingise announces its intention to put the Notes
on credit watch or lowers its rating on the Notefoty any rating initially assigned to the Noteg trading price of the Notes could decline.

The accounting method for convertible debt secwegtithat may be settled in cash, such as the Natesld have a material effect on our
reported financial results.

In May 2008, the Financial Accounting Standardsrépwhich we refer to as FASB, issued FASB Staffifflan No. APB 141, Accounting fo
Convertible Debt Instruments That May Be Settle@ash Upon Conversion (Including Partial Cash &eitint), which has subsequently been
codified as Accounting Standards Codification 4002ebt with Conversion and Other Options, whichrefer to as ASC 470-20. Under ASC
470-20, an entity must separately account forittslity and equity components of the convertibébtinstruments (such as the Notes) that
may be settled entirely or partially in cash uponwersion in a manner that reflects the issuertsmemic interest cost. The effect of ASC 470-
20 on the accounting for the Notes is that thetgqu@mponent is required to be included in the &aoldal paid-in capital section of
stockholders’ equity on our consolidated balan@e=ghand the value of the equity component woulttdeted as debt discount for purposes o
accounting for the debt component of the Notesa Assult, we will be required to record a greateoant of non-cash interest expense in
current periods presented as a result of the amatidin of the discounted carrying value of the Ndtetheir face amount over the term of the
Notes. We will report lower net income in our fircéad results because ASC 420 will require interest to include the currentipd’s
amortization of the debt discount, which could adety affect our reported or future financial résuthe trading price of our common stock
and the trading price of the Notes.

In addition, under certain circumstances, convirtilebt instruments (such as the Notes) that maetiked entirely or partly in cash are
currently accounted for utilizing the treasury &toeethod, the effect of which is that the sharssable upon conversion of the Notes are not
included in the calculation of diluted earnings pleare except to the extent that the conversiamevaf the Notes exceeds their principal
amount. Under the treasury stock method, for dil@arnings per share purposes, the transactiatdiated for as if the number of shares of
common stock that would be necessary to settle sxobss, if we elected to settle such excess ireshare issued. We cannot be sure that the
accounting standards in the future will continu@éomit the use of the treasury stock method. laweeunable to use the treasury stock metho
in accounting for the shares issuable upon conveisi the Notes, then our diluted earnings peresiauld be adversely affected.

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

Our headquarters is located in Sunnyvale, Califoamd consists of owned space aggregating apprtedymane million square feet. We also
lease office space in Argentina, Australia, BraZinada, China, France, Germany, Hong Kong, Hundjadia, Indonesia, Ireland, Israel, Ite
Japan, Jordan, Malaysia, Mexico, the Netherlandsy Realand, Norway, the Philippines, South Koréag&pore, Spain, Switzerland, Taiwan,
the United Arab Emirates, the United Kingdom, andtivam. In the United States, we lease officesaiious locations, including Atlanta,
Boston, Champaign, Chicago, Dallas, Detroit, Hidisl) the Los Angeles Area, Miami, New York, Oma8ian Diego, San Francisco, and
Washington, D.C. Our data centers are operatestatibns in the United States, Brazil, Europe, Asia.

We believe that our existing facilities are adeguatmeet current requirements, and that suitaddéianal or substitute space will be available
as needed to accommodate any further physical sigranf operations and for any additional salexe#.

Item 3. Legal Proceeding:

For a description of our material legal proceedjsge “Legal Contingencies” in Note 12—“Commitmeatsl Contingencies” in the Notes to
our consolidated financial statements, which i®iporated herein by reference.

Item 4. Mine Safety Disclosure
Not applicable
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Part I

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securitit
Market Information for Common Stock

Yahoo! Inc. common stock is quoted on the NASDAQ®MaI Select Market under the symbol “YAHOO.” Théldwing table sets forth the
range of high and low per share sales prices asteahfor each period indicated:

2012 2013
High Low High Low
First quarter $16.3¢ $14.3¢ $23.8¢ $18.8¢
Second quarte $16.3¢ $14.7: $27.6¢ $22.7(
Third quartel $16.3 $14.5¢ $33.8¢ $24.8:
Fourth quarte $19.97 $15.6¢ $41.0¢ $31.7(

Stockholders
We had 9,551 stockholders of record as of Febridrp014.

Dividends
We have not declared or paid any cash dividendsuorommon stock. We presently do not have plapayoany cash dividends in the near
future.

Issuer Repurchases of Equity Securities
Share repurchase activity during the three monthds@ December 31, 2013 was as follows:

Total
Number of Approximate Dollar
Shares
Purchased Value of Shares
Total Average as Part of a that May Yet be
Number Price Paid Publicly Purchased Under
of Shares Announced the Program
Period Purchased(*) per Share Program (in 000s)(*)
October 1—October 31, 2013 927,88t $ 33.4¢ 927,88t $ 293,33
November —November 30, 201 2,969,62! $ 35.2¢ 2,969,62! $ 5,188,75:
December —December 31, 201 2,453,45! $ 38.9¢ 2,453 ,45! $ 5,093,111
Total 6,350,97. $ 36.42 6,350,97.

(*) The share repurchases in the three months ebdedmber 31, 2013 were made under our stock reasecprogram announced in May
2012, which authorizes the repurchase of up toilfiérbof our outstanding shares of common stodafrtime to time. This program,
according to its terms, will expire in June 20I5November 2013, our Board of Directors authorizecdditional stock repurchase
program with an authorized level of $5 billion. TRevember 2013 program, according to its termd,expire in December 2016. No
purchases were made under the November 2013 pradpreing the three months ended December 31, 20d3uiRhases under the
programs may take place in the open market orivafaly negotiated transactions, including derwatiransactions, and may be made
under a Rule 10t-1 plan.

See Part Il, Item 7 “Management’s Discussion andlygis of Financial Condition and Results of Opera” of this Annual Report on Form
10-K for additional information regarding shareusghases. See also Note 13—"“Stockholders’ Equitythe Notes to our consolidated
financial statements for additional information.
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Recent Sales of Unregistered Securities
Convertible Senior Notes

On November 26, 2013, we completed an offeringlo2$ billion aggregate principal amount of our @®0Convertible Senior Notes due 2018
(the “Notes”). We sold the Notes under a purch@geeament, dated November 20, 2013, with J.P. Mo8gurities LLC and Goldman,
Sachs & Co., as representatives of the severalipiirchasers named therein (collectively, thétidhPurchasers”). We sold the Notes to the
Initial Purchasers in a private placement for resalqualified institutional buyers pursuant to &U#4A under the Securities Act of 1933, as
amended (the “Securities Act”). We also granteditfitial Purchasers a 30-day over-allotment optmpurchase additional Notes. On
December 11, 2013 such option was exercised irmfdlaccordingly, on December 16, 2013, we solddalitional $187.5 million aggregate
principal amount of Notes to the Initial Purchasmnshe same terms and conditions. All of the Neteee issued under an indenture (the
“Indenture”)dated November 26, 2013 between us and The BaNkwfYork Mellon Trust Company, N.A., as trustee. Wéenot intend to fil

a shelf registration statement for the resale eMNbtes or any common stock issuable upon conveddithe Notes.

The net proceeds from our sales of the Notes wggsoaimately $1.4 billion, after deducting the laitPurchasers’ discount and the offering
expenses payable by us.

Under the Indenture, the Notes are senior unseablkghtions of Yahoo! Inc., the Notes will not beagular interest, and the principal ama
of the Notes will not accrete. The Notes will maten December 1, 2018, unless previously purchasednverted in accordance with their
terms. The Notes are not redeemable prior to mgfunnd no sinking fund is provided for the Notes.

The Notes will be convertible into shares of oumeeon stock at an initial conversion rate of 18.7%Bares per $1,000 principal amount of
Notes (which is equivalent to an initial conversqite of approximately $53.43 per share), suliieetdjustment upon the occurrence of ce
events. The initial conversion price representseanpum of approximately 50% to the $35.62 per sltéoeing price of our common stock on
November 20, 2013 (the date we entered into thehase agreement). Upon conversion of the Notedetolvill receive cash, shares of |
common stock, or a combination thereof, at ourtelac

Prior to September 1, 2018, the Notes will be cadiite only upon the occurrence of certain evenis$ during certain periods, and thereafte
any time until the close of business on the secmhéduled trading day immediately preceding thauritatdate of the Notes. The conversion
rate is subject to customary anti-dilution adjusttseFollowing certain corporate events descrilpetthé Indenture that occur prior to the
maturity date, the conversion rate will be increlafe a holder who elects to convert its Notesanreection with such corporate event in cel
circumstances.

Note Hedge and Warrant Transactiot

On November 20, 2013 and December 11, 2013, inemimm with our issuances of the Notes, we enterednote hedge transactions with the
Initial Purchasers (in such capacity, the “Optiayu@terparties”) to reduce the potential dilutiothaiespect to our common stock upon
conversion of the Notes or to offset any cash payme are required to make in excess of the pral@mount of converted Notes.

In these transactions, we paid $206 million fot options giving us the right to purchase from @gtion Counterparties, subject to customary
anti-dilution adjustments, approximately 26.9 rtllishares of Yahoo’s common stock (which is equéhé number of shares that initially
underlie the Notes), with a strike price of approately $53.43 per share. The Option Counterpaoti¢keir respective affiliates may enter ir
or unwind, various over-the-counter derivatives/angurchase or sell our common stock in open niaRéd/or privately negotiated
transactions prior to maturity of the Notes, inéhgdduring any observation period for the settletrafrconversions of Notes, or upon any
repurchase of Notes by us, which could adversepaththe price of our common stock and of the Notes
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Separately, we sold warrants to the Option Couatéigs for $125 million giving them the right torphase from us, subject to customary anti-
dilution adjustments, approximately 26.9 milliorasés of Yahoo's common stock, with a strike pri€87%l.24 per share. We sold the warrants
to the Option Counterparties in a private placenuewler Section 4(a)(2) of the Securities Act. Tlarants will have a dilutive effect with
respect to our common stock to the extent thatrtaeket price per share of our common stock exctrelstrike price of the warrants on or
prior to the expiration date of the warrants.

Acquisition of Aviate

On December 23, 2013, we entered into a stock psechgreement to acquire ThumbsUp Labs, Inc. (‘tA%aThe acquisition closed on
December 24, 2013. As a part of the acquisitionagreed to issue 277,284 shares of Yahoo commoh 6telued at approximately $11
million) to key employees of Aviate in private ptaments under Section 4(a)(2) of the Securities @oe-fourth of the shares will be issued on
the first anniversary of the closing of the acdiosi, and the remaining shares will be issued ie@&al monthly installments thereafter, subjec
to each recipient’s continued employment with Yatimough the issuance date.

Performance Graph

This performance graph shall not be deemed “fifed’purposes of Section 18 of the Securities Exgeahct of 1934, as amended (the
“Exchange Act”), or otherwise subject to the ligik under that section and shall not be deemée iacorporated by reference into any filing
of Yahoo! Inc. under the Securities Act or the Expe Act.

The following graph compares, for the five-yearipgrended December 31, 2013, the cumulative todak&older return for Yahoo’s common
stock, the NASDAQ 100 Index, the Standard & Pobitsth American Technology-Internet Index (the “SR@AEIR”), and the Standard &
Poor’s 500 Stock Index (the “S&P 500 Index”). Me@suent points are the last trading day of eachadfoo’s fiscal years ended December
2009, December 31, 2010, December 31, 2011, Deae®db@012, and December 31, 2013. The graph asstime$100 was invested at the
market close on December 31, 2008 in the commark stbYahoo, the NASDAQ 100 Index, the SPGIINTRdadhe S&P 500 Index and
assumes reinvestment of any dividends. The stdck performance on the following graph is not neaeity indicative of future stock price
performance.
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ltem 6. Selected Financial Dat:

The following selected consolidated financial dgttauld be read in conjunction with the consoliddiedncial statements and notes thereto
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” appearingvetgze in this Annual Report on Form
10-K. The consolidated statements of income dadatlae consolidated balance sheets data for the pealed, and as of, December 31, 2009,
2010, 2011, 2012, and 2013 are derived from ouit@didonsolidated financial statements.

Consolidated Statements of Income Data:

Revenue

Total operating expens

Income from operation®

Other income, ne@

Provision for income taxe

Earnings in equity interes

Net income attributable to Yahoo! Ir

Net income attributable to Yahoo! Inc. common staiillers pe
shar—basic

Net income attributable to Yahoo! Inc. common stailllers pe
shar—diluted

Shares used in per share calcule—basic
Shares used in per share calcule—diluted
@ Includes
Stocl-based compensation expel
Restructuring charges, r

@ Includes
Gain related to sale of Alibaba Group She

Years Ended December 31

2009C) 2010 20110) 2012 ® 2013 )
(in thousands, except per share amount:
$6,460,31! $6,324,65. $4,984,19° $ 4,986,561 $4,680,38!
$6,073,62. $5,552,12° $4,183,85 $4,420,19: $4,090,45.
$ 386,69: $ 77252: $ 800,34: $ 566,36¢f $ 589,92
$ 187,52t $ 297,86¢ $ 27,17 $4,647,83 $ 43,35
$(219,32) $(221,52) $(241,76) $(1,940,04) $ (153,39)
$ 250,39( $ 395,75¢ $ 476,92( $ 676,43t $ 896,67
$ 597,99. $1,231,66. $1,048,82 $3,94547  $1,366,28
$ 04: $ 091 $ 08z $ 331 $ 1.3(C
$ 04z $ 09C $ 08z $ 3.2 $ 1.2¢
1,397,65. 1,354,11 1,274,241 1,192,77! 1,052,70!
1,415,65! 1,364,61. 1,282,28. 1,202,901 1,070,81
$ 438,08 $ 223,47t $ 203,95¢ $ 224,368 $ 278,22
$ 126,900 $ 5795 $ 2442( $ 236,17( $ 3,76¢
$ — $ — $ — $4,603,32 $ —

®) Our net income attributable to Yahoo! Inc. for tkear ended December 31, 2009 included a pre-taxaj&@67 million in connection with
the sale of our Gmarket shares and a gain on the@saur direct investment in Alibaba.com of $98lion. In addition, in the year ended
December 31, 2009, we recorded net restructuriaggels of $127 million related to our cost reductidtiatives. The tax impact on the
items referred to above was $20 million, and inabgregate, these items had a net positive imp&t&million on net income attributal
to Yahoo! Inc., or $0.01 per both basic and dilwghdre, for the year ended December 31, 2

@ Our revenue declined in 2010 due to the Searchekgeat with Microsoft, which beginning during thesfth quarter of 2010 required a
change in revenue presentation and a sharing oftseavenue with Microsoft in transitioned markeédsir net income attributable to
Yahoo! Inc. for the year ended December 31, 20&idted a pre-tax gain of $66 million in connectivith the sale of Zimbra, Inc. and a
pretax gain on the sale of HotJobs of $186 millionatfdition, in the year ended December 31, 201Gewerded net restructuring char
of $58 million related to our cost reduction iniies. Apart from the Search Agreement, the taxaictpn the items referred to above w
$10 million benefit, and in the aggregate, thesm# had a net positive impact of $204 million ohineome attributable to Yahoo! Inc., or
$0.15 per both basic and diluted share, for the grded December 31, 2010. In addition, in the gadec
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®)

(6)

Q]

December 31, 2010, we recorded $43 million prefdathe reimbursement of transition costs inculire@009 related to the Search
Agreement. See Note 19—"Search Agreement with MigfiocCorporation” in the Notes to our consolidafieéncial statements for
additional information

Our revenue declined in 2011 due to the Searchefgeat with Microsoft, which beginning during theufth quarter of 2010 required a
change in revenue presentation and a sharing aftseavenue with Microsoft in transitioned markédsir net income attributable to
Yahoo! Inc. for the year ended December 31, 20glLided a non-cash gain of $25 million, net of t&kated to the dilution of our
ownership interest in Alibaba Group and a mash loss of $33 million related to impairmentasgets held by Yahoo Japan. In additio
the year ended December 31, 2011, we recordecsteticturing charges of $24 million related to ocost reduction initiatives. Apart from
the Search Agreement, the tax impact on the iteriesred to above was an $8 million benefit, and¢htems had a net negative impact of
$24 million on net income attributable to Yahoot.lnor $0.02 per both basic and diluted sharethieryear ended December 31, 2C

Our net income attributable to Yahoo! Inc. for jfear ended December 31, 2012 included a pre-taxafapproximately $4.6 billion and
an after-tax gain of $2.8 billion related to oules@ Alibaba Group of 523 million ordinary shar#sAlibaba Group (“Shares”). See Note
8—"Investments in Equity Interestgi the Notes to our consolidated financial stateisiéor additional information. In addition, in tiyear
ended December 31, 2012, we recorded net restiogteiarges of $236 million related to our costuatibn initiatives. In the aggregate,
these items had a net positive impact of $2.6dmilbn net income attributable to Yahoo! Inc., orl$2per basic share and $2.13 per dil
share, for the year ended December 31, 2

Our net income attributable to Yahoo! Inc. for tfear ended December 31, 2013 included pre-tax gédiapproximately $80 million
related to sales of patents and a goodwill impamtabarge of $64 million. In the year ended Decen®ie 2013, we recorded net
restructuring charges of $4 million related to oost reduction initiatives. The tax impact on ttegris referred to above was $22 million,
and in the aggregate, these items had a net negatpact of $10 million on net income attributatdeYahoo! Inc., or $0.01 per both basic
and diluted share, for the year ended Decembe2(®I13.

Consolidated Balance Sheets Data:

December 31
2009 2010 2011 20121 2013
(In thousands)

Cash and cash equivale $ 1,275,43 $ 1,526,422 $ 1,562,39 $ 2,667,77 $ 2,077,59
Marketable securitie $ 3,242,57. $ 2,102,25! $ 967,52 $ 3,354,601 $ 2,919,80.
Alibaba Group Preference Sha $ — $ — $ — $ 816,26: $ —
Working capital $ 2,877,04 $ 2,719,67 $ 2,245,17! $ 4,362,48 $ 3,685,54!
Investments in equity interes $ 3,496,28! $ 4,011,88! $ 4,749,04. $ 2,840,15 $ 3,426,34
Total asset $14,936,03 $14,928,10 $14,782,78 $17,103,25 $16,804,95
Long-term liabilities $ 699,66t $ 705,82 $ 994,07 $ 1,207,41 $ 2,334,05!
Total Yahoo! Inc. stockholde’ equity $12,493,32 $12,558,12 $12,541,06 $14,560,20 $13,074,90

@

@

During the year ended December 31, 2012, we redéi¢8.54 per Share, or approximately $7.1 billiomotal consideration, for the

523 million Shares we sold back to Alibaba Groupproximately $6.3 billion of the consideration waseived in cash and $800 million
was received in Alibaba Group Preference Sharespdifecash taxes of $2.3 billion related to thedextion. See Note 8-vestments i
Equity Interest” in the Notes to our consolidated financial statetsiéor additional informatior

During the year ended December 31, 2013, we redeieeproceeds of $1.4 billion from the issuancthefNotes. See Note 11—
“Convertible Note” in the Notes to our consolidated financial statetséor additional informatior
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation
Forward-Looking Statements

In addition to current and historical informatiothis Annual Report on Form -K contains forward-looking statements within theaming of
the Private Securities Litigation Reform Act of 9%hese statements relate to our future operatiprisspects, potential products, services,
developments, and business strategies. These stattenan, in some cases, be identified by the fusems such as “may,” “will,” “should,”

“could,” “would,” “intend,” “expect,” “plan,” “anti cipate,” “believe,” “estimate,” “predict,” “project ,” “potential,” or “continue,” the

negative of such terms, or other comparable terfoigy This Annual Report on Form 10-K includes, agiothers, forward-looking
statements regarding our:

e expectations about revenue, including display,cdeand other revenu

* expectations about growth in use

* expectations about changes in our earnings in\efquérests

* expectations about changes in operating expe

» anticipated capital expenditure

* expectations about our share repurchase act

» expectations about the financial and operationghbicts of our Search Agreement with Micros

» impact of recent acquisitions on our business aatlation of, and expectations for, possible adtjoiss of, or investments in, businesses,
products, intangible assets and technolog

» expectations about the growth of, and the oppdiasifor monetization in, the mobile indust
» projections and estimates with respect to ouruesiring activities and changes to our organizatistructure

» expectations about the amount of unrecognized ¢arfits, the outcome of tax assessment appealadttgiacy of our existing tax resen
future tax expenditures, and tax rat

» expectations about positive cash flow generatiaheatisting cash, cash equivalents, and investnimitgy sufficient to meet normal
operating requirements; a

» expectations regarding the outcome of legal praogedn which we are involved, including the out@of our efforts to sustain the revel
of judgment entered against us and one of our diglsis in a proceeding in Mexic

These statements involve certain known and unkmisks and uncertainties that could cause our acteallts to differ materially from those
expressed or implied in our forward-looking statese You are urged to carefully review the disctesumade concerning risks and
uncertainties that may affect our business or ofiegaresults, which include, among others, thosted in Part 1, Item 1A “Risk Factors” of
this Annual Report on Form 10-K. We do not inteard] undertake no obligation, to update or revisg ahour forward-looking statements
after the date of this Annual Report on Form 1mKdflect new information, actual results or fut@eents or circumstances.

Overview

Yahoo! Inc., together with its consolidated submiigis (“Yahoo,” the “Company,” “we,” or “us”) isglobal technology company focused on
making the worlds daily habits inspiring and entertaining. Our figisds driven by our commitment to creating highirsonalized experienc
that reach our users wherever they might be—om thebile phone, tablet or desktop. Our more thah @@llion monthly users connect to the
things that matter most to them with beautiful, @gigg experiences across Search, CommunicatioggaDilagazines and Video—some of
which will be powered by Flickr and Tumblr.
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We create value for advertisers with a streamlisedplified advertising technology stack that leages Yahoo's data, reach and analytics to
connect advertisers with their target audiencesaBuertisers, the opportunity to be a part of sis#aily habits across products and platforn
a powerful tool to engage audiences and build braywlty.

Advertisers can build their businesses through didugg to targeted audiences on our online pragednd services (“Yahoo Properties”) or
through a distribution network of third party eie# (“Affiliates”) who integrate our advertisingfefings into their Websites or other offerings
(“Affiliate sites”; together with Yahoo Propertige “Yahoo Network™). Our revenue is generateagpally from display and search
advertising.

We continue to manage and measure our businessagéieplly, principally in the Americas, EMEA (Eyre, Middle East, and Africa) and
Asia Pacific.

In the following Management's Discussion and Anaywe provide information regarding the followiaggas:

» Key Financial Metrics

* Non-GAAP Financial Measure:

 Significant Transaction:

» Results of Operation:

 Liquidity and Capital Resource

» Critical Accounting Policies and Estimates; ¢

» Recent Accounting Pronouncemer

Key Financial Metrics

The key financial metrics we use are as followseneie; revenue less traffic acquisition costs (“TAGr revenue ex-TAC; income from
operations; adjusted EBITDA; net income attribugatol Yahoo! Inc.; net cash provided by (used irgraping activities; and free cash flow.
Revenue ex-TAC, adjusted EBITDA and free cash fwe/financial measures that are not defined inrdece with U.S. generally accepted
accounting principles (“GAAP”). We use these nonAFAfinancial measures for internal managerial pagscand to facilitate period-to-period
comparisons. See “Non-GAAP Financial Measures"Wwdlr a description of, and limitations specifi¢ &mch of these non-GAAP financial
measures.

Years Ended December 31

2011 2012 2013
(dollars in thousands)

Revenue $4,984,19' $4,986,56! $4,680,38!
Revenue e-TAC $4,380,82 $4,467,66! $4,425,93
Income from operation® $ 800,34: $ 566,36¢ $ 589,92t
Adjusted EBITDA $1,654,58. $1,698,72 $1,564,24!
Net income attributable to Yahoo! i $1,048,82 $3,945,47! $1,366,28.
Net cash provided by (used in) operating activi $1,323,80 $ (281,55) $1,195,24
Free cash flov® $ 725,80: $ (834,869 $ 786,46!
@ Includes

Stock-based compensation expel $ 203,95¢ $ 224,36 $ 278,22

Restructuring charges, r $ 24,42 $ 236,17 $  3,76¢

@ Excluding the impact of the cash taxes paid of $2ll®n related to the Initial Repurchase desadibmder “Significant Transactions”
below, free cash flow for the year ended DecemtieP812 would have been $1.4 billic
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Revenue e-TAC (a non-GAAP financial measure)

Years Ended December 31 20112012 2012-2013
2011 2012 2013 % Change % Change
(dollars in thousands)
Revenue $4,984,19! $4,986,56! $4,680,38! — (6)%
Less: TAC 603,37: 518,90t 254 ,44; (14)% (51)%
Revenue e-TAC $4,380,82 $4,467,66! $4,425,93 2% (D)%

For the year ended December 31, 2013, revenue €dekreased $42 million, or 1 percent, due to aedese in display revenue ex-TAC

partially offset by an increase in search revenu@A&C and other revenue ex-TAC.

For the year ended December 31, 2012, revenue €iméreased $87 million, or 2 percent, due to @ngase in search revenue ex-TAC

partially offset by a decline in display revenueTexC.

Adjusted EBITDA (a nol-GAAP financial measure)

Years Ended December 31 20112012 20122013
2011 2012 2013 % Change % Change
(dollars in thousands)

Net income attributable to Yahoo! Ir $1,048,82° $3,945,47  $1,366,28. N/M (65)%
Costs associated with the Korea business andoissiic — 99,48t — 100% (100)%
Dea-related costs related to the sale of Alibaba Gishgres — 6,50( — 100% (100)%
Depreciation and amortizatic 625,86: 649,26 628,77¢ 4% ()%
Stocl-based compensation expel 203,95¢ 224,36! 278,22( 10% 24%
Goodwill impairment charg — — 63,55¢ — 100%
Restructuring charges, net, as adju 24,42( 152,74. 3,76¢ N/M (98)%
Other income, ne (27,17% (4,647,83) (43,357 N/M N/M
Provision for income taxe 241,76 1,940,04. 153,39. N/M N/M
Earnings in equity interes (476,920 (676,43 (896,679 42% 33%
Net income attributable to noncontrolling intere 13,84: 5,12:% 10,28t (63)% 101%
Adjusted EBITDA $1,654,58. $1,698,72  $1,564,24! 3% (8)%

Percentage of revenue-TAC @@ 38% 38% 35%

N/M = Not Meaningful

@ For the year ended December 31, 2012, this amowhides the restructuring charges of $83 millidatex! to the Korea business and its

closure, which charges are included in costs aatamtivith the Korea business and its clos
@ Revenue e-TAC is calculated as GAAP revenue less T/

@) Net income attributable to Yahoo! Inc. as a pemgatof GAAP revenue in 2011, 2012, and 2013 wase2dent, 79 percent, and

percent, respectivel

For the year ended December 31, 2013, adjustedEBdecreased $134 million, or 8 percent, compaoe2ltl 2, mainly due to a decline in

revenue ex-TAC and an increase in global operatirsgs.

39



Table of Contents

For the year ended December 31, 2012, adjusted EBIficreased $44 million, or 3 percent, compareé@al1. Excluding the impact of the
Initial Repurchase described under “SignificantriBactions” below, such increase was primarilylattdble to increased revenue in the
Americas region and a decline in TAC in the EMEgioa.

Free Cash Flow (a non-GAAP financial measure)

Years Ended December 31

2011 2012 2013
(dollars in thousands)

Net cash provided by (used in) operating activi $1,323,80! $(281,559) $1,195,24
Acquisition of property and equipment, 1 (593,299 (505,50 (338,13)
Dividends received from equity investe (75,39) (83,649 (135,05
Excess tax benefits from stc-based award 70,68( 35,84+ 64,40°

Free cash flow(* $ 725,80: $(834,86!) $ 786,46!

(*) Excluding the impact of the cash taxes pai&®f3 billion related to the Initial Repurchase dised under “Significant Transactions”
below, free cash flow for the year ended DecemhefB12 would have been $1.4 hillic

For the year ended December 31, 2013, free cashifflcreased $1.6 billion, compared to 2012. Exaigdhe impact of the cash taxes paid in

2012 of $2.3 billion related to the Initial Repuasie described under “Significant Transactions” Wefoee cash flow decreased $645 million in
2013, compared to 2012. The decline was primatily & an upfront payment of $550 million we recdiie 2012 from Alibaba Group

Holding Limited (the “Alibaba Group”) in satisfaoti of certain future royalty payments under thestxg technology and intellectual property
license agreement with Alibaba Group (the “TIPLAQr which there were no similar payments in 2018is was partially offset by a decrease
in capital expenditures.

For the year ended December 31, 2012, free cashdéereased $1.6 billion, compared to 2011. Exdgdhe impact of the cash taxes paid of
$2.3 hillion related to the Initial Repurchase dimad under “Significant Transactions” below, figgsh flow increased $705 million primarily
due to the upfront payment of $550 million fromt#dba Group in 2012 described above.

Non-GAAP Financial Measures

Revenue «TAC. Revenue ex-TAC is a non-GAAP financial measurfimdd as GAAP revenue less traffic acquisition sgsTAC”). TAC
consists of payments made to Affiliates that hawegrated our advertising offerings into their sisd@d payments made to companies that ¢
consumer and business traffic to Yahoo Propefased on the terms of the Search Agreement witiddadt described under “Significant
Transactions” below, Microsoft retains a revenuarstof 12 percent of the net (after TAC) searclemnere generated on Yahoo Properties and
Affiliate sites in transitioned markets. We repitie net revenue we receive under the Search Agrgeasaevenue and no longer present the
associated TAC. Accordingly, for transitioned mask&e report GAAP revenue associated with the $eagceement on a net (after TAC)
basis rather than a gross basis. For markets #thihot yet transitioned, revenue continued to beroeed on a gross (before TAC) basis, and
TAC is recorded as a part of operating expenses.

We present revenue ex-TAC to provide investors &iongsed by us for evaluation and decision-malkiagposes during the Microsoft
transition and to provide investors with comparablenue numbers when comparing periods precedin@)g and following the transition
period. A limitation of revenue eXAC is that it is a measure which we have defir@driternal and investor purposes that may be niqus
and therefore it may not enhance the comparalsifigur results to other companies in our industhpwave similar business
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arrangements but address the impact of TAC diftireManagement compensates for these limitatignal®o relying on the comparable
GAAP financial measures of revenue and total opegatxpenses, which include TAC in non-transitioneatkets.

Adjusted EBITD/. Adjusted EBITDA is a non-GAAP financial measuefided as net income attributable to Yahoo! Indotetaxes,
depreciation, amortization of intangible assets;lsbased compensation expense, other income, nethi(widludes interest), earnings in eq
interests, net income attributable to noncontrgliimerests, and certain gains, losses, and expdingewe do not believe are indicative of our
ongoing results.

We present adjusted EBITDA because the exclusimexéin gains, losses, and expenses facilitatepadsons of the operating performance
of our Company on a period to period basis. AdpiEBITDA has limitations as an analytical tool aiuld not be considered in isolation or
as a substitute for results reported under GAARSEHimitations include: adjusted EBITDA does reftact tax payments and such payments
reflect a reduction in cash available to us; adjd€BITDA does not reflect the periodic costs ataia capitalized tangible and intangible
assets used in generating revenues in our buss)esfjasted EBITDA does not include stock-basedpmmation expense related to our
workforce; adjusted EBITDA also excludes other meg net (which includes interest), earnings in gguierests, net income attributable to
noncontrolling interests and certain gains, losaed,expenses that we do not believe are indicafieeir ongoing results, and these items may
represent a reduction or increase in cash avaitahls. Adjusted EBITDA is a measure that may bguato us, and therefore it may not
enhance the comparability of our results to otlwnganies in our industry. Management compensateahdse limitations by also relying on
the comparable GAAP financial measure of net incatirébutable to Yahoo! Inc., which includes taxaéspreciation, amortization, stoblaser
compensation expense, other income, net (whiclided interest), earnings in equity interests, medme attributable to noncontrolling
interests and the other gains, losses and exp#retesre excluded from adjusted EBITDA.

Free Cash Flov. Free cash flow is a non-GAAP financial measurfindd as net cash provided by (used in) operatitigities (adjusted to
include excess tax benefits from stock-based aydedss (i) acquisition of property and equipmergt and (ii) dividends received from equity
investees.

We consider free cash flow to be a liquidity measuhich provides useful information to managemeict iavestors about the amount of cash
generated by the business after the acquisitiganagerty and equipment, which can then be usedtfategic opportunities including, among
others, investing in our business, making stratagguisitions, strengthening the balance sheetrgputchasing stock. A limitation of free c:
flow is that it does not represent the total inseear decrease in the cash balance for the péviadagement compensates for the limitation of
free cash flow by also relying on the net changesish and cash equivalents as presented in ounl@ated statements of cash flows preparec
in accordance with GAAP which incorporates all caglvements during the period.

Significant Transactions
Acquisition of Tumblr

On June 19, 2013, we completed the acquisitionuohlr, Inc. (“Tumblr”), a blog-hosting Website thatows users to post their own content
as well as follow or re-blog posts made by oth@rsisThe acquisition of Tumblr brings a communityiew users to the Yahoo Network. The
total purchase price of approximately $990 millamsisted mainly of cash consideration. See NotéAkguisitions” in the Notes to our
consolidated financial statements for addition&rimation.

Initial Repurchase of Alibaba Group Holding Limite@rdinary Shares

See Note 8—“Investments in Equity Interests” in Naes to our consolidated financial statementsrffmrmation regarding the repurchase by
Alibaba Group of 523 million of the 1,047 milliomdinary shares of
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Alibaba Group (the “Shares”) we owned at the titie (Initial Repurchase”) pursuant to the terms.@&hare Repurchase and Preference She
Sale Agreement (as amended on September 11, 2@1Qaiaber 14, 2013, the “Repurchase Agreement”).

In September 2012, we received net cash proceegjgpodximately $4.3 billion after the payment ofda and fees from the Initial Repurchase
which included the $550 million TIPLA payment. Waturned $3.65 billion of these after-tax proceedshareholders.

In connection with the Initial Repurchase, we aksteived $800 million in Alibaba Group Preferenta®s. On May 16, 2013, we received
$846 million in cash from Alibaba Group to rededra Alibaba Group Preference Shares. The cash extedpresented the redemption value,
which included the stated value of $800 milliongphccrued dividends of $46 million.

The Company, Yahoo! Hong Kong Holdings Limited (“iKF and Alibaba Group entered into a Second Ameninte@ the Share Repurchase
and Preference Share Sale Agreement, dated asalbedd 4, 2013. The amendment reduced the maxinumber of Shares of Alibaba Gro
that we are required to sell in connection withratial public offering of Alibaba Group meetingrtain specified criteria (a “Qualified IPO")
from 261.5 million Shares to 208.0 million Shares.

Convertible Senior Notes

In 2013, we completed the offering of $1.4375 billiaggregate principal amount of our 0.00% Conbiertsenior Notes due in 2018 (the
“Notes”). The Notes were sold in a private placemamer a purchase agreement, dated November 28, @t we entered into with J.P.
Morgan Securities LLC and Goldman, Sachs & Corepsesentatives of the several initial purchasamsed therein (collectively, the “Initial
Purchasers”), for resale to qualified institutiobalers pursuant to Rule 144A under the Secut@of 1933, as amended (the “Securities
Act”). In connection with the issuance of the Not@s entered into note hedge transactions withrittiel Purchasers (in such capacity, the
“Option Counterparties”) to reduce the potentidditibn with respect to our common stock upon cosiagr of the Notes or offset any cash
payment we would be required to make in excesBeptincipal amount of converted Notes. For the yealed December 31, 2013, we used
$206 million to pay the cost of the privately negtetd note hedge transactions. Separately, weeshteto privately negotiated warrant
transactions with the Option Counterparties givimgm the right to purchase Yahoo common stock fusnThe warrant transactions will have
a dilutive effect with respect to our common stteithe extent that the market price per share pEommon stock exceeds the $71.24 strike
price of the warrants on or prior to the expiratil@ie of the warrants. For the year ended DeceBhe2013, we received $125 million from
issuance of warrants.

Concurrent with the offering, we also used appratety $87.5 million of the net proceeds from thie d the Notes to repurchase
approximately 2.5 million shares of our common ktd'e expect to use the remainder of the net pascéem the sale of the Notes for gen
corporate purposes, including, but not limitedaoquisitions or other strategic transactions, &t repurchases of common stock and
working capital. For additional information seeetit 5—Recent Sales of Unregistered Securities” asté ll1—"“Convertible Notes” in the
Notes to our consolidated financial stateme

Search Agreement with Microsoft Corporatic

On December 4, 2009, we entered into a Search dmdrfising Services and Sales Agreement, as ame(itied'Search Agreement”) with
Microsoft Corporation (“Microsoft”), which provideer Microsoft to be the exclusive algorithmic gpaid search services provider on Yahoo
Properties and non-exclusive provider of such ses/bn Affiliate sites. We also entered into a himAgreement with Microsoft pursuant to
which Microsoft acquired an exclusive 10-year lisemo our core search technology that it will bke &b integrate into its
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existing Web search platforms. The global transitié our algorithmic and paid search platforms tiedglsoft’s platform and the migration of
paid search advertisers and publishers to Micrissplatform were to be done on a market by marksi$

During the first five years of the Search Agreementransitioned markets we are entitled to reedi8 percent of the revenue generated from
Microsoft’'s services on Yahoo Properties. We ase a@ntitled to receive 88 percent of the revenuegged from Microsoft's services on
Affiliate sites after the Affiliate’'s share of remege. In the transitioned markets, for search regeganerated from Microsoft'services on Yah
Properties and Affiliate sites, we report as reeethe 88 percent revenue share, as we are notitharp obligor in the arrangement with the
advertisers and publishers. The underlying seadebréising services are provided by Microsoft. Rew Affiliates during the term of the
Search Agreement, and for all Affiliates after finst five years of such term, we will receive 88&pent of the revenue generated from
Microsoft’s services on Affiliate sites after thédfilate’s share of revenue and certain Microsafsts are deducted. Under the Search
Agreement, Yahoo is the exclusive worldwide relasioip sales force for both companies’ premium d$eadvertisers. On February 23, 2015
(the fifth anniversary of the date that implementabf the Search Agreement commenced), Microsdfthave the option to terminate our
sales exclusivity for premium search advertisdrislitrosoft exercises its option, the revenue shate will increase to 93 percent for the
remainder of the term of the Search Agreement,sgniee exercise our option to retain our sales skaty, in which case the revenue share
would be reduced to 83 percent for the remaindéneterm. If Microsoft does not exercise suchaptihe revenue share rate will be 90
percent for the remainder of the term of the SeAgteement.

The term of the Search Agreement is 10 years frebrirary 23, 2010, subject to earlier terminatiopravided in the Search Agreement.
Revenue under the Search Agreement representeoxappiely 20 percent, 25 percent, and 31 percentipfevenue for the years ended
December 31, 2011, 2012 and, 2013, respectively.

Under the Search Agreement, for each market, Midt@generally guarantees Yahoo's revenue per s€&R#S Guarantee”) on Yahoo
Properties only for 18 months after the transitibpaid search services to Microsoft's platfornthat market. The RPS Guarantee is based ol
the difference in revenue per search between #wransition and post-transition periods and certdier factors. We record the RPS
Guarantee as search revenue in the quarter theratnecomes fixed, which is typically the quarteminich the associated shortfall in revenue
per search occurred. In the fourth quarter of 204itrosoft agreed to extend the RPS Guaranteeeitsts. and Canada through March 2013,
and in the second quarter of 2013, Microsoft extehttie RPS Guarantee in the U.S. through March.2@1une 2013, Microsoft and we
agreed upon the RPS Guarantee payment amountptid® us for the quarters ended December 312,2@&rch 31, 2013 and June 30,
2013. We also agreed to fixed quarterly payment®inof the RPS Guarantee in the U.S. for the tgusiending September 30,

2013, December 31, 2013 and March 31, 2014. Intiaddive agreed to waive our right to receive amyfe RPS Guarantee payments in all
other markets except Taiwan and Hong Kong. We d@xgjpect the remaining quarterly payment from Méafb and any RPS Guarantee
payments for Taiwan and Hong Kong to have a matenigact on our expected future revenue.

Under the Search Agreement, Microsoft agreed tabvarse us for certain transition costs up to amexggge total of $150 million during the
first three years of the Search Agreement. Dufiiregthird quarter of 2011, our cumulative transittmsts exceeded Microsoft's $150 million
reimbursement cap under the Search Agreement. ificansosts we incurred in excess of the $150 onllieimbursement cap were not subject
to reimbursement. Our results for the year endetkBéer 31, 2011 reflect the final transition cestnbursements from Microsoft under the
Search Agreement of $26 million.

We completed the transition of our algorithmic gaid search platforms to the Microsoft platfornhie U.S. and Canada in the fourth quarter
of 2010. In 2011, we completed the transition gbathmic search in all other markets. By the ehd@12, we had completed the transition of
paid search in India, most of the EMEA markets, sindnarkets in Latin America. By the end of 200@, had substantially completed the
transition of paid search, including the transitafrpaid search in Taiwan and Hong Kong.
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From February 23, 2010 until the applicable sew/igere fully transitioned to Microsoft in all matkeMicrosoft was required under the Se.
Agreement to reimburse us for the costs of opagatlgorithmic and paid search services subjecpséeified exclusions and limitations. Our
results reflect search operating cost reimbursesifenitn Microsoft under the Search Agreement of 8dlion, $67 million, and $212 million
for the years ended December 31, 2013, 2012, ahtl, 28spectively.

We record receivables for the reimbursements as eos incurred and apply them against the operatipense categories in which the costs
were incurred. Of the total amounts incurred duthmgyears ended December 31, 2012 and 2013, tdle¢onbursements not yet received
from Microsoft of $5 million were classified as paf prepaid expenses and other current assetameoasolidated balance sheets as of
December 31, 2012 and 2013.

See Note 19—"Search Agreement with Microsoft Coagion” in the Notes to our consolidated financtatesments for additional information.

Results of Operations

Years Ended December 31 2011-2012 2012-2013
2011 2012 2013 % Change % Change

(dollars in thousands)
Revenue for groups of similar servic

Display
Yahoo Propertie $1,998,31. $1,930,23. $1,744,13 )% (10)%
Affiliate sites 161,99° 212,58« 205,70( 31% (3)%
Total Display revenu $2,160,30! $2,142,81 $1,949,83 D)% (9)%
Searct
Yahoo Propertie $1,056,05: $1,206,20! $1,371,13. 14% 14%
Affiliate sites 797,05 679,65: 370,65 (15)% (45)%
Total Search revent $1,853,111 $1,885,86! $1,741,79 2% (8)%
Other $ 970,78 $ 957,88t $ 988,75! L)% 3%
Total revenue $4,984,19' $4,986,56! $4,680,38! — (6)%
Cost of revent—TAC 603,37: 518,90t 254,44, (14)% (51)%
Cost of reven.—other 983,62¢ 1,101,66! 1,094,93 12% ()%
Sales and marketir 1,122,19. 1,101,57, 1,130,82 2)% 3%
Product developmel 919,36¢ 885,82: 1,008,48 (4)% 14%
General and administrati 497,28t 540,24 569,55! 9% 5%
Amortization of intangible: 33,59 35,81¢ 44,84 7% 25%
Gains on sales of pater — — (79,950 — 10C%
Goodwill impairment charg — — 63,55¢ — 10C%
Restructuring charges, r 24,42( 236,17( 3,76¢ N/M (98)%
Total operating expens: $4,183,85! $4,420,19; $4,090,45. 6% (M)%
Income from operation $ 800,34: $ 566,36¢ $ 589,92 (29)% 4%
Includes:
Stock-based compensation expel $ 203,95¢ $ 224,36 $ 278,22 10% 24%
Costs associated with the Korea business al
closure $ — $ 99,48 $ — 100% (100%

N/M = Not Meaningful
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The following table sets forth selected informattmmcerning our results of operations as a pergert&revenue for the period indicated:

Revenue for groups of similar servic
Display
Yahoo Propertie
Affiliate sites
Total Display revenu
Searct
Yahoo Propertie
Affiliate sites
Total Search revent
Other
Total revenue
Cost of revent—TAC
Cost of reven.—other
Sales and marketir
Product developmel
General and administrati
Amortization of intangible:
Gains on sales of pater
Goodwill impairment charg
Restructuring charges, r
Total operating expens
Income from operation

Includes:
Stocl-based compensation expel
Costs associated with the Korea business andoissiie
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Years Ended December 31

2011

2012

2013

(dollars in thousands)

40%  39%  37%
3% 4% 5%
43%  43% _ 42%
21%  24%  29%
16%  14% 8%
37%  38%  37%
20%  19%  21%
100% 100% 100%
12%  10% 6%
20%  22%  23%
23%  22%  24%
18%  18%  22%
10%  11%  12%
1% 1% 1%
— — Q%
— — 1%
84% 89%  87%
16%  11%  13%
4% A% 6%
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Management Reporting

We continue to manage our business geographiddily primary areas of measurement and decision makincurrently the Americas, EME
and Asia Pacific. Management relies on an interebrting process that provides revenue ex-TA@atlicosts excluding TAC by segment,
and consolidated income from operations for makiagisions related to the evaluation of the finanmésformance of, and allocating resource:
to, our segments.

Years Ended December 31 2011-2012 201z-2013

2011 2012 2013 % Change % Change
(dollars in thousands)

Revenue by segmer

Americas $3,302,98' $3,461,63: $3,481,50: 5% 1%
EMEA 629,38: 472,06: 385,18t (25)% (18)%
Asia Pacific 1,051,82 1,052,87 813,69. — (23)%
Total revenus $4,984,19 $4,986,56! $4,680,38! — (6)%
TAC by segment
Americas $ 160,11( $ 182,51: $ 158,97 14% (13)%
EMEA 221,91t 114,23( 42,91¢ (49)% (62)%
Asia Pacific 221,34! 222,16! 52,55¢ — (76)%
Total TAC $ 603,37: $ 518,90t $ 254,44, (14)% (51)%
Revenue e-TAC by segment
Americas $3,142,87 $3,279,12. $3,322,52 4% 1%
EMEA 407,46 357,83: 342,27: (12)% (4)%
Asia Pacific 830,48: 830,70 761,13¢ — (8)%
Total revenue e-TAC $4,380,82: $4,467,66! $4,425,93: 2% (2)%
Direct costs by segme®:
Americas 696,10: 733,31t 747,68 5% 2%
EMEA 165,75( 161,99( 165,71¢ (2)% 2%
Asia Pacific 225,41 224,11. 197,61¢ (1)% (12)%
Global operating cos®® 1,638,97! 1,672,071 1,830,62 2% 9%
Depreciation and amortizatic 625,86 649,26 628,77¢ 4% (3)%
Stocl-based compensation expel 203,95¢ 224,36! 278,22( 10% 24%
Gains on sales of pater — — (79,950 — 10C%
Goodwill impairment charg — — 63,55¢ — 10C%
Restructuring charges, r 24,42( 236,17( 3,76¢€ N/M (98)%
Income from operation $ 800,34: $ 566,36! $ 589,92« (29)% 4%

N/M = Not Meaningful

@ Direct costs for each segment include cost of regerother, as well as other operating expenses thatieetly attributable to the segm
such as employee compensation expense (excludiog-based compensation expense), local sales ariebtimg expenses, and facilities
expenses. Beginning in 2012, marketing and custaxg@erience costs are managed locally and incladetirect costs for each segment.
Prior period amounts have been revised to conforthe current presentatic

@ Global operating costs include product developmeeyice engineering and operations, general amnéstrative, and other corporate
expenses that are managed on a global basis arat¢haot directly attributable to any particulagsent. Prior to 2012, marketing and
customer experience costs were managed on a dlabal and included as global operating costs. Pedod amounts have been revise
conform to the current presentatic

46



Table of Contents

@) The net cost reimbursements from Microsoft purstimtiie Search Agreement are primarily includeglabal operating costs. Operating
costs and expenses consist of cost of revenue—TA&E;0f revenue—other; sales and marketing, prodextlopment; general and
administrative; amortization of intangible assats] restructuring charges, net. Cost of revenueeratbnsists of bandwidth costs and
other expenses associated with the production aageuof Yahoo Properties, including amortizatioaatfuired intellectual property rights
and developed technolog

Revenue

We generate revenue principally from display arata®advertising on Yahoo Properties and Affilisites, with the majority of our revenue
coming from advertising on Yahoo Properties. Ourgims on revenue from Yahoo Properties advertisigghigher than our margins on
revenue from display and search advertising onliafé sites as we pay TAC to our Affiliates. Additally, we generate revenue from other
sources including listings-based services, fatititpcommercial transactions, royalties, and coresuamd business fee-based services.

With the significant platform shift to mobile dees, including smartphones and tablets, we haveased our strategic focus on mobile
products and mobile ad formats. We have hired emging and technical talent to help us accelenatesfforts in mobile development, and
introduced new mobile apps and refreshed the ugmrience on mobile across a number of Yahoo Ptiegeincluding News, Sports and
Finance. We are seeing an increase in the numhmrrafaily and monthly mobile users as a resuthe$e product improvements. The
monetization of these mobile products is drivemgariily through advertisements and we are commttiezmbntinuing to develop and deliver
innovative ad formats on mobile. While we see aifitant opportunity for monetization on mobile,rthg 2013 and at present our revenue
from mobile is not material.

Display Revenu

Display revenue is generated from the display appical and non-graphical advertisements (“displdyertising”). We earn revenue from
guaranteed or “premium” display advertising by deling advertisements according to advertisersti§ipe criteria, such as number of
impressions during a fixed period on a specificpfaent. Also, we earn revenue from non-guarante&aom-premium”display advertising b
delivering advertisements on a preemptible basis.

We recognize revenue from display advertising ohotaProperties and Affiliate sites as impressiaesdelivered. Impressions are delivered
when a sold advertisement appears in pages vieweddrs. Arrangements for these services gendrallg terms of up to one year. For dis
advertising on Affiliate sites, we pay TAC to Aféites for the revenue generated from the displahiede advertisements on the Affiliate sites.
The display revenue derived from these arrangentkatsnvolve traffic supplied by Affiliates is reged on a gross basis (before deducting
TAC paid to Affiliates) as we are the primary oloiigo the advertisers who are the customers oflidfday advertising service.

Display revenue for the year ended December 313 #@treased by 9 percent, compared to 2012. Thiease was primarily attributable to a
decline in number of ads that we sold on a prentasis on Yahoo Properties in the Americas region.

Display revenue for the year ended December 312 #@treased by 1 percent, compared to 2011. Thieawse can be attributed to a declin
display revenue on Yahoo Properties in the EMEAareg

Search Revenue

Search revenue is generated from clicks on tex@édhsks to advertisers’ Websites that appear milgnan search results pages (“search
advertising”). We recognize revenue from searchedtsing on Yahoo Properties

47



Table of Contents

and Affiliate sites. Search revenue is recognizasked on Paid Clicks. A Paid Click occurs when afvgser clicks on a sponsored listing on
Yahoo Properties or Affiliate sites for which arvadiser pays on a per click basis. Under the $eagreement with Microsoft, in transitioned
markets we report as revenue our 88 percent rev@mare as we are not the primary obligor in tharegement with the advertisers. See
“Significant Transactions—Search Agreement with idgoft Corporation” above for a description of @garch Agreement with Microsoft. In
non-transitioned markets, we paid Affiliates TAQ fbe revenue generated from the search advertigsroa the Affiliates’ Websites. The
revenue derived from these arrangements was reponta gross basis (before deducting the TAC makffiliates), as we were the primary
obligor to the advertisers in non-transitioned netsland we recorded the related revenue as it arag@ We also generate search revenue
from a revenue sharing arrangement with Yahoo Jépasearch technology and services.

Search revenue for the year ended December 31,&8F8ased by 8 percent compared to 2012. Searehue decreased primarily due to
declines in Affiliate revenue in the Asia Pacifegion resulting from the closure of our Korea bass) and declines in Affiliate revenue in the
EMEA region due to the required change in revemesgntation for transitioned markets from a gros$are TAC) to a net (after TAC) basis.
This was partially offset by increased search reedn the Americas region, which resulted fromraréase in sponsored searches on Yahoo
Properties and higher revenue per search due tmirag ad formats.

Search revenue for the year ended December 31,i@6dased by 2 percent compared to 2011. Seavehnue increased due to increased
search revenue in the Americas region which reddiltem an increase in sponsored searches on YatupeRies, as well as higher revenue
search. The increase was partially offset by deeaearch revenue in the EMEA region and otheketsmdue to the required change in
revenue presentation for transitioned markets faognoss to a net (after TAC) basis.

Other Revenue

Other revenue includes listings-based servicesweydransaction revenue, royalties, and fees teudristings-based services revenue is
generated from a variety of consumer and busingt@sgs-based services, including classified adsiad. We recognize listings-based service:
revenue when the services are performed. Transaai@®nue is generated from facilitating commeraisactions through Yahoo Properties,
principally from Yahoo Small Business, Yahoo Trawid Yahoo Shopping. We recognize transactiomugevhen there is evidence that
qualifying transactions have occurred. We alsoivecmyalties from joint venture partners that e¥eognized when earned. Fees revenue
consists of revenue generated from a variety ofgorer and business fee-based services as welvégesegfor small businesses. We recognize
fees revenue when the services are performed.

Other revenue for the year ended December 31, 2@i8ased by 3 percent, compared to 2012. Theasere/as primarily due to increased
royalty revenue resulting from the amended TIPLAeagent with Alibaba Group. This was partially effey a decrease in listings-based
revenue in the Americas region.

Other revenue for the year ended December 31, @8d2ased by 1 percent, compared to 2011. Thera wasrease in fees revenue from
certain of our broadband access partnerships aedlane in listings revenue in the Americas regiblnis decrease was partially offset by an
increase in the Americas region due to new and degpartner deals, as well as an increase in sos@fenue resulting from the amended
TIPLA agreement.

Display and Search Metric

We present information below regarding the numiiéAds Sold” and “Price-per-Ad” for display and timeimber of “Paid Clicks” and “Price-
per-Click” for search. This information is derivédm internal data.

“Ads Sold” is defined as display ad impressionsgdaying advertisers on Yahoo Properties. “PriceAw#tis defined as display revenue from
Yahoo Properties divided by our total number of &ddd. Our price and
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volume metrics for display are based on displagnere which we report on a gross basis (before TAQ).price and volume metrics for
display exclude both the number of Ads Sold and¢feged revenue for certain regions where we did-etain historical information in a
manner that would support period-to-period comjparisn these metrics. The countries and regionsdied in our display metrics are: the
United States, the United Kingdom, France, Germ&pgin, Italy, Taiwan, Hong Kong, Southeast Asraj india.

“Paid Clicks” are defined as clicks by enders on sponsored search listings on Yahoo Piepard Affiliate sites for which an advertiser g
on a per click basis. “Price-per-Click” is definasl search revenue divided by our total number iof €kcks. Our price and volume metrics for
search are based on gross search revenue (bef@gimAll markets in which we operate.

We periodically review, refine and update our metlogies for monitoring, gathering, and countingniers of Ads Sold and Paid Clicks and
for calculating Price-per-Click and Price-per-Ad.

Commencing in the third quarter of 2013, we madeghupdates to our methodologies. First, we noldecthe impressions and revenue
associated with our new stream ad units, whictdaay ads that appear in the content streamseddwy users, in our display price and
volume metrics (Ads Sold and Price-per-Ad). Secaomghrovide metrics that are more consistent withlastorical revenue trends, the revenue
and volume associated with other display advertsgmsold on a price-per-click basis have beeruerd from our search price and volume
metrics (Paid Clicks and Price-per-Click) and thely continue to be excluded from our display praned volume metrics. Finally, the
Microsoft RPS Guarantee has been excluded fromdloeilation of Price-per-Click. Due to the closofd¢he Korea business in the fourth
quarter of 2012, “Ads Sold,” “Paid Clicks,” “Priqeer-Ad,” and “Price-per-Click,” as presented belexclude the Korea market for all periods
presented. Prior period amounts have been updaiszhform to the current presentation.

Display Metrics

For the year ended December 31, 2013, number ofSattsdecreased 1 percent and Price-per-Ad deatdagercent, compared to 2012. The
decrease in number of Ads Sold year-over-year webutable to a decline in premium Ads Sold, whiehs partially offset by growth in non-
premium advertising as a result of stream ad umtie.decrease in Price-per-Ad year-over-year wastaa shift in the mix of ads sold towards
lower monetizing stream ad units.

For the year ended December 31, 2012, number ofSattsdecreased 10 percent and Price-per-Ad inede@percent, compared to 2011. The
decrease in number of Ads Sold year-over-year Webutable to a decline in number of Ads Sold cahgo Properties in the Americas and
Asia Pacific regions. The increase in Price-pemfss due to a change in the mix of our ads sold.

Search Metrics

For the year ended December 31, 2013, Paid Clickeased 19 percent and Price-per-Click decreapedcént, compared to 2012. The
increase in Paid Clicks was attributable to imptbad formats on Yahoo Search, increased mobilédrahd increased Affiliate traffic in the
Americas region. The increase in Affiliate traffi@s driven by incremental traffic in Latin Americghe decrease in Price-per-Click was
primarily due to a higher mix of traffic in loweranetizing geographic regions and traffic qualitypnmvement initiatives conducted by Yahoo,
which lowered Price-per-Click.

For the year ended December 31, 2012, Paid CliottsPaice-per-Click increased 8 percent and 2 pércespectively, compared to 2011. The
increase in Paid Clicks was primarily attributatiéhe optimization of the user interface. The éase in Price-petlick was due to a change
the mix of Paid Clicks on our sponsored listings.
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Revenue e-TAC by Segment
Americas

Americas revenue ex-TAC for the year ended Decer@dbeP013 increased $43 million, or 1 percent, carag to 2012. The increase in
Americas revenue ex-TAC was primarily attributafdlean increase in search revenue ex-TAC of $14Bomiand fees revenue of $87 million.
The increase in search revenue ex-TAC was atttieita an increase in sponsored searches on Yalopeffies and higher revenue per searc
due to improved ad formats. The increase in feesmee was primarily due to increased royalty reeerasulting from the amended TIPLA
agreement with Alibaba Group. This was partiallisef by a decline in display revenue ex-TAC of $idilion due to declines in the number
of Ads Sold on a premium basis on Yahoo Properéird,a decline in listings revenue of $50 million.

Americas revenue ex-TAC for the year ended Decer@bgP012 increased $136 million, or 4 percent, garad to 2011. The year-over-year
increase in Americas revenue ex-TAC was primatil§itautable to increased search revenue ex-TAC firreases in sponsored search on
Yahoo Properties, which was partially offset byeslthe in display revenue ex-TAC.

Revenue ex-TAC in the Americas accounted for apgprately 75 percent of total revenue ex-TAC for ylear ended December 31, 2013,
compared to 73 percent in 2012 and 72 percenti4.20

EMEA
EMEA revenue exFAC for the year ended December 31, 2013 decrebb@dnillion, or 4 percent, compared to 2012, dudedlines in displs
revenue ex-TAC on Yahoo Properties driven by aehs®m in premium advertising primarily related talMa

EMEA revenue ex-TAC for the year ended Decembef812 decreased $50 million, or 12 percent, compear®011. The year-over-year
declines in EMEA revenue ex-TAC were primarily tethto decreased search and display revenue ex-$8&ch revenue ex-TAC declined
due to the revenue share with Microsoft associaiddthe Search Agreement. Display revenue ex-TAC'ahoo Properties also declined due
to a decrease in premium advertising related tecdirte in supply which was partially offset by iaased pricing.

Revenue ex-TAC in EMEA accounted for approximatelyercent of total revenue @AC for the year ended December 31, 2013, compiar
8 percent in 2012 and 9 percent in 2011.

Asia Pacific

Asia Pacific revenue ex-TAC for the year ended Dewer 31, 2013 decreased $70 million, or 8 percemipared to 2012. The decline was
primarily attributable to a decrease in revenu@ AC related to the closure of our Korea business&3 million and unfavorable foreign
exchange rate fluctuations.

Asia Pacific revenue ex-TAC for the year ended Demer 31, 2012 was flat compared to 2011 due toerease in display revenue ex-TAC
offset by a decline in search revenue ex-TAC.

Revenue ex-TAC in Asia Pacific accounted for apprately 17 percent of total revenue ex-TAC for ylear ended December 31, 2013,
compared to 19 percent for both 2012 and 2011.

Direct Costs by Segme

Americas

For the year ended December 31, 2013, direct etisisutable to the Americas segment increasednillibn, or 2 percent, compared to 2012.
The increase in direct costs was primarily duantwgases in marketing expenses
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of $25 million and content costs of $5 million. Tinerease in marketing expenses was primarily dwltertising campaigns to generate
additional traffic on Yahoo Shopping, Mail, AutasdaScreen, as well as our On the Road with Yahatetiag campaign and our Fantasy
Football television advertising campaign. Thereewso similar campaigns in 2012. The increase irketarg expenses and content costs was
partially offset by declines in compensation cadt$9 million and bandwidth and other cost of revef $6 million.

For the year ended December 31, 2012, direct etisisutable to the Americas segment increasedn§ilion, or 5 percent, compared to 2011.
The increase in direct costs was primarily dueigdér compensation of $44 million and content co$t835 million partially offset by lower
marketing costs of $33 million and bandwidth aneotcost of revenue of $7 million.

Direct costs attributable to the Americas segmeptasented approximately 23 percent of Americasmes ex-TAC for the year ended
December 31, 2013 compared to 22 percent for bt 2nd 2011.

EMEA

For the year ended December 31, 2013, direct atisiButable to the EMEA segment increased $4 anillior 2 percent, compared to 2012.
increase in direct costs was primarily attributablan increase in content costs and marketingresqgeof $6 million partially offset by a $3
million decrease in compensation costs and bantveidtl other cost of revenue.

For the year ended December 31, 2012, direct etisiutable to the EMEA segment decreased $4anillor 2 percent, compared to 2011.
The decline was primarily due to decreased compiemseosts of $3 million and marketing expense$aillion in the region. This was
partially offset by increased content costs of $ian in the region.

Direct costs attributable to the EMEA segment repnéed approximately 48 percent of EMEA revenud@ &« for the year ended
December 31, 2013, compared to 45 percent andi¢emqan 2012 and 2011, respectively.

Asia Pacific

For year ended December 31, 2013, direct costbuttible to the Asia Pacific segment decreasedndifién, or 12 percent, compared to 20
The decrease was primarily attributable to a $18anidecline in compensation costs which resuftedh reduced headcount primarily related
to the closure of our Korea business, a $6 miltlenline in content costs, and a $10 million declimeutsourced service provider expenses ar
other expenses. This overall decrease was partififgt by an increase of $9 million in bandwidtidather cost of revenue in the region.

For year ended December 31, 2012, direct costbuttible to the Asia Pacific segment decreasediiibm or 1 percent, compared to 2011.
The decrease was primarily due to decreased magkexipenses offset by higher bandwidth and othstraforevenue.

Direct costs attributable to the Asia Pacific seghmtepresented approximately 26 percent of Asiafieaevenue ex-TAC for the year ended
December 31, 2013, compared to 27 percent for 2012 and 2011.

Operating Costs and Expenses
Traffic Acquisition Costs for Non-transitioned SgaMarkets and All Display Markets

TAC consists of payments made to third-party esgtithat have integrated our advertising offerimgs their Websites or other offerings and
payments made to companies that direct consumebusidess traffic to Yahoo Properties. We entear agreements of varying duration that
involve TAC. There are generally two economic
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structures of the Affiliate agreements: fixed paptsebased on a guaranteed minimum amount of tradfiwered, which often carry reciprocal
performance guarantees from the Affiliate, or Valegpayments based on a percentage of our reverhased on a certain metric, such as
number of searches or paid clicks. We expense Tiadeutwo different methods. Agreements with fixegments are expensed ratably over
the term the fixed payment covers, and agreemersischon a percentage of revenue, number of seamrh@tber metrics are expensed based
on the volume of the underlying activity or revermeltiplied by the agreed-upon price or rate.

TAC for the year ended December 31, 2013 decreb@d million, or 51 percent, compared to 2012. @eerease for the year ended
December 31, 2013, compared to 2012, was primatiifibutable to declines in the Asia Pacific, EMBAd Americas regions of $170 million,
$71 million and $23 million, respectively. The daelwas due to (i) the closure of our Korea bugneshe Asia Pacific region, (ii) the
required change in revenue presentation for addititransitioned markets from a gross (before T&G net (after TAC) basis in the EMEA
region, and (iii) a decline in display revenuehe fAmericas region.

TAC for the year ended December 31, 2012 decreb®€dnillion, or 14 percent, compared to 2011. Teerdase for the year ended
December 31, 2012, compared to 2011, was primattilibutable to the required change in the presientaf revenue from a gross (before
TAC) to a net (after TAC) basis in EMEA associatéth the transition of paid search in the EMEA mygto Microsoft's search platform. This
decline was partially offset by an increase in g AC in the Americas region resulting from amaisition we completed in the fourth
quarter of 2011.

TAC represented approximately 6 percent of GAARnee for the year ended December 31, 2013, comparEipercent and 12 percent in
2012 and 2011, respectively. The decrease in TA&Z@scentage of GAAP revenue in 2013, as compar2d12, is due to the closure of our
Korea business in the Asia Pacific region and ithesition of paid search to Microsoft.

Cost of Revenue—Other

Cost of revenue-ether consists of bandwidth costs, and other exgseassociated with the production and usage of & 8noperties, includin
amortization of developed technology and patentst 6f revenue—other also includes costs for Yahitechnology platforms and
infrastructure, including depreciation expense ater operating costs, directly related to revegererating activities.

Cost of revenue—other decreased $7 million, orrte, for the year ended December 31, 2013, cazdpar2012. The decrease for the year
ended December 31, 2013, compared to 2012, wasplyndue to a decline in amortization of developechnology and patents of $18 milli
partially offset by an increase in content cost$Xf million.

Cost of revenue—other increased $118 million, opé&ent, for the year ended December 31, 2012pawed to 2011. The increase for the
year ended December 31, 2012, compared to 201 1prvaarily attributable to increases of $67 millionbandwidth costs, $38 million
content costs, and $10 million in incremental dejaitéon of server equipment.

Cost of revenue—other represented approximatelye28ent of GAAP revenue for the year ended Dece®bgeP013, compared to 22 percent
and 20 percent in 2012 and 2011, respectively.

Sales and Marketing

Sales and marketing expenses consist primarilgleértising and other marketing-related expensespemsation-related expenses (including
stock-based compensation expense), sales comngsaiwth travel costs.
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Sales and marketing expenses for the year endeehibexr 31, 2013 increased $29 million, or 3 pera@ntompared to 2012. The year-over-
year increase was primarily due to an increasedrketing expenses of $31 million and st-based compensation expenses of $20 million.
This was offset by a decline in other compensatwsts of $25 million. The increase in marketingenges was primarily due to advertising
campaigns to generate additional traffic on Yahbogping, Mail, Autos and Screen, as well as outl@nRoad with Yahoo marketing
campaign and our Fantasy Football television atsieg campaign, for which there were no similar paigns in 2012. The increase in stock
based compensation in the sales and marketingifunets due to an increase in the number of angnaisted at a higher fair value, including
performance-based awards. The decline in other easgtion costs in the sales and marketing funetas primarily due to a decline in
average headcount year-over-yeatr.

Sales and marketing expenses for the year endeghithexr 31, 2012 decreased $21 million, or 2 pereantompared to 2011. The year-over-
year decrease was primarily due to a decline irketgrg and public relations expenses as well ascirek in thir-party service provider
expenses. This was offset by higher salaries off#lfbn and higher stock-based compensation expen$17 million in the sales and
marketing function. The increase in salaries wastdihigher sales commissions. The increase ilk4iased compensation expense was due
primarily to increased award grants and vestinglgcations upon executive terminations.

Sales and marketing expenses represented apprekyr2dtpercent of GAAP revenue for the year endeddinber 31, 2013, compared to 22
percent and 23 percent in 2012 and 2011, respéctive

Product Developmet

Product development expenses consist primarilyofpensation-related expenses (including stock-besegbensation expense) incurred for
the development of, enhancements to and mainterain¢aghoo Properties, classification and organaratif listings within Yahoo Properties,
research and development, and Yahoo's technolagfopins and infrastructure. Depreciation expengkather operating costs are also
included in product development.

Product development expenses for the year endeeniissr 31, 2013 increased $123 million, or 14 per@ncompared to 2012. For the year
ended December 31, 2013, the increase was prinatiijputable to a decline in capitalizable prageat $65 million, as well as an increase in
facilities and equipment expense of $24 milliomcktbased compensation expense of $9 million, iealaf $11 million due to an increase in
headcount in the function, and travel and entemaimt expense of $6 million. The increase in staasell compensation in the product
development function was due to an increase imtimber of awards granted at a higher fair value.

Product development expenses for the year endeenilsgr 31, 2012 decreased $34 million, or 4 pereantompared to 2011. For the year
ended December 31, 2012, the decline was primattifiputable to a decline in salaries of $22 milend a decline in stock based
compensation expense of $6 million in the prodestedopment function as a result of reduced headaelated to the Q2’12 Restructuring
Plan described below.

Product development expenses represented apprakynz@ percent of GAAP revenue for the year endeddinber 31, 2013, compared to 18
percent for both 2012 and 2011.

General and Administrative

General and administrative expenses consist piliynafrcompensation-related expenses (includingkstmased compensation expense) related
to other corporate departments and fees for profiealsservices.

General and administrative expenses for the yedgdDecember 31, 2013 increased $29 million, cerégnt, as compared to 2012. The
increase in expenses in the general and admirvgt fainction was due to increases in facilities agdipment expense of $20 million due to
investments in office space and our global employee
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experience, salaries of $13 million due to an iaseein headcount in the function, and stock-basatpensation expense of $20 million due to
an increase in the number of awards granted agleehfair value, including performance-based awartigs was partially offset by a decline of
$20 million in legal costs.

General and administrative expenses for the yedgdkDecember 31, 2012 increased $43 million, cerggnt, as compared to 2011. The
increase in the general and administrative funaties due to increases of $16 million in profesdigeavices expense, $19 million in legal
costs associated with the closure of our Koreartassi, and $12 million in stock-based compensatiperese primarily due to vesting
accelerations upon executive terminations.

General and administrative expenses represented>apgately 12 percent of GAAP revenue for the yeraded December 31, 2013, compared
to 11 percent and 10 percent in 2012 and 2011ectisply.

Amortization of Intangible

We have purchased, and expect to continue purahasisets and/or businesses, which may includeutitlase of intangible assets. Intang
assets includes customer, affiliate, and advertiated relationships and tradenames, trademarkslamain names. Amortization of
developed technology and patents is included irctis¢ of revenue—other, and not in amortizatiomteEngibles.

Amortization of intangibles for the year ended Dmber 31, 2013 increased $9 million, or 25 percasnitompared to 2012. The year-over-yea
increase in amortization of intangibles from 2062013 was primarily driven by incremental amotima from acquisitions completed in
2013, partially offset by a decrease in amortizatbintangibles driven by fully amortized assetgquired in prior years.

Amortization of intangibles for the year ended Daber 31, 2012 increased $2 million, or 7 percent@npared to 2011. The year-over-year
increase in amortization of intangibles from 2062012 was primarily driven by the inclusion ofangibles related to an acquisition in the
fourth quarter of 2011. This is offset by a decesiasamortization expense for fully amortized assetguired in prior years.

Amortization of intangibles represented approxinyatepercent of GAAP revenue for the years endededwer 31, 2013, 2012, and 2011.

Gains on Sales of Patents

For the year ended December 31, 2013, we soldicgatents and recorded gains on sales of patéafspooximately $80 million. The gains
on sales of patents were primarily related to amatale agreement with a wholly-owned affiliateAibaba Group entered into during the
fourth quarter of 2013 for $70 million.

Goodwill Impairment Charge

We conducted our annual goodwill impairment tesbfa®ctober 31, 2013 and determined that the fanes of our reporting units, with the
exception of the Middle East reporting unit, exasgbtheir carrying values and therefore goodwithiose reporting units was not impaired. We
concluded that the carrying value of the MiddletEaporting unit exceeded its fair value and reedrd goodwill impairment charge of
approximately $64 million. See Note 5—“Goodwill” ihe Notes to our consolidated financial statemfartadditional information.
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Restructuring Charges, N
For the years ended December 31, 2011, 2012, at?l &8structuring charges, net was comprised ofd@ving (dollars in thousands):

Year Ended
December 31
2011 Year Ended December 31, 201
Restructuring Restructuring
Q212 Q412
Plans Prior to Plans Prior to Restructuring Korea Busines:
2012 2012 Plan Closure Total
Employee severance pay and related costs $ 12,96¢ $ 1,16¢ $ 96,53 $ 4,99¢ $102,70:
Non-cancelable lease, contract terminations,
other charge 10,25: 8,46: 9,541 8,99¢ 26,99¢
Other noi-cash charges, n 99C — 40,46: 69,43¢ 109,89t
Sub-total before accelerations (reversals) of
stock-based compensation expel 24,20t 9,631 146,54( 83,42¢ 239,59¢
Accelerations (reversals) of stock-based
compensation expen 214 — (3,429 — (3,429
Restructuring charges, r $  24,42( $ 9,631 $ 143,11 $  83,42¢ $236,17!
Year Ended December 31, 201
Restructuring
Q212 Q412 Q413
Plans Prior to Restructuring Korea Busines: Restructuring
2012 Plan Closure Plan Total
Employee severance pay and related costs $ (459) $ (15,40) $ (109 $ 5,14« $(10,819)
Non-cancelable lease, contract terminations, and
other charge 13,89 164 (20 — 14,03¢
Other nor-cash charge — — 547 — 547
Restructuring charges (reversal), $ 13,43 $ (15,23)) $ 424 $ 514« $ 3,76¢

Restructuring Plans Prior to 201. Prior to 2012, we implemented workforce reducticm strategic realignment, and consolidation abae
real estate facilities and data centers to reduceast structure, align resources with our prodtigttegy and improve efficiency. During the
year ended December 31, 2011, we incurred tot-tax cash charges of $23 million in severance, ifg@hd other related costs, net of reve
for adjustments to original estimates totaling $iifion. In addition to the pre-tax cash charges,n@corded a non-cash charge of $1 million
related to asset impairment. Of the $24 milliomastructuring charges, net recorded in the yeae@imecember 31, 2011, $22 million related
to the Americas segment, $1 million related toEMEA segment and $1 million related to the Asiaiflasegment. During the year ended
December 31, 2012, we recorded total pre-tax chatges of $10 million in severance, facility andestrelated costs, net of reversal for
adjustments to original estimates totaling $5 wiilliThe majority of the $10 million in restructugicharges, net recorded in the year ended
December 31, 2012, related to the Americas segment.

During the year ended December 31, 2013, we induo®l pre-tax cash charges of $13 million inlfacand other related costs, net of
reversal for adjustments to original estimateditayel million. Of the $13 million recorded fordtyear ended December 31, 2013, $8 million
related to the Americas segment and $5 millionteel&o the EMEA segment.
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As of December 31, 2013, the aggregate outstam@stgucturing liability related to the Restructyilans Prior to 2012 was $22 million, m
of which relates to non-cancelable lease costswhaxpect to pay over the terms of the relate@jatbns, which extend to the second quarter
of 2017.

Q212 Restructuring PlarDuring the second quarter of 2012, we began imphtimg the Q2’12 Restructuring Plan to reduce ourldwide
workforce by approximately 2,000 employees andotwsolidate certain real estate and data centditiisi During the year ended

December 31, 2012, we recorded total pre-tax chatges of $139 million in severance and facilitited costs and $40 million in non-cash
facility and other asset impairment charges. Thed fure-tax charges were offset by changes tormalgstimates of $33 million in severance
related costs recognized throughout 2012, primaslya result of redeployments and voluntary resigns of employees prior to their planned
severance dates and a $3 million credit relatethtocash stock-based compensation expense revensalsvested stock awards that were
forfeited. Of the $143 million in restructuring e¢lyas, net recorded in the year ended December032, 393 million related to the Americas
segment, $46 million related to the EMEA segmert $ million related to Asia Pacific segment.

During the year ended December 31, 2013, we reddmtel pre-tax cash charges of $7 million in samee, facility and other related costs,
which were offset by a credit of $22 million forvegance-related reversals due to adjustments ginafiestimates as a result of redeployment:
and voluntary resignations of employees prior rthlanned severance dates. Of the $15 millioditihe restructuring charges, net, recorded
in the year ended December 31, 2013, $7 millioateel to the Americas segment, $7 million relateth@EMEA segment, and $1 million
related to the Asia Pacific segment.

As of December 31, 2013, the aggregate outstandstgucturing liability related to the Q2’12 Resttwring Plan was $3 million, most of
which relates to non-cancelable lease costs thaxpect to pay over the terms of the related obtiga, which extend to the fourth quarter of
2021.

Q4’12 Korea Business Closureuring the fourth quarter of 2012, we decided twsel our Korea business to streamline our operatinds

focus our resources. During the year ended DeceB8he2012, we incurred total pre-tax cash chard@i8 million in severance and contract
termination costs. In addition to the pre-tax calshrges, we recorded a non-cash charge of $8®miliilated to goodwill and other asset
impairments and a non-cash credit of approximék&fy million related to the reversal of previouskgorded cumulative foreign currency
translation adjustments. As a result, we recordeet&83 million in restructuring charges, whichrelated to the Asia Pacific segment, for the
year ended December 31, 20

During the year ended December 31, 2013, we redandepretax charges of less than $1 million in severaraelify and contract terminatic
costs related to the Asia Pacific segment.

As of December 31, 2013, the aggregate outstandstgucturing liability related to the Q& Korea Business Closure was less than $1 mi
most of which relates to contract termination cdisés we expect will be substantially paid by thstfquarter of 2014.

Q4’13 Restructuring PlanDuring the fourth quarter of 2013, we startedghgcess of closing our Cairo, Egypt and Rolle,t3gviand offices,
as part of our continued efforts to streamline @perations and focus our resources. During the geded December 31, 2013, we recorded
total pre-tax cash charges of $5 million in seveeaand other related costs, which all related ¢cBRIEA segment.

As of December 31, 2013, the aggregate outstamdstgucturing liability related to the Q4’13 Restiwring Plan was $5 million for severance
and related costs that we expect to pay by thd tuarter of 2014.

See Note 15—"“Restructuring charges, net” in theelad our consolidated financial statements fortaa@l information.
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Other Income, Net
Other income, net was as follows (dollars in thowls:

Years Ended December 31 2011-2012 2012-2013
2011 2012 2013 Dollar Change Dollar Change
Interest, dividend, and investment income $18,92( $ 41,67 $ 57,54+ $ 22,75: $ 15,87
Gain related to the sale of Alibaba Group Sh. — 4,603,32. — 4,603,32. (4,603,32)
Interest expens (9,477 (9,297) (24,319 17¢€ (5,027)
Other 17,72¢ 12,14: 132 (5,587) (12,009
Total other income, ne $27,17" $4,647,83! $ 43,35) $4,620,66. $(4,604,48)

Interest, dividend, and investment income consiSiscome earned from cash in bank accounts, invests made in marketable securities anc
money market funds, and dividend income on theakidbGroup Preference Shares prior to the redemgtisach shares in May 2013.

For the year ended December 31, 2012, we recorgeettax gain of approximately $4.6 billion relatetthe sale to Alibaba Group of the
Shares. See Note 8—"Investments in Equity Intetésthe Notes to our consolidated financial stagams for additional information.

Interest expense is related to the Notes and ¢agétse obligations for buildings and data centers.

Other consists of gains and losses from sales paimments of marketable securities and/or investsienprivately-held companies, foreign
exchange gains and losses due to re-measuremenatary assets and liabilities denominated in fomictional currencies, and foreign
exchange gains and losses on balance sheet hedges.

Other income, net may fluctuate in future periods tb changes in our average investment balanleasges in interest and foreign exchange
rates, changes in the fair value of foreign curyeioeward contracts, realized gains and lossesvestments, and impairments of investments

Income Taxes

The provision for income taxes for the year endedddnber 31, 2013 differs from the amount compuseddplying the federal statutory
income tax rate to income before provision for meotaxes and earnings in equity interests as fali@ellars in thousands):

Years Ended December 31

2011 &) 2012 &) 2013 &)
Income tax at the U.S. federal statutory rate op&fent $289,63( 35% $1,824,97. 35% $221,64¢ 35%
State income taxes, net of federal ber 4,627 1% 237,63 5% 23,00( 4%
Stocl-based compensation expel 20,02 2% 19,94¢ — 16,01¢ 3%
Research tax credi (10,499 ()% — — (18,03 ()%
Effect of nor-U.S. operation (49,78) (6)% (138,079 (3)% (47,969 (8)%
Settlement with tax authoritie (14,68Y) (2)% (4,717 — (46,94) (N%
Remeasurement of prior year tax positi — — — — (24,246 ()%
Acquisition related nc-deductible expense — — 1,89¢ — 9,29¢ 1%
Goodwill impairment charg — — — — 22,24« 3%
Other 2,45¢ — (1,61¢) — (1,618 —
Provision for income taxe $241,76° 29% $1,940,04. 37% $153,39: 24%

(*) Percent of income before income taxes and earmingguity interests
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Significant variances year-over-year as shown alaogdurther explained as follows:

» The federal research and development credit expinedecember 31, 2011. On January 2, 2013, the idareiTaxpayer Relief Act of 2012
was signed into law retroactively extending thedireor amounts paid or incurred after DecemberZi,1 and before January 1, 2014. As
such, the provision for income taxes for the yeateel December 31, 2013 reflects the benefit of w2012 and 2013 federal research
development tax credit

* In 2012, in connection with a review of our caslsifion and anticipated cash needs for investmeatiincore business, including potential
acquisitions, capital expenditures and stock rdmases, we made a one-time distribution of cash frerain of our consolidated foreign
subsidiaries resulting in an overall net benefittfe year ended December 31, 2012 of approxim&Ely million. The benefit is primarily
due to excess foreign tax credits. Of the $117ionill$102 million is included above within “effeat non-U.S. operations.” In 2013, “effect
of non-U.S. operations” includes an additional Bieimé $36 million due to more excess foreign tardits becoming available as certain tax
matters were resolved with various tax authoritiesng the year

» In 2013, we settled the IRS income tax examinaiorihe 2005 and 2006 returns resulting in a bénéfapproximately $54 millior

The U.S. Department of the Treasury issued finglil&ions on the deduction and capitalization gfemditures related to tangible property for
income tax purposes. These regulations apply taeouyear beginning on January 1, 2014. Based oasaessment as of December 31, 2013
these regulations will not have a material impacbar consolidated financial position, results péations, or cash flows.

As of December 31, 2013, we do not anticipate régiain of our remaining undistributed foreign eags of approximately $2.6 billion. Tho
earnings are principally related to Yahoo Japathdfe earnings were to be repatriated in thedutue may be subject to additional U.S.
income taxes (subject to an adjustment for foréggucredits). It is not practicable to determine ithcome tax liability that might be incurred if
these earnings were to be repatriated.

As of December 31, 2013, our federal 2009 and 20d@me tax returns are currently under IRS exarranaturthermore, our California 2005
through 2008 tax returns are also under variougestaf audit by the California Franchise Tax Bod&vthile the California Franchise Tax Boce
has not reached any conclusions on the 2007 arir2®@rns, we have protested the proposed Cal#dtranchise Tax Board’s adjustments to
the 2005 and 2006 returns. We are also in varitages of examination and appeal in connection aiithtaxes in foreign jurisdictions, which
generally span tax years 2005 through 2012.

It is difficult to predict when these examinatiomdl be settled or what their final outcomes wi.bWVe believe that we have adequately
provided for any reasonably foreseeable adjustmetithat any settlement will not have a materiakese effect on our consolidated financial
position, results of operations, or cash flows. @uaiss amount of unrecognized tax benefits as ceBber 31, 2013 is $695 million, of which
$606 million is recorded on the consolidated bagasiteets.

We may have additional tax liabilities in Chinaateld to the sale to Alibaba Group of 523 milliorb&ba Group Shares that took place during
the year ended December 31, 2012. Any taxes assasdeaid in China are expected to be ultimatéfseband recovered in the U.S.

During the year ended December 31, 2012, tax aitit®from the Brazilian State of Sao Paulo assksseain indirect taxes against our
Brazilian subsidiary, Yahoo! do Brasil Internet atdrelated to online advertising services. Thesssent totaling approximately $85 milliol
for calendar years 2008 and 2009. We currenthebelthe assessment is without merit. We believeiskeof loss is remote and have not
recorded an accrual for the assessment.
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Earnings in Equity Interests

Earnings in equity interests for the year endedebsaer 31, 2013 were approximately $897 million, paned to $676 million and $477 milli

for 2012 and 2011, respectively.

Earnings in equity interests increased during ter ¥nded December 31, 2013 compared to 2012 pigirdae to continued improved financ

performance for Alibaba Group.

Earnings in equity interests increased during ter ¥nded December 31, 2012 compared to 2011 dtethimo Japan and Alibaba Group’s
continued improved financial performance in theryeaded December 31, 2012 despite the reductionodwnership interest in Alibaba

Group to approximately 24 percent in the fourthrtpraof 2012.

We record our share of the results of earninggjintg interests, one quarter in arrears, withimaags in equity interests in the consolidated
statements of income. See Note 8—“Investments intigdnterests” in the Notes to our consolidatethficial statements for additional

information.

Noncontrolling Interests

Noncontrolling interests represent the noncontrglholder’ percentage share of income or losses from theidiaries in which we hold a
majority, but less than 100 percent, ownershiprggteand the results of which are consolidatediimconsolidated financial statements.
Noncontrolling interests were approximately $10lionil in 2013, compared to $5 million in 2012 andi$tillion in 2011. Noncontrolling

interests recorded in 2013, 2012, and 2011 weate@lto the Yahoo!7 venture in Australia.

Liquidity and Capital Resources
As of and for each of the years ended Decembed@Ila(s in thousands):

2012 2013
Cash and cash equivalents $2,667,77 $2,077,59
Shor-term marketable securitis 1,516,17 1,330,30.
Long-term marketable securitit 1,838,42! 1,589,50!
Total cash, cash equivalents, and marketable $ies $6,022,37: $4,997,39.
Percentage of total assi 35% 30%
Cash Flow Highlights 2011 2012 2013

Net cash provided by (used in) operating activi $ 1,323,801 $ (281,559 $1,195,24
Net cash provided by (used in) investing activi $ 202,36: $ 3,362,04 $ (23,22)
Net cash used in financing activiti $(1,455,95)) $(1,979,45) $(1,743,88)

Our operating activities for 2011, 2012, and 20&8ehgenerated adequate cash to meet our operatug.n

As of December 31, 2013, we had cash, cash equigalend marketable securities totaling $5 billicompared to $6 billion as of

December 31, 2012. During the year ended Decenthe2(® 3, we received net proceeds of $1.4 billremfthe issuance of the Notes and net

proceeds of $290 million from the settlement ofielgtive hedge contracts. This was offset by theirefpase of approximately 129 million

shares of our outstanding common stock for $3I®hitluring the year ended December 31, 2013.

As of December 31, 2012, we had cash, cash equigalend marketable securities totaling $6.0 illicompared to $2.5 billion as of

December 31, 2011. The increase was due to casheis, net of fees, of $6.2 billion received fréma $ale of Alibaba Group Shares and $55

million from the TIPLA payment. This was

59



Table of Contents

partially offset by the repurchase of approximatE2$ million shares of our outstanding common stocks2.2 billion during the year ended
December 31, 2012 and cash taxes paid of $2.8tilfi 2012 related to the sale of Alibaba Groupr&hiaAfter the payment of taxes and fees,
net cash proceeds from the Initial Repurchase lea@%50 million TIPLA payment were approximately38illion.

Our foreign subsidiaries held $593 million of oatal $5 billion of cash and cash equivalents andkatable securities as of December 31,
2013. During the year ended December 31, 2012ee@rded the tax effect of a one-time distributibearnings from certain foreign
subsidiaries. We made a one-time repatriation &igm earnings and return of basis of foreign glibsies of $962 million from certain of our
consolidated foreign subsidiaries in 2012. The dative earnings remaining in our consolidated fomesubsidiaries, if repatriated to the U.S.,
under current law, would be subject to the U.Soime taxes with an adjustment for foreign tax ceedior the earnings that are considered
indefinitely reinvested outside the U.S, we do axtticipate a need to repatriate these earningssiin our U.S. operations.

On October 19, 2012, we entered into a credit ageee (the “Credit Agreement”) with Citibank, N.Aas Administrative Agent, and the other
lenders party thereto from time to time, which weleduled to mature on October 18, 2013. On Octthe?2013, we entered into Amendment
No. 1 to the Credit Agreement, which extended énmination date of the Credit Agreement from Octdl 2013 to October 9, 2014. Duri
the three months ended September 30, 2013, wevbedr$150 million under the Credit Agreement andssgloently repaid the amount within
the same period. As of December 31, 2013, we wecelinpliance with the financial covenants in theditrAgreement and no amounts were
outstanding. See Note 10—"“Credit Agreement” inllotes to our consolidated financial statementséititional information regarding our
Credit Agreement.

We invest excess cash predominantly in marketaddergies, money market funds, and time depositsate liquid, highly rated, and the
majority of which have effective maturities of lekan one year. Our marketable securities areifitbas available-fosale and are reported
fair value, with unrealized gains and losses, figd)xy recorded in accumulated other compreherisis@me. Realized gains or losses and
declines in value judged to be other-than-tempoii&any, on available-for-sale securities are réggmnbin other income, net. The fair value for
securities is determined based on quoted marketpuof the historical underlying security or fropadily available pricing sources for the
identical underlying securities that may not bavaty traded as of the valuation date. As of Decen8i, 2013, certain of our marketable
securities had a fair value below cost due primadlthe changes in market rates of interest aalllyion these securities. We evaluate these
investments periodically for possible other-thamerary impairment. We have no current requirenoemtent to sell these securities. We
expect to recover up to (or beyond) the initialtaighe investment.

We currently hedge a portion of our net investnienfahoo Japan with forward contracts to reduceriiethat our investment in Yahoo Japan
will be adversely affected by foreign currency exatye rate fluctuations. The forward contracts eqeliired to be settled in cash and the amr

of cash payment we receive or could be requirgrhtoupon settlement could be material. In 2013rageived $304 million in cash settlement
of certain foreign exchange forward contracts desigd as net investment hedges reducing the odistanotional amount to $1.3 billion.

We expect to continue to evaluate possible acipnsitof, or strategic investments in, businessexjyzts, and technologies that are
complementary to our business, which acquisitiorsiavestments may require the use of cash.

We expect to generate positive cash flows from atgans in 2014. We use cash generated by opera®osar primary source of liquidity,
since we believe that internally generated cashislare sufficient to support our business operatamd capital expenditures. We believe that
existing cash, cash equivalents, and investmentsaitketable securities, together with any cash igeee from operations, proceeds from the
issuance of the Notes, and borrowings under thdiCAgreement, will be sufficient to meet normalkogting requirements including capital
expenditures for the next twelve months.
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See Note 2—“Investments and Fair Value Measurerfiéntee Notes to our consolidated financial stadats for additional information.

Cash Flow Changes

Cash provided by operating activities is driveroby net income, adjusted for non-cash items, wark@wpital changes and dividends received
from equity investees. Non-cash adjustments inctlef@geciation, amortization of intangible assetsyetion of convertible notes discount,
stock-based compensation expense, non-cash resingctharges, non-cash goodwill impairment charggesbenefits from stock-based
awards, excess tax benefits from stock-based aydefsrred income taxes, and earnings in equitrésts. For the year ended December 31,
2013, operating activities provided $1.2 billioncash. We generated adjusted EBITDA of $1.6 bilkmd received dividends of $135 million,
which were partially offset by changes in workirapital: accrued expenses and other liabilitiesefesmzd $99 million, accounts payable
decreased $8 million, and deferred revenue deale®s0 million, partially offset by a decrease az@unts receivable of $26 million and a
decrease in prepaid expenses and other of $2omillVe had a net use of cash in the year endedhilre31, 2012 primarily due to a cash
payment of $2.3 billion related to the sale of Alia Group Shares. Offsetting this use, we geneeatedted EBITDA of $1.7 billion, received
a payment from Alibaba Group of $550 million inis&tction of certain future royalty payments, aadaived dividends from Yahoo Japan of
$84 million. For the year end December 31, 201&rafing activities provided $1.3 billion in casheWenerated adjusted EBITDA of $1.7
billion and received dividends of $75 million, whigvas partially offset by changes in working cadp#acrued expenses and other liabilities
decreased $290 million, deferred revenue decrebgédnillion, partially offset by a decrease in asats receivable of $38 million and a
decrease in prepaid expenses and other of $9®milli

Cash provided by (used in) investing activitieprisnarily attributable to sales and maturities @frketable securities, sales of other assets,
including our strategic investments, acquisitigngchases of marketable securities, capital expamrdi, and purchases of intangible assets.
During the year ended December 31, 2013, the $R#®mised in investing activities was due to puases of marketable securities of $3.2
billion, $338 million used for capital expenditur&4..2 billion used for acquisitions, $3 millionaasfor purchases of intangible assets, and $2
million used for other investing activities, nefsat by net proceeds from sales and maturitiesaskatable securities of $3.6 billion, $800
million received from the redemption of the AlibaBaoup Preference Shares, $80 million from salgsaténts, and $290 million from the
settlement of foreign exchange contracts (includiregsettlement of certain foreign exchange forwametracts designated as net investment
hedges). During the year ended December 31, 20@23.4 billion provided by investing activities swdue to cash proceeds, net of fees, of
$6.2 hillion received from our sale of Alibaba GpoBhares and proceeds from the sale of investraedtsther investing activities of $26
million. This was partially offset by $2.4 billiautilized for net purchases of marketable securi$e96 million used from capital expenditures,
$6 million used for acquisitions, and $4 millioredsfor the purchase of intangible assets. Duriegyttar ended December 31, 2011, the $202
million provided by investing activities was duertet proceeds from sales, maturities, and purctasasrketable securities of $1.1 billion,
and proceeds from sale of investments of $21 millichis was partially offset by $593 million usedrh capital expenditures, $324 million
used for acquisitions, $12 million used for theghase of intangible assets, and $7 million usedtteer investing activities.

Cash used in financing activities is driven by ktoepurchases offset by employee stock option éses@nd employee stock purchases. Dt
the year ended December 31, 2013, the $1.7 biligmd in financing activities was due to $3.3 hillissed for the repurchase of 129 million
shares of common stock at an average price of $2%Bshare, $206 million used to purchase notgésedind $149 million used for tax
withholding payments related to net share settlesefrestricted stock units and other financintivétees. This use of cash was partially offset
by $1.4 billion in cash proceeds from issuancéhefNotes, $125 million in cash proceeds from teaasce of warrants, $353 million in cash
proceeds received from employee stock option esescand employee stock purchases made througmglmyee stock purchase plan, and ar
excess tax benefit from stock-based awards of $i6ibm During the year ended December 31, 2012,%8 billion used in financing
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activities was due to $2.2 billion used for theurghase of 126 million shares of our common stdcneaaverage price of $17.20 per share,
$61 million for tax withholding payments relatedrtet share settlements of restricted stock uniid, & million for other financing activities.
This use of cash was partially offset by $218 miillin cash proceeds from employee stock optionceses and employee stock purchases t
through our employee stock purchase plan, and eessxax benefit from stock-based awards of $3BomilDuring the year ended

December 31, 2011, the $1.5 billion used in finag@ctivities was due to $1.6 billion used for thpurchase of 110 million shares of our
common stock at an average price of $14.75 peestdb million for tax withholding payments relatedhet share settlements of restricted
stock units, and $19 million for other financingieities. This use of cash was partially offset$#56 million in cash proceeds from employee
stock option exercises and employee stock purclraads through our employee stock purchase planaamkcess tax benefit from stock-
based awards of $71 million.

In 2013, 2012, and 2011, $64 million, $36 milliamd $71 million, respectively, of excess tax baadfom stock-based awards for options
exercised in current and prior periods were inalude a source of cash flows from financing aceitiThese excess tax benefits represent the
reduction in income taxes otherwise payable duttiegperiod, attributable to the actual gross taefits in excess of the expected tax benefits
for options exercised in current and prior perioffe have accumulated excess tax deductions reltisgpck options exercised prior to
January 1, 2006 available to reduce income taxesnotse payable. To the extent such deductionsceethcome taxes payable in the current
year, they are reported as financing activitie@consolidated statements of cash flows. See N—"Employee Benefits” in the Notes to
our consolidated financial statements for additiégm@rmation.

Stock Repurchase

In June 2010, the Board authorized a stock repsecheogram allowing us to repurchase up to $3obilbf our outstanding shares of common
stock from time to time. That repurchase prograimgctvby its terms would have expired in June 2@l&s exhausted during the third quarter
of 2012. In May 2012, the Board authorized a stegurchase program allowing us to repurchase ap @dditional $5 billion of our
outstanding shares of common stock from time te tfthis amount includes the $3.65 billion we conteditto return to our shareholders from
the Initial Repurchase proceeds). The May 2012rak@se program, according to its terms, will expir@dune 2015. In November 2013, the
Board authorized a stock repurchase program allpwsto repurchase up to an additional $5 billibow outstanding shares of common st
from time to time. The November 2013 repurchasgiaum, according to its terms, will expire in Dece&nB016. Repurchases under the
repurchase programs may take place in the openetarln privately negotiated transactions, inahgddlerivative transactions, and may be
made under a Rule 10b5-1 plan. During the year&bBageember 31, 2013, we repurchased approximag8lyniillion shares of our common
stock under the May 2012 stock repurchase progtaan average price of $25.95 per share for a tdtapproximately $3.3 billion. These
repurchases included the repurchase of 40 milli@mes of our common stock beneficially owned byrd ioint LLC on July 25, 2013. These
shares were repurchased pursuant to a Purchasemaneentered into on July 22, 2013, prior to tleeket opening for trading in Yahoo st
at $29.11 per share, which was the closing priceuofcommon stock on July 19, 2013. The total pasetprice for these shares was $1.2
billion. The repurchase transaction was funded aniywith cash as well as borrowings of $150 roiliunder our Credit Agreement that have
been repaid.
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Repurchase Capacity under Approved Progra

June 201( May 201z November 201:
Program Program Program Total
(dollars in millions)

January 1, 201 $ 2,22¢ $ — $ — $2,22¢
Total 2011 Repurchas (1,619 — — (1,619
December 31, 201 $ 60 $ — $ — $ 60F
Authorized Share Repurchase amount under May 26dgr&m — 5,00( — 5,00(
Total 2012 Repurchas (605) (1,562) — (2,167)
December 31, 201 $ — $ 3,43¢ $ — $ 3,43¢
Authorized Share Repurchase amount under Noventde} Progran — — 5,00( 5,00(
Total 2013 Repurchas — (3,345 — (3,349
December 31, 201 $ — $ 93 $ 5,00( $ 5,09¢

Capital Expenditures
Capital expenditures are generally comprised oflpases of computer hardware, software, server e furniture and fixtures, real estate,
and capitalized software and labor.

Capital expenditures, net were $593 million in 208306 million in 2012, and $338 million in 2013aital expenditures declined $168 mill
in 2013, as compared to 2012, due to a declinpending and capitalizable projects as well as @gek in late 2012 which fulfilled certain
purchasing needs for 2013. This was patrtially ¢ffigseincremental data center construction costgit@laexpenditures declined $87 million in
2012, as compared to 2011, due to a decline ina#ater construction costs and workplace constmgctvhich was partially offset by
incremental hardware spend.

We expect capital expenditures, net to increa@®irt from the amount recorded in 2013 as a refiticoeased investment initiatives.

Contractual Obligations and Commitments

The following table presents certain payments chaeuncontractual obligations with minimum firm cortmments as of December 31, 2013
(dollars in millions):

Payments Due by Perioc

Due in
Due in Due in

Total 2014 2015-201¢ 2017-201¢ Thereafter

Convertible note§) $1,43¢ $— $ — $ 1,43¢ $ —
Operating lease obligatio®® 532 141 17¢ 91 12z
Capital lease obligatio 58 15 21 18 4

Affiliate commitments®) 24 13 11 — —

Non-cancelable obligatior®) 19¢ 101 84 13 —
Intellectual property right(®) 25 5 10 5 5
Uncertain tax positions, including interest andgiges( 67E — — — 67E
Total contractual obligatior $2,95( $27¢ $ 304 $ 1,56¢ $ 80€

@ During the year end December 31, 2013, we compkatenffering of the Notes, which are due in 2018 &mount above represents the

principal balance to be repaid. See Note 11—*CaditMerNotes” in the Notes to our consolidated ficiahstatements for additional
information.
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@ We have entered into various non-cancelable opeyéiase agreements for our offices throughoufthericas, EMEA, and Asia Pacific
regions with original lease periods up to 12 yeexpiring between 2013 and 2025. See Note 12—"Cdmanits and Contingenciesi the
Notes to our consolidated financial statementsétitional information

@ In May 2013, we entered into a 12 year operatingdeagreement for four floors of the former NewkrBimes building in New York City
with a total expected minimum lease commitmenti#Zmillion. We have the option to renew the lfasen additional five years. The
lease requires monthly payments of approximatelyn$llon starting in July 2015 through June 2026wever, rent expense will be
recorded over the lease term commensurate witlightto control the space which began in July 2(

@ We are obligated to make minimum payments undeiracis to provide sponsored search and/or displagréising services to our
Affiliates, which represent TAC

®) We are obligated to make payments under varioasigements with vendors and other business pargrénsjpally for marketing,
bandwidth, and content arrangeme

®  We are committed to make certain payments undéougintellectual property arrangemet

) As of December 31, 2013, unrecognized tax benafitspotential interest and penalties resulted énueed liabilities of $675 million,
classified as deferred and other long-term taxlitegs, net on our consolidated balance sheetofA3ecember 31, 2013, the settlement
period for the $675 million income tax liabilitieannot be determined. See Note 16—"Income Taxe#fdrNotes to our consolidated
financial statements for additional informatit

Other Commitmentsn the ordinary course of business, we may proindemnifications of varying scope and terms to aunrs, vendors,
lessors, joint ventures and business partnershpsecs of assets or subsidiaries and other pavitiesespect to certain matters, including, but
not limited to, losses arising out of our breaclagfeements or representations and warranties Inadg, services to be provided by us,
intellectual property infringement claims made biyd parties or, with respect to the sale of assetssubsidiary, matters related to our con
of the business and tax matters prior to the saladdition, we have entered into indemnificatignesments with our directors and certain of
our officers that will require us, among other tgnto indemnify them against certain liabilitibat may arise by reason of their status or
service as directors or officers. We have alsoadjte indemnify certain former officers, directaaiand employees of acquired companies in
connection with the acquisition of such compani#s.maintain director and officer insurance, whicaynazover certain liabilities arising from
our obligation to indemnify our directors and offis, and former directors and officers of acquaechpanies, in certain circumstances. It is
possible to determine the aggregate maximum peddots under these indemnification agreementgaltiee limited history of prior
indemnification claims and the unique facts andwinstances involved in each particular agreemerth $1demnification agreements might
not be subject to maximum loss clauses. Histogicale have not incurred material costs as a redubligations under these agreements and
we have not accrued any liabilities related to Sademnification obligations in our consolidateddncial statements.

Off Balance Sheet Arrangements

As of December 31, 2013, we did not have any mlatiips with unconsolidated entities or financeitperships, such as entities often referre
to as structured finance or special purpose estitiich would have been established for the p@rpds$acilitating off-balance sheet
arrangements or other contractually narrow or Behipurposes. Accordingly we are not exposed tdiaapncing, liquidity, market, or credit

risk that could arise if we had engaged in suchti@iships. In addition, we identified no variabiterests currently held in entities for which
we are the primary beneficiary. In addition, aPetember 31, 2013, we had no off-balance sheatgeraents that have, or are reasonably
likely to have, a current or future material effeatour consolidated financial condition, result®perations, liquidity, capital expenditures or
capital resources.
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Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caodiand results of operations is based upon ousdaatated financial statements, which have
been prepared in accordance with GAAP. The preiparaf these consolidated financial statementsiregus to make estimates, judgments,
and assumptions that affect the reported amourdssd#ts, liabilities, revenue and expenses, anctliieed disclosure of contingent assets and
liabilities. We base our estimates on historicgdezience and on various other assumptions thatelevie are reasonable under the
circumstances, the results of which form the bfsisnaking judgments about, among other thingsctreying values of assets and liabilities
that are not readily apparent from other sourcetu@ results may differ from these estimates.

An accounting policy is considered to be critidat requires an accounting estimate to be madedas assumptions about matters that are
highly uncertain at the time the estimate is maae, if different estimates that reasonably coulkhaeen used, or changes in the accounting
estimate that are reasonably likely to occur, condderially impact the consolidated financial stadats. We believe that the following critical
accounting policies reflect the more significartiraates and assumptions used in the preparationroéonsolidated financial statements.

Management has discussed the development andiseletthese critical accounting estimates with Auelit and Finance Committee (the
“Audit Committee”) of our Board, and the Audit Corittee has reviewed the disclosure below. In addjtibere are other items within our
financial statements that require estimation, betreot deemed critical as defined above. Changestimates used in these and other items
could have a material impact on our consolidatedrfcial statements.

Revenue RecognitioOur revenue is generated from display and searebrtising, and other sources. Display advertisexgenue is generated
from the display of graphical and non-graphicalextisements and search advertising revenue is gikirom clicks on text-based links to
advertisers’ Websites that appear primarily ondeagsults pages, and from revenue sharing arragngsmwith partners for search technology
and services. Other revenue consists of listingedaervices revenue, transaction revenue, andeeasue. While the majority of our revenue
transactions contain standard business terms arditioms, there are certain transactions that ¢omantract-specific business terms and
conditions. In addition, we enter into certain sal@ansactions that involve multiple elements (aements with more than one deliverable).
We also enter into arrangements to purchase gowtlsraservices from certain customers. As a resiglhificant contract interpretation is
sometimes required to determine the appropriatewmting for these transactions including: (1) wieethn arrangement exists; (2) whether
are fixed or determinable; (3) how the arrangencensideration should be allocated among potentidiipte elements; (4) establishing selling
prices for deliverables considering multiple fastdb) when to recognize revenue on the delivesal§e) whether all elements of the
arrangement have been delivered; (7) whether tamgement should be reported gross as a princgrals net as an agent; (8) whether we
receive a separately identifiable benefit fromplhiechase arrangements with certain customers fahwie can reasonably estimate fair value
and (9) whether the consideration received frorereder should be characterized as revenue or a uesmiment of costs incurred. In addition,
our revenue recognition policy requires an assessa®wto whether collection is reasonably asswrbd:h inherently requires us to evaluate
creditworthiness of our customers. Changes in jugigmon these assumptions and estimates couldiatigtenpact the timing or amount of
revenue recognition.

Income TaxesSignificant judgment is required in evaluating ouacertain tax positions and determining our pravidor income taxes. See
Note 16—"“Income Taxes” in the Notes to our consolidatedificial statements for additional information. VE&ablish liabilities for taxelatec
uncertainties based on estimates of whether, andxtent to which, additional taxes will be duee3é liabilities are established when we
believe that certain positions might be challendesbite our belief that our tax return positioresiaraccordance with applicable tax laws. We
adjust these liabilities in light of changing faersd circumstances, such as the closing of a tdit, anew tax legislation, developments in case
law or interactions with the tax authorities. Te #xtent
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that the final tax outcome of these matters isedéfit than the amounts recorded, such differendeaffect the provision for income taxes in
the period in which such determination is made. fiteevision for income taxes includes the effecliasility provisions and changes to resel
that are considered appropriate, as well as tlagehet interest and penalties.

We record a valuation allowance against certaiounfdeferred income tax assets if it is more likblgn not that those assets will not be
realized. In evaluating our ability to realize al@ferred income tax assets we consider all availpbsitive and negative evidence, including
our operating results, ongoing tax planning, amddasts of future taxable income on a jurisdicbgrjurisdiction basis. In the event we were tc
determine that we would be able to realize the$erdl income tax assets in the future, we wouldleren adjustment to the valuation
allowance, which would reduce the provision forame taxes.

Goodwill. Goodwill is not amortized but is evaluated for mimment annually or whenever we identify certaiggering events or
circumstances that would more likely than not redile estimated fair value of a reporting unit eilts carrying amount. Events or
circumstances that might indicate an interim eu#nas warranted include, among other things, yeexed adverse business conditions,
regulatory changes, loss of key personnel and tiegaunit and macro-economic factors. Goodwillasted for impairment at the reporting unit
level, which is one level below our operating segtee

We identified U.S. & Canada, Latin America, and Tilnas the reporting units below the Americas ofilegessegment; Europe and Middle E
as the reporting units below the EMEA operatingnselgt; and Taiwan, Hong Kong, Australia & New Zeaamdia & South East Asia as the
reporting units below the Asia Pacific operatingraent. These operating segments are the same espoutable segments.

We test for goodwill impairment as of October 3thegear. To test for impairment, we first use alitgive approach to determine whether it
is more likely than not the estimated fair valueatporting unit is less than its carrying amolfnafter completing the qualitative assessmen
we determine that it is more likely than not tha estimated fair value is greater than the cagryadue, then we conclude that no impairment
exists, and the two-step goodwill impairment testat required. If the two-step quantitative tegteiquired, the first step of the quantitative tes
involves comparing the estimated fair value of mporting units to their carrying values, includigpgodwill. If the carrying value of the
reporting unit exceeds its fair value, the secdeg sf the quantitative test is performed by cormaathe carrying value of the goodwill in the
reporting unit to its implied fair value. An impaient charge is recognized for the excess of thgiogrvalue of goodwill over its implied fair
value.

In 2013, for the U.S. & Canada, Latin America, Tummbaiwan, Hong Kong, and Australia & New Zealamgorting units, we performed the
gualitative assessment. We took into considerati@nts and circumstances that would impact thevédire of these reporting units, including
reporting unit, industry, and macro-economic fagt®teporting unit factors that were considerediiget! the results of the most recent
impairment test, financial performance in the cotrgear, and changes to the reporting snitirrying value. For industry factors, we consd
growth projections, market share, and transactigtisn the industry. Macroeconomic factors over fast year did not negatively impact the
gualitative assessment for these reporting unhisréfore, based on the qualitative assessmentpmadutied the two-step impairment test was
unnecessary, and no goodwill impairment chargeregsired for 2013 for these reporting units.

For 2013, a quantitative assessment was perforordgéiurope, India & Southeast Asia, and Middle Eapbrting units. The fair values of these
reporting units were estimated using an averagemérket approach and an income approach as thilication is deemed to be the most
indicative of our estimated fair value in an orgidrnsaction between market participants andnsistent with the methodology used for the
goodwill impairment test in prior years. In additiave ensure that the fair values estimated urdsettwo approaches are comparable with
each other. Under the market approach, we utiliggigy-traded comparable company information to determérenue and earnings multip
that are used to value our reporting units adjufiedn
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estimated control premium. Under the income apgroae determine fair value based on estimated déutash flows of each reporting unit
discounted by an estimated weighted-average castpifal, reflecting the overall level of inhereisk of a reporting unit and the rate of return
an outside investor would expect to earn. Detemmgiihe fair value of a reporting unit is judgmeniahature and requires the use of signific
estimates and assumptions, including selectionarket comparables, estimated future cash flows diswbunt rates.

These components are discussed below:

e Market comparable:

We select comparable companies in the specifionsgin which these reporting units operate basesirifarity of type of business,
primarily those involved in online advertising,atiVe size, financial profile, and other charactics of those companies compared to these
reporting units. Trailing and forward revenue aadhéngs multiples derived from these comparablepamies are applied to financial
metrics of these reporting units to determine thetimated fair values, adjusted for an estimatedrol premium.

» Estimated future cash flow

We base cash flow projections for each reportingusing a forecast of cash flows and a terminfedased on the Perpetuity Growth
Model. The forecast and related assumptions weneatkfrom the most recent annual financial forééaswhich the planning process
commenced in our fourth quarter. Key assumptiorestimating future cash flows include, among ottens, revenue and operating
expense growth rates, terminal value growth ratd,capital expenditure and working capital levels.

» Discount rates

We employ a Weighted Average Cost of Capital (“WAL&pproach to determine the discount rates usediircash flow projections. The
determination of the discount rates for each répginit includes factors such as the rigke rate of return and the return an outside iror
would expect to earn based on the overall lev@ileérent risk. The determination of expected retuncludes consideration of the beta (a
measure of volatility) of traded securities of cargble companies and risk premiums of reportingsurased on international cost of caf
methods.

The components above require us to make assumpatiomg the timing and amount of future cash flogrewth rates and discount rates.
Significant management judgment is involved in detaing these estimates and assumptions, and aesiadts may differ from those used in
valuations. Changes in these estimates and assumstbuld materially affect the determination adf falue for each reporting unit which
could trigger future impairment. To facilitate attee understanding of how these valuations arerghéted, a discussion of our significant
assumptions is provided below.

Discount rate assumptions for these reporting uaks into account our assessment of the riskgémtén the future cash flows of the
respective reporting unit and our weighted-aveiagg of capital. We also review marketplace datastess the reasonableness of our
computation of our overall weighted average costagfital and, when available, the discount ratdized for each of these reporting units.

In determining the fair value of (1) the Europeadimg unit, (2) the India & Southeast Asia repogtunit, and (3) the Middle East reporting
unit, we used the following assumptions:

« Expected cash flows underlying our business planghe periods 2014 through 20:
« Cash flows beyond 2024 are projected to grow arpgiual growth rate

« In order to risk adjust the cash flow projectiongletermining fair value, we utilized discount saté approximately 11 percent to 15
percent for each of these reporting ur
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Based on our quantitative assessment, we deterrttieegstimated fair value exceeded the carryingevédr the Europe reporting unit and the
India & Southeast Asia reporting unit. Therefore ,goodwill impairment charge was required for 2013.

For the quantitative analysis performed for the dfiéddEast reporting unit, the carrying value excektie estimated fair value. The second stej
of the goodwill impairment test required us to faatue all assets and liabilities of our Middle Eaporting unit to determine the implied fair
value of this reporting unit's goodwill. We compdrthe implied fair value of the reporting unit'sagiwill to its carrying value. This test
resulted in a non-cash goodwill impairment charfg$6d million for the year ended December 31, 2013.

See Note 5—“Goodwill” in the Notes to our consot&thfinancial statements for additional information

Longlived AssetsWe amortize long-lived assets over their estimateful lives. Identifiable long-lived assets areiga/ed for impairment
whenever events or changes in circumstances irdibat the carrying value may not be recoverabéteinination of recoverability is based
on the lowest level of identifiable estimated urdisnted future cash flows resulting from use ofdhset and its eventual disposition.
Measurement of any impairment loss is based omxbess of the carrying value of the asset ovdaiitsalue. Fair value is determined based
on the lowest level of identifiable estimated fate@ash flows using discount rates determined byramagement to be commensurate with the
risk inherent in our business model. Our estimatdature cash flows attributable to our loliged assets require significant judgment base
our historical and anticipated results and areesiltp many factors. Different assumptions and fjoelgts could materially affect estimated
future cash flows relating to our long-lived asselsch could trigger impairment. No impairmentdarfig-lived assets were identified during
any of the periods presented.

Investments in Equity InteresWe account for investments in the common stoclkntifies in which we have the ability to exercisgrsficant
influence but do not own a majority equity interesbtherwise control using the equity method.doaunting for these investments we record
our proportionate share of the entities’ net incanbss, one quarter in arrears.

We review our investments in equity interests fopairment whenever events or changes in businesststances indicate that the carrying
value of the investment may not be fully recovesabivestments identified as having an indicatibmgpairment are subject to further analy
to determine if the impairment is other-than-tengpprand this analysis requires estimating thevialue of the investment. The determination
of fair value of the investment involves considgrfactors such as the stock prices of public congsain which we have an equity investment,
current economic and market conditions, the opggaierformance of the companies, including cureamhings trends and forecasted cash
flows, and other company and industry specificiinfation. The fair value determination, particulady investments in privately-held
companies, requires significant judgment to deteenaippropriate estimates and assumptions. Chamgfessie estimates and assumptions ¢
affect the calculation of the fair value of the@stments and the determination of whether any iishimpairment is other-than-temporary.

Stock-Based Compensation Expeitge.recognize stock-based compensation expenséd artestimated forfeiture rate and therefore only
recognize compensation expense for those sharestexito vest over the service period of the aw@adtulating stock-based compensation
expense requires the input of highly subjectiveiaggions, including the expected term of the stbaked options, stock price volatility, and
the prevesting award forfeiture rate. We estimate the etquklife of options granted based on historica&reise patterns, which we believe
representative of future behavior. We estimatevtiatility of our common stock on the date of graased on the implied volatility of publicly
traded options on our common stock, with a terraraf year or greater. We believe that implied vitattalculated based on actively traded
options on our common stock is a better indicat@xpected volatility and future stock price trernidan historical volatility.
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Therefore, expected volatility for the year endest&nber 31, 2013 was based on a market-based dwpliatility. The assumptions used in
calculating the fair value of stock-based awargsagent our best estimates, but these estimatelw@inherent uncertainties and the
application of management judgment. As a resutgdfors change and we use different assumptiansstock-based compensation expense
could be materially different in the future. In &éwh, we are required to estimate the expecteevpeting award forfeiture rate, as well as the
probability that performance conditions that affiwt vesting of certain awards will be achievedi stognize expense only for those shares
expected to vest. Performance conditions are ewtthand monitored throughout the year. We estitthegeforfeiture rate based on historical
experience of our stock-based awards that areegantd cancelled before vesting. If our actuakitufe rate is materially different from our
original estimates, the stock-based compensatiparese could be significantly different from what asese recorded in the current period.
Changes in the estimated forfeiture rate can hasigraficant effect on reported stoblased compensation expense, as the effect of imdjukt
forfeiture rate for all current and previously rgozed expense for unvested awards is recognizéteiperiod the forfeiture estimate is
changed. If the actual forfeiture rate is highartlthe estimated forfeiture rate, then an adjustméhbe made to increase the estimated
forfeiture rate, which will result in a decreasehe expense recognized in our consolidated firustatements. If the actual forfeiture rate is
lower than the estimated forfeiture rate, thendjnsament will be made to lower the estimated fitufe rate, which will result in an increase to
the expense recognized in our consolidated findstagements. See Note 14—"Employee Benefits” @Nlotes to our consolidated financial
statements for additional information.

Recent Accounting Pronouncements

See Note 1—“The Company and Summary of Signifider@iounting Policies” in the Notes to our consolathfinancial statements, which is
incorporated herein by reference.

ltem 7A. Quantitative and Qualitative Disclosures About MarkRisk

We are exposed to financial market risks, includihgnges in currency exchange rates and intettestaad changes in the market values of
our investments. We may use derivative financisirimments to mitigate certain risks in accordanitk wur investment and foreign exchange
policies.

We generally enter into master netting arrangemevttsh are designed to reduce credit risk by ptimgi net settlement of transactions with
the same counterparty. We present our derivatisetagnd liabilities at their gross fair valuestom consolidated balance sheets.

Interest Rate Exposure

Our exposure to market risk for changes in inter@sts impacts our costs associated with hedgimypamarily relates to our cash and
marketable securities portfolio. We invest excesshdn money market funds, time deposits, anddigieibt instruments of the U.S. and foreign
governments and their agencies, U.S. municipaliied high-credit corporate issuers which are ifladsas marketable securities and cash
equivalents.

In 2013, we issued $1.4375 billion of Notes due@0/Xe carry the Notes at face value less unamartiicount on our balance sheet. The fai
value of the Notes changes when the market priceio$tock fluctuates.

Investments in fixed rate and floating rate inteeggning instruments carry a degree of interdstniak. Fixed rate securities may have their
market value adversely impacted due to a risetarést rates, while floating rate securities maydpce less income than expected if interest
rates fall. Due in part to these factors, our fatunvestment income may fall short of expectatidns to changes in interest rates or we may
suffer losses in principal if forced to sell seties that have declined in market value due to gbain interest rates. A hypothetical 100 basis
point increase in interest rates would result $18 million and $33 million decrease in the faitueaof our available-for-sale debt securities as
of December 31, 2013 and 2012, respectively.
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Foreign Currency Exposure

The objective of our foreign exchange risk managemeogram is to identify material foreign currerexposures and identify methods to
manage these exposures to minimize the potenfadtsfof currency fluctuations on our reported otidsted cash flows and results of
operations. Counterparties to our derivative catgrare all major institutions.

We transact business in various foreign curreraigshave international revenue, as well as costsrdmated in foreign currencies. This
exposes us to the risk of fluctuations in foreignrency exchange rates.

We had net realized and unrealized foreign currérassaction losses of $6 million for the year ehBecember 31, 2013. We had net realize
and unrealized foreign currency transaction los$&d million and gains of $9 million for the yeasded December 31, 2012 and 2011,
respectively.

We categorize our foreign currency exposure asvi@! (1) net investment, (2) cash flow, (3) balasiceet, (4) forecasted revenue and
(5) translation.

Net Investment ExposuiWe hedge, on an after-tax basis, a portion of etiinvestment in Yahoo Japan with forward contrézt®duce the
risk that the carrying value of our investment iah6o Japan will be adversely affected by foreigmency exchange rate fluctuations. At
inception, the forward contracts had maturitiegag from 9 to 15 months. If the Japanese yen ajgies at maturity from the forward
contract execution rates, the forward contractsreguire us to pay a cash settlement, which maypaeerial. If the Japanese yen depreciates
maturity from the forward contract execution ratee,will receive a cash settlement, which may béene. We apply net investment hedge
accounting and expect the hedges to be effectilsyiag changes in fair value of the derivativetmsnent to be recorded in accumulated othe
comprehensive income on our consolidated balaneetshThe notional amounts of the foreign currdnoyard contracts related to our net
investment hedge were $3 billion and $1.3 billismdDecember 31, 2012 and 2013, respectively.fdin@alues of the foreign currency
forward contracts were a $3 million asset and @380lion asset as of December 31, 2012 and 2Gkactively, and were included in preg
expenses and other current assets on our congalilatance sheets. Pre-tax gains of $3 million&&id million were recorded for the year
ended December 31, 2012 and December 31, 2012atasyly, and were included in accumulated othengeehensive income on our
consolidated balance sheets. We received $30%4mili cash for settlement of certain foreign cucseforward contracts during the year en
December 31, 2013. We did not enter into any netstment hedges in the year ended December 31, 2011

Cash Flow ExposuréVe have entered into foreign currency forward caets designated as cash flow hedges of varyingritiasuthrough
July 31, 2014. For derivatives designated as dashledges, the effective portion of the unrealigaths or losses on these forward contrac
recorded in accumulated other comprehensive inaomaur consolidated balance sheets and reclassifiedevenue on the consolidated
statements of income when the underlying hedgeehay is recognized. If the cash flow hedges welbetmme ineffective, the ineffective
portion would be immediately recorded in other imey net on our consolidated statements of incorhe.cish flow hedges were considere
be effective as of December 31, 2013. The totabnat amount of the foreign currency forward coatsavas $56 million as of December 31,
2013. The fair value of the foreign currency fordiaontracts was a $4 million asset as of DecembgP@®13, which was included in prepaid
expenses and other current assets on our congalibatance sheets. A pre-tax net gain of $2 millvas recorded as of December 31, 2013,
which was included in accumulated other comprelvenisicome on our consolidated balance sheets. éargnded December 31, 2013, we
recorded gains of $2 million, net of tax, for célslw hedges, which were recorded in revenue irctivesolidated statements of income. We
received $2 million in cash for settlement of cerfareign currency forward contracts during tharyended December 31, 2013. We did not
enter into any cash flow hedges in the years ebBamgmber 31, 2012 and 2011.

Balance Sheet ExposuWe hedge certain of our net recognized foreignenay assets and liabilities with foreign exchargevérd contracts
to reduce the risk that our earnings and cash fleivde adversely affected
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by changes in foreign currency exchange rates.e€ftlesvative instruments hedge assets and lias|iincluding intercompany transactions,
which are denominated in foreign currencies. Wegaize balance sheet derivative instruments aeredtih asset or a liability on our
consolidated balance sheets at fair value. Chaingée fair value of these derivatives are recoridesther income, net on our consolidated
statements of income. These derivative instrumgmisot subject us to material balance sheet rigktdexchange rate movements because
gains and losses on these derivatives are inteiodeffiset gains or losses on the assets and tiasilbeing hedged. The notional amounts of th
foreign currency forward contracts were $356 millaimd $393 million as of December 31, 2012 and 2Hspectively. As of December 31,
2012, the fair value of the foreign currency fordraontracts was a $5 million liability, which wagiuded in accrued expenses and other
current liabilities on our consolidated balanceetbieAs of December 31, 2013, the fair value offtineign currency forward contracts was a
less than $1 million net liability; the contractair value was included in accrued expenses anef atirrent liabilities and prepaid expenses
other current assets on our consolidated balarestshA loss of $3 million, a gain of $4 milliomda loss of $12 million were recorded for
years ended December 31, 2011, 2012, and 201%&atésgdy, and were included in other income, nebanconsolidated statements of inco
We received $7 million and paid $17 million in cdehsettlement of certain foreign currency forwadhtracts during the years ended
December 31, 2012 and 2013, respectively.

Forecasted Revenue ExpostOn October 2, 2013, we began hedging a portiohefdrecasted revenue of international subsidiavigsre the
functional currencies are the Euro, Australianatodind British pound. This program attempts to cedhe risk that our revenue denominate
these currencies will be adversely affected byifpreurrency exchange rate fluctuations. Thesevdivies are economic hedges and as su
not qualify for hedge accounting. We recognize ¢hdsrivative instruments as either assets or li@silon our consolidated balance sheets at
fair value. Changes in the fair value of thesedgives are recorded as a component of revenuerinansolidated statements of income and
were not material for the year ended December @132We did not have any derivative contracts eelab the forecasted revenue hedge
outstanding as of December 31, 2013. We did n@rénto any forecasted revenue hedges in the wealsd December 31, 2012 and 2011.

Translation ExposurélVe are also exposed to foreign exchange rate fitiotus as we convert the financial statements ofaneign

subsidiaries and our investments in equity intsrggb U.S. dollars in consolidation. If there isteange in foreign currency exchange rates, th
conversion of the foreign subsidiaries’ financi@tements into U.S. dollars results in a gain es lvhich is recorded as a component of
accumulated other comprehensive income which isgfatockholders’ equity.

A Value-at-Risk (“VaR”) sensitivity analysis wasrf@med on all of our foreign currency derivativesgtions as of December 31, 2013 and
December 31, 2012 to assess the potential impdktadfiations in exchange rates. The VaR model addsnte Carlo simulation to generate
thousands of random price paths assuming normadenaonditions. The VaR is the maximum expecteddmeloss in fair value, for a given
statistical confidence level, to our foreign cugierivative positions due to adverse movementatas. The VaR model is used as a risk
management tool and is not intended to represtereactual or forecasted losses. Based on thésefuhe model using a 99 percent
confidence interval, we estimate the maximum oneldss in fair value is $12 million and $28 milliam the notional value of the net
investment hedges at December 31, 2013 and 20k atively. The maximum one-day loss in fair vakikess than $1 million on the notional
value of our cash flow hedges at December 31, Z0A8re were no cash flow hedges outstanding atmeee31, 2012. The maximum one-
day loss in fair value is $2 million on the notibmalue of our balance sheet hedges at Decemb&@03B, compared to a $3 million loss and a
$1 million loss at December 31, 2012 and 2011,aetbyely.

Actual future gains and losses associated withdeuwative positions may differ materially from thensitivity analysis performed as of
December 31, 2013 due to the inherent limitatissoeaiated with predicting the timing and amounthdinges in foreign currency exchange
rates and our actual exposures and positions.ditiad, the VaR sensitivity analysis may not refldee complex market reactions that may
arise from the market shifts modeled within thisR/gensitivity analysis.
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Revenue ex-TAC and related expenses generateddouointernational subsidiaries are generally demateid in the currencies of the local
countries. Primary currencies include Australiatiade, British pounds, Euros, Japanese yen, anddradollars. The statements of income of
our international operations are translated int8.dollars at exchange rates indicative of markigtsrduring each applicable period. To the
extent the U.S. dollar strengthens against foreigrencies, the translation of these foreign cuayesrenominated transactions results in
reduced consolidated revenue and operating expeBeasersely, our consolidated revenue and opgratpenses will increase if the U.S.
dollar weakens against foreign currencies. Usiegféineign currency exchange rates from the yeag@iecember 31, 2012, revenue ex-TAC
for the Americas segment for the year ended DeceBihe2013 would have been higher than we repdiyedi7 million; revenue ex-TAC for
the EMEA segment would have been lower than wertegdy $4 million; and revenue ex-TAC for the ABiacific segment would have been
higher than we reported by $37 million. Using theefgn currency exchange rates from the year eBaéegmber 31, 2012, direct costs for the
Americas segment for the year ended December 3B ®@uld have been higher than we reported by $omidirect costs for the EMEA
segment would have been lower than we reporte@®byiffion; and direct costs for the Asia Pacifigegent would have been higher than we
reported by $3 million.

Investment Exposure

We are exposed to investment risk as it relatehamges in the market value of our investmentshele investments in marketable securities
and equity instruments of public and private conigan

Our cash and marketable securities investmentypalid strategy attempts primarily to preserve eapitd meet liquidity requirements. A la
portion of our cash is managed by external managitinin the guidelines of our investment policy. \p@tect and preserve invested funds by
limiting default, market, and reinvestment risk. dehieve this objective, we maintain our portfalfccash and cash equivalents and short-tern
and longterm investments in a variety of liquid fixed incersecurities, including both government and congoohligations and money marl
funds. As of December 31, 2012 and 2013, net uzezhfains and losses on these investments wereatetial.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of YdHno.:

In our opinion, the consolidated financial statetadisted in the accompanying index present fairyall material respects, the financial
position of Yahoo! Inc. and its subsidiaries at &mber 31, 2012 and December 31, 2013, and thesesiheir operations and their cash
flows for each of the three years in the periodeghDecember 31, 2013 in conformity with accounpnigciples generally accepted in the
United States of America. In addition, in our opmj the financial statement schedule listed insd@mmpanying index presents fairly, in all
material respects, the information set forth theveen read in conjunction with the related corikd financial statements. Also in our
opinion, the Company maintained, in all materialjects, effective internal control over financiegporting as of December 31, 2013, based or
criteria established imternal Control—Integrated Framewo(#992) issued by the Committee of Sponsoring Omgitins of the Treadway
Commission (COSO). The Company’s management ionssiple for these financial statements and findrsteement schedule, for
maintaining effective internal control over finaalcieporting and for its assessment of the effeciss of internal control over financial
reporting, included in Management's Report on Imé¢iControl Over Financial Reporting appearing urtiam 9A. Our responsibility is to
express opinions on these financial statementfefinancial statement schedule, and on the Coypamternal control over financial
reporting based on our integrated audits. We caedusur audits in accordance with the standardseoPublic Company Accounting
Oversight Board (United States). Those standamisine that we plan and perform the audits to obta&rsonable assurance about whether the
financial statements are free of material misstatgrand whether effective internal control overfinial reporting was maintained in all
material respects. Our audits of the financialestegnts included examining, on a test basis, evasuapporting the amounts and disclosures ir
the financial statements, assessing the accouptingiples used and significant estimates made agagement, and evaluating the overall
financial statement presentation. Our audit ofrimabcontrol over financial reporting included dbtag an understanding of internal control
over financial reporting, assessing the risk thaaderial weakness exists, and testing and evatyéte design and operating effectiveness of
internal control based on the assessed risk. Quitsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideaaonable basis for our opinions.

A company'’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statet:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureh®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, California
February 28, 2014
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Yahoo! Inc.

Consolidated Balance Sheets

ASSETS
Current asset:
Cash and cash equivalel
Shor-term marketable securiti

December 31

2012

2013

(in thousands, except par values

Accounts receivable, net of allowance of $32,63% $B5,549 as of December 31, 2012 and 201z

respectively
Prepaid expenses and other current a:
Total current asse

Long-term marketable securitit
Alibaba Group Preference Sha
Property and equipment, r
Goodwill
Intangible assets, n
Other lon¢-term asset
Investments in equity interes
Total asset

LIABILITIES AND EQUITY

Current liabilities:

Accounts payabl

Accrued expenses and other current liabili

Deferred revenu

Total current liabilities

Convertible note
Long-term deferred revent
Capital lease and other Ic-term liabilities
Deferred and other lo-term tax liabilities, ne
Total liabilities
Commitments and contingencies (Note
Yahoo! Inc. stockholde’ equity:

Preferred stock, $0.001 par value; 10,000 shardmared; none issued or outstand —
Common stock, $0.001 par value; 5,000,000 shatd®ared; 1,189,816 shares issued and 1,11¢
shares outstanding as of December 31, 2012, ad@,81P shares issued and 1,014,338 shares

outstanding as of December 31, 2(
Additional paic-in capital

Treasury stock at cost, 74,583 shares as of DeaeBdh@012, and 5,474 shares as of December 31,

2013
Retained earning
Accumulated other comprehensive inca

Total Yahoo! Inc. stockholde’ equity
Noncontrolling interest

Total equity
Total liabilities and equit

$ 2,667,770 $ 2,077,59
1,516,17! 1,330,30.
1,008,44: 979,55¢

460,31 638,40
5,652,71: 5,025,85
1,838,42! 1,589,50

816,26 —
1,685,84! 1,488,51
3,826,74! 4,679,641

153,97 417,80

289,13( 177,28:
2,840,15 3,426,34

$17,10325  $16,804,95

$ 184,83 $ 138,03

808,47 907,78:
296,92 294,49
1,290,23; 1,340,31.
— 1,110,58
407,56 258,90
124,58° 116,60
675,27 847,95
2,497,65! 3,674,36:
1,187 1,01¢
9,563,34 8,688,30.
(1,368,04) (200,22)
5,792,45! 4,267,42!
571,24 318,38
14,560,20 13,074,90
45,40 55,68¢
14,605,60 13,130,59
$17,10325  $16,804,95

The accompanying notes are an integral part ottheasolidated financial statements.
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Revenue

Operating expense
Cost of revenL—traffic acquisition cost
Cost of revenL—other
Sales and marketir
Product developmel
General and administratiy
Amortization of intangible:
Gains on sales of pater
Goodwill impairment charg
Restructuring charges, r

Total operating expens

Income from operation
Other income, ne

Yahoo! Inc.
Consolidated Statements of Income

Income before income taxes and earnings in eqoigrests

Provision for income taxe
Earnings in equity interes
Net income

Less: Net income attributable to noncontrollingnetsts

Net income attributable to Yahoo! Ir

Net income attributable to Yahoo! Inc. common staiillers per sha—basic
Net income attributable to Yahoo! Inc. common staiilers per sha—diluted

Shares used in per share calcule—basic
Shares used in per share calcule—diluted

Stoclk-based compensation expense by funct

Cost of revent—other
Sales and marketir
Product developmel
General and administrati

Restructuring expense accelerations (reversals

Years Ended December 31

2011 2012 2013
(in thousands, except per share amount:
$4,984,19' $ 4,986,561 $4,680,38!
603,37 518,90¢ 254,44
983,62¢ 1,101,66! 1,094,93
1,122,19 1,101,57: 1,130,82
919,36¢ 885,82 1,008,48
497,28 540,24 569,55!
33,59: 35,81¢ 44,84
- - (79,950
— — 63,55¢
24,42( 236,17( 3,76¢
4,183,85! 4,420,19! 4,090,45.
800,34 566,36¢ 589,92
27,17 4,647,83' 43,35;
827,51t 5,214,20 633,28:
(241,76) (1,940,04) (153,39))
476,92( 676,43¢ 896,67!
1,062,66! 3,950,60: 1,376,56
(13,847 (5,129 (10,285
$1,048,82 $ 3,945,47! $1,366,28
$ 0.8 $ 3.31 $ 1.3(C
$ 0.8 $ 3.2¢ $ 1.2¢
1,274,241 1,192,77! 1,052,70!
1,282,28. 1,202,901 1,070,81
$ 12,017 $ 10,07¢ $ 15,54¢
65,17¢ 82,11t 101,85:
80,66¢ 74,28¢ 83,39¢
46,09’ 57,88¢ 77,42
214 (3,429 —

The accompanying notes are an integral part oktheasolidated financial statements.
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Yahoo! Inc.
Consolidated Statements of Comprehensive Income

Years Ended December 31

2011 2012 2013
(in thousands)
Comprehensive income
Net income $1,062,66! $3,950,60: $1,376,56!
Available-for-sale securities
Unrealized (losses) gains on available-for-salesges, net of taxes of $8,518,
$(86), and $(1,724) for 2011, 2012, and 2013, retspely (17,249 7,571 6,77¢
Reclassification adjustment for realized lossein@an available—for-sale
securities included in net income, net of taxe$(6#8), $(5,197), and $479
for 2011, 2012, and 2013, respectiv 972 9,08¢ (796
Net change in unrealized gains (losses) on ava-for-sale securities, net of ti (16,277) 16,65¢ 5,98(
Foreign currency translation adjustmer‘CTA"):
Foreign CTA gains (losses), net of taxes of $1014%), and $496 for 2011,
2012, and 2013, respective 209,88 (9,339 (577,71)
Net investment hedge CTA gains (losses), net @<af $0 for both of 2011 ar
2012 and $(193) million for 201 — 3,241 317,45¢
Reclassification adjustment for CTA, net of taxé€$@, $68 million, and $0 for
2011, 2012, and 2013 respectiv — (137,186 —
Net foreign CTA gains (losses), net of - 209,88 (143,279 (260,257
Cash flow hedge:
Unrealized gains (losses) on cash flow hedgesfrteikes of $0 for both of 201
and 2012, and $(1,199) for 20 — — 3,49:
Reclassification adjustment for realized (gainsgs&s on cash flow hedges, net of
taxes of $0 for both of 2011 and 2012, and $572€4r3 — — (2,080)
Net change in unrealized gains (losses) on cashtfkrdges, net of te — — 1,412
Other comprehensive income (lo 193,61! (126,620 (252,86()
Comprehensive incorr 1,256,28. 3,823,98 1,123,701
Less: Comprehensive income attributable to nonodiimg interests (13,849 (5,129 (10,28%)
Comprehensive income attributable to Yahoo! $1,242,44, $3,818,85! $1,113,42

The accompanying notes are an integral part ottheasolidated financial statements.
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Yahoo! Inc.

Consolidated Statements of Stockholders’ Equity

Common stock

Balance, beginning of ye.
Common stock issue
Common stock retire

Balance, end of yei

Additional paid-in capital

Balance, beginning of ye

Common stock and sto-based awards issu

Stocl-based compensation expel

Tax benefits (detriments) from st-based award

Tax withholdings related to net share settlemehtssiricted stock awarc
Retirement of treasury sto

Equity component of convertible senior notes,

Purchase of note hedg

Issuance of warran

Other

Balance, end of ye:

Treasury stock

Balance, beginning of ye

Repurchases of common stc

Tax withholdings related to net share settlemehtssiricted stock awartc
Retirement of treasury sto

Balance, end of ye:

Retained earnings

Balance, beginning of ye
Net income attributable to Yahoo! Ir
Retirement of treasury sto

Balance, end of ye:

Accumulated other comprehensive incom

Balance, beginning of ye

Net change in unrealized gains (losses) on ava-for-sale securities, net of ti

Net change in unrealized gains on cash flow hedyssf tax
Foreign currency translation adjustments, netx

Balance, end of ye:

Total Yahoo! Inc. stockholde’ equity

Years Ended December 31

2011 2012 2013
(in thousands)

$ 1,30¢ $ 1,247 $ 1,18
18 24 26
(82 (79 (19¢)
1,242 1,18i 1,01¢
10,109,91 9,825,89! 9,563,34!
156,21: 218,34¢ 353,24
226,27( 244,65! 294,40¢
33,49 (31,440 49,06!
(44,597 (60,939 (139,81%)
(643,40)) (630,639 (1,620,70)
— — 268,08
— — (205,706
— — 124,77
(11,999 (2,535 1,617
9,825,89! 9,563,34 8,688,30:
— (416,23) (1,368,04)
(1,618,74) (2,167,84) (3,344,39)

(16€) — —
1,202,67. 1,216,03! 4,512,21.
(416,23) (1,368,04) (200,224
1,942,65! 2,432,299 5,792,45!
1,048,82 3,945,477 1,366,28.
(559,189 (585,31, (2,891,31)
2,432,29 5,792,45! 4,267,42!
504,25: 697,86¢ 571,24¢
(16,277) 16,65¢ 5,98(
— — 1,417
209,88 (143,279 (260,25.)
697,86¢ 571,24¢ 318,38
$12,541,06 $14,560,20 $13,074,90

The accompanying notes are an integral part oktheasolidated financial statements.
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Yahoo! Inc.

Consolidated Statements of Stockholders’ Equity

Common stock
Balance, beginning of ye
Common stock and restricted stock iss

Restricted stock issued under compensation arraggs

Repurchases of common stc

Tax withholdings related to net share settlemehtesiricted stock awartc

Balance, end of ye

(Continued)

Years Ended December 31
2011 2012 2013
Number of Outstanding Shares
(in thousands)

1,308,83 1,217,48. 1,115,23

18,37: 23,77 26,40
— — 1,567

(109,71  (126,02) (128,86
(10 — —

1,217,48. 1,115,23 1,014,33

The accompanying notes are an integral part ottheasolidated financial statements.
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Yahoo! Inc.
Consolidated Statements of Cash Flows

Years Ended December 31

2011 2012 2013
(in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 1,062,66' $ 3,950,60: $ 1,376,56!
Adjustments to reconcile net income to net caskigenl by (used in) operating
activities:
Depreciatior 530,51¢ 549,23! 532,48!
Amortization of intangible asse 117,72 105,36t 96,51¢
Accretion of convertible notes discot — — 4,84¢
Stocl-based compensation expense, 204,17: 220,93t 278,22(
Gains from sales of pater — — (79,950
Goodwill impairment charg — — 63,55¢
Restructuring charge 99C 109,89t 547
Gain from sale of Alibaba Group Sha — (4,603,32) —
Loss (gain) from sales of investments, assetsp#mf, ne 4,40¢ (11,840 22,397
Earnings in equity interes (476,920 (676,43 (896,67
Dividend income related to Alibaba Group PrefereBbare: — (20,000 (35,72¢)
Tax benefits (detriments) from stc-based award 33,497 (31,440 49,06:
Excess tax benefits from stc-based award (70,68() (35,849 (64,40%)
Deferred income taxe 70,39: (769,320 (84,307)
Dividends received from equity investe 75,39: 83,64¢ 135,05¢
Changes in assets and liabilities, net of effetecquisitions:
Accounts receivabl 38,10( 34,75: 26,19¢
Prepaid expenses and otl 97,84¢ 78,52¢ 27,40:
Accounts payabl (316 12,747 (7,764
Accrued expenses and other liabilit (290,07() 255,79¢ (98,857)
Deferred revenu (73,919 465,14( (149,929
Net cash provided by (used in) operating activi 1,323,80! (281,55¢) 1,195,24
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment, i (593,29;) (505,50 (338,13)
Purchases of marketable securi (1,708,53i) (3,520,32) (3,223,19))
Proceeds from sales of marketable secut 1,508,94 741,94° 2,871,83
Proceeds from maturities of marketable secur 1,316,19 381,40: 748,91!
Proceeds related to sale of Alibaba Group Shasst: — 6,247,72i —
Proceeds related to the redemption of Alibaba Girgference Shart — — 800,00(
Acquisitions, net of cash acquir (323,83() (5,71€) (1,247,54)
Purchases of intangible ass (11,819 (3,799 (2,500
Proceeds from the sale of investme 21,27 26,13: 181
Proceeds from the settlement of derivative hedgéracts — 17,89¢ 312,26¢
Payments for the settlement of derivative hedgéraots — (11,14) (22,709
Proceeds from sales of pate — — 79,95(
Other investing activities, ni (6,587) (6,579 (2,299
Net cash provided by (used in) investing activi 202,36: 3,362,04. (23,227)

The accompanying notes are an integral part ottheasolidated financial statements.
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Yahoo! Inc.
Consolidated Statements of Cash Flows

(Continued)
Years Ended December 31
2011 2012 2013
(in thousands)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common st $ 156,22t $ 218,37: $ 353,26
Repurchases of common stc (1,618,74) (2,167,84) (3,344,39))
Proceeds from issuance of convertible n — — 1,412,34.
Payments for note hedg — — (205,709
Proceeds from issuance of warra — — 124,77!
Excess tax benefits from stc-based award 70,68( 35,84 64,40°
Tax withholdings related to net share settlemehtesiricted stock awards and
restricted stock unit (44,762 (60,939 (139,81)
Proceeds from credit facility borrowin — — 150,00(
Repayment of credit facility borrowing — — (150,000)
Other financing activities, ni (19,367) (4,897) (8,760
Net cash used in financing activiti (1,455,95) (1,979,45) (1,743,88)
Effect of exchange rate changes on cash and casbaéts (34,247 4,35¢ (18,330
Net change in cash and cash equival 35,96: 1,105,38: (590,189
Cash and cash equivalents at beginning of 1,526,42 1,562,39 2,667,77
Cash and cash equivalents at end of $ 1,562,39 $2,667,77 $ 2,077,59

See Note 8—"“Investments in Equity Interests” fdbmmation about the nooash proceeds of $800 million in Alibaba Group Prefice Share

The accompanying notes are an integral part oktheasolidated financial statements.
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Yahoo! Inc.
Notes to Consolidated Financial Statements

Note 1 THE C oMPANY A ND SUMMARY O F SIGNIFICANT A CCOUNTING P OLICIES

The CompanyYahoo! Inc., together with its consolidated sulesidis (“Yahoo” or the “Company”) is a global tectogy company focused on
making the world’s daily habits inspiring and eta@ring. The Company’s mission is driven by its cotment to creating highly personalized
experiences that reach the Company’s users whetteeyemight be—on their mobile phone, tablet orkdigs. Yahoo's more than 800 million
monthly users connect to the things that mattert toothem with beautiful, engaging experiences s&i®earch, Communications, Digital
Magazines and Video—some of which will be powergd-lickr and Tumblr.

The Company creates value for advertisers witheastlined, simplified advertising technology stéltat leverages Yahoo's data, reach and
analytics to connect advertisers with their tamgediences. For advertisers, the opportunity to paraof users’ daily habits across products an
platforms is a powerful tool to engage audienceslanld brand loyalty.

Advertisers can build their businesses through didueg to targeted audiences on the Company’serproperties and services (“Yahoo
Properties”), or through a distribution networktloird party entities (“Affiliates”) who integratéié Company’s advertising offerings into their
Websites or other offerings (“Affiliate sites”; tether with Yahoo Properties, the “Yahoo Networkhe Company manages and measures its
business geographically, principally in the AmesicAMEA (Europe, Middle East, and Africa) and AB&cific.

Basis of PresentatioiThe consolidated financial statements include to®ants of Yahoo! Inc. and its majority-owned drextvise controlled
subsidiaries. All significant intercompany accouantsl transactions have been eliminated. Investniemtstities in which the Company can
exercise significant influence, but does not ownagority equity interest or otherwise control, acecounted for using the equity method anc
included as investments in equity interests orctivesolidated balance sheets. The Company has etthhe results of operations of acquired
companies from the date of acquisition. Certainrpperiod amounts have been reclassified to conforthe current period presentation

The preparation of consolidated financial statesméntonformity with generally accepted accountinigciples (‘GAAP”) in the United States
(“U.S.”) requires management to make estimategmuhts, and assumptions that affect the reportediats of assets, liabilities, revenue, anc
expenses and the related disclosure of contingmetaand liabilities. On an ongoing basis, the @om evaluates its estimates, including tl
related to revenue, the useful lives of long-liesdets including property and equipment and inbd@gissets, investment fair values, stock-
based compensation, goodwill, income taxes, coatioigs, and restructuring charges. The Companysligsestimates of the carrying value of
certain assets and liabilities on historical expeee and on various other assumptions that areveelito be reasonable under the circumsta
when these carrying values are not readily availioim other sources. Actual results may diffenfrihese estimates.

Concentration of RiskEinancial instruments that potentially subject@@mpany to significant concentration of credit risksist primarily of
cash, cash equivalents, marketable securitiespyatsoeceivable, and derivative financial instruteeiihe primary focus of the Company’s
investment strategy is to preserve capital and fitggtity requirements. A large portion of the Cpamy’s cash is managed by external
managers within the guidelines of the Company’&#tment policy. The Comparsyinvestment policy addresses the level of cregibsure b
limiting the concentration in any one corporatei&sor sector and establishing a minimum allowabdglit rating. To manage the risk expos
the Company maintains its portfolio of cash anchaaguivalents and short-term and long-term investasim a variety of fixed income
securities, including U.S. and foreign governmagency, municipal and highly rated corporate déligations and money market funds. The
Company’s derivative instruments, including theenlo¢dge transactions, expose the Company to cigdib the extent that its counterparties
may be unable to meet the terms of the agreemBEmtsCompany seeks to
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mitigate this risk by limiting its counterpartiesnajor financial institutions and by spreading tis& across several major financial institutic
In addition, the potential risk of loss with anyeotounterparty resulting from this type of credikiis monitored on an ongoing basis. See
“Note 9—Derivative Instruments” for additional infoation related to the Company’s derivative instemis. Accounts receivable are typically
unsecured and are derived from revenue earneddostomers. The Company performs ongoing credituagi@ins of its customers and
maintains allowances for potential credit lossestdtlically, such losses have been within managé¢sierpectations. As of December 31,
2012 and 2013, no one customer accounted for @peor more of the accounts receivable balancenarahe customer accounted for 10
percent or more of the Company’s revenue for 22012, or 2013. See Note 19 “Search Agreement witlrddoft Corporation” for revenue
under the Company’s Search and Advertising SendoesSales Agreement (the “Search Agreement”) Mittrosoft Corporation

(“Microsoft”).

Comprehensive Incom€omprehensive income consists of two componentsnoeme and other comprehensive income. Other
comprehensive income refers to revenue, expensdgains and losses that under GAAP are recordad atement of shareholdeegjuity bu
are excluded from net income. The Company’s otbargrehensive income consists of foreign curreraydiation adjustments from those
subsidiaries or equity method investments wherdaited currency is the functional currency, unreadi gains and losses on marketable
securities classified as available-for-sale, uizedlgains and losses on cash flow hedges, negekan fair value of derivative instruments
related to our net investment hedges, as well@€tdmpany’s share of its equity investees’ othenmehensive income.

Foreign CurrencyThe functional currency of the Company’s internasibsubsidiaries is evaluated on a cas&dise basis and is often the Ic
currency. The financial statements of these sudnséti are translated into U.S. dollars using peeiod rates of exchange for assets and
liabilities, historical rates of exchange for eguénd average rates of exchange for the periotef@nue and expenses. Translation gains
(losses) are recorded in accumulated other compsareeincome (loss) as a component of stockholdsrsity. In addition, the Company
records translation gains (losses) related toitsign equity method investments in accumulatedrotbmprehensive income (loss). The
Company records foreign currency transaction gamslosses, realized and unrealized and measurerhieatal currencies of foreign
subsidiaries where the foreign currency is difféfesm the local currency in other income, nethie tonsolidated statements of income. The
Company recorded $9 million of net gains in 20Xid &1 million and $6 million of net losses in 20drad 2013, respectively.

Cash and Cash Equivalents, Short- and Long-Termkitable SecuritieSthe Company invests its excess cash in money mankds, time
deposits, and liquid debt instruments of the Urfsl. fareign governments and their agencies, U.S.icmalities, and high-credit corporate
issuers which are classified as marketable seesifdtnd cash equivalents. All investments with agiral maturity of three months or less are
considered cash equivalents. Investments with ntiggiof less than 12 months from the balance sietet are classified as current assets,
which are available for use to fund current operai Investments with maturities greater than 1athefrom the balance sheet date are
classified as long-term assets.

Operating cash deposits held with banks may extteedmount of insurance provided on such depds#serally, these deposits may be
redeemed upon demand and are maintained with fimanstitutions with reputable credit and therefdmear minimal credit risk. The Compe
seeks to mitigate its credit risk by spreading susihacross multiple counterparties and monitothgrisk profiles of these counterparties.

The Company’s marketable securities are class#ftedvailable-for-sale and are reported at fairejaiith unrealized gains and losses, net of
tax, recorded in accumulated other comprehens@nie (loss). Realized gains or losses and dedlineslue judged to be other-than-
temporary, if any, on available-for-sale securities reported in other income, net. The Companjuates the investments periodically for
possible other-than-temporary impairment. A dectih@ir value below amortized costs of debt sd@siis considered an other-than-
temporary impairment if the Company has the intersiell the security or it is more likely than rloat the
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Company will be required to sell the security befogcovery of the entire amortized cost basishdsé instances, an impairment charge equal
to the difference between the fair value and theréized cost basis is recognized in earnings. Régss of the Company'’s intent or
requirement to sell a debt security, an impairni®obnsidered other-than-temporary if the Compargschot expect to recover the entire
amortized cost basis; in those instances, a datitequal to the difference between the presdnéa the cash flows expected to be collectec
based on credit risk and the amortized cost bdidtseadebt security is recognized in earnings. Thenpany has no current requirement or
intent to sell a material portion of debt secusitées of December 31, 2013. The Company expecestwver up to (or beyond) the initial cost of
investment for securities held. In computing readigiains and losses on available-for-sale secsirttie Company determines cost based on
amounts paid, including direct costs such as cosions to acquire the security, using the spediéntification method. During the years
ended December 31, 2011, 2012 and 2013, grosgedajains and losses on available-for-sale debequity securities were not material.

Allowance for Doubtful AccountThe Company records its allowance for doubtful act® based upon its assessment of various fadtoes.
Company considers historical experience, the agleeoccounts receivable balances, the credittgualits customers, current economic
conditions, and other factors that may affect austs’ ability to pay to determine the level of alnce required.

Derivative Financial InstrumentThe Company uses derivative financial instrumgmisnarily foreign currency forward contracts, totigate
certain foreign currency exposures. The Compangégdon an after-tax basis, a portion of its netstment in Yahoo Japan. The Company
has designated these foreign currency forward aot#tias net investment hedges, which are accotortédaccordance with ASC 815
“Derivatives and Hedging” (“ASC 815"). The effeatiyortion of changes in fair value is recordeddouanulated other comprehensive income
on the Company’s consolidated balance sheet anthaffgctive portion is recorded in other incomet an the Company’s consolidated
statements of income. The Company expects thenmestiment hedges to be effective, on an after-dsishbas described in ASC 815 and
effectiveness will be assessed each quarter. Slanylghortion of the net investment hedge becomféeicidve, the ineffective portion will be
reclassified to other income, net on the Compaagissolidated statements of income. The fair vatidse net investment hedges are
determined using quoted observable inputs. Gaiddamses reported in accumulated other compreheirstome will not be reclassified into
earnings until a sale of the Company’s underlyimgstment.

For derivatives designated as cash flow hedgesfthetive portion of the unrealized gains or I@ssa these forward contracts is recorded in
accumulated other comprehensive income on the Cayigoaonsolidated balance sheets and reclassified@venue on the consolidated
statements of income when the underlying hedgeehay is recognized. If the cash flow hedges welbetmme ineffective, the ineffective
portion would be immediately recorded in other imeg net on the Company’s consolidated statemeritxome.

The Company hedges certain of its net recognizezigo currency assets and liabilities with foreggthange forward contracts to reduce the
risk that its earnings and cash flows will be adeér affected by changes in foreign currency exgbaates. These balance sheet hedges are
used to partially offset the foreign currency extd@gains and losses generated by the re-measurefroemtain assets and liabilities
denominated in non-functional currency. Changehénfair value of these derivatives are recordeatlier income, net on the Company’s
consolidated statements of income. The fair vabidbe balance sheet hedges are determined usatgdjabservable inputs.

In October 2013, the Company began hedging a podtiiche forecasted revenue of certain internatisnbsidiaries whose functional
currencies are not the U.S dollar. This programnagtts to reduce the risk that the Company’s reveleneminated in these currencies will be
adversely affected by foreign currency exchange ftattuations. These derivatives are economic égdgd as such do not qualify for hedge
accounting. Changes in the fair value of thesevdtvies are recorded as a component of revendmi€bdmpany’s consolidated statements of
income.
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The Company recognizes all derivative instrumeaststher assets or liabilities on the Company’s obdated balance sheets at fair value. See
Note —"Derivative Financial Instruments” for a full defmtion of the Company’s derivative financial ingtnent activities and related
accounting.

Property and EquipmenBuildings are stated at cost and depreciated ubimgtraight-line method over the estimated udefes of 25 years.
Leasehold improvements are amortized over theredgheir expected useful lives and the remainégage term. Computers and equipment
furniture and fixtures are stated at cost and deégied using the straiglite method over the estimated useful lives ofakgets, generally thi
to five years.

Property and equipment to be held and used arewed for impairment whenever events or changesdnrostances indicate that the carrying
value of the assets may not be recoverable. Datetion of recoverability is based on the loweselef identifiable estimated undiscounted
future cash flows resulting from the use of theehasd its eventual disposition. Measurement ofiarpairment loss for long-lived assets that
management expects to hold and use is based @xctkss of the carrying value of the asset ovdaitvalue. No impairments of such assets
were identified during any of the periods presented

Capitalized Software and LabdFhe Company capitalized certain software and labsts totaling approximately $192 million, $180Imi,

and $130 million during 2011, 2012, and 2013, retipely. The estimated useful life of costs cajued is evaluated for each specific project
and ranges from one to three years. During 20112 2énd 2013, the amortization of capitalized ctsttied approximately $114 million, $1.
million, and $175 million, respectively. Capitalizeoftware and labor costs are included in propamty equipment, net. Included in the
capitalized amounts above are $22 million, $24iarilland $16 million, respectively, of stock-basednpensation expense in the years endec
December 31, 2011, 2012, and 2013.

Goodwill. Goodwill represents the excess of the purchase prier the fair value of the net tangible and igihle assets acquired in a busines:
combination. Goodwill is not amortized, but is &abfor impairment on an annual basis and more &ty if impairment indicators are
present. The Company’s reporting units are ond lasiew the operating segments level. If the rapgrtinit does not pass the qualitative
assessment, then the reporting unit’s carryingevaicompared to its fair value. The fair valueghefreporting units are estimated using an
average of a market approach and an income appessaittis combination is deemed to be the most atigie of the Company’s fair value in an
orderly transaction between market participantodsdll is considered impaired if the carrying valofethe reporting unit exceeds its fair
value. The income approach uses expected futuraiimpg results and failure to achieve these exge@sults may cause a future impairment
of goodwill at the reporting unit. If the carryinglue of the reporting unit exceeds its fair valie, second step of the goodwill impairment tes
is performed by comparing the carrying value ofgbedwill in the reporting unit to its implied famalue. An impairment charge is recognized
for the excess of the carrying value of goodwilépits implied fair value. The Company conductsdaihnual goodwill impairment test as of
October 31, 2013 and determined that the fair watfets reporting units, with the exception of aldle East reporting unit, exceeded their
carrying values and therefore goodwill in thoseoréipg units was not impaired. The Company condiutteit the carrying value of the Middle
East reporting unit exceeded its fair value andmeed a goodwill impairment charge of approximath¢ million in the quarter ended
December 31, 2013. See Note 5—"Goodwill” for aduiil information.

Intangible Assetsdntangible assets are carried at cost and amortizedtheir estimated useful lives, generally atraight-line basis over one
to eight years as the pattern of use is ratable.¢émpany reviews identifiable amortizable intatgéssets to be held and used for impairmel
whenever events or changes in circumstances irdibat the carrying value of the assets may notbeverable. Determination of
recoverability is based on the lowest level of iifeable estimated undiscounted cash flows resglfrom use of the asset and its eventual
disposition. Measurement of any impairment lodsaised on the excess of the carrying value of thetawer its fair value.
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For the year ended December 31, 2013, the Compadyertain patents and recorded gains on salpatehts of approximately $80 million.
The gains on sales of patents were primarily rdl&dea patent sale agreement with a wholly-ownétlzaé of Alibaba Group entered into
during the fourth quarter of 2013 for $70 million.

Investments in Equity Interesinvestments in the common stock of entities in White Company can exercise significant influendedoes

not own a majority equity interest or otherwise tcohare accounted for using the equity methodamedncluded as investments in equity
interests on the consolidated balance sheets. ©hgény records its share of the results of thesgaoies one quarter in arrears within
earnings in equity interests on the consolidatetéstents of income. The Company reviews its investmfor other-than-temporary
impairment whenever events or changes in busineasmstances indicate that the carrying value efitivestment may not be fully
recoverable. Investments identified as having dication of impairment are subject to further asayto determine if the impairment is other-
than-temporary and this analysis requires estirgdtia fair value of the investment. The determorabtf fair value of the investment involves
considering factors such as the stock prices ofipabmpanies in which the Company has an equitgstment, current economic and market
conditions, the operating performance of the corigzaimcluding current earnings trends and forechsssh flows, and other company and
industry specific information.

Operating and Capital LeaseS.he Company leases office space and data centdes operating leases and certain data centerreguip

under a capital lease agreement with original Ipas®ds up to 12 years. Assets acquired undetatdpases are amortized over the remaining
lease term. Certain of the lease agreements camtafrinolidays and rent escalation provisions.gtoposes of recognizing these lease
incentives on a straight-line basis over the tefthe lease, the Company uses the date that the&uwoyrhas the right to control the asset to
begin amortization. Lease renewal periods are densil on a lease-by-lease basis and are genestlilyaluded in the period of straight-line
recognition. For each of the years ended Decembe2@®L1, 2012 and 2013, the Company expensed $b6mff interest, which approximates
the cash payments made for interest. As of Deceihe2012 and 2013, the Company had net leaseatiolis included in capital lease and
other long-term liabilities in the consolidateddate sheets of $37 million and $44 million, respety.

Income TaxeDeferred income taxes are determined based oriffeestices between the financial reporting anditases of assets and
liabilities and are measured using the currenthceed tax rates and laws. The Company recordsuatiah allowance against particular
deferred income tax assets if it is more likelyrtimat that those assets will not be realized. Togigion for income taxes comprises the
Company’s current tax liability and change in defdrincome tax assets and liabilities.

Significant judgment is required in evaluating @@mpany’s uncertain tax positions and determiniagiovision for income taxes. The
Company establishes liabilities for tax-relatedentainties based on estimates of whether, andxiieateto which, additional taxes will be due.
These liabilities are established when the Comttigves that certain positions might be challendgsbite its belief that its tax return
positions are in accordance with applicable taxslaihe Company adjusts these liabilities in lightleanging facts and circumstances, such a:
the closing of a tax audit, new tax legislationve&lepments in case law or interactions with theaathorities. To the extent that the final tax
outcome of these matters is different than the arsotecorded, such differences will affect the Bimn for income taxes in the period in
which such determination is made. The provisionfioome taxes includes the effect of changes hilii@s for tax-related uncertainties that
are considered appropriate, as well as the retatethterest and penalties. Income taxes paidpfetfunds received, were $96 million, $2.3
billion, and $208 million in the years ended Decem®l, 2011, 2012, and 2013, respectively. Intgrait was not material in any of the years
presented. See Note 16—“Income Taxes” for additioriarmation.

Revenue RecognitioRevenue is generated from several offerings inolydle display of graphical and non-graphical atisements (lisplay
advertising”), clicks on text-based links to adisats’ Websites that appear primarily on searchltepages (“search advertising”), and other
sources. For revenue arrangements with multiplizetalbles, the consideration is allocated basetthemelative selling price for each
deliverable. The
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selling price for each arrangement deliverablelmaestablished based on vendor specific objectiderce (“VSOE”) or third-party evidence
(“TPE") if VSOE is not available. An estimate ofllg®gg price (“ESP”) is used if neither VSOE nor TiEavailable.

The Company recognizes revenue from display aciegtion Yahoo Properties and Affiliate sites asriespions are delivered. Impressions ar
delivered when a sold advertisement appears ingpagered by users. Arrangements for these sergensrally have terms of up to one year
and in some cases the terms may be up to thres. yaardisplay advertising on Affiliate sites, Bempany pays Affiliates for the revenue
generated from the display of these advertisenremthe Affiliate sites. Traffic acquisition costy AC”) are payments made to third-party
entities that have integrated the Company’s adsiagiofferings into their Websites or other offgigrand payments made to companies that
direct consumer and business traffic to Yahoo Rtase The display revenue derived from these gearents that involve traffic supplied by
Affiliates is reported gross of the TAC paid to iifftes as the Company is the primary obligor te éldvertisers who are the customers of the
display advertising service.

From time-to-time, the Company may offer customidesplay advertising solutions to advertisers. Ehasstomized display advertising
solutions combine the Company’s standard displagriding with customized content, customer insghnd campaign analysis. Due to the
unique nature of these products, the Company mageable to establish selling prices based owfitstl stand-alone sales or third-party
evidence; therefore, the Company may use its Istisha@te to establish selling prices. The Compamghdishes best estimates within a range o
selling prices considering multiple factors inchugli but not limited to, class of advertiser, siféransaction, seasonality, margin objectives,
observed pricing trends, available online inventargdustry pricing strategies, and market condgiorhe Company believes the use of the be:
estimates of selling price allows revenue recognith a manner consistent with the underlying ecouine of the transaction.

The Company recognizes revenue from search adwertid Yahoo Properties and Affiliate sites. Seamlrenue is recognized based on Paid
Clicks. A Paid Click occurs when an end-user clicksa sponsored listing on Yahoo Properties andi#& sites for which an advertiser pays
on a per click basis. The Company’s Search Agreémih Microsoft provides for Microsoft to be th&ausive algorithmic and paid search
services provider on Yahoo Properties and non-sikauprovider of such services on Affiliate sitestransitioned markets, the Company
reports as revenue the 88 percent share of rexgenerated from Microsoft's services on Yahoo Priggiand Affiliate sites, as the Company
is not the primary obligor in the arrangement with advertisers. See Note 19—“Search AgreementMithosoft Corporation” for a
description of the Search Agreement with Microsoft.

In non-transitioned markets, the Company paid &fids TAC for the revenue generated from the seadobrtisements on the Affiliates’
Websites. The revenue derived from these arrangsmexs reported on a gross basis (before deduttnAC paid to Affiliates), as the
Company continued to be the primary obligor todbeertisers. The Company also generates searchue¥®m a revenue sharing
arrangement with Yahoo Japan for search technaogdyservices and records the related revenudsagatned.

Other revenue includes listings-based servicesweydransaction revenue, royalties, and fees texdristings-based services revenue is
generated from a variety of consumer and busingtasgs-based services, including classified adsiag such as Yahoo Autos and other
services. The Company recognizes listings-basefdcssrrevenue when the services are performed sacdion revenue is generated from
facilitating commercial transactions through YaliRroperties, principally from Yahoo Small Businegéahoo Travel, and Yahoo Shopping.
The Company recognizes transaction revenue whea ihevidence that qualifying transactions havauaed. We also receive royalties from
joint venture partners that are recognized wheneshr-ees revenue consists of revenue generatadafk@riety of consumer and business
based services as well as services for small bsséise The Company recognizes fees revenue wheenbiees are performed.
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In all cases, revenue is recognized only when thoe s fixed or determinable, persuasive evidesfcen arrangement exists, the service is
performed, and collectability of the related feedasonably assured. The Company’s arrangemengsajigrdo not include a provision for
cancellation, termination, or refunds that woulghgicantly impact revenue recognition.

The Company accounts for cash consideration giveustomers, for which it does not receive a seplradentifiable benefit and cannot
reasonably estimate fair value, as a reductioewémue.

Current deferred revenue is comprised of contratiillangs in excess of recognized revenue and payisireceived in advance of revenue
recognition. Long-term deferred revenue includesamis received for which revenue will not be earwétiin the next 12 months.

TAC.TAC consists of payments made to third-party esdithat have integrated the Company’s advertidifggings into their Websites or
other offerings and payments made to companiegitrett consumer and business traffic to Yahoo éntgs. The Company enters into
agreements of varying duration that involve TACefiéhare generally two economic structures of tHai@te agreements: fixed payments
based on a guaranteed minimum amount of traffiveledd, which often carry reciprocal performancamntees from the Affiliate, or variable
payments based on a percentage of the Companygauewr based on a certain metric, such as theewaifisearches or paid clicks. The
Company expenses, as cost of revenue, TAC undediffesent methods. Agreements with fixed paymemesexpensed ratably over the term
the fixed payment covers. Agreements based oncepege of revenue, number of searches, or othieiceare expensed based on the vol
of the underlying activity or revenue multiplied the agreed-upon price or rate.

Product DevelopmenProduct development expenses consist primarilyoofgensation-related expenses (including stock-beseghensation
expense) incurred for research and developmentigtielopment of, enhancements to, and maintenantteeration of Yahoo Properties,
advertising products, technology platforms, andaistiructure. Depreciation expense, tipatty technology and development expense, and
operating costs are also included in product derent.

Advertising CostsAdvertising production costs are recorded as exp#msfirst time an advertisement appears. Costsivédrtising are
recorded as expense as advertising space or aigiosed. All other advertising costs are expemsedcurred. Advertising expense totaled
approximately $148 million, $103 million, and $124llion for 2011, 2012, and 2013, respectively.

Restructuring ChargeThe Company has developed and implemented restingtnitiatives to improve efficiencies across thrganization,
reduce operating expenses, and better align itgiress to market conditions. As a result of thdaag) the Company has recorded restructt
charges comprised principally of employee severamckassociated termination costs related to thecten of its workforce, office closures,
losses on subleases, and contract termination. daatslities for costs associated with an exidisposal activity are recognized when the
liability is incurred, as opposed to when managdmemmits to an exit plan. In addition, (i) lialidéis associated with exit and disposal
activities are measured at fair value; (i) oneditarmination benefits are expensed at the daterttigy notifies the employee, unless the
employee must provide future service, in which adhsebenefits are expensed ratably over the figereice period; and (iii) costs to termina
contract before the end of its term are recognizieen the entity terminates the contract in accardamith the contract terms. In addition, a
portion of the Company’s restructuring costs reldteinternational employees are recognized wherathount of such termination benefits
becomes estimable and payment is probable.

These restructuring initiatives require manageneeniake estimates in several areas includingx@gases for severance and other employee
separation costs; (ii) realizable values of assetde redundant, obsolete, or excessive; andh@ipbility to generate sublease income and to
terminate lease obligations at the estimated ansount
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Stock-Based Compensation Expeii$e Company recognizes stock-based compensatia@nsgpnet of an estimated forfeiture rate and
therefore only recognizes compensation costs fiselshares expected to vest over the service pafrthé award. Stock-based awards are
valued based on the grant date fair value of theseds; the Company records stock-based compensdpense on a straight-line basis over
the requisite service period, generally one to f@ars.

Calculating stock-based compensation expense deiatstock options requires the input of highlyjsetive assumptions, including the
expected term of the stock options, stock pricatddly, and the pre-vesting forfeiture rate ofct@wards. The Company estimates the
expected life of options granted based on histbearcise patterns, which the Company believesepreesentative of future behavior. The
Company estimates the volatility of its common kton the date of grant based on the implied vathatilf publicly traded options on its
common stock, with a term of one year or greatbe Tompany believes that implied volatility caltathbased on actively traded options on
its common stock is a better indicator of expeest@dtility and future stock price trends than hiatal volatility. The assumptions used in
calculating the fair value of stock-based awargsasent the Company’s best estimates, but theipeadss involve inherent uncertainties and
the application of management judgment. As a regdtictors change and the Company uses diffexsstimptions, the Company’s stduksec
compensation expense could be materially diffeiretite future. In addition, the Company is requite@stimate the expected pre-vesting
award forfeiture rate, as well as the probabilitgttperformance conditions that affect the vestihgertain awards will be achieved, and only
recognizes expense for those shares expectedttoresCompany estimates the forfeiture rate basetistorical experience of the Compagy’
stock-based awards that are granted and cancelfedebvesting. See Note 14—"Employee Benefits"ddditional information.

The Company uses the “with and without” approactigtermining the order in which tax attributes atiézed. As a result, the Company
recognizes a tax benefit from stock-based awardslditional paid-in capital only if an incrementak benefit is realized after all other tax
attributes currently available to the Company hiaeen utilized. When tax deductions from stock-basedrds are less than the cumulative
book compensation expense, the tax effect of theltreg difference (“shortfall”) is charged firsi additional paid-in capital, to the extent of
the Company’s pool of windfall tax benefits, withyaremainder recognized in income tax expense.ddrapany determined that it had a
sufficient windfall pool available through the eofi2013 to absorb any shortfalls. In addition, @@mpany accounts for the indirect effects of
stock-based awards on other tax attributes, sutieagsearch tax credit, through the consolidstaments of income.

Recent Accounting Pronouncements.

In 2013, the Financial Accounting Standards Bodrd§B”) issued new accounting guidance clarifyihg taccounting for the release of a
cumulative translation adjustment into net incontemwa parent either sells a part or all of its #reent in a foreign entity or no longer holds &
controlling financial interest in a subsidiary apgp of assets that is a nonprofit activity or aibass within a foreign entity. The new standard
is effective for fiscal years, and interim periadhin those fiscal years, beginning on or aftec®maber 15, 2013. The Company does not
anticipate that this adoption will have a signifitanpact on its financial position, results of ogt@ons, or cash flows.

In 2013, the FASB issued a new accounting stanttetdwill require the presentation of certain uligrized tax benefits as reductions to
deferred tax assets rather than as liabilitiebénQGonsolidated Balance Sheets when a net opetatisgarryforward, a similar tax loss, or a
credit carryforward exists. The new standard regguadoption on a prospective basis in the firsttquaf 2015; however, early adoption is
permitted. The Company does not anticipate thatatbption will have a significant impact on itsdincial position, results of operations, or
cash flows.
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Note 2 INVESTMENTS A ND F AIR V ALUE M EASUREMENTS

The following tables summarize the investmentsviilable-for-sale securities (in thousands):

Government and agency securities
Corporate debt securities, commercial paper, ané bartificates of depos
Corporate equity and other marketable secut
Alibaba Group Preference Sha
Total investments in availat-for-sale securitie

Government and agency securities
Corporate debt securities, commercial paper, an# bartificates of depos
Corporate equity and other marketable secut

Total investments in availal-for-sale securitie

Reported as
Shor-term marketable securitit
Long-term marketable securitit
Alibaba Group Preference Sha
Other asset

Total

December 31, 201;

Gross Gross

Gross Unrealized Unrealized
Amortized Estimated
Costs Gains Losses Fair Value
$1,312,87! $ 98t $ (45) $1,313,81!
2,039,80! 1,597 (622) 2,040,78.
23C — (33) 197
816,26 — — 816,26
$4,169,17 $ 2,587 $ (700 $4,171,05!

December 31, 201.

Gross Gross

Gross Unrealized Unrealized
Amortized Estimated
Costs Gains Losses Fair Value
$ 538,39° $ 65 $ (101 $ 538,36:
2,380,13. 2,52¢ (1,216 2,381,44:
23( 15: — 38:¢
$2,918,76. $ 2,748 $ (1,317) $2,920,18

December 31
2012 2013

$1,516,17 $1,330,30:

1,838,42! 1,589,50!
816,26: —
197 38¢

$4,171,05 $2,920,18

Available-for-sale securities included in cash aadh equivalents on the consolidated balance sheetwt included in the table above as the
gross unrealized gains and losses were immaterialdth 2012 and 2013 as the carrying value appratas fair value because of the short

maturity of those instruments.

The contractual maturities of available-for-salerketable securities were as follows (in thousands):

Due within one year
Due after one year through five ye.
Total availabl-for-sale marketable securiti
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The following tables show all investments in anaatized loss position for which an other-than-terappimpairment has not been recognizec
and the related gross unrealized losses and flaie vaggregated by investment category and lerfgiime that individual securities have been
in a continuous unrealized loss position (in thowasy:

December 31, 201,

Less than 12 Months 12 Months or Greater Total
Unrealized Unrealizec Unrealizec
Fair Fair Fair
Value Loss Value Loss Value Loss
Government and agency securities $165,02 $ (45 $ — $ — $165,02 $ (45
Corporate debt securities, commercial paper, an# bartificates
of deposil 729,04t (622) — — 729,04t (622)
Corporate equity securiti¢ 197 (33 — — 197 (33
Total investments in availal-for-sale securitie $894,26( $ (700) $ — $ — $894,26¢ $ (700
December 31, 201
Less than 12 Months 12 Months or Greater Total
Unrealized Unrealizec Unrealizec
Fair Fair Fair
Value Loss Value Loss Value Loss
Government and agency securities $263,51: $ (101) $ — $ — $263,51: $ (107
Corporate debt securities, commercial paper, an# bartificates
of deposil 696,95( (1,214 3,83: (2) 700,78: (1,216
Total investments in availal-for-sale securitie $960,46: $ (1,31f) $3,83: $ (2) $964,29 $(1,31))

The Company’s investment portfolio consists of iifjhigh-quality fixed income government, agencyd aorporate debt securities, money
market funds, time deposits with financial insiiass, and preference shares. Investments in bt fiate and floating rate interest earning
instruments carry a degree of interest rate ristedrate securities may have their fair marketigadversely impacted due to a rise in interes

market value adversely impacted due to a deterworaff the credit quality of the issuer. The longes term of the securities, the more
susceptible they are to changes in market rategstments are reviewed periodically to identifygibke other-thartemporary impairment. Tt
Company has no current requirement or intent tialsese securities. The Company expects to reagqvéo (or beyond) the initial cost of
investment for securities held.

The Company'’s investment in the Alibaba Group Resfee Shares was presented as an asset carragdwatidie on the Company’s
consolidated balance sheets as of December 31, 281d&f December 31, 2012, the total carrying aidvfalue of the Alibaba Group
Preference Shares was $822 million, which incluggdhillion of accrued dividend income recorded withrepaid expenses and other current
assets and $16 million of accrued dividend incoem®rded as part of the carrying value of the Aldb&roup Preference Shares. For the year:
ended December 31, 2012 and 2013, the Companydextapproximately $23 million and $36 million, respvely, in dividend income relat

to the Alibaba Group Preference Shares within otteeme, net on the consolidated statements ohiiec@®®n May 16, 2013, Alibaba Group
Holding Limited (“Alibaba Group”) exercised its hgto redeem the Alibaba Group Preference Sharek8#6 million in cash. The cash
received represented the redemption value, whididied the stated value of $800 million plus acdrdiwidends of $46 million.
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The following table sets forth the financial assetd liabilities, measured at fair value, by lewéhin the fair value hierarchy as of
December 31, 2012 (in thousands):

Fair Value Measurements at Reporting Date Usin

Assets Level 1 Level 2 Level 3 Total
Money market fund§) $685,700 $ — $ — $ 685,70
Available-for-sale securities
Government and agency securil® — 2,464,22 — 2,464,22
Commercial paper and bank certificates of def® — 892,76¢ — 892,76¢
Corporate debt securiti@ — 1,298,12. — 1,298,12.
Time deposit: — 84,55¢ — 84,55¢
Alibaba Group Preference Sha — — 816,26: 816,26:
Corporate equity securiti€? 197 — — 197
Foreign currency derivative contra® — 5,001 — 5,00
Financial assets at fair val $685,90:  $4,744,68  $816,26.  $6,246,84
Liabilities
Foreign currency derivative contra® — (6,667) — (6,667)
Total financial assets and liabilities at fair va& $685,90:  $4,738,01'  $816,26:  $6,240,18

The following table sets forth the financial assetd liabilities, measured at fair value, by lewéhin the fair value hierarchy as of
December 31, 2013 (in thousands):

Fair Value Measurements at Reporting Date Usin

Assets Level 1 Level 2 Level 3 Total
Money market fund§) $936,43¢ $ — $ — $ 936,43t
Available-for-sale securities
Government and agency securil® — 876,19 — 876,19
Commercial paper and bank certificates of def® — 472,08( — 472,08(
Corporate debt securiti(® — 2,059,15! — 2,059,15!
Time deposit: — 84,44 — 84,44
Corporate equity securiti€? 37C — — 37C
Foreign currency derivative contra® — 214,04: — 214,04:
Financial assets at fair val $936,80¢ $3,705,920 $ — $4,642,72;
Liabilities
Foreign currency derivative contra® — (1,407 — (1,407
Total financial assets and liabilities at fair va& $936,80¢ $3,70451 $ — $4,641,32

@ The money market funds, government and agency itiesucommercial paper and bank certificates qiosét, and corporate debt

securities are classified as part of either cashcash equivalents or investments in marketableriis in the consolidated balance she

The corporate equity securities are classifiedaaisqf the other long-term assets and other mableetecurities are classified as
investments in marketable securities in the codatdid balance shee

Foreign currency derivative contracts are classifie part of either other current assets or otlieent liabilities in the consolidated
balance sheets. The notional amounts of the fomigrency derivative contracts were $3.4 billiowgluding contracts designated as net
investment hedges of $3 billion, as of December2B12, and $1.8 billion, including contracts desigm as net investment hedges of $1.3
billion, as of December 31, 201

@

®
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The amount of cash and cash equivalents as of Oe#edd, 2012 and 2013 includes $597 million and$®@lion, respectively, in cash
deposits.

The fair values of the Company’s Level 1 finanaasets and liabilities are based on quoted marlestspof the identical underlying security.
The fair values of the Company’s Level 2 finaneis$ets and liabilities are obtained using quotestpifor similar assets or liabilities in active
markets; quoted prices for identical or similaretssn markets that are not active; and inputsrdtien quoted prices, e.g., interest rates and
yield curves. The Company utilizes a pricing sexwiz assist in obtaining fair value pricing for thajority of this investment portfolio. Tt
Company classified its investment in the Alibaba@r Preference Shares within Level 3 because itvataged using significant unobservable
inputs. To estimate the fair value as of Decemlie812, the Company performed benchmarking by @vimg the terms and conditions of
Alibaba Group Preference Shares to dividend ratgsprdination terms, and credit ratings of thossimilar type instruments. The Company
conducts reviews on a quarterly basis to verifgipg, assess liquidity, and to determine if sigmifit inputs have changed that would impact
the fair value hierarchy disclosure.

Convertible Senior Notes

In 2013, the Company issued $1.4375 billion aggeegancipal amount of 0.00% Convertible Senior@sotlue 2018 (the “Notes”). The Notes
are carried at their original issuance value, fieinamortized debt discount, and are not markaddrket each period. The approximate fair
value of the Notes as of December 31, 2013 wasHillidn. The fair value of the Notes was estimatedthe basis of quoted market prices
observable in the market and is considered LeweltBe fair value hierarchy. See Note 11—"Conveetilotes” for additional information
related to the Notes.

Goodwill

The inputs used to measure the estimated fair \algeodwill are classified as a Level 3 fair vameasurement due to the significance of
unobservable inputs using company-specific inforomatThe valuation methodology used to estimatdairevalue of goodwill is discussed in
Note +—"Goodwill".

Activity between Levels of the Fair Value Hierarcl

During the years ended December 31, 2012 and 208¥,ompany did not make any transfers betweenlliguevel 2, or Level 3 assets or
liabilities.

Note 3 CONSOLIDATED F INANCIAL STATEMENT D ETAILS

Prepaid Expenses and Other Current Ass

As of December 31, prepaid expenses and otherrtuassets consisted of the following (in thousands)

2012 2013
Prepaid expenses $ 74,266  $103,10(
Deferred income taxe 249,93t 218,48t
Foreign currency forward contract ass 5,00¢ 214,04
Other receivables n-trade 36,74( 37,40
Other 94,36( 65,37

Total prepaid expenses and other current a $460,31.  $638,40:
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Property and Equipment, Ne

As of December 31, property and equipment, netistetsof the following (in thousands):

2012 2013

Land $ 213,83t $ 213,83
Buildings 639,65¢ 697,87:
Leasehold improvemen 304,44( 279,05:
Computers and equipme®) 2,040,38: 1,512,86!
Capitalized software and lab 595,36t 766,36¢
Furniture and fixture 75,55¢ 61,28(
Assets not yet in us 81,97¢ 80,83(
3,951,22: 3,612,10:

Less: accumulated depreciation and amortiz&2 (2,265,37)) (2,123,58)
Total property and equipment, r $ 1,685,84! $ 1,488,51

@ Includes data center equipment acquired underitatégmse of approximately $37 million and $44lii as of December 31, 2012 and

2013, respectively

@ Includes $20 million and $33 million of accumulatepreciation, and $6 million and $12 million otamulated amortization related to

the capital lease as of December 31, 2012 and 284Bectively

Other Long-Term Assets

As of December 31, other long-term assets constdtdie following (in thousands):

2012 2013
Deferred income taxes $139,18! $ 23,22:
Investments in private-held companie 27,02: 25,07:
Other 122,92! 128,98:

Total other lon-term asset $289,13(  $177,28:
Accrued Expenses and Other Current Liabilitie
As of December 31, accrued expenses and othemtdiabilities consisted of the following (in thaarsds):

2012 2013

Accrued content, connection, traffic acquisitiondather costs $116,95: $119,43:
Deferred income taxe 20C (20
Accrued compensation and related expe 337,72 343,39:
Accrued taxes payab 10,61¢ 107,03:
Accrued professional service expen 67,73¢ 69,86
Accrued sales and marketing related expe 11,98¢ 17,74«
Accrued restructuring cos 58,71¢ 21,76¢
Current liability for uncertain tax contingenci 30,48¢ —
Other 174,05: 228,55¢

Total accrued expenses and other current lials $808,47! $907,78.
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Deferred and Other Lon-Term Tax Liabilities, Net
As of December 31, deferred and other long-termiédoilities, net consisted of the following (indbsands):

2012 2013
Deferred income taxes $ 11,31C  $172,49:
Long-term liability for uncertain tax contingencies 663,96. 675,46!
Total deferred and other lo-term tax liabilities, ne $675,27.  $847,95¢
(*) Includes interest and penalti
Accumulated Other Comprehensive Incor
As of December 31, the components of accumulateer @omprehensive income were as follows (in thodsya
2012 2013
Unrealized gains on available-for-sale securities,of tax $ 9,121 $ 15,10
Unrealized gains on cash flow hedges, net o — 1,41
Foreign currency translation, net of 562,12¢ 301,87¢
Accumulated other comprehensive inca $571,24¢  $318,38¢
Noncontrolling Interests
As of December 31, noncontrolling interests werétsws (in thousands):
2012 2013
Beginning noncontrolling interests $40,28( $45,40:
Net income attributable to noncontrolling intere 5,12 10,28¢
Ending noncontrolling interes $45,40! $55,68¢

Other Income, Net
Other income, net for 2011, 2012, and 2013 weffelisvs (in thousands):

Years Ended December 31

2011 2012 2013
Interest, dividend, and investment income $18,92( $ 41,67 $ 57,54«
Gain related to the sale of Alibaba Group Sh. — 4,603,32: —
Interest expens (9,477) (9,29%) (14,319
Other 17,72¢ 12,14 132
Total other income, n¢ $27,17" $4,647,83! $ 43,357

Interest, dividend, and investment income consikiscome earned from cash in bank accounts, inveists made in marketable securities anc
money market funds, and dividend income on theakidbGroup Preference Shares.

In September 2012, the Company recorded a predatiexaj approximately $4.6 billion related to thées@ Alibaba Group of Alibaba Group
ordinary shares. See Note 8—"“Investments in Eduatigrests” for additional information.

95



Table of Contents

Interest expense is related to the Notes and ¢égétse obligations for buildings and data centers.

Other consists of gains and losses from sales jpaimments of marketable securities and/or investmienprivately-held companies, foreign
exchange gains and losses due to re-measuremenatary assets and liabilities denominated in fomictional currencies, and foreign

exchange gains and losses on balance sheet hedges.

Reclassifications Out of Accumulated Other Compreisé/e Income

Reclassifications out of accumulated other compisive income for the period ended December 31, 22 as follows (in thousands):

Amount
Reclassified fron

Accumulated
Other
Comprehensive
Income

Affected Line Item in the
Statement of Income

Realized losses on availa-for-sale securities, net of t: $ 9,08¢
Foreign currency translation adjustmer‘CTA"):
Korea business closure CTA reclassificat $ (16,209
Alibaba Group Initial Repurchase related CTA resifisation, net of
$68 million in tax (120,979
Total foreign currency translation adjustments,aféax $ (137,180
Total reclassifications for the peri $ 128,099

Yahoo!'s share of earnings in equity
method investments and Other
income, ne

Restructuring charges r

Other income, ne

Reclassifications out of accumulated other compisive income for the period ended December 31, 2342 as follows (in thousands):

Amount
Reclassified fron

Accumulated
Other
Comprehensive
Income

Realized gains on cash flow hedges, net of tax $ (2,080
Realized gains on availal-for-sale securities, net of t: (799
Total reclassifications for the peri $ (2,870

Note 4 ACQUISITIONS

Affected Line Item in the
Statement of Income

Revenue
Other income, ne

The following table summarizes acquisitions (inéhgdbusiness combinations and asset acquisitiammpteted during the three years ended

December 31, 2013 (in millions):

2011

interclick

Other acquisition:
2012

All acquisitions
2013

Tumblr

Other acquisition:
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Transactions completed in 2011

interclick. On December 14, 2011, the Company completed th&isitign of interclick, inc. (“interclick”)through an all cash tender offer for
outstanding shares of common stock of interclick®00 per share. With interclick, the Company &eglinnovative data targeting
capabilities, optimization technologies and newngitem supply, as well as a team experienced innggiudiences across disparate sources of
pooled supply. The purchase price exceeded thedhie of the net tangible and identifiable intdmgiassets acquired and, as a result, the
Company recorded goodwill in connection with tmansaction. Under the terms of the agreement, émepany acquired all of the equity
interests (including all outstanding options) iteiclick. interclick stockholders and vested optimiders were paid in cash, and outstanding
interclick unvested options and restricted stockrals were assumed. Assumed options are exercigaldbares of Yahoo common stock.

The total purchase price of $259 million consistédash consideration. In connection with the asitjon, the Company issued stock-based
awards valued at $9 million which is being recogdias stock-based compensation expense as thesavestdver a period of up to 4 years.

The allocation of the purchase price of the assegsired and liabilities assumed based on thaividues was as follows (in thousands):

Cash acquire $ 4,36¢
Other tangible assets acquil 71,71
Amortizable intangible assel
Customer contracts and related relations 42,70(
Developed technology and pate 35,60(
Trade name, trademark, and domain ni 60C
Goodwill 171,64:
Total assets acquire 326,62:
Liabilities assumei (68,120
Total $258,50:

The amortizable intangible assets have useful int®exceeding six years and a weighted averadaluie of five years. No amounts have
been allocated to in-process research and develdpnd $172 million has been allocated to goodwithodwill represents the excess of the
purchase price over the fair value of the net talegand identifiable intangible assets acquirediammbt deductible for tax purposes. The
goodwill recorded in connection with this acqusitiis included in the Americas segment.

Other Acquisitions—Business Combinatiddsring the year ended December 31, 2011, the Coynaeguired three other companies, which
were accounted for as business combinations. Thegorchase price for these acquisitions was $iflfom The total cash consideration of ¢
million less cash acquired of $3 million resultadiinet cash outlay of $69 million. Of the totatghase price, $49 million was allocated to
goodwill, $26 million to amortizable intangible ass, $3 million to cash acquired, and $6 milliomé&s assumed liabilities. Goodwill represe
the excess of the purchase price over the fairevafuhe net tangible and intangible assets acdjaingl is not deductible for tax purposes.

Transactions completed in 2012

All Acquisition—Business CombinatiorBuring the year ended December 31, 2012, the Coynaeauired two companies, which were
accounted for as business combinations. The tatahpse price for these acquisitions was $7 millidre total cash consideration of $7 mill
less cash acquired of $1 million resulted in acash outlay of $6 million. Of the total purchase@r $5 million was allocated to goodwill, $1
million to tangible assets and $1 million to cashjired. Goodwill represents the excess of thetlasge price over the fair value of the net
tangible and intangible assets acquired and isledtictible for tax purposes.

97



Table of Contents

Transactions completed in 2013

Tumblr.On June 19, 2013, the Company completed the atiquisif Tumblr, Inc. (“Tumblr”), a blog-hosting Welte that allows users to post
their own content as well as follow or re-blog [gostade by other users. The acquisition of Tumldufht a community of new users to the
Yahoo Network.

The purchase price exceeded the fair value of ¢héamgible and identifiable intangible assets @eguand, as a result, the Company recordec
goodwill in connection with this transaction. Undlee terms of the agreement, the Company acquired the equity interests (including all
outstanding vested options) in Tumblr. Tumblr stawlklers and vested optionholders were paid in aasgistanding Tumblr unvested options
and restricted stock units were assumed and caw/erto equivalent awards covering Yahoo commooksémd a portion of the Tumblr shares
held by its founder were exchanged for Yahoo comsiook.

The total purchase price of approximately $990iarilconsisted mainly of cash consideration. Thecalfion of the purchase price of the asset
acquired and liabilities assumed based on thaividues was as follows (in thousands):

Cash and marketable securities acqu $ 16,58
Other tangible assets acquil 73,78(
Amortizable intangible assel
Developed technolog 23,70(
Customer contracts and related relations 182,40(
Trade nam 56,50(
Goodwill 751,76!
Total assets acquire 1,104,73.
Liabilities assumei 114,52)
Total $ 990,21:

In connection with the acquisition, the Compangeisognizing stock-based compensation expense offfilion over a period of up to 4 years.
This amount is comprised of assumed unvested stpidns and restricted stock units (which had agreggte fair value of $29 million at the
acquisition date), and Yahoo common stock issuddutablr's founder (which had a fair value of $41llion at the acquisition date). The
Yahoo common stock issued to Tumblr’s founder lgext to holdback and will be released over 4 ypansided he remains an employee of
the Company. In addition, the transaction resuliezhsh consideration of $40 million to be paidtonblr's founder over 4 years, also
provided that he remains an employee of the Compangh cash payments are being recognized as ceaifEnexpense over the 4-year
service period.

The amortizable intangible assets have useful Iingexceeding 6 years and a weighted averageluigefof 6 years. No amounts have been
allocated to in-process research and developmen$as2 million has been allocated to goodwill. Geidrepresents the excess of the
purchase price over the fair value of the net talegand identifiable intangible assets acquirediambt deductible for tax purposes. This
acquisition brings a community of users to the Yahetwork by deploying Yahoo's personalization tealogy and search infrastructure to
deliver relevant content to the Tumblr user base.

Other Acquisitions—Business Combinatidbsring the year ended December 31, 2013, the Coynaeguired 25 other companies, which w
accounted for as business combinations. The tgtakgate purchase price for these other acquisiti@as $279 million. The total cash
consideration of $279 million less cash acquire@2mmillion resulted in a net cash outlay of $27iom. The allocation of the purchase price
of the assets and liabilities assumed based ondhtmated fair values was $76 million to amottizantangible assets, $19 million to in-
process research and development, $2 million tb aaquired, $33 million to other tangible asse8g, fillion to assumed liabilities, and the
remainder of $186 million to goodwill. Goodwill regsents the excess of the purchase price oveaitheafue of the net tangible and intangible
assets acquired and is not deductible for tax mapo
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The Company’s business combinations completed duhie years ended December 31, 2011, 2012, anddl01®t have a material impact on
the Company’s consolidated financial statementd,tharefore pro forma disclosures have not beesepted.

Note 5 GoobwiLL
The changes in the carrying amount of goodwilltfa years ended December 31, 2012 and 2013 wéodags (in thousands):

Americas @) EMEA @ Asia Pacific ® Total

Net balance as of January 1, 2( $2,866,36! $581,52: $ 452,86: $3,900,75:
Acquisitions 5,61¢ — — 5,61¢
Korea goodwill writ-off — — (85,647) (85,642)
Foreign currency translation adjustme (1,950 12,09( (4,119 6,02:

Net balance as of December 31, 2! $2,870,03 $593,61: $ 363,10! $3,826,74
Acquisitions 934,13! 1,567 1,921 937,62:
Goodwill impairment charg — (63,55%) — (63,55%)
Foreign currency translation adjustme (1,837 15,23: (34,569 (21,169

Net balance as of December 31, 2! $3,802,33. $546,85¢ $ 330,45¢ $4,679,64

@ Gross goodwill balances for the Americas segmeme82.9 billion as of January 1, 2012 and $3.8drilks of December 31, 201

@ Gross goodwill balances for the EMEA segment wdrd $illion as of both January 1, 2012 and DecerBtie2013. The EMEA segment
includes accumulated impairment losses of $488aniths of January 1, 2012, and $551 million as e¢énber 31, 201:

Gross goodwill balances for the Asia Pacific (“APAGegment were $517 million as of January 1, 284@ $480 million as of
December 31, 2013. The APAC segment includes aclateslimpairment losses of $64 million as of Japdar2012 and $150 million as
of December 31, 201

®

As a result of the annual goodwill impairment téis& Company concluded that the carrying valudefiliddle East reporting unit, included in
the EMEA reportable segment, exceeded its fairezals required by the second step of the impairrtesit the Company performed an
allocation of the fair value to all the assets kabilities of the reporting unit, including idefitible intangible assets, based on their estimated
fair values, to determine the implied fair valuggobdwill. Accordingly, the Company recorded a gedldmpairment charge of approximately
$64 million during the quarter ended December 81.3or the difference between the carrying valihe goodwill in the reporting unit and
its implied fair value with goodwill remaining o8 million. The impairment resulted from reductionghe Company’s actual and projected
operating results and estimated future cash fitlnasresulted from a decline in business conditinrthe Middle East during the latter half of
2013.

The estimated fair values of the Company’s othporiing units exceeded their estimated carryingesland therefore goodwill in those
reporting units was not impaired.

Note 6 INTANGIBLE A SSETS, NET
The following table summarizes the Company’s cagyamount of intangible assets, net (in thousands):

December 31, 201,

Gross Carrying
Accumulated

Amount Amortization(*) Net
Customer, affiliate, and advertiser related retaiops $ 162,38 $ (99,99 $ 62,390
Developed technology and pate 270,48t (198,85) 71,63¢
Trade names, trademarks, and domain ne 50,38: (30,436 19,94¢
Total intangible assets, r $ 483,25t $ (329,28) $153,97:
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December 31, 201
Accumulated

Gross Carrying

Amortization
Amount *) Net
Customer, affiliate, and advertiser related retatfops $ 293,61. $ (87,799 $205,81¢
Developed technology and pate 261,43! (120,939 140,49¢
Trade names, trademarks, and domain ne 107,38: (35,890 71,49;
Total intangible assets, r $ 662,42 $ (244,62 $417,80¢

(*) Cumulative foreign currency translation adjustms, reflecting movement in the currencies ofuhéerlying entities, increased total
intangible assets by approximately $19 million bath December 31, 2012 and 20

The intangible assets have estimated useful ligdelmws:

» Customer, affiliate, and advertiser related retafop—two to eight years
» Developed technology and pate—one year to eight years; a

» Trade names, trademarks, and domain h—one year to an indefinite lifi

The Company recognized amortization expense ofgiltde assets of approximately $118 million, $108iom, and $97 million for 2011,

2012, and 2013, respectively, including $84 milli&@0 million, and $52 million, respectively, indied in cost of revenue-other. Based on the
current amount of intangibles subject to amortaatihe estimated amortization expense for eatheo$ucceeding years is as follows: 2014:
$107 million; 2015: $85 million; 2016: $60 millio2017: $55 million; 2018: $43 million; and cumuletly thereafter: $51 million.

Note 7 Basic ANDD ILUTED N ET | NCOME A TTRIBUTABLE T 0Y AHOO ! | NC. C OMMON S TOCKHOLDERS P ER SHARE

Basic and diluted net income attributable to Yabommon stockholders per share is computed usingéighted average number of common
shares outstanding during the period, excludingnuetme attributable to participating securitiessricted stock awards granted under the
Company’s 1995 Stock Plan and restricted stoclsigrdinted under the Company’s 1996 Directors’ SRlek (the “Directors’ Plan”)Diluted
net income per share is computed using the weightechge number of common shares and, if dilupeggntial common shares outstanding
during the period. Potential common shares araulzkd using the treasury stock method and coobistvested restricted stock and shares
underlying unvested restricted stock units, thegnental common shares issuable upon the exercgdeak options, and shares to be
purchased under the Company’s 1996 Employee StoathBse Plan (the “Employee Stock Purchase Plah§.Company calculates potential
tax windfalls and shortfalls by including the impat pro forma deferred tax assets.

The Company takes into account the effect on cateteld net income per share of dilutive securitiesntities in which the Company holds
equity interests that are accounted for using thétg method.

For 2011, 2012, and 2013, potentially dilutive séis representing approximately 56 million, 39lion, and 10 million shares of common
stock, respectively, were excluded from the conpurteof diluted earnings per share for these pearipetause their effect would have been
anti-dilutive.

The Company has the option to pay cash, issuesbammmon stock or any combination thereof fer alygregate amount due upon
conversion of the Notes. The Company’s intent isetble the principal amount of the Notes in cgsbrnuconversion. As a result, upon
conversion of the Notes, only the amounts payabxcess of the principal amounts of the Notesansidered in diluted earnings per share
under the treasury stock method.
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The following table sets forth the computation abiz and diluted net income per share (in thousama®pt per share amounts):

Years Ended December 31

2011 2012 2013
Basic:
Numerator:
Net income attributable to Yahoo! Ir $1,048,82° $3,945,47¢  $1,366,28
Less: Net income allocated to participating sems (15) (56) (28)
Net income attributable to Yahoo! Inc. common stumller—basic $1,048,81. $3,945,42. $1,366,25:
Denominator
Weighted average common sha 1,274,24 1,192,77! 1,052,70!
Net income attributable to Yahoo! Inc. common stmillers per sha—basic $ 0.8z $ 331 $ 1.3C
Diluted:
Numerator:
Net income attributable to Yahoo! Ir $1,048,82° $3,945,47¢  $1,366,28
Less: Net income allocated to participating sems (14 (55) (28)
Less: Effect of dilutive securities issued by eyirnivestee: (2,69¢) (4,920 (16,656
Net income attributable to Yahoo! Inc. common stamler—diluted $1,046,11'  $3,940,50.  $1,349,59
Denominator
Denominator for basic calculatic 1,274,24 1,192,77! 1,052,70!
Weighted average effect of Yahoo! Inc. dilutive s#ges:
Restricted stock and restricted stock u 5,347 8,40: 14,097
Stock options and employee stock purchase 2,69¢ 1,72¢ 4,00¢
Denominator for diluted calculatic 1,282,28. 1,202,901 1,070,81.
Net income attributable to Yahoo! Inc. common stailllers per sha—diluted $ 08z $ 328 % 1.2¢
Note 8 INVESTMENTS | N E QuUITY | NTERESTS
As of December 31, investments in equity interestssisted of the following (dollars in thousands):
2012 2013
Percent Percent
__ 2012 Ownership __ 2013 Ownership
Alibaba Group $ 276,38¢ 24% $1,018,121 24%
Yahoo Japal 2,555,71 35% 2,399,591 35%
Other 8,051 24% 8,631 19%
Total $2,840,15 $3,426,34

Equity Investment in Alibaba GrouOn October 23, 2005, the Company acquired apprdeisnd6 percent of the outstanding common sto«
the Alibaba Group, which represented approximat@lpercent on a fully diluted basis, in exchange$O billion in cash, the contribution of
the Company’s China-based businesses (“Yahoo Chiaatl direct transaction costs of $8 million. Amartinvestor in Alibaba Group is
Softbank Corp., a Japanese corporation (“Softbamdihaba Group is a privately-held company.
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The Companys initial purchase price was based on acquiring petcent equity interest in Alibaba Group on #/fdlluted basis; however, tl
Company acquired a 46 percent interest based ataoding shares. In allocating the initial excedshe carrying value of the investment in
Alibaba Group over its proportionate share of theassets of Alibaba Group, the Company allocateorton of the excess to goodwill to
account for the estimated reductions in the cagryalue of the investment in Alibaba that may ocasithe Compang’equity interest is dilute
to 40 percent based on specific events anticipatéiue time. As of both December 31, 2012 and 208Company’s ownership interest in
Alibaba Group was approximately 24 percent as altre$the Initial Repurchase described below.

The investment in Alibaba Group is being accourfitedising the equity method, and the total investimecluding net tangible assets,
identifiable intangible assets and goodwill, isssified as part of investments in equity interestshe Company’s consolidated balance sheets

The Company’s accounting policy is to record itarghof the results of Alibaba Group one quarteariears, within earnings in equity interests
in the consolidated statements of income. As ofdbdrer 31, 2013, the excess of carrying value oOvapanys investment in Alibaba Groi
and the Company’s proportionate share of the resta®f Alibaba Group is largely attributable t@dwill.

The Company entered into a patent sale agreemémawvholly-owned affiliate of Alibaba Group duritige fourth quarter of 2013 pursuant to
which the Company sold certain patents for aggeegansideration of $70 million. The gain on sal¢hefse patents is recorded as a part of
gains on sales of patents in the consolidatedmtates of income.

Framework Agreement with Alibaba Group regardingpay. Alibaba Group restructured the ownership of Aligayn Co., Ltd. (“Alipay”)

and deconsolidated Alipay in the first quarter ®12. The impact of the deconsolidation of Alipayswebt material to the Company’s financial
statements. On July 29, 2011, the Company entatedhiFramework Agreement (the “Framework Agreef)erith Alibaba Group, Softbank,
Alipay, APN Ltd., a company organized under thedafthe Cayman Islands (“IPCo”), Zhejiang Alibdb&Commerce Co., Ltd., a limited
liability company organized under the laws of tleple’s Republic of China (“HoldCo”), Jack Ma Yulaseph C. Tsai and certain security
holders of Alipay or HoldCo as joinder parties. THramework Agreement establishes the ongoing fiahaad other arrangements between
Alibaba Group and Alipay. The transactions underfhramework Agreement closed on December 14, 2011.

Pursuant to the terms of the Framework Agreemethtrealated documents: (1) Alibaba Group will recedeetain payments (“Liquidity Event
Payment”) upon a liquidity event related to Alipaych as an initial public offering or sale of Alip (2) Alibaba Group received a non-interes
bearing promissory note in the principal amour$®®0 million with a seven year maturity, subjecetolier prepayment or acceleration (the
“IPCo Promissory Note"); (3) upon payment in fulltbe Liquidity Event Payment certain assets usetthié Alipay business that were retained
by Alibaba Group will be transferred to Alipay; (Alibaba Group and Alipay entered into a long-texgneement pursuant to which Alibaba
Group will receive payment processing servicesrahgpential terms from Alipay and its subsidiariasd (5) Alibaba Group licensed to Alipay
certain intellectual property and technology andqyens certain software technology services fopAli and in return Alipay pays to Alibaba
Group a royalty and software technology services fe

The royalty and software technology services fabtha payment processing services fees discusss@ approximate the estimated fair
values of such services and are recognized in Béiaroup’s financial statements as income or expassapplicable, as the services are
rendered. The Company will record its share, if,afythe results of these transactions as theyem@rded by Alibaba Group within Yahoo's
earnings in equity interests in the consolidatatestents of income. Alibaba Group will recognize thquidity Event Payment, the paymen
the IPCo Promissory Note, and any impact from taedfer of assets, described above, if and whem gagments or transfers occur. The
Company will record its share, if any, of the réswof these transactions as they are recorded ibgfd Group within the Company’s earnings
in equity interests in the consolidated statemehiscome.
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Initial Repurchase by Alibaba GrouOn September 18, 2012 (the “Repurchase Closing’D&tk#baba Group repurchased 523 million of the
1,047 million ordinary shares of Alibaba Group (t&hares”) owned by the Company (the “Initial Reghase”). The Initial Repurchase was
made pursuant to the terms of the Share RepuretmasBreference Share Sale Agreement entered intalgo! Inc., Alibaba Group and
Yahoo! Hong Kong Holdings Limited, a Hong Kong corgation and wholly-owned subsidiary of Yahoo! I{i{tYHK"), on May 20, 2012 (as
amended on September 11, 2012, the “Repurchasegrd”). Yahoo received $13.54 per Share, or apmrately $7.1 billion in total
consideration, for the 523 million Shares sold tib@ba Group. Approximately $6.3 billion of the citleration was received in cash and $800
million was received in Alibaba Group Preferencai®s, which Alibaba redeemed for cash on May 1632The Initial Repurchase resultec

a pre-tax gain of approximately $4.6 billion durithg year ended December 31, 2012.

The Alibaba Group Preference Shares yielded semiadrdividends at a rate per annum of up to 10grgravith at least 3 percent payable in
cash and the remainder accruing and increasinligiiidation preference. The Alibaba Group PrefeeeSbares were callable by Alibaba
Group at the redemption value (including accruetiteénds). On May 16, 2013, the Company received$8dlion in cash from Alibaba
Group to redeem the Alibaba Group Preference Shahescash received represented the redemptioe vahich included the stated value of
$800 million plus accrued dividends of $46 million.

The Repurchase Agreement provided that at the Aililbaba Group completes an initial public offeringgeting certain specified criteria (a
“Qualified IPO"), Yahoo and YHK would sell, at Aldlba Group’s election (either directly to AlibabaoGp or in the Qualified IPO), up to
261.5 million of their remaining Shares. This amiowas subsequently reduced to 208.0 million byraerament to the Repurchase Agreer
dated as of October 14, 2013. If Shares are saki tseAlibaba Group in the Qualified IPO, the puash price per Share will be equal to the
share price in the Qualified IPO less specified faed underwriter discounts.

On the Repurchase Closing Date, the Company arhiddi Group entered into an amendment of theiriegiSiechnology and Intellectual
Property License Agreement (the “TIPLA") pursuamtathich Alibaba Group made an initial payment te @ompany of $550 million in
satisfaction of certain future royalty payments emihe existing TIPLA. The Company will recognibéstrevenue over the remaining four-yeal
term. For the years ended December 31, 2012 arg} #04 Company recognized approximately $39 milaod $137 million in revenue rela

to the TIPLA. Alibaba Group will continue makingyalty payments until the earlier of the fourth aremsary of the effective date of the
amendment and a Qualified IPO. Pursuant to thesteifithe TIPLA, the Company also recognized revesfuapproximately $44 million, $86
million, and $122 million for the years ended Debtem31, 2011, 2012, and 2013, respectively.

The following table presents Alibaba Group’s U.\AP financial information, as derived from the Adiba Group financial statements (in
thousands):

Twelve Months Ended September 3(

2011 2012 2013
Operating date
Revenue $2,344,97. $4,082,83! $6,734,97
Gross profit $1,557,39: $2,764,31. $4,909,32
Income from operation $ 325,33 $ 687,63. $3,103,66.
Net income $ 339,55: $ 536,05( $2,847,13!
Net income attributable to Alibaba Gro $ 268,00« $ 484,51: $2,809,42!
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September 3C September 3C
2012 2013
Balance sheet dat

Current assel $4,062,82. $7,994,73
Long-term asset $3,204,14. $5,959,83!
Current liabilities $2,624,65 $4,838,51!
Long-term liabilities $4,705,34 $5,319,11.
Convertible preferred shar $1,317,52 $1,688,88!
Noncontrolling interest $ 65,90 $ 92,12]

Since acquiring its interest in Alibaba Group, @@mpany has recorded, in retained earnings, cuimelaarnings in equity interests, net of tax
of $661 million and $1,078 million as of Decembér 3012 and 2013, respectively.

Equity Investment in Yahoo JapiDuring April 1996, the Company signed a joint veatagreement with Softbank, which was amended in
September 1997, whereby Yahoo Japan Corporatioah@¥ Japan”) was formed. Yahoo Japan was formestatlish and manage a local
version of Yahoo in Japan.

The investment in Yahoo Japan is being accountedsing the equity method and the total investmiatuding net tangible assets,
identifiable intangible assets, and goodwill, iasslified as part of the investments in equity egts balance on the Company’s consolidated
balance sheets. The Company records its share oésults of Yahoo Japan and any related amodizatpense, one quarter in arrears, withil
earnings in equity interests in the consolidatatestents of income.

The Company makes adjustments to its earningsuityeiqterests line in the consolidated statemefiscome for any differences between
U.S. GAAP and accounting principles generally ategjin Japan (“Japanese GAAP"), the standard bghlwkahoo Japan’s financial
statements are prepared.

During the year ended December 31, 2011, the Coynganorded $33 million in U.S. GAAP adjustments/hoo Japan’s net income to
reflect the Company’s 35 percent share of non-t@sdes related to impairments of assets held by dapan. The $33 million recorded
during the year ended December 31, 2011 primardjudes $7 million related to the Company’s shdra won-cash loss in connection with an
impairment of assets held by Yahoo Japan in thergkquarter of 2011, and a $26 million U.S. GAARuatinent to Yahoo Japan’s net income
in the first quarter of 2011 to reflect the Comparshare of an other-than-temporary impairment odst-method investment of Yahoo Japan
that resulted primarily from reductions in the geipd operating results of the Yahoo Japan investee

The fair value of the Company’s ownership in thenomon stock of Yahoo Japan, based on the quotel ptae, was approximately $11
billion as of December 31, 2013.

During the years ended December 31, 2011, 2012@h8, the Company received cash dividends from ¥alapan in the amounts of $75
million, $84 million, and $77 million, net of takgspectively, which were recorded as reductiorieénCompany’s investment in Yahoo Japan.

The following tables present summarized finanai&imation derived from Yahoo Japan’s consoliddieancial statements, which are
prepared on the basis of Japanese GAAP. The Contzensade adjustments to the Yahoo Japan finantaaiation to address differences
between Japanese GAAP and U.S. GAAP that
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materially impact the summarized financial inforiroatbelow. Due to these adjustments, the YahoorJapmmarized financial information
presented below is not materially different thaohsinformation presented on the basis of U.S. GAAP.

Twelve Months Ended September 3(

2011 2012 2013
Operating date
Revenue $3,988,37 $4,242,62. $4,296,52;
Gross profit $3,311,35 $3,594,63. $3,577,00.
Income from operation $1,963,92. $2,189,32. $2,150,64.
Net income $1,114,63 $1,313,49. $1,365,44.
Net income attributable to Yahoo Jay $1,108,39 $1,308,53 $1,355,45
September 30
2012 2013
Balance sheet dat
Current assel $5,752,82 $6,318,15!
Long-term asset $1,837,82! $1,728,91.
Current liabilities $1,167,77. $1,992,50:
Long-term liabilities $ 49,46 $ 56,76:
Noncontrolling interest $ 31,03 $ 74,75¢

Since acquiring its equity interest in Yahoo Japhe,Company has recorded cumulative earningsuityeimterests, net of dividends received
and related taxes on dividends, of $2.3 billion 88 billion as of December 31, 2012 and 201%aetvely.

Under technology and trademark license and oth@noercial arrangements with Yahoo Japan, the Companords revenue from Yahoo
Japan based on a percentage of advertising rewamaed by Yahoo Japan. The Company recorded re¥enmuelahoo Japan of
approximately $287 million, $281 million, and $28#llion, respectively, for the years ended Decen8#er2011, 2012, and 2013. As of
December 31, 2012 and 2013, the Company had reivadde balances from Yahoo Japan of approxim&48/million and $42 million,
respectively.

Note 9 DERIVATIVE F INANCIAL | NSTRUMENTS

The Company uses derivative financial instrumegmtisparily forward contracts, to mitigate risk assted with adverse movements in foreign
currency exchange rates.

The Company generally enters into master nettirepgements, which are designed to reduce crekibyigoermitting net settlement of
transactions with the same counterparty. The Compegsents its derivative assets and liabilitietheir gross fair values on the consolidated
balance sheets. The Company is not required t@pleahd is not entitled to receive, cash collaterialted to these derivative transactions.

Net Investment HedgeThe Company hedges, on an after-tax basis, a pasfids net investment in Yahoo Japan with forwapdtracts to
reduce the risk that its carrying value of its istveent in Yahoo Japan will be adversely affectefobgign currency exchange rate fluctuations
At inception, the forward contracts had maturiti@sging from 9 to 15 months. The Company applielgyeeaccounting on its forward contracts
for the net investment hedge of Yahoo Japan. Tta balance of the after-tax net investment hedgs lss than the Yahoo Japan investment
balance as of both December 31, 2012 and 2013ués the net investment hedge was considered éffeetive, and, as a result, the changes
in the fair value were recorded within accumulatéter comprehensive income on the Company’s cateteld balance sheets. The Company
recognizes net investment derivative instrumentsitagr an asset or a liability on the Company’'ssatidated balance sheets at fair value.
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The notional amounts of the foreign currency foveontracts were $3 billion as of December 31, 201@ $1.3 billion as of December 31,
2013, respectively. The fair value of the foreigmrency forward contract assets were $3 million $2d9 million as of December 31, 2012 :
2013, respectively, and were included in prepajuieeses and other current assets on the Compamgslatated balance sheets. Pre-tax gain:
of $3 million and $510 million were recorded aDafcember 31, 2012 and December 31, 2013, resplgctarel were included in accumulated
other comprehensive income on the Company’s catesteldl balance sheets. The Company did not enteamt net investment hedges in the
year ended December 31, 2011. The Company rec8B@ million in cash for settlement of certain igrecurrency forward contracts duri
year ended December 31, 20

Cash Flow Hedged.he Company entered into foreign currency forwandtiacts designated as cash flow hedges of vamiatyrities through
July 31, 2014. For derivatives designated as dashledges, the effective portion of the unrealigaths or losses on these forward contrac
recorded in accumulated other comprehensive inammtbe Company’s consolidated balance sheets afabsified into revenue on the
consolidated statements of income when the unaerlyedged revenue is recognized. If the cash fledghs were to become ineffective, the
ineffective portion would be immediately recordadther income, net on the Company’s consolidat&igsments of income. The cash flow
hedges were considered to be effective as of DeeeBih 2013. The total notional amount of the fgmeturrency forward contracts was $56
million as of December 31, 2013. The fair valu¢haf foreign currency forward contract assets wasébn as of December 31, 2013 which
was included in prepaid expenses and other cuassgts on the Company’s consolidated balance siepte-tax net gain of $2 million was
recorded as of December 31, 2013, which was indudeccumulated other comprehensive income oiCtirapany’s consolidated balance
sheets. For year ended December 31, 2013, the Gymeeorded gains of $2 million, net of tax, foshdlow hedges, which were recorded in
revenue in the consolidated statements of incorhe.dompany received $2 million in cash for settletveé certain foreign currency forward
contracts during the year ended December 31, ZlIHSCompany did not enter into any cash flow hedigéise years ended December 31,
2011 and 2012.

Balance Sheet HedgeThe Company hedges certain of its net recognizesigo currency assets and liabilities with foreegthange forward
contracts to reduce the risk that its earningscasth flows will be adversely affected by change®iieign currency exchange rates. These
derivative instruments hedge assets and liabililresuding intercompany transactions, which areatginated in foreign currencies. The
Company recognizes balance sheet derivative ingintsras either an asset or a liability on the Campsaconsolidated balance sheets at fair
value. Changes in the fair value of these derieatiare recorded in other income, net on the Companysolidated statements of income. The
notional amounts of these foreign currency forwardtracts were $356 million and $393 million adecember 31, 2012 and 2013,
respectively. As of December 31, 2012 and 2013fdhmezalue of the foreign currency forward contrbabilities were $5 million, and less than
$1 million, respectively, and were included in ama expenses and other current liabilities on thw@any’s consolidated balance sheets. A
loss of $3 million, a gain of $4 million, and a $osf $12 million were recorded for the years enbedember 31, 2011, 2012, and 2013,
respectively, and were included in other incomé omethe Company’s consolidated statements of ircdrhe Company received $7 million
and paid a net $17 million in cash for settlemdrntestain foreign currency forward contracts durthg years ended December 31, 2012 and
2013, respectively.

Forecasted Revenue HedgOn October 2, 2013, the Company began hedgingtipaf the forecasted revenue of certain inteoreti
subsidiaries whose functional currencies are notits dollar. This program attempts to reduce iglethat its revenue denominated in these
currencies will be adversely affected by foreignrency exchange rate fluctuations. These derivatare economic hedges and as such do no
qualify for hedge accounting. The Company recognthese derivative instruments as either asséishdlities on the Company’s consolidated
balance sheets at fair value. Changes in the &irevof these derivatives are recorded as a compofieevenue in the Comparsytonsolidate
statements of income. The Company did not havedanyative contracts related to the forecastedmagénedge outstanding as of

December 31, 2013. The Company did not enter ingof@recasted revenue hedges in the years endeshibec 31, 2011 and 2012.
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Foreign currency forward contracts activity for hear ended December 31, 2013 was as follows (iions):

Gain (loss) Gain
Gain (loss) recorded in (loss)
recorded in other recorded
Beginning other income comprehensivi Ending fair
in
fair value Settlemen net income revenue value
Derivatives designated as hedging
instruments
Net investment hedge $ 3 $ (309 $ — $ 51C(W $ — $ 20¢
Cash flow hedges
— 2 ] 2() 30) Y]
Derivatives not designated as hedging
instruments
Balance sheet hedg ) 1 (12 — — —

Forecasted revenue hed — — — — — _

This amount does not reflect the tax impact of $t8iBon recorded during the twelve months endeddeber 31, 2013. The $317 milli
after tax impact of the gain recorded under otleenrehensive income was included in accumulateer atbmprehensive income on the
Compan’s consolidated balance shes

This amount does not reflect the tax impact of thas $1 million recorded during the twelve morghsled December 31, 2013. The less
than $1 million tax impact of the gain was includedccumulated other comprehensive income on tregany’s consolidated balance
sheets

This amount does not reflect the tax impact of $ilian recorded during the twelve months ended Deloer 31, 2013. The $2 million afi
tax impact was included the consolidated statemafritecome.

(€3]

@

®

Note 10 CREDIT A GREEMENT

On October 19, 2012, the Company entered intoditaigreement (the “Credit Agreement”) with CitilkamN.A., as Administrative Agent, and
the other lenders party thereto from time to ti@a.October 10, 2013, the Company entered into Ammemd No. 1 to the Credit Agreement.
Amendment No. 1 extended the termination date ®fGtedit Agreement from October 18, 2013 to Oct@&014. The Credit Agreement, as
amended, continues to provide for a $750 milliosagured revolving credit facility, subject to inese of up to $250 million in accordance
with its terms.

Borrowings under the Credit Agreement, as ameng#ldgontinue to bear interest at a rate equahtdhe option of the Company, either (a) a
customary London interbank offered rate (a “EurtaidRate”), or (b) a customary base rate (a “Baa®R, in each case plus an applicable
margin. The applicable margins for borrowings uritierCredit Agreement, as amended, will be based tige leverage ratio of the Company
and range from 1.00 percent to 1.25 percent wipeaet to Eurodollar Rate borrowings and 0 peraeft25 percent with respect to Base Rate
borrowings.

As of December 31, 2013, the Company was in compdéiavith the financial covenants in the Credit Agnent and no amounts were
outstanding.

Note 11 CoNVERTIBLE N OTES
0.00% Convertible Senior Notes

In 2013, the Company issued the Notes. The Notes s@d under a purchase agreement, dated Novexih2013, with J.P. Morgan
Securities LLC and Goldman, Sachs & Co., as reptatiges of the several initial purchasers namedein (collectively, the “Initial
Purchasers”). The Notes were sold to the InitiatRasers for resale to qualified institutional mgyeursuant to Rule 144A under the Securitie
Act of 1933, as amended.
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In connection with the issuance of the Notes, thenfany entered into an indenture (the “Indentunéth respect to the Notes with The Bank
of New York Mellon Trust Company, N.A., as trustelnder the Indenture, the Notes are senior unséabkgations of Yahoo! Inc., the Not
will not bear regular interest, and the principalcaint of the Notes will not accrete. The Notes wiiture on December 1, 2018, unless
previously purchased or converted in accordance thiir terms prior to such date. The Company nayedeem Notes prior to maturity.
However, holders of the Notes may convert therregtai times and upon the occurrence of certaintsvia the future, as outlined in the
Indenture. Holders of the Notes who convert in @mtion with a “make-whole fundamental change,” efingéd in the Indenture, may require
Yahoo to purchase for cash all or any portion efrthlotes at a purchase price equal to 100 pewnfehe principal amount, plus accrued and
unpaid special interest as defined in the Indenifiemy. The Notes will be convertible into shacésrahoo’s common stock at an initial
conversion rate of 18.7161 shares per $1,000 paheimount of Notes (which is equivalent to ani@hitonversion price of approximately
$53.43 per share), subject to adjustment upondhercence of certain events. Certain corporate tevdgscribed in the Indenture may increase
the conversion rate for holders who elect to corteir Notes in connection with such corporatengwiould they occur. Upon conversion of
the Notes, holders will receive cash, shares ofoéahcommon stock or a combination thereof, at Yahelection. The Company’s intent is to
settle the principal amount of the Notes in castnugonversion. If the conversion value exceedptheipal amount, the Company would
deliver shares of its common stock in respect ¢éaréimainder of its conversion obligation in excafsthe aggregate principal amount
(conversion spread). The conversion spread woulddbeded in the denominator for the computatiowlittited net income per common share,
using the treasury stock method. As of DecembePB13, none of the conditions allowing holdersha& Notes to convert had been met.

In accounting for the issuance of the Notes, themm@any separated the Notes into liability and eqoitjwponents. The carrying amount of the
liability component was calculated by measuringebhémated fair value of a similar liability thadek not have an associated convertible
feature. The carrying amount of the equity componepresenting the conversion option was determioyededucting the fair value of the
liability component from the face value of the No#s a whole. The excess of the principal amoutiteofiability component over its carrying
amount (“debt discount’ls amortized to interest expense over the terrh@Notes using the effective interest method witleffiective interes
rate of 5.26 percent per annum. The equity compdearot remeasured as long as it continues to theatonditions for equity classification.

In accounting for the transaction costs relatetthéoNote issuance, the Company allocated the aotalunt incurred to the liability and equity
components based on their relative values. Issuzmgts attributable to the $1.1 billion liabilitpmponent are being amortized to expense ov:
the term of the Notes, and issuance costs attblrita the $306 million equity component were igd with the equity component in
stockholdersequity. Additionally, the Company recorded a deddrtax liability of $37 million on a portion of theguity component transacti
costs which are deductible for tax purposes.

The Notes consist of the following (in thousands):
Year Ended

December 31, 201
Liability component:

Principal $ 1,437,501
Less: note discout (326,91
Net carrying amour $ 1,110,58
Equity component(* $ 305,56

(*) Recorded in the consolidated balance sheet wittdiitianal pai«-in capital.
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The following table sets forth total interest expemecognized related to the Notes (in thousands):

Year Ended
December 31, 201

Accretion of convertible note discount $ 4,84¢

As of December 31, the fair value of the Notes,olvhwas determined based on inputs that are obderivathe market (Level 2) and carrying
value of debt instruments (carrying value excluthesequity component of the Company’s Notes cleskifi equity) was as follows:

2013
Fair Value Carrying Value

Convertible senior notes $1,111,47: $ 1,110,58!

Note Hedge Transactions and Warrant Transactic

The Company entered into note hedge transacticthsosrtain option counterparties (the “Option Ceupéarties”) to reduce the potential
dilution with respect to Yahoo's common stock uponversion of the Notes or offset any cash payrtten€Company is required to make in
excess of the principal amount of converted Nd¥es.the year ended December 31, 2013, the Compaidy$206 million for the note hedge
transactions. Separately, the Company also entet@grivately negotiated warrant transactions wtfith Option Counterparties giving them
right to purchase common stock from the Company. Warrant transactions will have a dilutive effetth respect to Yahoo's common stock
to the extent that the market price per sharesafdtmmon stock exceeds the strike price of $71e24lpare of the warrants on or prior to the
expiration date of the warrants. The warrants bagiexpire in March 2019. For the year ended Deeer8lh, 2013, the Company received ¢
million in proceeds from the issuance of warrafitee note hedges and warrants are not marked toetde value of the note hedges and
warrants were initially recorded in stockholderguity and continue to be classified as stockholdsgaity.

Note 12 ComMMITMENTS A ND C ONTINGENCIES

Lease CommitmeniThe Company leases office space and data centdes aperating and capital lease agreements wigjinadilease periods
up to 12 years which expire between 2013 and 2025.

In May 2013, the Company entered into a 12-yearaijg lease agreement for four floors of the fariew York Times building in New
York City with a total expected minimum lease cormant of $125 million. The Company has the optimnenew the lease for an additional
five years. The lease requires monthly paymentgppfoximately $1 million starting in July 2015 thgh June 2025. However, rent expense
will be recorded over the lease term commensuritetie right to control the space which beganuly 2013.

Rent expense for all operating leases was appragiyn®84 million, $76 million, and $77 million f&@011, 2012, and 2013, respectively.

Many of the Company'’s leases contain one or mothefollowing options which the Company can exagat the end of the initial lease term:
(i) renewal of the lease for a defined number @frgat the then fair market rental rate or atghsliliscount to the fair market rental rate;
(i) purchase of the property at the then fair nearkalue; or (iii) right of first offer to lease ditional space that becomes available.
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Gross and net lease commitments as of Decemb@0338,can be summarized as follows (in millions):

Subleas:
Gross Operating Net Operating

Lease Commitment Income Lease Commitment

Years ending December &
2014 $ 141 $ (12 $ 12¢
2015 10¢ 9 10C
2016 69 2 67
2017 55 — 55
2018 36 — 36
Due after 5 year 122 — 122
Total gross and net lease commitme $ 532 $ (23 $ 50¢

Capital

Lease Commitmen

Years ending December &
2014 $ 15
2015 12
2016 9
2017 9
2018 9
Due after 5 year 4
Gross lease commitme $ 58
Less: interes (14
Net lease commitment included in capital leaseathdr lon-term liabilities $ 44

Affiliate Commitmentsin connection with contracts to provide advertissggvices to Affiliates, the Company is obligatedrtake payments,
which represent TAC, to its Affiliates. As of Decber 31, 2013, these commitments totaled $24 millidrvhich $13 million will be payable
in 2014, $10 million will be payable in 2015, ant fillion will be payable in 2016.

Nor-cancelable ObligationsThe Company is obligated to make payments undéowsanon-cancelable arrangements with vendors Hret o
business partners, principally for marketing, baiddhy co-location, and content arrangements. ABexfember 31, 2013, these commitments
totaled $198 million, of which $101 million will bgayable in 2014, $48 million will be payable in1%) $36 million will be payable in 2016,
$8 million will be payable in 2017, and $5 millievill be payable in 2018.

Intellectual Property RightsThe Company is committed to make certain paymemtieuvarious intellectual property arrangementgppofo $2¢
million through 2023.

Other Commitmentsn the ordinary course of business, the Company pnayide indemnifications of varying scope and temmcustomers,
vendors, lessors, joint ventures and businessegrartpurchasers of assets or subsidiaries and jminges with respect to certain matters,
including, but not limited to, losses arising ofittee Company’s breach of agreements or represensaand warranties made by the Company
services to be provided by the Company, intelldgiuaperty infringement claims made by third paster, with respect to the sale of assets or
subsidiary, matters related to the Company’s condiihe business and tax matters prior to the $aladdition, the Company has entered intc
indemnification agreements with its directors aadain of its officers that will require the Comga@among other things, to indemnify them
against certain liabilities that may arise by remsbtheir status or service as directors or ofic@he Company has also agreed to indemnify
certain former officers, directors, and employekaaguired companies in connection with the actjoisiof
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such companies. The Company maintains directoiofficr insurance, which may cover certain liagkt arising from its obligation to
indemnify its directors and officers, and formereditors and officers of acquired companies, inagertircumstances. It is not possible to
determine the aggregate maximum potential lossruhése indemnification agreements due to thedidnitistory of prior indemnification
claims and the unique facts and circumstanceswedain each particular agreement. Such indemnifinatgreements might not be subject to
maximum loss clauses. Historically, the Companyrt@sncurred material costs as a result of obiiget under these agreements and it has n
accrued any liabilities related to such indemnifmaobligations in the Company’s consolidated ficial statements.

As of December 31, 2013, the Company did not hayeralationships with unconsolidated entities aaficial partnerships, such as entities
often referred to as structured finance or speuigbose entities, which would have been establistvetthe purpose of facilitating off-balance
sheet arrangements or other contractually narroimited purposes. Accordingly, the Company is @gposed to any financing, liquidity,
market, or credit risk that could arise if the C@np had engaged in such relationships. In addit@Company identified no variable intere
currently held in entities for which it is the prmy beneficiary.

See Note 19—“Search Agreement with Microsoft Coation” for a description of the Company’s Searchd&gnent and License Agreement
with Microsoft.

Legal Contingencie

Intellectual Property and General Matte. From time to time, third parties assert patefitigement claims against the Company. Currently,
the Company is engaged in lawsuits regarding pa&soes and has been notified of other potentiaimalisputes. In addition, from time to
time, the Company is subject to other legal proregdand claims in the ordinary course of businesdding claims of alleged infringement
of trademarks, copyrights, trade secrets, and dtiteliectual property rights, claims related topoyment matters, and a variety of other
claims, including claims alleging defamation, ine&sof privacy, or similar claims arising in contiea with the Company’s e-mail, message
boards, photo and video sites, auction sites, shgmervices, and other communications and commddtures.

Stockholder and Securities Matte®n June 14, 2007, a stockholder derivative actiaa filed in the United States District Court foe th
Central District of California by Jill Watkins ageait members of the board of directors (“Board”) aabkcted officers. The complaint filed by
the plaintiff alleged breaches of fiduciary dutéesl corporate waste, similar to the allegatiores fiormer class action relating to stock price
declines during the period April 2004 to July 20864 alleged violation of Section 10(b) of the S&®s Exchange Act of 1934, as amended
(the “Exchange Act”). On July 16, 2009, the plditVatkins voluntarily dismissed the action agaiaitdefendants without prejudice. On
July 17, 2009, plaintiff Miguel Leyte-Vidal, who daubstituted in as plaintiff prior to the dismisstthe federal Watkins action, re-filed a
stockholder derivative action in Santa Clara CowBuperior Court against members of the Board alettsel officers. The Santa Clara County
Superior Court derivative action purports to assatses of action on behalf of the Company foragioh of specified provisions of the
California Corporations Code, for breaches of fiducduty regarding financial accounting and insisielling and for unjust enrichment. On
October 23, 2013, the California Court of Appedirafed the Superior Court’s judgment in favor df@gfendants following dismissal of
plaintiff's third amended complaint without leaxeamend. The plaintiff did not pursue any furthgpeals and the judgment in Yahoo's favor
is final.

Since May 31, 2011, several related stockholddwatve suits were filed in the Santa Clara Coustyperior Court (“California Derivative
Litigation”) and the United States District Couotr the Northern District of California (“Federal idetive Litigation”) purportedly on behalf (
the Company against certain officers and direadbthe Company and third parties. The Californiailive Litigation was filed by plaintiffs
Cinotto, Lassoff, Zucker, and Koo, and consolidatader the captiom re Yahoo! Inc. Derivative Shareholder Litigation June 24, 2011 and
September 12, 2011. The Federal Derivative Litaggatvas filed by plaintiffs
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Salzman, Tawila, and Iron Workers Mid-South Pengiond and consolidated under the captiore Yahoo! Inc. Shareholder Derivative
Litigation on October 3, 2011. The plaintiffs allege breaaffdgluciary duties, corporate waste, mismanagerramnise of control, unjust
enrichment, misappropriation of corporate assetspntribution and seek damages, equitable relisforgement and corporate governance
changes in connection with Alibaba Group’s restiting of its subsidiary Alipay and related disclossi On June 7, 2012, the courts approve
stipulations staying the California Derivative giition pending resolution of the Federal Derivatiitegation, and deferring the Federal
Derivative Litigation pending a ruling on the matito dismiss filed by the defendants in the relatedkholder class actions, which are
discussed below. On December 16, 2013, United SEitdrict Court for the Northern District of Calihia granted the Company’s motion to
stay the Federal Derivative Litigation pending faton of the appeal filed by the plaintiffs in thelated stockholder class actions.

Since June 6, 2011, two purported stockholder @dassns were filed in the United States Districiu@ for the Northern District of California
against the Company and certain officers and diredaif the Company by plaintiffs Bonato and the M@ities Pipe Trades Pension Trust. In
October 2011, the District Court consolidated the &ctions under the captidmre Yahoo! Inc. Securities Litigatieand appointed the Pensi
Trust Fund for Operating Engineers as lead pldirtifa consolidated amended complaint filed Decermilth, 2011, the lead plaintiff purports
represent a class of investors who purchased thep@oy’'s common stock between April 19, 2011 ang 28] 2011, and alleges that during
that class period, defendants issued statemernte/éna materially false or misleading because ttidynot disclose information relating to
Alibaba Group’s restructuring of Alipay. The comiplpurports to assert claims for relief for viatat of Section 10(b) and 20(a) of the
Exchange Act and for violation of Rule 10b-5 ther@er, and seeks unspecified damages, injunctiveeguidable relief, fees, and costs. On
August 10, 2012, the court granted defendants’andt dismiss the consolidated amended complaiaitti#fs have appealed.

On July 30, 2013, a stockholder derivative actiaptionedZucker v. Loeb, et alvas filed in the Supreme Court of New York for eunty of
New York against current and former members ofBbard, Third Point LLC, and entities related to fihPoint LLC. The complaint filed b
the plaintiff asserts claims for alleged breacfigiiciary duty, waste, and unjust enrichment inreetion with the Company’s repurchase of
40 million shares of Company common stock bendfic@avned by Third Point LLC. The complaint seekgidgment declaring that the
defendants breached their fiduciary duties, an dwérestitution, and corporate governance chanfes.Company has filed a motion to
dismiss the action.

Mexico MatterOn November 16, 2011, plaintiffs Worldwide Diredés, S.A. de C.V. (“WWD"), and Ideas Interactiv&sA. de C.V. (“ldeay’
filed an action in the 49th Civil Court of Mexicgainst the Company, Yahoo! de Mexico, S.A. de ¢:Yahoo! Mexico”), Yahoo
International Subsidiary Holdings, Inc., and Yaltiepanic Americas LLC. The complaint alleged claiofidoreach of contract, breach of
promise, and lost profits in connection with vasamommercial contracts entered into among thegsabietween 2002 and 2004, relating to a
business listings service, and alleged total dasagapproximately $2.75 billion. On December 7120Yahoo! Mexico filed a counterclaim
against WWD for payments of approximately $2.6 imillowed to Yahoo! Mexico for services rendered.Apnil 10, 2012, plaintiffs withdre\
their claim filed against Yahoo International Sulesiy Holdings, Inc. and Yahoo Hispanic Americasd.L

On November 28, 2012, the 49th Civil Court of Mexantered a nofinal judgment against the Company and Yahoo! Mexicthe amount c
USD $2.75 billion and a non-final judgment in fawarYahoo! Mexico on its counterclaim against WWithe amount of $2.6 million. The
judgment against the Company and Yahoo! Mexico @uegl to leave open for determination in futureceexings certain other alleg
damages that were not quantified in the judgmemé. jidgment was issued by a law clerk to the toairt judge who presided over the entire
case during the trial court proceedings but stegjmeeh from his position shortly before the judgmenmals entered.
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On December 12, 2012 and December 13, 2012, résplgctyahoo! Mexico and the Company appealed tliginent to a three-magistrate
panel of the Superior Court of Justice for the FaldBistrict (the “Superior Court”). On May 15, 2B1the Superior Court reversed the
judgment, overturned all monetary awards agairssQtbmpany and reduced the monetary award agaitmstoY &exico to $172,500. Tt
Superior Court affirmed the award of $2.6 millionfavor of Yahoo! Mexico on its counterclaim.

Plaintiffs have appealed the Superior Court’s denito the Mexican Federal Civil Collegiate Couwt the First Circuit (“Collegiate Court”).
The Company has appealed the Superior Court’sidaai®t to award it statutory costs in the undedyproceeding. Yahoo! Mexico has
appealed the Superior Court’s award of $172,5@ Stperior Cours decision not to award it additional moneys beyived$2.6 million awat
on its counterclaims, and the Superior Court’s sleninot to award it statutory costs. In the pegdippeals, review is limited to whether the
Superior Court’s decision is unconstitutional, wvfia, or both.

The Company believes the plaintiffs’ claims arehwiit legal or factual merit. First, the plaintifidaims are based on agreements that were
either terminated by agreement with releases orelkpided or terminated in accordance with theimtgra non-binding letter of intent pursuant
to which no definitive agreements were ever entertxby the parties, and correspondence that diddonstitute agreements. Second, the los
of profits of the type claimed by plaintiffs aretrawvardable under Mexico law because they weramtect and immediate consequence of a
breach of contract. Of the $2.75 billion in totahdages alleged by plaintiffs, more than $2.4 billieere for loss of profits. Third, the plaintiffs’
alleged damages and loss of profits were furtheclpded by the agreements at issue through, antbeg things, contractual and legal
limitations of liability. Fourth, the plaintiffs’ leadings in the complaint, as well as documentaigesce filed by the plaintiffs in support of
their allegations, were generally deficient to supjpr establish plaintiffs’ claims. Fifth, the dsion failed to consider substantially all of the
defenses asserted by the Company and Yahoo! Mdiically, the Company believes that the law cleHoventered the judgment lacked the
requisite authority to issue the judgment.

The Company has not recorded an accrual for thgnjietht, which was reversed, as explained aboveCbinegpany cannot assure the ultimate
outcome of the pending or further appeals.

The Company has determined, based on current kdge/éhat the amount or range of reasonably paskibses, including reasonably
possible losses in excess of amounts already at,dsirot reasonably estimable with respect tcageratters described above. The Compan
has also determined, based on current knowledgetht aggregate amount or range of losses thaiséireable with respect to the Company’s
legal proceedings, including the matters descraddsale other than the Mexico matter, would not reaweaterial adverse effect on the
Company'’s consolidated financial position, resafteperations or cash flows. Amounts accrued d3aafember 31, 2013 were not material.
The ultimate outcome of legal proceedings involuelgments, estimates and inherent uncertaintiescannot be predicted with certainty. In
the event of a determination adverse to Yahosubsidiaries, directors, or officers in these matthhe Company may incur substantial
monetary liability, and be required to change usibess practices. Either of these events could hawaterial adverse effect on the Compsiny
financial position, results of operations, or cietvs. The Company may also incur substantial léges$, which are expensed as incurred, in
defending against these claims.

Note 13 SrockHOLDERS ' E QuITY

The Board has the authority to issue up to 10 onilBhares of preferred stock and to determinerile,prights, preferences, privileges, and
restrictions, including voting rights, of those stwmwithout any further vote or action by the stoulers.

Stock Repurchaseshe Company repurchases its common stock fromtiintiene in part to reduce the dilutive effectstsfstock options,
awards, and employee stock purchase plan.
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In June 2010, the Board authorized a stock repsecheogram allowing the Company to repurchase @3 toillion of its outstanding shares of
common stock from time to time. That repurchase@m, which by its terms, would have expired ineJ@013, was exhausted during the t
quarter of 2012. In May 2012, the Board authoriaesfock repurchase program allowing the Compamggarchase up to an additional $5
billion of its outstanding shares of common stawof time to time. The May 2012 repurchase progeoording to its terms, will expire in
June 2015. In November 2013, the Board authoripesidditional stock repurchase program with an aighd level of $5 billion. The
November 2013 program, according to its terms, epire in December 2016. Repurchases under thealegse programs may take plac
the open market or in privately negotiated trarisast including derivative transactions, and mayrasle under a Rule 10b5-1 plan.

During the year ended December 31, 2012, the Coynpegourchased approximately 126 million sharessofommon stock under the June
2010 and May 2012 stock repurchase programs aterage price of $17.20 per share for a total 02 $illion. The June 2010 program was
exhausted during 2012. During the year ended DeeeBih 2013, the Company repurchased approximagdymillion shares of its common
stock under the May 2012 stock repurchase progedras average price of $25.95 per share for a 06t88.3 billion. These repurchases
included the Company’s repurchase of 40 milliorreb®f its common stock beneficially owned by THaaint LLC on July 25, 2013. These
shares were repurchased pursuant to a purchassragreentered into on July 22, 2013, prior to tlaekat opening for trading in Yahoo stock,
and at $29.11 per share, which was the closing miche Compang common stock on July 19, 2013. The total purcipase for these shar
was $1.2 billion. The repurchase transaction wadéd primarily with cash as well as borrowings $5& million under the Company’s
unsecured revolving credit facility that have begpaid. As of December 31, 2013, the May 2012 @mognad remaining authorized purchase
capacity of $93 million and the November 2013 paoghad remaining authorized purchase capacity diilén.

During the year ended December 31, 2012, the Coynined 79 million shares, resulting in reductaf $79,000 in common stock, $631
million in additional paid-in capital, and $585 fiwh in retained earnings. During the year endeddbeber 31, 2013, the Company retired

198 million shares, resulting in reductions of $D8® in common stock, $1.6 billion in additionalgén capital, and $2.9 billion in retained
earnings. Treasury stock is accounted for undecdlsé method.

Note 14 BEMVPLOYEE B ENEFITS

Benefit PlansThe Company maintains the Yahoo! Inc. 401(k) Ptae (401(k) Plan”) for its full-time employees iha U.S. The 401(k) Plan
allows employees of the Company to contribute ughéolnternal Revenue Code prescribed maximum amé&ummployees may elect to
contribute from 1 to 50 percent of their annual pemsation to the 401(k) Plan. The Company matcimsogee contributions at a rate of 25
percent, up to the IRS prescribed amount. Both eyl and employer contributions vest immediatelyrugontribution. During 2011, 2012,
and 2013, the Company’s contributions to the 40P(&h amounted to approximately $20 million, $19iom, and $18 million, respectively.
The Company also contributed approximately $24iom|l$22 million, and $17 million to its other dedid contribution retirement benefit plans
outside of the U.S. for 2011, 2012, and 2013, retspaly.

Stock PlansThe 1995 Stock Plan provides for the issuanceoaksbased awards to employees, including execofiigers, and consultants.
The 1995 Stock Plan permits the granting of inaensitock options, non-statutory stock options rigsd stock, restricted stock units, stock
appreciation rights, and dividend equivalents.

Options granted under the 1995 Stock Plan beforg 2Ma2005 generally expire 10 years after the tyate, and options granted after May
2005 generally expire seven years after the gratet @ptions generally become exercisable oveuayfear period based on continued
employment and vest either monthly, quarterly, sanmiually, or annually.
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The 1995 Stock Plan permits the granting of restictock and restricted stock units (collectivelfierred to as “restricted stock awards”). The
restricted stock award vesting criteria are gehethé passing of time, meeting certain performabased objectives, or a combination of both
and continued employment through the vesting pgiddch varies but generally does not exceed f@ary). Restricted stock award grants ar
generally measured at fair value on the date oftdrased on the number of shares granted and titedjprice of the Company’s common
stock. Such value is recognized as an expenselwweorresponding service period.

The 1995 Stock Plan provides for the issuancer&aimum of 754 million shares of which 65 millionases were still available for award
grant purposes as of December 31, 2013. Each sh#dre Company’s common stock issued in settleroétull-value awards” (hich include
all awards other than options and stock appreciatights) granted on or after June 25, 2009 urfteed 995 Stock Plan is counted as 1.75 sl
against the 1995 Stock Plan’s share limit.

The Directors’ Plan provides for the grant of noalfied stock options and restricted stock uniteom-employee directors of the Company.
The Directors’ Plan provides for the issuance ofaip million shares of the Company’s common staékyhich approximately 5 million were
still available for award grant purposes as of Datoer 31, 2013. Each share of the Company’s comtuoamk sssued in settlement of restricted
stock units granted after the Company’s 2006 anmgedting of shareholders under the Directors’ Faunted as 1.75 shares against the
Directors’ Plan’s share limit.

Options granted under the DirectoPdan before May 25, 2006 generally become exergishhsed on continued service as a directornitai
grants to new directors, in equal monthly instatitseover four years, and for annual grants, witlp@&gent of such options vesting on the one
year anniversary of the date of grant and the neimgioptions vesting in equal monthly installmeoxer the remaining ~month period
thereafter. Such options generally expire sevetOtgears after the grant date. Options granted after May 25, 2006 become exercisable,
based on continued service as a director, in equeterly installments over one year. Such optgerserally expire seven years after the grant
date.

Restricted stock units granted under the DirectBtah generally vest in equal quarterly installnsemter a one-year period following the date
of grant and, once vested, are generally payatda iequal number of shares of the Company’s constamk on the earlier of the end of the
one-year vesting period or the date the directases to be a member of the Board (subject to dieyrdkelection that may be made by the
director).

Non-employee directors are also permitted to ele@ward of restricted stock units or a stock optiader the Directors’ Plan in lieu of a cash
payment of their quarterly Board retainer and aashcfees for serving on committees of the BoardhStock options or restricted stock unit
awards granted in lieu of cash fees are fully viestethe grant date.

From time to time the Company also assumes stoskebawards in connection with corporate mergersaagdisitions, which awards become
payable in shares of the Company’s common stock.

Employee Stock Purchase PIThe Employee Stock Purchase Plan allows employepsrthase shares of the Company’s common stock
through payroll deductions of up to 15 percenthefiit compensation subject to certain Internal Raedbode limitations. Prior to November
2012, the price of common stock purchased undepltrewas equal to 85 percent of the lower of therharket value of the common stock on
the commencement date of each 24-month offerinigger the specified purchase date. Beginning inévaber 2012, the Employee Stock
Purchase Plan was modified to consist of thmesth offering periods. The price of the commortktpurchased under the plan after Noven
2012 will be equal to 90 percent of the lower @ thir market value of the common stock on the cemrement date of each three-month
offering period or the specified purchase date.
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The Employee Stock Purchase Plan provides forsigince of a maximum of 75 million shares of comstonk of which 15 million shares
were available as of December 31, 2013. For thesyeaded December 31, 2011, 2012, and 2013, stsddbcompensation expense related t
the activity under the plan was $46 million, $31liom, and $16 million, respectively. As of Decemi3d, 2013, there was $3 million of
unamortized stock-based compensation cost relatdtbtEmployee Stock Purchase Plan which will lsegeized over a weighted average
period of 0.4 years.

The Company’s 1995 Stock Plan, the Directors’ Ptahner stock-based awards assumed through acqositind the Tumblr equity holdback
are collectively referred to as the “Plans.” Stogkion activity under the Plans for the year enBedember 31, 2013 is summarized as follows
(in thousands, except years and per share amounts):

Weighted Average Weighted Average
Exercise Price pe Remaining
Contractual Life Aggregate
Shares Share (in years) Intrinsic Value

Outstanding at December 31, 2012 38,09: $ 21.4: 4.1¢ $ 78,38
Options grante 51 $ 29.3:
Options assumed in acquisitia 1,121 $ 7.3¢€
Options exercise® (13,707 $ 20.3:
Options cancelled/forfeite (1,19¢) $ 15.1¢
Options expire( 3,391 $ 29.7:
Outstanding at December 31, 2( 20,96¢ $ 20.4:¢ 4.2C $ 428,41
Vested and expected to vest at December 31, @ 19,70: $ 20.1: 4.0¢ $ 400,05:
Exercisable at December 31, 2( 10,69¢ $ 22.2¢ 2.64 $ 194,67t

@ The Company issued new shares to satisfy stockroptiercises
@ The expected to vest options are the result ofyappkhe pr-vesting forfeiture rate assumptions to total outstag options

The weighted average grant date fair values ajflbns granted and assumed in the years endedribece1, 2011, 2012, and 2013 were
$5.04, $4.36, and $18.72 per share, respectively.

The aggregate intrinsic value in the table abopeasents the total pre-tax intrinsic value (theraggte difference between the closing stock
price of the Company’s common stock on DecembefB13 and the exercise price for in-timeney options) that would have been receive
the option holders if all in-the-money options Hen exercised on December 31, 2013.

The total intrinsic values of options exercisedha years ended December 31, 2011, 2012, and 28d8%46 million, $45 million, and $122
million, respectively.

As of December 31, 2013, there was $16 millionrdmortized stock-based compensation expense retatet/ested stock options, which is
expected to be recognized over a weighted averagedof 1.5 years.

Cash received from option exercises and purchdsssaces under the Employee Stock Purchase Plahdgrear ended December 31, 2013
was $353 million.

The total net tax benefit attributable to stockiamsé exercised in the year ended December 31, 2@%3516 million.
116



Table of Contents

The fair value of option grants is determined ughweyBlack-Scholes option pricing model with thédwing weighted average assumptions:

Stock Options Purchase Plan(®)
Years Ended December 31 Years Ended December 31
2011 2012 2013 2011 2012 2013
Expected dividend yielth 0.C% 0.C% 0% 0.C% 0.C% 0%
Risk-free interest rat® 1.2% 0.6% 0.7% 0.4% 0.4% 0.1%
Expected volatility®) 36.%% 31.% 33.% 35.% 33.1% 31.7%
Expected life (in years® 4.0: 4.0z 3.6( 1.04 1.21 0.2t

@
@

The Company currently has no history or expectadiopaying cash dividends on its common stock enrtkar future

The risk-free interest rate is based on the U.8a3ury yield for a term consistent with the expegtéem of the awards in effect at the time
of grant.

The Company estimates the volatility of its comnstock at the date of grant based on the impliedtifity of publicly traded options on
its common stock, with a term of one year or grei

The expected life of stock options granted underRtans is based on historical exercise patterigivthe Company believes are
representative of future behavior. New grants iddnethe Company had an expected life of 4.25 yiea?811, 4.00 years in 2012, and
2.58 years in 2013. Options assumed in acquisitiaasexpected lives of less than 4 ye

Assumptions for the Employee Stock Purchase Platerto the annual average of the enrollment peribdiring the year ended
December 31, 2012, enrollment was permitted in stagy November of each year. Beginning in 2013, énmit was permitted in
February, May, August, and November of each y

®

@)

®)

Restricted stock awards activity under the Planshfe year ended December 31, 2013 is summarizéalass (in thousands, except per share
amounts):

Weighted Average
Grant Date Fair Value

Shares Per Share
Awarded and unvested at December 31, 2012 33,80: $ 17.6:3
Granted(*) 34,83t $ 25.5¢
Assumed in acquisitior 2,364 $ 26.2¢
Vested (14,187 $ 15.4¢
Forfeited (7,229 $ 17.7¢
Awarded and unvested at December 31, 49,58¢ $ 24.2(

(*) Includes the maximum number of shares issuablerdthdeCompan’s performanc-based restricted stock unit awa

As of December 31, 2013, there was $615 millionrdmortized stock-based compensation cost relatedvested restricted stock awards,
which is expected to be recognized over a weightedlage period of 2.8 years. The total fair valueestricted stock awards vested during the
years ended December 31, 2011, 2012, and 2013 1@4srillion, $171 million, and $220 million, respiely.

During the year ended December 31, 2013, 14.2anikkhares subject to previously granted restristeck awards vested. A majority of these
vested restricted stock awards were net sharedelthe Company withheld 5.3 million shares bagemhithe Company'’s closing stock price
on the vesting date to settle the employees’ minmirstatutory obligation for the applicable income ather employment taxes. The Company
then remitted cash to the appropriate taxing aittesr
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Total payments for the employegak obligations to the relevant taxing authoritiezre $140 million for the year ended December 8132an:
are reflected as a financing activity within thesolidated statements of cash flows. The paymeats wsed for tax withholdings related to the
net share settlements of restricted stock unite. @dyments had the effect of share repurchasdseb@dampany as they reduced the number of
shares that would have otherwise been issued oretttiing date and were recorded as a reductioddifianal paid-in capital.

In 2011, 2012, and 2013, $71 million, $36 milliamd $64 million, respectively, of excess tax beadfom stock-based awards for options
exercised and restricted stock awards that vestedrirent and prior periods were included as acgaf cash flows from financing activities.
These excess tax benefits represent the reductioméme taxes otherwise payable during the pedtidbutable to the actual gross tax ben
in excess of the expected tax benefits for opteescised and restricted stock awards that vestedrirent and prior periods. The Company
accumulated excess tax deductions relating to siptikns exercised and restricted stock awardsvieted prior to January 1, 2006 available
to reduce income taxes otherwise payable. To ttenesuch deductions reduce income taxes payalfeiourrent year, they are reported as
financing activities in the consolidated statemeritsash flows.

CEO 2012 Annual Equity Awardslarissa A. Mayer, the Company’s Chief Executivei€f, received an equity award for 2012 that wélsv/
over three years. A total of $6 million of the grdate fair value of this equity award was grargdsdestricted stock units on July 26, 2012 and
will vest over three years. The remaining portiéthis equity award (valued at $6 million per tHféeoletter) was granted in November 201:

a performance-based stock option that will vest ¢ve two and a half years after July 26, 2012jestitio satisfaction of performance criteria.
See below for additional discussion of the perfarogabased stock options.

After 2012, Ms. Mayer will be eligible to receivaraual equity grants when such grants are madeniorsexecutives. Subject to the discretion
of the Compensation and Leadership Development Atieerof the Board of Directors (the “Compensai@mmittee”), the Company
contemplates that the target value of such awailtiset be less than the target value of her 20d2ual grant.

CEO One-Time Retention Awaids. Mayer received a one-time retention equity ahat will vest over five years. A total of $15lkoin of

the grant date fair value of this equity award wemted as restricted stock units on July 26, 20W®will vest over five years. The remaining
portion of this equity award (valued at $15 milliper the offer letter) was granted in November 2842 performance-based stock option tha
will vest over the four and a half years after 2y 2012, subject to satisfaction of performariteria. The number of performance options
granted in November 2012 was determined basedeogrént date fair value as of July 26, 2012. Sémvwbfor additional discussion of the
performance-based stock options.

CEO Make-Whole Restricted Stock Units.partially compensate Ms. Mayer for forfeiturecoinpensation from her previous employer, on
July 26, 2012 she was granted restricted stocls with a grant-date fair value of $14 million (théake-Whole RSUs”). Based on grant date
fair values, $4 million of the Make-Whole RSUs \agktn 2012, $7 million vested in 2013, and $3 miilis scheduled to vest in 2014.

Performanc-Based Executive Incentive Equity Award$e financial performance stock options awardgethe Company in November 2012
include multiple performance periods. In Januar§32@he Compensation and Leadership Developmennn@ibee of the Board (the
“Compensation Committee”) established performar@mdgyunder these stock options for the first penéorce period (the six months ended
June 30, 2013) and the second performance peheduyli year ended December 31, 2013). These opti@re held by Ms. Mayer, Mr. de
Castro, the Company’s former Chief Operating Offieexd Mr. Goldman, the Company’s Chief Financiicer, (the first performance period
for Mr. Goldman is the full year ending Decembey 3013). The number of stock options that ultimatedst for each performance period will
range from O percent to 100 percent of the targetuant for such period stated in each executive'ardwgreement based on the Company’s
performance. The financial performance metrics (hed weightings) under the performance optiors ar
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revenue ex-TAC (50 percent), operating income @@gnt) and free cash flow (20 percent). The firdmerformance goals for each metric
are established at the beginning of each performpedod and, accordingly, the portion (or “trari3hef the award related to each performe
period is treated as a separate grant for accayptirposes. The grant date fair values of the dinst second tranches of the November 2012
financial performance stock options were $12 milland $14 million, respectively, and are being gaized over six and twelve month service
periods, respectively. The Company began recorslingk-based compensation expense for these traimcasuary 2013, at the grant date,
when the financial performance goals were estaddisind approved.

In February 2013, the Compensation Committee agat@dditional long-term performance-based incerdiygity awards to Ms. Mayer and
other senior officers. These restricted stock ugtserally will be eligible to vest in equal anntraihches over four years (three years for

Ms. Mayer) based on the Company’s attainment otiahfinancial performance goals as well as the atkee’s continued employment through
the vesting date. The number of restricted stodts uhat ultimately vest each year will range frémercent to 200 percent of the annual targe
amount stated in each executive’s award agreenaseicbon the Company’s performance. The annualdiabperformance metrics and goals
are established at the beginning of each fiscal ged, accordingly, the tranche of the award rdlateesach annual performance period goal is
treated as a separate annual grant for accountimgpges. In February 2013, financial performanceioseand goals were established for the
first performance period (the fiscal year ending&uaber 31, 2013). The financial performance mefdosl their weightings) for fiscal year
2013 are revenue ex-TAC (60 percent), operatingnrec (20 percent) and free cash flow (20 percemtg. grant date fair value of the first
tranche of the February 2013 annual financial perémce restricted stock unit grants was $9 millad is being recognized over a one-year
service period.

Note 15 RESTRUCTURING C HARGES, N ET

Restructuring charges, net consists of costs atsalcivith the Restructuring Plans Prior to 2012,@2’12 Restructuring Plan, the Q4'12
Korea Business Closure and the Q4’13 Restructi?iag. These charges include employee severancangbrelated costs, accelerations and
reversals of stock-based compensation expenséiyfaestructuring costs, contract termination arker non-cash charges associated with the
exit of facilities, as well as reversals of restuing charges arising from changes in estimates.

For the years ended December 31, 2011, 2012, at®l &8structuring charges, net was comprised ofdffi@ving (in thousands):

Year Ended
December 31
2011 Year Ended December 31, 201
Restructuring Restructuring
Q212 Q412
Plans Prior Plans Prior Restructuring Korea Busines:
to to
2012 2012 Plan Closure __Total
Employee severance pay and related costs $ 12,96¢ $ 1,16¢ $ 96,537 $ 4,99¢ $102,70:
Non-cancelable lease, contract terminations,
other charge 10,25: 8,46: 9,541 8,99¢ 26,99¢
Other nor-cash charges, n 99( — 40,46: 69,43¢ 109,89t
Sub-total before accelerations (reversals) of
stock-based compensation expel 24,20t 9,631 146,54( 83,42¢ 239,59¢
Accelerations (reversals) of stock-based
compensation expen 214 — (3,429 — (3,429
Restructuring charges, r $  24,42( $ 9,631 $ 143,11 $  83,42¢ $236,17!
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Year Ended December 31, 201

Restructuring

Q212 Q412 Q413
Plans Prior to Restructuring Korea Busines: Restructuring
2012 Plan Closure Plan Total

Employee severance pay and related costs (reve $ (459) $ (15,40) $ (109 $ 5,14« $(10,819)
Non-cancelable lease, contract terminations, and

other charge 13,89« 164 (20 — 14,03¢

Other nor-cash charge — — 547 — 547

Restructuring charges (reversal), $ 13,43t $ (15,23)) $ 42: $ 514 $ 3,76¢

Although the Company does not allocate restructucimarges to its segments, the amounts of thaiotgting charges relating to each segmen
are presented below. For the years ended Decerib2081, 2012, and 2013, restructuring charges;aregists of the following (in thousanc

Year Ended
December 31, 2011
Restructuring Plans

Prior to 2012

Americas $ 22,24
EMEA 952
Asia Pacific 1,22¢

Restructuring charges, r $ 24,42(

Year Ended December 31, 201

Restructuring

Q212 Q4'12
Plans Prior to Restructuring Korea Busines:
2012 Plan Closure Total
Americas $ 9,83« $ 92,78¢ $ — $102,62:
EMEA (617) 45,977 — 45,36(
Asia Pacific 414 4,34t 83,42¢ 88,181
Restructuring charges, r $ 9,631 $ 143,11: $  83,42¢ $236,17(

Year Ended December 31, 201

Restructuring

Q212 Q412 Q413
Plans Prior to Restructuring Korea Busines: Restructuring
2012 Plan Closure Plan Total
Americas $ 821 $ (7,64) $ — $ — $ 571
EMEA 4,71¢ (6,99¢) — 5,144 2,86:
Asia Pacific 507 (59¢) 424 — 33:
Restructuring charges, r $ 13,43t $ (15,23) $ 42: $ 514 $ 3,76t

Restructuring Plans Prior to 201 Prior to 2012, the Company implemented workforauotions, a strategic realignment, and consolidadio
certain real estate facilities and data centersdace its cost structure, align resources witpriesluct strategy, and improve efficiency. During
the year ended December 31, 2011, the Companyrétctotal pre-tax cash charges of $23 million imesance, facility and other related costs
net of reversal for adjustments to original estesabtaling $12 million. In addition to the pre-teash charges, the Company recorded a non-
cash charge of $1 million related to asset impantm®f the $24 million in restructuring chargest rezorded in the year ended December 31,
2011, $22 million related to the Americas segmghtmillion related to the EMEA segment, and $1 imiillrelated to the Asia Pacific segment.
During the
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year ended December 31, 2012, the Company rectotigre-tax cash charges of $10 million in severance,ifg@hd other related costs, 1

of reversal for adjustments to original estimatgaling $5 million. The majority of the $10 millian restructuring charges, net recorded in the
year ended December 31, 2012, related to the Aasesegment. During the year ended December 31, @ 8ompany incurred total |-tax
cash charges of $13 million in facility and othelated costs, net of reversal for adjustmentsitpral estimates totaling $1 million. Of the $13
million recorded for the year ended December 313288 million related to the Americas segment &Bdnillion related to the EMEA
segment.

Q212 Restructuring PlarDuring the second quarter of 2012, the Company mégalementing the Q2’12 Restructuring Plan to rdiis
worldwide workforce by approximately 2,000 employe@d to consolidate certain real estate and @aticfacilities. During the year ended
December 31 2012, the Company recorded total preash charges of $139 million in severance anititfarelated costs and $40 million in
non-cash facility and other asset impairment ctarghe total pre-tax charges were offset by chatmesginal estimates of $33 million in
severance related costs recognized throughout 20i2arily as a result of redeployments and volontasignations of employees prior to t
planned severance dates and a $3 million credite@lto non-cash stock-based compensation expevesesals for unvested stock awards that
were forfeited. Of the $143 million in restructugioharges, net recorded in the year ended Dece®db@012, $93 million related to the
Americas segment, $46 million related to the EMEgment, and $4 million related to the Asia Pacgment. During the year ended
December 31, 2013, the Company recorded totalgpredash charges of $7 million in severance, fgciitd other related costs, which were
offset by a credit of $22 million for severanceatel reversals due to adjustments to original eséimas a result of redeployments and
voluntary resignations of employees prior to thémned severance dates. Of the $15 million ciedistructuring charges, net recorded in th
year ended December 31, 2013, $7 million relatetiecAmericas segment, $7 million related to theEAVsegment, and $1 million related
the Asia Pacific segment.

Q4’12 Korea Business Closureuring the fourth quarter of 2012, the Company dedgito close its Korea business by the end of 2012
streamline its operations and focus its resoul@asng the year ended December 31, 2012, the Coyipanrred total pre-tax cash charges of
$13 million in severance and contract terminatiosts. In addition to the pre-tax cash chargesCmapany recorded a non-cash charge of
$86 million related to goodwill and other asset @imment and a non-cash credit approximately of idilBon related to the reversal of
previously recorded cumulative foreign currencyi$tation adjustments. As a result, the Companyrdszba net $83 million in restructuring
charges all related to the Asia Pacific segmentiferyear ended December 31, 2012. During thesmded December 31, 2013, the Company
recorded net pre-tax charges of less than $1 milficseverance, facility and contract terminatiosts related to the Asia Pacific segment.

Q4’13 Restructuring PlarDuring the fourth quarter of 2013, the Companyteththe process of closing its Cairo, Egypt andeR@witzerlanc
offices as part of its continued efforts to streamits operations and focus its resources. Dutiegyear ended December 31, 2013, the
Company recorded total pre-tax cash charges ofi#®min severance and other related costs, whithelated to the EMEA segment.

Restructuring Accrual<sThe $30 million restructuring liability as of Decbar 31, 2013 consists of $5 million for employeeesance pay
expenses, which the Company expects to pay outégrid of the third quarter of 2014 and $25 millielates to non-cancelable lease and
contract termination costs that the Company exgeqgigy over the terms of the related obligatioigctv extend to the fourth quarter of 2021.
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The activity in the Company’s restructuring accsual the years ended December 31, 2012 and 2Gi8rimarized as follows (in thousands):

Restructuring

Plans Prior to

2012
Balance as of January 1, 2012 $ 49,127
Employee severance pay and related ¢ 5,92¢
Non-cash reversals of stock-based

compensation expen —
Non-cancelable lease, contract termination,

and other charge 8,792
Other noi-cash charges, n —
Changes in estimates and reversals of previous

charges (5,08%)
Restructuring charges, net for the year end

December 31, 201 $ 9,631
Cash paic (30,746

Non-cash reversals of stock-based
compensation expen —
Other nor-cash charges, n (232

Foreign currenc (69
Balance as of December 31, 2( $ 27,71¢

Employee severance pay and related ¢ 28
Non-cancelable lease, contract termination,

and other charge 14,407
Other noi-cash charge —
Changes in estimates and reversals of previous

charges (1,000
Restructuring charges (reversals), net for tf

year ended December 31, 2( $ 13,43t
Cash paic (19,087
Other nor-cash charge —
Foreign currenc 28C
Balance as of December 31, 2( $  22,34¢

As of December 31, restructuring accruals wereughetl in the Company’s consolidated balance shedtsdlaws (in thousands):

Accrued expenses and other current liabilities
Capital lease and other Ic-term liabilities
Total restructuring accrua

Q212
Restructuring

Plan

$ —
128,70:

(3,429)

9,997
40,46:

(32,620

$ 143,11
(68,01¢)

3,42¢
(40,149)
(3,32¢)

$ 35,04¢
6,72:

164

(22,129

$ (15,23)
(16,829
(216)

$ 276

122

Q412 Q413
Korea Busines Restructuring
Closure Plan Total
$ — $ — $ 49,12
4,99¢ — 139,62:
_ — (3,429
8,99¢ — 27,78t
69,43 — 109,89¢
— — (37,709
$ 83,42¢ $ — $ 236,17(
(4,30%) — (103,072
— — 3,42¢
(69,15 — (109,53
13¢ — (3,25)
$ 10,10: $ — $ 72,86
447 5,14¢ 12,33
1,251 — 15,82
547 — 547
(1,817 — (24,940)
$ 424 $ 5,14« $ 3,76¢
(9,47)) (624) (46,006
(547 — (5479)
(171) 12E 1€
$ 337 $ 4,64~ $ 30,09¢
2012 2013
$57,64: $21,74:
15,22¢ 8,35¢
$72,867 $30,09¢
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As of December 31, restructuring accruals by segmanmsisted of the following (in thousands):

2012 2013

Americas $42,68¢ $18,07¢
EMEA 18,14« 11,28¢
Asia Pacific 12,03 734
Total restructuring accrua $72,86" $30,09¢

Note 16 INCOME T AXES
The components of income before income taxes amingg in equity interests are as follows (in trenuds):

Years Ended December 31

2011 2012 2013

United States $533,26: $5,056,64. $538,82:
Foreign 294,25: 157,56¢ 94,45¢
Income before income taxes and earnings in ecquigrests $827,51¢ $5,214,20° $633,28:

The provision for income taxes is composed of dlleding (in thousands):

Years Ended December 31

2011 2012 2013
Current:
United States feder. $141,92: $2,278,75! $138,03:
State (11,03)) 361,78t 49,87
Foreign 40,49( 68,81¢ 49,79(
Total current provision for income tax 171,37 2,709,36: 237,69:
Deferred:
United States feder. 77,01: (741,629 (63,166
State (4,437 (29,47() (22,499
Foreign (2,187 1,77¢ 1,36:
Total deferred provision (benefit) for income ta 70,39: (769,320 (84,309
Provision for income taxe $241,76° $1,940,04. $153,39:

The provision for income taxes differs from the amibcomputed by applying the federal statutory imedax rate to income before income
taxes and earnings in equity interests as followghousands):

Years Ended December 31

2011 2012 2013

Income tax at the U.S. federal statutory rate op&fent $289,63( $1,824,97. $221,64¢
State income taxes, net of federal ber 4,62 237,63 23,00(
Stocl-based compensation expel 20,02: 19,94¢ 16,01¢
Research tax credi (10,499 — (18,03¢)
Effect of nor-U.S. operation (49,78)) (138,079 (47,969
Settlement with tax authoritie (14,685 (4,717 (46,947
Remeasurement of prior year tax positi — — (24,246
Acquisition related nc-deductible expense — 1,89¢ 9,29¢
Goodwill impairment charg — — 22,24«
Other 2,45¢ (1,619 (1,619
Provision for income taxe $241,76° $1,940,04. $153,39.
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Deferred income taxes reflect the tax effects oigerary differences between the carrying amountsséts and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. The components of deferred incomadseats and liabilities are as follows
thousands):

December 31

2012 2013
Deferred income tax asse
Net operating loss and tax credit carryforwe $ 219,05:- $ 148,06(
Stocl-based compensation expel 81,91( 66,58:
Non-deductible reserves and expen 265,75:. 431,37:
Depreciation expens 21,38¢ 22,93:
Unrealized investment gail 3,58¢ 2,87¢
Intangible assel 5,861 7,764
Gross deferred income tax ass 597,54¢ 679,59¢
Valuation allowanct (51,507 (36,690
Deferred income tax ass¢ $ 546,04 $ 642,90t
Deferred income tax liabilitie:
Purchased intangible ass (29,960) (156,43
Depreciation expens (118,809 (86,64°)
Investments in equity interes (13,120 (323,369
Restructuring liabilitie: (6,547) (7,23%)
Deferred income tax liabilitie $(168,43Y $(573,679)
Net deferred income tax ass $ 377,60¢ $ 69,22

As of December 31, 2013, the Company’s federalstait net operating loss carryforwards for incoaxepurposes were approximately $299
million and $31 million, respectively. The fedeeald state net operating loss carryforwards areestityj various limitations under Section 382
of the Internal Revenue Code and applicable statéatv. If not utilized, the federal and state op¢rating loss carryforwards will begin to
expire in 2021.

The federal research and development credit expinedecember 31, 2011. On January 2, 2013, the idareiTaxpayer Relief Act of 2012
was signed into law retroactively extending theditreor amounts paid or incurred after DecemberZ8L1 and before January 1, 2014. As
such, the provision for income taxes for the yeatesl December 31, 2013 reflects the benefit of ba#t2012 and 2013 federal research and
development tax credit. The Company’s state rekdasccredit carryforward for income tax purposeapproximately $177 million and it can
be carried forward indefinitely. Tax credit carrgf@rds that result from the exercise of employeelsbptions are not recorded on the
Company’s consolidated balance sheets and are iatecbfor as a credit to additional paid-in capitaind when realized through a reduction in
income taxes payable.

The Company has a valuation allowance of approxm&37 million as of December 31, 2013 againstadedeferred income tax assets that
are not more likely than not to be realized in fatperiods. In evaluating the Company’s abilityaalize its deferred income tax assets, the
Company considers all available positive and nggatvidence, including operating results, ongoamgplanning, and forecasts of future
taxable income on a jurisdiction by jurisdictiorstsa The valuation allowance as of December 31326lates to foreign net operating loss
carryforwards that will reduce the provision focame taxes if and when recognized.

The U.S. Department of the Treasury issued finglil&ions on the deduction and capitalization gfesditures related to tangible property for
income tax purposes. These regulations apply t€trapany’s tax year beginning on January 1, 20b4eB on its assessment as of
December 31, 2013, these regulations will not keaw@aterial impact on the Company’s financial positiresults of operations, or cash flows.
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In 2012, the Company made a one-time distributioio@ign earnings resulting in an overall net Hara $117 million. During 2013, the
Company recorded an additional net benefit of $86om related to this distribution. As of Decemkt, 2013, the Company does not
anticipate a repatriation of its undistributed fgreearnings of approximately $2.6 billion. Thoserengs are principally related to Yahoo
Japan. If these earnings were to be repatriatétkifuture, the Company may be subject to additiond. income taxes (subject to an
adjustment for foreign tax credits). It is not gieable to determine the income tax liability thaight be incurred if these earnings were to be
repatriated.

The total amount of gross unrecognized tax benefis $695 million as of December 31, 2013, of whiphto $466 million would affect the
Company’s effective tax rate if realized. A recdiation of the beginning and ending amount of unggtzed tax benefits in 2012 and 2013 is
as follows (in thousands):

2012 2013
Unrecognized tax benefits balance at January 1 $532,86. $727,36°
Gross increase for tax positions of prior ye 9,441 69,18t¢
Gross decrease for tax positions of prior yt (32,519 (40,299
Gross increase for tax positions of current \ 231,52¢ 34,55¢
Settlement: (10,520 (94,640
Lapse of statute of limitatior (3,429 (88¢)
Unrecognized tax benefits balance at Decembt $727,36° $695,28!

The remaining balances are recorded on the Compaoysolidated balance sheets as follows (in thulga

December 31

2012 2013
Total unrecognized tax benefits balance $727,36° $695,28!
Amounts netted against related deferred tax a (83,635 (89,04%)
Unrecognized tax benefits recorded on consolidaédaince shee $643,73. $606,23°
Amounts classified as accrued expenses and othemtliabilities $ 30,48 $ —

Amounts classified as deferred and other -term tax liabilities, ne 613,24¢ 606,23
Unrecognized tax benefits recorded on consolidaédaince shee $643,73. $606,23°

The Company recognizes interest and/or penaltlatertto uncertain tax positions in income tax ewgee To the extent accrued interest and
penalties do not ultimately become payable, amoaetsued will be reduced and reflected as a resluct the overall income tax provision in
the period that such determination is made. Du2idiyl, 2012 and 2013, interest and penalties reddrdihe consolidated statements of
income were a credit of $2 million and a charg83T million and $21 million (net of interest receilvof $4 million), respectively. The
amounts of accrued interest and penalties recarddbe consolidated balance sheets as of Decertb@032 and 2013 were approximately
$51 million and $76 million, respectively.

In 2013, the Company settled the IRS income taxnéxation for the 2005 and 2006 returns resulting ienefit of approximately $54 million.
In addition, the Company recorded a reduction xfréserves of approximately $24 million based ayppsed adjustments to its intercompany
transfer pricing methodology for the 2007 and 2688rns. As of December 31, 2013, the Compsufgtieral 2009 and 2010 income tax ret
are currently under the IRS examination. The Comisa2005 through 2008 tax returns are also undeous stages of audit by the California
Franchise Tax Board. While the California FrancHia& Board has not reached any conclusions on@8& and 2008 returns, the Company
has protested the proposed California FranchiseBbaxd's adjustments to the 2005 and 2006 returns. Thep@oynis also in various stages
examination and appeal in connection with its tardsreign jurisdictions, which generally span §gears 2005 through 2012.
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It is difficult to predict when the examinationslMie settled or their final outcomes. The Comphaljeves that it has adequately provided for
any reasonably foreseeable adjustment and thagettigment will not have a material adverse effecthe Company’s consolidated financial
position, results of operations, or cash flows.

The Company may have additional tax liabilitie<Cinina related to the sale to Alibaba Group of 52an Alibaba Group Shares that took
place during the year ended December 31, 2012 té&xss assessed and paid in China are expectedutirhately offset and recovered in the
u.s.

During the year ended December 31, 2012, tax aitidtefrom the Brazilian State of Sao Paulo assksséain indirect taxes against the
Company’s Brazilian subsidiary, Yahoo! do Brastielmet Ltda., related to online advertising servicehe assessment totaling approximately
$85 million is for calendar years 2008 and 2003 Tmmpany currently believes the assessment isutitherit. The Company believes the
risk of loss is remote and has not recorded aruatéor the assessment.

Note 17 TRANSACTIONS W ITH R ELATED P ARTIES

Revenue from related parties, excluding Yahoo JapanAlibaba Group, represented approximately teyerof total revenue for the years
ended December 31, 2011, 2012, and 2013. Managdrakenes that the terms of the agreements witbetihelated parties are comparable to
the terms obtained in arm’s-length transactions witrelated similarly situated customers of the Gany.

See Note 8—"Investments in Equity Interests” foditidnal information related to transactions inviaty Yahoo Japan and Alibaba Group.

Note 18 SEGMENTS

The Company continues to manage its business galtigedly. The primary areas of measurement andsa®timaking are the Americas,
EMEA (Europe, Middle East and Africa) and Asia FiacManagement relies on an internal reportingcpss that provides revenue ex-TAC,
which is defined as revenue less TAC, direct cestduding TAC by segment, and consolidated incommfoperations for making decisions
related to the evaluation of the financial perfonee of, and allocating resources to, the Compassggnents.
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The following tables present summarized informabgrsegment (in thousands):

Years Ended December 31

2011 2012 2013
Revenue by segmer
Americas $3,302,98' $3,461,63. $3,481,50;
EMEA 629,38: 472,06: 385,18t
Asia Pacific 1,051,82 1,052,87 813,69:
Total revenue 4,984,19 4,986,56! 4,680,38
TAC by segment
Americas 160,11( 182,51: 158,97:
EMEA 221,91t 114,23( 42,91t
Asia Pacific 221,34! 222,16! 52,551
Total TAC 603,37: 518,90¢ 254,44
Revenue e-TAC by segment
Americas 3,142,87 3,279,12; 3,322,52i
EMEA 407,46 357,83: 342,27
Asia Pacific 830,48: 830,70 761,13¢
Total revenue eTAC 4,380,82i 4,467,66! 4,425,93i
Direct costs by segme®:
Americas 696,10: 733,31t 747,68:
EMEA 165,75( 161,99( 165,71¢
Asia Pacific 225,41 224,11 197,61¢
Global operating cos®® 1,638,97! 1,672,07 1,830,62
Depreciation and amortizatic 625,86 649,26° 628,77¢
Goodwill impairment charg — — 63,55¢
Gains on sales of pater — — (79,950
Stoclk-based compensation expel 203,95¢ 224,36" 278,22(
Restructuring charges, r 24,42( 236,17( 3,76¢
Income from operation $ 800,34: $ 566,36¢ $ 589,92t

@ Direct costs for each segment include cost of reeesther, as well as other operating expensesitbatirectly attributable to the segment
such as employee compensation expense (excludiok-based compensation expense), local sales arkebtimg expenses, and facilities
expenses. Beginning in 2012, marketing and custaxm@erience costs are managed locally and incladetirect costs for each segment.
Prior period amounts have been revised to conforthe current presentatic

@ Global operating costs include product developmssyice engineering and operations, general amingstrative, and other corporate
expenses that are managed on a global basis arat¢haot directly attributable to any particulagsent. Prior to 2012, marketing and
customer experience costs were managed on a dlabal and included as global operating costs. Pedod amounts have been revise
conform to the current presentatic

@) The net cost reimbursements from Microsoft purstratite Search Agreement are primarily includeglabal operating cost
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Years Ended December 31

2011 2012 2013
Capital expenditures, ne
Americas $437,80:  $437,97¢  $309,21!
EMEA 49,37 27,074 11,43t
Asia Pacific 106,11¢ 40,45t 17,48
Total capital expenditures, n $593,29:  $505,50° $338,13:
December 31
2012 2013
Property and equipment, ni
Americas:
u.S. $1,483,22! $1,346,88!
Other. 1,86¢ 1,18:
Total Americas $1,485,09. $1,348,07.
EMEA 59,41¢ 44,97¢
Asia Pacific 141,33! 95,47(
Total property and equipment, r $1,685,84! $1,488,51
See also Note 5—"Goodwill” and Note 15—"“RestruatgriCharges, Net” for additional information regaglsegments.
Enterprise Wide Disclosure
The following table presents revenue for groupsiwiilar services (in thousands):
Years Ended December 31
2011 2012 2013
Display $2,160,30! $2,142,81! $1,949,83
Searct 1,853,11 1,885,86! 1,741,79.
Other 970,78 957,88t 988,75!
Total revenue $4,984,19! $4,986,56! $4,680,38!
Years Ended December 31
2011 2012 2013
Revenue
u.S. $3,112,99i $3,294,20! $3,317,79.
Internationa 1,871,20. 1,692,36! 1,362,58!
Total revenue $4,984,19! $4,986,56! $4,680,38!

Revenue is attributed to individual countries adauy to the online property that generated themaeeNo single foreign country accountec
more than 10 percent of the Company’s revenue 1120012, and 2013, respectively.

Note 19 SEARCH A GREEMENT W ITH M ICROSOFT C ORPORATION

On December 4, 2009, the Company entered intoahec8 Agreement with Microsoft, which provides kticrosoft to be the exclusive
algorithmic and paid search services provider ochogaProperties and non-exclusive provider of s@ckiises on Affiliate sites. The Company
also entered into a License Agreement with
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Microsoft. Under the License Agreement, Microsaftjaired an exclusive 10-year license to the Comsacgre search technology and has the
ability to integrate this technology into its ekigf Web search platforms. On February 18, 2010Ct@pany received regulatory clearance
from both the U.S. Department of Justice and th@fean Commission and on February 23, 2010 the @oynpommenced implementation of
the Search Agreement on a market-by-market basidetthe Search Agreement, the Company is the sixelworldwide relationship sales
force for both companies’ premium search adverisshich include advertisers meeting certain sgandr other criteria, advertising agencies
that specialize in or offer search engine markesimyices and their clients, and resellers and thients seeking assistance with their paid
search accounts. The term of the Search Agreeméf years from February 23, 2010, subject toeradirmination as provided in the Search
Agreement. Approximately 20 percent, 25 percend, 2th percent of the Company’s revenue for the yeaded December 31, 2011, 2012 and
2013, respectively, was attributable to the SeAgteement.

During the first five years of the term of the StaAgreement, in the transitioned markets, the Gomgps entitled to receive 88 percent of the
revenue generated from Microsoft’s services on aPmperties (the “Revenue Share Rate”) and thepaasnis also entitled to receive 88
percent of the revenue generated from Microsoétsises on Affiliate sites after the Affiliate’s ate of revenue. For new Affiliates during the
term of the Search Agreement, and for all Affiletdter the first five years of such term, the Campwill receive 88 percent of the revenue
generated from Microsoft's services on Affiliatéesi after the Affiliate’s share of revenue andaierMicrosoft costs are deducted. On
February 23, 2015 (the fifth anniversary of theedatat implementation of the Search Agreement comee), Microsoft will have the option
terminate the Company'’s sales exclusivity for premisearch advertisers. If Microsoft exercises dipison, the Revenue Share Rate will
increase to 93 percent for the remainder of tha t&rthe Search Agreement, unless the Company iegerits option to retain the Company’s
sales exclusivity, in which case the Revenue SRate would be reduced to 83 percent for the reneaiafithe term. If Microsoft does not
exercise such option, the Revenue Share Rate e/@l0bpercent for the remainder of the term of thar&h Agreement. In the transitioned
markets, the Company reports as revenue the 88mam®venue share as the Company is not the prioidigor in the arrangement with the
advertisers and publishers. The underlying seadlebréising services are provided by Microsoft.

As of December 31, 2012 and 2013, the Company bbected total amounts of nil and $21 million, resfively, on behalf of Microsoft and
Affiliates, which was included in cash and cashiegjents with a corresponding liability in accruexbenses and other current liabilities. The
Companys 88 percent share in connection with the Seargleékgent, which is included in accounts receivaig, was $258 million and $3!
million as of December 31, 2012 and December 3132fkespectively.

Under the Search Agreement, for each market, Midt@generally guarantees Yahoo's revenue per s€&R#S Guarantee”) on Yahoo
Properties only for 18 months after the transitidpaid search services to Microsoft's platfornthat market based on the difference in
revenue per search between the pre-transition astdtfansition periods and certain other factorse Tompany records the RPS Guarantee a:
search revenue in the quarter the amount becomes fivhich is typically the quarter in which thesasiated shortfall in revenue per search
occurred. In the fourth quarter of 2011, Microsadteed to extend the RPS Guarantee in the U.SCandda through March 2013, and in the
second quarter of 2013, Microsoft extended the BB&antee in the U.S. through March 2014. In J@i82Microsoft and Yahoo agreed
upon the RPS Guarantee payment amounts to begtid Company for the quarters ended December@P, March 31, 2013 and June 30,
2013. The Company also agreed to fixed quarteyynaamts in lieu of the RPS Guarantee in the U.StHerquarters ending September 30,
2013, December 31, 2013 and March 31, 2014. Intiaddthe Company agreed to waive its right to hezany future RPS Guarantee
payments in all other markets except Taiwan andgH¢ong.

The Company completed the transition of its al¢ponit and paid search platforms to the Microsoftfptan in the U.S. and Canada in the
fourth quarter of 2010. In 2011, the Company conegléhe transition of algorithmic search in all@timarkets. By the end of 2012, the
Company completed the transition of paid seardnhdim, most of the EMEA markets, and six marketkatin America. By the end of 2013,
the Company had substantially completed the transif paid search, including the transition ofdpaéarch in Taiwan and Hong Kong.
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From February 23, 2010 until the applicable sew/igere fully transitioned to Microsoft in all matkeMicrosoft was required under the Se.
Agreement to reimburse the Company for the costpefating algorithmic and paid search servicegestibo specified exclusions and
limitations. The Company'’s results for the yeardexhDecember 31, 2011, 2012, and 2013 reflect $2llidn, $67 million, and $49 million,
respectively, in search operating cost reimbursesieom Microsoft under the Search Agreement.

The Company'’s results for the year ended Decembe2(@®L1 reflect transition cost reimbursements fiditrosoft under the Search
Agreement, which were equal to the transition cos®26 million incurred by Yahoo related to theaBh Agreement in the year ended
December 31, 2011. During the third quarter of 2@ Company’s cumulative transition costs excaedirosoft's $150 million
reimbursement cap under the Search Agreement. ificemsosts the Company incurs in excess of thed$hblion reimbursement cap are not
subject to reimbursement.

Reimbursement receivables are recorded as the uesaitle costs are incurred and are applied aghai@stperating expense categories in w
the costs were incurred. As of December 31, 201@ah of $67 million of search operating cost rbiursable had been incurred by the
Company related to the Search Agreement. Of thauam$5 million had not been received from Micfbsmd was classified as part of
prepaid expenses and other current assets on thepaly’'s consolidated balance sheets as of DeceBih@012. As of December 31, 2013, a
total of $49 million of search operating cost reurgable had been incurred by the Company relatdtet§earch Agreement. Of that amount,
$5 million had not been received from Microsoft avak classified as part of prepaid expenses aret othrent assets on the Company’s
consolidated balance sheets as of December 31, 2013

Note 20 SUBSEQUENT E VENTS

Stock Repurchase Transaction From January 1, 2014 through February 28, 20BACthmpany repurchased approximately 9 million share
of its common stock at an average price of $37ét5hare, for a total of $332 million.

130



Table of Contents

Accounts receivabl
Allowance for doubtful accoun
2011
2012
2013

Deferred tax asset valuation allowat
2011
2012
2013

Schedule II—Valuation and Qualifying Accounts

Years Ended December 31, 2011, 2012, and 2013

Balance a
Write -Offs
Beginning Charged tc Balance
Net of, at End
of Year Expenses Recoverie: of Year
(In thousands)
22,97t 18,147 (10,980 30,14:
30,14: 12,86¢ (10,379 32,63t
32,63¢ 10,27¢ (7,369 35,54¢
Balance a
Charged
Beginning Charged tc (Credited) Balance
to Other at End
of Year Expenses Accounts(*) of Year
(In thousands)
60,17¢ (5,979 (1,06)  53,14(
53,14( (82) (1,555  51,50¢
51,50¢ (4,595 (10,219  36,69(

(*) Amounts not charged (credited) to expenses argyebgcredited) to stockhold’ equity, deferred tax assets (liabilities), or godby
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Selected Quarterly Financial Data

(Unaudited)
Quarters Ended
September 3C December September December
March 31, June 30, 31, March 31, June 30, 30, 31,
2012 20122 20120 2012 ™) 2013 ® 2013 © 2013 2013 ®)
(In thousands, except per share amount:

Revenue $1,221,23. $1,217,79. $1,201,73; $1,345,80 $1,140,36! $1,135,24. $1,138,97. $1,265,79
Total operating expens:  $1,051,85 $1,162,98 $1,049,54. $1,155,81° $ 954,39¢ $ 998,26! $1,046,21. $1,091,57
Income from operation $ 169,37¢ $ 54,81¢ $ 152,18¢ $ 189,99( $ 18597( $ 136,97¢ $ 92,75¢ $ 174,21
Other income, ne $ 227t $ 2017t $460765 $ 17,73C $ 17,070 $ 2360¢ $ 537C $ (2,69)
Provision for income taxe $ (56,419 $ (26,529 $(1,774,09) $ (83,000 $ (29,73¢) $ (50,267 $ (31,89) $ (41,499
Earnings in equity interes $ 172,24 $ 179,99. $ 17526' $ 148,93¢ $ 217,58t $ 224,69( $ 232,75t $ 221,64:
Net income attributable

Yahoo! Inc. $ 286,34 $ 226,63. $3,160,230 $ 272,260 $ 390,28' $ 331,15( $ 296,65¢ $ 348,19(
Net income attributable

Yahoo! Inc. common

stockholders per share—

basic 024 $ 0.1¢ 2.6€ % 0.2 % 0.3¢ $ 0.31 $ 0.2¢ $ 0.3¢
Net income attributable 1

Yahoo! Inc. common

stockholders per share

diluted $ 0.2 $ 0.1¢ 2.6¢ % 0.2 % 0.3 $ 0.3C $ 0.2¢ $ 0.3
Shares used in per share

calculatio— basic 1,215,78. 1,213,32 1,186,04 1,155,95! 1,094,17 1,079,38 1,024,28! 1,012,97.
Shares used in per share

calculatio— diluted 1,226,48! 1,221,71! 1,195,08! 1,168,33 1,108,09! 1,094,69 1,041,69: 1,038,75.

@ Net income attributable to Yahoo! Inc. for the geaended March 31, 2012 includes net restructuiragges of $6 millior

@ Net income attributable to Yahoo! Inc. for the geaended June 30, 2012 includes net restructetiagges of $129 millior

@) Net income attributable to Yahoo! Inc. for the geaended September 30, 2012 includes net restmgtcharges of $25 million and |-
tax gain of $4.6 billion related to the sale oftrba Group Shares, which is included in other iresamat.

@ Net income attributable to Yahoo! Inc. for the geaended December 31, 2012 includes &time distribution of foreign earnings
resulting in an overall net benefit of approximgi®l17 million and net restructuring charges of $iifion.

®) Net income attributable to Yahoo! Inc. for the geaended March 31, 2013 includes net restructuengrsals of $7 millior

®) Net income attributable to Yahoo! Inc. for the deaended June 30, 2013 includes net restructatiagges of $4 million
) Net income attributable to Yahoo! Inc. for the deaended September 30, 2013 includes net restigteversals of less than $1 millic
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®)  Net income attributable to Yahoo! Inc. for the deaended December 31, 2013 includes a gain oroégkatents of $70 million, a goodw
impairment charge of $64 million, and net restraaiy charges of $8 millior

Item 9. Changes in and Disagreements With Accountants orcéenting and Financial Disclosure
None.

Item 9A.  Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompany’s principal executive officer and piral financial officer, has evaluated
the effectiveness of the Company’s disclosure odsaind procedures (as such term is defined insRiBa-15(e) and 15d-15(e) under the
Exchange Act) as of the end of the period covesethis report. Based on such evaluation, the Coryipgincipal executive officer and
principal financial officer have concluded that,cdishe end of such period, the Company’s disclesuntrols and procedures were effective.

Management’s Report on Internal Control Over Finandal Reporting

The Company’s management is responsible for estabfi and maintaining adequate internal controt éwancial reporting as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Bwder the supervision and with the participatidithe Company’s management,
including its principal executive officer and pripal financial officer, the Company conducted aalaation of the effectiveness of its internal
control over financial reporting based on critaxgablished in the framework linternal Control—Integrated Frameworgsued by the
Committee of Sponsoring Organizations of the Tremd@ommission (1992 framework). Based on this eatadn, the Compang’ manageme
concluded that its internal control over financigporting was effective as of December 31, 2013.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or a¢tl misstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

The Company’s independent registered public ac@ogifitm has issued an attestation report regardsgssessment of the Company’s
internal control over financial reporting as of Betber 31, 2013, which appears on page 74.

Changes in Internal Control Over Financial Reporting

There have been no changes in Yahoo's internata@omier financial reporting (as such term is definn Rules 13a-15(f) and 15d-15(f) under
the Exchange Act) during the quarter ended Decelbe?013 that have materially affected, or arssaably likely to materially affect,
internal control over financial reporting.

Iltem 9B.  Other Information
Not applicable
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Item 10.  Directors, Executive Officers and Corporate Goverre

The information required by this item is incorpaaby reference to Yahoo's Proxy Statement fo2@54 Annual Meeting of Shareholders to
be filed with the SEC within 120 days after the efthe fiscal year ended December 31, 2013.

In addition, the Board has adopted a code of ethibgh is posted on the Company’s Website at wwalvop.com. The code of ethics may be
found as follows: From our main Web page, firsticlon “About Yahoo” at the bottom right of the pageen on “More About Yahoo,” then on
“Investor Relations” in the left column, then ondi@orate Governance” then on “Documents” and thiek on “Yahoo Code of Ethics”.

The Company’s code of ethics applies to the Compatiyectors and employees, including our Chief &xive Officer, Chief Financial

Officer, Principal Accounting Officer and Global Gtooller, and to contractors of the Company. Theecof ethics sets forth the fundamental
principles and key policies and procedures thaegothe conduct of the Company’s business. The @oyip employees receive training on
the code of ethics. We intend to disclose any ammemd to, or waiver from, the code of ethics for directors and executive officers, including
our Principal Executive Officer, Principal Finarld@ificer, Principal Accounting Officer or Globalddtroller or persons performing similar
functions, to the extent disclosure is requiredgpplicable rules of the SEC and NASDAQ Stock MatKieE by posting such information on
our Website, at the address and location spedifoede.

ltem 11.  Executive Compensatio

The information required by this item is incorpedby reference to Yahoo's Proxy Statement fo2@54 Annual Meeting of Shareholders to
be filed with the SEC within 120 days after the efithe fiscal year ended December 31, 2013.

Item 12.  Security Ownership of Certain Beneficial Owners alanagement and Related Stockholder Mattt

The information required by this item is incorpadby reference to Yahoo's Proxy Statement fo2@54 Annual Meeting of Shareholders to
be filed with the SEC within 120 days after the efthe fiscal year ended December 31, 2013.

Iltem 13.  Certain Relationships and Related Transactions, addector Independenct

The information required by this item is incorpedby reference to Yahoo's Proxy Statement fo2@54 Annual Meeting of Shareholders to
be filed with the SEC within 120 days after the efithe fiscal year ended December 31, 2013.

Item 14.  Principal Accounting Fees and Service

The information required by this item is incorpaaby reference to Yahoo's Proxy Statement fo2@54 Annual Meeting of Shareholders to
be filed with the SEC within 120 days after the efthe fiscal year ended December 31, 2013.
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Part IV

ltem 15.  Exhibits, Financial Statement Schedule

(a) The following documents are filed as part @ tieport:

1. Consolidated Financial Statements:

Page

Index To Consolidated Financial Stateme

Consolidated Financial Statemer
Report of Independent Registered Public AccourfEinm 74
Consolidated Balance Sheets as of December 31,&01201: 75
Consolidated Statements of Income for each oftiteetyears in the period ended December 31, 76
Consolidated Statements of Comprehensive Incomedah of the three years in the period ended DeeeB1h 201: 77
Consolidated Statements of Stockhol’ Equity for each of the three years in the periodeehDecember 31, 20: 78
Consolidated Statements of Cash Flows for eacheottiree years in the period ended December 3B 80
Notes to Consolidated Financial Stateme 82

2. Financial Statement Schedule

Financial Statement Schedul
Il—Valuation and Qualifying Accounts for each of these years in the period ended December 31, 131
All other schedules are omitted because they arapplicable or the required information is showrlie Consolidated Financ
Statements or Notes there

Supplementary Financial Dat
Selected Quarterly Financial Data (unaudited) liertivo years ended December 31, 2 132

3. Exhibits:
The exhibits listed in the Exhibit Index (followiniye signatures page of this report) are filed wothincorporated by reference in, this report.
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Signatures

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on the 28th day of February 2014.

YAHOO! INC.

By: IS/ KENG OLDMAN
Ken Goldman
Chief Financial Officer

Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes angirgpgKen Goldman and
Ronald S. Bell, or either of them, his or her ateys-in-fact, each with the power of substitutifmm,him or her in any and all capacities, to sigr
any amendments to this Annual Report on Form 10wKta file the same, with Exhibits thereto and otlhecuments in connection therewith
with the Securities and Exchange Commission, heratifying and confirming all that each of saidoatteys-in-fact, or substitute or substitutes
may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblptine following persons on behalf of 1
Registrant and in the capacities and on the dathsated:

Signature Title Date
/s/  MaRIssAA. M AYER Chief Executive Officer, President and Director ~ February 28, 2014
Marissa A. Mayer (Principal Executive Officer
/s/ KENG OLDMAN Chief Financial Officer February 28, 2014
Ken Goldman (Principal Financial Officer
/s/  AMAN S. KOTHARI SVP, Global Controller and Chief Accounting February 28, 2014
Aman S. Kothari Officer

(Principal Accounting Officer

/s/ MAYNARD G. WEBB, JR. Chairman of the Board February 28, 2014
Maynard G. Webb, Jr.

/s/ JoHND. HAYES Director February 28, 2014
John D. Hayes

/s/ SusaNM. JAMES Director February 28, 2014

Susan M. James

/s/ MaxR. LEVCHIN Director February 28, 2014

Max R. Levchin

/'s/ PETERL IGUORI Director February 28, 2014

Peter Liguori

/s/ THOMASJ. M CINERNEY Director February 28, 2014
Thomas J. Mclnerney
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EXHIBIT INDEX

The following exhibits are included, or incorpoitey reference, in this Annual Report on Form 1(aKd are numbered in accordance with
Item 601 of Regulation S-K). Pursuant to Item 60)pof Regulation S-K, this exhibit index immedibt precedes the exhibits.

Exhibit
Number

21

2.2

2.3

3.1(A)

3.1(B)

3.2
4.1

4.2*

10.1+

10.2(A)+

10.2(B)+

Description

Share Repurchase and Preference Share Sale Agteeémand between Alibaba Group Holding Limitece Registrant,
and Yahoo! Hong Kong Holdings Limited, dated ad/afy 20, 2012 (previously filed as Exhibit 2.1 te tRegistrant’s
Current Report on Formr-K filed May 24, 2012 and incorporated herein byerefice)

First Amendment to Share Repurchase and Prefefdmae Sale Agreement, by and between Alibaba Grmlging
Limited, the Registrant, and Yahoo! Hong Kong Ho@gi Limited, dated as of September 11, 2012 (pusiydiled as
Exhibit 2.2 to the Registrg’s Current Report oForm &K filed September 19, 2012 and incorporated hereirefgrence)

Second Amendment to Share Repurchase and Prefe3bace Sale Agreement, by and among Alibaba Gralgith
Limited, the Registrant, and Yahoo! Hong Kong Holgii Limited, dated as of October 14, 2013 (previjofied as Exhibit
2.3 to the Registra’s Current Report on Forn-K filed October 15, 2013 and incorporated hereimdfgrence)

Amended and Restated Certificate of Incorporatiothe Registrant (previously filed as Exhibit 3althe Registrant’s
Quarterly Report on Form -Q filed July 28, 2000 and incorporated herein bgnence)

Certificate of Designation, Preferences and RighfiSeries A Junior Participating Preferred Stockhef Registrant
(previously filed as Exhibit 4.8 to the Registran@uarterly Report on Form 10-Q filed May 4, 2008 ancorporated herein
by reference)

Amended and Restated Bylaws of the Registrant {gusly filed as Exhibit 3.1 to the Registrant’s €t Report on Form
8-K/A filed December 20, 2010 and incorporated hebsimeference)

Form of the Registrant's Common Stock certificgieeyiously filed as Exhibit 4.1 to the Registrar@sarterly Report on
Form 1(-Q filed November 12, 2013 and incorporated hergindfierence)

Indenture (including form of Notes) with respecthe Registrant’'s 0.00% Convertible Senior Notes 2018, dated as of
November 26, 2013, between the Registrant and Emé Bf New York Mellon Trust Company, N.A., as tees (Reflect:
minor corrections to Edgar conversion errors wlaepdus (+) was reflected as a minus (-) in certainversion formulas in
Section 14.04 of the indentur

Form of Indemnification Agreement between the Regig and each of its directors and executive effi¢previously filed
as Exhibit 10.1 to the Registrant’s Quarterly RéporForm 10-Q filed November 6, 2009 and incorpetdherein by
reference)

Yahoo! Inc. 1995 Stock Plan (previously filed asiit 10.1 to the Registrant’s Current Report omnr&-K filed July 13,
2012 and incorporated herein by referen

Form of Stock Option Agreement, including Noticestbck Option Grant, under the Yahoo! Inc.1995 ktelan (previousl
filed as Exhibit 10.2(B) to the Registrant’s QuastdReport on Form 10-Q filed August 8, 2013 anclbirporated herein by
reference)
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Exhibit
Number

10.2(C)+

10.2(D)+

10.2(E)+

10.2(F)+

10.2(G)+

10.2(H)+

10.2(1)+

10.2(2)+

10.2(K)+

10.2(L)+

10.2(M)+

10.2(N)+

10.2(0)+

Description

Form of Stock Option Agreement for Executives, uiihg Notice of Stock Option Grant to Executivedanthe Yahoo!
Inc. 1995 Stock Plan (previously filed as ExhiliitA(C) to the Registrant’s Quarterly Report on FA0RQ filed August 8,
2013 and incorporated herein by referen

Form of Restricted Stock Unit Award Agreement, urtthg Notice of Grant, under the Yahoo! Inc. 19956cR Plan
(previously filed as Exhibit 10.2(D) to the Regisit's Quarterly Report on Form 10-Q filed Augus2813 and
incorporated herein by referenc

Form of Restricted Stock Unit Award Agreement foeeEutives, including Notice of Grant, under the ¥ahinc. 1995
Stock Plan (previously filed as Exhibit 10.2(E)Xbe Registrant’s Quarterly Report on Form 10-Qdfifugust 8, 2013 and
incorporated herein by referenc

Form of Restricted Stock Unit Award Agreement foeeEutives (version 2) under the Yahoo! Inc. 1995cEtlan
(previously filed as Exhibit 10.2(F) to the Registt's Annual Report on Form 10-K filed February 2012 and
incorporated herein by referenc

Form of Performance Restricted Stock Unit Awardéegmnent (TSR version) under the Yahoo! Inc. 1995I5Rlan
(previously filed as Exhibit 10.2(F) to the Registt's Annual Report on Form 10-K filed February 2610 and
incorporated herein by referenc

Form of Performance Restricted Stock Unit Awardeeggnent (2010 AFP version) under the Yahoo! Inc518®ck Plan
(previously filed as Exhibit 10.2(1) to the Regéstt’'s Annual Report on Form 10-K filed February 2610 and
incorporated herein by referenc

Form of Letter Amendment (2011) to Performance iRetetl Stock Unit Award Agreement (2010 AFP ver$iander the
Yahoo! Inc. 1995 Stock Plan (previously filed asiit 10.2(K) to the Registrant’s Annual Reportieorm 10-K filed
February 28, 2011 and incorporated herein by ratere

Form of Second Letter Amendment (2012) to PerfocedRestricted Stock Unit Award Agreement (2010 AERsion)
under the Yahoo! Inc. 1995 Stock Plan (previousgdfas Exhibit 10.2(M) to the Registrant’'s Ann&aport on Form 16
filed February 29, 2012 and incorporated hereindfgrence)

Form of Performance Restricted Stock Unit Awardéement under the Yahoo! Inc. 1995 Stock Plan (ptesly filed as
Exhibit 10.2(L) to the Registrant’s Annual Repontieorm 10-K filed February 28, 2011 and incorpaddierein by
reference)

Form of Restricted Stock Award Agreement underthboo! 1995 Stock Plan (previously filed as Exhitfit2(F) to the
Registrar’'s Quarterly Report on Form -Q filed November 6, 2009 and incorporated hereindfgrence)

Form of Stock Appreciation Rights Award Agreementler the Yahoo! Inc. 1995 Stock Plan (previoudldfias Exhibit
10.23(D) to the Registre’s Quarterly Report on Form -Q filed August 8, 2007 and incorporated hereindfgnence)

Form of Performance Restricted Stock Unit Award éegnent for Executives, including Notice of Gramtger the Yahoo!
Inc. 1995 Stock Plan (previously filed as ExhilfitAto the Registrant’s Current Report on Form &léd March 6, 2013
and incorporated herein by referenc

Form of Performance Restricted Stock Unit Award éegnent for Executives (2012 TSR version) undeiYigoo! Inc.
1995 Stock Plan (previously filed as Exhibit 10.2(@the Registrant’s Quarterly Report on Form 16+ May 7, 2013
and incorporated herein by referenc
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Exhibit
Number

10.2(P)+

10.3(A)+

10.3(B)+

10.4(A)+

10.4(B)+

10.4(C)+

10.5
10.6

10.7

10.8

10.9

10.10+
10.11+

10.12+

Description

Form of Restricted Stock Unit Award Agreement Leienendment between the Registrant and executegarding tax
withholding elections (previously filed as Exhitiid.2(P) to the Registrant’s Quarterly Report omir@0-Q filed November
12, 2013 and incorporated herein by referer

Yahoo! Inc. 1996 Employee Stock Purchase Plan {pusly filed as Exhibit 10.3(A) to the Registran@aiarterly Report on
Form 1(-Q filed November 8, 2012 and incorporated hereindbgrence)

Form of Enrollment Agreement under the Yahoo! 1296 Employee Stock Purchase Plan (previously fikeé&xhibit 10.3
(B) to the Registra’s Quarterly Report on Form -Q filed November 8, 2012 and incorporated hereindbgrence)

Yahoo! Inc. 1996 Directors’ Stock Plan (previou§lgd as Exhibit 10.2 to the Registrant’s Currerf@rt on Form 8-K filed
July 13, 2012 and incorporated herein by referet

Form of Director Nonstatutory Stock Option Agreemémcluding Notice of Grant, under the Yahoo! 16896 Directors’
Stock Plan (previously filed as Exhibit 10.4(B)the Registrant’s Quarterly Report on Form 10-Qdfifugust 9, 2010 and
incorporated herein by referenc

Form of Notice of Restricted Stock Unit Grant anidebtor Restricted Stock Unit Award Agreement unither Yahoo! Inc.
1996 Directors’ Stock Plan (previously filed as iih10.4(C) to the Registrant’s Quarterly RepantFeorm 10-Q filed
August 9, 2010 and incorporated herein by refergl

Joint Venture Agreement dated April 1, 1996 by bativeen the Registrant and SOFTBANK Corporatiop\(jously filed as
Exhibit 10.7 to the Registre’s Annual Report on Form -K filed March 21, 2003 and incorporated herein &fgrence)

Amendment Agreement dated September 17, 1997 bpetmeeen Registrant and SOFTBANK Corporation (presiy filed
as Exhibit 10.11 to the Registr’s Annual Report on Form -K filed March 21, 2003 and incorporated herein éference)

Yahoo Japan License Agreement dated April 1, 190&rd between the Registrant and Yahoo Japan Cudipor(previously
filed as Exhibit 10.43 to Amendment No. 2 to thegR#rant’s Registration Statement on Form S-3, &eafion No. 333-
100298, filed on December 23, 2002 and incorporatzdin by reference

Amendment to Yahoo Japan License Agreement datet@i®@ber 12, 1997 by and between the RegistranYahdo Japan
Corporation (previously filed as Exhibit 10.40 ton&ndment No. 1 of the Registrant’s Registratioriebt@nt on Form S-3,
Registration No. 35100298, filed on November 27, 2002 and incorporata@in by reference

Amendment No. 2 to Yahoo Japan License Agreemdrtidianuary 31, 2005 by and between the RegistrahYahoo Jap:
Corporation (previously filed as Exhibit 10.30 letRegistrant’s Annual Report on Form 10-K filedrbtall, 2005 and
incorporated herein by referenc

Summary of Compensation Payable to Named ExecQtifieers (previously filed as Exhibit 10.10 to tRegistrant’s
Quarterly Report on Form -Q filed November 8, 2012 and incorporated hereindégrence)

Yahoo! Inc. Executive Incentive Plan for 2013 (poasly filed as Exhibit 10.1 to the Registrant’srfzunt Report on Form 8-
K filed March 6, 2013 and incorporated herein tigrence)

Form of Severance Agreement (2013 version) (presljoliled as Exhibit 10.6 to the Registrant’s Cumtr®eport on Form &
filed March 6, 2013 and incorporated herein by nefee).
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Exhibit
Number

10.13+

10.14(A)1

10.14(B)1

10.14(C)’

10.14(D)*

10.14(E)1

10.14(F)1

10.14(G)

10.14(H)’

10.14(1)t

10.14(J)t

10.14(K)1

Description

Yahoo! Inc. Change in Control Employee Severanes Rir Level | and Level Il Employees, as amendedecember 10,
2008 (previously filed as Exhibit 10.15 to the Retgint’s Annual Report on Form 10-K filed Februam; 2009 and
incorporated herein by referenc

Letter Agreement, dated July 29, 2009, betweerRtgistrant and Microsoft Corporation (previousledi as Exhibit 10.21
(A) to the Registrar's Quarterly Report on Form -Q filed November 6, 2009 and incorporated hereindfgrence)

Search and Advertising Services and Sales Agreemated December 4, 2009, between the Registranisrosoft
Corporation (previously filed as Exhibit 10.18(B)the Registrant’'s Annual Report on Form 10-K filegbruary 26, 2010
and incorporated herein by referenc

License Agreement, dated December 4, 2009, bettireeRegistrant and Microsoft Corporation (previguged as Exhibit
10.18(C) to the Registre’s Annual Report on Form -K filed February 26, 2010 and incorporated hergimeference)

First Amendment to Search and Advertising Servares Sales Agreement, dated as of July 14, 2018ntdybetween the
Registrant and Microsoft Corporation (previouslgdias Exhibit 10.18(D) to the Registrant’s Qudyt&eport on Form 10-
Q filed May 10, 2011 and incorporated herein bgrefce)

Second Amendment to Search and Advertising SergndsSales Agreement, dated as of October 10, 2§1and between
the Registrant and Microsoft Corporation (previgudged as Exhibit 10.18(E) to the Registrant’s @ady Report on Form
1C-Q filed May 10, 2011 and incorporated herein byrefice)

Third Amendment to Search and Advertising Servares Sales Agreement, dated as of March 31, 201antyetween the
Registrant and Microsoft Corporation (previouslgdias Exhibit 10.18(F) to the Registrant’'s QuédytBeport on Form 1@
filed May 10, 2011 and incorporated herein by refiee).

Amendment No. 1 to License Agreement, dated asctétéer 10, 2010, by and between the RegistraniMiomsoft
Corporation (previously filed as Exhibit 10.18(®)the Registrant’s Quarterly Report on Form 10{€dfMay 10, 2011 and
incorporated herein by referenc

Fourth Amendment to Search and Advertising SendcesSales Agreement, dated as of December 13, B9Hnd
between the Registrant and Microsoft Corporatioa\jpusly filed as Exhibit 10.18(H) to Amendment.Noto the
Registrar’s Quarterly Report on Form -Q filed December 2, 2011 and incorporated hereirefgrence)

Fifth Amendment to Search and Advertising Servimed Sales Agreement, dated as of July 2, 2011ntypatween the
Registrant and Microsoft Corporation (previousledias Exhibit 10.18(1) to Amendment No. 1 to thegRtrant’s Quarterly
Report on Form 1-Q filed December 2, 2011 and incorporated hereirefgrence)

Sixth Amendment to Search and Advertising Servaresd Sales Agreement, dated as of October 14, 291dnd between
the Registrant and Microsoft Corporation (previguged as Exhibit 10.18(J) to the Registrant’s Qady Report on Form
1C-Q filed November 7, 2011 and incorporated hereindfgrence)

Seventh Amendment to Search and Advertising Ses\aoe Sales Agreement, dated as of January 1, BQEhd between
the Registrant and Microsoft Corporation (previgudged as Exhibit 10.16(K) to the Registrant’s Quaaly Report on Form
1C-Q filed August 9, 2012 and incorporated hereindfenence)
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Exhibit
Number

10.14(L)t

10.14(M)1

10.15(A)t

10.15(B)

10.16

10.17(A)+

10.17(B)+

10.17(C)+

10.17(D)+

10.17(E)+

10.17(F)+

Description

Eighth Amendment to Search and Advertising Servézes Sales Agreement, dated as of June 6, 201&hdpetween the
Registrant and Microsoft Corporation (previouslgdias Exhibit 10.16(L) to the Registrant’s Quadyt&eport on Form 10-
Q filed August 9, 2012 and incorporated hereindfenrence)

Ninth Amendment to Search and Advertising Servares Sales Agreement, dated as of June 27, 20k dbetween th
Registrant and Microsoft Corporation (previouslgdias Exhibit 10.15(M) to the Registrant’s Qudyt&eport on Form
1C-Q filed August 8, 2013 and incorporated hereindfgnence)

Framework Agreement, dated as of July 29, 201Brad/among the Registrant, Alibaba Group Holdingitaoh Softbank
Corp., Alipay.com Co., Ltd., APN Ltd., Zhejiang Baba E-Commerce Co., Ltd., Jack Ma Yun, Josepls&i.dnd certain
joinder parties (previously filed as Exhibit 10dlAmendment No. 1 to the Registr's Current Report on Form 8-K filed
August 12, 2011 and incorporated herein by refexp

Amendment to Framework Agreement, dated as of Noveerh5, 2012, by and among the Registrant, Alidafzauip
Holding Limited, Softbank Corp., Alipay.com Co.d.t APN Ltd., Zhejiang Alibaba E-Commerce Co., |tthck Ma Yun,
Joseph C. Tsai and certain joinder parties (presiofiled as Exhibit 10.18 (B) to the RegistramAsnual Report on Form
1C-K filed March 1, 2013 and incorporated herein bigrence).

Settlement Agreement, dated May 13, 2012, amon&éggstrant, Third Point LLC and each of the othersons set forth
on the signature pages thereto (previously file>asbit 99.01 to the Registrant’s Current Repartrmrm 8-K filed May
14, 2012 and incorporated herein by referer

Employment Offer Letter, dated July 16, 2012, betwthe Registrant and Marissa A. Mayer (previofitdgl as Exhibit
10.1 to the Registra’s Current Report on Forn-K filed July 19, 2012 and incorporated herein tigrence)

Restricted Stock Unit Award Agreement (CEO Make-\éh@rant), dated July 26, 2012, between the Regisand
Marissa A. Mayer (previously filed as Exhibit 10(B2 to the Registrant’s Quarterly Report on ForrrQ@iled August 9,
2012 and incorporated herein by referen

Form of Restricted Stock Unit Award Agreement (CE&ention and Annual Grants), between the Registiach Marissa
A. Mayer (previously filed as Exhibit 10.22(C) teetRegistrant’s Quarterly Report on Form 10-Q fitedyust 9, 2012 and
incorporated herein by referenc

Performance Stock Option Agreement (Retention Grartluding Notice of Performance Stock Option @ralated
November 29, 2012, between the Registrant and ktaAs Mayer (previously filed as Exhibit 10.21(D)the Registra’s
Annual Report on Form -K filed March 1, 2013 and incorporated herein bigrence).

Performance Stock Option Agreement (Annual Gran¢juding Notice of Performance Stock Option Gratated
November 29, 2012, between the Registrant and BtaAs Mayer (previously filed as Exhibit 10.21(B)the Registrar’s
Annual Report on Form -K filed March 1, 2013 and incorporated herein bigrence).

Form of Performance Restricted Stock Unit Award égmnent between the Registrant and Marissa A. Mayauding
Notice of Grant, under the Yahoo! Inc. 1995 StotdnRpreviously filed as Exhibit 10.3 to the Rerast's Current Report
on Form i-K filed March 6, 2013 and incorporated herein bigrence)
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Exhibit
Number

10.17(G)-

10.17(H)+

10.18(A)+

10.18(B)+

10.19(A)4

10.19(B)+

10.19(C)4

10.19(D)A

10.19(E)+

10.20(A)

10.20(B)

10.21(A)

Description

Form of Restricted Stock Unit Award Agreement betwéhe Registrant and Marissa A. Mayer, includiragide of Gran
Plan, under the Yahoo! Inc. 1995 Stock Plan (preslipfiled as Exhibit 10.5 to the Registrant’s Guntr Report on
Form &K filed March 6, 2013 and incorporated herein bigrence)

Form of Severance Agreement between the RegistrahMarissa A. Mayer (previously filed as ExhidX 7 to the
Registrar’s Current Report on Forn-K filed March 6, 2013 and incorporated herein Hgrence)

Employment Offer Letter, dated September 23, 202Byeen the Registrant and Ken Goldman (previdilsly as
Exhibit 10.1 to the Registrant’s Current Reportramm 8-K filed September 26, 2012 and incorporateetin by
reference)

Performance Stock Option Agreement, including Not€ Performance Stock Option Grant, dated NoveraBeR012,
between the Registrant and Ken Goldman (previdiilsly as Exhibit 10.22(B) to the RegistrasAnnual Report on For
1C-K filed March 1, 2013 and incorporated herein bigrence).

Employment Offer Letter, dated October 15, 2012wken the Registrant and Henrique de Castro (puslydiled as
Exhibit 10.1 to the Registre's Current Report on Forn-K filed October 15, 2012 and incorporated hereimdfgrence)

Restricted Stock Unit Award Agreement (Make-Whola@), dated November 29, 2012, between the Ragisénd
Henrigue de Castro (previously filed as ExhibitzZBJB) to the Registrant’s Annual Report on FormKlled March 1,
2013 and incorporated herein by referen

Restricted Stock Unit Award Agreement (Initial Ghamlated November 29, 2012, between the RegisarashiHenrique
de Castro (previously filed as Exhibit 10.23(C}he Registrant’s Annual Report on Form 10-K fileargh 1, 2013 and
incorporated herein by referenc

Performance Stock Option Agreement, including Not€ Performance Stock Option Grant, dated NoveraBeR012,
between the Registrant and Henrique de Castroifurgly filed as Exhibit 10.23(D) to the Registranf&nnual Report on
Form 1(-K filed March 1, 2013 and incorporated herein Hgrence).

Form of Severance Agreement between the RegistrahtHenrique de Castro (previously filed as ExHIBi23(E) to the
Registrar’s Quarterly Report on Form -Q filed May 7, 2013 and incorporated herein by refiee).

Credit Agreement, dated as of October 19, 2012 rfdyamong the Registrant, the initial lenders natherkin, Citibank,
N.A., as Administrative Agent, HSBC Bank USA, Nai# Association as Syndication Agent and Citigr@lpbal
Markets Inc. and HSBC Securities (USA) Inc., asitbead Arrangers and Joint Bookrunners (previofikdg as Exhibit
10.1 to the Registra’s Current Report on Forn-K filed October 22, 2012 and incorporated hereimdfgrence)

Amendment No. 1 to Credit Agreement, dated as ek 10, 2013, by and among the Registrant, theeles named
therein, and Citibank, N.A. as Administrative Agépteviously filed as Exhibit 10.1 to the RegisttarCurrent Report o
Form &K filed October 15, 2013 and incorporated hereindfgrence)

Purchase Agreement, dated July 22, 2013, amongebestrant, Third Point, LLC, Daniel S. Loeb, ThRdint Partners
L.P., Third Point Partners Qualified L.P., ThirditdOffshore Master Fund L.P., Third Point Ultra &er Fund L.P. and
Third Point Reinsurance Company, Ltd. (previoudldfas Exhibit 99.1 to the Registrant’s Currenp&# on Form 8-K
filed on July 25, 2013 and incorporated hereindfgmrence)
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10.21(B) Amendment to Agreement, dated July 22, 2013, batwlee Registrant, Third Point, LLC and each ofdlieer persons set
forth on the signature pages thereto (previousylfas Exhibit 99.2 to the Registrant’s Current&epn Form 8-K filed
on July 25, 2013 and incorporated herein by refeag

10.22 Form of Call Option Confirmation between Yahoo &aath Option Counterparty (previously filed as EXhi.1 to the
Registrar’'s Current Report on Forn-K filed November 26, 2013 and incorporated hergimdference)

10.23 Form of Warrant Confirmation between Yahoo and éaption Counterparty (previously filed as Exhibit.2 to the

Registrar’'s Current Report on Forn-K filed November 26, 2013 and incorporated hergimdference)
21.1* List of Subsidiaries

23.1* Consent of Independent Registered Public Accourfing.

24.1 Power of Attorney (see the signature page of tlaual Report on Form -K.)

31.1* Certificate of Chief Executive Officer Pursuant3ecurities Exchange Act Rules 13a-14(a) and 15d)34 Adopted
Pursuant to Section 302 of the Sarb-Oxley Act of 2002, dated February 28, 20

31.2* Certificate of Chief Financial Officer PursuantSecurities Exchange Act Rules 13a-14(a) and 15d)Xa& Adopted
Pursuant to Section 302 of the Sarb-Oxley Act of 2002, dated February 28, 20

32** Certificate of Chief Executive Officer and Chiefncial Officer Pursuant to Securities ExchangeRdes 13at4(b) anc
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February 28, 201+

101.INS* XBRL Instance

101.SCH’ XBRL Taxonomy Extension Schen
101.CAL* XBRL Taxonomy Extension Calculatic
101.DEF* XBRL Taxonomy Extension Definitio
101.LAB* XBRL Taxonomy Extension Labe
101.PRE’ XBRL Taxonomy Extension Presentati

*  Filed herewith

**  Furnished herewitt
Indicates a management contract or compensatonygplarrangemen

t  Portions of this exhibit have been omitted atetifseparately with the U.S. Securities and Exce@@gmmission pursuant to a request for
confidential treatmen
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INDENTURE, dated as of November 26, 2013, betweAH®O! INC., a Delaware corporation, as issuer (tf@mpany”, as more
fully set forth in Section 1.01) and THE BANK OF MEYORK MELLON TRUST COMPANY, N.A., a national barig association, as
trustee (the Trustee”, as more fully set forth in Section 1.01).

WITNESSETH:

WHEREAS, for its lawful corporate purposes, the @amy has duly authorized the issuance of its 0.@@¥tvertible Senior Notes due
2018 (the “Notes”), initially in an aggregate principal amount riotexceed $1,250,000,000 (as increased by an arequat to the aggregate
principal amount of any additional Notes purchdsgdhe Initial Purchasers pursuant to the exemigheir overallotment option as set forth
the Purchase Agreement), and in order to providedims and conditions upon which the Notes aletauthenticated, issued and delivered,
the Company has duly authorized the execution afidedty of this Indenture; and

WHEREAS, the Form of Note, the certificate of autfieation to be borne by each Note, the Form ofd¢odf Conversion, the Form of
Fundamental Change Repurchase Notice and the Folissgnment and Transfer to be borne by the Natego be substantially in the forms
hereinafter provided; and

WHEREAS, all acts and things necessary to maké&ltites, when executed by the Company and authestieatd delivered by the
Trustee or a duly authorized authenticating agesin this Indenture provided, the valid, bindimgl éegal obligations of the Company, and
Indenture a valid agreement according to its telrase been done and performed, and the executittrisaihndenture and the issuance
hereunder of the Notes have in all respects belradthorized.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

That in order to declare the terms and conditiggenuwhich the Notes are, and are to be, autheatic&sued and delivered, and in
consideration of the premises and of the purchadeaaceptance of the Notes by the Holders theteefCompany covenants and agrees with
the Trustee for the equal and proportionate benéftie respective Holders from time to time of Mhates (except as otherwise provided
below), as follows:

ARTICLE 1
D EFINITIONS

Section 1.01Definitions. The terms defined in this Section 1.01 (exceffieasin otherwise expressly provided or unlesstmext
otherwise requires) for all purposes of this Indeatand of any indenture supplemental hereto slaalkk the respective meanings specified in
this Section 1.01. The wor“herein” “hereof” “hereunde” and words of similar impo



refer to this Indenture as a whole and not to aryiqular Article, Section or other subdivision.elterms defined in this Article include the
plural as well as the singular.

“ 144A Restricted” shall have the meaning specified in Section 4&D6(

“ Additional Shares” shall have the meaning specified in Section 1&ap3

“ Affiliate " of any specified Person means any other Perseettli or indirectly controlling or controlled by ander direct or indirect
common control with such specified Person. Fomptingoses of this definition, “controlWwhen used with respect to any specified Person &
the power to direct or cause the direction of ttlemagement and policies of such Person, directigdirectly, whether through the ownership

of voting securities, by contract or otherwise; #imelterms “controlling” and “controlled” have méags correlative to the foregoing.

“ Bid Solicitation Agent” means the Person appointed by the Company toitsbids for the Trading Price of the Notes in ademce
with Section 14.01(b)(i). The Trustee shall iniffadct as the Bid Solicitation Agent.

“ Board of Directors " means the board of directors of the Company asramittee of such board duly authorized to acitfbereunder.

“ Board Resolution” means a copy of a resolution certified by ther8&gy or an Assistant Secretary of the Comparhate been duly
adopted by the Board of Directors, and to be ihfeute and effect on the date of such certificatiand delivered to the Trustee.

“ Business Day’ means, with respect to any Note, any day other éh@aturday, a Sunday or a day on which the FeBesdrve Bank (
New York is authorized or required by law, regudator executive order to close or be clos

“ Capital Stock” means, for any entity, any and all shares, irstesterights to purchase, warrants, options, pagt@ns or other
equivalents of or interests in (however designaséoljk issued by that entity.

“ Cash Settlement’ shall have the meaning specified in Section 1&p2

“ Clause A Distribution ” shall have the meaning specified in Section 1&p4

“ Clause B Distribution ” shall have the meaning specified in Section 1&p4

“ Clause C Distribution” shall have the meaning specified in Section 1&D4

“ close of business means 5:00 p.m. (New York City time).

“ Combination Settlement” shall have the meaning specified in Section 1&j2

“ Commission” means the U.S. Securities and Exchange Commission

2



“ Common Equity " of any Person means Capital Stock of such Petsatris generally entitled (a) to vote in the dlatbf directors of
such Person or (b) if such Person is not a corjporaio vote or otherwise participate in the saetetof the governing body, partners, manager
or others that will control the management or petof such Person.

“ Common Stock” means the common stock of the Company, par vdu@01 per share, at the date of this Indentutgestito
Section 14.07.

“ Company” shall have the meaning specified in the firstgomaph of this Indenture, and subject to the prongof Article 11, shall
include its successors and assigns.

“ Company Order " means a written order of the Company, sigheda)ytiie Company’s Chief Executive Officer, Chief &iial
Officer, Chief Accounting Officer, President, Exége or Senior Vice President or any Vice Presidqerttether or not designated by a number
or numbers or word or words added before or affietitle “Vice President”) and (b) any such othdfic@r designated in clause (a) of this
definition or the Company’s Treasurer or Assisthrgasurer or Secretary or any Assistant Secreday delivered to the Trustee.

“ Consolidated” means the consolidation of accounts in accordavittegenerally accepted accounting principleshie nited States as
in effect from time to time.

“ Conversion Agent” shall have the meaning specified in Section 4.02.

“ Conversion Date” shall have the meaning specified in Section 1&D2

“ Conversion Obligation” shall have the meaning specified in Section 1&p1

“ Conversion Price” means as of any date, $1,00@/ided bythe Conversion Rate as of such date.
“ Conversion Rate” shall have the meaning specified in Section 11

“ Corporate Trust Office " means the office of the Trustee at which at aastipular time its corporate trust business in Bogeles,
California shall be principally administered, whicffice as of the date of this instrument is lodadt 400 South Hope Street, Suite 400, Los
Angeles, California 90071, except that with respeqiresentation of Notes for payment or for regtiin of transfer, conversion or exchange,
such term shall mean the office or agency of thesfBe at which at any particular time its corpoeafency business shall be conducted, whict
office at the date of this instrument is located@t Barclay Street, New York, New York 10286; Atien: Corporate Trust Division —
Corporate Finance Unit, or, in the case of anyuchffices or agency, such other address as th&td@ may designate from time to time by
written notice to the Holders and the Companyherdesignated corporate trust office of any sucrdssstee (or such other address as such
successor trustee may designate from time to tyneokice to the Holders and the Company).

“ Custodian” means the Trustee, as custodian for The Depgsitarst Company, with respect to the Global Notesany successor
entity thereto.



“ Daily Conversion Value” means, for each of the 30 consecutive Tradingsrhyring the Observation Period, one-thirtieth Q1#3of
the product of (a) the Conversion Rate on suchifiggDay and (b) the Daily VWAP on such Trading Day.

“ Daily Measurement Value” means the Specified Dollar Amount (if andjyided by30.

“ Daily Settlement Amount,” for each of the 30 consecutive Trading Days miyithe Observation Period, shall consist of:

(a) cash in an amount equal to the lesser of éi)Xhily Measurement Value and (ii) the Daily Corsien Value on such Trading
Day; and

(b) if the Daily Conversion Value on such TradingyDexceeds the Daily Measurement Value, a numbghares of Common Stc
equal to (i) the difference between the Daily Caosign Value and the Daily Measurement Valdigjded by(ii) the Daily VWAP for
such Trading Day.

“ Daily VWAP " means the per share volume-weighted average psicisplayed under the heading “Bloomberg VWAPBimomberg
page “YHOO <equity> AQR” (or its equivalent sucamsi such page is not available) in respect offihaod from the scheduled open of
trading until the scheduled close of trading of phienary trading session on such Trading Day (suih volume-weighted average price is
unavailable, the market value of one share of the@on Stock on such Trading Day determined, usimglameweighted average method,
a nationally recognized independent investment ingnfikm retained for this purpose by the Compafjje “ Daily VWAP " shall be
determined without regard to after-hours tradinguy other trading outside of the regular tradiegs#on trading hours.

“ Default ” means any event that is, or after notice or p@s®d time, or both, would be, an Event of Default.

“ Defaulted Amounts” means any amounts on any Note (including, witHmnitation, the Fundamental Change RepurchasesPric
principal and interest) that are payable but atgonactually paid or duly provided for.

“ Depositary” means, with respect to each Global Note, thed®especified in Section 2.05(c) as the Depositatli vespect to such
Notes, until a successor shall have been appoarddecome such pursuant to the applicable prasibthis Indenture, and thereaft”
Depositary” shall mean or include such successor.

“ Distributed Property ” shall have the meaning specified in Section 1&p4
“ Effective Date” shall have the meaning specified in Section 1&)&xcept that, as used in Section 14.(Bfféctive Date” means th
first date on which shares of the Common Stocketimu the applicable exchange or in the applicalagkeat, regular way, reflecting the relev

share split or share combination, as applicable.

“ Event of Default” shall have the meaning specified in Section 6.01.
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“ Ex-Dividend Date” means the first date on which shares of the ComBtock trade on the applicable exchange or irafipdicable
market, regular way, without the right to receikie tssuance, dividend or distribution in questfoorn the Company or, if applicable, from the
seller of Common Stock on such exchange or maikéhé form of due bills or otherwise) as deterndifay such exchange or market.

“ Exchange Act” means the Securities Exchange Act of 1934, asded; and the rules and regulations promulgategdineler.

“ Form of Assignment and Transfer” shall mean the “Form of Assignment and Transttached as Attachment 3 to the Form of Note
attached hereto as Exhibit A.

“ Form of Fundamental Change Repurchase Noticéshall mean the “Form of Fundamental Change Rdmasge Notice” attached as
Attachment 2 to the Form of Note attached heretBdmbit A.

“ Form of Note” shall mean the “Form of Note” attached heret&akibit A.

“ Form of Notice of Conversion” shall mean the “Form of Notice of Conversion"aathed as Attachment 1 to the Form of Note attache
hereto as Exhibit A.

“ Fundamental Change” shall be deemed to have occurred at the time #fteNotes are originally issued if any of thddaling occurs:

(a) a “person” or “group” within the meaning of Sea 13(d) of the Exchange Act, other than the Canyp its controlled
Subsidiaries and the employee benefit plans o€tn@pany and its wholly owned Subsidiaries, fil&dcahedule TO or any schedule, fo
or report under the Exchange Act disclosing thahquerson or group, has become the direct or icditeneficial owner,” as defined in
Rule 13d-3 under the Exchange Act, of the Compa@gisimon Equity representing more than 50% of thanggower of the
Company’s Common Equity;

(b) the consummation of (Agny recapitalization, reclassification or changéhef Common Stock (other than changes resulting
a subdivision or combination) as a result of whitolh Common Stock would be converted into, or exgkdrfor, stock, other securities,
other property or assets; (B) any share exchamgsotidation or merger of the Company pursuanth@ivthe Common Stock will be
converted into cash, securities or other propertyssets; or (C) any sale, lease or other tramsfame transaction or a series of
transactions of all or substantially all of the solidated assets of the Company and its Subsidiadaken as a whole, to any Person othe
than one of the Company’s controlled Subsidiapesyided, however, that neither (i) a transaction described in ata{) in which the
holders of all classes of the Company’s Common tgqaimediately prior to such transaction own, dilgor indirectly, more than 50%
of all classes of Common Equity of the continuimgsorviving corporation or transferee or the patbeteof immediately after such
transaction in substantially the same proportiansueh ownership immediately prior to such transagator (ii) any merger of the
Company solely for the purpose of changing the Camgfs jurisdiction of
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incorporation, that results in a reclassificatioonversion or exchange of outstanding shares ofr@@mStock solely into shares of
common stock of the surviving entity shall be a dlamental Change pursuant to this clause (b);

(c) the stockholders of the Company approve any ptgproposal for the liquidation or dissolutiontbé Company; or

(e) the Common Stock ceases to be listed or quarteahy of The New York Stock Exchange, The NASDARKaAI Select Market
or The NASDAQ Global Market (or any of their resfpee successors);

provided, however, that a transaction or transactions describedbinses (a) or (b) above shall not constitute a Borahtal Change if at least
90% of the consideration received or to be recebyethe common stockholders of the Company, exalpdash payments for fractional share:
and cash payments made pursuant to dissentersiaglptights, in connection with such transactiotransactions consists of shares of
common stock, common shares, ordinary shares arsttapy shares evidencing interest in common sharesdinary shares that are listed or
guoted on any of The New York Stock Exchange, TASNAQ Global Select Market or The NASDAQ Global Mat (or any of their
respective successors) or will be so listed or egh@then issued or exchanged in connection with sacisaction or transactions and as a resu
of such transaction or transactions the Notes beamnvertible into such consideration, excludinghcgayments for fractional shares (subject
to the provisions of Section 14.07).

For the purposes of this definition, “control,” whased with respect to any specified Person méengdwer to direct or cause the
direction of the management and policies of suaisd®e directly or indirectly, whether through therership of voting securities, by contract
or otherwise; and the terms “controlling” and “cailied” have meanings correlative to the foregoing.

“ Fundamental Change Company Noticé shall have the meaning specified in Section 1&2

“ Fundamental Change Repurchase Datéshall have the meaning specified in Section 1&p2

“ Fundamental Change Repurchase Noticeéshall have the meaning specified in Section 16{D.

“ Fundamental Change Repurchase Pricéshall have the meaning specified in Section 1&n2

“ Global Note” shall have the meaning specified in Section Z2P5(

“ Holder ,” as applied to any Note, or other similar terdmst(excluding the term “beneficial holder”), shadéan any Person in whose
name at the time a particular Note is registeretherNote Register.



“ Indenture " means this instrument as originally executedfamended or supplemented as herein providedy asnended or
supplemented.

“ Initial Purchasers ” means J.P. Morgan Securities LLC, Goldman, S&k®., Merrill Lynch, Pierce, Fenner & Smith Incamated,
Citigroup Global Markets Inc. and Morgan StanleyC&. LLC.

“ Last Reported Sale Price’ of the Common Stock on any date means the clostg price per share (or if no closing sale pisce
reported, the average of the bid and ask pricei§ mgre than one in either case, the averageetlerage bid and the average ask prices) on
that date as reported in composite transactionthéoprincipal U.S. national or regional securigashange on which the Common Stock is
traded. If the Common Stock is not listed for tradon a U.S. national or regional securities exgkain the relevant date, thédst Reported
Sale Price” shall be the last quoted bid price for the Comr&ock in the over-the-counter market on the reledate as reported by OTC
Markets Group Inc. or a similar organization. & tBommon Stock is not so quoted, tHeast Reported Sale Pric€ shall be the average of
the mid-point of the last bid and ask prices fa @ommon Stock on the relevant date from each lefaat three nationally recognized
independent investment banking firms selected bydbmpany for this purpose. Thé&dst Reported Sale Price€’ shall be determined without
regard to after-hours trading or any other tradintside of regular trading session hours.

“ Legend Removal Daté shall have the meaning specified in Section 4D6(

“ Make-Whole Fundamental Change€’ means any transaction or event that constitutésralamental Change (as defined above and
determined after giving effect to any exceptionsitexclusions from such definition, but withougaed to subclause (i) of thprovisoin clause
(b) of the definition thereof).

“ Market Disruption Event " means, for the purposes of determining amounésiughon conversion (a) a failure by the primary U.S.
national or regional securities exchange or maskethich the Common Stock is listed or admittedtfading to open for trading during its
regular trading session or (b) the occurrence mtexce prior to 1:00 p.m., New York City time, amy Scheduled Trading Day for the
Common Stock for more than one half-hour periothsmaggregate during regular trading hours of aispsnsion or limitation imposed on
trading (by reason of movements in price exceeliinigs permitted by the relevant stock exchangetberwise) in the Common Stock or in
any options contracts or future contracts relatimthe Common Stock.

“ Material Subsidiary " means a Subsidiary of the Company that, whenaateted with the Subsidiaries of such Subsidiaither
(i) generated 10% or more of the Consolidated ragsrof the Company and its Subsidiaries, takenvesote or (ii) owns 10% or more of the
Consolidated total assets of the Company and isi8iaries, taken as a whole, in each case as meghpursuant to the financial statement:
the most recently ended fiscal quarter or fiscalryecluded in the reports filed (or deemed filadth the Trustee pursuant to Section 4.06(b).

“ Maturity Date " means December 1, 2018.



“ Measurement Period” shall have the meaning specified in Section 1hj({).

“ Merger Event ” shall have the meaning specified in Section 17

“ Note” or “ Notes” shall have the meaning specified in the firstggmaph of the recitals of this Indenture.
“ Note Register” shall have the meaning specified in Section 2ap5(

“ Note Registrar” shall have the meaning specified in Section 2ap5(

“ Notice of Conversion” shall have the meaning specified in Section 12

“ Observation Period” with respect to any Note surrendered for conwersneans: (i) if the relevant Conversion Date ogquior to
September 1, 2018, the 30 consecutive Trading [Bapg beginning on, and including, the second Trgdday immediately succeeding such
Conversion Date; and (ii) if the relevant Convensizate occurs on or after September 1, 2018, theoB8ecutive Trading Days beginning on,
and including, the 32nd Scheduled Trading Day imatety preceding the Maturity Date.

“ Offering Memorandum " means the preliminary offering memorandum datedéinber 20, 2013, as supplemented by the related
pricing term sheet dated November 20, 2013, rajatirthe offering and sale of the Notes.

“ Officer " means, with respect to the Company, the PresideatChief Executive Officer, the Chief Finandifficer, the Chief
Accounting Officer, the Treasurer, any AssistargaBurer, the Secretary, any Assistant Secretayyggecutive or Senior Vice President or
any Vice President (whether or not designated byraber or numbers or word or words added befoedter the title “Vice President”).

“ Officer’s Certificate ,” when used with respect to the Company, mearstiicate that is delivered to the Trustee and thaigned by
an Officer of the Company. Each such certificat@lshclude the statements provided for in Secfi@rD5 if and to the extent required by the
provisions of such Section. The Officer giving affi€@r’s Certificate pursuant to Section 4.08 shlthe principal executive, financial or
accounting officer of the Company.

“ open of busines$ means 9:00 a.m. (New York City time).

“ Opinion of Counsel” means an opinion in writing signed by legal caelngrho may be an employee of or counsel to the fgzmy, that
is delivered to the Trustee, which opinion may aomtustomary exceptions and qualifications asi¢omatters set forth therein. Each such
opinion shall include the statements provided fioéction 17.05 if and to the extent required lyprovisions of such Section 17.05.

“ outstanding ,” when used with reference to Notes, shall, sulijethe provisions of Section 8.04, mean, as gf@articular time, all
Notes authenticated and delivered by the Trustderutis Indenture, excey
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(a) Notes theretofore canceled by the Trustee @zmied by the Trustee for cancellation;

(b) Notes, or portions thereof, that have becormeahd payable and in respect of which monies im#uessary amount shall have
been deposited in trust with the Trustee or wity Baying Agent (other than the Company) or shalkhzeen set aside and segregated it
trust by the Company (if the Company shall actaswn Paying Agent);

(c) Notes that have been paid pursuant to Secti@® @ Notes in lieu of which, or in substitutiaar fvhich, other Notes shall have
been authenticated and delivered pursuant to thestef Section 2.06 unless proof satisfactory &oThustee is presented that any such
Notes are held by protected purchasers in due epurs

(d) Notes converted pursuant to Article 14 and ieglto be canceled pursuant to Section 2.08; and

(e) Notes repurchased by the Company pursuanetpehultimate sentence of Section 2.10.
“ Paying Agent” shall have the meaning specified in Section 4.02.

“ Person” means an individual, a corporation, a limitelldy company, an association, a partnership,ist jgenture, a joint stock
company, a trust, an unincorporated organizaticm @overnment or an agency or a political subdivishereof.

“ Physical Notes’ means permanent certificated Notes in registéveu issued in denominations of $1,000 principabant and
multiples thereof.

“ Physical Settlement’ shall have the meaning specified in Section 1&j2

“ Predecessor Noté of any particular Note means every previous Natilencing all or a portion of the same debt ase¢kimlenced by
such particular Note; and, for the purposes of dkitnition, any Note authenticated and deliveradar Section 2.06 in lieu of or in exchange
for a mutilated, lost, destroyed or stolen Notdldiedeemed to evidence the same debt as theateatjllost, destroyed or stolen Note that it
replaces.

“ Purchase Agreement means that certain Purchase Agreement, datedNwvaimber 20, 2013, between the Company and J.Ryan
Securities LLC and Goldman, Sachs & Co., as reptatiges of the Initial Purchasers.

“ Reference Property” shall have the meaning specified in Section 17
“ Resale Restriction Termination Date’ shall have the meaning specified in Section ZD5(

“ Responsible Officer” means, with respect to the Trustee, any offiasigned to the Corporate Trust Division — CorpoFatance Unit
(or any successor division or unit) of the



Trustee located at the Corporate Trust Office ef Thustee, who shall have direct responsibilitytfer administration of this Indenture, and for
the purposes of Section 7.01(c)(ii) shall alsoudel any other officer of the Trustee to whom anypaourate trust matter is referred because of
such officer’'s knowledge of and familiarity withethparticular subject.

“ Restricted Securities’ shall have the meaning specified in Section ZP5(

“ Rule 144" means Rule 144 as promulgated under the Seunie

“ Rule 144A" means Rule 144A as promulgated under the SeesiKct.

“ Scheduled Trading Day’ means a day that is scheduled to be a Tradingddaye principal U.S. national or regional sedesit
exchange or market on which the Common Stocktisdisr admitted for trading. If the Common Stockdd so listed or admitted for trading, “
Scheduled Trading Day’ means a Business Day.

“ Securities Act” means the Securities Act of 1933, as amendedttandules and regulations promulgated thereunder.

“ Settlement Amount” has the meaning specified in Section 14.02(a)(iv)

“ Settlement Method” means, with respect to any conversion of Notéysizal Settlement, Cash Settlement or Combinaiettiement,
as elected (or deemed to have been elected) ydhmpany.

“ Settlement Notice” has the meaning specified in Section 14.02(3)(iii
“ Special Interest” means all amounts, if any, payable pursuant wi®e 4.06(d), Section 4.06(e) and Section 6.0&puicable.

“ Special Interest Payment Daté means each June 1 and December 1 of each yead ifo the extent any Special Interest shall accru
and be payable on such Special Interest Payment Dat

“ Special Interest Record Date” with respect to any Special Interest PaymeneDsihall mean the May 15 or November 15 (whether ¢
not such day is a Business Day) immediately precethie applicable June 1 or December 1 Specialdstt®ayment Date, respectively.

“ Specified Dollar Amount” means the maximum cash amount per $1,000 prihaipaunt of Notes to be received upon conversion as
specified in the Settlement Notice related to amyverted Notes.

“ Spin-Off ” shall have the meaning specified in Section 1&p4
“ Stock Price” shall have the meaning specified in Section 1&D3

“ Subsidiary ” means, with respect to any Person, any corparatissociation, partnership or other businessyesttitvhich more than
50% of the total voting power of shares
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of Capital Stock or other interests (including parship interests) entitled (without regard to diseurrence of any contingency) to vote in the
election of directors, managers, general partnetsustees thereof is at the time owned or corgdhltirectly or indirectly, by (i) such Person;
(ii) such Person and one or more Subsidiaries cifl terson; or (iii) one or more Subsidiaries ofsBerson.

“ Successor Company shall have the meaning specified in Section 1(ap1

“ Trading Day " means a day on which (i) trading in the Commooc&t(or other security for which a closing salecprmust be
determined) generally occurs on The NASDAQ Glolee&t Market or, if the Common Stock (or such oseurity) is not then listed on The
NASDAQ Global Select Market, on the principal othk6. national or regional securities exchange bitivthe Common Stock (or such otl
security) is then listed or, if the Common Stockgoch other security) is not then listed on a Waional or regional securities exchange, on
the principal other market on which the Common ki@ such other security) is then traded anda(ljast Reported Sale Price for the
Common Stock (or closing sale price for such offegurity) is available on such securities exchargearket;providedthat if the Common
Stock (or such other security) is not so listettatded, “Trading Day " means a Business Day; apibvided, further, that for purposes of
determining amounts due upon conversion onfirdding Day " means a day on which (x) there is no Market Oisian Event and (y) trading
in the Common Stock generally occurs on The NASDBIQbal Select Market or, if the Common Stock is then listed on The NASDAQ
Global Select Market, on the principal other U.&ional or regional securities exchange on whiehGQommon Stock is then listed or, if the
Common Stock is not then listed on a U.S. nationakgional securities exchange, on the principladiomarket on which the Common Stoc
then listed or admitted for trading, except thahd# Common Stock is not so listed or admittedrfading, “Trading Day ” means a Business
Day.

“ Trading Price " of the Notes on any date of determination meansitkeage of the secondary market bid quotationasimdd by the Bi
Solicitation Agent for $2,000,000 principal amowfiiNotes at approximately 3:30 p.m., New York Qitge, on such determination date from
three independent nationally recognized securitezders the Company selects for this purppssyidedthat if three such bids cannot
reasonably be obtained by the Bid Solicitation Adart two such bids are obtained, then the aveoatfee two bids shall be used, and if only
one such bid can reasonably be obtained by th&B8liditation Agent, that one bid shall be usedh# Bid Solicitation Agent cannot reason:
obtain at least one bid for $2,000,000 principabant of Notes from a nationally recognized secesitiealer on any determination date, then
the Trading Price per $1,000 principal amount ofds@mn such determination date shall be deemed kesl than 98% of the product of the
Last Reported Sale Price of the Common Stock amcCtnversion Rate on such date of determination.

“ transfer ” shall have the meaning specified in Section ZP5(
“ Trigger Event ” shall have the meaning specified in Section 1&4

“ Trust Indenture Act ” means the Trust Indenture Act of 1939, as amended was in force at the date of execution & thdenture;
provided, however, that in the event the Trust
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Indenture Act of 1939 is amended after the datedfethe term “Trust Indenture Act” shall meanthie extent required by such amendment,
the Trust Indenture Act of 1939, as so amended.

“ Trustee” means the Person named as tAalistee” in the first paragraph of this Indenture untdaccessor trustee shall have become
such pursuant to the applicable provisions ofltmigenture, and thereafterTtustee” shall mean or include each Person who is theruatée
hereunder.

“ unit of Reference Property” shall have the meaning specified in Section 17
“ Valuation Period ” shall have the meaning specified in Section 1&p4

Section 1.02References to InteresAll references to interest on, or in respectaofy Note in this Indenture shall be deemed to refer
solely to Special Interest if, in such context, Saklnterest is, was or would be payable purstmainy of Section 4.06(d), Section 4.06(e) and
Section 6.03 or to any interest payable on any tfd Amounts as set forth in Section 2.03(c).

ARTICLE 2
| SSUE, D ESCRIPTION, E XECUTION, R EGISTRATION AND E XCHANGE OFN OTES

Section 2.01 Designation and Amounthe Notes shall be designated as the “0.00% Cablee@enior Notes due 2018.” The aggregate
principal amount of Notes that may be authenticated delivered under this Indenture is initiallyiied to $1,250,000,000 (as increased by al
amount equal to the aggregate principal amounhgfaalditional Notes purchased by the Initial Puseha pursuant to the exercise of their
over-allotment option as set forth in the Purchageeement), subject to Section 2.10 and excepNfies authenticated and delivered upon
registration or transfer of, or in exchange forirolieu of other Notes pursuant to Section 2.0&;tl®n 2.06, Section 2.07, Section 10.04,
Section 14.02 and Section 15.04.

Section 2.02 Form of NotesThe Notes and the Trustee’s certificate of autlcation to be borne by such Notes shall be substbnin
the respective forms set forth in Exhibit A, thente and provisions of which shall constitute, arellsereby expressly incorporated in and n
a part of this Indenture. To the extent applicatiie, Company and the Trustee, by their executiaghdatfivery of this Indenture, expressly ag
to such terms and provisions and to be bound tlgereb

Any Global Note may be endorsed with or have inocaifed in the text thereof such legends or recitathanges not inconsistent with
the provisions of this Indenture as may be requingthe Custodian or the Depositary, or as mayeheired to comply with any applicable law
or any regulation thereunder or with the rules geglilations of any securities exchange or automgiethtion system upon which the Notes
may be listed or traded or designated for issuante conform with any usage with respect theretdp indicate any special limitations or
restrictions to which any particular Notes are sabj
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Any of the Notes may have such letters, numbergtar marks of identification and such notatioergelinds or endorsements as the
Officers executing the same may approve (exectkiereof to be conclusive evidence of such appravad) as are not inconsistent with the
provisions of this Indenture, or as may be requicedomply with any law or with any rule or regudat made pursuant thereto or with any rule
or regulation of any securities exchange or autethgtiotation system on which the Notes may bedlistedesignated for issuance, or to
conform to usage or to indicate any special limota or restrictions to which any particular Noées subject.

Each Global Note shall represent such principalumof the outstanding Notes as shall be specifietein and shall provide that it shall
represent the aggregate principal amount of oudgtgrNotes from time to time endorsed thereon &atithe aggregate principal amount of
outstanding Notes represented thereby may from tiiniene be increased or reduced to reflect remsel, cancellations, conversions, tran:
or exchanges permitted hereby. Any endorsementGibhal Note to reflect the amount of any increasdecrease in the amount of
outstanding Notes represented thereby shall be imatiee Trustee or the Custodian, at the direatiotie Trustee, in such manner and upon
instructions given by the Holder of such Notesdnadance with this Indenture. Payment of princ{patiuding the Fundamental Change
Repurchase Price, if applicable) of, and any actara unpaid Special Interest on, a Global Notd bkanade to the Holder of such Note on
the date of payment, unless a record date or atkans of determining Holders eligible to receivermpant is provided for herein.

Section 2.03 Date and Denomination of Notes; No Regular Inder8pecial Interest and Defaulted Amoul@s.The Notes shall be
issuable in registered form without coupons in deimations of $1,000 principal amount and multigtesreof. Each Note shall be dated the
date of its authentication and shall not bear r@gualterest, and the principal amount of the Net#lsnot accrete. Special Interest on the Notes
if any, shall be computed on the basis of a 360yday composed of twelve 30-day months and, faiglanonths, on the basis of actual days
elapsed over a 30-day month.

(b) The Person in whose name any Note (or its Resb®r Note) is registered on the Note Registitreatlose of business on any Specia
Interest Record Date with respect to any Spectalést Payment Date shall be entitled to receiyeSmecial Interest payable on such Special
Interest Payment Date. Any Special Interest stafpdyable at the office or agency of the Companintaimed by the Company for such
purposes in New York, New York, which shall initjabe the office or agency of the Trustee locateMéw York, New York, or any other
office or agency located in the United States ofefica so designated by the Trustee. The CompanlypshaSpecial Interest, if any, (i) on any
Physical Notes (A) to Holders holding Physical Notaving an aggregate principal amount of $5,0@¢30ess, by check mailed to the
Holders of these Notes at their address as it appeshe Note Register and (B) to Holders holdittysical Notes having an aggregate
principal amount of more than $5,000,000, eithechgck mailed to each such Holder or, upon apjdindty such a Holder to the Note
Registrar not later than the relevant Special #eRecord Date, by wire transfer in immediatelgilable funds to that Holdex’account withit
the United States, which application shall remaieffect until the Holder notifies, in writing, tidote Registrar to the contrary or (ii) on any
Global Note by wire transfer of immediately avaltabunds to the account of the Depositary or itsimee.
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(c) Any Defaulted Amounts shall forthwith ceasédtopayable to the Holder on the relevant paymetet @ad shall not accrue interest
unless Special Interest was payable with respesich Defaulted Amounts on the relevant paymer, datwhich case such Defaulted
Amounts shall accrue interest at the then-applec&plecial Interest rate from, and including, sudévant payment date, and such Defaulted
Amounts together with any such interest thereoti blegpaid by the Company, at its election in eagbe, as provided in clause (i) or (ii) bel

(i) The Company may elect to make payment of anfallited Amounts to the Persons in whose names titesNor their respecti
Predecessor Notes) are registered at the closgsofdss on a special record date for the paymesualf Defaulted Amounts, which shall
be fixed in the following manner. The Company shaliify the Trustee in writing of the amount of thefaulted Amounts proposed to be
paid on each Note and the date of the proposed @atyfwhich shall be not less than 25 days aftergheipt by the Trustee of such
notice, unless the Trustee shall consent to areeddte), and at the same time the Company sapbgit with the Trustee an amount of
money equal to the aggregate amount to be paikipect of such Defaulted Amounts or shall makengements satisfactory to the
Trustee for such deposit on or prior to the datthefproposed payment, such money when depositee beld in trust for the benefit of
the Persons entitled to such Defaulted Amounts #sis clause provided. Thereupon the Company §ilkal special record date for the
payment of such Defaulted Amounts which shall bemnore than 15 days and not less than 10 days toritwe date of the proposed
payment, and not less than 10 days after the relogifhe Trustee of the notice of the proposed paymThe Company shall promptly
notify the Trustee in writing of such special rettdiate and the Trustee, in the name and at thensegpe the Company, shall cause no
of the proposed payment of such Defaulted Amoundisthe special record date therefor to be delivesezhch Holder at its address as it
appears in the Note Register, or by electronic méarhe Depositary in the case of Global Notes)ess than 10 days prior to such
special record date. Notice of the proposed paymwiesiich Defaulted Amounts and the special recatd therefor having been so
delivered, such Defaulted Amounts shall be paithéoPersons in whose names the Notes (or theiectsp Predecessor Notes) are
registered at the close of business on such speciatd date and shall no longer be payable putsadhe following clause (ii) of this
Section 2.03(c).

(i) The Company may make payment of any Defaukatbunts in any other lawful manner not inconsisteith the requirements
of any securities exchange or automated quotayistes on which the Notes may be listed or desighfateissuance, and upon such
notice as may be required by such exchange or atgshguotation system, if, after written noticeagivby the Company to the Trustee of
the proposed payment pursuant to this clause, mactmer of payment shall be deemed practicabledy thstee.

Section 2.04 Execution, Authentication and Delivery of NofEse Notes shall be signed in the name and on behtie Company by
the manual or facsimile signature of any of itsi€fs.
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At any time and from time to time after the exeontand delivery of this Indenture, the Company mhaljver Notes executed by the
Company to the Trustee for authentication, togethitlr a Company Order for the authentication and/dey of such Notes, and the Trustee in
accordance with such Company Order shall autheataad deliver such Notes, without any furtherachy the Company hereunder.

Only such Notes as shall bear thereon a certifichgaithentication substantially in the form satticon the form of Note attached as
Exhibit A hereto, executed manually by an authatigignatory of the Trustee (or an authenticatingnagppointed by the Trustee as provided
by Section 17.10), shall be entitled to the begefftthis Indenture or be valid or obligatory forygourpose. Such certificate by the Trustee (or
such an authenticating agent) upon any Note exeédytehe Company shall be conclusive evidencettieaNote so authenticated has been
authenticated and delivered hereunder and thatidider is entitled to the benefits of this Indestur

In case any Officer of the Company who shall hagaesl any of the Notes shall cease to be such @fliefore the Notes so signed shall
have been authenticated and delivered by the Teustalisposed of by the Company, such Notes resleds may be authenticated and
delivered or disposed of as though the Person wgmed such Notes had not ceased to be such Offfidcee Company; and any Note may be
signed on behalf of the Company by such persoratdise actual date of the execution of such Nsitall be the Officers of the Company,
although at the date of the execution of this Itdenany such Person was not such an Officer.

Section 2.05 Exchange and Registration of Transfer of Notesstfctions on Transfer; Depositarfa) The Company shall cause to be
kept at the Corporate Trust Office a register (ggister maintained in such office or in any otb#ice or agency of the Company designated
pursuant to Section 4.02, thé&lbte Register”) in which, subject to such reasonable regulatiasm& may prescribe, the Company shall provide
for the registration of Notes and of transfers oté$. Such register shall be in written form oaimy form capable of being converted into
written form within a reasonable period of time eTfrustee is hereby initially appointed thRdte Registrar” for the purpose of registering
Notes and transfers of Notes as herein provided.ddmpany may appoint one or mor-Note Registrars in accordance with Section 4.02.

Upon surrender for registration of transfer of &ote to the Note Registrar or any co-Note Registrad satisfaction of the requirements
for such transfer set forth in this Section 2.0f%, Company shall execute, and the Trustee shalkatitate and deliver, in the name of the
designated transferee or transferees, one or neaveNlotes of any authorized denominations and ddeadggregate principal amount and
bearing such restrictive legends as may be reqbiydadis Indenture.

Notes may be exchanged for other Notes of any amftbdenominations and of a like aggregate pradcmount, upon surrender of the
Notes to be exchanged at any such office or ageraigtained by the Company pursuant to Section A\i#never any Notes are
surrendered for exchange, the Company shall exegntethe Trustee shall authenticate and delifierNotes that the Holder making the
exchange is entitled to receive, bearing registmatiumbers not contemporaneously outstanding.
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All Notes presented or surrendered for registratibimansfer or for exchange, repurchase or coimeshall (if so required by the
Company, the Trustee, the Note Registrar or anMai@ Registrar) be duly endorsed, or be accompadniedwritten instrument or instruments
of transfer in form satisfactory to the Company daty executed, by the Holder thereof or its atbyrin-fact duly authorized in writing.

No service charge shall be imposed by the CompheyTrustee, the Note Registrar, any co-Note Regist the Paying Agent for any
exchange or registration of transfer of Notes,thatCompany may require a Holder to pay a sumaeifft to cover any documentary, stamp o
similar issue or transfer tax required in connectimerewith as a result of the name of the Holdereav Notes issued upon such exchange or
registration of transfer being different from thenme of the Holder of the old Notes surrendere@fahange or registration of transfer.

None of the Company, the Trustee, the Note Registrany co-Note Registrar shall be required tchexge or register a transfer of
(i) any Notes surrendered for conversion or, ibaipn of any Note is surrendered for conversiarthsportion thereof surrendered for
conversion or (ii) any Notes, or a portion of angt®J surrendered for repurchase (and not withdramvagcordance with Article 15.

All Notes issued upon any registration of transfieexchange of Notes in accordance with this Inglenshall be the valid obligations of
the Company, evidencing the same debt, and entiléte same benefits under this Indenture as tited\surrendered upon such registratic
transfer or exchange.

(b) So long as the Notes are eligible for book3ergttlement with the Depositary, unless otherwésgpiired by law, subject to the fourth
paragraph from the end of Section 2.05(c) all Nstesl be represented by one or more Notes in gfob@ (each, a ‘Global Note ")
registered in the name of the Depositary or theineenof the Depositary. The transfer and excham@emeficial interests in a Global Note t
does not involve the issuance of a Physical No#dl ble effected through the Depositary (but notThestee or the Custodian) in accordance
with this Indenture (including the restrictions wansfer set forth herein) and the procedureseitbpositary therefor.

(c) Every Note that bears or is required under $gstion 2.05(c) to bear the legend set forth i $ection 2.05(c) (together with any
Common Stock issued upon conversion of the Notsistrequired to bear the legend set forth iniBe@.05(d), collectively, the Restricted
Securities”) shall be subject to the restrictions on transktrforth in this Section 2.05(c) (including thasmtained in the legend set forth
below), unless such restrictions on transfer dbakliminated or otherwise waived by written conngdrihe Company, and the Holder of each
such Restricted Security, by such Holder’s accejgtdhnereof, agrees to be bound by all such resingion transfer. As used in this
Section 2.05(c) and Section 2.05(d), the tertmafisfer ” encompasses any sale, pledge, transfer or otbposition whatsoever of any
Restricted Security.

Until the date (the Resale Restriction Termination Date’) that is the later of (1) the date that is onaryafter the last date of original
issuance of the Notes, or such shorter periochté fis permitted by Rule 144 under the SecuritigAany successor provision thereto, and

(2)
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such later date, if any, as may be required byiegiple law, any certificate evidencing such Noted(all securities issued in exchange therefol
or substitution thereof, other than Common Stoicany, issued upon conversion thereof, which dhedir the legend set forth in Section 2.05
(d), if applicable) shall bear a legend in subs#digtthe following form (unless such Notes havehéransferred pursuant to a registration
statement that has become or been declared effaativer the Securities Act and that continues tefteetive at the time of such transfer, or
sold pursuant to the exemption from registratioovjted by Rule 144 or any similar provision therfarce under the Securities Act, or unless
otherwise agreed by the Company in writing, withicedrthereof to the Trustee):

THIS SECURITY AND THE COMMON STOCK, IF ANY, ISSUABE UPON CONVERSION OF THIS SECURITY HAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 193% AMENDED (THE “SECURITIES ACT "), AND MAY NOT BE
OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EEfO IN ACCORDANCE WITH THE FOLLOWING SENTENCE.
BY ITS ACQUISITION HEREOF OR OF A BENEFICIAL INTER&T HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FOR WHICH ITS ACTING IS A “QUALIFIED INSTITUTIONAL
BUYER” (WITHIN THE MEANING OF RULE 144A UNDER THE ECURITIES ACT) AND THAT IT EXERCISES SOLE
INVESTMENT DISCRETION WITH RESPECT TO EACH SUCH AGINT, AND

(2) AGREES FOR THE BENEFIT OF YAHOO! INC. (THECOMPANY ") THAT IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE HEREOF OR SUCH SHORTER PERIOD OF TIME AS
PERMITTED BY RULE 144 UNDER THE SECURITIES ACT ORNY SUCCESSOR PROVISION THERETO AND (Y) SUCH
LATER DATE, IF ANY, AS MAY BE REQUIRED BY APPLICABIE LAW, EXCEPT:

(A) TO THE COMPANY OR ANY SUBSIDIARY THEREOF, OR

(B) PURSUANT TO A REGISTRATION STATEMENT WHICH HASECOME EFFECTIVE UNDER THE SECURITIES
ACT, OR

(C) TO A QUALIFIED INSTITUTIONAL BUYER IN COMPLIANCE WITH RULE 144A UNDER THE SECURITIES
ACT, OR

(D) PURSUANT TO AN EXEMPTION FROM REGISTRATION PRAOWED BY RULE 144 UNDER THE SECURITIES
ACT OR ANY OTHER AVAILABLE EXEMPTION FROM THE REGIFRATION REQUIREMENTS OF THE SECURITIES
ACT.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORNCE WITH CLAUSE (2)(D) ABOVE, THE COMPANY AND
THE TRUSTEE RESERVE THE RIGHT TO REQUIRE THE DELIRE OF SUCH LEGAL OPINIONS, CERTIFICATIONS OR
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OTHER EVIDENCE AS MAY REASONABLY BE REQUIRED IN ORER TO DETERMINE THAT THE PROPOSED TRANSFER IS
BEING MADE IN COMPLIANCE WITH THE SECURITIES ACT AID APPLICABLE STATE SECURITIES LAWS. NO
REPRESENTATION IS MADE AS TO THE AVAILABILITY OF ANY EXEMPTION FROM THE REGISTRATION REQUIREMENTS C
THE SECURITIES ACT.

No transfer of any Note prior to the Resale RestmcTermination Date will be registered by the &l&egistrar unless the applicable box
on the Form of Assignment and Transfer has beeckelte

Any Note (or security issued in exchange or suln#bih therefor) as to which such restrictions @msfer shall have expired in accorda
with their terms may, upon surrender of such Noteskchange to the Note Registrar in accordande tivé provisions of this Section 2.05, be
exchanged for a new Note or Notes, of like tena @ggregate principal amount, which shall not blearestrictive legend required by this
Section 2.05(c) and shall not be assigned a resdricUSIP number. The Company shall be entitladgtyuct the Custodian in writing to so
surrender any Global Note as to which such regiriston transfer shall have expired in accordanitie tiveir terms for exchange, and, upon
such instruction, the Custodian shall so surresdeh Global Note for exchange; and any new GlolméMo exchanged therefor shall not bea
the restrictive legend specified in this Sectiobb2c) and shall not be assigned a restricted CuSiRber. The Company shall promptly notify
the Trustee upon the occurrence of the ResaleiestrTermination Date and promptly after a regigon statement, if any, with respect to
the Notes or any Common Stock issued upon converdithe Notes has been declared effective unéef#turities Act.

Notwithstanding any other provisions of this Indewet(other than the provisions set forth in thistea 2.05(c)), a Global Note may not
be transferred as a whole or in part except (ifheyDepositary to a nominee of the Depositary oalmpminee of the Depositary to the
Depositary or another nominee of the Depositayyothe Depositary or any such nominee to a succ&sgositary or a nominee of such
successor Depositary and (i) for transfers ofipos of a Global Note in certificated form made mpequest of a member of, or a participant
in, the Depositary (for itself or on behalf of anleéicial owner) by written notice given to the Tiess by or on behalf of the Depositary in
accordance with customary procedures of the Degrysitnd in compliance with this Section 2.05(c).

The Depositary shall be a clearing agency regidtereler the Exchange Act. The Company initially@pis The Depository Trust
Company to act as Depositary with respect to edobabNote. Initially, each Global Note shall bsugsd to the Depositary, registered in the
name of Cede & Co., as the nominee of the Depgsitard deposited with the Trustee as custodiaféate & Co.

If (i) the Depositary notifies the Company at aimge that the Depositary is unwilling or unable tmtinue as depositary for the Global
Notes and a successor depositary is not appointethd0 days, (ii) the Depositary ceases to bésteged as a clearing agency under
Exchange Act and a successor depositary is notiagepowithin 90 days or (iii) an Event of Defaulitivrespect to the Notes has occurred and
is continuing, a beneficial owner of any Note resjadhat its beneficial interest therein be issad Physical Note and the Depositary

18



approves such request, the Company shall exemdeha Trustee, upon receipt of an Officer's Crudie and a Company Order for the
authentication and delivery of Notes, shall autivae and deliver (x) in the case of clause @iRhysical Note to such beneficial owner in a
principal amount equal to the principal amountwdtsNote corresponding such beneficial owner’s fieiatinterest and (y) in the case of
clause (i) or (ii), Physical Notes to each benafiowner of the related Global Notes (or a portivereof) in an aggregate principal amount
equal to the aggregate principal amount of suclb&lIbdlotes in exchange for such Global Notes, ammhuelivery of the Global Notes to the
Trustee such Global Notes shall be canceled.

Physical Notes issued in exchange for all or a @iaitte Global Note pursuant to this Section 2.pStall be registered in such names
in such authorized denominations as the Deposipamguant to instructions from its direct or indirparticipants or otherwise, shall instruct
Trustee. Upon execution and authentication, that€rushall deliver such Physical Notes to the Psrsowhose names such Physical Note
SO registered.

At such time as all interests in a Global Note hleen converted, canceled, repurchased or traedfesuch Global Note shall be, upon
receipt thereof, canceled by the Trustee in acemelavith standing procedures and existing instonstbetween the Depositary and the
Custodian. At any time prior to such cancellatibany interest in a Global Note is exchanged foystcal Notes, converted, canceled,
repurchased or transferred to a transferee whivesc@hysical Notes therefor or any Physical Nstexichanged or transferred for part of suck
Global Note, the principal amount of such GlobatdNshall, in accordance with the standing proceslarel instructions existing between the
Depositary and the Custodian, be appropriatelycedwr increased, as the case may be, and an endorsshall be made on such Global
Note, by the Trustee or the Custodian, at the time©f the Trustee, to reflect such reductionrmréase

None of the Company, the Trustee, the Paying AdbatNote Registrar or any agent of the Comparth®i rustee shall have any
responsibility or liability for any aspect of thecords relating to or payments made on accountéficial ownership interests of a Global
Note or maintaining, supervising or reviewing aagards relating to such beneficial ownership irses:

None of the Company, the Trustee, the Paying AdbatNote Registrar or any agent of the Comparth®i rustee shall have any
responsibility or obligation to any beneficial owrie a Global Note, a Depositary participant orastRerson with respect to the accuracy of th
records of the Depositary or its nominee or of Beypositary participant, with respect to any owngrstiterest in the Notes or with respect to
the delivery to any Depositary participant, beriafiowner or other Person (other than the Depagitafrany notice (including any notice of
redemption) or the payment of any amount, undevithr respect to such Notes. All notices and commatidns to be given to the Holders and
all payments to be made to Holders under the Nartesthis Indenture shall be given or made onlyrtopmn the order of the Holders (which
shall be the Depositary or its nominee in the edgbe Global Note). The rights of beneficial owmér the Global Note shall be exercised only
through the Depositary subject to the applicabéeedures. The Trustee, the Paying Agent, the NetgsRar and any agent of the Trustee !
be entitled to rely and shall be fully protectedetying upon information furnished by the Depasiteith respect to its members, participants
and any beneficial owners. The Trustee, the Pakient, the Note Registrar and any agent of thet@eushall be entitled to deal with the
Depositary, and any nominee thereof, that is théstered holder of any Global
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Note for all purposes of this Indenture relatingtich Global Note (including the payment of primtincluding the Fundamental Char
Repurchase Price, if applicable) of, and any actara unpaid interest on, such Global Note andgjitfiag of instructions or directions by or
the owner or holder of a beneficial ownership iestin such Global Note) as the sole holder of sBicibal Note and shall have no obligations
to the beneficial owners thereof. None of the Comypthe Trustee, the Paying Agent, the Note Reggistr any agent of the Company or the
Trustee shall have any responsibility or liabifity any acts or omissions of the Depositary witspect to such Global Note, for the records of
any such depositary, including records in respébeaeficial ownership interests in respect of angh Global Note, for any transactions
between the Depositary and any Depositary partitipabetween or among the Depositary, any sucloBiggry participant and/or any holder
or owner of a beneficial interest in such Globaté&@r for any transfers of beneficial interestsuy such Global Note.

Notwithstanding the foregoing, with respect to &lgbal Note, nothing herein shall prevent the Conyp#he Trustee, or any agent of
Company or the Trustee from giving effect to anytten certification, proxy or other authorizatiamrished by any Depositary (or its
nominee), as a Holder, with respect to such Glbloaé shall impair, as between such Depositary amnkos of beneficial interests in such
Global Note, the operation of customary practiomgegning the exercise of the rights of such Depogifor its nominee) as Holder of such
Global Note.

None of the Trustee, the Paying Agent or the Nagi&rar shall have any obligation or duty to monitdetermine or inquire as to
compliance with any restrictions on transfer imgbsader this Indenture or under applicable law wépect to any transfer of any interest in
any Note (including any transfer of any interediNgen or among Depositary participants, membelseoeficial owners) other than to require
delivery of such certificates and other documeatatir evidence as are expressly required by, add s if and when expressly required by,
the terms of this Indenture, and to examine thees@ndetermine substantial compliance as to forth thie express requirements hereof.

(d) Until the Resale Restriction Termination Datey stock certificate representing Common Stoakeidsipon conversion of such Note
shall bear a legend in substantially the followfagm (unless the Note or such Common Stock has traasferred pursuant to a registration
statement that has become or been declared effagtier the Securities Act and that continues teftaetive at the time of such transfer, or
pursuant to the exemption from registration progitdg Rule 144 or any similar provision then in ®runder the Securities Act, or such
Common Stock has been issued upon conversion @sNbat have been transferred pursuant to a ratiistrstatement that has become or |
declared effective under the Securities Act antl¢batinues to be effective at the time of suchgfar, or pursuant to the exemption from
registration provided by Rule 144 or any similasysion then in force under the Securities Actunless otherwise agreed by the Company
with written notice thereof to the Trustee and tnapsfer agent for the Common Stock):

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SBRITIES ACT OF 1933, AS AMENDED (THE SECURITIES
ACT "), AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERMYE TRANSFERRED EXCEPT IN ACCORDANCE WITH
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THE FOLLOWING SENTENCE. BY ITS ACQUISITION HEREOFROOF A BENEFICIAL INTEREST HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FOR WHICH ITS ACTING IS A “QUALIFIED INSTITUTIONAL
BUYER” (WITHIN THE MEANING OF RULE 144A UNDER THE ECURITIES ACT) AND THAT IT EXERCISES SOLE
INVESTMENT DISCRETION WITH RESPECT TO EACH SUCH AGINT, AND

(2) AGREES FOR THE BENEFIT OF YAHOO! INC. (THECOMPANY ") THAT IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE OF THE SERIES OF NOTES UPON THE CONVERSION
OF WHICH THIS SECURITY WAS ISSUED OR SUCH SHORTEERIOD OF TIME AS PERMITTED BY RULE 144 UNDER Tk
SECURITIES ACT OR ANY SUCCESSOR PROVISION THERET®B (Y) SUCH LATER DATE, IF ANY, AS MAY BE
REQUIRED BY APPLICABLE LAW, EXCEPT:

(A) TO THE COMPANY OR ANY SUBSIDIARY THEREOF, OR

(B) PURSUANT TO A REGISTRATION STATEMENT WHICH HASECOME EFFECTIVE UNDER THE SECURITIES
ACT, OR

(C) TO A QUALIFIED INSTITUTIONAL BUYER IN COMPLIANCE WITH RULE 144A UNDER THE SECURITIES
ACT, OR

(D) PURSUANT TO AN EXEMPTION FROM REGISTRATION PRAOWED BY RULE 144 UNDER THE SECURITIES
ACT OR ANY OTHER AVAILABLE EXEMPTION FROM THE REGIFRATION REQUIREMENTS OF THE SECURITIES
ACT.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORNCE WITH CLAUSE (2)(D) ABOVE, THE COMPANY AND
THE TRANSFER AGENT FOR THE COMPANYS COMMON STOCK RESERVE THE RIGHT TO REQUIRE THE D®ERY OF SUCF
LEGAL OPINIONS, CERTIFICATIONS OR OTHER EVIDENCE ABAY REASONABLY BE REQUIRED IN ORDER TO DETERMINE
THAT THE PROPOSED TRANSFER IS BEING MADE IN COMPLMCE WITH THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS. NO REPRESENTATION IS MADE AS TO BAVAILABILITY OF ANY EXEMPTION FROM THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT.

Any such Common Stock as to which such restrictmm$ransfer shall have expired in accordance thigr terms may, upon surrender
of the certificates representing such shares ofl@omStock for exchange in accordance with the mhoess of the transfer agent for the
Common Stock, be exchanged for a new certificatedificates for a like aggregate number of shaféSommon Stock, which shall not bear
the restrictive legend required by this Sectiorbgd).
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(e) Any Note or Common Stock issued upon the caiorror exchange of a Note that is repurchasedvoed by any Affiliate of the
Company may not be resold by such Affiliate (ortsBerson, as the case may be) unless registered tlvedSecurities Act or resold pursuant
to an exemption from the registration requiremefthe Securities Act in a transaction that resultsuch Note or Common Stock, as the case
may be, no longer being a “restricted security”"dasned under Rule 144 under the Securities Adte Company shall cause any Note that is
repurchased or owned by it to be surrendered td thstee for cancellation in accordance with SecH®8.

Section 2.06 Mutilated, Destroyed, Lost or Stolen Notiescase any Note shall become mutilated or be olgstt, lost or stolen, the
Company in its discretion may execute, and upowiien request the Trustee or an authenticatgentappointed by the Trustee shall
authenticate and deliver, a new Note, bearing stratjon humber not contemporaneously outstandimgxchange and substitution for the
mutilated Note, or in lieu of and in substitutiar the Note so destroyed, lost or stolen. In evase the applicant for a substituted Note shall
furnish to the Company, to the Trustee and, if @gple, to such authenticating agent such secaritgdemnity as may be required by them to
save each of them harmless from any loss, liabitigt or expense caused by or connected with sulzstitution, and, in every case of
destruction, loss or theft, the applicant shalbdisnish to the Company, to the Trustee and, jifliapble, to such authenticating agent evidence
to their satisfaction of the destruction, losshaft of such Note and of the ownership thereof.

The Trustee or such authenticating agent may atitia¢® any such substituted Note and deliver theesapon the receipt of such secu
or indemnity as the Trustee, the Company and,pfiegble, such authenticating agent may requires&wice charge shall be imposed by the
Company, the Trustee, the Note Registrar, anjote Registrar or the Paying Agent upon the issei@fi@ny substitute Note, but the Comp
may require a Holder to pay a sum sufficient toexany documentary, stamp or similar issue or fesrtax required in connection therewith
a result of the name of the Holder of the new stlistNote being different from the name of the ¢l of the old Note that became mutilated
or was destroyed, lost or stolen. In case any Matehas matured or is about to mature or has d@andered for required repurchase or is
about to be converted in accordance with Articlesidll become mutilated or be destroyed, lostalest the Company may, in its sole
discretion, instead of issuing a substitute No&g, @r authorize the payment of or convert or autleathe conversion of the same (without
surrender thereof except in the case of a mutiliigie), as the case may be, if the applicant foh gayment or conversion shall furnish to the
Company, to the Trustee and, if applicable, to sughenticating agent such security or indemnitgnag be required by them to save each of
them harmless for any loss, liability, cost or exgecaused by or connected with such substitugiod, in every case of destruction, loss or
theft, evidence satisfactory to the Company, thestee and, if applicable, any Paying Agent or Cosiva Agent of the destruction, loss or
theft of such Note and of the ownership thereof.

Every substitute Note issued pursuant to the piavgsof this Section 2.06 by virtue of the facttthay Note is destroyed, lost or stolen
shall constitute an additional contractual obligatof the Company, whether or not the destroyed,dostolen Note shall be found at any time
and shall be entitled to all the benefits of (thalkbe subject to all the limitations set forth this Indenture equally and proportionately with
any and all other Notes duly issued
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hereunder. To the extent permitted by law, all Nateall be held and owned upon the express condfiat the foregoing provisions are
exclusive with respect to the replacement or payraenonversion or repurchase of mutilated, destoyost or stolen Notes and shall precl
any and all other rights or remedies notwithstagdiny law or statute existing or hereafter enatdetie contrary with respect to the
replacement or payment or conversion of negotielsituments or other securities without their soider.

Section 2.07 Temporary Notefending the preparation of Physical Notes, the Gamypmay execute and the Trustee or an authentj
agent appointed by the Trustee shall, upon writtejuest of the Company, authenticate and delivepoéeary Notes (printed or lithographed).
Temporary Notes shall be issuable in any authoristmination, and substantially in the form of Big/sical Notes but with such omissions,
insertions and variations as may be appropriatéefoporary Notes, all as may be determined by tragany. Every such temporary Note
shall be executed by the Company and authentidstdide Trustee or such authenticating agent upeisdéime conditions and in substantially
the same manner, and with the same effect, ashysidal Notes. Without unreasonable delay, the Gomshall execute and deliver to the
Trustee or such authenticating agent Physical Notker than any Global Note) and thereupon arglldemporary Notes (other than any
Global Note) may be surrendered in exchange theraf@ach office or agency maintained by the Compaursuant to Section 4.02 and the
Trustee or such authenticating agent shall auttetietiand deliver in exchange for such temporang®lah equal aggregate principal amount ¢
Physical Notes. Such exchange shall be made bgdhgpany at its own expense and without any chdmgetor. Until so exchanged, the
temporary Notes shall in all respects be entittethe same benefits and subject to the same lionigtunder this Indenture as Physical Notes
authenticated and delivered hereunder.

Section 2.08 Cancellation of Notes Paid, Converted, Hthe Company shall cause all Notes surrenderedh&ptirpose of payment,
repurchase, registration of transfer or exchangmoversion, if surrendered to any Person othar tha Trustee (including any of the
Company’s agents, Subsidiaries or Affiliates), ¢oslirrendered to the Trustee for cancellationNalles delivered to the Trustee shall be
canceled promptly by it, and no Notes shall be entibated in exchange therefor except as expressiyitted by any of the provisions of this
Indenture. The Trustee shall dispose of cancelgds\ia accordance with its customary proceduresaftetr such disposition, shall deliver
evidence of such disposition to the Company, aCtbepany’s written request in a Company Order.

Section 2.09 CUSIP NumbersThe Company in issuing the Notes may use “CUSIFBIN” or other similar numbers (if then generally
in use), and, if so, the Trustee shall use “CUSIFSIN” or other similar numbers in all notices isl to Holders as a convenience to such
Holders;providedthat any such notice may state that no representiimade as to the correctness of such numbbes eis printed on the
Notes or on such notice and that reliance may &eepl only on the other identification numbers dndn the Notes. The Company sl
promptly notify the Trustee in writing of any chanip the “CUSIP”, “ISIN” or other similar numbers.

Section 2.10 Additional Notes; Repurchasée Company may, without notice to or the conséthh® Holders and notwithstanding
Section 2.01, reopen this Indenture and issue
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additional Notes hereunder with the same termbaslbtes initially issued hereunder (other thafed#nces in the issue price) in an unlimited
aggregate principal amoumt;ovidedthat if any such additional Notes are not fungibith the Notes initially issued hereunder for Ui&leral
income tax purposes, such additional Notes shat lome or more separate CUSIP numbers. Prior ts#iu@ance of any such additional Notes,
the Company shall deliver to the Trustee a Compamer, an Officer’s Certificate and an Opinion afu@sel, such Officer’s Certificate and
Opinion of Counsel to cover such matters requing&éction 17.05. In addition, the Company mayhédxtent permitted by law, and directly
or indirectly (regardless of whether such Notessameendered to the Company), repurchase Notéginfien market or otherwise, whether by
the Company or its Subsidiaries or through a pei\aatpublic tender or exchange offer or throughntexparties to private agreements,
including by cash-settled swaps or other derivatiite each case without notice to Holders. The Gomshall cause any Notes so repurchase
(other than Notes repurchased pursuant to saetifed swaps or other derivatives) to be surrestitey the Trustee for cancellation in accorde
with Section 2.08.

ARTICLE 3
S ATISFACTION AND D ISCHARGE

Section 3.01 Satisfaction and Discharg&his Indenture shall upon request of the Compaage¢o be of further effect, and the Trustee
at the expense and upon the written request aCtmpany, shall execute proper instruments acknaygdsatisfaction and discharge of this
Indenture, when (@) (i) all Notes theretofore antlvated and delivered (other than (x) Notes wlhiatie been destroyed, lost or stolen and
which have been replaced or paid as provided iti®e2.06 and (y) Notes for whose payment monetihesetofore been deposited in trust or
segregated and held in trust by the Company anddfier repaid to the Company or discharged froah $tust, as provided in Section 4.04(d))
have been delivered to the Trustee for cancellatiofii) the Company has deposited with the Trestedelivered to Holders, as applicable,
after the Notes have become due and payable, whathtbe Maturity Date, any Fundamental Change Réyase Date, upon conversion or
otherwise, cash or cash, shares of Common Stoalcombination thereof, as applicable, solely tssfathe Company’s Conversion
Obligation, sufficient to pay all of the outstangiNotes and all other sums due and payable unteinttenture by the Company; and (b) the
Company has delivered to the Trustee an Office€dificate and an Opinion of Counsel, each stdtirag all conditions precedent herein
provided for relating to the satisfaction and dade of this Indenture have been complied withwhtbistanding the satisfaction and discharge
of this Indenture, the obligations of the Compamyhe Trustee under Section 7.06 shall survive.

ARTICLE 4
P ARTICULAR C OVENANTS OF THEC OMPANY

Section 4.01 Payment of Principal and Special InteréBhe Company covenants and agrees that it will ceaube paid the principal
(including the Fundamental Change Repurchase Rfiapplicable) of, and any accrued and unpaid Bpéaterest on, each of the Notes at the
places, at the respective times and in the mamoeided herein and in the Notes.
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Notwithstanding anything to the contrary contaiirethis Indenture, the Company may, to the exteistriequired to do so by law, deduct
or withhold income or other similar taxes imposgdhie United States of America from principal, prem or any Special Interest payments
hereunder

Section 4.02 Maintenance of Office or Agencyhe Company will maintain in New York, New York, any other office or agency in the
United States of America so designated by the &aystn office or agency where the Notes may besdered for registration of transfer or
exchange or for presentation for payment or remgel{*Paying Agent”) or for conversion (‘Conversion Agent”) and where notices and
demands to or upon the Company in respect of thed\and this Indenture may be served. The Compdhgive prompt written notice to the
Trustee of the location, and any change in thetiogaof such office or agency. If at any time tempany shall fail to maintain any such
required office or agency or shall fail to furnitte Trustee with the address thereof, such pres@méasurrenders, notices and demands mi
made or served at the Corporate Trust Office opffiee or agency of the Trustee in New York, Newrk, or any other office or agency in the
United States of America so designated by the €euat a place where Notes may be presented forgmaymfor registration of transfer.

The Company may also from time to time designateoaNote Registrars one or more other offices @nages where the Notes may be
presented or surrendered for any or all such pegpaad may from time to time rescind such designatprovidedthat no such designation or
rescission shall in any manner relieve the Compdritg obligation to maintain an office or agenaytiie United States of America so
designated by the Trustee as a place for such pespdhe Company will give prompt written noticette Trustee of any such designation or
rescission and of any change in the location ofsargh other office or agency. The termdying Agent” and “ Conversion Agent” include
any such additional or other offices or agencissy@plicable.

The Company hereby initially designates the Truatethe Paying Agent, Note Registrar, Custodiad,SRilicitation Agent and
Conversion Agent and the Corporate Trust Officthasoffice or agency in the United States of Anmeesidhere Notes may be surrendered for
registration of transfer or exchange or for preston for payment or repurchase or for conversiwmh\@here notices and demands to or upon
the Company in respect of the Notes and this Indennhay be served.

Section 4.03 Appointments to Fill Vacancies in Trustee’s @ffithe Company, whenever necessary to avoid or fil@ancy in the
office of Trustee, will appoint, in the manner pigd in Section 7.09, a Trustee, so that therd ahall times be a Trustee hereunder.

Section 4.04 Provisions as to Paying Agelfd) If the Company shall appoint a Paying Ageneothan the Trustee, the Company will
cause such Paying Agent to execute and delivdretd tustee an instrument in which such agent sigaéle with the Trustee, subject to the
provisions of this Section 4.04:

(i) that it will hold all sums held by it as suchemt for the payment of the principal (including frlundamental Change Repurchase
Price, if applicable) of, and any
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accrued and unpaid interest on, the Notes in fanghe benefit of the Holders of the Notes;

(ii) that it will give the Trustee prompt notice afy failure by the Company to make any paymettefrincipal (including the
Fundamental Change Repurchase Price, if applicableand any accrued and unpaid Special InteresherNotes when the same shal
due and payable; and

(iii) that at any time during the continuance offarent of Default, upon request of the Trustewjlitforthwith pay to the Trustee «
sums so held in trust.

The Company shall, on or before each due dateegbtimcipal (including the Fundamental Change Relpase Price, if applicable) of, or
any accrued and unpaid Special Interest on, thed\deposit with the Paying Agent a sum sufficiergay such principal (including the
Fundamental Change Repurchase Price, if applicablefly such accrued and unpaid Special Interedt(nless such Paying Agent is the
Trustee) the Company will promptly notify the Treistof any failure to take such action; provided thsuch deposit is made on the due date,
such deposit must be received by the Paying Agedtlk00 a.m., New York City time, on such date.

(b) If the Company shall act as its own Paying Aggmwill, on or before each due date of the pipat (including the Fundamental
Change Repurchase Price, if applicable) of, andaaoyued and unpaid Special Interest on, the Ne&tsside, segregate and hold in trust for
the benefit of the Holders of the Notes a sum sigffit to pay such principal (including the Fundatak@hange Repurchase Price, if
applicable) and any such accrued and unpaid Spetémest so becoming due and will promptly nottig Trustee in writing of any failure to
take such action and of any failure by the Companmake any payment of the principal (including Fnendamental Change Repurchase Pric
if applicable) of, or any accrued and unpaid Sgdntarest on, the Notes when the same shall bechreand payable.

(c) Anything in this Section 4.04 to the contraptwithstanding, the Company may, at any time, lier purpose of obtaining a satisfac
and discharge of this Indenture, or for any otleason, pay, cause to be paid or deliver to thetdewsl sums or amounts held in trust by the
Company or any Paying Agent hereunder as requiyelib Section 4.04, such sums or amounts to ketthethe Trustee upon the trusts hereir
contained and upon such payment or delivery byCivapany or any Paying Agent to the Trustee, the @2y or such Paying Agent shall be
released from all further liability but only witlespect to such sums or amounts.

(d) Any money and shares of Common Stock depogittdthe Trustee or any Paying Agent, or then hidhe Company, in trust for t
payment of the principal (including the Fundamethhnge Repurchase Price, if applicable) of, amyuad and unpaid interest on and the
consideration due upon conversion of any Note anthining unclaimed for two years after such priat{cluding the Fundamental Change
Repurchase Price, if applicable), any interestomisieration due upon conversion has become dupayable shall be paid to the Compan
request of the Company contained in an Officer'gifi@ate, or (if then held by the Company) shail discharged from such trust; and the
Holder of such Note shall thereafter, as an unsetgeneral creditor, look only to the Company fayment thereof, and all liability of the
Trustee or
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such Paying Agent with respect to such trust marel/shares of Common Stock, and all liability & @ompany as trustee thereof, shall
thereupon cease.

Section 4.05 ExistenceSubject to Article 11, the Company shall do or eatasbe done all things necessary to preserve agp ik full
force and effect its corporate existence.

Section 4.06 Rule 144A Information Requirement and Annual Rep@) At any time the Company is not subject to Secfi3 or 15(d)
of the Exchange Act, the Company shall, so longrgsof the Notes or any shares of Common Stoclaidswpon conversion thereof shall, at
such time, constitute “restricted securities” wittihe meaning of Rule 144(a)(3) under the Secariiet, promptly provide to the Trustee and
shall, upon written request, provide to any Holteneficial owner or prospective purchaser of fdotes or any shares of Common Stock
issuable upon conversion of such Notes, the infionaequired to be delivered pursuant to Rule 143@) under the Securities Act to
facilitate the resale of such Notes or shares ahi@on Stock pursuant to Rule 144A.

(b) The Company shall file with the Trustee, with days after the same are required to be filel thie Commission (after giving effe
to any grace period provided by Rule 12b-25 unlderBxchange Act or any similar or successor graceg under the Exchange Act), copies
of any documents or reports that the Company isired to file with the Commission pursuant to Sactl3 or 15(d) of the Exchange Act
(excluding any such information, documents or repar portions thereof, subject to confidentiabtment and any correspondence with the
Commission). Any such document or report that tbenfany files with the Commission via the CommissSdBDGAR system shall be deen
to be filed with the Trustee for purposes of thext®n 4.06(b) at the time such documents are filadhe EDGAR system, it being understood
that the Trustee shall not be responsible for dateng whether such filings are required to be avénbeen made.

(c) Delivery of the reports and documents describesibsection (b) above to the Trustee is forrimfational purposes only, and the
Trustee’s receipt of such shall not constitute @otn constructive knowledge or notice of any infiation contained therein or determinable
from information contained therein, including therpanys compliance with any of its covenants hereundetdavhich the Trustee is entitl
to conclusively rely on an Officer’s Certificate).

(d) If, at any time during the six-month period megng on, and including, the date that is six nigrafter the last date of original
issuance of the Notes, the Company fails to tinfildyany document or report that it is requiredit® with the Commission pursuant to
Section 13 or 15(d) of the Exchange Act, as apbleéafter giving effect to all applicable graceipds thereunder and other than reports on
Form 8-K), or the Notes are not otherwise freedyltible by Holders other than the Company’s Af@iigadr Holders that were the Company’s
Affiliates at any time during the three months gdiag (as a result of restrictions pursuant to We8urities laws or the terms of this Indenture
or the Notes), the Company shall pay Special Isteze the Notes. Such Special Interest payablaipatgo this Section 4.06(d) shall accrue
the Notes at a rate equal to (i) 0.25% per annutheoprincipal amount of the Notes outstandingefach day during the first 90 days during
such six-month period and (ii) 0.50% per annunhefrincipal amount of Notes outstanding for theaming portion of such period, if
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any, in each case for which the Companfgilure to file has occurred and is continuindghe Notes are not otherwise freely tradable bydeia
other than the Company’s Affiliates (or Holderstthave been the Company’s Affiliates at any timaryuthe three months preceding) without
restrictions pursuant to U.S. securities laws ertdrms of this Indenture or the Notes. As usdtigiSection 4.06(d), documents or reports the
the Company is required to “file” with the Commissipursuant to Section 13 or 15(d) of the Exchakgfedoes not include documents or
reports that the Company furnishes to the Comnigsigsuant to Section 13 or 15(d) of the Exchange A

(e) If and for so long as the restrictive legendlemNotes specified in Section 2.05(c) has nohlsemoved (or deemed removed purs
to this Indenture), the Notes are assigned a c&stiiCUSIP number or the Notes are not otherwessalyfrtradable by Holders other than the
Company'’s Affiliates or Holders that were the Comya Affiliates at any time during the three monthsgeding (without restrictions pursu
to U.S. securities laws or the terms of this Indembr the Notes) (any such Noted44A Restricted”) as of the 365th day after the last dat
original issuance of the Notes (subject to the jsmin this Section 4.06(e), theLegend Removal Dat€), the Company shall pay Special
Interest on the Notes at a rate equal to (i) 0.p8¥&annum of the principal amount of Notes outstamébr each day during the first 90 days
after the Legend Removal Date on which the Notesld4AdA Restricted and (ii) 0.50% per annum of thiegipal amount of Notes outstanding
for each day beginning on the 91st day after thgehd Removal Date that the Notes continue to bé Rigstricted providedthat the
Company shall have no obligation to pay any Spéotarest pursuant to this Section 4.06(e) unlesisdll have received a request for the N
not to be 144A Restricted from any Holder, anyighiPurchaser or the Trustee on or after the 38&thafter the last date of original issuanc
the Notes; provided further that if the Companyeiees such a request on or after the 15th caledaaimmediately preceding the 365th day
after the last date of original issuance of theddpthe “Legend Removal Date” shall be deemed thdé&6th calendar day immediately
following the date the Company received such reiques

(f) Special Interest will be payable in arrearseach Special Interest Payment Date following ad@siaet forth in Section 2.03(b).

(g) The Special Interest that is payable in acaoedavith Section 4.06(d) or Section 4.06(e) shalirbaddition to, and not in lieu of, any
Special Interest that may be payable as a resttieo€ompany’s election pursuant to Section 6.@8whNhstanding the foregoing, in no event
shall Special Interest accrue under the termsisfitiilenture (aggregating any Special Interest lplaypursuant to Section 4.06(d) or
Section 4.06(e) with any Special Interest payabisyeant to Section 6.03) at a rate per year ins=xo0€0.50%, regardless of the number of
events or circumstances giving rise to the requémno pay such Special Interest.

(h) If Special Interest is payable by the Compansspant to Section 4.06(d) or Section 4.06(e) Gbmpany shall deliver to the Trustee
an Officer’s Certificate to that effect stating (i) the amoahsuch Special Interest that is payable andi{@)date on which such Special Inte
is payable. Unless and until a Responsible Offaghe Trustee receives at the Corporate Trustc®8uch a certificate, the Trustee may
assume without inquiry that no such Special Intasegayable. If the Company has paid Special &stedirectly to the Persons
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entitled to it, the Company shall deliver to theidtee an Officer's Certificate setting forth thetjgalars of such payment.

Section 4.07 Stay, Extension and Usury Law$ie Company covenants (to the extent that it mafuldy do so) that it shall not at any
time insist upon, plead, or in any manner whatsoelam or take the benefit or advantage of, aay,stxtension or usury law or other law that
would prohibit or forgive the Company from payinga any portion of the principal of or any intsteon the Notes as contemplated herein,
wherever enacted, now or at any time hereaftevricef or that may affect the covenants or the pedoce of this Indenture; and the Company
(to the extent it may lawfully do so) hereby exgigsvaives all benefit or advantage of any such kamwd covenants that it will not, by resort to
any such law, hinder, delay or impede the execudfaany power herein granted to the Trustee, blitswifer and permit the execution of ew
such power as though no such law had been enacted.

Section 4.08 Compliance Certificate; Statements as to Defalilite Company shall deliver to the Trustee within #29s after the end
of each fiscal year of the Company (beginning whith fiscal year ending on December 31, 2013) aic@ff Certificate stating whether the
signers thereof have knowledge of any failure y@ompany to comply with all conditions and covdadhen required to be performed undel
this Indenture and, if so, specifying each suclufaiand the nature thereof.

In addition, the Company shall promptly and, in awent, within 30 days after the occurrence of Bugnt of Default or Default, deliver
to the Trustee an Officer’'s Certificate settingtticthe details of such Event of Default or Defaitidt status and the action that the Company is
taking or proposing to take in respect thereof.

Section 4.09 Withholding Taxln order to comply with applicable tax laws (indltesof rules, regulations and interpretations prigatec
by competent authorities) related to this Indenturé the Notes in effect from time to time (“Apglide Law”) that a foreign financial
institution, issuer, trustee, paying agent or offeaty is or has agreed to be subject to, the Cagnpgrees (i) to provide to The Bank of New
York Mellon Trust Company, N.A. sufficient informiah about the parties and/or transactions (incly@diny modification to the terms of such
transactions) so that The Bank of New York Mellanst Company, N.A. can determine whether it hagetated obligations under Applicable
Law, (ii) that The Bank of New York Mellon Trust @pany, N.A. shall be entitled to make any withhotdor deduction from payments to the
extent necessary to comply with Applicable Lawvdrich The Bank of New York Mellon Trust CompanyANshall not have any liability,
and (iii) to hold harmless The Bank of New York Mel Trust Company, N.A. for any losses it may suéfae to the actions it takes to comply
with Applicable Law. The provisions of this sectisimall survive the satisfaction and discharge isf lidenture, the termination for any reason
of this Indenture, and the earlier resignationemnoval or the Trustee.
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ARTICLE 5
L 1sTS oOFH OLDERS ANDR EPORTS BY THEC OMPANY AND THE T RUSTEE

Section 5.01 Lists of HoldersThe Company covenants and agrees that it will, wpdtten request from the Trustee, furnish or caose
be furnished to the Trustee, semi-annually, notentiban 15 days after each June 1 and Decembegdcimyear beginning with June 1, 2014,
and at such other times as the Trustee may reguesiting, within 30 days after receipt by the Coamy of any such request (or such lesser
time as the Trustee may reasonably request in tod=mable it to timely provide any notice to bevpded by it hereunder), a list in such form
as the Trustee may reasonably require of the namegaddresses of the Holders as of a date nottimanel5 days (or such other date as the
Trustee may reasonably request in order to so gecany such notices) prior to the time such infaiomais furnished, except that no such list
need be furnished so long as the Trustee is aatgote Registrar.

Section 5.02 Preservation of ListSThe Trustee shall preserve, in as current a foria emasonably practicable, all information ashie t
names and addresses of the Holders contained mdberecent list furnished to it as provided irct®® 5.01 or maintained by the Trustee in

its capacity as Note Registrar, if so acting. Thastee may destroy any list furnished to it as jaled in Section 5.01 upon receipt of a new list
so furnished.

ARTICLE 6
D EFAULTS AND R EMEDIES
Section 6.01 Events of DefaulEach of the following events shall be aBvent of Default” with respect to the Notes:
(a) default in any payment of Special Interest oy lote when due and payable, and the defaultwoasi for a period of 30 days;

(b) default in the payment of principal of any Netken due and payable on the Maturity Date, upgrrequired repurchase, upon
declaration of acceleration or otherwise;

(c) failure by the Company to comply with its olatgpn to convert the Notes in accordance with liniienture upon exercise of a Holder’
conversion right, and such failure continues fpedod of five Business Days;

(d) failure by the Company to issue a Fundamentange Company Notice in accordance with Sectio®2[B) or notice of a specified
corporate event in accordance with Section 14.Qii)loy (iii), in each case when due;

(e) failure by the Company to comply with its olalitpns under Article 11;

() failure by the Company for 60 days after writteotice from the Trustee or the Holders of attl@&8s in principal amount of the Not
then outstanding has been received by the Compaognply with any of its other agreements containettie Notes or this Indenture;
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(g) default by the Company or any Subsidiary of@mmpany with respect to any mortgage, agreemeatther instrument under which
there may be outstanding, or by which there magdwoeired or evidenced, any indebtedness for monegwed in excess of $100,000,000 (or
its foreign currency equivalent) in the aggregdtthe Company and/or any such Subsidiary, whethelhn sndebtedness now exists or shall
hereafter be created (i) resulting in such indefdsd becoming or being declared due and payalfi¢ constituting a failure to pay the
principal or interest of any such debt when due @aghble at its stated maturity, upon required repase, upon declaration of acceleration or
otherwise, in either case, without such indebteslihesing been discharged or such acceleration §déden cured, waived, rescinded or
annulled for a period of 30 days after written cetio the Company by the Trustee or to the Compadythe Trustee by the Holders of at leas
25% in principal amount of Notes then outstandimgdcordance with this Indenture;

(h) the Company or any Material Subsidiary shathotence a voluntary case or other proceeding sedikimdation, reorganization or
other relief with respect to the Company or anyhsMaterial Subsidiary or its debts under any baptay insolvency or other similar law now
or hereatfter in effect or seeking the appointméiat toustee, receiver, liquidator, custodian oreotsimilar official of the Company or any such
Material Subsidiary or any substantial part opitsperty, or shall consent to any such relief ah®appointment of or taking possession by
such official in an involuntary case or other praiag commenced against it, or shall make a gemassiginment for the benefit of creditors, or
shall fail generally to pay its debts as they beeame; or

(i) an involuntary case or other proceeding shalcbmmenced against the Company or any MateriadiGialoy seeking liquidation,
reorganization or other relief with respect to @@mpany or such Material Subsidiary or its debidaurany bankruptcy, insolvency or other
similar law now or hereafter in effect or seekihg appointment of a trustee, receiver, liquidatastodian or other similar official of the
Company or such Material Subsidiary or any sub&thpart of its property, and such involuntary casether proceeding shall remain
undismissed and unstayed for a period of 30 cotisecdiays.

Section 6.02Acceleration; Rescission and Annulmetftone or more Events of Default shall have ooedrand be continuing (whatever
the reason for such Event of Default and whethghatl be voluntary or involuntary or be effectgddperation of law or pursuant to any
judgment, decree or order of any court or any gndee or regulation of any administrative or gaweental body), then, and in each and e
such case (other than an Event of Default spedifiegection 6.01(h) or Section 6.01(i) with respiedthe Company), unless the principal of all
of the Notes shall have already become due andpmy&ither the Trustee or the Holders of at |12&86 in aggregate principal amount of the
Notes then outstanding determined in accordande Séttion 8.04, by notice in writing to the Compé#argd to the Trustee if given |
Holders), may declare 100% of the principal of, angt accrued and unpaid Special Interest on, alNwhtes to be due and payable
immediately, and upon any such declaration the sdralt become and shall automatically be immediatek and payable, anything in this
Indenture or in the Notes contained to the contrartyvithstanding. If an Event of Default specifiedSection 6.01(h) or Section 6.01(i) with
respect to the Company occurs and is continuing%6L6f the principal of, and accrued and unpaid Bbéaterest, if any, on, all Notes shall
become and shall automatically be immediately dubpayable.
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The immediately preceding paragraph, however,ligestito the conditions that if, at any time afteg principal of the Notes shall have
been so declared due and payable, and before dgmgnt or decree for the payment of the moniesstia# have been obtained or entered as
hereinafter provided, the Company shall pay orlstegosit with the Trustee a sum sufficient to petallments of any accrued and unpaid
Special Interest upon all Notes and the principainy and all Notes that shall have become duerwibe than by acceleration (with interest
accruing on such principal at the then-applicalectal Interest rate only and to the extent anycBpénterest is then payable) and amounts
due to the Trustee pursuant to Section 7.06, aflg ifescission would not conflict with any judgnhen decree of a court of competent
jurisdiction and (2) any and all existing Eventdafault under this Indenture, other than the ngnpent of the principal of and accrued ¢
unpaid Special Interest, if any, on Notes thatldiale become due solely by such acceleration| Bheé been cured or waived pursuant to
Section 6.09, then and in every such case (exsgptavided in the immediately succeeding sentetimeHolders of a majority in aggregate
principal amount of the Notes then outstandingwbiften notice to the Company and to the Trustegy maive all Defaults or Events of
Default with respect to the Notes and rescind amdibsuch declaration and its consequences andBefetult shall cease to exist, and any
Event of Default arising therefrom shall be deenteldave been cured for every purpose of this Indenbut no such waiver or rescission and
annulment shall extend to or shall affect any sgbeat Default or Event of Default, or shall impainy right consequent thereon.
Notwithstanding anything to the contrary hereinsmch waiver or rescission and annulment shallneite or shall affect any Default or Eve
of Default resulting from (i) the nonpayment of {éncipal of, or accrued and unpaid Special Irggrié any, on, any Notes, (i) a failure to
repurchase any Notes when required or (iii) a faite pay or deliver, as the case may be, the dersion due upon conversion of the Notes.

Section 6.03Special Interest Notwithstanding anything in this Indenture otlie Notes to the contrary, to the extent the Comgdects
the sole remedy for an Event of Default relatinght® Company’s failure to comply with its obligat®as set forth in Section 4.06(b) shall, for
the first 270 days after the occurrence of suckwant of Default, consist exclusively of the rigbtreceive Special Interest on the Notes at a
rate equal to (i) 0.25% per annum of the princgrabunt of the Notes outstanding for each day duhiedirst 180 calendar days after the
occurrence of such an Event of Default during wtsgbh Event of Default is continuing (or, if earjithe date on which such Event of Default
is cured or waived as provided for in this Indeajuand (ii) 0.50% per annum of the principal amafrthe Notes outstanding for each day
from, and including, the 181st calendar day to,@xauding, the 270th calendar day after the oerwe of such an Event of Default during
which such Event of Default is continuing (or, &rier, the date on which such Event of Defauttised or waived as provided for in this
Indenture). Special Interest payable pursuantigoShkction 6.03 shall be in addition to, not irulef, any Special Interest payable pursuant to
Section 4.06(d) or Section 4.06(e). If the Compsmlects, such Special Interest shall be payadetforth in Section 2.03(b). On the 271st
day after such Event of Default (if the Event off@dt relating to the Company’s failure to complitiwits obligations as set forth in
Section 4.06(b) is not cured or waived prior tols@Z1st day), the Notes shall be immediately sultigeacceleration as provided in
Section 6.02. In the event the Company does not &lgay Special Interest following an Event off&st in accordance with this Section 6.03
or the Company elected to make such payment bt cloie
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pay the Special Interest when due, the Notes bedthmediately subject to acceleration as providesection 6.02.

In order to elect to pay Special Interest as the samedy during the first 270 days after the omnee of any Event of Default described
in the immediately preceding paragraph, the Companst notify all Holders of the Notes, the Truséeel the Paying Agent of such election
prior to the beginning of such 270-day period. Uttomfailure to timely give such notice, the Nasksll be immediately subject to acceleratior
as provided in Section 6.02.

In no event shall Special Interest accrue undetdiras of this Indenture (aggregating any Speai@rest payable pursuant to this
Section 6.03 with any Special Interest payableyamsto Section 4.06(d) or Section 4.06(e)) at@ par year in excess of 0.50%, regardless c
the number of events or circumstances giving oshé requirement to pay such Special Interest.

Section 6.04 Payments of Notes on Default; Suit Therelfoan Event of Default described in clause (a)rdf Section 6.01 shall have
occurred, the Company shall, upon demand of thet&ey pay to the Trustee, for the benefit of thideis of the Notes, the whole amount ther
due and payable on the Notes for principal and i@pbterest, if any, with no interest accruingamy overdue principal unless Special Interes
was payable on the required payment date, in wtasle such payments will accrue interest at the-dippticable Special Interest rate from s
required payment date, and, in addition theretoh $urther amount as shall be sufficient to cowgr amounts due to the Trustee under
Section 7.06. If the Company shall fail to pay saaiounts forthwith upon such demand, the Truste#s iown name and as trustee of an
express trust, may institute a judicial proceedorghe collection of the sums so due and unpaily prosecute such proceeding to judgme!
final decree and may enforce the same againstdhgp@ny or any other obligor upon the Notes andcecbthe moneys adjudged or decreed to
be payable in the manner provided by law out ofpiteperty of the Company or any other obligor ugmNotes, wherever situated.

In the event there shall be pending proceedingthfobankruptcy or for the reorganization of therpany or any other obligor on the
Notes under Title 11 of the United States Codeanyrother applicable law, or in case a receivesigage or trustee in bankruptcy
reorganization, liquidator, sequestrator or similfficial shall have been appointed for or takesgession of the Company or such other
obligor, the property of the Company or such otitgigor, or in the event of any other judicial peedings relative to the Company or such
other obligor upon the Notes, or to the creditarproperty of the Company or such other obligog, Thustee, irrespective of whether the
principal of the Notes shall then be due and payabltherein expressed or by declaration or otkeramd irrespective of whether the Trustee
shall have made any demand pursuant to the progisibthis Section 6.04, shall be entitled and engved, by intervention in such
proceedings or otherwise, to file and prove a clairalaims for the whole amount of principal andraed and unpaid interest, if any, in res)
of the Notes, and, in case of any judicial procegslj to file such proofs of claim and other paperdocuments and to take such other actions
as it may deem necessary or advisable in ordesve the claims of the Trustee (including any cléomthe reasonable compensation, expel
disbursements and advances of the Trustee, ittsagad counsel) and of the Holders allowed in gudltial proceedings relative to the
Company or any other obligor on the Notes,
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its or their creditors, or its or their propertpdato collect and receive any monies or other ptgpeayable or deliverable on any such claims,
and to distribute the same after the deductiomgfaamounts due to the Trustee under Section 7r@baay receiver, assignee or trustee in
bankruptcy or reorganization, liquidator, custodiarsimilar official is hereby authorized by eadthe Holders to make such payments to the
Trustee, as administrative expenses, and, in teetekiat the Trustee shall consent to the makirgyiofi payments directly to the Holders, to
pay to the Trustee any amount due it for reasonadigpensation, expenses, advances and disburseinehtding agents and counsel fees,
and including any other amounts due to the Trugteler Section 7.06, incurred by it up to the déteuch distribution. To the extent that such
payment of reasonable compensation, expenses, @hvand disbursements out of the estate in anymockedings shall be denied for any
reason, payment of the same shall be securedibg anl, and shall be paid out of, any and all iistions, dividends, monies, securities and
other property that the Holders of the Notes magiiiéled to receive in such proceedings, whethdiguidation or under any plan of
reorganization or arrangement or otherwise.

Nothing herein contained shall be deemed to awtbdhie Trustee to authorize or consent to or aaegdiopt on behalf of any Holder
any plan of reorganization, arrangement, adjustraenbmposition affecting such Holder or the rigbtsany Holder thereof, or to authorize the
Trustee to vote in respect of the claim of any teolith any such proceeding.

All rights of action and of asserting claims unttés Indenture, or under any of the Notes, mayrifereed by the Trustee without the
possession of any of the Notes, or the productienebf at any trial or other proceeding relativerétio, and any such suit or proceeding
instituted by the Trustee shall be brought in is1aname as trustee of an express trust, and anyepcof judgment shall, after provision for
the payment of the reasonable compensation, expetisbursements and advances of the Trustegatgsaand counsel, be for the ratable
benefit of the Holders of the Notes.

In any proceedings brought by the Trustee (andhynpaioceedings involving the interpretation of gmgvision of this Indenture to which
the Trustee shall be a party) the Trustee shatldbe to represent all the Holders of the Notes,iagdall not be necessary to make any Holder
of the Notes parties to any such proceedings.

In case the Trustee shall have proceeded to endmrgeight under this Indenture and such proceedéhgll have been discontinued or
abandoned because of any waiver pursuant to Se&08nor any rescission and annulment pursuanettich 6.02 or for any other reason or
shall have been determined adversely to the Trustes and in every such case the Company, thegrolhd the Trustee shall, subject to any
determination in such proceeding, be restored disjedy to their several positions and rights heder, and all rights, remedies and powers of
the Company, the Holders and the Trustee shalirmamtas though no such proceeding had been irestitut

Section 6.05 Application of Monies Collected by Trustd@y monies collected by the Trustee pursuant te Article 6 or, after an Eve
of Default, any money or other property distribu¢ain respect of the Company’s obligations undés thdenture shall be applied in the
following order, at the date or dates fixed by Tmastee for the distribution of such monies or
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other property, in the case of payment in respkttieoNotes upon presentation of the several Naeted,stamping thereon the payment, if only
partially paid, and upon surrender thereof, ifyfiydhid:

First , to the payment of all amounts due the Trustedy@ing any predecessor Trustee) under Section 7.06

Second, in case the principal of the outstanding NotesIstot have become due and be unpaid, to the patyofi@ny interest on, and
any cash due upon conversion of, the Notes in ttefathe order of the date due of the paymentsuzh interest and cash due upon conver
as the case may be, with interest (to the extexttathy interest is payable on such Notes and texs ¢mlected by the Trustee) payable upon
such overdue amounts at the rate of Special Iritdres payable on such Notes, if any, such payntertie made ratably to the Persons entitle
thereto;

Third , in case the principal of the outstanding Notedldtave become due, by declaration or otherwisé, ke unpaid to the payment of
the whole amount (including, if applicable, the pant of the Fundamental Change Repurchase Pricargndash due upon conversion) then
owing and unpaid upon the Notes for principal artdriest, if any, with interest (to the extent thay interest is payable on such Notes and ha
been collected by the Trustee) on the overdue ipahto the extent that such interest has beerec®tl by the Trustee, payable upon such
overdue amounts at the rate of Special Interest plagable on such Notes, if any, and in case sumfign shall be insufficient to pay in full the
whole amounts so due and unpaid upon the Notes tthie payment of such principal (including, pipticable, the Fundamental Change
Repurchase Price and the cash due upon convessidrgny interest without preference or prioritypdhcipal over such interest, or of any
interest over principal or of any installment ofeirest over any other installment of interest, faarey Note over any other Note, ratably to the
aggregate of such principal (including, if applieglthe Fundamental Change Repurchase Price anckahydue upon conversion) and any
accrued and unpaid interest; and

Fourth , to the payment of the remainder, if any, to tleenPany.

Section 6.06 Proceedings by HolderExcept to enforce the right to receive paymentrofqipal (including, if applicable, the
Fundamental Change Repurchase Price) or interast die, or the right to receive payment or delivdrthe consideration due upon
conversion, no Holder of any Note shall have agitrby virtue of or by availing of any provision this Indenture to institute any suit, action
or proceeding in equity or at law upon or undewith respect to this Indenture, or for the appoietitnof a receiver, trustee, liquidator,
custodian or other similar official, or for any ettremedy hereunder, unless:

(a) such Holder previously shall have given toThastee written notice of an Event of Default afidhe continuance thereof, as herein
provided;

(b) Holders of at least 25% in aggregate princgmabunt of the Notes then outstanding shall haveemaitten request upon the Trustee
to institute such action, suit or proceeding iroidn name as Trustee hereunder;
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(c) such Holders shall have offered to the Trustesh security or indemnity satisfactory to it agaiany loss, liability or expense to be
incurred therein or thereby;

(d) the Trustee for 60 days after its receipt afhsnotice, request and offer of indemnity, shalldhaeglected or refused to institute any
such action, suit or proceeding; and

(e) no direction that, in the opinion of the Trgstis inconsistent with such written request shalle been given to the Trustee by the
Holders of a majority of the aggregate principabamt of the Notes then outstanding within such &9-geriod pursuant to Section 6.09,

it being understood and intended, and being exigressenanted by the taker and Holder of every Nuth every other taker and Holder and
the Trustee that no one or more Holders shall laayeright in any manner whatever by virtue of ordwailing of any provision of this
Indenture to affect, disturb or prejudice the rggbt any other Holder, or to obtain or seek to whpaiority over or preference to any other such
Holder, or to enforce any right under this Indeefwxcept in the manner herein provided and foethel, ratable and common benefit of all
Holders (except as otherwise provided herein).tRemprotection and enforcement of this Section ,6e@6h and every Holder and the Trustee
shall be entitled to such relief as can be givéimeeiat law or in equity.

Notwithstanding any other provision of this Indestand any provision of any Note, the right of &older to receive payment or
delivery, as the case may be, of (x) the princfpalluding the Fundamental Change Repurchase Riiapplicable) of, (y) accrued and unpaid
interest, if any, on, and (z) the consideration dpen conversion of, such Note, on or after thpeesve due dates expressed or provided for i
such Note or in this Indenture, or to institutet $oii the enforcement of any such payment or defivas the case may be, on or after such
respective dates against the Company shall nohpeiied or affected without the consent of suchdednol

Section 6.07 Proceedings by Truste case of an Event of Default, the Trustee maisiniscretion proceed to protect and enforce the
rights vested in it by this Indenture by such appiate judicial proceedings as are necessary tiegrand enforce any of such rights, either by
suit in equity or by action at law or by proceedindpankruptcy or otherwise, whether for the spe@hforcement of any covenant or
agreement contained in this Indenture or in aithefexercise of any power granted in this Indentoiréo enforce any other legal or equitable
right vested in the Trustee by this Indenture otdwy.

Section 6.08Remedies Cumulative and Continuirigxcept as provided in the last paragraph of 8e@i06, all powers and remedies
given by this Article 6 to the Trustee or to theldts shall, to the extent permitted by law, bentle@ cumulative and not exclusive of any
thereof or of any other powers and remedies availabthe Trustee or the Holders of the Notes,udljgjal proceedings or otherwise, to enfc
the performance or observance of the covenantagretments contained in this Indenture, and ng/aelamission of the Trustee or of any
Holder of any of the Notes to exercise any righpawer accruing upon any Default or Event of Defahhbll impair any such right or power, or
shall be construed to be a waiver of any such DefaEvent of Default or any acquiescence theraid, subject to the provisions of Section
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6.06, every power and remedy given by this Art&ler by law to the Trustee or to the Holders magkercised from time to time, and as ofter
as shall be deemed expedient, by the Trustee threbiolders.

Section 6.09 Direction of Proceedings and Waiver of DefaulgsMiajority of HoldersThe Holders of a majority of the aggregate
principal amount of the Notes at the time outstagdietermined in accordance with Section 8.04 s$taalé the right to direct the time, method
and place of conducting any proceeding for any thnavailable to the Trustee or exercising any tougiower conferred on the Trustee with
respect to Notegrovided, however, that (a) such direction shall not be in conflicth any rule of law or with this Indenture, and the
Trustee may take any other action deemed prop#rebyrustee that is not inconsistent with suchdtiioe. The Trustee may refuse to follow
any direction that it determines is unduly prejiadito the rights of any other Holder (it being enstood and agreed that the Trustee shall be
under no affirmative obligation to make any suctedaination) or that would involve the Trustee grgonal liability. The Holders of a
majority in aggregate principal amount of the Naéghe time outstanding determined in accordaritte $ection 8.04 may on behalf of the
Holders of all of the Notes waive any past DefaulEvent of Default hereunder and its consequeexespt (i) a default in the payment of
accrued and unpaid Special Interest, if any, oth@principal (including any Fundamental ChangpuRehase Price) of, the Notes when due
that has not been cured pursuant to the provigibBection 6.01, (ii) a failure by the Company &yor deliver, as the case may be, the
consideration due upon conversion of the Notesdiipa(default in respect of a covenant or provisieereof which under Article 10 cannot be
modified or amended without the consent of eactdelobdf an outstanding Note affected. Upon any suaiver the Company, the Trustee and
the Holders of the Notes shall be restored to tieemer positions and rights hereunder; but no suaiver shall extend to any subsequent or
other Default or Event of Default or impair anytigonsequent thereon. Whenever any Default or tafebefault hereunder shall have been
waived as permitted by this Section 6.09, said Diefar Event of Default shall for all purposes bétNotes and this Indenture be deemed to
have been cured and to be not continuing; but oh saiver shall extend to any subsequent or otlefaldt or Event of Default or impair any
right consequent thereon.

Section 6.10 Notice of Defaultdf a Default or Event of Default occurs and is é¢oning hereunder and if it is actually known to the
Trustee, the Trustee shall send to all Holderbasiames and addresses of such Holders appeathepbiote Register notice of the Default or
Event of Default within 90 days after such DefarlEvent of Default, unless such Defaults shallehagen cured or waived before the giving
of such noticeprovidedthat, except in the case of a Default in the payroéthe principal of (including the FundamentalaBlyje Repurchase
Price, if applicable), or accrued and unpaid Spéwtarest, if any, on, any of the Notes or a Défauthe payment or delivery of the
consideration due upon conversion, the Trustee balrotected in withholding such notice if and@ag as it in good faith determines that
withholding of such notice is in the interests o Holders.

Section 6.11 Undertaking to Pay Costall parties to this Indenture agree, and each Hotdeny Note by its acceptance thereof shall b
deemed to have agreed, that any court may, instseation, require, in any suit for the enforcemeinany right or remedy under this Indenture,
or in any suit against the Trustee for any actakeh or omitted by it as Trustee, the filing by gayty litigant in such suit of an undertaking to
pay the costs of such suit and that
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such court may in its discretion assess reasomaiks, including reasonable attorneys’ fees anémresgs, against any party litigant in such sui
having due regard to the merits and good faitthefdaims or defenses made by such party litigaoljidedthat the provisions of this

Section 6.11 (to the extent permitted by law) shatlapply to any suit instituted by the Trusteeamy suit instituted by any Holder, or grouf
Holders, holding in the aggregate more than 10%rimcipal amount of the Notes at the time outstagdietermined in accordance with
Section 8.04, or to any suit instituted by any Holtbr the enforcement of the payment of the ppaktof or accrued and unpaid interest, if any
on any Note (including, but not limited to, the Blamental Change Repurchase Price with respece tNakes being repurchased as provide
this Indenture) on or after the due date expressg@dovided for in such Note or to any suit for grdorcement of the right to convert any Note
in accordance with the provisions of Article 14.

ARTICLE 7
C ONCERNING THET RUSTEE

Section 7.01Duties and Responsibilities of Trustee
(a) Except during the continuance of an Event dbDi

(i) the Trustee undertakes to perform such dutiesamly such duties as are specifically set famtthis Indenture, and no implied
covenants or obligations shall be read into thikehture against the Trustee; and

(i) in the absence of bad faith on the part of Tinestee, the Trustee may conclusively rely, ahédruth of the statements and the
correctness of the opinions expressed therein, apdificates or opinions furnished to the Trusted conforming to the requirements of
this Indenture; but in the case of any such cediéis or opinions which by any provision hereofsmecifically required to be furnished
the Trustee, the Trustee shall be under a dutydmae the same to determine whether or not thefoom to the requirements of this
Indenture (but need not confirm or investigateabeuracy of mathematical calculations or othersfastatements, opinions or conclusi
stated therein);

(b) in case an event an Event of Default has oeduaind is continuing, the Trustee shall exercisé sfi the rights and powers vested i
by this Indenture, and use the same degree ofacatakill in their exercise, as a prudent personltvexercise or use under the circumstances
in the conduct of such person’s own affairs;

(c) no provision of this Indenture shall be constrtio relieve the Trustee from liability for its nwgrossly negligent action, its own
grossly negligent failure to act or its own willfalisconduct, except that:

(i) this Subsection (c) shall not be construedrtutlthe effect of Subsections (a) or (d) of thicgon;
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(i) the Trustee shall not be liable for any erobjudgment made in good faith by a Responsibléc®ff unless it shall be proved
that the Trustee was grossly negligent in ascéntgithe pertinent facts;

(iii) the Trustee shall not be liable with respcainy action taken or omitted to be taken by gdod faith in accordance with the
direction of the Holders of not less than a majooit the aggregate principal amount of the Notahatime outstanding determined as
provided in Section 8.04 relating to the time, noeltland place of conducting any proceeding for @amyady available to the Trustee, or
exercising any trust or power conferred upon thesfiere, under this Indenture with respect to theedlot

(d) none of the provisions contained in this Indeatshall require the Trustee to expend or riskvia funds or otherwise incur personal
financial liability in the performance of any o§itluties or in the exercise of any of its rightpowers.

(e) whether or not therein provided, every provisid this Indenture relating to the conduct or etifeg the liability of, or affording
protection to, the Trustee shall be subject topttowisions of this Section;

(f) the Trustee shall not be liable in respectrof payment (as to the correctness of amount, emtéht to receive or any other matters
relating to payment) or notice effected by the Campor any Paying Agent or any records maintainedry co-Note Registrar with respect to
the Notes;

(g) if any party fails to deliver a notice relatitgan event the fact of which, pursuant to thidelmture, requires notice to be sent to the
Trustee, the Trustee may conclusively rely ondtkife to receive such notice as reason to adtrassuch event occurred, unless a Respon
Officer of the Trustee had actual knowledge of sexoént;

(h) in the absence of written investment direcfimm the Company, all cash received by the Trushedl be placed in a non-interest
bearing trust account, and in no event shall thestBe be liable for the selection of investmentfooimvestment losses incurred thereon or for
losses incurred as a result of the liquidationrof such investment prior to its maturity date a thilure of the party directing such investme
prior to its maturity date or the failure of therfyadirecting such investment to provide timely then investment direction, and the Trustee ¢
have no obligation to invest or reinvest any amsineld hereunder in the absence of such writtessimvent direction from the Company;

(i) prior to taking any action under this Indentutee Trustee will be entitled to indemnificationsecurity satisfactory to it, from the
Holder or Holders requesting such action, againgtlass, liability or expense caused by taking atrtaking such action; and

(j) in the event that the Trustee is also actingastodian, Note Registrar, Paying Agent, Convergigent, Bid Solicitation Agent or
transfer agent hereunder, the rights, privilegestggtions, immunities and benefits afforded toThestee pursuant to this Indenture, including
without limitation, its right to be indemnified,@extended to, and shall be enforceable by, thst@eun each of its capacities hereunder, and
each agent, custodian and
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other Person employed to act hereunder, includingustodian, Note Registrar, Paying Agent, Conearsigent, Bid Solicitation Agent or
transfer agent.

Section 7.02Certain Rights of the Truste&ubject to the provisions of Section 7.01.:

(a) the Trustee may conclusively rely and shalfiutly protected in acting upon any resolution, d&rte, statement, instrument, opinion,
report, notice, request, direction, consent, ordend, debenture, note, other evidence of indeletsgjrcoupon or other paper or document
believed by it in the absence of bad faith to beuiyge and to have been signed or presented byrtipeipparty or parties;

(b) any request, direction, order or demand ofGbepany mentioned herein shall be sufficiently eaiced by a Company Order; any
resolution of the Board of Directors may be suéfitly evidenced by a Board Resolution; and any 8&asolution may be evidenced to the
Trustee by a copy thereof certified by the Secyetaran Assistant Secretary of the Company;

(c) whenever in the administration of this Indenttire Trustee shall deem it desirable that a maégroved or established prior to
taking, suffering or omitting any action hereundbe Trustee (unless other evidence be hereinfggalyi prescribed) may, in the absence of
bad faith on its part, conclusively rely upon affi€zf’s Certificate;

(d) the Trustee may consult with counsel and reqair Opinion of Counsel and any advice of such seluor Opinion of Counsel shall
full and complete authorization and protectiondspect of any action taken or omitted by it hereuad good faith and in reliance thereon;

(e) the Trustee shall not be bound to make anysiiya&tion into the facts or matters stated in agplution, certificate, statement,
instrument, opinion, report, notice, request, dicet; consent, order, bond, debenture, note, ahigience of indebtedness or other paper or
document, but the Trustee, in its discretion, makensuch further inquiry or investigation into sdabts or matters as it may see fit, and, if the
Trustee shall determine to make such further ipguiirinvestigation, it shall be entitled to examthe books, records and premises of the
Company, personally or by agent or attorney astile cost and expense of the Company and shall mliability of any kind by reason of
such inquiry or investigation;

(f) the Trustee may execute any of the trusts argwe hereunder or perform any duties hereundeeredtinectly or by or through agents,
custodians, nominees or attorneys and the Trubtderst be responsible for any misconduct or mggice on the part of any agent, custodian
nominee or attorney appointed by it with due camesbinder;

(g) the Trustee shall not be liable for any actamken, suffered, or omitted to be taken by it indéaith, without gross negligence and
reasonably believed by it to be authorized or withie discretion or rights or powers conferred ujpdny this Indenture;

(h) the Trustee may request that the Company dedivertificate setting forth the names of indivattuand/or titles of officers authorized
at such time to take specified actions pursuatttitolndenture, which certificate may be signedahy person authorized to sign an

40



Officer’s Certificate, including any person speeifias so authorized in any such certificate presiodelivered and not superseded;
(i) the permissive rights of the Trustee enumer@in shall not be construed as duties;

()) in no event shall the Trustee be liable for apgcial, indirect, punitive or consequential losslamage of any kind whatsoever
(including but not limited to lost profits), evefthe Trustee has been advised of the likelihoosueh loss or damage and regardless of the
form of action; and

(k) the Trustee shall not be deemed to have notidx charged with knowledge of any Default or BvadfrDefault with respect to the
Notes, unless either (1) a Responsible Officerl ¢faale actual knowledge of such Default or EveriDefault or (2) written notice of suc
Default or Event of Default shall have been recgilbg a Responsible Officer to the Trustee by them@any or by any Holder of the Notes.

Section 7.03No Responsibility for Recitals, Et@ he recitals contained herein and in the Notese(et in the Trustee’s certificate of
authentication) shall be taken as the statemertteed€ompany, and the Trustee assumes no respidpdidri the correctness of the same. The
Trustee makes no representations as to the vatidisyfficiency of this Indenture or of the Not&he Trustee shall not be accountable for the
use or application by the Company of any Notehemroceeds of any Notes authenticated and detivieréhe Trustee in conformity with the
provisions of this Indenture. The Trustee shalllm®tesponsible to make any calculation with ressfeany matter under this Indenture. The
Trustee shall have no duty to monitor or inveségae Company’s compliance with or the breach o€amise to be performed or observed, an
representation, warranty, or covenant, or agreewfesuty Person, other than the Trustee, made snitidienture.

Section 7.04Trustee, Paying Agents, Conversion Agents, BidiBion Agent or Note Registrar May Own Noidhe Trustee, any
Paying Agent, any Conversion Agent, Bid Solicitatidgent or Note Registrar, in its individual or aoiyer capacity, may become the owne
pledgee of Notes with the same rights it would hifiitevere not the Trustee, Paying Agent, Convamsigent, Bid Solicitation Agent or Note
Registrar.

Section 7.05Monies and Shares of Common Stock to Be Held ist TAIl monies and any shares of Common Stock reckibyethe
Trustee shall, until used or applied as herein igexi; be held in trust for the purposes for whiokytwere received. Money and shares of
Common Stock held by the Trustee in trust hereunded not be segregated from other funds or prppadept to the extent required by law.
The Trustee shall be under no liability for anyenatst on any money or shares of Common Stock reddiy it hereunder except as may be
agreed in writing from time to time by the Compamgd the Trustee.

Section 7.06Compensation and Expenses of TrustElee Company covenants and agrees to pay to tie€krin any capacity under this
Indenture, from time to time, and the Trustee shaléntitled to, compensation for all services ezad by it hereunder in any capacity (which
shall not be limited by any provision of law in egd to the compensation of a
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trustee of an express trust) as mutually agre@uwaiting between the Trustee and the Company,thadCompany will pay or reimburse the
Trustee upon its request for all reasonable expeassbursements and advances reasonably incurraddae by the Trustee in accordance witt
any of the provisions of this Indenture in any aafyathereunder (including the reasonable compémsaind the expenses and disbursemer
its agents and counsel and of all Persons notadguh its employ) except any such expense, dstment or advance as shall have been
caused by its gross negligence, willful miscondardbad faith. The Company also covenants to indgntihé Trustee, or any predecessor
Trustee, in any capacity under this Indenture arnydagher document or transaction entered into imeation herewith and its officers,
directors, employees and agents and any authengcagent for, and to hold them harmless agaimst)@ss, claim, damage, liability or
expense, including reasonable and documented fiekexg@enses of counsel, including taxes (other tivees based upon, measured by or
determined by the income of the Trustee) incurrétomt gross negligence, willful misconduct or aidh on the part of the Trustee, its
officers, directors, agents or employees, or sggmbor authenticating agent, as the case mayshigtarmined by a final, non-appealable
decision of a court of competent jurisdiction, amising out of or in connection with the acceptaacadministration of this Indenture or in any
other capacity hereunder, including the costs apemrses of defending themselves against any claimther asserted by the Company, or an
Holder or any other Person) or liability in connentwith the exercise or performance of any opitsvers or duties hereunder, or in connectiol
with enforcing the provisions of this Section. Tdtdigations of the Company under this Section Tddéompensate or indemnify the Trustee
and to pay or reimburse the Trustee for expensgsiisements and advances shall be secured byoa skim to which the Notes are hereby
made subordinate on all money or property heldotiected by the Trustee, except, subject to thecefdf Section 6.05, funds held in trust
herewith for the benefit of the Holders of partenuNotes. The Trustee’s right to receive paymernyfamounts due under this Section 7.06
shall not be subordinate to any other liabilityiradebtedness of the Company. The provisions ofSkigtion 7.06 shall survive the satisfaction
and discharge of this Indenture, the terminatiorafoy reason of this Indenture and the earliegredion or removal or the Trustee. The
Company need not pay for any settlement made witit®aonsent, which consent shall not be unredsgveithheld. The indemnification
provided in this Section 7.06 shall extend to tffecers, directors, agents and employees of thestEru

Without prejudice to any other rights availabldtie Trustee under applicable law, when the Trustekits agents and any authenticating
agent incur expenses or render services after antf Default specified in Section 6.01(h) or $#t6.01(i) occurs, the expenses (including
the reasonable and documented charges and expdritgeesounsel) and the compensation for the sesvare intended to constitute expense
administration under any bankruptcy, insolvencygiarilar laws.

“Trustee” for purposes of this Section shall induhy predecessor Trustee; provided, howeverthibategligence, willful misconduct or
bad faith of any Trustee hereunder shall not atteetrights of any other Trustee hereunder.

Section 7.070fficer’s Certificate as EvidenceExcept as otherwise provided in Section 7.01,nekier in the administration of the
provisions of this Indenture the Trustee shall déemecessary or desirable that a matter be provedtablished prior to taking or omitting any
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action hereunder, such matter (unless other evaieniespect thereof be herein specifically présdt) may, in the absence of gross neglige
willful misconduct and bad faith on the part of fheistee, be deemed to be conclusively proved atabkshed by an Officer’s Certificate
delivered to the Trustee, and such Officer’s Ciedtt, in the absence of gross negligence, wiltfidconduct and bad faith on the part of the
Trustee, shall be full warrant to the Trustee faoy action taken or omitted by it under the provisiof this Indenture upon the faith thereof.

Section 7.08Eligibility of Trustee. There shall at all times be a Trustee hereuntdézhashall be a Person that is eligible pursuatii¢o
Trust Indenture Act to act as such and has a caedlgapital and surplus of at least $50,000,008ud¢h Person publishes reports of conditic
least annually, pursuant to law or to the requineimef any supervising or examining authority, tf@nthe purposes of this Section, the
combined capital and surplus of such Person skalldemed to be its combined capital and surplgst®rth in its most recent report of
condition so published. If at any time the Trustball cease to be eligible in accordance with tleeipions of this Section, it shall resign
immediately in the manner and with the effect heaier specified in this Article. With respect tonlicts of interest, the Trustee shall be
governed by Section 310(b) of the Trust Indentuce Athe Trustee has or acquires any confliciimgrest within the meaning of the Trust
Indenture Act, it shall either eliminate such cantfihg interest or resign to the extent, in the mamand with the effect, and subject to the
conditions, provided in Section 310(b) of the Trunstenture Act.

Section 7.09Resignation or Removal of Truste@) The Trustee may at any time resign by givimigten notice of such resignation to
the Company and by mailing notice thereof to thédeis at their addresses as they shall appearedNdte Register. Upon receiving such
notice of resignation, the Company shall prompgp@int a successor trustee by written instrumendpiplicate, executed by order of the Bc
of Directors, one copy of which instrument shalldedivered to the resigning Trustee and one copligsuccessor trustee. If no successor
trustee shall have been so appointed and havetadcgppointment within 60 days after the mailingoéh notice of resignation to the Hold:
the resigning Trustee may, upon ten Business Datite to the Company and the Holders, petition@nyt of competent jurisdiction for the
appointment of a successor trustee, or any Holdher lvas been a bona fide holder of a Note or Nateatfleast six months may, subject to the
provisions of Section 6.11, on behalf of himselherself and all others similarly situated, petitany such court for the appointment of a
successor trustee. Such court may thereupon,saftér notice, if any, as it may deem proper andcpites appoint a successor trustee.

(b) In case at any time any of the following steaitur:

(i) the Trustee shall cease to be eligible in agance with the provisions of Section 7.08 and dhdlto resign after written request
therefor by the Company or by any such Holder, or

(ii) the Trustee shall become incapable of actorgshall be adjudged a bankrupt or insolvent, mrcaiver of the Trustee or of its
property shall be appointed, or any public offiskall take charge or control of the Trustee otoproperty or affairs for the purpose of
rehabilitation, conservation or liquidation,
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then, in either case, the Company may by a BoastlRtton remove the Trustee and appoint a succéssiee by written instrument, in
duplicate, executed by order of the Board of Dwexitone copy of which instrument shall be delidei@the Trustee so removed and one copy
to the successor trustee, or, subject to the gomgsof Section 6.11, any Holder who has been alfide holder of a Note or Notes for at least
six months may, on behalf of himself or herself alidthers similarly situated, petition any coofttompetent jurisdiction for the removal of
the Trustee and the appointment of a successaeéuSuch court may thereupon, after such nofieayi, as it may deem proper and prescribe
remove the Trustee and appoint a successor trustee.

(c) The Holders of a majority in aggregate printgmount of the Notes at the time outstanding,&isrehined in accordance with
Section 8.04, may at any time remove the Trustédenaminate a successor trustee that shall be deappminted as successor trustee unless
within ten days after notice to the Company of smomination the Company objects thereto, in whiabecthe Trustee so removed or any
Holder, upon the terms and conditions and otheragsimn Section 7.09(a) provided, may petition amyrtof competent jurisdiction for an
appointment of a successor trustee.

(d) Any resignation or removal of the Trustee apgantment of a successor trustee pursuant to fithegrovisions of this Section 7.09
shall become effective upon acceptance of appoimtimgethe successor trustee as provided in Se€tibh

Section 7.10 Acceptance by Successor Trustegy successor trustee appointed as provided ind@e¢t09 shall execute, acknowledge
and deliver to the Company and to its predecesssiee an instrument accepting such appointmepuhder, and thereupon the resignation o
removal of the predecessor trustee shall beconeetafé and such successor trustee, without angdugct, deed or conveyance, shall become
vested with all the rights, powers, duties andgailbns of its predecessor hereunder, with likeatfas if originally named as Trustee herein;
but, nevertheless, on the written request of thea@my or of the successor trustee, the trusteéncetsact shall, upon payment of any
amounts then due it pursuant to the provisionseatiBn 7.06 and subject to its lien provided foBection 7.06, execute and deliver an
instrument transferring to such successor trudteékearights and powers of the trustee so ceamiragt. Upon request of any such successor
trustee, the Company shall execute any and atumants in writing for more fully and certainly ¥ in and confirming to such successor
trustee all such rights and powers. Any trustesiogao act shall, nevertheless, retain a senamcto which the Notes are hereby made
subordinate on all money or property held or célddy such trustee as such, except for fundsihetdst for the benefit of Holders of
particular Notes, to secure any amounts then dogrguant to the provisions of Section 7.06.

No successor trustee shall accept appointmentoagded in this Section 7.10 unless at the timeughsacceptance such successor truste
shall be eligible under the provisions of Sectidd87

Upon acceptance of appointment by a successoeérast provided in this Section 7.10, each of thm@2my and the successor trustee, a
the written direction and at the expense of the @amy shall mail or cause to be mailed notice ofsilecession of such trustee hereunder to tt
Holders at their addresses as they shall appetireoNote Register. If the Company fails to
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mail such notice within ten days after acceptarfcgpointment by the successor trustee, the suocsstee shall cause such notice to be
mailed at the expense of the Company.

Section 7.11Succession by Merger, Etény Person or other entity into which the Trustesey be merged or converted or with which it
may be consolidated, or any Person or other ergstylting from any merger, conversion or consoitato which the Trustee shall be a party,
or any Person or other entity succeeding to adlufnstantially all of the corporate trust busingsthe Trustee (including the administration of
this Indenture), shall be the successor to thet&eusereunder without the execution or filing of @aper or any further act on the part of any
of the parties heret@rovidedthat in the case of any Person or other entityesediog to all or substantially all of the corportitest business of
the Trustee such Person or other entity shalligébtd under the provisions of Section 7.08.

In case at the time such successor to the Truktdessicceed to the trusts created by this Indenamy of the Notes shall have been
authenticated but not delivered, any such succésshbe Trustee may adopt the certificate of auibation of any predecessor trustee or
authenticating agent appointed by such predecésstee, and deliver such Notes so authenticatetliracase at that time any of the Notes
shall not have been authenticated, any successioe fbrustee or an authenticating agent appoingeslibh successor trustee may authenticate
such Notes either in the name of any predeceasstetr hereunder or in the name of the successted;uand in all such cases such certificate
shall have the full force which it is anywhere lire tNotes or in this Indenture provided that theifteate of the Trustee shall havaiovided,
however, that the right to adopt the certificate of autieation of any predecessor trustee or to authatgiblotes in the name of any
predecessor trustee shall apply only to its successsuccessors by merger, conversion or consmita

Section 7.12Trustee’s Application for Instructions from the Quamy. Any application by the Trustee for written insttions from the
Company (other than with regard to any action pseglao be taken or omitted to be taken by the €autat affects the rights of the Holder:
the Notes under this Indenture) may, at the opticthe Trustee, set forth in writing any action posed to be taken or omitted by the Trustee
under this Indenture and the date on and/or aftéciwsuch action shall be taken or such omissiati le effective. The Trustee shall not be
liable for any action taken by, or omission of, frestee in accordance with a proposal includeslich application on or after the date
specified in such application (which date shall m@tess than three Business Days after the dgit®#8icer that the Company has indicated to
the Trustee should receive such application agtuadleives such application, unless any such offiball have consented in writing to any
earlier date), unless, prior to taking any sucloador the effective date in the case of any omigs the Trustee shall have received written
instructions in accordance with this Indenturedsponse to such application specifying the actidmettaken or omitted.
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ARTICLE 8
C ONCERNING THEH OLDERS

Section 8.01Action by Holders Whenever in this Indenture it is provided that Holders of a specified percentage of the aggeegat
principal amount of the Notes may take any actinalfding the making of any demand or requestgikiing of any notice, consent or waiver
or the taking of any other action), the fact thiahe time of taking any such action, the Holddrsuzh specified percentage have joined therei
may be evidenced (a) by any instrument or any numbiastruments of similar tenor executed by Hoddi@ person or by agent or proxy
appointed in writing, or (b) by the record of thel#ers voting in favor thereof at any meeting ofdéws duly called and held in accordance
with the provisions of Article 9, or (c) by a comhbtion of such instrument or instruments and am sacord of such a meeting of Holders.
Whenever the Company or the Trustee solicits tkiageof any action by the Holders of the Notes, @wmpany or the Trustee may fix, but
shall not be required to, in advance of such dalicin, a date as the record date for determiniolgliéts entitled to take such action. The recort
date if one is selected shall be not more thaediftdays prior to the date of commencement ofitadlien of such action.

Section 8.02Proof of Execution by HoldersSubject to the provisions of Section 7.01, Secii®1(j) and Section 9.05, proof of the
execution of any instrument by a Holder or its dgarproxy shall be sufficient if made in accordamath such reasonable rules and regula
as may be prescribed by the Trustee or in such eramshall be satisfactory to the Trustee. Thdihglof Notes shall be proved by the Note
Register or by a certificate of the Note Registfdre record of any Holders’ meeting shall be prowetthe manner provided in Section 9.06.

Section 8.03Who Are Deemed Absolute Ownefithe Company, the Trustee, any authenticatingtages Paying Agent, any Convers
Agent and any Note Registrar may deem the Persam@se name a Note shall be registered upon the Register to be, and may treat it as,
the absolute owner of such Note (whether or noh dlate shall be overdue and notwithstanding angtimt of ownership or other writing
thereon made by any Person other than the CompaanyydNote Registrar) for the purpose of receipagment of or on account of the
principal of and (subject to Section 2.03) any aedrand unpaid interest on such Note, for conversieuch Note and for all other purposes
under this Indenture; and neither the Company meimrustee nor any Paying Agent nor any ConverAgent nor any Note Registrar shall be
affected by any notice to the contrary. The sotgstered holder of a Global Note shall be the D&posor its nominee. All such payments or
deliveries so made to any Holder for the time beargipon its order, shall be valid, and, to theeekof the sums or shares of Common Stock
so paid or delivered, effectual to satisfy and ldigge the liability for monies payable or shards/deable upon any such Note.
Notwithstanding anything to the contrary in thislémture or the Notes following an Event of Defaalty owner of a beneficial interest it
Global Note may directly enforce against the Conyparithout the consent, solicitation, proxy, auiaation or any other action of the
Depositary or any other Person, such Holder's riglexchange such beneficial interest for a Noteeitificated form in accordance with the
provisions of this Indenture.
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Section 8.04Company-Owned Notes Disregarddd determining whether the Holders of the redeisiggregate principal amount of
Notes have concurred in any direction, consentyevair other action under this Indenture, Notes éin@ owned by the Company, by ¢
Subsidiary thereof or by any Person directly oiriectly controlling or controlled by or under ditear indirect common control with the
Company or any Subsidiary thereof shall be disidghiand deemed not to be outstanding for the parpbany such determinatioprovided
that for the purposes of determining whether thestiere shall be protected in relying on any suoction, consent, waiver or other action only
Notes that a Responsible Officer actually knowssarewned shall be so disregarded. Notes so owraedhaive been pledged in good faith r
be regarded as outstanding for the purposes oS#titon 8.04 if the pledgee shall establish tostitesfaction of the Trustee the pledgee’s righ
to so act with respect to such Notes and thatlédgee is not the Company, a Subsidiary thereafferson directly or indirectly controlling
controlled by or under direct or indirect commomicol with the Company or a Subsidiary thereofthea case of a dispute as to such right, an
decision or indecision by the Trustee taken upersaiivice of counsel shall be full protection to Tmastee. Upon request of the Trustee, the
Company shall furnish to the Trustee promptly afic®f's Certificate listing and identifying all Nes, if any, known by the Company to be
owned or held by or for the account of any of thevee described Persons; and, subject to Sectidn thé Trustee shall be entitled to accept
such Officer’s Certificate as conclusive evident¢he facts therein set forth and of the fact #ilhNotes not listed therein are outstanding for
the purpose of any such determination.

Section 8.05Revocation of Consents; Future Holders Bouad any time prior to (but not after) the evidemgito the Trustee, as
provided in Section 8.01, of the taking of any actby the Holders of the percentage of the aggegg@mcipal amount of the Notes specified in
this Indenture in connection with such action, aloyder of a Note that is shown by the evidenceeganicluded in the Notes the Holders of
which have consented to such action may, by fiimigten notice with the Trustee at its CorporateskrOffice and upon proof of holding as
provided in Section 8.02, revoke such action s@faconcerns such Note. Except as aforesaid, afyasuion taken by the Holder of any Note
shall be conclusive and binding upon such Holdergon all future Holders and owners of such Noig & any Notes issued in exchange or
substitution therefor or upon registration of tf@nshereof, irrespective of whether any notatiomagard thereto is made upon such Note o
Note issued in exchange or substitution therefarpam registration of transfer there

ARTICLE 9
H OLDERS’ M EETINGS

Section 9.01Purpose of MeetingsA meeting of Holders may be called at any time fztom time to time pursuant to the provisions of
this Article 9 for any of the following purposes:

(a) to give any notice to the Company or to thesiea or to give any directions to the Trustee piechunder this Indenture, or to cons
to the waiving of any Default or Event of Defauirbunder (in each case, as permitted under thentaoce) and its consequences, or to

47



take any other action authorized to be taken byléetsl pursuant to any of the provisions of Article 6
(b) to remove the Trustee and nominate a succésstee pursuant to the provisions of Article 7;
(c) to consent to the execution of an indenturmdentures supplemental hereto pursuant to thegioms of Section 10.02; or

(d) to take any other action authorized to be tdkenr on behalf of the Holders of any specifiedragate principal amount of the Notes
under any other provision of this Indenture or urafgplicable law.

Section 9.02Call of Meetings by Truste€The Trustee may at any time call a meeting oflldrd to take any action specified in
Section 9.01, to be held at such time and at slades the Trustee shall determine. Notice ofyenezeting of the Holders, setting forth the
time and the place of such meeting and in generaid the action proposed to be taken at such ngeatid the establishment of any record
pursuant to Section 8.01, shall be mailed to Haldérsuch Notes at their addresses as they stdbapn the Note Register. Such notice shal
also be mailed to the Company. Such notices shathailed not less than 20 nor more than 90 dags fwithe date fixed for the meeting.

Any meeting of Holders shall be valid without neti€ the Holders of all Notes then outstanding@esent in person or by proxy or if
notice is waived before or after the meeting byHioéders of all Notes then outstanding, and if@@npany and the Trustee are either presen
by duly authorized representatives or have, befo@dter the meeting, waived notice.

Section 9.03Call of Meetings by Company or Holderg case at any time the Company, pursuant toaadBesolution, or the Holders
of at least 10% of the aggregate principal amo@ithi@® Notes then outstanding, shall have requakedrustee to call a meeting of Holders,
written request setting forth in reasonable déteslaction proposed to be taken at the meetingtlendirustee shall not have mailed the notice
of such meeting within 20 days after receipt oftstequest, then the Company or such Holders maydete the time and the place for such
meeting and may call such meeting to take any metighorized in Section 9.01, by mailing noticeréoé as provided in Section 9.02.

Section 9.04Qualifications for Voting To be entitled to vote at any meeting of Holde®erson shall (a) be a Holder of one or more
Notes on the record date pertaining to such meetirfh) be a Person appointed by an instrumentriting as proxy by a Holder of one or m
Notes on the record date pertaining to such meeting only Persons who shall be entitled to begiresr to speak at any meeting of Holc
shall be the Persons entitled to vote at such mgeatid their counsel and any representatives ofthgtee and its counsel and any
representatives of the Company and its counsel.

Section 9.05Regulations Notwithstanding any other provisions of this Intiee, the Trustee may make such reasonable remndas it
may deem advisable for any meeting of Holdersegard to proof of the holding of Notes and of thp@ntment of proxies, and in
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regard to the appointment and duties of inspedbystes, the submission and examination of proxiesificates and other evidence of the
right to vote, and such other matters concerniegctinduct of the meeting as it shall think fit.

The Trustee shall, by an instrument in writing, @ppa temporary chairman of the meeting, unlesstieeting shall have been called by
the Company or by Holders as provided in Secti®3,9n which case the Company or the Holders aallie meeting, as the case may be, :
in like manner appoint a temporary chairman. A marent chairman and a permanent secretary of théngeshall be elected by vote of the
Holders of a majority in aggregate principal amouinthe Notes represented at the meeting andexhtidl vote at the meeting.

Subject to the provisions of Section 8.04, at amgtimg of Holders each Holder or proxyholder shelkentitled to one vote for each
$1,000 principal amount of Notes held or represbtehim or herprovided, however, that no vote shall be cast or counted at any ingpéet
respect of any Note challenged as not outstandidgaed by the chairman of the meeting to be mt$tanding. The chairman of the meeting
shall have no right to vote other than by virtueNotes held by it or instruments in writing as afaid duly designating it as the proxy to vote
on behalf of other Holders. Any meeting of Holdéudy called pursuant to the provisions of Sectidd2®r Section 9.03 may be adjourned
from time to time by the Holders of a majority betaggregate principal amount of Notes represattdte meeting, whether or not constitu
a quorum, and the meeting may be held as so adjdumithout further notice.

Section 9.06Voting. The vote upon any resolution submitted to anytimgef Holders shall be by written ballot on whishall be
subscribed the signatures of the Holders or of flegiresentatives by proxy and the outstandingeagde principal amount of the Notes held ol
represented by them. The permanent chairman oh#eting shall appoint two inspectors of votes wiallcount all votes cast at the meeting
for or against any resolution and who shall makefda with the secretary of the meeting their fied written reports in duplicate of all votes
cast at the meeting. A record in duplicate of ttacpedings of each meeting of Holders shall begyepby the secretary of the meeting and
there shall be attached to said record the origafadrts of the inspectors of votes on any votediiot taken thereat and affidavits by one or
more Persons having knowledge of the facts setfiirth a copy of the notice of the meeting and simgythat said notice was mailed as
provided in Section 9.02. The record shall showatgregate principal amount of the Notes votinfairor of or against any resolution. The
record shall be signed and verified by the affitagf the permanent chairman and secretary of #neting and one of the duplicates shall be
delivered to the Company and the other to the €rugi be preserved by the Trustee, the latterwe Atached thereto the ballots voted at the
meeting.

Any record so signed and verified shall be congkrigividence of the matters therein stated.

Section 9.07No Delay of Rights by MeetindNothing contained in this Article 9 shall be deshor construed to authorize or permit, by
reason of any call of a meeting of Holders or daghits expressly or impliedly conferred hereundemtke such call, any hindrance or delay in
the exercise of any right or rights conferred uponeserved to the Trustee or to the Holders uadgrof the provisions of this Indenture or of
the Notes. Nothing contained in this Article 9
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shall be deemed or construed to limit any Holdacons pursuant to the applicable procedureseobDigpositary so long as the Notes are
Global Notes.

ARTICLE 10
S UPPLEMENTAL | NDENTURES

Section 10.01Supplemental Indentures Without Consent of Hold&he Company, when authorized by the resolutidrieeoBoard of
Directors and the Trustee, at the Company’s expenag from time to time and at any time enter @tondenture or indentures supplemental
hereto for one or more of the following purposes:

(a) to cure any ambiguity, omission, defect or imgistency that does not adversely affect Holders;

(b) to provide for the assumption by a Successangzamy of the obligations of the Company under linienture pursuant to Article 11;

(c) to add guarantees with respect to the Notes;

(d) to secure the Notes;

(e) to add to the covenants or Events of Defadilth@Company for the benefit of the Holders orender any right or power conferred
upon the Company;

(f) to make any change that does not adverselyttfie rights of any Holder
(g) to increase the Conversion Rate as providedisnindenture

(h) to provide for the acceptance of appointmenalsyiccessor trustee pursuant to Section 7.09facildate the administration of the
trusts by more than one trustee

(i) to irrevocably elect or eliminate a Settlem&fethod and/or irrevocably elect a minimum Specifamlar Amount; or
(j) to conform the provisions of this Indenturetbe Notes to the “Description of Notes” sectiorthad Offering Memorandum.

Upon the written request of the Company, the Teugdereby authorized to, and shall join with@wmnpany in the execution of any
such supplemental indenture, to make any furthpraapiate agreements and stipulations that majpéein contained, except that the Trustee
shall not be obligated to, but may in its discnetienter into any supplemental indenture that &féee Trustee’s own rights, duties or
immunities under this Indenture or otherwise.

Any supplemental indenture authorized by the piowis of this Section 10.01 may be executed by th@gany and the Trustee without
notice to or the consent of the Holders of anyhefitlotes at the time outstanding, notwithstandmgad the provisions of Section 10.02.
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Section 10.02Supplemental Indentures with Consent of Hold&kth the consent (evidenced as provided in AetR) of the Holders of
at least a majority of the aggregate principal am@d the Notes then outstanding (determined imetance with Article 8 and including,
without limitation, consents obtained in connectiaith a repurchase of, or tender or exchange éfieNotes), the Company, when authorizec
by the resolutions of the Board of Directors arel Tihustee, at the Company’s expense, may fromtintiene and at any time enter into an
indenture or indentures supplemental hereto foptirpose of adding any provisions to or changingny manner or eliminating any of the
provisions of this Indenture or any supplementdeimure or of modifying in any manner the rightsref Holdersprovided, however, that,
without the consent of each Holder of an outstamdiote affected, no such supplemental indenturl: sha

(a) reduce the amount of Notes whose Holders narstant to an amendment;

(b) reduce the rate of or extend the stated timpdyment of interest, if any, on any Note;

(c) reduce the principal of or extend the Matubigte of any Note;

(d) make any change that adversely affects thearsion rights of any Notes;

(e) reduce the Fundamental Change Repurchased?raesg Note or amend or modify in any manner advéosthe Holders the
Company’s obligation to make such payments, whdtireugh an amendment or waiver of provisions andbvenants, definitions or
otherwise;

(f) make any Note payable in a currency or at aglaf payment other than that stated in the Note;

(g) change the ranking of the Notes;

(h) impair the right of any Holder to receive payrhef principal and interest, if any, on such HoldéNotes on or after the due dates
therefor or to institute suit for the enforcemehany payment on or with respect to such Holdersdyor

(i) make any change in this Article 10 that regsieach Holder’'s consent or in the waiver provisionSection 6.02 or Section 6.09.

Upon the written request of the Company, and uperfiting with the Trustee of evidence of the cartsaf Holders as aforesaid and
subject to Section 10.05, the Trustee is herelyasizied to, and the Trustee shall, join with therpany in the execution of such supplementz
indenture unless such supplemental indenture aftbet Trustee’s own rights, duties or immunitiedanthis Indenture or otherwise, in which
case the Trustee may in its discretion, but shalbe obligated to, enter into such supplementigiture.

Holders do not need under this Section 10.02 tecmepthe particular form of any proposed supplemdntenture. It shall be sufficient
if such Holders approve the substance thereofrA&ftg such supplemental indenture becomes effedtieeCompany shall mail to the Holders
a notice briefly describing such supplemental inden However, the failure to give
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such notice to all the Holders, or any defect mnibtice, will not impair or affect the validity ttie supplemental indenture.

Section 10.03Effect of Supplemental Indenturedpon the execution of any supplemental indenpursuant to the provisions of this
Article 10, this Indenture shall be and be deenodokt modified and amended in accordance therewdtttze respective rights, limitation of
rights, obligations, duties and immunities undés thdenture of the Trustee, the Company and tHdets shall thereafter be determined,
exercised and enforced hereunder subject in glers to such modifications and amendments antleaterms and conditions of any such
supplemental indenture shall be and be deemed pa®f the terms and conditions of this Indenforeany and all purposes.

Section 10.04Notation on NotesNotes authenticated and delivered after the ei@cof any supplemental indenture pursuant to the
provisions of this Article 10 may, at the Compangsgense, bear a notation in form approved by tiast&e as to any matter provided for in
such supplemental indenture. If the Company oiTtlustee shall so determine, new Notes so modiféeih @onform, in the opinion of the
Trustee and the Board of Directors, to any modiiicaof this Indenture contained in any such sup@etal indenture may, at the Company’s
expense, be prepared and executed by the Compathgnéicated by the Trustee (or an authenticatgemtduly appointed by the Trustee
pursuant to Section 17.10) and delivered in exchdagthe Notes then outstanding, upon surrendeucii Notes then outstanding.

Section 10.05Evidence of Compliance of Supplemental Indentuieté-urnished Trustedn addition to the documents required by
Section 17.05, the Trustee shall receive an Officgertificate and an Opinion of Counsel as corigkigvidence that any supplemental
indenture executed pursuant hereto complies wighrequirements of this Article 10 and is permitbeduthorized by this Indenture and that
supplemental indenture constitutes the legal, \eid binding obligation of the Company enforceageainst the Company in accordance with
its terms, subject to bankruptcy, insolvency, fraladt transfer, reorganization, moratorium and o#limilar laws of general application
affecting the rights and remedies of creditors ngeneral principles of equity (including, withdimitation, concepts of materiality,
reasonableness, good faith, fair dealing and urcdonability), regardless of whether considered pra@ceeding in equity or law.

ARTICLE 11
C ONSOLIDATION, M ERGER, SALE , C ONVEYANCE AND L EASE

Section 11.01Company May Consolidate, Etc. on Certain Terr@sbject to the provisions of Section 11.02, then@any shall not
consolidate with, merge with or into, or sell, cegyvtransfer or lease all or substantially alltefroperties and assets to another Person, u

(a) the resulting, surviving or transferee Pergba { Successor Company)), if not the Company, shall be a corporation aigad and
existing under the laws of the United States of Aose any State thereof or the District of Columlaiad the Successor Company (if not the
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Company) shall expressly assume, by supplemerdahiare all of the obligations of the Company urttierNotes and this Indenture; and

(b) immediately after giving effect to such trartsat, no Default or Event of Default shall have meed and be continuing under this
Indenture.

For purposes of this Section 11.01, the sale, oganaee, transfer or lease of all or substantiallpfthe properties and assets of one or
more Subsidiaries of the Company to another Pergbith properties and assets, if held by the Comjrastead of such Subsidiaries, would
constitute all or substantially all of the propestiand assets of the Company on a consolidatesi Basil be deemed to be the sale, conveyi
transfer or lease of all or substantially all of froperties and assets of the Company to anodrsoR.

Section 11.02Successor Corporation to Be Substitutdéa case of any such consolidation, merger, saleyeyance, transfer or lease anc
upon the assumption by the Successor Company,fplesuental indenture, executed and delivered tdtbetee and satisfactory in form to
the Trustee, of the due and punctual payment gptimeipal of and any accrued and unpaid interasilbof the Notes, the due and punctual
delivery or payment, as the case may be, of angideration due upon conversion of the Notes anditiegeand punctual performance of all of
the covenants and conditions of this Indenturestpdrformed by the Company, such Successor Con{fargt the Company) shall succeed to
and, except in the case of a lease of all or snbatly all of the Company’s properties and assgtsll be substituted for the Company, with the
same effect as if it had been named herein asatig pf the first part. Such Successor Companyetiigon may cause to be signed, and may
issue either in its own name or in the name of@bmpany any or all of the Notes issuable hereuntiéch theretofore shall not have been
signed by the Company and delivered to the Trusteg, upon the order of such Successor Comparsaiti&tf the Company and subject to all
the terms, conditions and limitations in this Intiea prescribed, the Trustee shall authenticateshatl deliver, or cause to be authenticatec
delivered, any Notes that previously shall haventsgned and delivered by the Officers of the Comya the Trustee for authentication, and
any Notes that such Successor Company thereatibrcsiuse to be signed and delivered to the Trustethat purpose. All the Notes so issued
shall in all respects have the same legal rankbanefit under this Indenture as the Notes theretado thereafter issued in accordance with th
terms of this Indenture as though all of such Nbgs been issued at the date of the execution héneibie event of any such consolidation,
merger, sale, conveyance or transfer (but notércise of a lease), upon compliance with this kertid the Person named as the “Company”
the first paragraph of this Indenture (or any sasoethat shall thereafter have become such imdrer prescribed in this Article 11) may be
dissolved, wound up and liquidated at any timedah#er and, except in the case of a lease, sudofPshall be released from its liabilities as
obligor and maker of the Notes and from its oblgat under this Indenture and the Notes.

In case of any such consolidation, merger, saleyeyance, transfer or lease, such changes in ghoageand form (but not in substance)
may be made in the Notes thereafter to be issuathge appropriate.
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Section 11.03 Opinion of Counsel to Be Given to Trustde.such consolidation, merger, sale, conveyanarster or lease shall be
effective unless the Trustee shall receive an &fficCertificate and an Opinion of Counsel as casigk evidence that any such consolidation,
merger, sale, conveyance, transfer or lease andwrtyassumption and, if a supplemental indenturequired in connection with such

transaction, such supplemental indenture, complitsthe provisions of this Article 11 and that edinditions precedent herein provided for
relating to such transaction have been compliel. wit

ARTICLE 12
| MMUNITY OF | NCORPORATORS STOCKHOLDERS, O FFICERS ANDD IRECTORS

Section 12.01lndenture and Notes Solely Corporate Obligatioh® recourse for the payment of the principal ooy accrued and
unpaid interest on any Note, nor for any claim dabsereon or otherwise in respect thereof, andenourse under or upon any obligation,
covenant or agreement of the Company in this Indendr in any supplemental indenture or in any Note because of the creation of any
indebtedness represented thereby, shall be hadsagaiy incorporator, stockholder, employee, ag#fiter or director or Subsidiary, as such,
past, present or future, of the Company or of aregessor corporation, either directly or through @ompany or any successor corporation,
whether by virtue of any constitution, statute werof law, or by the enforcement of any assessmiepénalty or otherwise; it being expressly
understood that all such liability is hereby exphgsvaived and released as a condition of, andassideration for, the execution of this
Indenture and the issue of the Notes.

ARTICLE 13
[I NTENTIONALLY O MITTED ]

ARTICLE 14
C ONVERSION OFN OTES

Section 14.01Conversion Privilege (a) Subject to and upon compliance with the miowvis of this Article 14, each Holder of a Note
shall have the right, at such Holder’s option, doert all or any portion (if the portion to be eented is $1,000 principal amount or a multiple
thereof) of such Note (i) subject to satisfactiéthe conditions described in Section 14.01(bgarat time prior to the close of business on the
Business Day immediately preceding September 18 p@tler the circumstances and during the periad®dh in Section 14.01(b), and
(ii) regardless of the conditions described in Bec14.01(b), on or after September 1, 2018 anaf poi the close of business on the second
Scheduled Trading Day immediately preceding theuigt Date, in each case, at an initial conversite of 18.7161 shares of Common Stocl
(subject to adjustment as provided in this Artitfe the “Conversion Rate”) per $1,000 principal amount of Notes (subjectaid in
accordance with, the settlement provisions of 8acti4.02, the Conversion Obligation”).
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(b) (i) Prior to the close of business on the BasinDay immediately preceding September 1, 20H®lder may surrender all or any
portion of its Notes for conversion at any timeidgrthe five Business Day period immediately aftey ten consecutive Trading Day period
(the “Measurement Period”) in which the Trading Price per $1,000 principahount of Notes, as determined following a reqbgst Holder
of Notes in accordance with this Section 14.01)p)r each Trading Day of the Measurement Periad lgss than 98% of the product of the
Last Reported Sale Price of the Common Stock amcCtinversion Rate on each such Trading Day. ThaifigePrices shall be obtained by the
Bid Solicitation Agent pursuant to this Section@¥b)(i) and the definition of Trading Price settfoin this Indenture. The Company shall
provide written notice to the Bid Solicitation Agesf the three independent nationally recognizedistes dealers selected by the Company
pursuant to the definition of Trading Price, alawith appropriate contact information for each. Bié Solicitation Agent shall have no
obligation to obtain secondary market bid quotatianless the Company has requested it to do satingy and the Company shall have no
obligation to make such request unless a HolderMbte provides the Company with reasonable eviglémat the Trading Price per $1,000
principal amount of Notes would be less than 98%mefproduct of the Last Reported Sale Price offbmmon Stock and the Conversion
Rate, at which time the Company shall instructBieSolicitation Agent to obtain such bids begirmon the next Trading Day and on each
successive Trading Day until a Trading Day occursvhich the Trading Price per $1,000 principal antaf Notes is greater than or equal to
98% of the product of the Last Reported Sale Rifdae Common Stock and the Conversion Rate. Thmpg2oy shall determine the Trading
Price per $1,000 principal amount of Notes for €aidding Day based on the bids obtained by theS®iititation Agent pursuant to this
Indenture, and any such determination by the Comphall be conclusive absent manifest error. IfGoenpany does not instruct the Bid
Solicitation Agent in writing to obtain secondanarket bid quotations when obligated as providetthénpreceding sentence, or if the Comp
so instructs the Bid Solicitation Agent to obtaid$and the Bid Solicitation Agent fails to obtainy bids, then, in either case, the Trading |
per $1,000 principal amount of Notes shall be dektade less than 98% of the product of the LagioRed Sale Price of the Common Stock
and the Conversion Rate on each Trading Day of filthre. If the Trading Price condition set foghove has been met, the Company shall s
notify the Holders, the Trustee and the Conversgigant (if other than the Trustee) in writing. If,any time after the Trading Price condition
set forth above has been met, the Trading Pric&b@00 principal amount of Notes is greater thaaqual to 98% of the product of the Last
Reported Sale Price of the Common Stock and ther&sion Rate for such date, the Company shall styrtbhe Holders of the Notes, the
Trustee and the Conversion Agent (if other thanTthestee) in writing.

(i) If, prior to the close of business on the Biesis Day immediately preceding September 1, 26&3Cbmpany elects to:

(A) issue to all or substantially all holders oétBommon Stock any rights, options or warrantsgothan in connection with
a stockholder rights plan) entitling them, for aipe of not more than 45 calendar days after theoancement date of such
issuance, to subscribe for or purchase shareeddimmon Stock at a price per share that is lessttte average of the Last
Reported Sale Prices of the Common Stock for theob@ecutive Trading Day
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period ending on, and including, the Trading Dayniediately preceding the date of announcement d¢f msuance; or

(B) distribute to all or substantially all holdev6the Common Stock the Company’s assets, seaudtieights to purchase
securities of the Company, which distribution haggashare value, as determined in good faith byBtbard of Directors, exceedi
10% of the Last Reported Sale Price of the Comntookon the Trading Day preceding the date of annement for such
distribution,

then, in either case, the Company shall notifyHallders of the Notes, the Trustee and the Conveisgent (if other than the Trustee) at least
35 Scheduled Trading Days prior to the Ex-Divid@&ade for such issuance or distribution. Once the@any has given such notice, a Holder
may surrender all or any portion of its Notes foneersion at any time until the earlier of (1) these of business on the Business Day
immediately preceding the Ex-Dividend Date for sissduance or distribution and (2) the Company’soameement that such issuance or
distribution will not take place, in each case,reifdhe Notes are not otherwise convertible ahstime.

(iii) If a transaction or event that constituteBundamental Change or a Make-Whole Fundamentald@ehaccurs prior to the close
of business on the Business Day immediately prage8September 1, 2018, regardless of whether a Hblkethe right to require the
Company to repurchase the Notes pursuant to Sethid}2, or if the Company is a party to a consdiiig merger, binding share
exchange, or transfer or lease of all or substiyad of its assets, in each case, pursuant tickivthe Common Stock would be conver
into cash, securities or other assets, all or amjign of a Holder’s Notes may be surrendered torversion at any time from or after the
date that is 35 Scheduled Trading Days prior taatitecipated effective date of the transaction ifdater, the Business Day after the
Company gives notice of such transaction) untilf8&ding Days after the actual effective date ohstansaction or, if such transaction
also constitutes a Fundamental Change, until tlaéegt Fundamental Change Repurchase Date. The @gmspall notify Holders, the
Trustee and the Conversion Agent (if other thanTthestee) (i) as promptly as practicable followthg date the Company publicly
announces such transaction but in no event lessh&cheduled Trading Days prior to the anticipatiéective date of such transaction
or (ii) if the Company does not have knowledgeuatstransaction at least 35 Scheduled Trading [Peys to the anticipated effective
date of such transaction, within two Business Dafythe date upon which the Company receives noticetherwise becomes aware, of
such transaction, but in no event later than thesheffective date of such transaction.

(iv) Prior to the close of business on the Busirgsg immediately preceding September 1, 2018, aétahay surrender all or any
portion of its Notes for conversion at any timeidgrany calendar quarter commencing after the dalequarter ending on March 31,
2014 (and only during such calendar quarter),dflthst Reported Sale Price of the Common Stochtf@ast 20 Trading Days (whether
or not consecutive) during the period of 30 conieeuTrading Days ending on the last Trading Dayhefimmediately preceding
calendar quarter is greater than or equal to 1308te0
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Conversion Price on each applicable Trading Day Chnversion Agent, on behalf of the Company, dgfetltrmine at the beginning of
each calendar quarter commencing after March 314 2hether the Notes may be surrendered for coiorens accordance with this
clause (iv) and shall notify the Company and thasiee if the Notes become convertible in accordanttethis clause (iv).

Section 14.02Conversion Procedure; Settlement Upon Conversion

(a) Subject to this Section 14.02, Section 14.0&(lg) Section 14.07(a), upon conversion of any NbeCompany shall pay or deliver

the case may be, to the converting Holder, in retspleeach $1,000 principal amount of Notes beioigverted, cash (Cash Settlement),
shares of Common Stock, together with cash, ifiagple, in lieu of delivering any fractional shafeCommon Stock in accordance with
subsection (j) of this Section 14.02Rhysical Settlement’) or a combination of cash and shares of CommagiStogether with cash, if
applicable, in lieu of delivering any fractionalesh of Common Stock in accordance with subsect)arf this Section 14.02 (Combination
Settlement”), at its election, as set forth in this SectighQR.

(i) All conversions occurring during the periodrfipand including, September 1, 2018 to the clodausiness on the second
Scheduled Trading Day immediately the Maturity Dstiall be settled using the same Settlement Method.

(ii) Except for any conversions that occur durihg period from, and including, September 1, 2018 ¢oclose of business on the
second Scheduled Trading Day immediately the Migtirate, the Company shall use the same Settlemetttod for all conversions
occurring on the same Conversion Date, but the Gopghall not have any obligation to use the saetdefhent Method with respect to
conversions that occur on different Conversion Days

(iii) If, in respect of any Conversion Date (or theriod described in the third immediately succegdiet of parentheses, as the cas
may be), the Company elects to deliver a notice (tBettlement Notice”) of the relevant Settlement Method in respectuth
Conversion Date (or such period, as the case mayhHesCompany, through the Trustee, shall debush Settlement Notice to
converting Holders no later than the close of bessnon the Trading Day immediately following thievant Conversion Date (or, in the
case of any conversions occurring during the pefriath, and including, September 1, 2018 to theecluisbusiness on the second
Scheduled Trading Day immediately preceding theuxigt Date, no later than the close of busines8asiness Day immediately
preceding September 1, 2018). If the Company doeslact a Settlement Method prior to the deaddieiforth in the immediately
preceding sentence, the Company shall no longer thevright to elect Cash Settlement or Physictleé®eent during such period or with
respect to such conversion and the Company shalééemed to have elected Combination Settlememisipect of its Conversion
Obligation, and the Specified Dollar Amount per(ED] principal amount of Notes shall be equal t®8Q, Such Settlement Notice shall
specify the relevant Settlement Method and in #eeof an election of Combination Settlement, ghevant Settlement Notice shall
indicate the Specified Dollar Amount per $1,00(pipal amount of Notes. If the
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Company delivers a Settlement Notice electing Coiation Settlement in respect of its Conversion @dtlon but does not indicate a
Specified Dollar Amount per $1,000 principal amoahNotes in such Settlement Notice, the Speciietar Amount per $1,000
principal amount of Notes shall be deemed to b6GEL,

(iv) The cash, shares of Common Stock or combinatfocash and shares of Common Stock in respeamtyptonversion of Notes
(the “ Settlement Amount”) shall be computed as follows:

(A) if the Company elects to satisfy its Conversfoligation in respect of such conversion by PhalsRettlement, the
Company shall deliver to the converting Holderespect of each $1,000 principal amount of Notesg)eonverted a number of
shares of Common Stock equal to the Conversion iRa#ect on the Conversion Date;

(B) if the Company elects to satisfy its Converdialsligation in respect of such conversion by Casttil@nent, the Company
shall pay to the converting Holder in respect afhe$i1,000 principal amount of Notes being convedash in an amount equal to
the sum of the Daily Conversion Values for eacthef30 consecutive Trading Days during the rel@bdervation Period; and

(C) if the Company elects (or is deemed to havetetf to satisfy its Conversion Obligation in restpaf such conversion by
Combination Settlement, the Company shall pay bvele as the case may be, in respect of each $lp@iicipal amount of Notes
being converted, a Settlement Amount equal to tine af the Daily Settlement Amounts for each of 3econsecutive Trading
Days during the related Observation Period.

(v) The Daily Settlement Amounts (if applicabledathe Daily Conversion Values (if applicable) st determined by the
Company promptly following the last day of the Ofvse¢ion Period. Promptly after such determinatidbthe Daily Settlement Amounts
or the Daily Conversion Values, as the case mawie the amount of cash payable in lieu of delhgeany fractional share of Common
Stock, the Company shall notify the Trustee anddbeversion Agent (if other than the Trustee) &f Braily Settlement Amounts or the
Daily Conversion Values, as the case may be, andittiount of cash payable in lieu of delivering tiatal shares of Common Stock. ~
Trustee and the Conversion Agent (if other thanTthestee) shall have no responsibility for any sdetermination.

(b) Subject to Section 14.02(e), before any Hotifex Note shall be entitled to convert a Note agas¢h above, such Holder shall (i) in
the case of a Global Note, comply with the procedwf the Depositary in effect at that time andeduired, pay funds equal to any Special
Interest payable on the next Special Interest Paybate to which such Holder is not entitled asfegh in Section 14.02(h)and (i) in the case
of a Physical Note (1) complete, manually sign deliver an irrevocable notice to the Conversion iges set forth in the Form of Notice of
Conversion (or a facsimile thereof) (&lbtice of Conversion”) at the office of the
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Conversion Agent and state in writing therein thiegipal amount of Notes to be converted and threear names (with addresses) in which
such Holder wishes the certificate or certificdt@sany shares of Common Stock to be delivered \gmttlement of the Conversion Obligation
to be registered, (2) surrender such Notes, dulpesed to the Company or in blank (and accompdnyeappropriate endorsement and transfe
documents), at the office of the Conversion Agéitjf required, furnish appropriate endorsements aansfer documents and (4) if required,
pay funds equal to any Special Interest payabldnemext Special Interest Payment Date to which stmder is not entitled as set forth in
Section 14.02(h). The Trustee (and, if differeng €onversion Agent) shall notify the Company of aanversion pursuant to this Article 14
the Conversion Date for such conversion. No Natit€onversion with respect to any Notes may beesutered by a Holder thereof if such
Holder has also delivered a Fundamental ChangerBlegse Notice to the Company in respect of sucledNanhd has not validly withdrawn
such Fundamental Change Repurchase Notice in aoomedvith Section 15.03.

If more than one Note shall be surrendered for ewsign at one time by the same Holder, the Conmer®bligation with respect to such
Notes shall be computed on the basis of the agtgggacipal amount of the Notes (or specified jpmis thereof to the extent permitt
thereby) so surrendered.

(c) A Note shall be deemed to have been convemetediately prior to the close of business on the (the “Conversion Date”) that
the Holder has complied with the requirements@ehfin subsection (b) above. The Company shallgrageliver, as the case may be, the
consideration due in respect of the Conversiondakibn on the third Business Day immediately follogvthe relevant Conversion Date, if the
Company elects Physical Settlement, or on the Birsiness Day immediately following the last Trapbay of the relevant Observation
Period, in the case of any other Settlement MetHathy shares of Common Stock are due to convgitolders, the Company shall issue or
cause to be issued, and deliver to the Conversgenior to such Holder, or such Holder's nomineaaminees, certificates or a book-entry
transfer through the Depositary for the full numbeshares of Common Stock to which such Holdel fleaentitled in satisfaction of the
Company’s Conversion Obligation.

(d) In case any Note shall be surrendered forgartinversion, the Company shall execute and thst&e shall authenticate and deliver
to or upon the written order of the Holder of thet&lso surrendered a new Note or Notes in autlbdeeominations in an aggregate principa
amount equal to the unconverted portion of theesutered Note, without payment of any service chhygihe converting Holder but, if
required by the Company or Trustee, with paymerat sfim sufficient to cover any documentary, stamgroilar issue or transfer tax or simi
governmental charge required by law or that mayrposed in connection therewith as a result ofnidi@e of the Holder of the new Notes
issued upon such conversion being different froenrtame of the Holder of the old Notes surrendevedtch conversion.

(e) If a Holder submits a Note for conversion, @@mpany shall pay any documentary, stamp or sirigfare or transfer tax due on the
issue of any shares of Common Stock upon conversitass the tax is due because the Holder regsesitsshares to be issued in a name
other than the Holder's name, in which case theletoshall pay that tax. The Conversion Agent méysesto deliver the certificates
representing the shares of Common Stock being
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issued in a name other than the Holder's name tn&ilTrustee receives a sum sufficient to pay aryttat is due by such Holder in accordanci
with the immediately preceding sentence.

(f) Except as provided in Section 14.04, no adjesthshall be made for dividends on any shares airf@on Stock issued upon the
conversion of any Note as provided in this Artithe

(g) Upon the conversion of an interest in a Gldtate, the Trustee, or the Custodian at the diraafathe Trustee, shall make a notation
on such Global Note as to the reduction in thegipial amount represented thereby. The Company sbafl the Trustee in writing of any
conversion of Notes effected through any Conversigent other than the Trustee.

(h) Upon conversion, a Holder shall not receive seyarate cash payment for accrued and unpai@éttérany, except as set forth
below. The Company’s settlement of the full Conig@rObligation shall be deemed to satisfy in ftdlebligation to pay the principal amount
of the Note and accrued and unpaid interest, if tmbut not including, the relevant Conversiontedb@s a result, accrued and unpaid interest
if any, to, but not including, the relevant ConvensDate shall be deemed to be paid in full rathan canceled, extinguished or forfeited. U
a conversion of Notes into a combination of cagthgtrares of Common Stock, any accrued and unpieicest will be deemed to be paid first
out of the cash paid upon such conversion. Nottatiding the foregoing, if Notes are converted afterclose of business on a Special Intere:
Record Date, Holders of such Notes as of the adseisiness on such Special Interest Record Ddteageive the full amount of any Special
Interest payable on such Notes on the corresporglegial Interest Payment Date notwithstandingtiveversion. Notes surrendered for
conversion during the period from the close of bess on any Special Interest Record Date to the opbusiness on the immediately
following Special Interest Payment Date must beagzanied by funds equal to the amount of any istgrayable on the Notes so converted,;
provided that no such payment shall be requiredofldonversions following November 15, 2018, ife8jal Interest is payable on the Maturity
Date; (2) if the Company has specified a Fundanh@ttange Repurchase Date that is after a Spedaielst Record Date and on or prior to the
Scheduled Trading Day immediately succeeding theesponding Special Interest Payment Date; org8)e extent of any Defaulted
Amounts, if any Defaulted Amounts exists at theetiof conversion with respect to such Note. Theeeffor the avoidance of doubt, all Hold
of record on November 15, 2018 (if and to the eix&pecial Interest is payable on the Maturity Dat®) any Fundamental Change Repurcha:
Date as described in the immediately precedingeseetshall receive the full interest payment dugherMaturity Date or other applicable
Special Interest Payment Date regardless of whétleérNotes have been converted following suchcBpénterest Record Date.

(i) The Person in whose name the certificate fgr gtrares of Common Stock delivered upon convelisioegistered shall be treated as a
stockholder of record as of the close of businesthe relevant Conversion Date (if the Companytslarsatisfy the related Conversion
Obligation by Physical Settlement) or the last TmgdDay of the relevant Observation Period (if @@mpany elects to satisfy the related
Conversion Obligation by Combination Settlement)itee case may be. Upon a conversion of Notes, RBadon shall no longer be a Holder of
such Notes surrendered for conversion.
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(j) The Company shall not issue any fractional slefrCommon Stock upon conversion of the Notesshradl instead pay cash in lieu of
delivering any fractional share of Common Stockigse upon conversion based on the Daily VWAP erétevant Conversion Date (in the
case of Physical Settlement) or based on the YAWAP on the last Trading Day of the relevant Obagéinn Period (in the case of
Combination Settlement). For each Note surrendimedonversion, if the Company has elected (oreisnded to have elected) Combination
Settlement, the full number of shares that shalkbeed upon conversion thereof shall be computeth® basis of the aggregate Daily
Settlement Amounts for the relevant Observationdd@eand any fractional shares remaining after sichputation shall be paid in cash.

Section 14.03 Increased Conversion Rate Applicable to Certaiteld Surrendered in Connection with Make-Whole Romehtal
Changes(a) If a Make-Whole Fundamental Change occurs ooimes effective prior to the Maturity Date and dddo elects to convert its
Notes in connection with such Me-Whole Fundamental Change, the Company shall, uhé@ezircumstances described below, increase the
Conversion Rate for the Notes so surrendered fovaasion by a number of additional shares of Com@imck (the “Additional Shares”), as
described below. A conversion of Notes shall bentkfor these purposes to be “in connection witithsMake-Whole Fundamental Change
if the relevant Notice of Conversion is receivedtby Conversion Agent from, and including, the Effifee Date of the Make-Whole
Fundamental Change up to, and including, the Bssilmy immediately prior to the related Fundame@talnge Repurchase Date (or, in the
case of a Make-Whole Fundamental Change that wuawld been a Fundamental Change but for subclgusktiiieprovisoin clause (b) of the
definition thereof, the 35th Trading Day immedigt&llowing the Effective Date of such Make-Wholaritlamental Change).

(b) Upon surrender of Notes for conversion in catioa with a Make-Whole Fundamental Change purst@Bection 14.01(b)(iii), the
Company shall, at its option, satisfy the relatesh&rsion Obligation by Physical Settlement, Castti&nent or Combination Settlement in
accordance with Section 14.02 based on the ComveRste as increased to reflect the Additional &aursuant to the table belogpvpvided,
however, that if, at the effective time of a Make-Wholengiamental Change described in clause (b) of theitieh of Fundamental Change,
the Reference Property following such Make-Wholaedamental Change is composed entirely of castarfprconversion of Notes following
the Effective Date of such Make-Whole Fundamentarige, the Conversion Obligation shall be calcdlatesed solely on the Stock Price for
the transaction and shall be deemed to be an améaash per $1,000 principal amount of convertede equal to the Conversion Rate
(including any adjustment for Additional Sharaa)ltiplied bysuch Stock Price. In such event, the Conversiong@tibn shall be determined
and paid to Holders in cash on the third Businesg llowing the Conversion Date. The Company shatlfy the Holders, the Trustee and
Conversion Agent (if other than the Trustee) of Hffective Date of any Make-Whole Fundamental Cleang later than five Business Days
after such Effective Date.

(c) The number of Additional Shares, if any, by efhthe Conversion Rate shall be increased shalebermined by reference to the table
below, based on the date on which the Make-Whotel&mental Change occurs or becomes effective (Hftettive Date”) and the price (th
“ Stock Price”) paid (or deemed to be paid) per share of the @omStock in the
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Make-Whole Fundamental Change. If the holders ®@f@bmmon Stock receive in exchange for their Com8Btock only cash in a Make-
Whole Fundamental Change described in clause (theodlefinition of Fundamental Change, the Stodé&ePshall be the cash amount paid per
share. Otherwise, the Stock Price shall be theageecof the Last Reported Sale Prices of the Confatock over the five Trading Day period
ending on, and including, the Trading Day immedjapeeceding the Effective Date of the Make-WhoilsnBamental Change. The Board of
Directors shall make appropriate adjustments tdtioek Price, in its good faith determination, éc@unt for any adjustment to the Conversior
Rate that becomes effective, or any event requaimgdjustment to the Conversion Rate where thBikixlend Date of the event occurs,
during such five consecutive Trading Day period.

(d) The Stock Prices set forth in the column hegsliof the table below shall be adjusted as of ety dn which the Conversion Rate of
the Notes is otherwise adjusted. The adjusted Roicles shall equal the Stock Prices applicableadiately prior to such adjustment,
multiplied bya fraction, the numerator of which is the ConvardRate immediately prior to such adjustment giviisg to the Stock Price
adjustment and the denominator of which is the @osien Rate as so adjusted. The number of AdditiBhares set forth in the table below
shall be adjusted in the same manner and at the 8ara as the Conversion Rate as set forth in @ed#.04.

Stock Price
Effective Dat $35.62 $37.50 $40.00 $42.50 $45.00 $53.43 $60.00 $75.00 $100.0C $125.0C $150.00
November 26, 201 9.358( 8.463: 7.391¢ 6.482F 5.706¢ 3.799F 2.822¢( 1.499¢ 0.566:¢ 0.217¢ 0.076¢
December 1, 201 9.358( 8.681: 7.535¢ 6.566¢ 5.7417 3.729¢ 2.713¢ 1.3697 0.469:¢ 0.159' 0.046:
December 1, 201 9.358( 8.729: 7.509¢ 6.4807 5.608° 3.506: 2.468: 1.145¢ 0.332t 0.089: 0.016:
December 1, 201 9.358( 8.528( 7.229. 6.138¢ 5.220: 3.049¢ 2.021( 0.800: 0.165: 0.024: 0.000:
December 1, 201 9.358( 8.119: 6.699¢ 5.512¢ 4.523: 2.273. 1.301¢ 0.3397 0.022¢ 0.000C 0.000¢(
December 1, 201 9.358( 7.950¢ 6.283¢ 4.813: 3.506. 0.000( 0.000C 0.000C 0.000C 0.000C 0.000¢

(e) The exact Stock Prices and Effective Dates nuiype set forth in the table above, in which case:

(i) if the Stock Price is between two Stock Prigethe table above or the Effective Date is betwmemEffective Dates in the table
above, the number of Additional Shares by whichGbeaversion Rate shall be increased shall be detethby a straight-line
interpolation between the number of Additional ®isaset forth for the higher and lower Stock Pranes the earlier and later Effective

Dates, as applicable, based on a 365-day year;

(ii) if the Stock Price is greater than $150.00 gieaire (subject to adjustment in the same mannéeastock Prices set forth in the
column headings of the table above pursuant toestilos (d) above), no Additional Shares shall baéealdto the Conversion Rate; and

62



(iii) if the Stock Price is less than $35.62 peargh(subject to adjustment in the same mannereaSttitk Prices set forth in the
column headings of the table above pursuant toesaios (d) above), no Additional Shares shall beéealdto the Conversion Rate.

Notwithstanding the foregoing, in no event shadl @onversion Rate per $1,000 principal amount deblexceed 28.0741 shares of Comi
Stock, subject to adjustment in the same manntreaSonversion Rate pursuant to Section 14.04.

() Nothing in this Section 14.03 shall preventaatjustment to the Conversion Rate pursuant to @ed#.04 in respect of a Make-Whole
Fundamental Change.

Section 14.04 Adjustment of Conversion Raféhe Conversion Rate shall be adjusted from tintémie by the Company if any of the
following events occurs, except that the Comparal stot make any adjustments to the Conversion R&telders of the Notes participate
(other than in the case of a share split or shamgbation), at the same time and upon the samestas holders of the Common Stock and
solely as a result of holding the Notes, in anyheftransactions described in this Section 14.04howt having to convert their Notes, as if they
held a number of shares of Common Stock equaleg@tinversion Ratenultiplied bythe principal amount (expressed in thousands) aéo
held by such Holder.

(a) If the Company exclusively issues shares of @omStock as a dividend or distribution on all wbstantially all shares of the
outstanding Common Stock, or if the Company effacthare split or share combination, the ConverRiate shall be adjusted based on the
following formula:

y : OSs'
CR'= {.Ru Ho—
s,

where,

CRo = the Conversion Rate in effect immediately priothte open of business on the Ex-Dividend Date fehsiividend or
distribution, or immediately prior to the open afdiness on the Effective Date of such share sphare combination, as
applicable;

CR' = the Conversion Rate in effect immediately aftergpen of business on such-Dividend Date or Effective Dat

OSo = the number of shares of Common Stock outstandimgediately prior to the open of business on sucibiidend Date or
Effective Date; an

os’ = the number of shares of Common Stock outstandimgeidiately after giving effect to such dividend,tdimution, share split or

share combinatior

Any adjustment made under this Section 14.04(d) Beaome effective immediately after the open asibess on the Ex-Dividend Date for
such dividend or distribution, or immediately after
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the open of business on the Effective Date for sinare split or share combination, as applicableny dividend or distribution of the type
described in this Section 14.04(a) is declarechbtiso paid or made, or any share split or comtuinaif the type described in this

Section 14.04(a) is announced but the outstandiages of Common Stock are not split or combinedhasase may be, the Conversion Rate
shall be immediately readjusted, effective as efdhte the Board of Directors determines not tosueth dividend or distribution, or not to sj
or combine the outstanding shares of Common Stxck)e case may be, to the Conversion Rate thdtloen be in effect if such dividend or
distribution had not been declared or such shdieosgcombination had not been announced.

(b) If the Company issues to all or substantiallihalders of the outstanding Common Stock anytsghptions or warrants entitling
them, for a period of not more than 45 calendasdsdier the announcement date of such issuansepgzeribe for or purchase shares of the
Common Stock at a price per share that is lessttieaaverage of the Last Reported Sale Priceseo€ttimmon Stock for the 10 consecutive
Trading Day period ending on, and including, thadiing Day immediately preceding the date of annement of such issuance, the
Conversion Rate shall be increased based on tlesvfoh formula:

5 y 08§, + X
(_, Rl — L R 0 W "l—
0S,+Y
where,
CRo = the Conversion Rate in effect immediately priothte open of business on the- Dividend Date for such issuanc
CR' = the Conversion Rate in effect immediately afterdgpen of business on such- Dividend Date
OSo = the number of shares of Common Stock outstandimgediately prior to the open of business on suc-Dividend Date
X = the total number of shares of Common Stock issualnlsuant to such rights, options or warrants;
Y = the number of shares of Common Stock equal todlgecgate price payable to exercise such rightsmpor warrantsjivided

bythe average of the Last Reported Sale Prices aftimemon Stock over the 10 consecutive Trading Dajod ending on,
and including, the Trading Day immediately precegdime date of announcement of the issuance of sgiets, options or
warrants.

Any increase made under this Section 14.04(b) sleathade successively whenever any such right®ngpbr warrants are issued and shall
become effective immediately after the open of hess on the Ex-Dividend Date for such issuanceh@&@xtent that shares of the Common
Stock are not delivered after the expiration ofhstights, options or warrants, the Conversion Rhtdl be decreased to the Conversion Rate
that would then be in effect had the increase vatipect to the issuance of such rights, optiongasrants been made on the basis of delive
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only the number of shares of Common Stock actwelivered. If such rights, options or warrants moéso issued, the Conversion Rate shall
be decreased to the Conversion Rate that wouldit@én effect if such Ex-Dividend Date for suchuigsce had not occurred.

For purposes of this Section 14.04(b) and Sectb@lib)(ii))(A), in determining whether any rightgtions or warrants entitle the hold
to subscribe for or purchase shares of the Comnmek &t less than such average of the Last Rep&aéziPrices of the Common Stock for
10 consecutive Trading Day period ending on, actliding, the Trading Day immediately preceding dlage of announcement for such
issuance, and in determining the aggregate offgriigg of such shares of Common Stock, there $leafaken into account any consideration
received by the Company for such rights, optionswamrants and any amount payable on exercise ofetsion thereof, the value of such
consideration, if other than cash, to be determimethe Board of Directors.

(c) If the Company distributes shares of its Cd8tack, evidences of its indebtedness, other asggiroperty of the Company or rights,
options or warrants to acquire its Capital Stockthier securities of the Company, to all or sulisdliy all holders of the outstanding Common
Stock, excluding (i) dividends, distributions osusinces as to which an adjustment was effectediamirto Section 14.04(a) or Section 14.04
(b), (ii) dividends or distributions paid excluslyén cash as to which an adjustment was effectedyant to Section 14.04(d), (iii) distributic
of Reference Property in a transaction describegkiction 14.07 and (iv) Spin-Offs as to which thevgsions set forth below in this
Section 14.04(c) shall apply (any of such shareSagfital Stock, evidences of indebtedness, othsata®r property or rights, options or
warrants to acquire Capital Stock or other se@sjtihe ‘Distributed Property "), then the Conversion Rate shall be increaseddas the
following formula:

SP,
CR'=CR,x———
SP, - FMV
where,
CRo = the Conversion Rate in effect immediately priothte open of business on the-Dividend Date for such distributio
CR' = the Conversion Rate in effect immediately afterdpen of business on such-Dividend Date
SPo = the average of the Last Reported Sale Prices aEtmmon Stock over the 10 consecutive Trading Baijod ending on, and
including, the Trading Day immediately preceding Er-Dividend Date for such distribution; al

FMV = the fair market value (as determined by the Bo&fdiectors) of the Distributed Property with resp® each outstanding sh

of the Common Stock on the -Dividend Date for such distributio

Any increase made under the portion of this Secti®04(c) above shall become effective immediaadigr the open of business on the Ex-
Dividend Date for such distribution. If such
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distribution is not so paid or made, the Conver&ate shall be decreased to the Conversion Ratevthdd then be in effect if such
distribution had not been declared. Notwithstandimgforegoing, if “FMV” (as defined above) is etitmor greater than “S¢”’ (as defined
above), in lieu of the foregoing increase, eachddobf a Note shall receive, in respect of eacB®@1 principal amount thereof, at the same
time and upon the same terms as holders of the @on8tock receive the Distributed Property, the amamnd kind of Distributed Property
such Holder would have received if such Holder advaenumber of shares of Common Stock equal to trev€'sion Rate in effect on the Ex-
Dividend Date for the distribution. If the Board Directors determines the “FMV” (as defined aboakany distribution for purposes of this
Section 14.04(c) by reference to the actual or wiksmed trading market for any securities, it shraloing so consider the prices in such
market over the same period used in computing #st Reported Sale Prices of the Common Stock teet® consecutive Trading Day per
ending on, and including, the Trading Day immedyapeeceding the Ex-Dividend Date for such disttibn.

With respect to an adjustment pursuant to thisi&edi4.04(c) where there has been a payment ofidedid or other distribution on the
Common Stock of shares of Capital Stock of anysctasseries, or similar equity interest, of or tielgto a Subsidiary or other business unit of
the Company, that are, or, when issued, will lstedl or admitted for trading on a U.S. nationalisées exchange (aSpin-Off "), the
Conversion Rate shall be increased based on tlesvfoh formula:

it g FMV, + MP,
CR'=CR,x—2— "0
MP,
where,
CRo = the Conversion Rate in effect immediately priothte end of the Valuation Peric
CR' = the Conversion Rate in effect immediately afterahd of the Valuation Perio
FMV o =  the average of the Last Reported Sale Prices dC#ipital Stock or similar equity interest distriedtto holders of the Common
Stock applicable to one share of the Common Stdete(mined by reference to the definition of LaspBrted Sale Price as set
forth in Section 1.01 as if references therein éon@on Stock were to such Capital Stock or simitpiity interest) over the
first 10 consecutive Trading Day period after, anduding, the Ex-Dividend Date for the Spin-Offiét“ Valuation Period ");
and
MP o = the average of the Last Reported Sale Prices aEtmemon Stock over the Valuation Peri

The adjustment to the Conversion Rate under theedieg paragraph shall occur on the last Trading @dhe Valuation Periodyrovidedthat
in respect of any conversion of Notes during thé&ustdon Period, references in the portion of thest®n 14.04(c) related to Spin-Offs with
respect to 10 Trading Days shall be deemed toplaaed with such lesser number of Trading Daysaas lelapsed between the Ex-Dividend
Date for such Spin-Off and the Conversion Datedatedmining the Conversion Rate. If the Ex-Dividdbate of the Spin-Off is after the 10th
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Trading Day immediately preceding, and includirigg €nd of any Observation Period in respect ofraexsion of Notes, references in this
Section 14.04(c) related to Spin-Offs to 10 Traddays will be deemed to be replaced, solely ineespf that conversion of Notes, with such
lesser number of Trading Days as have elapsed frathjncluding, the Ex-Dividend Date for the Spiff-t9, and including, the last Trading
Day of such Observation Period.

For purposes of this Section 14.04(c) (and sulijeall respect to Section 14.11), rights, optionsvarrants distributed by the Compan
all holders of the Common Stock entitling them wbscribe for or purchase shares of the Companystélsstock, including Common Stock
(either initially or under certain circumstanceshich rights, options or warrants, until the ocemce of a specified event or eventJ figger
Event”): (i) are deemed to be transferred with such ehaf the Common Stock; (ii) are not exercisabbel @i) are also issued in respect of
future issuances of the Common Stock, shall be ddamt to have been distributed for purposes af$ieiction 14.04(c) (and no adjustment to
the Conversion Rate under this Section 14.04(d)beirequired) until the occurrence of the earliesgger Event, whereupon such rights,
options or warrants shall be deemed to have bestribdited and an appropriate adjustment (if amgdglired) to the Conversion Rate shall be
made under this Section 14.04(c). If any such rigption or warrant, including any such existinghts, options or warrants distributed prior to
the date of this Indenture, are subject to eveitsn the occurrence of which such rights, optianwarrants become exercisable to purchase
different securities, evidences of indebtednesstiuer assets, then the date of the occurrenceyadiiach each such event shall be deemed to be
the date of distribution and Ex-Dividend Date wigspect to new rights, options or warrants withhsughts (in which case the existing rights,
options or warrants shall be deemed to terminadecaipire on such date without exercise by any ettblders thereof). In addition, in the e\
of any distribution (or deemed distribution) oflrtg, options or warrants, or any Trigger Eventtbeoevent (of the type described in the
immediately preceding sentence) with respect tbetett was counted for purposes of calculatings&riution amount for which an adjustm:
to the Conversion Rate under this Section 14.04é&s) made, (1) in the case of any such rights, ogtio warrants that shall all have been
redeemed or purchased without exercise by any rotbereof, upon such final redemption or purcli@séhe Conversion Rate shall be
readjusted as if such rights, options or warraats ot been issued and (y) the Conversion Ratéthleal again be readjusted to give effect to
such distribution, deemed distribution or Triggeeht, as the case may be, as though it were adisisibution, equal to the per share
redemption or purchase price received by a holdéolwers of Common Stock with respect to suchtsigbptions or warrants (assuming such
holder had retained such rights, options or wasjamtade to all holders of Common Stock as of tite df such redemption or purchase, and
(2) in the case of such rights, options or warrémas shall have expired or been terminated witlesetcise by any holders thereof, the
Conversion Rate shall be readjusted as if suchs;igiptions and warrants had not been issued.

For purposes of Section 14.04(a), Section 14.0dkfd)this Section 14.04(c), if any dividend or disttion to which this Section 14.04(c)
is applicable also includes one or both of:

(A) a dividend or distribution of shares of Comntatock to which Section 14.04(a) is applicable (tli&ause A Distribution ™); or
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(B) a dividend or distribution of rights, optionswarrants to which Section 14.04(b) is applicgthe “ Clause B Distribution "),

then, in either case, (1) such dividend or distiday other than the Clause A Distribution and @ause B Distribution, shall be deemed to |
dividend or distribution to which this Section 14(6) is applicable (the Clause C Distribution”) and any Conversion Rate adjustment
required by this Section 14.04(c) with respectuchsClause C Distribution shall then be made, @)dhe Clause A Distribution and Clause B
Distribution shall be deemed to immediately folltve Clause C Distribution and any Conversion Rdjesdment required by Section 14.04(a)
and Section 14.04(b) with respect thereto shatl tteemade, except that, if determined by the Comanhe “Ex-Dividend Date” of the
Clause A Distribution and the Clause B Distributgirall be deemed to be the Bisidend Date of the Clause C Distribution and éi)y share
of Common Stock included in the Clause A Distribator Clause B Distribution shall be deemed ndigdoutstanding immediately prior to
the open of business on such Ex-Dividend Date fadi¥e Date” within the meaning of Section 14.044a"outstanding immediately prior to
the open of business on such Ex-Dividend Date”iwithe meaning of Section 14.04(b).

(d) If any cash dividend or distribution is madeatbor substantially all holders of the outstagd@®ommon Stock, the Conversion Rate
shall be adjusted based on the following formula:

: SP,
CR'=CR,x——"—
JS]-}H i
where,
CRo = the Conversion Rate in effect immediately priothte open of business on the Ex-Dividend Date fehgiividend or
distribution;
CR' = the Conversion Rate in effect immediately aftergpen of business on the -Dividend Date for such dividend or distributic
SPo = the Last Reported Sale Price of the Common Stodkerading Day immediately preceding the Ex-Dérid Date for such
dividend or distribution; an
C = the amount in cash per share the Company distsliatell or substantially all holders of the outsting Common Stoc}

Any increase pursuant to this Section 14.04(d) sielome effective immediately after the open diibess on the Ex-Dividend Date for such
dividend or distribution. If such dividend or dibuition is not so paid, the Conversion Rate shallecreased, effective as of the date the Boa
of Directors determines not to make or pay suciddivd or distribution, to be the Conversion Ratd thould then be in effect if such dividend
or distribution had not been declared. Notwithstagdhe foregoing, if “C” (as defined above) is afjto or greater than “S§#' (as defined
above), in lieu of the foregoing increase, eachddobf a Note shall receive, for each $1,000 ppialcamount of Notes, at the same time and
upon the same terms as holders
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of shares of the Common Stock, the amount of dasthstuch Holder would have received if such Holmlened a number of shares of Commor
Stock equal to the Conversion Rate on the Ex-Divid@ate for such cash dividend or distribution.

(e) If the Company or any of its Subsidiaries makgayment in respect of a tender or exchange fifféehe Common Stock, to the extent
that the cash and value of any other consideraticlnded in the payment per share of the Commonk3taceeds the average of the Last
Reported Sale Prices of the Common Stock over@mhsecutive Trading Day period commencing on,iacldiding, the Trading Day next
succeeding the last date on which tenders or eggsamay be made pursuant to such tender or excloffiegethe Conversion Rate shall be
increased based on the following formula:

AC+ (SP, <08, )

L‘R 1 = lL‘R [} . .
0S, xSP,

where,

CRo = the Conversion Rate in effect immediately priothte close of business on the 10th Trading Day imateky following, and
including, the Trading Day next succeeding the dath tender or exchange offer expi

CR1 = the Conversion Rate in effect immediately afterdlose of business on the 10th Trading Day immedidollowing, and
including, the Trading Day next succeeding the dateh tender or exchange offer expi

AC = the aggregate value of all cash and any other deration (as determined by the Board of Directpesyl or payable for shares
of Common Stock purchased in such tender or ex@haffgr;

OSo = the number of shares of Common Stock outstandimgeidiately prior to the date such tender or excharfige expires (prior tc
giving effect to the purchase of all shares of Camr8tock accepted for purchase or exchange intemcker or exchange
offer);

0S: = the number of shares of Common Stock outstandimgeidiately after the date such tender or exchanfge efpires (after
giving effect to the purchase of all shares of Camr8tock accepted for purchase or exchange intsmcker or exchange
offer); and

SP1 = the average of the Last Reported Sale Prices dE@tmemon Stock over the 10 consecutive Trading Baijod commencing on,

and including, the Trading Day next succeedingddwe such tender or exchange offer exp

The adjustment to the Conversion Rate under thii@®el14.04(e) shall occur at the close of busimesthe 10th Trading Day immediately
following, and including, the Trading Day next seeding the date such tender or exchange offerexpirovidedthat in respect of any
conversion of Notes within the 10 Trading Days indilmé&ely following, and including, the
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Trading Day next succeeding the date such tendexarange offer expires, references in this Sedtbf4(e) with respect to 10 Trading Days
shall be deemed replaced with such lesser numbEmagding Days as have elapsed between the datsublattender or exchange offer expires
and the Conversion Date in determining the ConearBiate. In addition, if the Trading Day next suatiag the date such tender or exchange
offer expires is after the 10th Trading Day immeeliapreceding, and including, the end of any Obestgon Period in respect of a conversio
Notes, references in this Section 14.04(e) to Halifig Days shall be deemed to be replaced, salelysipect of that conversion of Notes, v
such lesser number of Trading Days as have eldps®d and including, the Trading Day next succegdire date such tender or exchange
offer expires to, and including, the last Tradingyldf such Observation Period.

(f) Notwithstanding this Section 14.04 or any otpesvision of this Indenture or the Notes, if a @ersion Rate adjustment becomes
effective on any Ex-Dividend Date, and a Holdet thes converted its Notes on or after such Ex-@ra@iDate and on or prior to the related
Record Date would be treated as the record holddvecshares of Common Stock as of the related @sion Date as described under
Section 14.02(i) based on an adjusted Conversioa fRasuch Ex-Dividend Date, then, notwithstanding Conversion Rate adjustment
provisions in this Section 14.04, the ConversioteRaljustment relating to such Ex-Dividend Datdlsi@ be made for such converting
Holder. Instead, such Holder shall be treated asdh Holder were the record owner of the shar€ofimon Stock on an unadjusted basis
participate in the related dividend, distributianother event giving rise to such adjustment.

(g) Except as stated herein, the Company shakdijoist the Conversion Rate for the issuance ofeshafrthe Common Stock or any
securities convertible into or exchangeable forashaf the Common Stock or the right to purchaseeshof the Common Stock or such
convertible or exchangeable securities.

(h) In addition to those adjustments required layses (a), (b), (¢), (d) and (e) of this Sectioi®4dand to the extent permitted by
applicable law and subject to the applicable rofesny exchange on which any of the Company’s séesiare then listed, the Company from
time to time may increase the Conversion Rate lyyaamount for a period of at least 20 Business Dfaye Board of Directors determines that
such increase would be in the Company’s best istele addition, to the extent permitted by apfiedaw and subject to the applicable rules
of any exchange on which any of the Company’s stesilare then listed, the Company may (but isrequired to) increase the Conversion
Rate to avoid or diminish any income tax to hold#r€ommon Stock or rights to purchase Common Stodonnection with a dividend or
distribution of shares of Common Stock (or riglitstquire shares of Common Stock) or similar ewaitenever the Conversion Rate is
increased pursuant to either of the preceding emtesices, the Company shall mail to the HoldelaoheNote at its last address appearing on
the Note Register a notice of the increase at [Easiays prior to the date the increased ConveRain takes effect, and such notice shall stat
the increased Conversion Rate and the period dwririgh it will be in effect.

(i) Notwithstanding anything to the contrary inghrticle 14, the Conversion Rate shall not be stejd:
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(i) upon the issuance of any shares of Common Stacsuant to any present or future plan providimgtfie reinvestment of
dividends or interest payable on the Company’srigesi and the investment of additional optionaloammts in shares of Common Stock
under any plan;

(ii) upon the issuance of any shares of CommonkStooptions or rights to purchase those sharesuaunt to any present or future
employee, director or consultant benefit plan agpam of or assumed by the Company or any of thregamy’s Subsidiaries;

(iii) upon the issuance of any shares of the Com@tmek pursuant to any option, warrant, right cgreisable, exchangeable or
convertible security not described in clause (fii)his subsection and outstanding as of the daé\ibtes were first issued

(iv) upon the repurchase of shares of Common Spackuant to an open-market share repurchase pragrather buy-back
transaction that is not a tender offer or exchaoftgr of the nature described in Section 14.04(e);

(v) solely for a change in the par value of the Gwn Stock; or
(vi) for accrued and unpaid interest, if any.

()) The Company shall not be required to make gasachent pursuant to clauses (a), (b), (c), (dedof this Section 14.04 unless such
adjustment would result in a change of at leasbi%e then effective Conversion Rate. However,Gbenpany shall carry forward any
adjustment that the Company would otherwise haweake and take that adjustment into account insabygequent adjustment.
Notwithstanding the foregoing, all such car-forward adjustments shall be made with respetitédNotes (i) in connection with any
subsequent adjustment to the Conversion Ratele&st 1% of the Conversion Rate (when such cafdeslard adjustments are taken into
account) and (i) (x) on the Conversion Date foy &lotes (in the case of Physical Settlement) ahaifyeach Trading Day of any Observation
Period (in the case of Cash Settlement or Comhinaiettlement). All calculations and other deteations under this Article 14 shall be made
by the Company and shall be made to the nearegseorthousandth (1/10,000) of a share.

(k) Whenever the Conversion Rate is adjusted aserovided, the Company shall promptly file wikle Trustee (and the Conversion
Agent if not the Trustee) an OfficerCertificate setting forth the Conversion Raterasuch adjustment and setting forth a brief staterof the
facts requiring such adjustment. Unless and uriReéaponsible Officer of the Trustee shall haveiwecksuch Officer's Certificate, the Trustee
shall not be deemed to have knowledge of any adprst of the Conversion Rate and may assume withquiry that the last Conversion Rate
of which it has knowledge is still in effect. Protlypafter delivery of such certificate, the Compaahall prepare a notice of such adjustment of
the Conversion Rate setting forth the adjusted €wmion Rate and the date on which each adjustnamointes effective and shall mail such
notice of such adjustment of the Conversion Ratatth Holder at its last address appearing on tite Register of this Indenture. Failure to
deliver such notice shall not affect the legalityalidity of any such adjustment.
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() For purposes of this Section 14.04, the nuntdfeshares of Common Stock at any time outstandiradl aot include shares of Comm
Stock held in the treasury of the Company so Ianthe Company does not pay any dividend or makedattbution on shares of Common
Stock held in the treasury of the Company, butlshelude shares of Common Stock issuable in respiescrip certificates issued in lieu of
fractions of shares of Common Stock.

Section 14.05 Adjustments of Price§Vhenever any provision of this Indenture requires€ompany to calculate the Last Reported Sal
Prices, the Daily VWAPs, the Daily Conversion Vaue the Daily Settlement Amounts over a span dtipie days (including an Observati
Period and the period for determining the Stockd>for purposes of a Make-Whole Fundamental Chatige)Company shall make
appropriate adjustments to each to account foragiystment to the Conversion Rate that becomesti¥e or any event requiring an
adjustment to the Conversion Rate where the Exdeiil Date of the event occurs, at any time dufiegoeriod when the Last Reported Sale
Prices, the Daily VWAPSs, the Daily Conversion Vaue the Daily Settlement Amounts are to be catedla

Section 14.06 Shares to Be Fully Paidhe Company shall provide, free from preemptivétsgout of its authorized but unissued share
or shares held in treasury, sufficient shares ah@on Stock to provide for conversion of the Notesif time to time as such Notes are
presented for conversion (assuming that at the ¢ife®@mputation of such number of shares, all $uotes would be converted by a single
Holder and that Physical Settlement is applicable).

Section 14.07Effect of Recapitalizations, Reclassifications &inges of the Common Stock.

(a) In the case of:

(i) any recapitalization, reclassification or charaf the Common Stock (other than changes resuitimg a subdivision or
combination),

(ii) any consolidation, merger or combination inviag the Company,

(iii) any sale, lease or other transfer to a tipiadty of the consolidated assets of the Companyttem@€ompany’s Subsidiaries
substantially as an entirety or

(iv) any statutory share exchange,

in each case, as a result of which the Common Stockd be converted into, or exchanged for, stotker securities, other property or assets
(including cash or any combination thereof) (angtsavent, a Merger Event”), then, at and after the effective time of such Meigeent, th
right to convert each $1,000 principal amount ofédéashall be changed into a right to convert sutitipal amount of Notes into the kind and
amount of shares of stock, other securities orrgih@perty or assets (including cash or any contliinahereof) that a holder of a number of
shares of Common Stock equal to the Conversion iRatediately prior to such Merger Event would havened or been entitled to receive
(the “Reference Property”, with each “unit of Reference Property” meaning the kind and amount of Reference Propbet/a holder of

one share of Common Stock is entitled to receip@nusuch Merger Event and, prior to or at the
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effective time of such Merger Event, the Companthersuccessor or purchasing Person, as the casbanshall execute with the Trustee a
supplemental indenture permitted under Section1Xf).@roviding for such change in the right to certveach $1,000 principal amount of
Notes;provided, however, that at and after the effective time of the Mergeent (A) the Company shall continue to haveripht to

determine the form of consideration to be paidalivéred, as the case may be, upon conversion tfNp accordance with Section 14.02 and
(B) (I) any amount payable in cash upon conversioine Notes in accordance with Section 14.02 stwitinue to be payable in cash, (Il) any
shares of Common Stock that the Company would baea required to deliver upon conversion of theeNdh accordance with Section 14.02
shall instead be deliverable in the amount and tfgReference Property that a holder of that nunobshares of Common Stock would have
received in such Merger Event and (1) the DailWw¥P shall be calculated based on the value (asrdated by the Board of Directors) of a
unit of Reference Property.

If the Merger Event causes the Common Stock toobeerted into, or exchanged for, the right to reeenore than a single type of
consideration (determined based in part upon amy fif stockholder election), then (i) the RefereReeperty into which the Notes will be
convertible shall be deemed to be (x) the weightestage of the types and amounts of consideratiogived by the holders of Common Stock
that affirmatively make such an election or (yhif holders of Common Stock affirmatively make saolelection, the types and amounts of
consideration actually received by the holders @in@on Stock, and (ii) the unit of Reference Propfat purposes of the immediately
preceding paragraph shall refer to the consideratéerred to in clause (i) attributable to onerst Common Stock. If the holders of
Common Stock receive only cash in such Merger Exhanh for all conversions that occur after theetffze date of such Merger Event (A) the
consideration due upon conversion of each $1,0@@ipal amount of Notes shall be solely cash irmarount equal to the Conversion Rate in
effect on the Conversion Date (as may be increbgethy Additional Shares pursuant to Section 14.108jtiplied bythe price paid per share
of Common Stock in such Merger Event and (B) thenany shall satisfy the Conversion Obligation byipg cash to converting Holders on
the third Business Day immediately following thé&ek@nt Conversion Date. The Company shall notifyddcs, the Trustee and the Conversior
Agent (if other than the Trustee) of such weigtdaegdrage as soon as practicable after such deteiomns made.

Such supplemental indenture described in the seicomediately preceding paragraph shall provideafati-dilution and other
adjustments that shall be as nearly equivalerg pessible to the adjustments provided for in #rigcle 14. If, in the case of any Merger Eve
the Reference Property includes shares of stockyisies or other property or assets (includindhoaisany combination thereof) of a Person
other than the successor or purchasing corpora®the case may be, in such Merger Event, thénsygplemental indenture shall also be
executed by such other Person and shall contalm additional provisions to protect the interestshaf Holders of the Notes as the Board of
Directors shall reasonably consider necessary dsoreof the foregoing, including the provisionsviding for the purchase rights set forth in
Article 15.

(b) When the Company executes a supplemental indeptirsuant to subsection (a) of this Section7,4le Company shall promptly
file with the Trustee an Officer’s Certificate Hiiestating the reasons therefor, the kind or ant@ircash, securities or property or asset that
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will comprise a unit of Reference Property aftey anch Merger Event, any adjustment to be made nepect thereto and that all conditions
precedent have been complied with, and shall prigmpdil notice thereof to all Holders. The Compamall cause notice of the execution of
such supplemental indenture to be mailed to eadtidrcat its address appearing on the Note Registeided for in this Indenture, within 20
days after execution thereof. Failure to delivaahsnotice shall not affect the legality or validdf/such supplemental indenture.

(c) The Company shall not become a party to anygeleEvent unless its terms are consistent withSkistion 14.07. None of the
foregoing provisions shall affect the right of dder of Notes to convert its Notes into cash, shafeCommon Stock or a combination of cash
and shares of Common Stock, as applicable, agsktifi Section 14.01 and Section 14.02 prior weffective date of such Merger Event.

(d) The above provisions of this Section shall Enhy apply to successive Merger Events.

(e) Upon the consummation of any Merger Event regiees to “Common Stock” shall be deemed to refanty Reference Property that
constitutes capital stock after giving effect talsiMerger Event.

Section 14.08Certain Covenants(a) The Company covenants that all shares of Cam&tock issued upon conversion of Notes will be
fully paid and non-assessable by the Company awdffom all taxes, liens and charges with respetttd issue thereof.

(b) The Company covenants that, if any shares ofiffon Stock to be provided for the purpose of casiverof Notes hereunder require
registration with or approval of any governmentatharity under any federal or state law before ssltdres of Common Stock may be validly
issued upon conversion, the Company will, to therixthen permitted by the rules and interpretatimithe Commission, secure such
registration or approval, as the case may be.

(c) The Company further covenants that if at ametthe Common Stock shall be listed on any natisealirities exchange or automated
guotation system the Company will use its comméyciaasonable efforts to list and keep listed|sw as the Common Stock shall be so
listed on such exchange or automated quotatioeisysiny Common Stock issuable upon conversioneoNibtes.

Section 14.09 Responsibility of Truste&he Trustee and any other Conversion Agent shalhhany time be under any duty or
responsibility to any Holder to determine the Casian Rate (or any adjustment thereto) or whethgrfacts exist that may require any
adjustment (including any increase) of the Conweerftate, or with respect to the nature or extembdrulation of any such adjustment when
made, or with respect to the method employed, meih®r in any supplemental indenture providedeemmployed, in making the same. The
Trustee and any other Conversion Agent shall n@deeuntable with respect to the validity or valoethe kind or amount) of any shares of
Common Stock, or of any securities, property ohdhat may at any time be issued or delivered uperconversion of any Note; and the
Trustee and any other Conversion Agent make ne@septations with respect thereto. Neither the €rgbr any Conversion Agent shall be
responsible for any failure of the Company to
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issue, transfer or deliver any shares of CommonkSto stock certificates or other securities omgemty or cash upon the surrender of any Nott
for the purpose of conversion or to comply with afiyhe duties, responsibilities or covenants ef @ompany contained in this Article.
Without limiting the generality of the foregoinggither the Trustee nor any Conversion Agent shalitder any responsibility to determine the
correctness of any provisions contained in any kupental indenture entered into pursuant to Sedttb@7 relating either to the kind or
amount of shares of stock or securities or propg@ngtuding cash) receivable by Holders upon theveosion of their Notes after any event
referred to in such Section 14.07 or to any adjestnio be made with respect thereto, but, subfetttd provisions of Section 7.01, may accep!
(without any independent investigation) as conekigvidence of the correctness of any such pravsiand shall be protected in conclusively
relying upon, the Officer’s Certificate (which t®mpany shall be obligated to file with the Trugbeer to the execution of any such
supplemental indenture) with respect thereto. Neithe Trustee nor the Conversion Agent shall bparsible for determining whether any
event contemplated by Section 14.01(b) has occuihadmnakes the Notes eligible for conversion ofamger eligible therefor until the
Company has delivered to the Trustee and the CeimreAgent the notices referred to in Section 1¢hPdvith respect to the commencemer
termination of such conversion rights, on whichices the Trustee and the Conversion Agent may asivaly rely, and the Company agree
deliver such notices to the Trustee and the Comresgent immediately after the occurrence of amghsevent or at such other times as shall
be provided for in Section 14.01(b).

Section 14.10Notice to Holders Prior to Certain Actionsn case of any:

(a) action by the Company or one of its Subsidgtiat would require an adjustment in the ConvarBate pursuant to Section 14.04 or
Section 14.11;

(b) Merger Event; or
(c) voluntary or involuntary dissolution, liquidati or winding-up of the Company or any of its Sdimies;

then, in each case (unless notice of such everthé&wise required pursuant to another provisiothisf Indenture), the Company shall cause t
be filed with the Trustee and the Conversion Adéntdther than the Trustee) and to be mailed tdddalder at its address appearing on the
Note Register, as promptly as possible but in argneat least 20 days prior to the applicable Hateinafter specified, a notice stating (i)

date on which a record is to be taken for the psgpef such action by the Company or one of its t8lidrges or, if a record is not to be taken,
the date as of which the holders of Common Stoakeodrd are to be determined for the purposesdf aation by the Company or one of its
Subsidiaries, or (ii) the date on which such Metgeent, dissolution, liquidation or winding-up ispected to become effective or occur, and
the date as of which it is expected that holdetSamhmon Stock of record shall be entitled to exgeatheir Common Stock for securities or
other property deliverable upon such Merger Evéiggolution, liquidation or winding-up. Failure gd@ve such notice, or any defect therein,
shall not affect the legality or validity of sucbt@n by the Company or one of its Subsidiariesrdée Event, dissolution, liquidation or
winding-up.
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Section 14.11 Stockholder Rights Plan.the Company has a stockholder rights plan ieaffipon conversion of the Notes, each share
of Common Stock, if any, issued upon such convarshall be entitled to receive the appropriate nema rights, if any, and the certificates
representing the Common Stock issued upon suchecsion shall bear such legends, if any, in each aasnay be provided by the terms of
any such stockholder rights plan, as the same reaniended from time to time. However, if, prioatty conversion of Notes, the rights have
separated from the shares of Common Stock in aanoedwith the provisions of the applicable stocllkorights plan so that the Holders
would not be entitled to receive any rights in exgppf Common Stock, if any, issuable upon coneersif the Notes, the Conversion Rate sha
be adjusted at the time of separation as if the @@y distributed to all or substantially all holslef the outstanding Common Stock
Distributed Property as provided in Section 14.D4gabject to readjustment in the event of the mtjgin, termination or redemption of such
rights.

Section 14.12 Limit on Issuance of Shares of Common Stock WmversionNotwithstanding anything to the contrary in this
Indenture, if an event occurs that would resulinnncrease in the Conversion Rate by an amoustdass of limitations imposed by any
shareholder approval rules or listing standardsngfnational or regional securities exchange tretaplicable to the Company, the Company
will, at its option, either obtain stockholder apgal of any issuance of Common Stock upon conversfdhe Notes in excess of such
limitations or pay cash in lieu of delivering arlyases of Common Stock otherwise deliverable upawersions in excess of such limitations
based on the Daily VWAP on each Trading Day ofr#evant Observation Period, in the case of Contiminégettlement, or the relevant
Conversion Date, in the case of Physical Settlepiemespect of which, in lieu of delivering shasd$sCommon Stock, the Company pays cash
pursuant to this Section 14.12.

ARTICLE 15
R EPURCHASE OFN OTES ATO PTION OFH OLDERS

Section 15.01lntentionally Omitted.

Section 15.02 Repurchase at Option of Holders Upon a FundaneCitange (a) If a Fundamental Change occurs at any timéh eac
Holder shall have the right, at such Holder’s optitm require the Company to repurchase for cdstf alch Holder's Notes, or any portion
thereof that is equal to $1,000 or a multiple ofo8D, on the date (theFundamental Change Repurchase Dat§ specified by the Company
that is not less than 20 calendar days or more3baralendar days following the date of the Fund#aieChange Company Notice at a
repurchase price equal to 100% of the principalamthereofplusaccrued and unpaid Special Interest thereon, if tmyut excluding, the
Fundamental Change Repurchase Date (fgntlamental Change Repurchase Pric®, unless the Fundamental Change Repurchase Date
falls after a Special Interest Record Date butoprior to the Special Interest Payment Date toclwisiuch Special Interest Record Date relates
in which case the Company shall instead pay tHeafabunt of accrued and unpaid Special Interesiyf, to Holders of record at the close of
business on such Special Interest Record Dateth@neundamental Change Repurchase Price shallua¢ ®l00% of the principal amount of
Notes to be repurchased pursuant to this Article
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(b) Repurchases of Notes under this Section 158R Ise made, at the option of the Holder therapn:

(i) delivery to the Paying Agent by a Holder of @dydcompleted notice (theFundamental Change Repurchase Notic8 in the
form set forth in Attachment 2 to the Form of Nattached hereto as Exhibit A, if the Notes are Rlayfotes, or in compliance with the
Depositary’s procedures for surrendering interistlobal Notes, if the Notes are Global Notessath case on or before the close of
business on the Business Day immediately precatim§undamental Change Repurchase Date; and

(ii) delivery of the Notes, if the Notes are Phytiblotes, to the Paying Agent at any time afteivéey of the Fundamental Change
Repurchase Notice (together with all necessary rsedaents for transfer) at the Corporate Trust @ftitthe Paying Agent, or boaatry
transfer of the Notes, if the Notes are Global Npie compliance with the procedures of the Depogitin each case such delivery being
a condition to receipt by the Holder of the FundatakChange Repurchase Price therefor.

The Fundamental Change Repurchase Notice in respanly Notes to be repurchased shall state:
(i) in the case of Physical Notes, the certifiaatienbers of the Notes to be delivered for repurchase
(ii) the portion of the principal amount of Noteskie repurchased, which must be $1,000 or a meiitireof; and
(iii) that the Notes are to be repurchased by tom@any pursuant to the applicable provisions ofNb&es and this Indenture;

provided, however, that if the Notes are Global Notes, the Fundaaig@lhange Repurchase Notice must comply with apfatepDepositary
procedures.

Notwithstanding anything herein to the contraryy &lolder delivering to the Paying Agent the FundataeChange Repurchase Notice
contemplated by this Section 15.02 shall haveitite to withdraw, in whole or in part, such Fundanta Change Repurchase Notice at any
time prior to the close of business on the BusimaEsgimmediately preceding the Fundamental CharemiRhase Date by delivery of a
written notice of withdrawal to the Paying Agentaiocordance with Section 15.03.

The Paying Agent shall promptly notify the Comparfighe receipt by it of any Fundamental Change Rease Notice or written notice
of withdrawal thereof.

(c) On or before the 20th calendar day after treuence of a Fundamental Change, the Companystoadide to all Holders of Notes
and the Trustee and the Paying Agent (in the chadPaying Agent other than the Trustee) a notite (Fundamental Change Company
Notice”) of the occurrence of the Fundamental Changedditde repurchase right at the option of the Hadeising as a result thereof. In the
case of Physical Notes, such notice shall be by
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first class mail or, in the case of Global Noteshsnotice shall be delivered in accordance withapplicable procedures of the Depositary.
Each Fundamental Change Company Notice shall specif

(i) the events causing the Fundamental Change;

(ii) the date of the Fundamental Change;

(iii) the last date on which a Holder may exerdlse repurchase right pursuant to this Article 15;
(iv) the Fundamental Change Repurchase Price;

(v) the Fundamental Change Repurchase Date;

(vi) the name and address of the Paying Agent laacCbnversion Agent, if applicable;

(vii) if applicable, the Conversion Rate and anjuatinents to the Conversion Rate;

(viii) that the Notes with respect to which a Fum#atal Change Repurchase Notice has been delibgradHolder may be
converted only if the Holder withdraws the Fundatab@hange Repurchase Notice in accordance witketines of this Indenture;

(ix) the procedures that Holders must follow touieg the Company to repurchase their Notes.

No failure of the Company to give the foregoingioe$ and no defect therein shall limit the Holdeegurchase rights or affect the
validity of the proceedings for the repurchasehef lotes pursuant to this Section 15.02.

At the Company'’s request, the Trustee shall givah swotice in the Company’s name and at the Compgaexpenseprovided, however,
that, in all cases, the text of such Fundamentain@a Company Notice shall be prepared by the Compan

(d) Notwithstanding the foregoing, no Notes maydygurchased by the Company on any date at therpptithe Holders upon a
Fundamental Change if the principal amount of tltel has been accelerated, and such acceleraforohbeen rescinded, on or prior to sucl
date (except in the case of an acceleration reguitom a Default by the Company in the paymerthefFundamental Change Repurchase
with respect to such Notes). The Paying Agent pvitimptly return to the respective Holders theranf Bhysical Notes held by it during the
acceleration of the Notes (except in the case afcarleration resulting from a Default by the Comypim the payment of the Fundamental
Change Repurchase Price with respect to such Nateahy instructions for book-entry transfer of thotes in compliance with the procedure:s
of the Depositary shall be deemed to have beeretathcand, upon such return or cancellation, asdlse may be, the Fundamental Change
Repurchase Notice with respect thereto shall bendddgo have been withdrawn.
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Section 15.03Withdrawal of Fundamental Change Repurchase Notjag A Fundamental Change Repurchase Notice mayitbdrawn
(in whole or in part) by means of a written notafevithdrawal delivered to the Paying Agent in aclance with this Section 15.03 at any time
prior to the close of business on the Businessibayediately preceding the Fundamental Change RbpsecDate, specifying:

(i) the principal amount of the Notes with respicivhich such notice of withdrawal is being subgedtt

(ii) if Physical Notes have been issued, the dedié number of the Note in respect of which suatice of withdrawal is being
submitted, and

(iii) the principal amount, if any, of such Notatlremains subject to the original Fundamental @adRepurchase Notice, which
portion must be in principal amounts of $1,000 onwtiple of $1,000;

provided, however, that if the Notes are Global Notes, the noticestnemomply with appropriate procedures of the Depogi

Section 15.04 Deposit of Fundamental Change Repurchase P(&@erhe Company will deposit with the Trustee (tres Paying Agent
appointed by the Company, or if the Company isngcéis its own Paying Agent, set aside, segregatéaid in trust as provided in
Section 4.04) on or prior to 11:00 a.m., New Yoity@me, on the Fundamental Change Repurchase &atanount of money sufficient to
repurchase all of the Notes to be repurchaseceapropriate Fundamental Change Repurchase Bribgect to receipt of funds and/or Notes
by the Trustee (or other Paying Agent appointetheyCompany), payment for Notes surrendered farrdase (and not withdrawn prior to
the close of business on the Business Day immégliateceding the Fundamental Change Repurchasg ddtée made on the later of (i) the
Fundamental Change Repurchase Dg@i®Yidedthe Holder has satisfied the conditions in Sectibi®2) and (i) the time of book-entry
transfer or the delivery of such Note to the Trag@ other Paying Agent appointed by the Compéagythe Holder thereof in the manner
required by Section 15.02 by mailing checks foraheunt payable to the Holders of such Notes edtitiereto as they shall appear in the |
Registerprovided, however, that payments to the Depositary shall be madeitg/transfer of immediately available funds to #ueount of
the Depositary or its nominee. The Trustee shedimptly after such payment and upon written demtanthe Company, return to the Comp
any funds in excess of the Fundamental Change Riepse Price.

(b) If by 11:00 a.m. New York City time, on the Flamental Change Repurchase Date, the Trusteeh@r Baying Agent appointed by
the Company) holds money sufficient to make paymoerdll the Notes or portions thereof that ared¢adpurchased on such Fundamental
Change Repurchase Date, then, with respect to ebesithat have been properly surrendered for répsecand have not been validly
withdrawn in accordance with the provisions of timdenture, (i) such Notes will cease to be outditam (ii) interest, if and to the extent any
interest is payable on such date, will cease touagosn such Notes (whether or not book-entry tiemsff the Notes has been made or the Note:
have been delivered to the Trustee
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or Paying Agent) and (iii) all other rights of thlders of such Notes will terminate (other thaa tight to receive the Fundamental Change
Repurchase Price).

(c) Upon surrender of a Note that is to be repwsetian part pursuant to Section 15.02, the Comphalil execute and the Trustee shall
authenticate and deliver to the Holder a new Notni authorized denomination equal in principal amdo the unrepurchased portion of the
Note surrendere

Section 15.05Covenant to Comply with Applicable Laws Upon Repase of NotesIn connection with any repurchase offer, the
Company will, if required:

(a) comply with the provisions of Rule 13e-4, Rue-1 and any other tender offer rules under treh&xge Act;
(b) file a Schedule TO or any other required scheednder the Exchange Act; and

(c) otherwise comply with all applicable federatiastate securities laws in connection with anyrdffethe Company to repurchase the
Notes;

in each case, so as to permit the rights and dldigmunder this Article 15 to be exercised intihee and in the manner specified in this Article
15.

ARTICLE 16
N 0 O PTIONAL R EDEMPTION

Section 16.01No Optional RedemptionThe Notes shall not be redeemable by the Comatity option prior to the Maturity Date, and
no sinking fund is provided for the Notes.

ARTICLE 17
M ISCELLANEOUSP ROVISIONS

Section 17.01 Provisions Binding on Company’s SuccessAlisthe covenants, stipulations, promises and agergs of the Company
contained in this Indenture shall bind its succesand assigns whether so expressed or not.

Section 17.02 Official Acts by Successor Corporatidkny act or proceeding by any provision of this Intlee authorized or required to
be done or performed by any board, committee oic@&fiof the Company shall and may be done and padad with like force and effect by t
like board, committee or officer of any corporatmmother entity that shall at the time be the lavgble successor of the Company.

Section 17.03 Addresses for Notices, Efsny notice or demand that by any provision of thidenture is required or permitted to be
given or served by the Trustee or by the HoldertherCompany shall be deemed to have been sufficigiven or made, for all purposes if
given or served by being deposited postage prdpardgistered or certified mail in a post office
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letter box addressed (until another address id llethe Company with the Trustee) to Yahoo! 1761 First Avenue, Sunnyvale, California
94089, (fax: (408) 349-3510); Attention: Generali@gel. Any naotice, direction, request or demanetmeder to or upon the Trustee shall be
deemed to have been sufficiently given or madealfiquurposes, if given or served by being depdsitestage prepaid by registered or certifiec
mail in a post office letter box addressed to tlepGrate Trust Office or sent electronically in PidFmat.

The Trustee, by notice to the Company, may desigaddlitional or different addresses for subseguetites or communications.

Any notice or communication mailed to a Holder shalmailed to it by first class mail, postage atielpat its address as it appears on th
Note Register and shall be sufficiently given ti #o mailed within the time prescribeprovidedthat notices given to Holders of Global Notes
may be given through the facilities of the Depayita

Failure to mail a notice or communication to a Holdr any defect in it shall not affect its suféinty with respect to other Holders. If a
notice or communication is mailed in the mannewrted above, it is duly given, whether or not ter@ssee receives it.

In case by reason of the suspension of regularseaiice or by reason of any other cause it skealirpracticable to give such notice to
Holders by mail, then such notification as shalhfede with the approval of the Trustee shall ctuistia sufficient notification for every
purpose hereunder.

The Trustee agrees to accept and act upon ingtnsotir directions pursuant to this Indenture sgnirisecured e-mail, pdf, facsimile
transmission or other similar unsecured electraméthods. If the party elects to give the Trusteead-or facsimile instructions (or instructions
by a similar electronic method) and the Trustesinliscretion elects to act upon such instructidims Trustee’s understanding of such
instructions shall be deemed controlling. The Teasthall not be liable for any losses, costs oerses arising directly or indirectly from the
Trustee’s reliance upon and compliance with sustriictions notwithstanding whether such instructioanflict or are inconsistent with a
subsequent written instruction. The party providéhgctronic instructions agrees to assume all @slsing out of the use of such electronic
methods to submit instructions and directions & Thustee, including without limitation the risktbie Trustee acting on unauthorized
instructions, and the risk or interception and reéshy third parties.

Section 17.04Governing Law; Jurisdiction THIS INDENTURE AND EACH NOTE, AND ANY CLAIM, CONROVERSY OR
DISPUTE ARISING UNDER OR RELATED TO THIS INDENTUREND EACH NOTE, SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATGF NEW YORK.

The Company irrevocably consents and agrees, éobéefit of the Holders from time to time of thetds and the Trustee, that any lega
action, suit or proceeding against it with resgeaibligations, liabilities or any other mattersamig out of or in connection with this Indenture
or the Notes may be brought in the courts of tlaeStf New York or the courts of the United Statesach case located in the Borough of
Manhattan, New York City, New York and,
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until amounts due and to become due in respetteobtes have been paid, hereby irrevocably cossent submits to the non-exclusive
jurisdiction of each such cotin personam generally and unconditionally with respect to ation, suit or proceeding for itself in respett o
its properties, assets and revenues.

The Company irrevocably and unconditionally waiveghe fullest extent permitted by law, any ohi@etwhich it may now or hereafter
have to the laying of venue of any of the aforesaiibns, suits or proceedings arising out of arxannection with this Indenture brought in the
courts of the State of New York or the courts & tnited States, in each case, located in the BprofiManhattan, New York City, New Yc
and hereby further irrevocably and unconditionalBives and agrees not to plead or claim in any sodiit that any such action, suit or
proceeding brought in any such court has been btdogn inconvenient forum.

Section 17.05Evidence of Compliance with Conditions Precedegettiicates and Opinions of Counsel to Trustégpon any
application, request or demand by the Companyddthstee to take any action under any of the prons of this Indenture, the Company
shall furnish to the Trustee an Officer’s Certifieatating that all conditions precedent, if ampvided for in this Indenture relating to the
proposed action have been complied with and, upittew request by the Trustee, an Opinion of Colstsding that in the opinion of such
counsel all such conditions precedent, if any, Haee&n complied with.

Each Officer’s Certificate and Opinion of Counséthwrespect to compliance with a condition or causprovided for in this Indenture
(other than the Officer’'s Certificates provided fioiSection 4.08) shall include:

(a) a statement that the person signing such icatefor opinion has read such covenant or comditamnd the definitions herein relating
thereto;

(b) a brief statement as to the nature and scoffeeafxamination or investigation upon which tteesnhents or opinions contained in s
certificate or opinion are based;

(c) a statement that, in the opinion of such perkeror she has made such examination or inveistigas is necessary to enable him or
her to express an informed opinion as to wheth@&obsuch covenant or condition has been compli¢at and

(d) a statement as to whether or not, in the opiniosuch person, such condition or covenant haa bemplied with.

Section 17.06Legal Holidays In any case where any Special Interest Paymetst, Bandamental Change Repurchase Date or Maturit;
Date is not a Business Day, then any action t@kert on such date need not be taken on such datedy be taken on the next succeeding
Business Day with the same force and effect ak#rn on such date, and no Special Interest, itatite extent any Special Interest is
otherwise payable on such date, shall accrue pem®f the delay.

Section 17.07No Security Interest CreatedNothing in this Indenture or in the Notes, exgegbor implied, shall be construed to
constitute a security interest under the Uniform
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Commercial Code or similar legislation, as now erdafter enacted and in effect, in any jurisdiction

Section 17.08 Benefits of Indenturéothing in this Indenture or in the Notes, expréesseimplied, shall give to any Person, other than
the Holders, the parties hereto, any Paying Agant,Conversion Agent, any authenticating agent,Nwig Registrar and their successors
hereunder, any benefit or any legal or equitalgbtriremedy or claim under this Indenture.

Section 17.09 Table of Contents, Headings, Efde table of contents and the titles and headififsecarticles and sections of this
Indenture have been inserted for convenience efeate only, are not to be considered a part hemadfshall in no way modify or restrict any
of the terms or provisions hereof.

Section 17.10 Authenticating Agenfrhe Trustee may appoint an authenticating agenstiadl be authorized to act on its behalf and
subject to its direction in the authentication aedivery of Notes in connection with the originssiiance thereof and transfers and exchang
Notes hereunder, including under Section 2.04,i@e& 05, Section 2.06, Section 2.07, Section 1@ Section 15.04 as fully to all inte!
and purposes as though the authenticating agerideexpressly authorized by this Indenture aaskttSections to authenticate and deliver
Notes. For all purposes of this Indenture, the entibation and delivery of Notes by the authenticatigent shall be deemed to
authentication and delivery of such Notes “by thesiee” and a certificate of authentication exettwte behalf of the Trustee by an
authenticating agent shall be deemed to satisfyr@myirement hereunder or in the Notes for the fEris certificate of authentication. Such
authenticating agent shall at all times be a Peefigible to serve as trustee hereunder pursuaséttion 7.08.

Any corporation or other entity into which any agrticating agent may be merged or converted or witich it may be consolidated, or
any corporation or other entity resulting from amgrger, consolidation or conversion to which anghanticating agent shall be a party, or any
corporation or other entity succeeding to the coapmtrust business of any authenticating ageat| bb the successor of the authenticating
agent hereunder, if such successor corporatiother entity is otherwise eligible under this Sewetir.10, without the execution or filing of
any paper or any further act on the part of théigmhereto or the authenticating agent or suchessor corporation or other entity.

Any authenticating agent may at any time resiggiviyng written notice of resignation to the Trusteel to the Company. The Trustee
may at any time terminate the agency of any auitegitig agent by giving written notice of termirmatito such authenticating agent and to the
Company. Upon receiving such a notice of resignadioupon such a termination, or in case at ang timy authenticating agent shall cease to
be eligible under this Section, the Trustee mayaypm successor authenticating agent (which mah&&rustee), shall give written notice of
such appointment to the Company and shall maitaeaif such appointment to all Holders as the naandsaddresses of such Holders appear
on the Note Register.
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The Company agrees to pay to the authenticatingtdgmm time to time reasonable compensation fosérvices as agreed in writing
although the Company may terminate the authentigatgent, if it determines such agent’s fees tortseasonable.

The provisions of Section 7.01(j), Section 7.03;t®a 7.04, Section 8.03 and this Section 17.10 bleaapplicable to any authenticating
agent.

If an authenticating agent is appointed pursuattitoSection 17.10, the Notes may have endorsédh, in addition to the Trustee’s
certificate of authentication, an alternative dedite of authentication in the following form:
as Authenticating Agent, certifies that this is afi¢he

Notes described in the witl-named Indenture

By:
Authorized Officer

Section 17.11 Execution in Counterpart3his Indenture may be executed in any number ofhtayparts, each of which shall be an
original, but such counterparts shall together ttute but one and the same instrument. The exahahgopies of this Indenture and of
signature pages by facsimile or PDF transmissiail shnstitute effective execution and deliventtog Indenture as to the parties hereto and
may be used in lieu of the original Indenture fibparposes. Signatures of the parties hereto mnéttesd by facsimile or PDF shall be deeme:
be their original signatures for all purposes.

Section 17.12 Severabilityln the event any provision of this Indenture othia Notes shall be invalid, illegal or unenforcealthen (to
the extent permitted by law) the validity, legaldyenforceability of the remaining provisions $mait in any way be affected or impaired.

Section 17.13 Waiver of Jury TrialEACH OF THE COMPANY AND THE TRUSTEE, AND EACH HOLDE OF A NOTE BY ITS
ACCEPTANCE THEREOF, HEREBY IRREVOCABLY WAIVES, TOHE FULLEST EXTENT PERMITTED BY APPLICABLE LAW,
ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS
INDENTURE, THE NOTES OR THE TRANSACTIONS CONTEMPLAD HEREBY.

Section 17.14 Force Majeureln no event shall the Trustee be responsible bidifor any failure or delay in the performancetsf
obligations hereunder arising out of or causeddigctly or indirectly, forces beyond its contrmicluding, without limitation, strikes, work
stoppages, accidents, acts of war or terrorisnil, aivmilitary disturbances, nuclear or naturalasitophes or acts of God, and interruptions,
or malfunctions of utilities, communications or qomter (software and hardware) services; it beirdpustood that the Trustee shall use
reasonable efforts that are consistent with acdeptactices in the banking industry to resume perémce as soon as practicable under the
circumstances.
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Section 17.15 Calculations. Except as otherwise provided herein, the Comsayl be responsible for making all calculationkeckfor
under the Notes. These calculations include, luhat limited to, determinations of the Last RepdrBale Prices of the Common Stock, the
Daily VWAPs, the Daily Conversion Values, the Daflgttlement Amounts, any accrued interest payablhi@ Notes and the Conversion Rate
of the Notes. The Company shall make all thesautations in good faith and, absent manifest etta,Company’s calculations shall be final
and binding on Holders of Notes. The Company giralvide a schedule of its calculations to eactheffrustee and the Conversion Agent,
each of the Trustee and Conversion Agent is edtitleely conclusively upon the accuracy of the @any’s calculations without independent
verification. The Trustee will forward the Compasigalculations to any Holder of Notes upon the estjof that Holder at the sole cost and
expense of the Company.

Section 17.16U.S.A. Patriot ActThe parties hereto acknowledge that in accordaitteSection 326 of the U.S.A. Patriot Act, the
Trustee, like all financial institutions and in erdo help fight the funding of terrorism and moteyndering, is required to obtain, verify, and
record information that identifies each personegal entity that establishes a relationship or sganaccount with the Trustee. The parties to
this Indenture agree that they will provide thesteg with such information as it may request ireofdr the Trustee to satisfy the requirement
of the U.S.A. Patriot Act.

[ Remainder of page intentionally left blahk

85



IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed as of the degeviritten above.

YAHOO! INC.

By: /s/ Ken Goldman

Name Ken Goldmar
Title: Chief Financial Office

THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A., as Truste

By: /s/ Julie Hoffman-Ramos

Name Julie Hoffmai-Ramos
Title: Vice Presiden



EXHIBIT A
[FORM OF FACE OF NOTE]
[INCLUDE FOLLOWING LEGEND IF A GLOBAL NOTE]

[UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORED REPRESENTATIVE OF THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (“DTC”), TO YAHOOINC. (THE “COMPANY”) OR ITS AGENT FOR REGISTRATION
OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY CERTIFIETE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO.
OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORED REPRESENTATIVE OF DTC (AND ANY PAYMENT
HEREUNDER IS MADE TO CEDE & CO. OR TO SUCH OTHER ENY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE, OR BER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNEREREOF, CEDE & CO., HAS AN INTEREST HEREIN.]

[INCLUDE FOLLOWING LEGEND IF A RESTRICTED SECURITY]

[THIS SECURITY AND THE COMMON STOCK, IF ANY, ISSUABE UPON CONVERSION OF THIS SECURITY HAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 193% AMENDED (THE “SECURITIES ACT”"), AND MAY NOT BE
OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EEfO IN ACCORDANCE WITH THE FOLLOWING SENTENCE.
BY ITS ACQUISITION HEREOF OR OF A BENEFICIAL INTERE&T HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FOR WHICH ITS ACTING IS A “QUALIFIED INSTITUTIONAL
BUYER” (WITHIN THE MEANING OF RULE 144A UNDER THE ECURITIES ACT) AND THAT IT EXERCISES SOLE
INVESTMENT DISCRETION WITH RESPECT TO EACH SUCH AGINT, AND

(2) AGREES FOR THE BENEFIT OF YAHOO! INC. (THE “CORANY”) THAT IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBDATE HEREOF OR SUCH SHORTER PERIOD OF TIME AS
PERMITTED BY RULE 144 UNDER THE SECURITIES ACT ORNY SUCCESSOR PROVISION THERETO AND (Y) SUCH
LATER DATE, IF ANY, AS MAY BE REQUIRED BY APPLICABIE LAW, EXCEPT:

(A) TO THE COMPANY OR ANY SUBSIDIARY THEREOF, OR

(B) PURSUANT TO A REGISTRATION STATEMENT WHICH HASBECOME EFFECTIVE UNDER THE SECURITIES
ACT, OR
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(C) TO A QUALIFIED INSTITUTIONAL BUYER IN COMPLIANCE WITH RULE 144A UNDER THE SECURITIES
ACT, OR

(D) PURSUANT TO AN EXEMPTION FROM REGISTRATION PROMED BY RULE 144 UNDER THE SECURITIES

ACT OR ANY OTHER AVAILABLE EXEMPTION FROM THE REGISRATION REQUIREMENTS OF THE SECURITIES
ACT.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(D) ABOVE, THE COMPANY AND
THE TRUSTEE RESERVE THE RIGHT TO REQUIRE THE DELIRE¥ OF SUCH LEGAL OPINIONS, CERTIFICATIONS OR OTHER
EVIDENCE AS MAY REASONABLY BE REQUIRED IN ORDER T@ETERMINE THAT THE PROPOSED TRANSFER IS BEING
MADE IN COMPLIANCE WITH THE SECURITIES ACT AND APPICABLE STATE SECURITIES LAWS. NO REPRESENTATION IS

MADE AS TO THE AVAILABILITY OF ANY EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT]
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Yahoo! Inc.

0.00% Convertible Senior Note due 2018
No. RA-[e ] Initially $[ o ]

CUSIP No. 984332 AE6
ISIN No. US984332AEG5

Yahoo! Inc., a corporation duly organized and Mgligkisting under the laws of the State of Delaw@ne “ Company,” which term
includes any successor corporation or other eatijer the Indenture referred to on the reverseoffieifer value received hereby promises to
pay to CEDE & CO., or registered assigns, the padsum as set forth in the “Schedule of Excharajédotes” attached hereto, which
amount, taken together with the principal amoufi@lmther outstanding Notes, shall not, unlessrpted by the Indenture, exceed
$1,250,000,000 in aggregate at any time (or $15087000 if the Initial Purchasers exercise thegreallotment option in full as set forth in tl
Purchase Agreement), in accordance with the ruldpeocedures of the Depositary, on December 18,28d interest, if any, thereon as set
forth below.

This Note shall bear no regular cash interest,thagrincipal amount of this Note shall not accrétey interest on this Note shall be
computed on the basis of a 360-day year compostudedfe 30-day months and, for partial months, lenliasis of actual days elapsed over a
30-day month. Any Special Interest on this Notpagable semi-annually in arrears on each June Dandmber 1, if and to the extent any
Special Interest shall accrue and be payable dm Special Interest Payment Date pursuant to thewientioned Indenture, to Holders of
record at the close of business on the preceding®aand November 15 (whether or not such dayBasiness Day), respectively. Special
Interest will be payable as set forth in Sectiddbdd), Section 4.06(e) and Section 6.03 of theinmithentioned Indenture, and any reference tc
interest on, or in respect of, any Note thereirldleadeemed to refer solely to Special Intereghisuch context, Special Interest is, was or
would be payable pursuant to any of such Sectid6(d), Section 4.06(e) or Section 6.03 or any ageon any Defaulted Amounts payable as
set forth in Section 2.03(c) in the within-mentidriedenture.

Any Defaulted Amounts shall not accrue intereseaslSpecial Interest was payable on the requingtiguat date, in which case such
payments shall accrue interest per annum at theapplicable Special Interest rate, from, and iditlg, such relevant payment date to, but
excluding, the date on which such Defaulted Amoshtdl have been paid by the Company, at its elecih accordance with Section 2.03(c)
of the Indenture.

The Company shall pay the principal of and interiésiny, on this Note, if and so long as such Neta Global Note, in immediately
available funds in lawful money of the United Ssat¢ the time to the Depositary or its nomineghasase may be, as the registered Holder c
such Note. As provided in and subject to the piiowis of the Indenture, the Company shall pay tliecppal of any Notes (other than Notes 1
are Global Notes) at the office or agency desighbiethe Company for that purpose. The Companyitally designated the Trustee as its
Paying Agent and Note Registrar in respect of tbeebland its agency in New York, New

A-3



York, as a place where Notes may be presentedafgnent or for registration of transfer and exchange

Reference is made to the further provisions of loge set forth on the reverse hereof, includinghewut limitation, provisions giving the
Holder of this Note the right to convert this Natéo cash, shares of Common Stock or a combinatimash and shares of Common Stock, as
applicable, on the terms and subject to the linoitest set forth in the Indenture. Such further psvis shall for all purposes have the same
effect as though fully set forth at this place.

This Note, and any claim, controversy or dispute asing under or related to this Note, shall be constied in accordance with and
governed by the laws of the State of New York.

In the case of any conflict between this Note dmdlhdenture, the provisions of the Indenture statitrol and govern.

This Note shall not be valid or become obligatanydny purpose until the certificate of authent@mahereon shall have been manually
signed by the Trustee or a duly authorized autbetitig agent under the Indenture.

[ Remainder of page intentionally left blapk
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IN WITNESS WHEREOF, the Company has caused thie Mobe duly executed.
YAHOO! INC.

By:

Name:
Title:

Dated:

TRUSTEF'S CERTIFICATE OF AUTHENTICATION
THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A. as Trustee, certifies that this iseasf
the Notes described in the wit-named Indenture

By:
Authorized Signatonr




[FORM OF REVERSE OF NOTE]

Yahoo! Inc.
0.00% Convertible Senior Note due 2018

This Note is one of a duly authorized issue of NatEthe Company, designated as its 0.00% ConleiSiénior Notes due 2018 (the “
Notes”), initially limited to the aggregate principal aunt of $1,250,000,000 (as increased by an amayurgl ¢o the aggregate principal
amount of any additional Notes purchased by th&lrPurchasers pursuant to the exercise of thair-allotment option as set forth in the
Purchase Agreement) all issued or to be issuedramtkpursuant to an Indenture dated as of Nove2#the2013 (the tndenture "), between
the Company and The Bank of New York Mellon Trustrpany, N.A., as trustee (th&tfustee”), to which Indenture and all indentures
supplemental thereto reference is hereby madedeseription of the rights, limitations of rightsligations, duties and immunities thereundei
of the Trustee, the Company and the Holders ofNthies. Additional Notes may be issued in an unbichiaggregate principal amount, subject
to certain conditions specified in the Indenturapifalized terms used in this Note and not definetlis Note shall have the respective
meanings set forth in the Indenture.

In case certain Events of Default, as defined elttdenture, shall have occurred and be contingirggprincipal of, and any Special
Interest on, all Notes may be declared, by eithefTrustee or Holders of at least 25% in aggregiteipal amount of Notes then outstanding,
and upon said declaration shall become, due anabpayin the manner, with the effect and subjet¢héoconditions and certain exceptions set
forth in the Indenture.

Subject to the terms and conditions of the Indentiie Company will make all payments and deliweimerespect of the Fundamental
Change Repurchase Price on the Fundamental ChamedRase Date and the principal amount on the it\afDate, as the case may be, to
the Holder who surrenders a Note to a Paying Agenbllect such payments in respect of the Note Chmpany will pay cash amounts in
money of the United States that at the time of payins legal tender for payment of public and pevdebts.

The Indenture contains provisions permitting thenpany and the Trustee in certain circumstancebowttthe consent of the Holders of
the Notes, and in certain other circumstances, thig¢hconsent of the Holders of not less than a ritgjim aggregate principal amount of the
Notes at the time outstanding, evidenced as iritienture provided, to execute supplemental indestmodifying the terms of the Indenti
and the Notes as described therein. It is alsoigedvin the Indenture that, subject to certain pxoas, the Holders of a majority in aggregate
principal amount of the Notes at the time outstagdnay on behalf of the Holders of all of the Notesve any past Default or Event of Def:
under the Indenture and its consequences.

No reference herein to the Indenture and no prowisf this Note or of the Indenture shall altefropair the obligation of the Company,
which is absolute and unconditional, to pay orw#li as the case may be, the principal (includimgRundamental Change Repurchase Price,
applicable) of, any accrued and unpaid interestiad,the consideration due upon
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conversion of, this Note at the place, at the rethpetimes, at the rate and in the lawful moneseheprescribed.

The Notes are issuable in registered form withoupons in denominations of $1,000 principal amauntt multiples thereof. At the
office or agency of the Company referred to onflee hereof, and in the manner and subject tartitations provided in the Indenture, Notes
may be exchanged for a like aggregate principaliarhof Notes of other authorized denominationshait payment of any service charge |
if required by the Company or Trustee, with paynrd sum sufficient to cover any transfer or samthx that may be imposed in connection
therewith as a result of the name of the Holdeghefnew Notes issued upon such exchange of Noieg O#ferent from the name of the
Holder of the old Notes surrendered for such exghan

The Notes are not subject to redemption througlopgegation of any sinking fund or otherwise.

Upon the occurrence of a Fundamental Change, tfdeHbas the right, at such Holdedption, to require the Company to repurchas
cash all of such Holder’s Notes or any portion ¢eéi(in principal amounts of $1,000 or multiplesrof) on the Fundamental Change
Repurchase Date at a price equal to the Fundantéhtalge Repurchase Price.

Subject to the provisions of the Indenture, theddohereof has the right, at its option, duringaiarperiods and upon the occurrence of
certain conditions specified in the Indenture, ptiothe close of business on the second Schedusstling Day immediately preceding the
Maturity Date, to convert any Notes or portion tadrthat is $1,000 or a multiple thereof, into cagfares of Common Stock or a combination
of cash and shares of Common Stock, as applicabtee Conversion Rate specified in the Indentaseadjusted from time to time as provided
in the Indenture.

Terms used in this Note and defined in the Indentwe used herein as therein defined.
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ABBREVIATIONS

The following abbreviations, when used in the insewn of the face of this Note, shall be constrasdhough they were written out in -
according to applicable laws or regulations:

TEN COM = as tenants in common

UNIF GIFT MIN ACT = Uniform Gifts to Minors Act

CUST = Custodian

TEN ENT = as tenants by the entireties

JT TEN = joint tenants with right of survivorshipdgnot as tenants in common

Additional abbreviations may also be used thougtimthe above list.
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SCHEDULE A
SCHEDULE OF EXCHANGES OF NOTES

Yahoo! Inc.
0.00% Convertible Senior Notes due 2018

The initial principal amount of this Global Note[is ] DOLLARS ($[® ]). The following increases or decreases in thisb@l Note
have been made:

Signature ¢
Principal amount
of this Global Not authorized
Amount of Amount of signatory o
decrease in increase in following such
principal amount principal amount decrease or Trustee or
Date of exchan¢ of this Global Not of this Global Not increase Custodiar
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ATTACHMENT 1
[FORM OF NOTICE OF CONVERSION]
To: Yahoo! Inc.

To: The Bank of New York Mellon Trust Company, N.A.
101 Barclay Street

New York, New York 1028I

Attention: Corporate Trust Division — Corporate d&ige Unit

The undersigned registered owner of this Note heeslercises the option to convert this Note, orgbeion hereof (that is $1,000
principal amount or a multiple thereof) below desited, into cash, shares of Common Stock or a aaatibn of cash and shares of Common
Stock, as applicable, in accordance with the terhtke Indenture referred to in this Note, and dsdhat any cash payable and any shares of
Common Stock issuable and deliverable upon suchersion, together with any cash for any fracticstere, and any Notes representing any
unconverted principal amount hereof, be issueddatisiered to the registered Holder hereof unleggfarent name has been indicated below.
If any shares of Common Stock or any portion of thote not converted are to be issued in the ndrad?erson other than the undersigned
undersigned will pay all documentary, stamp or Einissue or transfer taxes, if any in accordanitke Section 14.02(d) and Section 14.02(e)
of the Indenture. Any amount required to be paith®undersigned on account of any interest accorepahis Note.

Dated

Signature(s

Signature Guarante

Signature(s) must be guaranteed by an eligible &uar Institution
(banks, stock brokers, savings and loan assocsatiod credit
unions) with membership in an approved signatuggantee
medallion program pursuant to Securities and Exgaa&ommissiol
Rule 17A¢-15 if shares of Common Stock are to be issue



Notes are to be delivered, other than to and im#me of the
registered holde

Fill in for registration of shares if to be issuedid Notes if to be
delivered, other than to and in the name of thesteged holder

(Name

(Street Address

(City, State and Zip Code)

Please print name and addr
Principal amount to be converted (if less than
$ ,00(

NOTICE: The above signature(s) of the Holder(seb&musi
correspond with the name as written upon the fateeoNote
in every particular without alteration or enlargerner any
change whateve

Social Security or Other Taxpay
Identification Numbe



ATTACHMENT 2
[FORM OF FUNDAMENTAL CHANGE REPURCHASE NOTICE]
To: Yahoo! Inc.

To: The Bank of New York Mellon Trust Company, N.A.
101 Barclay Street

New York, New York 1028I

Attention: Corporate Trust Division — Corporate d&ige Unit

The undersigned registered owner of this Note heagknowledges receipt of a notice from Yahoo! [ice “Company”) as to the
occurrence of a Fundamental Change with respabhet@€ompany and specifying the Fundamental ChaegeiRhase Date and requests and
instructs the Company to pay to the registereddrdiéreof in accordance with Section 15.02 of tiieehture referred to in this Note (1) the
entire principal amount of this Note, or the panttbereof (that is $1,000 principal amount or atipld thereof) below designated, and (2) if
such Fundamental Change Repurchase Date doedIrthtrfag the period after a Special Interest Rdddate and on or prior to the Scheduled
Trading Day immediately succeeding the correspan@pecial Interest Payment Date, accrued and uigdial Interest, if any, thereon to,
but excluding, such Fundamental Change Repurchate D

In the case of Physical Notes, the certificate nersiof the Notes to be repurchased are as settfelbiw:

Dated

Signature(s

Social Security or Other Taxpay
Identification Numbe

Principal amount to be repurchased (if less thBn
$ ,00(

NOTICE: The above signature(s) of the Holder(seb&musi
correspond with the name as written upon the féiteeoNote
in every particular without alteration or enlargerher any
change whateve



ATTACHMENT 3
[FORM OF ASSIGNMENT AND TRANSFER]

The Bank of New York Mellon Trust Company, N.A.

as Trustee and Registrar

101 Barclay Street

New York, New York 1028I

Attention: Corporate Trust Division — Corporate d&ige Unit

For value received hereby sell(s), assign(s) and transfenit) (Please insert socialsggcor Taxpayer
Identification Number of assignee) the within Natad hereby irrevocably constitutes and appoints attorney to transfer the said
Note on the books of the Company, with full powksabstitution in the premise

In connection with any transfer of the within Naigcurring prior to the Resale Restriction TermioatDate, as defined in the Indenture
governing such Note, the undersigned confirmsshah Note is being transferred:

O To Yahoo! Inc. or a subsidiary thereof; or

O Pursuant to a registration statement thatdecome or been declared effective under theriBesAct of 1933, as amended; or

O Pursuant to and in compliance with RuleAd#der the Securities Act of 1933, as amended; or

O Pursuant to and in compliance with Rule @iAder the Securities Act of 1933, as amendedpypother available exemption from the

registration requirements of the Securities Act®83, as amended.



Dated:

Signature(s

Signature Guarante

Signature(s) must be guaranteed by an eligible &uar
Institution (banks, stock brokers, savings and loan
associations and credit unions) with membershgmin
approved signature guarantee medallion program
pursuant to Securities and Exchange Commission Rule
17Ad-15 if Notes are to be delivered, other thaand in
the name of the registered holc

NOTICE: The signature on the assignment must cpares with the name as written upon the face olNbt in every particular withot
alteration or enlargement or any change whatever.



Subsidiaries of Yahoo! Inc.

Name of Entity

5tol, Inc.

Actionality Deutschland Gmbl
Actionality, Inc.

Admovate, Inc

Citizen Sports, Inc

Cloud Party, Inc

Dapper (Israel) Limites

Dill, Inc.

EvntLive, Inc.

Genome, Inc

GhostBird Software Inc

Instant IO, Inc

interclick, inc.

IntoNow, Inc.

IQ Engines, Inc

Java SNV Holdings LL(

KR3 Services Korea Yuhan Hoe
Lexity, Inc.

LookFlow, Inc.

Maktoob.com Inc

Milewise, Inc.

MSKYNET, Inc.

Overture Asi-Pac Services K.K
Overture Korea Yuhan Hoe
Overture Search Services (Asia) Limit
Overture Search Services (Ireland) Limi
Overture Search Services Holdco (Ireland) Lim
PlayerScale, LL(

PT Yahoo Indonesi

Qwiki, Inc.

Right Media LLC

Rockmelt, Inc.

Rondee, Inc

SkyPhrase, Inc

Summly Incorporate:

Summly Limited

ThumbsUp Labs, Inc

Todoroo Inc.

Tomfoolery, Inc.

Tumblr, Inc.

Whereonearth Limite

Xobni Corporatior

Yahoo de Colombia S.A.!
Yahoo de Mexico, SA de C
Yahoo India Private Limite
Yahoo Software Development India Private Limi

Yahoo Software Research and Development (Beijiray) Qd.

Yahoo! 390 Gmbt

Yahoo! Asia Pacific Pte. Ltc

Yahoo! Australia & NZ (Holdings) Pty Limite
Yahoo! Digital Media (Content) Pty Limite
Yahoo!7 Communications Australia Pty Limit
Yahoo!7 Money Hound Pty Lt

Yahoo!7 Pty Limitec

Yahoo!7 Travel Pty Limiter

Jurisdiction of Formation

Exhibit 21.1

Economic Interest
(if not 100%)

Delaware
Germany
Delaware
Delaware
Delaware
Delaware
Israel
Delaware
Delaware
Delaware
Canade
Delaware
Delaware
Delaware
Delaware
Delaware
Korea
Delaware
Delaware
British Virgin Islands
Delaware
Delaware
Japar
Korea
Ireland
Ireland
Cayman Island
Delaware
Indonesie
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
UK
Delaware
Delaware
Delaware
Delaware
UK
Delaware
Columbia
Mexico
India
India
China
Germany
Singapore
Australia
Australia
Australia
Australia
Australia
Australia

50%
50%
50%
50%
50%
50%



Name of Entity
Spreets Pty Limited

TotalTravel.com Pty Limite:

Yahoo! New Zealand Limite

Yahoo! Canada C«

Yahoo! Cayman Asia Holdings Limite
Yahoo! CV, LLC

Yahoo! de Argentina SR

Yahoo! Deutschland Gmb

Yahoo! Deutschland Services Gm|
Yahoo! Digital Marketing Limitec

Yahoo! do Brasil Internet Ltd

Yahoo! Domain Services, In

Yahoo! Egypt Services, a Limited Liability Compa
Yahoo! EMEA Limited

Yahoo! Europe Limitet

Yahoo! France Holdings SA

Yahoo! France SA.

Yahoo! Hispanic Americas, LL!

Yahoo! Hong Kong Holdings Limite
Yahoo! Hong Kong Limitec

Yahoo! Hungary Labs Kft

Yahoo! Iberia S.L

Yahoo! International Services Holdings, |i
Yahoo! International Services, Ir

Yahoo! Israel Labs Ltc

Yahoo! Italia S.r.|

Yahoo! Jordan Services P¢

Yahoo! Korea Yuhan Hoe:

Yahoo! Malaysia Sdn. Bhu

Yahoo! Mauritius Holdings Limite:

Yahoo! Middle East F-LLC

Yahoo! Netherlands B.\

Yahoo! Netherlands Holdings C. "'

Yahoo! Philippines Services In

Yahoo! Realty Inc

Yahoo! Sarl

Yahoo! Saudi Arabia Services Limiti
Yahoo! Search Marketing Australia Pty Limit
Yahoo! Singapore Digital Marketing Pte. L
Yahoo! Switzerland Server Services £
Yahoo! Taiwan Holdings Limite

Yahoo! Taiwan Inc

Yahoo! Technologies Norway A

Yahoo! UK Limited

Yahoo! Vietnam Company Limite

Zimbra Software Asia Pacific Private Limit

Economic Interest
Jurisdiction of Formation (if not 100%)

Australia 50%
Australia 50%
New Zealanc 50%
Canade
Cayman Island
Delaware
Argentina
Germany
Germany
Taiwan

Brazil
Delaware
Egypt

Ireland

UK

France

France
Delaware
Hong Kong
Hong Kong
Hungary
Spain
Delaware
Delaware
Israel

Italy

Jordar

Korea
Malaysia
Mauritius
United Arab Emirate
Netherland:
Netherlands
Philippines
California
Switzerland
Saudi Arabie
Australia
Singapore
Switzerland
Hong Kong
Taiwan
Norway

UK

Vietnam

India



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8-B31123, No. 333-191122, No. 333-
190495, No. 333-186976, 333-179782, No. 333-174B43333-174942, No. 333-170933, No. 333-168296,383-166712, No. 33363853
No. 33:-161808, No. 333-161806, No. 333-149417, No. 333414, No. 333-147125, No. 333-147124, No. 333-1650. 333-145044,

No. 33:-140917, No. 333-138422, No. 333-132226, No. 338322, No. 333-126581, No. 333-120999, No. 333-1330®. 333-118088,

No. 33:-118067, No. 333-112596, No. 333-109914, No. 338180, No. 333-39105, No. 333-46492, No. 333-54M26,333-56781, No. 333-
60828, No. 333-66067, No. 333-76995, No. 333-796[th,333-80227, No. 333-81635, No. 333-83770, NB3-89948, and No. 333-93497),
and the Registration Statement on Form S-4 (No-62894) of Yahoo! Inc. of our report dated Februa8y 2014 relating to the consolidated
financial statements, financial statement schedutkthe effectiveness of internal control overfiiitial reporting, which appears in this

Form 10-K.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
San Jose, California
February 28, 2014



Exhibit 31.1

Certification of Chief Executive Officer Pursuant to
Securities Exchange Act Rules 13a-14(a) and 15d-a(
as Adopted Pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002

I, Marissa A. Mayer, certify that:

1.
2.

I have reviewed this Form -K of Yahoo! Inc.;

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

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

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

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

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) Disclosed in this report any change in thes&gnt's internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#y) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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

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

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

Dated: February 28, 2014 By: /sl MARISSAA. M AYER

Marissa A. Mayer
Chief Executive Officer



Exhibit 31.2

Certification of Chief Financial Officer Pursuant to
Securities Exchange Act Rules 13a-14(a) and 15d-a(
as Adopted Pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002

I, Ken Goldman, certify that:

1.
2.

I have reviewed this Form -K of Yahoo! Inc.;

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

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

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

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

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) Disclosed in this report any change in thes&gnt's internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#y) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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

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

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

Dated: February 28, 2014 By: /s/ KENG OLDMAN

Ken Goldman
Chief Financial Officer



Exhibit 32

Certification of Chief Executive Officer and Chief Financial Officer Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10fK¥ahoo! Inc. (the “Company”) for the year endedcBmber 31, 2013 as filed with the
Securities and Exchange Commission on the dateh@he “Report”),Marissa A. Mayer, as Chief Executive Officer of thempany, and Ke
Goldman, as Chief Financial Officer of the Compagsgch hereby certifies, pursuant to 18 U.S.C. $185 adopted pursuant to §906 of the

Sarbanes-Oxley Act of 2002, to the best of heri®khowledge, respectively, that:
(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and
(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the

Company.

/sl MAaARISSAA. M AYER

Name: Marissa A. Mayer
Title: Chief Executive Officer
Dated: February 28, 2014
/s/ KENG OLDMAN
Name: Ken Goldman
Title: Chief Financial Officer
Dated: February 28, 2014

The foregoing certification is being furnished mast to 18 U.S.C. Section 1350. It is not beingdifor purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, daddt to be incorporated by reference into aliygiof the Company, regardless of any

general incorporation language in such fili



