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Part I

Item 1. Business

OVERVIEW

Yahoo! Inc. (‘‘Yahoo!’’, ‘‘Our’’ or ‘‘We’’) is a global
Internet business and consumer services company that
offers a comprehensive branded network of properties and
services, currently to more than 219 million individuals
worldwide. As the first online navigational guide to the
World Wide Web (the ‘‘Web’’), www.yahoo.com is a lead-
ing guide in terms of traffic, advertising, and household
and business user reach. Through Yahoo! Enterprise Solu-
tions, we also provide business services designed to
enhance the productivity and Web presence of our clients.
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certain of our commerce, communications, broadcast and
media properties.

Our global network (the ‘‘Yahoo! network’’) includes
24 world properties. We conduct our business globally
and manage it geographically. Our principal areas of mea-
surement and decision-making are the United States and
International. Headquartered in Sunnyvale, California, we
have offices in the United States, Europe, Asia, Latin
America, Australia and Canada.

Most of our properties and services reside in one of six
vertical areas: Listings; Media, Finance and Information;
Commerce; Communications; Enterprise Solutions and

Yahoo! was developed and first made available in 1994 by Access and Distribution. We generate multiple sources of
our founders, David Filo and Jerry Yang, while they were revenue across these properties and services that are classi-
graduate students at Stanford University. Yahoo! is incor- fied as: Marketing Services, Fees and Listings and
porated in Delaware and commenced operations on Transactions.
March 5, 1995. In April 1996, we completed our initial

The following table presents an overview of our financialpublic offering. Since 1997, we have acquired several com-
reporting structure as well as our vertical properties andpanies including those that provided databases, software,
services:technologies and/or tools to develop and expand upon

Operating
Segments

Revenue
Classifications

Properties
and Services

United States

International

Marketing Services

Fees and Listings

Transactions

Listings Media,
Finance and
Information

Enterprise
Solutions

Access and
Distribution

Commerce Communications

PROPERTIES AND SERVICES hierarchical, subject-based directory of Web sites, which
enables Web users to locate and access desired informationListings Properties
and services through hypertext links. Our directory

Our listings properties include Search and Directory and organizes Web site listings under the following 14 princi-
classified listings, including Yahoo! Careers, Yahoo! Autos pal categories: Arts and Humanities, Business and Econ-
and Yahoo! Real Estate. omy, Computers and Internet, Education, Entertainment,

Government, Health, News and Media, Recreation and
Our Search and Directory properties are both a compre- Sports, Reference, Regional, Science, Social Science, and
hensive, intuitive and user-friendly online guide to Web Society and Culture. Web sites are further organized
navigation and the gateway to the vertical offerings on the under these major headings by hierarchical subcategories.
Yahoo! network. Our Yahoo! Directory offering includes a
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Users can either browse the directory listings by subject about finding a real estate agent, researching neighbor-
matter, or use Yahoo! Search, a rapid keyword search hoods, financing and insurance, home improvement ideas
function that scans the contents of the entire directory. In and information, and assistance in locating rentals and
addition to any relevant listings from our directory, we roommates.
provide users with Web-wide search results from the

Media, Finance and Information PropertiesGoogle search engine. For browse-driven inquiries, our
directory results include Sponsored Sites, a Yahoo! created The focus of our Media, Finance and Information proper-
fee-based program that allows commercial sites to receive ties is to deliver information and entertainment to con-
enhanced placement in the directory. For keyword search- sumers. The properties include the following:
driven inquiries, our search results also include Yahoo!
Sponsor Matches, site listings with enhanced placement in • Media—including Yahoo! Sports, Yahoo! Music
search results that are bid on by businesses or organiza- (Launch), Yahoo! Movies, Yahoo! Games, Yahoo!
tions and are currently provided through an alliance with TV, Yahoo! Broadcast and Yahoo! Radio;
Overture Services, Inc.

• Finance—Yahoo! Finance and Yahoo! FinanceVi-
On our Yahoo! Careers property, job seekers can build sion; and
and post their resumes and through our partnership with

• Information—including Yahoo! News, Yahoo!Careerbuilder, search for jobs based on geographic and
Weather, Yahooligans, Yahoo! Health, and Yahoo!other user preferences. Through our partnership with
Education.Korn/Ferry International, executive job seekers can build

profiles within the co-branded career center that are
Mediaentered into the Korn/Ferry recruitment database. Other

services available include tips and information on resume Yahoo! Sports provides access to up-to-the-minute news,
writing, interviewing skills and salary and company real-time statistics and scoring, broadcast programming,
research. In early 2002, we closed our acquisition of localized and global coverage, integrated shopping and
HotJobs.com, Ltd., a provider of comprehensive auctions opportunities, and an on-line sports community.
e-recruiting solutions, establishing our position as a leader Yahoo! Sports has content or marketing relationships with
in the online segment of the recruitment marketplace. the NBA, USOC, CNNSI, The Sporting News, USPS

Cycling Team, and Major League Soccer. In 2001, Yahoo!
Our Yahoo! Autos property offers information about buy- signed a multi-year agreement with Federation Internatio-
ing, selling or leasing automobiles. Some services in nale de Football Association (FIFA), the world governing
Yahoo! Autos were free to end users at the start of 2001, body of soccer, to produce, market, host, and with FIFA,
and moved to be paid services during the year, including commercially operate the official co-branded Web site of
individual postings in Yahoo! Classifieds and for pay sub- the FIFA World Cupe (http://www.fifaworldcup.com), as
scriptions to Consumer Reports (which also includes some well as to be one of 16 official worldwide FIFA Partners.
free information). Additional services in Yahoo! Autos at
the close of 2001 that remained free to consumers LAUNCH, Your Yahoo! Music Experience is an online
included: used car search in Yahoo! Classifieds and Yahoo! music destination for consumers, which resulted from our
Auctions; new car search, pricing, information, and lead acquisition of Launch Media, Inc. (‘‘Launch’’) in 2001.
referral services from Autobytel and Ford Direct; and used Launch provides music consumers with access to
car pricing and information from Kelley Blue Book and downloadable music, music videos, concert Web casts and
Edmunds.com. Through various partners, Yahoo! Autos artist interviews, access to music news, album reviews, and
also offers financing, insurance, and warranty information artist biographies. Launch delivers an integrated online
to our consumers. music experience, including PressPlay, the online digital

music subscription service created by Universal Music
Yahoo! Real Estate offers the following services: informa- Group and Sony Music Entertainment.
tion for prospective home buyers and sellers, the ability to
search for listed properties based on geography, price and Yahoo! Movies provides a daily mix of exclusive content,
features, moving related content and services, information movie news and special features, including box office

results, trailers, and photo galleries, as well as links to the
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movie-related content across the Yahoo! network. Yahoo! investing insight from third-party sources, morning bro-
Movies features film promotions for studios such as Dis- kerage calls, and news and commentary from a broad
ney, Sony, Warner Bros., Universal and Fox. array of premier editorial sources. Yahoo! FinanceVision

creates an integrated consumer experience of personalized
Yahoo! Games offers over 80 free, Java-based classic board, data along with streaming audio and video.
card, and word games along with downloadable games,

Informationgame strategy guides, shopping guides, and gaming news
and reviews on computer and console videogames. Yahoo! News aggregates feeds from branded news provid-

ers, bringing together content from media companies such
Yahoo! TV provides television listings, connecting con-

as USATODAY.com, New York Times Digital, Associated
sumers to personalized television listings for more than

Press, Reuters, National Public Radio, Dow Jones Finan-
40,000 zip codes, 11,000 cable systems, 2,200 channels,

cial News, and more. Through Yahoo! News, consumers
and 400,000 programs as of December 31, 2001.

have access to breaking news coverage, in text, audio and
video, from multiple sources and points of view.Yahoo! Broadcast distributes rich media content, including

interactive audio, video and other multimedia content
Yahoo! Weather provides consumers with personalized

from leading providers, in real time and on-demand.
weather information, including current conditions and

Yahoo! Broadcast channels include audio books, classic
forecast, weather maps and satellite readings, as well as

TV, comedy, movies, music, news, people, science, shop-
specific forecasts for beach conditions and individual life-

ping, sports, travel and weather.
style activities, such as golfing and skiing. Weather.com,
the Web site of The Weather Channel, supplies weatherYahoo! Radio is a terrestrial radio station broadcaster on
conditions to our global properties.the Web. Listeners can browse or search for a specific

genre, station or location and listen to live continuous
Yahooligans! is a safe, entertaining and educational Web

broadcasts from more than 450 radio stations.
guide targeted for kids ages 7 to 12. It provides games,
instant messaging, reference materials, movies information,Finance
the ‘‘Teachers’ Guide,’’ the ‘‘Parents’ Guide,’’

Yahoo! Finance provides a comprehensive set of financial ‘‘Downloader,’’ where kids can download thousands of
resources, from investment research to personalized finan- images, sounds and video right onto their desktop, as well
cial management tools. In 2001, Yahoo! Finance launched as daily news, sports, and jokes.
several new products to help consumers manage their
financial life, including two new investment premium ser- Yahoo! Health, a comprehensive starting point for health-
vices, The Real-Time Package and Research Reports. The care information, provides information on diseases, condi-
Real-Time Package includes a combination of real-time tions, and medications, as well as access to various health
quotes from the New York and American stock exchanges information centers, clinical trial information, and online
as well as the Nasdaq, breaking news from leading edito- community tools.
rial companies, and market analysis including live stock
upgrades and downgrades, which are all streamed directly Yahoo! Education is designed to assist students, parents
to the consumers’ desktop. Research Reports offer inves- and educators in the education process. The site helps
tors timely, in-depth analyst research on thousands of educators extend traditional classrooms and communica-
individual companies. Additionally, Yahoo! Finance tion with students onto the Internet, offers an extensive
announced Yahoo! Money Manager, a free set of financial reference area through leading education material provid-
tools that provides an integrated view of an individual’s ers, and enables students to research and prepare to apply
financial life, organizing and summarizing everything con- for colleges, universities and graduate schools.
sumers need to know about their money in one online

Commerce Propertieslocation. In addition, LendingTree is the loan provider for
our Mortgage and Auto Loan Centers. Our commerce platform comprises Yahoo! Shopping,

Yahoo! Auctions, Yahoo! Warehouse and Yahoo! Travel.
Yahoo! FinanceVision is a live, Web-based financial net- Our primary goal is to provide buyers and sellers alike
work that provides viewers in-depth market coverage, with the most comprehensive commerce platform available
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on the Web. Through strategic arrangements with hun- Mail, Messenger, Personals, Chat, GeoCities, Groups and
dreds of premier brands and thousands of specialty Greetings services.
merchants/sellers, we offer our consumers the opportunity

Yahoo! Mail and Yahoo! Messenger, our instant messagingto purchase a wide variety of new and used goods and
platform, are among the most popular messaging systemsservices ranging from consumer electronics, apparel, books
on the Internet. Our free Yahoo! Mail service includesand flowers to travel services such as airfare, hotel, car
basic email as well as video email capabilities. In addition,rentals, as well as cruises and vacation packages.
we also offer for-pay enhancements including extra email

The Yahoo! Shopping platform has a fully-integrated storage. For Yahoo! Messenger, free enhancements beyond
search function that enables consumers to search for prod- the basic service include IMVironmentse, Web cam video
ucts across Yahoo! Shopping (new brand name and spe- capabilities and international PC-to-phone calling.
cialty products), Yahoo! Auctions (used, unique and hard

While Yahoo! Personals has existed since 1997, a premiumto find items), Yahoo! Classifieds (general merchandise by
‘‘for pay’’ version was introduced in 2001. Through theregion/neighborhood) and the new Yahoo! Warehouse, a
‘‘ClubConnect’’ subscription service, users are able to startfixed price marketplace for used and refurbished commod-
conversations with singles that have posted personal adsity items—books, movies, music, videogames and elec-
on Yahoo! Personals. Users can also purchase an Enhancedtronics. This platform presents a solution for multi-format
Ad option designed to create personal ads that stand out.comparison-shopping, offering ‘‘four ways to shop, one
Free services include the ability to browse the personalplace to buy.’’
ads, post personal ads and photos, and respond to

Yahoo! Shopping also offers our users tools and services messages received through a designated Personals Mailbox.
such as Wallet (express checkout service), Buyer Protection

Our Yahoo! Groups platform is one of the Internet’s mostProgram (free insurance on purchases up to $1,000),
popular group email services, enabling millions of mem-Order History (organizes all relevant purchasing informa-
bers to communicate with other individuals of similartion in one easy to find location) and product recommen-
interests. We have also developed a suite of services thatdation features (editorial content). Shoppers can also com-
help users manage their personal information, such aspare both price information and merchant quality for
Address Book, Calendar, Photos and Briefcase. Users cancertain items as rated by previous shoppers.
access their personal information from the Web through

Yahoo! Travel offers services to our users covering every- their personal computers or other devices such as personal
thing from planning to purchasing to packing. Services are digital assistants (PDA’s), pagers and cell phones, using
geared towards recreational and business travelers, bringing Yahoo! Mobile.
together the leading travel information and service provid-

We also offer a powerful suite of voice services aimed aters in one place. Yahoo! Travel provides one-stop access to
increasing the convenience for members to access informa-our network of approximately 700 airlines, 50 car rental
tion and communicate with anyone worldwide. These ser-agencies, and 50,000 hotels through a partnership with
vices, including Yahoo! by Phone and Yahoo! Phone Card,Travelocity. In 2001, National Leisure Group joined forces
offer consumers a convenient way to gain easy access towith Yahoo! Travel, providing an extensive selection of
their online information from familiar devices and remainapproximately 5,000 cruise and vacation packages, book-
connected. With Yahoo! by Phone, people use naturalable both online and over the telephone. During 2001,
speech interaction or a touch-tone keypad on any phonestrategic media relationships were forged with top-tier
to gain easy access to our essential services, includingtravel airlines (American Airlines and Delta Airlines), car
Yahoo! Mail, which is read to the user using advancedrental (Budget Car Rental) and hotel (Hotel Reservation
text-to-speech technology. In addition through our Yahoo!Network) companies.
Everywhere product, we offer many of our featured net-

Communications Properties work services available through wireless and/or alternative
devices. These services include My Yahoo!, Mail, Sports,Our Communications properties provide industry leading,
Finance, News, Weather, Calendar, Address Book, Movieessential free and fee-based services to many of our users.
Listings, Auctions, Yellow Pages, Driving Directions andOur registered members communicate one-to-one,
People Search, among others.one-to-many and many-to-many through our integrated
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Enterprise Solutions domain name registration, web hosting, and Yahoo! Busi-
ness Mail); sell their products online through Yahoo! StoreOur Enterprise Solutions consist of three primary service
and through integrated points of distribution such asofferings: Yahoo! Portal Solutions, Yahoo! Broadcast Solu-
Yahoo! Auctions, Yahoo! Warehouse, Yahoo! Shopping andtions and Small Business Services. The main focus is to
Yahoo! Classifieds; and promote and market onlineprovide communications solutions to help businesses more
through Yahoo! Express directory placement, Yahoo! Spon-easily aggregate and distribute business critical information
sored Sites, Yahoo! Yellow Pages, and Ad Manager, aand interact with their target audiences.
self-service advertising tool that enables Yahoo! Store
merchants to create, purchase and manage advertisingYahoo! Portal Solutions, formerly known as Corporate
campaigns on the Yahoo! network. Additionally, the num-Yahoo!, is a leading provider of enterprise information
ber of Yahoo! Shopping and Yahoo! Stores merchants roseportal solutions that integrate personalized Yahoo! content
from more than 13,000 merchants in 2000 to more thanand services with corporate data and applications for
17,000 in 2001.intranets and extranets through the use of deep open stan-

dards. Specifically, these solutions allow portal administra-
Access & Distribution Servicestors to control the aggregation, personalization and deliv-

ery of multi-language content, services and applications During 2001, we announced a strategic alliance with SBC
that will be accessed by the end-users. These solutions also Communications Inc. (‘‘SBC’’) to offer a co-branded
deliver to our enterprise customers a unified, personalized, Internet service to millions of DSL (broadband) customers
and integrated web presence. We have reseller relationships in SBC’s 13-state region and to dial-up subscribers nation-
with SAP and Novell to deliver customized portal solu- wide. The service, which is expected to launch during mid
tions leveraging this technology. 2002, will offer consumers integrated access and premium

service offerings on a subscription basis, and will include a
Yahoo! Broadcast Solutions is a leading provider of suite of Yahoo! and SBC customized products and
Internet broadcasting, communications and collaboration services.
tools to business customers. Whether it be live product
launches, global corporate meetings or distributed learn- OTHER PROPERTIES & PERSONALIZED SERVICES
ing, Broadcast Solutions’ tools, infrastructure and partner- We also have user services that span across some or all of
ships are integrated to provide end-to-end solutions for our vertical properties including Yahoo! Wallet, Yahoo!
our business customers. Through the Webcast Studio plat- PayDirect and Yahoo! Companion. Yahoo! Wallet enables
form, Yahoo! Broadcast Solutions also offers enhanced users to enter their financial, billing and shipping infor-
data tools and new dynamic interfaces that are focused on mation into a secure location once and reuse the informa-
specific marketing, training, conference and corporate tion for purchases throughout the Yahoo! network without
communications needs. The Webcast packages combine re-entering the information. Yahoo! PayDirect from HSBC
interactive applications, consulting and production ser- Bank plc (‘‘HSBC’’), an online person-to-person payment
vices, and promotion or distribution options, for market- solution, is a service that enables Yahoo! consumers to
ers to deliver targeted information. During 2001, Yahoo! request, receive, send, and make payments over the
Broadcast Solutions launched Training Management Stu- Internet, eliminating the need for mailing paper checks
dio, a service that offers online training combining audio and money orders. Yahoo! Companion is a browser
and video, and Virtual Conference, a service that makes add-on that enables users to conveniently access our
numerous subject tracks available for live or on demand properties and services from anywhere on the Web. 
viewing and that can be accessed by thousands of individ-
uals at numerous global locations.

Small Business Services provides resources, planning tools,
research and advice to assist individuals with starting their
own online business, as well as to help existing small busi-
nesses with expanding their online operations. Our small
business offering provides customers with a complete set
of services to: develop an online presence (through



We also offer personalized user services that are designed
to enable efficient use of our properties and services
worldwide. A cornerstone of these services is the universal
registration system that permits users to easily access
properties and services, including My Yahoo!, Yahoo!
Chat, Yahoo! Mail, Yahoo! Messenger, Yahoo! Bill Pay,
Yahoo! PayDirect, Yahoo! Message Boards, Yahoo! Shop-
ping, Yahoo! Auctions, Yahoo! Clubs, Yahoo! Groups,
Yahoo! Personals, Yahoo! Classifieds, Yahoo! Address Book,
and Yahoo! Calendar under a single username.

My Yahoo! is our personalized Web information service
that allows registered members to create a personal profile
which organizes and delivers information of personal
interest to the user via a user-customized interface. Users
are able to capture their favorite Yahoo! properties and
services in one convenient location. From essential infor-
mation and services, such as news, stock quotes, stock
portfolio management, national headlines, local and
national weather and sports scores, to more specific appli-
cations such as movie show times, ski reports, best travel
fares, health tips and traffic reports, 
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majority or 100% of the non-US operations (except in
Japan), and have established offices internationally to facil-
itate the local development of these businesses. We have
pursued a consistent strategy of content aggregation with
leading third parties and currently plan to continue to
rollout certain selected properties and services for our
international markets.

Our joint ventures with SOFTBANK and its affiliates, a
holder of approximately 20% of our Common Stock as of
December 31, 2001, include Yahoo! Germany, Yahoo!
United Kingdom, Yahoo! France (‘‘Yahoo! Europe’’),
Yahoo! Japan and Yahoo! Korea. These joint ventures were
formed to establish and manage local versions of our
properties in the respective countries. As of December 31,
2001, we owned approximately 70% of Yahoo! Europe,
34% of Yahoo! Japan and 67% of Yahoo! Korea.

REVENUE CLASSIFICATIONS

Marketing Services revenues are primarily generated from
the sale of banner and sponsorship advertisements. Banner

My Yahoo! members agreements typically consist of targeted and non-targeted
have information of personal interest available at their fin- advertising that appears on or around pages within the
gertips in a customized format. With the My Yahoo! plat- Yahoo! network. Sponsorship agreements take many forms
form, we are able to deliver targeted product, advertising including: high profile promotions that are typically
and transaction-based services. focused on a particular event, such as a sweepstakes;

branded content integration into our properties allowing
GEOGRAPHIC PROPERTIES

marketers to provide contextually relevant information to
We seek to build upon our global user base by developing consumers; and merchant sponsorship opportunities on
Internet properties focused on geographic regions, which targeted advertising inventory encouraging users to com-
include foreign countries as well as domestic metropolitan plete a transaction. Direct marketing revenues result from
areas. We have launched numerous geographically targeted email campaigns targeted to certain members of our regis-
Web properties. Additional information required by this tered community who have indicated a willingness to
item is incorporated herein by reference to Note 9 ‘‘Seg- receive such promotions. Hypertext links are embedded in
ment and Geographic Information’’ of the Notes to the each advertisement, sponsorship or directed email to pro-
Consolidated Financial Statements which appears in Item vide the user with instant access to the advertiser’s Web
8 of this Annual Report on Form 10-K. site, to obtain additional information or to purchase prod-

ucts and services. Additionally, we offer online research
We have developed 24 international online properties in and data services, enabling marketers to better understand
13 languages, including localized versions of Yahoo! in their customers profiles and behaviors.
Argentina, Asia, Australia & New Zealand, Brazil,
Canada, China, Denmark, France, Germany, Hong Kong, Although a significant amount of advertising purchases on
India, Italy, Japan, Korea, Mexico, Norway, Singapore, our properties are for general rotation on pages within the
Spain, Sweden, Taiwan and the United Kingdom & Ire- Yahoo! network, we also offer highly-targeted marketing
land, in addition to Yahoo! guides in Spanish, Mandarin opportunities that are designed to deliver greater value to
Chinese and Canadian French languages. Outside the advertisers through more focused audiences. By developing
English-speaking markets, we have built independent an extended family of Yahoo!-branded properties, we seek
directories of local language Web sites and other content, to offer advertisers a wide range of placement options and
developed by native speakers of each language. We own a promotional opportunities. Essential Marketing Solutions
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is an integrated set of sales and marketing tools built on of a commerce-enabled Web site with email, reporting,
the Yahoo! network and delivered in an integrated manner payment processing, and search functionality. This tech-
to our global audience. It consists of innovative, interac- nology is currently available in the Yahoo! Shopping and
tive marketing programs designed to provide one-stop Yahoo! Store properties, enabling large and small
shopping for companies seeking to secure a measurable merchants to transact business online.
Internet presence. Essential Marketing Solutions is focused

PRODUCT DEVELOPMENTon satisfying six of the most common marketing needs:
acquisition, sales promotion, research, efficiency, optimiza- We continually enhance existing services and develop new
tion, branding and retention. services to meet evolving consumer demand for technolog-

ical innovation. Our domestic engineering and production
We maintain three primary channels for selling our mar-

teams are primarily located in our Sunnyvale, California
keting services: online, telephone and direct. Our Spon-

headquarters and in Dallas, Texas. Locally-based teams
sored Matches service, which provides enhanced visibility

handle most international production and engineering. We
for Web sites within Yahoo!’s search results, is sold

have developed substantially all of our services internally.
through our online channel by Overture Services, Inc.
Under this agreement, our search results pages feature EMPLOYEES
Overture’s top-five Pay-for-Performance search listings sold

As of December 31, 2001, we had approximately 3,000by its advertisers. Our telemarketing channel focuses on
full-time employees. Our future success is substantiallysales of online marketing services to small and
dependent on the performance of our senior managementmedium-size businesses. Our direct advertising sales team
and key technical personnel, and our continuing ability tofocuses on selling our marketing services and solutions to
attract and retain highly qualified technical and manage-leading agencies and marketers in the United States. As of
rial personnel. See the ‘‘Risk Factors’’ section below for aDecember 31, 2001, we employed advertising sales profes-
further discussion of certain risks related to oursionals in nine locations across the U.S. including:
employees.Atlanta, Boston, Chicago, Dallas, Detroit, Los Angeles,

Miami, New York and the San Francisco Bay Area. Our
RISK FACTORSadvertising sales organization consults regularly with agen-

cies and customers on design and placement of Web-based We are in a highly competitive industry and some of our
advertising, and provides clients with measurements and competitors may be more successful in attracting and
analyses of advertising effectiveness. In addition to its geo- retaining customers.
graphic sales structure, we have vertical advertising sales

The market for Internet products and services is highly
teams for automotive, consumer packaged goods,

competitive, and we expect that competition will continue
entertainment, finance, retail, pharmaceuticals, sports,

to intensify. Negative competitive developments could
technology, telecommunications, travel and advertising

have a material adverse effect on our business and the
agencies. In international markets, our own internal sales

trading price of our stock.
representatives handle our advertising sales. In some coun-
tries, where we have not established full operational capac- We compete with many other providers of online naviga-
ity, sales agency relationships have been established. tion, information, entertainment, business, community,

electronic commerce and broadcast services. As we expand
Fees and listings revenues are generated from a variety of

the scope of our Internet offerings, we will compete
consumer and business fee and listings-based services,

directly with a greater number of Internet sites, media
including Small Business Services, Yahoo! Portal Solutions,

companies, and companies providing business services
Yahoo! Broadcast Solutions, Yahoo! Personals and certain

across a wide range of different online services, including:
Yahoo! Search and Directory services. Our Yahoo! Portal
Solutions and Yahoo! Broadcast Solutions sales are han- • companies offering communications, information
dled by a designated sales team. and entertainment services either on a stand alone

basis or integrated into other products and media
Transactions revenues include service fees for facilitating

properties;
transactions through the Yahoo! network. We offer a tech-
nology platform directed toward the complete deployment
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• vertical markets where competitors may have A large number of these Websites and online services as
advantages in expertise, brand recognition, and well as high-traffic e-commerce merchants such as Ama-
other factors; zon.com, also offer or are expected to offer informational

and community features that may be competitive with the
• manufacturers of personal computers or software services that we offer. In order to compete effectively, we

who may develop their own Internet portals to may need to expend significant internal engineering
which they would direct their customers; resources or acquire other technologies and companies to

provide or enhance such capabilities. Any of these efforts
• online employment recruiting companies; could have a material adverse effect on our business, oper-

ating results and financial condition and be dilutive to our
• online merchant hosting services; and stockholders.

• online broadcasting of business events. Our intellectual property rights are costly and difficult to
protect.

In particular, we face significant competition from AOL
We regard our copyrights, patents, trademarks, trade dress,Time Warner and Microsoft (MSN). The combination of
trade secrets, and similar intellectual property, includingAmerica Online and Time Warner provides America
our rights to certain domain names, as critical to Yahoo!’sOnline with content from Time Warner’s movie and tele-
success. We rely upon trademark, patent and copyrightvision, music, books and periodicals, news, sports and
law, trade secret protection and confidentiality or licenseother media holdings; access to a network of cable and
agreements with our employees, customers, partners andother broadband delivery technologies; and considerable
others to protect our proprietary rights. For example, weresources for future growth and expansion. The America
have obtained the registration for certain of our trade-Online/Time Warner combination also provides America
marks, including ‘‘Yahoo!’’ and ‘‘Yahooligans!.’’ EffectiveOnline with access to a broad potential customer base
trademark, patent, copyright, and trade secret protectionconsisting of Time Warner’s current customers and sub-
may not be available in every country in which our prod-scribers of its various media properties. To a less signifi-
ucts and media properties are distributed or made avail-cant extent, we also face competition from other compa-
able through the Internet, and while we attempt to ensurenies that have combined a variety of services under one
that the quality of our brand is maintained by our licen-brand in a manner similar to Yahoo!, including Terra
sees, our licensees may take actions that could materiallyLycos. In certain of these cases, most notably AOL Time
and adversely affect the value of our proprietary rights orWarner and MSN, our competition has a direct billing
the reputation of our products and media properties. Werelationship with the user, which we generally lack. This
are aware that third parties have, from time to time, cop-relationship permits our competitors to have several
ied significant portions of Yahoo! directory listings for usepotential advantages including the potential to be more
in competitive Internet navigational tools and services.effective than us in targeting services and advertisements
Protection of the distinctive elements of Yahoo! may notto the specific taste of their users. We also face competi-
be available under copyright law. We cannot guaranteetion from Websites focused on vertical markets where
that the steps we have taken to protect our proprietaryexpertise in a particular segment of the market may pro-
rights will be adequate.vide a competitive advantage. On an international level,

we compete directly with local providers; they may have
We may be subject to intellectual property infringement

several advantages, including greater knowledge about the claims, which are costly to defend and could limit our ability
particular country or local market and access to significant to use certain technologies in the future.
financial or strategic resources in such local markets. We

Many parties are actively developing search, indexing,must continue to obtain more knowledge about our users
e-commerce and other Web-related technologies, as well asand their preferences, deepen our relationships with our
a variety of online business models and methods. Weusers as well as increase our branding and other marketing
believe that these parties will continue to take steps toactivities in order to remain competitive and strengthen
protect these technologies, including, but not limited to,our market position.
seeking patent protection. As a result, disputes regarding
the ownership of these technologies and rights associated
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with online business are likely to arise in the future. In extend the Yahoo! brand, fund greater levels of product
addition to existing patents and intellectual property development, develop and commercialize additional media
rights, we anticipate that additional third-party patents properties, and acquire complementary businesses and
related to our services will be issued in the future. From technologies. Additionally, we are required under generally
time to time, parties assert patent infringement claims accepted accounting principles to review our amortizable
against us in the form of letters, lawsuits and other forms intangible assets for impairment when events or changes
of communications. Currently, we are engaged in two law- in circumstances indicate the carrying value may not be
suits regarding patent issues and have been notified of a recoverable. Goodwill is required to be tested for impair-
number of other potential disputes. ment at least annually. We have experienced a decline in

our stock price and market capitalization and our industry
In addition to patent claims, third parties have asserted is experiencing a slower growth rate than historically real-
and most likely will continue to assert claims against us ized. If such factors continue, we may be required to rec-
alleging infringement of copyrights, trademark rights, ord a significant charge to earnings in our financial state-
trade secret rights or other proprietary rights, or alleging ments in the period any impairment of our goodwill or
unfair competition or violations of privacy rights. In the amortizable intangible assets is determined. At Decem-
event that we determine that licensing patents or other ber 31, 2001, our goodwill and other intangible assets
proprietary rights is appropriate, we cannot guarantee that were $214.9 million.
we will be able to license such proprietary rights on rea-
sonable terms or at all. We may incur substantial expenses We also hold investments in securities of technology com-
in defending against third-party infringement claims panies. Due to the recent volatility in the stock market in
regardless of the merit of such claims. In the event that general, and the market prices of securities of technology
there is a determination that we have infringed third-party companies in particular, we have realized decreases in the
proprietary rights such as patents, copyrights, trademark market value of such investments of $38.0 million in
rights, trade secret rights or other third party rights such 2001 which have been recorded in our consolidated state-
as publicity and privacy rights, we could incur substantial ment of operations. We may realize further decreases in
monetary liability or be prevented from using the rights, the market value of certain investments in future periods.
which could require us to change our business practices in

Further, we are subject to employer payroll taxes whenthe future.
our employees exercise their non-qualified stock options.

We are aware of lawsuits filed against two of our competi- The employer payroll taxes are assessed on each employee’s
tors regarding the presentment of advertisements in gain, which is the difference between the price of our
response to search requests on ‘‘keywords’’ that may be common stock on the date of exercise and the exercise
trademarks of third parties. Initial rulings in these lawsuits price. During a particular period, these payroll taxes could
were in favor of our competitors, but the plaintiffs in be material. Depending on the number of shares of our
these lawsuits have appealed these initial rulings. common stock for which options are exercised and the

fair market value of shares of our common stock during
Financial results for any particular period will not predict such period, these employer payroll taxes would be
results for future periods. recorded as a charge to operations in the period such

options are exercised based on actual gains realized byBecause of the uncertain nature of the rapidly changing
employees. In addition to the net proceeds we wouldmarket we serve, period-to-period comparisons of operat-
receive upon the exercise of stock options, we woulding results are not likely to be meaningful. In addition,
receive tax deductions for gains realized by employees onyou should not rely on the results for any period as an
the exercise of non-qualified stock options for which theindication of future performance. In particular, although
benefit is recorded as additional paid-in capital. However,we experienced strong revenue growth through the year
because we are unable to predict our future stock price2000, revenues in the year 2001 were substantially lower
and the number of optionees who may exercise duringthan revenues in the prior year. In addition, Yahoo! cur-
any particular period, we cannot predict what, if any,rently expects that its operating expenses will continue to
expense will be recorded in a future period and theincrease as we expand our sales and marketing operations
impact on our future financial results.in areas of expected growth, continue to develop and
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We rely heavily on revenues derived from Internet advertising, spending quickly enough to compensate for any unex-
which are subject to uncertain demand from our current and pected revenue shortfall. Accordingly, the cancellation or
potential clients and are difficult to forecast accurately. deferral of advertising or sponsorship contracts could have

a material adverse effect on our financial results.Currently, the majority of our revenues come from adver-
tisements displayed on our online properties. Our ability

We also generate revenue from our search and directoryto continue to achieve substantial advertising revenue
capabilities through an advertiser’s purchase of andepends upon:
enhanced placement in our results. Yahoo! Sponsor
Matches, offered through keyword search-driven inquiries,• growth of our user base;
is currently provided through an alliance with a third
party. If we are unable to continue to secure an arrange-• our user base being attractive to advertisers;
ment with a third party provider on terms which are
acceptable to us, or we are unable to develop our own• our ability to derive better demographic and other
ability to provide this service, our revenue could beinformation from our users;
adversely affected.

• acceptance by advertisers of the Web as an adver-
General economic downturns could harm our ability totising medium; and
generate advertising revenue.

• our ability to transition and expand into other Expenditures by advertisers tend to be cyclical, reflecting
forms of advertising. overall economic conditions as well as budgeting and buy-

ing patterns. The overall market for advertising, including
In addition, we are experiencing a shift in the source of Internet advertising, has been generally characterized in
our advertising revenues from Internet companies to com- recent quarters by softness of demand and the reduction
panies in more traditional lines of business. These adver- of marketing and advertising budgets or the delay in
tisers often have substantially different requirements and spending of budgeted resources. As a result, advertising
expectations than Internet companies with respect to spending across traditional media, as well as the Internet,
advertising programs. If we are unsuccessful in adapting to has decreased.
the needs of our changing mix of advertisers, it could
have a material adverse effect on our business, operating In addition, the September 11, 2001 terrorist attacks and
results and financial condition. In addition, Internet com- the United States’ military response, may contribute to
panies are ceasing to spend money on advertising at a continued general economic weakness and, accordingly,
faster pace than we anticipated, and companies in more further reductions in advertising spending. Acts of war
traditional lines of business are not spending money on and terrorism against the United States, and the United
advertising as quickly as we anticipated. These conditions States’ response to such acts, may also exacerbate or pro-
could have a material adverse effect on our business, oper- long a general slowdown in the U.S. advertising market
ating results and financial condition. and the economy, which could cause our advertising or

other revenues to decrease or fail to grow.
Most of our revenues are currently derived from agree-
ments with advertisers or sponsorship arrangements. Our In addition, if economic conditions do improve, market-
agreements with advertisers and sponsors generally have ing budgets and advertising spending may not increase
terms of three years or less and, in many cases, the terms from current levels.
are much shorter. In cases where the advertiser is provid-
ing services, the agreements often have payments contin- The rate structure of some of our sponsorship arrangements
gent on usage levels. Many of our advertisers are Internet subjects us to financial risk.
companies which, in certain cases, may lack financial

A key element of our strategy is to generate advertising
resources to fulfill their commitments. Accordingly, it is

revenues through sponsored services and placements by
difficult to forecast these revenues accurately. However,

third parties in our online media properties in addition to
our expense levels are based in part on expectations of

banner advertising. We typically receive sponsorship fees
future revenues and are fixed over the short-term with
respect to certain categories. We may be unable to adjust
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or a portion of transaction revenues in return for mini- develop an effective method for generating revenues for
mum levels of user impressions to be provided by us. such services. In addition, the development of these tech-
These arrangements expose us to potentially significant nologies requires long development cycles and a more sig-
financial risks in the event our usage levels decrease, nificant investment by us. If we were unable to develop
including the following: such applications or use such technologies, the size and

rate of growth in our user base would be adversely
• the fees we are entitled to receive may be adjusted affected. If we cannot develop a direct or indirect means

downwards; by which we generate revenues from our communications
services that are greater than the cost of providing such

• we may be required to ‘‘make good’’ on our obli- services, our business, operating results and financial con-
gations by providing alternative services; dition would be materially adversely affected.

• the sponsors may not renew the agreements or We may not be successful in expanding the number of users
may renew at lower rates; and of our electronic commerce services and our ability to

effectively provide these services is limited because to date,
• the arrangements may not generate anticipated we have not had a direct billing relationship with our users.

levels of shared transaction revenues, or sponsors
We have focused, and intend to continue to focus, signifi-may default on the payment commitments in such
cant resources on the development and enhancement ofagreements as has occurred in the past.
our electronic commerce properties. These properties, such
as Yahoo! Shopping, link users with a network of retailersAccordingly, any leveling off or decrease of our user base
with whom we have relationships. We do not establish aor the failure to generate anticipated levels of shared trans-
direct billing relationship with our users as a result of anyaction revenues could result in a significant decrease in
purchases they may make with the retailers. In addition, aour revenue levels.
large number of our users currently utilize Yahoo!’s online

We have spent considerable amounts of money and resources shopping services simply to gather information for future
to provide a variety of communications services, but such offline purchases. We will need to effectively induce infor-
services may not prove to be successful in generating mation gatherers to make purchases in order for our elec-
significant revenue for us. tronic commerce properties to be successful. Finally, the

success of our electronic commerce properties will alsoCurrently, a substantial portion of the traffic on our
depend on, among other things, our ability to attract andonline properties is directed at our communications ser-
retain well-known brands among our network of retailers.vices, such as email, instant messaging, calendaring and
The revenue that we derive from our electronic commercechat rooms, and we expect this trend to continue for the
services is typically in the form of a commission paid byforeseeable future. We provide these and other basic com-
the retailer from whom our user purchased a product.munications services free of charge to users, as is the case
Users who had a favorable buying experience with a par-with most of our competitors, and have not yet deter-
ticular retailer may contact that retailer directly for futuremined an effective means of generating revenues directly

from providing such services. Alternative revenue models purchases rather than through our service. If our users
for our communications and electronic commerce services, bypass our electronic commerce properties, such as Yahoo!
such as subscription fees and commissions, are relatively Shopping, and contact retailers directly, we will not
unproven and may not generate sufficient revenues to be receive any revenue for purchases made through such
meaningful to us. Currently, we are dependent upon the direct contact. Competing providers of online shopping,
use of other Yahoo! services to generate revenues from our including merchants with whom we have relationships,
communications services, and there is a risk that this rela- may provide a more convenient and comprehensive online
tionship will not be sustained. As communications services shopping experience due to their singular focus on elec-
become an increasingly important part of our total offer- tronic commerce. As a result, we may have difficulty com-
ing, we must continue to provide new communications peting with those merchants for users of electronic com-
applications that are compelling to users and utilize more merce services. The inability of our electronic commerce
sophisticated communications technologies to provide properties to generate significant revenues could have a
such applications to many types of access devices in addi- material adverse effect on our business.
tion to the personal computer, while continuing to



Our business and enterprise services, while costly to develop,
may fail to gain market acceptance.

We have invested a significant amount of money and
resources in the creation of our business and enterprise
services, such as Yahoo! Webcast Studio, which allows bus-
iness customers to create and stream their own corporate
events,

13

greater knowledge with respect to the tastes and prefer-
ences of users residing in that country and/or their focus
on a single market. We have experienced and expect to
continue to experience higher costs as a percentage of rev-
enues in connection with the development and mainte-
nance of international online properties. We have selected
international markets that may not develop at a rate that and Yahoo! Portal Solutions, a customized enter-
supports our level of investment. In particular, interna-prise portal solution. Many of these services are unproven
tional markets typically have been slower than domesticand may fail to gain market acceptance. Because the mar-
markets in adopting the Internet as an advertising andket for these business and enterprise services is new and
commerce medium.evolving, it is difficult to predict the size of this market

and its rate of growth, if any. In addition, it is uncertain
In addition to uncertainty about our ability to continuewhether businesses and other organizations will utilize the
to generate revenues from our foreign operations andInternet to any significant degree as a means of broadcast-
expand our international presence, there are certain risksing business conferences and other events. Potential busi-
inherent in doing business on an international level,ness services customers must accept audio and video
including:broadcast services over the Internet as a viable alternative

to face-to-face meetings, television or audio, audio
• trade barriers and unexpected changes in regula-

teleconferences and video conferencing. We cannot assure
tory requirements;

you that the market for business and enterprise services
will continue to develop or be sustainable. If the market

• difficulties in developing, staffing and simultane-
fails to develop, develops more slowly than expected or

ously managing a large number of unique foreign
becomes more competitive than is currently expected, our

operations as a result of distance, language and
operating results could be adversely affected.

cultural differences;

We will continue to expand our operations into international
• higher costs of doing business in foreign countries;markets in which we have limited experience, are faced with

relatively higher costs and are exposed to greater risks.
• longer payment cycles;

A key part of our strategy is to develop Yahoo!-branded
online properties in international markets. We have devel- • currency exchange rate fluctuations;
oped, through joint ventures, subsidiaries and branch
offices, Yahoo! properties localized for over 20 other coun- • political and economic instability and export
tries. To date, we have only limited experience in develop- restrictions;
ing localized versions of our products and marketing and

• seasonal reductions in business activity;operating our products and services internationally, and
we rely on the efforts and abilities of our foreign business

• risks related to government regulation includingpartners in such activities.
those more fully described below; and

We believe that in light of substantial anticipated competi-
• potentially adverse tax consequences.tion, we need to expand our operations in international

markets quickly in order to obtain market share effec-
One or more of these factors could have a materialtively. However, in a number of international markets,
adverse effect on our future international operations and,especially those in Europe, we face substantial competition
consequently, on our business, operating results, andfrom Internet Service Providers (ISPs) that offer or may
financial condition.offer their own navigational services. Many of these ISPs

have a dominant market share in their territories. Further,
foreign providers of competing online services may have a
substantial advantage over us in attracting users in their
country due to more established branding in that country,
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We depend on key personnel who may not continue to work for numbers of simultaneous users, unique users and daily
for us. page views delivered. In addition, the services offered by

Yahoo! and popular with users have changed significantlyWe are substantially dependent on the continued services
in the past and are expected to change rapidly in theof our key personnel, including our two founders, our
future. Much of the architecture that we employ was notchief executive officer, president, chief financial officer,
originally designed to accommodate levels or types of usechief technical officer, executive and senior vice presidents,
that we currently experience on our online properties, andand vice presidents. These individuals have acquired spe-
it is unclear whether current or future anticipated levels ofcialized knowledge and skills with respect to Yahoo! and
traffic or use of services will result in delays or interrup-its operations or, in the cases of our chairman and chief
tions in our service. In particular, the architecture utilizedexecutive officer, executive vice president for North Ameri-
for our email and certain other communication servicescan operations and certain new senior vice presidents,
was not primarily designed for this purpose. The architec-only recently joined us. If any of these individuals were to
ture is highly complex and may not provide satisfactoryleave Yahoo! unexpectedly, we could face substantial diffi-
service in the future, especially as email and certain otherculty in hiring qualified successors and could experience a
communications services become an increasingly impor-loss in productivity while any such successor obtains the
tant service offering. In the future, we may be required tonecessary training and experience. For example, we have
make significant changes to our architecture, includingrecently announced the departure in April 2002 of our
moving to a completely new architecture. If we arecurrent president and chief operating officer, Jeff Mallett.
required to switch architectures, we may incur substantialWe are currently engaged in a search for Mr. Mallett’s
costs and experience delays or interruptions in our service.successor. We may experience similar departures from our
If we experience delays or interruptions in our service duedomestic or international business units in the future.
to inadequacies in our current architecture or as a resultMany of our management personnel have reached or will
of a change in architectures, users may become dissatisfiedsoon reach the four-year anniversary of their Yahoo! hiring
with our service and move to competing providers ofdate and, as a result, will have become or will shortly
online services. Further, to the extent that demand for ourbecome fully vested in their initial stock option grants.
broadcast services content and other rich media offeringsWhile management personnel are typically granted addi-
increases, we will need to expand our infrastructure,tional stock options, which will usually vest over a period
including the capacity of our hardware servers and theof four years subsequent to their hire date to provide
sophistication of our software. This expansion is likely toadditional incentive to remain at Yahoo!, the initial option
be expensive and complex, and require additional techni-grant is typically the largest, and an employee may be
cal expertise. If we fail to successfully scale our broadcastsmore likely to leave Yahoo!’s employ upon completion of
to large audiences of simultaneous users, such failurethe vesting period for the initial option grant.
could adversely affect that portion of our business. Also,
as we acquire users who rely upon us for a wide variety ofWe expect that we will need to hire additional personnel
services, it becomes more technologically complex andin designated growth areas. The competition for qualified
costly to retrieve, store and integrate data that will enablepersonnel is intense, particularly in the San Francisco Bay
us to track each user’s preferences. An unanticipated lossArea, where our corporate headquarters are located. At
of traffic, increased costs, inefficiencies or failures to adapttimes, we have experienced difficulties in hiring personnel
to new technologies and the associated adjustments to ourwith the right training or experience, particularly in tech-
architecture may have a material adverse effect on ournical areas. We do not maintain key person life insurance
business, operating results and financial condition.for any of our personnel. If we do not succeed in

attracting new personnel, or retaining and motivating
Our competitors often provide Internet access or computerexisting personnel, our business will be adversely affected.
hardware to our users, and our competitors could make it
difficult for our users to access our services.We may have difficulty scaling and adapting our existing

architecture to accommodate increased traffic and technology Our users must access our services through an Internet
advances. service provider, or ISP, with which the user establishes a

direct billing relationship using a personal computer orYahoo! is one of the most highly trafficked Websites on
other access device. To the extent that an access provider,the Internet and is regularly exceeding previous standards
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such as AOL Time Warner or MSN, or a computer or from online properties that are directed at the users of
computing device manufacturer offers online services or alternative devices. Any failure to develop revenue-generat-
properties that are competitive with those of Yahoo!, the ing online properties that are adopted by a significant
user may find it more convenient to use the services or number of alternative device users could have a material
properties of that access provider or manufacturer. In adverse effect on our business, operating results and finan-
addition, the access provider or manufacturer may make it cial condition.
difficult to access our services by not listing them in the

We rely on the value of the Yahoo! brand, and the costs ofaccess provider’s or manufacturer’s own directory. Also,
maintaining and enhancing our brand awareness arebecause an access provider gathers information from the
increasing.user in connection with the establishment of the billing

relationship, an access provider may be more effective than We believe that maintaining and expanding the Yahoo!
us in tailoring services and advertisements to the specific brand is an important aspect of our efforts to attract and
tastes of the user. To the extent that a user opts to use the expand our user and advertiser base. We also believe that
services offered by his or her access provider or those the importance of brand recognition will increase due to
offered by computer or computing device manufacturers the growing number of Internet sites and the relatively
rather than the services provided by us, our business, low barriers to entry. We have spent considerable money
operating results and financial condition will be materially and resources to date on the establishment and mainte-
adversely affected. nance of the Yahoo! brand. We will spend increasing

amounts of money on, and devote greater resources to,
More individuals are utilizing non-PC devices to access the advertising, marketing and other brand-building efforts to
Internet, and we may not be successful in developing a version preserve and enhance consumer awareness of the Yahoo!
of our service that will gain widespread adoption by users of

brand during 2002 and beyond. We may not be able to
such devices.

successfully maintain or enhance consumer awareness of
In the coming years, the number of individuals who the Yahoo! brand and, even if we are successful in our
access the Internet through devices other than a personal branding efforts, such efforts may not be cost-effective. If
computer, such as personal digital assistants, cellular tele- we are unable to maintain or enhance consumer awareness
phones and television set-top devices, is expected to of the Yahoo! brand in a cost-effective manner, our busi-
increase dramatically. Our services are designed for rich, ness, operating results and financial condition would be
graphical environments such as those available on personal materially and adversely affected.
and laptop computers. The lower resolution, functionality

The successful operation of our business depends upon theand memory associated with alternative devices may make
supply of critical elements from other companies.the use of our services through such devices difficult, and

we may be unsuccessful in our efforts to modify our We depend upon third parties, to a substantial extent, for
online properties to provide a compelling service for users several critical elements of our business, including various
of alternative devices. As we have limited experience to technology, infrastructure, content development, software
date in operating versions of our service developed or and distribution components.
optimized for users of alternative devices, it is difficult to
predict the problems we may encounter in doing so, and Technology and Infrastructure. We rely on private third-party
we may need to devote significant resources to the crea- providers, including Exodus, a Cable & Wireless Service
tion, support and maintenance of such versions. If we are and its affiliates and Level 3 Communications, for our
unable to attract and retain a substantial number of alter- principal Internet connections, co-location of a significant
native device users to our online services, we will fail to portion of our data servers and network access. We also
capture a sufficient share of an increasingly important por- rely on Network Appliance for key components of our
tion of the market for online services. email service. Any disruption in the Internet or network

access or co-location services provided by these third-party
As the majority of our revenues are derived through the providers or any failure of these third-party providers to
sale of banner and other advertising optimized for a per- handle current or higher volumes of use could have a
sonal computer screen, we may not be successful at devel- material adverse effect on our business, operating results,
oping a viable strategy for deriving substantial revenues and financial condition. For example, Exodus was recently
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acquired out of bankruptcy proceedings by Cable & Wire- copies of the software to play streaming media free of
less. Any continued financial difficulties for Exodus may charge, but providers of streaming media products may
have negative effects on our business, the nature and begin charging users for copies of their player software or
extent of which we cannot predict. We license technology otherwise change their business model in a manner that
and related databases from third parties for certain ele- slows the widespread acceptance of these products. In
ments of our properties, including, among others, technol- order for our broadcast services to be successful, there
ogy underlying the delivery of news, stock quotes and must be a large base of users of these streaming media
current financial information, chat services, street mapping products. We have limited or no control over the availa-
and telephone listings, streaming capabilities and similar bility or acceptance of streaming media software, and to
services. We have experienced and expect to continue to the extent that any of these circumstances occur, the
experience interruptions and delays in service and availa- broadcast services portion of our business will be materi-
bility for such elements. Furthermore, we depend on ally adversely affected.
hardware suppliers for prompt delivery, installation and

Our dependence on third party content and service providersservice of servers and other equipment to deliver our
subjects us to risks.products and services. Any errors, failures, interruptions,

or delays experienced in connection with these third-party Our future success depends upon our ability to aggregate
technologies and information services could negatively compelling content and deliver that content through our
impact our relationship with users and adversely affect our online properties. We license much of the content that
brand and our business and could expose us to liabilities attracts users to our online properties, such as news items,
to third parties. stock quotes, weather reports, maps and audio and video

content from third parties such as Reuters. We also obtain
Distribution Relationships. To increase traffic for our online important elements of our search service from our rela-
properties and services and make them more available and tionship with Google. In particular, Yahoo! Broadcast and
attractive to advertisers and consumers, we have certain our music and entertainment properties rely on major
distribution agreements and informal relationships with sports organizations, radio and television stations, record
leading Web browser providers, such as Microsoft, opera- labels, cable networks, businesses, colleges and universities,
tors of online networks and leading Websites, software film producers and distributors, and other organizations
developers and computer manufacturers, such as Sony, and for a large portion of the content available on our proper-
telecommunications companies, such as Sprint PCS. These ties. Our ability to maintain and build relationships with
distribution arrangements typically are not exclusive and third-party content providers will be critical to our suc-
do not extend over a significant amount of time. Further, cess. We may be unable to enter into or preserve relation-
some of our distributors are competitors or potential com- ships with the third parties whose content we seek to
petitors who may not renew their distribution contracts obtain. Many of our current licenses for third-party con-
with us. Potential distributors may not offer distribution tent extend for a period of less than two years and there
of our properties and services on reasonable terms, or at can be no guarantee that they will be renewed upon their
all. In addition, as new methods for accessing the Web expiration. In addition, as competition for compelling
become available, including through alternative devices, we content increases both locally and abroad, our content
may need to enter into additional distribution relation- providers may increase the prices at which they offer their
ships. Any failure to obtain distribution or to obtain dis- content to us and potential content providers may not
tribution on terms that are reasonable, could have a mate- offer their content on terms agreeable to us. An increase
rial adverse effect on our business, results of operations, in the prices charged to us by third-party content provid-
and financial condition. ers could have a material adverse effect on our business,

operating results and financial condition. Further, many of
Streaming Media Software. We rely on the two leading provid- our content licenses with third parties are non-exclusive.
ers of streaming media products, RealNetworks and Accordingly, other webcasters may be able to offer similar
Microsoft, to license the software necessary to broadcast or identical content. Likewise, most sports and entertain-
streaming audio and video content to our users. There ment content available on our online properties are also
can be no assurance that these providers will continue to available on other media like radio or television. These
license these products to us on reasonable terms, or at all. media are currently, and for the foreseeable future will be,
Our users are currently able to electronically download
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much more widely adopted for listening or viewing such are anticipated to be finally determined in June 2002. If
content than the Web. These factors also increase the the royalty rates under negotiation or determined in the
importance of our ability to deliver compelling editorial arbitration are altered in the future to be above our expec-
content and personalization of this content for users in tations, if the royalty rates charged by the various per-
order to differentiate Yahoo! from other businesses. If we formance rights societies increase or if any of these or
are unable to license or acquire compelling content, if other parties with music licensing rights impose terms that
other companies broadcast content that is similar to or make it difficult or impossible to broadcast music through
the same as that provided by Yahoo!, or if we do not our properties, we may be unable to provide music con-
develop compelling editorial content or personalization tent to our users in a cost-effective manner. We believe
services, the number of users on our online properties that users of Internet services such as the Yahoo! online
may not grow at all or at a slower rate than anticipated, properties will increasingly demand high-quality audio and
which would decrease our advertising revenue. video content. The revenue we receive as a result of our

audio and video broadcasts may not justify the costs of
As we provide more audio and video content, particularly providing such broadcasts. Our inability to cost-effectively
music, we may be required to spend significant amounts of provide high-quality audio and/or video content to our
money on content acquisition and content broadcasts. users could have a material adverse effect on our business,

operating results and financial condition.Until recently, the majority of the content that we pro-
vided to our users was in print, picture or graphical for-

We must manage our growth and consolidation successfully,mat and was either created internally or licensed to us by
including the integration of recently-acquired companies, inthird parties for little or no charge. However, we have
order to achieve our desired results.

been providing recently and intend to continue to provide
increasing amounts of audio and video content to our We have experienced dramatic growth in personnel in
users, such as the broadcast of music, film content, recent years and expect to continue to hire additional per-
speeches, news footage, concerts and other special events, sonnel in selected areas. We also reduced our workforce in
through our broadcast services and other media and 2001 to decrease our costs and create greater operational
entertainment properties, and such content may require us efficiency. This growth and consolidation requires signifi-
to make substantial payments to third parties from whom cant time and resource commitments from us and our
we license or acquire such content. For example, in order senior management. Further, as a result of recent acquisi-
to broadcast music through our online properties, we are tions and international expansion, approximately one-half
currently required to pay royalties both on the copyright of our employees are based outside of our Sunnyvale, Cal-
in the musical compositions and the copyright in the ifornia headquarters. If we are unable to effectively man-
actual sound recordings of the music to be broadcast. We age a large and geographically dispersed group of employ-
currently have obtained rights from ASCAP, BMI and ees, anticipate our future growth or manage our
SESAC that permit Yahoo! to engage in the public per- consolidations effectively, our business will be adversely
formance of musical compositions for which they control affected.
the rights. These rights have been obtained pursuant to

As part of our business strategy, we have completed severalshort-term agreements or are under negotiation. With
acquisitions (including the acquisition of HotJobs.com inrespect to the copyrights in the specific sound recordings
February 2002) and expect to enter into additional businessthat we broadcast, the Digital Millennium Copyright Act
combinations and acquisitions. Acquisition transactions are(DMCA) includes statutory licenses for the performance
accompanied by a number of risks, including:

of such sound recordings and for the making of record-
ings to facilitate transmissions. Under these statutory • the difficulty of assimilating the operations and
licenses, we will be required to pay licensing fees for the personnel of the acquired companies which may
public performance of sound recordings delivered through be geographically dispersed;
retransmissions of radio broadcasts and Internet-only pro-

• the potential disruption of our ongoing businessgramming. The DMCA does not specify the rate and
and distraction of management;terms of the licenses, which were recently recommended

by a copyright arbitration royalty panel (CARP) super-
vised by the United States Copyright Office and which



• the difficulty of incorporating acquired technology
or content and rights into our products and media
properties and unanticipated expenses related to
such integration;

• the negative impact on reported earnings if any of
our 
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necessary to comply with such laws and regulations, and
dampen the growth in use of the Web.

Several federal laws could have an impact on our business.
The Digital Millennium Copyright Act is intended to
reduce the liability of online service providers for listing

previously completed transactions that are or linking to third-party Websites that include materials
expected to continue to qualify for pooling of that infringe copyrights or other rights of others. The
interest accounting treatment for financial report- Children’s Online Protection Act and the Children’s
ing purposes fail to continue to so qualify; Online Privacy Protection Act are intended to restrict the

distribution of certain materials deemed harmful to chil-
• the correct assessment of the relative percentages of dren and impose additional restrictions on the ability of

in-process research and development expense that online services to collect user information from minors. In
can be immediately written off as compared to the addition, the Protection of Children From Sexual
amount which must be amortized over the appro- Predators Act of 1998 requires online service providers to
priate life of the asset; report evidence of violations of federal child pornography

laws under certain circumstances. Such legislation may
• the failure to successfully develop an acquired impose significant additional costs on our business or sub-

in-process technology resulting in the impairment ject us to additional liabilities.
of amounts currently capitalized as intangible
assets; We post our privacy policy and practices concerning the

use and disclosure of user data. In addition, GeoCities, a
• the impairment of relationships with employees company we acquired in 1999, is required to comply with

and customers of either an acquired company or a consent order between it and the Federal Trade Com-
our own business as a result of any integration of mission (the ‘‘FTC’’), which imposes certain obligations
new management personnel; and and restrictions with respect to information collected from

users. Any failure by us to comply with our posted pri-
• the potential unknown liabilities associated with vacy policy, the consent order, FTC requirements or other

acquired businesses. privacy-related laws and regulations could result in pro-
ceedings by the FTC or others which could potentially

We may not be successful in addressing these risks or any have an adverse effect on our business, results of opera-
other problems encountered in connection with such tions and financial condition. In this regard, there are a
acquisitions and the failure to do so could have a material large number of legislative proposals before the United
adverse effect on our business, operating results and finan- States Congress and various state legislative bodies regard-
cial condition. ing privacy issues related to our business. It is not possible

to predict whether or when such legislation may be
We are subject to U.S. and foreign government regulation of

adopted, and certain proposals, if adopted, could materi-
the Internet, the impact of which is difficult to predict.

ally and adversely affect our business through a decrease
There are currently few laws or regulations directly appli- in user registrations and revenues. This could be caused
cable to the Internet. The application of existing laws and by, among other possible provisions, the required use of
regulations to Yahoo! relating to issues such as user pri- disclaimers or other requirements before users can utilize
vacy, defamation, pricing, advertising, taxation, gambling, our services.
sweepstakes, promotions, financial market regulation, con-
tent regulation, quality of products and services, and intel- Due to the global nature of the Web, it is possible that
lectual property ownership and infringement can be the governments of other states and foreign countries
unclear. In addition, we will also be subject to new laws might attempt to regulate Web transmissions or prosecute
and regulations directly applicable to our activities. Any us for violations of their laws. We might unintentionally
existing or new legislation applicable to us could expose violate such laws, such laws may be modified and new
us to substantial liability, including significant expenses laws may be enacted in the future. Any such develop-

ments (or developments stemming from enactment or
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modification of other laws) could have a material adverse expose us to potential risks, such as liabilities or claims
effect on our business, operating results and financial resulting from unsolicited email, lost or misdirected
condition. messages, illegal or fraudulent use of email, or interrup-

tions or delays in email service. Investigating and defend-
We may be subject to legal liability for online services. ing any of these types of claims is expensive, even to the

extent that the claims do not ultimately result in liability.We host a wide variety of services that enable individuals
to exchange information, generate content, conduct busi-

Our stock price has been volatile historically, which may make
ness and engage in various online activities on an interna-

it more difficult for you to resell shares when you want at
tional basis, including public message posting and services prices you find attractive.
relating to online auctions and homesteading. The law

The trading price of our common stock has been andrelating to the liability of providers of these online services
may continue to be subject to wide fluctuations. Duringfor activities of their users is currently unsettled both
2001, the closing sale prices of our common stock on thewithin the United States and abroad. Claims have been
Nasdaq ranged from $42.88 to $8.11 per share and thethreatened and have been brought against us for defama-
closing sale price of our common stock on March 13,tion, negligence, copyright or trademark infringement,
2002 was $19.22 per share. Our stock price may fluctuateunlawful activity, tort, including personal injury, fraud, or
in response to a number of events and factors, such asother theories based on the nature and content of infor-
quarterly variations in operating results, announcements ofmation that we provide links to or that may be posted
technological innovations or new products and mediaonline or generated by our users or with respect to auc-
properties by us or our competitors, changes in financialtioned materials. For example, Yahoo! was recently the
estimates and recommendations by securities analysts, thesubject of a claim brought by certain entities in a French
operating and stock price performance of other companiescourt regarding, among other things, the availability of
that investors may deem comparable to us, and newscertain content within our services which was alleged to
reports relating to trends in our markets. In addition, theviolate French law. Due to the unsettled nature of the law
stock market in general, and the market prices forin this area, we may be subject to similar actions in
Internet-related companies in particular, have experienceddomestic or other international jurisdictions in the future.
extreme volatility that often has been unrelated to theOur defense of any such actions could be costly and
operating performance of such companies. These broadinvolve significant distraction of our management and
market and industry fluctuations may adversely affect theother resources. In addition, we are aware that govern-
price of our stock, regardless of our operating perform-mental agencies are currently investigating the conduct of
ance. Additionally, volatility or a lack of positive perform-online auctions.
ance in our stock price may adversely affect our ability to
retain key employees, all of whom have been grantedWe also periodically enter into arrangements to offer
stock options.third-party products, services, or content under the Yahoo!

brand or via distribution on various Yahoo! properties,
Management and one large stockholder beneficially ownincluding stock quotes and trading information. We may
approximately 32.6% of our stock; their interests couldbe subject to claims concerning these products, services or
conflict with yours; significant sales of stock held by themcontent by virtue of our involvement in marketing, brand-
could have a negative effect on our stock price.

ing, broadcasting or providing access to them, even if we
do not ourselves host, operate, provide, or provide access Yahoo!’s directors and executive officers and SOFTBANK
to these products, services or content. While our agree- beneficially owned approximately 32.6% of Yahoo!’s out-
ments with these parties often provide that we will be standing common stock as of February 26, 2002. Eric
indemnified against such liabilities, such indemnification Hippeau is a member of our board of directors and is also
may not be adequate. a Managing Partner of SOFTBANK Capital Partners, an

affiliate of SOFTBANK. As a result of their ownership
It is also possible that, if any information provided and positions, our directors and executive officers and
directly by us contains errors or is otherwise negligently SOFTBANK collectively are able to significantly influence
provided to users, third parties could make claims against all matters requiring stockholder approval, including the
us. For example, we offer Web-based email services, which election of directors and approval of significant corporate
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transactions. Such concentration of ownership may also common stock, holders of the rights (other than the per-
have the effect of delaying or preventing a change in con- son or group triggering their exercise) will be able to pur-
trol of Yahoo!. In addition, sales of significant amounts of chase, in exchange for the $250 exercise price, shares of
shares held by Yahoo!’s directors and executive officers and our common stock or of any company into which we are
SOFTBANK, or the prospect of these sales, could merged having a value of $500. The rights expire on
adversely affect the market price of our common stock. March 1, 2011 unless extended by our board of directors.

Because the rights may substantially dilute the stock own-
Our operations could be significantly hindered by the ership of a person or group attempting to take us over
occurrence of a natural disaster or other catastrophic event. without the approval of our board of directors, our rights

plan could make it more difficult for a third party toOur operations are susceptible to outages due to fire,
acquire us (or a significant percentage of our outstandingfloods, power loss, telecommunications failures, break-ins
capital stock) without first negotiating with our board ofand similar events. In addition, the majority of our net-
directors regarding such acquisition.work infrastructure is located in Northern California, an

area susceptible to earthquakes. In the recent past, the
In addition, our board of directors has the authority towestern United States (and California in particular) has
issue up to 10,000,000 shares of preferred stock (of whichexperienced repeated episodes of diminished electrical
2,000,000 shares have been designated as Series A Juniorpower supply. As a result of these episodes, certain of our
Participating Preferred Stock) and to determine the price,operations or facilities may be subject to ‘‘rolling black-
rights, preferences, privileges and restrictions, includingouts’’ or other unscheduled interruptions of electrical
voting rights, of those shares without any further vote orpower. The prospect of such unscheduled interruptions
action by the stockholders. The rights of the holders ofmay continue for the foreseeable future and we are unable
our common stock may be subject to, and may beto predict either their occurrence, duration or cessation.
adversely affected by, the rights of the holders of any pre-We do not have multiple site capacity for all of our ser-
ferred stock that may be issued in the future. The issu-vices in the event of any such occurrence. Despite our
ance of preferred stock may have the effect of delaying,implementation of network security measures, our servers
deterring or preventing a change of control of Yahoo!are vulnerable to computer viruses, physical and electronic
without further action by the stockholders and maybreak-ins, and similar disruptions from unauthorized tam-
adversely affect the voting and other rights of the holderspering with our computer systems. In addition, we are
of our common stock. Further, certain provisions of ourvulnerable to coordinated attempts to overload our sys-
charter documents, including provisions eliminating thetems with data, resulting in denial or reduction of service
ability of stockholders to take action by written consentto some or all of our users for a period of time. We have
and limiting the ability of stockholders to raise matters atexperienced a coordinated denial of service attack in the
a meeting of stockholders without giving advance notice,past, and may experience such attempts in the future. We
may have the effect of delaying or preventing changes indo not carry sufficient business interruption insurance to
control or management of Yahoo!, which could have ancompensate us for losses that may occur as a result of any
adverse effect on the market price of our stock. In addi-of these events. Any such event could have a material
tion, our charter documents do not permit cumulativeadverse effect on our business, operating results, and
voting, which may make it more difficult for a third partyfinancial condition.
to gain control of our Board of Directors. Further, we are
subject to the anti-takeover provisions of Section 203 ofAnti-takeover provisions could make it more difficult for a
the Delaware General Corporation Law, which will pro-third party to acquire us.
hibit us from engaging in a ‘‘business combination’’ with

We have adopted a stockholder rights plan and declared a
an ‘‘interested stockholder’’ for a period of three years

dividend distribution of one right for each outstanding
after the date of the transaction in which the person

share of common stock to stockholders of record as of
became an interested stockholder, even if such combina-

March 20, 2001. Each right entitles the holder to pur-
tion is favored by a majority of stockholders, unless the

chase one unit consisting of one one-thousandth of a
business combination is approved in a prescribed manner.

share of our Series A Junior Participating Preferred Stock
The application of Section 203 also could have the effect

for $250 per unit. Under certain circumstances, if a per-
of delaying or preventing a change of control or

son or group acquires 15% or more of our outstanding
management.
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Terrorist attacks have contributed to economic instability in boards, auction sites, shopping services, and other com-
the United States; continued terrorist attacks, war or other munications and community features, such as claims alleg-
civil disturbances could lead to further economic instability ing defamation or invasion of privacy. Currently, our sub-
and depress our stock price or adversely affect our business. sidiary Launch Media, Inc. (‘‘Launch’’) is engaged in a

lawsuit regarding copyright issues which commenced priorOn September 11, 2001, the United States was the target
to our entering into an agreement to acquire Launch. Inof terrorist attacks of unprecedented scope. These attacks
addition, from time to time, third parties assert patenthave caused instability in the global financial markets, and
infringement claims against Yahoo! in the form of letters,have contributed to volatility in the stock prices of United
lawsuits and other forms of communication. Currently, weStates publicly traded companies, such as Yahoo!. These
are engaged in two lawsuits regarding patent issues andattacks have and may continue to lead to armed hostilities
have been notified of a number of other potential patentor may lead to further acts of terrorism and civil distur-
disputes.bances in the United States or elsewhere, which may fur-

ther contribute to economic instability in the United
We are not currently aware of any legal proceedings orStates and could have a material adverse effect on our
claims that we believe are likely to have a material adversebusiness, financial condition and operating results.
effect on our financial position, results of operations or
cash flows. However, we may incur substantial expenses inItem 2. Properties
defending against third party claims. In the event of a

Our headquarters is a leased office complex located in determination adverse to Yahoo!, we may incur substantial
Sunnyvale, California, which aggregates approximately monetary liability, and be required to change our business
807,000 square feet. Office space for our international practices. Either of these could have a material adverse
subsidiaries is leased in Amsterdam, Bangalore, Beijing, effect on our financial position, results of operations and
Buenos Aires, Copenhagen, Hamburg, Hong Kong, cash flows.
London, Madrid, Melbourne, Mexico City, Milan,
Munich, Paris, Sao Paulo, Seoul, Shanghai, Singapore, Item 4. Submission of Matters to a Vote of Security
Sydney, Taipei and Toronto. We also lease offices in Holders
Atlanta, Baltimore, Boston, Chicago, Dallas, Detroit,

No matters were submitted to a vote of security holdersHouston, Los Angeles, Miami, New York, San Diego, San
during the fourth quarter of 2001.Francisco, Seattle, and Washington, D.C. Our principal

Web server equipment and operations are maintained by
both Exodus, a Cable & Wireless Service, and by Sprint
in Santa Clara, California.

We also have an agreement committing to lease two addi-
tional buildings adjacent to our headquarters in Sunny-
vale, California. Construction began in the fourth quarter
of 2001 and the buildings are expected to be ready for
occupancy in the third quarter of 2003. We believe that
our existing facilities are adequate to meet current require-
ments, and that suitable additional or substitute space will
be available as needed to accommodate any further physi-
cal expansion of corporate operations and for any addi-
tional sales offices.

Item 3. Legal Proceedings

From time to time, we are subject to legal proceedings
and claims in the ordinary course of business, including
claims of alleged infringement of trademarks, copyrights
and other intellectual property rights, and a variety of
claims arising in connection with our email, message



Part II

Item 5. Market for the Registrant’s Common Equity and Related Stockholder Matters

Yahoo! Inc. Common Stock is quoted on the N
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asdaq National Market System under the symbol ‘‘YHOO’’. The
following table sets forth the range of high and low per share bid prices as reported for each period indicated and reflects
all stock splits effected:

2001 2000

High Low High Low

First quarter $43.38 $13.50 $237.50 $153.81
Second quarter 23.70 11.38 167.38 112.06
Third quarter 20.87 8.02 139.81 90.38
Fourth quarter 19.50 8.45 87.94 25.63

We had 9,441 stockholders of record as of February 26, 2002. We have not declared or paid any cash dividends on our
Common Stock. We presently intend to retain our future earnings, if any, to fund the development and growth of our
business and, therefore, do not anticipate paying any cash dividends in the foreseeable future.

We did not make any unregistered sales of our Common Stock during the fourth quarter of 2001.



Item 6. Selected Financial Data

Years Ended December 31,

(in thousands, except per share amounts) 2001 2000 1999 1998 1997

Net revenues $ 717,422 $1,110,178 $ 591,786 $245,132 $ 84,108
Net income (loss) (92,788) 70,776 47,811 (13,641) (43,376)
Net income (loss) per share – basic $ (0.16) $ 0.13 $ 0.09 $ (0.03) $ (0.11)
Net income (loss) per share – diluted $ (0.16) $ 0.12 $ 0.08 $ (0.03) $ (0.11)
Shares used in per share calculation –

basic 569,724 550,657 516,237 440,131 391,542
Shares used in per share calculation –

diluted 569,724 610,678 599,558 440,131 391,542

December 31,

2001 2000 1999 1998 1997

Cash, cash equivalents and investments in
marketable debt securities $1,471,993 $1,658,666 $1,004,300 $636,079 $136,581

Restricted cash and restricted long-term
investments 258,662 30,000

23

– – –
Working capital 693,016 979,635 796,653 531,032 136,714
Total assets 2,379,346 2,269,576 1,520,129 790,471 203,351
Mandatorily redeemable convertible

preferred stock – – 52,173 9,923 –
Stockholders’ equity $1,967,017 $1,896,914 $1,251,732 $676,361 $137,241



Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations

In addition to historical information, the following discussion
and analysis of management contains forward-looking state-
ments. These forward-looking statements involve risks, uncer-
tainties and assumptions. The actual results may differ mate-
rially from those anticipated in these forward-looking
statements as a result of many factors, including but not
limited to, those discussed below
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and transactions. No one customer accounted for 10% or
more of net revenues during these periods.

Marketing services revenues are primarily generated from
the sale of banner and sponsorship advertisements. Banner
advertising agreements typically range from one week to
three years. Sponsorship advertising agreements have
longer terms, ranging from three months to five years,
and often involve multiple element arrangements. Banner

, the results of any acquisition
and sponsorship advertisement revenues are recognized as

we may complete and in the section in this Annual Report on
‘‘impressions’’ are delivered or ratably over the contract

Form 10-K entitled ‘‘Risk Factors’’. Readers are cautioned not
period, where applicable, and when collection of the

to place undue reliance on these forward-looking statements,
resulting receivable is reasonably assured. ‘‘Impressions’’ are

which reflect management’s opinions only as of the date hereof
defined as the number of times that an advertisement

and do not reflect the results of any acquisitions which we
appears in pages viewed by users of the Yahoo! network.

have completed since December 31, 2001. Yahoo! Inc. under-
We recognize revenue on these arrangements in accor-

takes no obligation to revise or publicly release the results of
dance with Securities and Exchange Commission Staff

any revision to these forward-looking statements. Readers
Accounting Bulletin No. 101 (‘‘SAB 101’’), ‘‘Revenue Rec-

should carefully review the risk factors described in this docu-
ognition in Financial Statements.’’

ment as well as in other documents we file from time to time
with the Securities and Exchange Commission, including the Periodically, we engage in barter transactions for market-
Quarterly Reports on Form 10-Q and any Current Reports ing services. Barter revenue is recognized over the periods
on Form 8-K to be filed by us in fiscal year 2002. in which we complete our obligations under the arrange-

ment. Prior to January 2000, barter transactions were
OVERVIEW

recorded at the fair value of the goods or services provided
Yahoo! Inc. (‘‘Yahoo!’’) is a global Internet business and or received, whichever was more readily determinable in
consumer services company that offers a comprehensive the circumstances. In January 2000, we adopted Emerging
branded network of properties and services, currently to Issues Task Force No. 99-17 (‘‘EITF 99-17’’), ‘‘Accounting
more than 219 million individuals worldwide. As the first for Advertising Barter Transactions,’’ which requires adver-
online navigational guide to the Web, www.yahoo.com, is a tising barter transactions to be valued based on similar
leading guide in terms of traffic, advertising, household cash transactions that have occurred within six months
and business user reach. Yahoo!’s global brand reaches the prior to the barter transaction. Barter revenues represented
largest audience worldwide. Through Yahoo! Enterprise 7%, 7%, and 8% of total revenues for 2001, 2000 and
Solutions, we also provide online business and enterprise 1999. During 2001, we delivered approximately 1.6 bil-
services designed to enhance the productivity and Web lion impressions, as compared to 1.1 billion in 2000,
presence of our clients. Our global Web network includes under barter arrangements where fair value was not deter-
24 world properties. Headquartered in Sunnyvale, Califor- minable under EITF 99-17, and accordingly revenue was
nia, we have offices in the United States, Europe, Asia, not recognized.
Latin America, Australia and Canada.

Fees and listings revenues consist of revenues generated
We conduct our business globally and manage it geo- from a variety of consumer and business fee and listings-
graphically. We rely on an internal management reporting based services, including Small Business Services, Yahoo!
process that provides revenue and certain operating cost Portal Solutions (formerly known as Corporate Yahoo!),
information for making financial decisions and allocating broadcasting live and on-demand events, Yahoo! Personals
resources. Our principal areas of measurement and deci- and certain Search and Directory services. With the excep-
sion-making are the United States and International. tion of Yahoo! Portal Solutions, revenues are recognized in

the month in which the services are performed, provided
Revenues. Our revenues are derived principally from ser- that no significant obligations remain and collection of
vices, which include marketing services, fees and listings, the resulting receivable is reasonably assured. Revenues

from Yahoo! Portal Solutions consist of software license
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arrangements and are recognized upon delivery of the network during 2001 as compared to approximately 6,025
software in accordance with Statement of Position and 5,200 in 2000 and 1999, respectively. No one cus-
No. 97-2, ‘‘Software Revenue Recognition’’ and Statement tomer accounted for 10% or more of net revenues during
of Position 98-9, ‘‘Modification of SOP No. 97-2 with 2001, 2000 and 1999.
Respect to Certain Transactions.’’ Platform and mainte-

There can be no assurance that the purchasing pattern ofnance revenues for Yahoo! Portal Solutions are recognized
customers advertising on the Yahoo! network will not con-on a straight-line basis over the term of the contract.
tinue to fluctuate, that advertisers will not continue toSoftware license revenues have represented less than 10%
make smaller and shorter-term purchases, or that marketof total net revenues for 2001, 2000 and 1999.
prices for online advertising will not decrease due to com-

Transactions revenues include service fees for facilitating petitive or other factors. Due to our ongoing transition in
transactions through the Yahoo! network, principally from customer base from Internet companies to companies in
our commerce properties. Transactions revenues are recog- more traditional lines of business, as well as seasonality
nized upon notification from the customer that qualifying and the continuing weakness in world-wide economic
transactions have occurred and collection of the resulting conditions, we currently believe that 2002 marketing ser-
receivable is reasonably assured. vices revenues will remain comparable in absolute dollars

with our 2001 marketing services revenues.
Results of Operations

Fees and Listings Revenues. Fees and listings revenues consistNet Revenues
of revenues generated from a variety of fee and listings-

Net revenues by groups of similar service were as follows based services we provide. These services primarily include
(dollars in thousands): Small Business Services, Yahoo! Portal Solutions, broad-

casting live and on-demand events, Yahoo! Personals and
Years Ended December 31, certain Search and Directory services. Fees and listings

2001 2000 1999 revenues in 2001 increased $24.0 million, or 20%, as* * *

compared to 2000. The increase is primarily attributableMarketing services $538,771 75% $ 968,274 87% $533,323 90%
to the expanding deployment of Yahoo! Portal SolutionsFees and listings 146,445 20% 122,406 11% 55,268 9%
and monetization of certain Search and Directory services,Transactions 32,206 5% 19,498 2% 3,195 1%
as well as the increase in number of users for our other

$717,422 $1,110,178 $591,786
fee and listings-based services. The increase was partially

*  Percent of Net revenues offset by a decrease in revenues from broadcasted events,
caused mainly by a decrease in the number of events to

Marketing Services Revenues. Marketing services revenues are
approximately 2,760 during 2001, as compared to 4,150

primarily generated from the sale of banner and sponsor-
events during 2000. Fees and listings revenues in 2000

ship advertisements. Marketing services in 2001 decreased
increased $67.1 million, or 121%, as compared to 1999.

by $429.5 million, or 44%, as compared to 2000. The
This increase was primarily attributable to the increasing

decrease is due primarily to the softening of the global
number of events and average revenue per event broad-

economy which significantly impacted many of our cus-
casted as well as the increasing number of users of the

tomers’ marketing budgets. Further impacting marketing
various fee and listings-based services. We broadcasted

services revenues was the decrease in commitment levels
approximately 4,150 events during 2000, as compared to

and related pricing from companies who advertise on the
3,600 during 1999. For 2002, we currently expect fees

Internet. In addition, Internet companies spent signifi-
and listings revenues to increase in absolute dollars.

cantly less money in 2001 due to diminished access to
capital markets as compared to 2000 and 1999. During

Transactions Revenues. Transaction revenues in 2001 increased
2001, our customer base has shifted toward more tradi- by $12.7 million, or 65%, as compared to 2000 and
tional marketers. The increase in absolute dollars from increased by $16.3 million from 1999 to 2000. The year-
1999 to 2000 was due primarily to the increasing number over-year increases are primarily a result of the increasing
of advertisers purchasing space on the Yahoo! network as number of electronic commerce transactions enabled on
well as an increase in the size of advertising purchased. the Yahoo! network, principally from our commerce
Approximately 5,825 customers advertised on the Yahoo!
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properties. In 2001, the increase in transactions is primar- 116 million page views per day in December 2000 and
ily driven by a shift from some of our marketing service 39 million page views per day in December 1999.
agreements as well as a change in our Yahoo! Store plat-

We currently anticipate that cost of revenues will continueform, which have historically been fixed-pricing arrange-
to increase modestly in absolute dollars in 2002, as net-ments, towards performance-based agreements. Transac-
work usage increases and additional content is introducedtions revenues are also currently expected to increase in
for new and enhanced services.absolute dollars.

Sales and Marketing. Sales and marketing expenses consistOverall, we currently expect total combined revenues for
primarily of advertising and other marketing relatedmarketing services, fees and listings and transactions to
expenses, compensation related expenses, sales commis-increase in 2002 as compared to 2001.
sions and travel costs.

Costs and Expenses:
Sales and marketing expenses in 2001 decreased

Primary operating costs and expenses were as follows (dol-
$32.8 million, or 8%, as compared to 2000. This was

lars in thousands):
primarily the result of our overall effort to manage discre-
tionary costs and the 2001 Restructuring programs

Years Ended December 31,
described below. The cost efficiencies gained in 2001 were

2001 2000 1999* * * partially offset by costs related to the continued invest-
Cost of revenues $157,001 22% $149,744 13% $ 93,181 16% ment in our consolidated international subsidiaries. The
Sales and marketing 386,944 54% 419,725 38% 223,980 38% year-over-year increase in sales and marketing expenses as
Product development 126,090 18% 117,268 11% 72,368 12% a percentage of net revenues is primarily due to lower
General and marketing services revenues. Sales and marketing expenses

administrative 79,351 11% 74,508 7% 42,441 7% in 2000 increased $195.7 million, or 87%, as compared
* Percent of Net revenues to 1999, primarily as a result of the increase in advertising

and distribution costs associated with our aggressive
Cost of Revenues. Cost of revenues consists of the expenses brand-building strategy, increases in compensation expense
associated with the production and usage of the Yahoo! associated with growth in the direct sales force and mar-
network. These costs primarily consist of fees paid to keting personnel, expansion in the international subsidiar-
third parties for content included on our online media ies and an increase in sales commissions associated with
properties, Internet connection charges, equipment depre- the increase in revenues.
ciation, live event production costs, license fees and com-
pensation related expenses. We currently anticipate that sales and marketing expenses

in absolute dollars will be relatively consistent in 2002 as
Cost of revenues in 2001 increased by $7.3 million, or compared to 2001.
5%, as compared to 2000. Cost of revenues in 2000
increased $56.6 million, or 61%, as compared to 1999. Product Development. Product development expenses consist
The year-over-year increases in absolute dollars are primar- primarily of compensation related expenses incurred for
ily a result of an increase in costs associated with growing enhancements to and maintenance of the Yahoo! network,
network usage and additional content for new and classification and organization of listings within Yahoo!
enhanced services on the Yahoo! network. As measured in properties, research and development expenses, and other
page views (defined as electronic page displays) per day, operating costs.
we delivered an average of approximately 1.32 billion page
views per day in December 2001 compared to 900 mil- Product development expenses in 2001 increased
lion page views per day in December 2000 and an average $8.8 million, or 8%, as compared to 2000 and increased
of approximately 470 million page views per day in $44.9 million, or 62%, from 1999 to 2000. The
December 1999. Yahoo! Japan, an unconsolidated joint year-over-year increases in absolute dollars are primarily
venture with SOFTBANK, is included in these page view attributable to increases in the total compensation for
figures and accounted for an average of approximately engineers that develop and enhance media properties on
196 million page views per day in December 2001, the Yahoo! network and their related compensation during
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the respective years, offset by savings obtained through and capital market slowdown. These restructuring pro-
our 2001 Restructuring programs described below. grams included worldwide workforce reductions, consoli-

dation of excess facilities and other charges. As a result of
We believe that continued investments in product devel- these restructuring programs, we recorded restructuring
opment are required to remain competitive. Consequently, costs of $57.5 million classified as operating expenses in
we currently anticipate that product development costs in 2001.
absolute dollars will increase modestly in 2002 compared
to 2001. Worldwide Workforce Reduction. The restructuring programs

resulted in a workforce reduction of approximately 650
General and Administrative. General and administrative employees across certain business functions, operating
expenses consist primarily of compensation related units, and geographic regions. The worldwide workforce
expenses and fees for professional services. reductions in April and December 2001 were substantially

completed within 2001. We recorded a workforce reduc-
General and administrative expenses in 2001 increased tion charge of $15.1 million in 2001 relating primarily to
$4.8 million, or 6%, as compared to 2000 and increased severance and fringe benefits.
$32.1 million, or 76%, from 1999 to 2000. The
year-over-year increases in absolute dollars were primarily Consolidation of Excess Facilities and Other Charges. We recorded
attributable to increases in the above areas, partially offset a restructuring charge of $42.3 million in 2001 relating to
by decreases from cost efficiencies obtained through our the consolidation of excess facilities and other charges. Of
2001 Restructuring programs, described below. this charge, approximately $31.1 million was primarily for

excess facilities relating to lease terminations and
We currently believe that general and administrative non-cancelable lease costs. This estimate is based on cur-
expenses in absolute dollars will increase modestly in 2002 rent comparable rates for leases in the respective markets.
compared to 2001. If facilities rental rates continue to decrease in these mar-

kets or if it takes longer than expected to sublease these
Amortization of Intangibles. From time to time we have pur- facilities, the actual loss could exceed this estimate. Prop-
chased, and expect to continue purchasing, assets or busi- erty and equipment that was disposed of or removed from
nesses which may result in the creation of intangible operations resulted in a net charge of $9.4 million and
assets. consisted primarily of furniture and fixtures, servers, lease-

hold improvements, and computer equipment. We also
Amortization of intangibles expenses was $64.1 million recorded other restructuring costs of $1.8 million relating
for 2001, or 9%, of net revenues. For 2000 and 1999, primarily to payments for professional fees incurred with
amortization of intangibles expenses were $28.3 million the restructuring program.
and $23.3 million, or 3% and 4% of net revenues, respec-
tively. The year-over-year absolute dollar increases in A summary of the restructuring costs is as follows (in
amortization of intangibles are primarily the result of thousands):
acquisitions accounted for under the purchase method of

Restructuringaccounting during those years. Effective January 1, 2002,
Accrual at

we have adopted the provisions of Statement of Financial Total Noncash Cash December 31,
Charge Charges Payments 2001Accounting Standards No. 142 (‘‘SFAS 142’’), ‘‘Goodwill

and Other Intangible Assets,’’ under which goodwill will
Workforce

no longer be amortized and will be tested for impairment
reduction $15,137 $ (5,411) $ (5,901) $ 3,825

at least annually. See ‘‘Recent Accounting Pronounce-
Consolidation of

ments’’ for further information related to the adoption of
excess facilities

SFAS 142.
and other

charges 42,334 (9,380) (7,279) 25,675
Restructuring Costs. In April and December 2001, we

Total $57,471 $(14,791) $(13,180) $29,500announced restructuring programs to balance our invest-
ment in growth areas with the desire to modify our
near-term business plan to reflect the current economic
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The restructuring accrual is included on the balance sheet Other Income (Loss), Net. Other income (loss), net was as
in accrued expenses and other current liabilities. The follows (in thousands):
accrual related to the workforce reduction was substan-

Years Ended December 31,tially paid subsequent to December 31, 2001. Amounts
2001 2000 1999related to the net lease expense due to the consolidation

of facilities will be paid over the respective lease terms
Interest income $ 91,931 $ 84,602 $36,273

through December 2012. We have substantially completed
Investment gains (losses) (26,623) (118,943) –

the implementation of the restructuring programs during
Contract termination fee 9,000 – –

the fourth quarter of 2001. We expect the restructuring
Earnings in equity interests 4,356 1,428 1,760

programs to result in annual savings of approximately
Other (1,526) (788) (361)

$65 million in operating expenses effective January 2002.
$ 77,138 $ (33,701) $37,672

Acquisition-Related Costs. Acquisition-related costs consist pri-
marily of contract and facility termination expenses, Other income (loss), net was $77.1 million, $(33.7) mil-
write-offs of certain related fixed assets and leasehold lion and $37.7 million for 2001, 2000 and 1999. The
improvements, professional services, severance costs associ- increase from 2000 to 2001 was primarily the result of
ated with the termination of certain employees and vari- the smaller net investment loss of $26.6 million (which
ous registration and filing fees incurred in connection includes a gain of $5.2 million related to the sale of cer-
with business combinations recorded under the pool- tain equity instruments) in 2001 compared to $118.9 mil-
ing-of-interests method of accounting. We also expensed lion (which includes a gain of $40.8 million related to the
certain in-process research and development that had not exchange of certain equity investments) in 2000, $9.0 mil-
yet reached technological feasibility and had no alternative lion of income related to a contract termination fee in
future use in connection with business combinations 2001 and interest income on our larger average invest-
recorded under the purchase method of accounting. ment balance in 2001. The amounts were partially offset

by declining interest rates and foreign exchange losses.
Acquisition-related costs were $4.8 million, $22.8 million The decrease from 1999 to 2000 was primarily the result
and $88.0 million for 2001, 2000 and 1999. Acquisition- of net investment losses of $118.9 million, partially offset
related costs in 2001 were for incremental costs associated by interest income from a higher average investment
with the final settlement of a facilities lease termination in balance.
connection with the eGroups acquisition. During 2000,
these costs related primarily to the acquisition of eGroups. Other income (loss), net in future periods may fluctuate
During 1999, these costs related to the acquisitions of as a result of changes in our average investment balances
Encompass, GeoCities, Online Anywhere, broadcast.com, held, changes in market rates or the sale of investments,
ONElist, Inc., Log-Me-On and ISSG. and investment impairments.

Due to the elimination of the pooling-of-interests method Minority Interests in Operations of Consolidated Subsidiaries. Minor-
of accounting for business combinations as a result of the ity interests in operations of consolidated subsidiaries rep-
issuance of Statement of Accounting Standards No. 141 resents the minority partners’ percentage share of income
(‘‘SFAS 141’’), ‘‘Business Combinations,’’ future acquisi- or losses from such subsidiaries.
tion-related costs are expected to be limited to in-process

Minority interests in income from operations of consoli-research and development for technologies acquired in
dated subsidiaries was $0.7 million, $5.3 million andbusiness combinations that has not yet reached technolog-
$2.5 million for 2001, 2000 and 1999. The change fromical feasibility and has no alternative future use. Such
2000 to 2001 was due to lower profits within the consoli-amounts could have a significant impact on future finan-
dated affiliates which was attributable to weaker economiccial results.
climates in Europe and Korea. The change from 1999 to
2000 was attributable to the increased profits in the joint
ventures.
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Income Taxes. The provision for income taxes for 2001, Summarized information by segment for 2001, 2000, and
2000 and 1999 differs from the amount computed by 1999, as excerpted from the internal management reports,
applying the statutory federal rate principally due to a is as follows (dollars in thousands):
change in valuation allowance related to nondeductible

Years Ended December 31,impairment write-downs of certain of our equity invest-
2001 2000 1999ments, foreign losses not benefited, nondeductible costs (2) (2) (2)

related to acquisitions, nondeductible amortization charges
Net Revenues:

related to acquisitions, nondeductible stock-based compen-
United States $594,332 83 % $ 941,266 85% $532,731 90%

sation charges, nontaxable re-organizational gains resulting
International 123,090 17 % 168,912 15% 59,055 10%

from exchanges of certain equity investments, and a
Total Netchange in income tax regulations resulting in the recogni-

Revenues $717,422 $1,110,178 $591,786tion of certain acquired loss carryforward benefits.
Segment

Business Segment Results EBITDA (1): (3) (3) (3)

United States $ 72,186 12 % $ 401,485 43% $186,125 35%We conduct business globally and manage it geographi-
International (28,564) (23)% 9,120 5% 3,461 6%cally. Our segments for financial reporting purposes are

Total segmentthe United States and International. Management relies on
EBITDA $ 43,622 6 % $ 410,605 37% $189,586 32%an internal management reporting process that provides

segment EBITDA information for making financial deci- (1) Segment EBITDA includes income from operations before certain
unallocated operating costs and expenses, including stock compensa-sions and allocating resources. Segment EBITDA informa-
tion expense, amortization of intangibles, depreciation, restructuring

tion includes income from operations before certain unal- costs and acquisition-related costs.
located operating costs and expenses, including stock (2) Percent of Total Net revenues.
compensation expense, amortization of intangibles, depre- (3) Segment EBITDA Margin.
ciation, restructuring costs and acquisition-related costs.
We believe that segment EBITDA is an appropriate mea- United States. United States revenues in 2001 decreased
sure of evaluating the operating performance of our seg- $346.9 million, or 37%, in absolute dollars as well as
ments. However, segment EBITDA should be considered decreased as a percentage of net revenues primarily due to
in addition to, not as a substitute for or superior to, oper- the overall softening of the global economy, which signifi-
ating income, cash flows or other measures of financial cantly impacted many of our customers’, marketing budg-
performance prepared in accordance with generally ets. United States revenues in 2000 increased in absolute
accepted accounting principles. dollars by $408.5 million, or 77%, yet decreased as a

percentage of revenues. The absolute dollar growth was
Revenue is attributed to individual countries according to attributable to the increased number of advertisers and
the international online property that generated the reve- size of advertising contracts purchased on our site during
nue. No single foreign country accounted for more than 2000, while the decrease as a percentage of revenue was
10% of net revenues in 2001, 2000, and 1999. attributable to the expansion of our international markets.

United States segment EBITDA decreased $329.3 million,
or 82%, in absolute dollars from 2000 to 2001, primarily
as a result of decreased net revenues due to the softening
of the online advertising market. The United States seg-
ment EBITDA decreased in absolute dollars less than rev-
enues in 2001 due to cost savings obtained through a
reduction in discretionary spending and the 2001 Restruc-
turing programs. United States segment EBITDA
increased $215.4 million, or 116%, in absolute dollars
from 1999 to 2000, due to the increase in revenues as a
result of stronger economic conditions and capital markets
during that period, partially offset by investment in our
employees, brand building and infrastructure costs.
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International. International revenues in 2001 decreased affiliate is also a member of our Board of Directors. As a
$45.8 million, or 27%, in absolute dollars primarily due result, SOFTBANK is able to significantly influence all
to the decline in international advertising which occurred matters requiring Yahoo! stockholder approval. Revenues
across all international markets during 2001. International from SOFTBANK accounted for approximately 1% of net
revenues in 2000 increased in absolute dollars by revenues during each of the years 2001, 2000 and 1999.
$109.9 million, or 186%, due to extending our reach and We believe contracted prices are comparable to those
product offerings in international markets and expanding given to our other similarly situated customers.
into additional countries during 1999 and 2000, to cover

See Item 13 of this Form 10-K ‘‘Certain Relationshipsmost major advertising regions. International segment
and Related Transactions,’’ Note 4 – ‘‘Related Party Trans-EBITDA decreased $37.7 million, or 413%, in absolute
actions’’ and Note 6 – ‘‘Joint Ventures’’ in the Financialdollars from 2000 to 2001, primarily as a result of the
Statements for further information related to transactionsdecline in advertising revenues, offset partially by reduced
with related parties.discretionary spending. International segment EBITDA

increased $5.7 million, or 164%, in absolute dollars from
Critical Accounting Policies1999 to 2000 which was considerably less than our

growth in revenues as we invested in our international Our discussion and analysis of our financial condition and
operations. results of operations is based upon our consolidated finan-

cial statements, which have been prepared in accordance
Acquisitions with accounting principles generally accepted in the

United States. The preparation of these financial state-In January 2001, we completed the acquisition of
ments requires us to make estimates and judgments thatKimo.com, a Taiwanese Internet communications and
affect the reported amounts of assets, liabilities, revenuesmedia company, for a total purchase price of $157.4 mil-
and expenses, and related disclosure of contingent assetslion. During 2001, we also acquired other companies, for
and liabilities. On an on-going basis, we evaluate our esti-an aggregate purchase price of $31.9 million, that were
mates, including those related to uncollectible receivables,not significant to our financial position or results of oper-
investment values, intangible assets, income taxes, restruc-ations. See Note 5 – ‘‘Acquisitions’’ in the Financial State-
turing costs and contingencies. We base our estimates onments for further discussion of acquisitions that we have
historical experience and on various other assumptionsmade in 2001, 2000 and 1999.
that are believed to be reasonable under the circumstances,

In February 2002, we completed the acquisition of the results of which form the basis for making judgments
HotJobs.com, Ltd., (‘‘HotJobs’’), a leading provider of about the carrying values of assets and liabilities that are
comprehensive online recruiting solutions for employers, not readily apparent from other sources. Actual results
staffing firms and job seekers for a total estimated pur- may differ from these estimates under different assump-
chase price of $439.1 million (offset by cash acquired of tions or conditions.
$55.1 million). HotJobs will become a part of our listings

We believe the following critical accounting policies affectproperties and is expected to generate revenue principally
our more significant judgments and estimates used in thethrough listings and subscription fees for access to
preparation of our consolidated financial statements: reve-HotJobs’ database. For 2001, HotJobs had reported net
nue recognition; valuation allowances, specifically therevenues of $117.6 million and a net loss of $45.0 mil-
allowance for doubtful accounts and deferred tax assetslion. See ‘‘Liquidity and Capital Resources’’ for further
valuation allowance; accounting for investments in privatediscussion of commitments related to the HotJobs
and publicly-traded securities; and goodwill impairment.acquisition.

Related Party Transactions

SOFTBANK, including its consolidated affiliates
(‘‘SOFTBANK’’), was approximately a 20% stockholder at
December 31, 2001. We have joint ventures with
SOFTBANK in France, Germany, Japan, Korea and the
United Kingdom. A Managing Partner of a SOFTBANK



Revenue recognition. Our revenues are primarily generated
from the sale of banner and sponsorship advertisements,
and revenues generated from a variety of 
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Goodwill Impairment. Our long-lived assets include goodwill
and other intangible assets of $193.0 million and

fee and listings- $21.9 million, respectively, as of December 31, 2001.
based services. In accordance with generally accepted During 2001, we evaluated the recoverability of our good-
accounting principles in the United States, the recognition will and other intangible assets in accordance with State-
of these revenues is partly based on our assessment of the ment of Financial Accounting Standards No. 121
probability of collection of the resulting accounts receiva- (‘‘SFAS 121’’), ‘‘Accounting for the Impairment of
ble balance. As a result, the timing or amount of revenue Long-Lived Assets and for Long-Lived Assets to be Dis-
recognition may have been different if different assess- posed Of,’’ which generally required us to assess these
ments of the probability of collection of accounts receiva- assets for recoverability when events or circumstances indi-
ble had been made at the time the transactions were cate a potential impairment by estimating the undis-
recorded in revenue. counted cash flows to be generated from the use of these

assets. No impairment losses were recorded related to
Valuation Allowances. We maintain allowances for doubtful goodwill and other intangible assets during 2001. We are
accounts for estimated losses resulting from the inability adopting SFAS 142 effective January 1, 2002. We expect
of our customers to make required payments. If the finan- that approximately $50 million to $100 million of good-
cial condition of our customers were to deteriorate, result- will will be impaired upon the adoption of SFAS 142 in
ing in an impairment of their ability to make payments, connection with the transition impairment tests, which are
additional allowances may be required. required to be completed no later than December 31,

2002. The impairment resulting from these transition tests
We record a valuation allowance to reduce our deferred will be recorded as of January 1, 2002 and will be recog-
tax assets to the amount that is more likely than not to be nized as the cumulative effect of a change in accounting
realized. While we have considered future taxable income principle. We have not yet determined the amount of the
and ongoing prudent and feasible tax planning strategies impairment loss but expect to complete that measurement
in assessing the need for the valuation allowance, in the by March 31, 2002. Any further impairment losses
event we were to determine that we would be able to recorded in the future could have a material adverse
realize our deferred tax assets in the future in excess of its impact on our financial conditions and results of
net recorded amount, an adjustment to the valuation operations.
allowance would likely increase stockholders’ equity as
substantially all of our net operating losses result from Recent Accounting Pronouncements
employee stock option deductions.

In July 2001, the Financial Accounting Standards Board
(‘‘FASB’’) issued SFAS 141, which supercedes Accounting

Accounting for investments in private and publicly-traded securities.
Principles Board (‘‘APB’’) Opinion No. 16, ‘‘BusinessWe hold equity interests in companies, some of which are
Combinations.’’ SFAS 141 requires the purchase methodpublicly traded and have highly volatile share prices. We
of accounting for business combinations initiated afterrecord an investment impairment charge when we believe
June 30, 2001 and eliminates the pooling-of-interestsan investment has experienced a decline in value that is
method. In addition, SFAS 141 establishes specific criteriajudged to be other than temporary. We monitor our
for the recognition of intangible assets separately frominvestments for impairment by considering current factors
goodwill and requires unamortized negative goodwill to beincluding economic environment, market conditions and
written off immediately as an extraordinary gain, insteadthe operational performance and other specific factors
of being deferred and amortized. The provisions ofrelating to the business underlying the investment. Future
SFAS 141 have been adopted as of July 1, 2001. Theadverse changes in these factors could result in losses or
adoption of SFAS 141 has not changed the method ofan inability to recover the carrying value of the invest-
accounting used in previous business combinations initi-ments that may not be reflected in an investment’s current
ated prior to July 1, 2001, including those we accountedcarrying value, thereby possibly requiring an impairment
for under the pooling-of-interests method.charge in the future. We recorded approximately $38 mil-

lion of impairments on the carrying value of equity secu-
In July 2001, the FASB also issued SFAS 142, which is

rities during 2001.
effective for fiscal years beginning after December 15,
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2001. Certain provisions also apply to acquisitions initi- after December 15, 2001. We are evaluating the effect of
ated subsequent to June 30, 2001. SFAS 142 supercedes this statement on our results of operations and financial
APB Opinion No. 17 ‘‘Intangible Assets’’ and requires, position.
among other things, the discontinuance of amortization

Liquidity and Capital Resourcesrelated to goodwill and indefinite lived intangible assets.
These assets will then be subject to an impairment test at In summary our cash flows were (in thousands):
least annually. In addition, the statement includes provi-
sions upon adoption for the reclassification of certain 2001 2000 1999

existing recognized intangibles as goodwill, the identifica-
Cash provided by operating

tion of reporting units for the purpose of assessing poten-
activities 106,850 509,707 204,496

tial future impairments of goodwill, the reassessment of
Cash used in investing activities (207,173) (679,144) (451,495)

the useful lives of existing recognized intangibles, and
Cash provided by financing

reclassification of certain intangibles out of previously
activities 18,290 355,279 284,147

reported goodwill.

We invest excess cash predominantly in debt instruments
We will adopt SFAS 142 effective January 1, 2002, which

that are highly liquid, of high-quality investment grade,
will result, among other items, in no longer amortizing

and predominantly have maturities of less than two years
existing goodwill. At December 31, 2001 and 2000,

with the intent to make such funds readily available for
goodwill approximated $193.0 million and $74.8 million,

operating purposes. As of December 31, 2001, we had
respectively, and goodwill amortization approximated

cash, cash equivalents, and investments in marketable debt
$53.2 million, $19.7 million and $9.8 million for 2001,

securities totaling approximately $1.5 billion compared to
2000 and 1999. We expect that approximately $50 mil-

approximately $1.7 billion and $1.0 billion as of Decem-
lion to $100 million of goodwill will be impaired upon

ber 31, 2000 and 1999, respectively. Restricted cash and
the adoption of SFAS 142 in connection with the transi-

restricted long-term investments amounted to $258.7 mil-
tion impairment tests which are required to be completed

lion and $30.0 million as of December 31, 2001 and
no later than December 31, 2002. The impairment result-

2000.
ing from these transition tests will be recorded as of Janu-
ary 1, 2002 and will be recognized as the cumulative Cash provided by operating activities primarily consists of
effect of a change in accounting principle. We expect to net income (loss) adjusted for certain non-cash items
complete the impairment loss measurement by March 31, including depreciation, amortization, tax benefits from
2002. stock options, net investment losses, restructuring costs

and other non-cash items, and the effect of changes in
In October 2001, the FASB issued Statement of Financial

working capital and other activities. Cash provided by
Accounting Standards No. 144 (‘‘SFAS 144’’), ‘‘Account-

operating activities in 2001 of $106.9 million consisted
ing for the Impairment or Disposal of Long-Lived Assets,’’

primarily of a net loss of $92.8 million adjusted for
which supercedes SFAS 121 and certain provisions of APB

non-cash items of $185.2 million and $14.4 million pro-
Opinion No. 30, ‘‘Reporting Results of Operations –

vided by working capital and other activities. Cash pro-
Reporting the Effects of Disposal of a Segment of a Busi-

vided by operating activities in 2000 of $509.7 million
ness, and Extraordinary, Unusual and Infrequently Occur-

consisted primarily of net income of $70.8 million
ring Events and Transactions.’’ SFAS 144 requires that

adjusted for non-cash items of $386.4 million and
long-lived assets to be disposed of by sale, including dis-

$52.5 million provided by working capital and other
continued operations, be measured at the lower of carry-

activities. Cash provided by operating activities in 1999 of
ing amount or fair value less cost to sell, whether reported

$204.5 million consisted primarily of net income of
in continuing operations or in discontinued operations.

$47.8 million adjusted for non-cash items of $98.8 mil-
SFAS 144 also broadens the reporting requirements of dis-

lion and $57.9 million provided by working capital and
continued operations to include all components of an

other activities.
entity that have operations and cash flows that can be
clearly distinguished, operationally and for financial Cash used in investing activities in 2001 of $207.2 mil-
reporting purposes, from the rest of the entity. The provi- lion was primarily attributable to proceeds from sales and
sions of SFAS 144 are effective for fiscal years beginning
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maturities (net of purchases) of investments in marketable the facility’s other participants. These amounts have been
securities during the year of $128.5 million, the classified as restricted long-term investments at Decem-
$30.0 million release of collateralized amounts, offset by ber 31, 2001. Rent obligations for the complex bear a
an increase in restricted investments related to our leased direct relationship to the lessor’s carrying costs of
facilities of $258.7 million, capital expenditures totaling $258.4 million. The lease provides us with the option at
$86.2 million and cash used in acquisitions and purchases the end of the lease term in 2006 to (i) acquire the build-
of other investments (net) of $20.8 million. Capital ings for an amount equal to the lessor’s carrying costs;
expenditures have generally been comprised of purchases (ii) re-market the buildings; or (iii) renew the lease for a
of computer hardware, software, server equipment and second, five-year term, upon written consent of the partic-
furniture and fixtures, and are currently expected to mod- ipating parties. We have guaranteed the residual value
estly decrease in 2002 as we further manage discretionary associated with the buildings under the lease to the lessor
spending. For 2000, cash used in investing activities was of approximately 86% of the lessor’s carrying costs.
$679.1 million. Purchases (net of sales and maturities) of

We have entered into various non-cancelable operatinginvestments in marketable securities during the year were
lease agreements for our Sunnyvale headquarters, sales$473.0 million, purchase of restricted investments was
offices throughout the U.S., and our international subsidi-$30.0 million, capital expenditures totaled $94.4 million
aries for original lease periods ranging from 6 months toand cash used in acquisitions and purchases of other
13 years and expiring between 2002 and 2012.investments (net) was $81.7 million. For 1999, cash used

in investing activities was $451.5 million. Purchases (net
In addition, we have entered into various sublease arrange-of sales and maturities) of investments in marketable secu-
ments associated with our excess facilities under the 2001rities, acquisitions, and other investments during the
restructuring programs. Such subleases have termsperiod were $399.1 million and capital expenditures
extending through 2006 and amounts estimated to betotaled $52.4 million.
received have been included in determining the restructur-
ing accrual.Cash provided by financing activities in 2001 of

$18.3 million was primarily due to proceeds from the
Net lease commitments as of December 31, 2001 can beissuance of Common Stock pursuant to stock option exer-
summarized as follows (in millions):cises of $83.9 million, offset by common stock repur-

chases of $60.0 million and other financing activities of
Gross lease Sublease Net lease

$5.6 million. For 2000, cash provided by financing activi- Year Ended December 31, commitments income commitments

ties was $355.3 million, primarily due to proceeds from
2002 $26.3 $ (9.7) $16.6the issuance of Common Stock pursuant to stock option
2003 $26.5 $(10.7) $15.8exercises. For 1999, cash provided by financing activities
2004 $23.9 $(10.2) $13.7was $284.1 million and was primarily due to proceeds
2005 $21.1 $ (9.1) $12.0from the issuance of Common Stock pursuant to stock
2006 $11.9 $ (4.5) $ 7.4option exercises.
Due after 5 years $15.3 $ – $15.3

Operating Leases
We also have an agreement committing to lease two addi-

During 1999, we entered into agreements for the develop- tional buildings adjacent to our headquarters in Sunny-
ment of an office complex in Sunnyvale, California to vale, California. Construction began in the fourth quarter
serve as our headquarters. Construction was completed in of 2001 and the buildings are expected to be ready for
the third quarter of 2001. Upon substantial completion of occupancy in the third quarter of 2003. Upon completion
the construction, we funded the lease facility with depos- of the building construction, we have committed to a
ited funds drawn on the facility by the lessors. The total 15 year lease obligation, with annual lease payments under
amount funded was approximately $258.7 million. the lease of approximately $5.1 million in year one,
Approximately $222.4 million of this amount represents approximately $6.7 million in year two, and with
an investment in the lease facility resulting from our role increases of 3.5% in each of the following years. After
as a participant in the master lease facility. The remaining year one of the lease, we have the right to (i) purchase the
$36.3 million represents collateral for funds provided by buildings for approximately $68.9 million, plus fees,
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(ii) restructure the lease arrangement, or (iii) continue Item 7a. Quantitative and Qualitative Disclosures about
leasing the buildings under the original agreement for the Market Risk
remaining fourteen years. These amounts are not included

We are exposed to the impact of interest rate changes,
in the table above.

foreign currency fluctuations, and changes in the market
values of our investments.Other Commitments

In the ordinary course of business we enter into various Interest Rate Risk. Our exposure to market rate risk for
arrangements with vendors and other business partners changes in interest rates relates primarily to the our invest-
principally for marketing, bandwidth and content arrange- ment portfolio and our lease obligation pertaining to our
ments. There are no material commitments for these headquarter facility in Sunnyvale, CA. We have not used
arrangements extending beyond 2002. derivative financial instruments to hedge our investment

portfolio. We invest excess cash in debt instruments of the
In March 2001, we announced that the Board of Direc- U.S. Government and its agencies, and in high-quality
tors had authorized a repurchase of up to $500 million of corporate issuers and, by policy, limit the amount of
our outstanding shares of Common Stock from time to credit exposure to any one issuer. We protect and preserve
time over the next two years, depending on market condi- invested funds by limiting default, market and reinvest-
tions, share price and other factors. We may utilize equity ment risk.
instrument contracts to facilitate the repurchase of Com-
mon Stock. Pursuant to this repurchase program, we have Investments in both fixed rate and floating rate interest
repurchased a total of 5.4 million shares for approximately earning instruments carries a degree of interest rate risk.
$60.0 million through December 31, 2001 and may con- Fixed rate securities may have their fair market value
tinue to repurchase shares in future periods. adversely impacted due to a rise in interest rates, while

floating rate securities may produce less income than
As discussed in ‘‘Acquisitions’’ above, we acquired HotJobs expected if interest rates fall. Due in part to these factors,
in February 2002. Under the terms of the acquisition, we our future investment income may fall short of expecta-
committed to pay approximately $206.6 million in cash tions due to changes in interest rates or we may suffer
(offset by cash to be acquired of $55.1 million) and issue losses in principal if forced to sell securities which have
approximately 12 million shares of common stock. These declined in market value due to changes in interest rates.
amounts were substantially paid and issued, respectively, in
February 2002. Refer to Note 12 ‘‘Subsequent Event’’ for Rent obligations for our Sunnyvale, California office com-
further discussion of the HotJobs acquisition. plex bear a direct relationship to the lessor’s carrying costs

of $258.4 million. Our rent expense is based on a floating
We have experienced a substantial increase in capital LIBOR interest rate, which is reset periodically and can
expenditures and operating lease arrangements since our be locked in for a maximum of six months. As a result,
inception, which is consistent with our increased staffing our rent expense is subject to fluctuations as the LIBOR
and operational expansion, and we anticipate that this will interest rate changes.
continue in the future as business conditions merit. Addi-
tionally, we will continue to evaluate possible acquisitions Foreign Currency Risk. International revenues from our foreign
of, or investments in businesses, products, and technolo- subsidiaries accounted for approximately 17% of total rev-
gies that are complementary to our business, which may enues during 2001. International sales are made mostly
require the use of cash. Management believes existing cash from our foreign sales subsidiaries in their respective coun-
and investments will be sufficient to meet operating tries and are typically denominated in the local currency
requirements for at least the next twelve months; however, of each country. These subsidiaries also incur most of
we may sell additional equity or debt securities or obtain their expenses in the local currency. Accordingly, all for-
credit facilities to further enhance our liquidity position. eign subsidiaries use the local currency as their functional
The sale of additional securities could result in additional currency.
dilution to our stockholders.

Our international business is subject to risks, including,
but not limited to differing economic conditions, changes
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in political climate, differing tax structures, other regula- $5.5 million as a separate component of stockholders’
tions and restrictions, and foreign exchange rate volatility equity.
when compared to the United States. Accordingly, our

We are exposed to market risk as it relates to changes infuture results could be materially adversely impacted by
the market value of our investments. We invest in equitychanges in these or other factors.
instruments of public companies, certain of which may be

Our exposure to foreign exchange rate fluctuations arises classified as derivatives, for business and strategic purposes
in part from intercompany accounts in which costs and have classified these securities as available-for-sale.
incurred in the United States are charged to our foreign These available-for-sale equity investments, primarily in
sales subsidiaries. These intercompany accounts are typi- Internet and technology companies, are subject to signifi-
cally denominated in the functional currency of the for- cant fluctuations in fair value due to the volatility of the
eign subsidiary. We are also exposed to foreign exchange stock market and the industries in which these companies
rate fluctuations as the financial statements of foreign sub- participate. We have realized gains and losses from both
sidiaries are translated into U.S. dollars in consolidation. the sale of investments, as well as mergers and acquisitions
As exchange rates vary, these results, when translated, may of companies in which we have invested. As of Decem-
vary from expectations and adversely impact overall ber 31, 2001, we had available-for-sale equity investments
expected profitability. The effect of foreign exchange rate with a fair value of $34.8 million and a cost basis of
fluctuations for 2001 was not material. $16.5 million. The net unrealized gains of $18.3 million

have been recorded net of deferred taxes of $7.3 million
Investment Risk. We invest in equity instruments of pri- as a separate component of stockholders’ equity and gains
vately-held companies for business and strategic purposes. on derivatives of $4.6 million have been recorded in other
These investments are included in other long-term assets income on the statement of operations. Our objective in
and are accounted for under the cost method when own- managing exposure to stock market fluctuations is to min-
ership is less than 20% and we do not have the ability to imize the impact of stock market declines to earnings and
exercise significant influence over operations. Since our cash flows. However, continued market volatility, as well
initial investment, certain of these investments in pri- as mergers and acquisitions, have the potential to have a
vately-held companies have become marketable equity material non-cash impact on our operating results in
securities upon the investees completing initial public future periods.
offerings. Such investments, most of which are in the
Internet industry, are subject to significant fluctuations in
fair market value due to the volatility of the stock market,
and are recorded as long-term investments. For these
investments in public and privately-held companies, our
policy is to monitor these investments for impairment by
considering current factors including economic environ-
ment, market conditions and operational performance and
other specific factors relating to the business underlying
the investment, and reductions in carrying value when
necessary.

The primary objective of our investment activities is to
preserve principal while at the same time maximizing
yields without significantly increasing risk. To achieve this
objective, we maintain our portfolio of cash equivalents,
short-term and long-term investments in a variety of secu-
rities, including both government and corporate obliga-
tions and money market funds. As of December 31,
2001, the net unrealized gains of $13.7 million on these
investments have been recorded net of deferred taxes of
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Report of Independent Accountants

To the Board of Directors and Stockholders of Yahoo! Inc.:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material
respects, the financial position of Yahoo! Inc. and its subsidiaries at December 31, 2001 and 2000, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 2001 in conformity
with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial
statement schedule listed in the accompanying index presents fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements. These financial statements and
financial statement schedule are the responsibility of the Company’s management; our responsibility is to express an
opinion on these financial statements and financial statement schedule based on our audits. We conducted our audits of
these statements in accordance with auditing standards generally accepted in the United States of America, which require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

/s/ PricewaterhouseCoopers LLP

San Jose, California
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Consolidated Statements of Operations YAHOO! INC.

(in thousands, except per share amounts)

Years Ended December 31,

2001 2000 1999

Net revenues $ 717,422 $1,110,178 $591,786

Costs and expenses:
Cost of revenues 157,001 149,744 93,181
Sales and marketing 386,944 419,725 223,980
Product development 126,090 117,268 72,368
General and administrative 79,351 74,508 42,441
Amortization of intangibles 64,085 28,328 23,280
Restructuring costs 57,471 – –
Acquisition-related costs 4,750 22,785 88,043

Total costs and expenses 875,692 812,358 543,293

Income (loss) from operations (158,270) 297,820 48,493
Other income (loss), net 77,138 (33,701) 37,672
Minority interests in operations of consolidated subsidiaries (693) (5,298) (2,542)

Income (loss) before income taxes (81,825) 258,821 83,623
Provision for income taxes 10,963 188,045 35,812

Net income (loss) $ (92,788) $ 70,776 $ 47,811

Net income (loss) per share – basic $ (0.16) $ 0.13 $ 0.09

Net income (loss) per share – diluted $ (0.16) $ 0.12 $ 0.08

Shares used in per share calculation – basic 569,724 550,657 516,237

Shares used in per share calculation – diluted 569,724 610,678 599,558

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Balance Sheets YAHOO! INC.

(in thousands, except par value)

December 31,

2001 2000

ASSETS

Current assets:
Cash and cash equivalents $ 372,632 $ 456,877
Restricted cash – 30,000
Short-term investments in marketable securities 553,795 663,353
Accounts receivable, net of allowance of $19,995 and $15,437, respectively 68,648 90,561
Prepaid expenses and other current assets 56,458 50,078

Total current assets 1,051,533 1,290,869

Long-term investments in marketable securities 580,418 625,981
Restricted long-term investments 258,662 –
Property and equipment, net 131,648 109,781
Other assets, net 357,085 242,945

Total assets $2,379,346 $2,269,576

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Accounts payable $ 13,218 $ 26,040
Accrued expenses and other current liabilities 235,897 168,029
Deferred revenue 109,402 117,165

Total current liabilities 358,517 311,234

Other liabilities 23,806 32,115
Minority interests in consolidated subsidiaries 30,006 29,313
Commitments and contingencies (Note 11)
Stockholders’ equity:

Preferred Stock, $0.001 par value; 10,000 shares authorized; none issued or outstanding – –
Common Stock, $0.001 par value; 5,000,000 shares authorized; 575,520 and 561,651

issued and outstanding, respectively 581 562
Additional paid-in capital 2,067,410 1,830,526
Treasury stock (59,988) –
Retained earnings (accumulated deficit) (50,308) 42,480
Accumulated other comprehensive income 9,322 23,346

Total stockholders’ equity 1,967,017 1,896,914

Total liabilities and stockholders’ equity $2,379,346 $2,269,576

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows YAHOO! INC.

(in thousands)

Years Ended December 31,

2001 2000 1999

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) $ (92,788) $ 70,776 $ 47,811
Adjustments to reconcile net income (loss) to net cash provided by

operating activities:
Depreciation and amortization 130,575 69,102 42,661
Tax benefits from stock options 2,003 172,525 32,202
Noncash (gains) losses and impairments from investments 26,074 118,626 –
Minority interests in operations of consolidated subsidiaries 693 5,298 2,542
Noncash restructuring costs 14,791 – –
Purchased in-process research and development – – 10,975
Other non-cash charges 11,089 20,898 10,389
Changes in assets and liabilities:

Accounts receivable, net 27,628 (34,042) (22,274)
Prepaid expenses and other assets (9,003) (26,132) (22,627)
Accounts payable (27,202) 11,699 2,576
Accrued expenses and other liabilities 31,571 74,582 51,096
Deferred revenue (8,581) 26,375 49,145

Net cash provided by operating activities 106,850 509,707 204,496

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisition of property and equipment (86,211) (94,413) (52,426)
Purchases of marketable securities (1,200,623) (1,432,455) (998,309)
Proceeds from sales and maturities of marketable securities 1,329,076 959,418 644,057
Increase in restricted cash and investments, net (228,662) (30,000) –
Acquisitions
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, net of cash acquired, and purchases of other investments (32,263) (84,420) (44,817)
Proceeds from the sales of other investments 11,510 2,726 –

Net cash used in investing activities (207,173) (679,144) (451,495)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of Capital Stock, net 83,875 352,279 281,055
Repurchase of common stock (59,988) – –
Other (5,597) 3,000 3,092

Net cash provided by financing activities 18,290 355,279 284,147

Effect of exchange rate changes on cash and cash equivalents (2,212) (6,101) (248)

Net change in cash and cash equivalents (84,245) 179,741 36,900
Cash and cash equivalents at beginning of year 456,877 277,136 240,236

Cash and cash equivalents at end of year $ 372,632 $ 456,877 $ 277,136

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated Statements of Stockholders’ Equity YAHOO! INC.

(in thousands)

Years Ended December 31,

2001 2000 1999

Common stock
Balance, beginning of year $ 562 $ 534 $ 499
Conversion of preferred to common stock – 2 –
Common stock issued 19 26 35

Balance, end of year 581 562 534

Additional paid-in capital
Balance, beginning of year 1,830,526 1,148,369 747,835
Conversion of preferred to common stock
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– 52,171 –
Common stock issued 225,181 501,719 271,409
Compensation expense on option grants 9,096 20,898 10,389
Tax benefit from stock options 1,159 106,375 118,252
Other 1,448 994 484

Balance, end of year 2,067,410 1,830,526 1,148,369

Treasury stock
Balance, beginning of year – – –
Repurchase of common stock (59,988) – –

Balance, end of year (59,988) – –

Retained earnings (accumulated deficit)
Balance, beginning of year 42,480 (25,842) (72,828)
Net Income (loss) (92,788) 70,776 47,811
Other – (2,454) (825)

Balance, end of year (50,308) 42,480 (25,842)

Accumulated other comprehensive income
Balance, beginning of year 23,346 128,671 855
Net unrealized gains (losses) on securities (10,622) (99,224) 128,064
Foreign currency translation adjustment (3,402) (6,101) (248)

Balance, end of year 9,322 23,346 128,671

Total stockholders’ equity $1,967,017 $1,896,914 $1,251,732

Other comprehensive income (loss)
Net income (loss) $ (92,788) $ 70,776 $ 47,811
Other comprehensive income (loss):

Net unrealized gains (losses) on securities (10,622) (99,224) 128,064
Foreign currency translation adjustment (3,402) (6,101) (248)

Comprehensive income (loss) $ (106,812) $ (34,549) $ 175,627

Number of Shares

Common stock
Balance, beginning of year 561,651 534,419 499,223
Conversion of preferred to common stock – 1,690 –
Common stock issued 19,253 25,542 35,196
Repurchase of common stock (5,384) – –

Balance, end of year 575,520 561,651 534,419

The accompanying notes are an integral part of these consolidated financial statements.



Notes to Consolidated Financial Statements YAHOO! INC.

Note 1 THE COMPANY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

The Company. Yahoo! Inc. (‘‘Yahoo!’’ or the ‘‘Company’’) is a
global Internet business and consumer services company
that offers a comprehensive branded network of properties
and services to millions of worldwide users daily. The
Company, a Delaware corporation, commenced operations
in 1995.

Stock Split. The consolidated financial statements for 2000
and 1999 have been restated to give retroactive recogni-
tion to a February 2000 stock split.

Principles of Consolidation. The consolidated financial state-
ments include the accounts of Yahoo! and its majority-
owned subsidiaries. All significant intercompany accounts
and transactions have been eliminated. Investments in
entities in which the Company can exercise significant
influence, but are less than majority owned and not other-
wise controlled by the Company, are accounted for under
the equity method.

Reclassifications. Certain prior years’ balances have been
reclassified to conform to the current year’s presentation.

Revenue Recognition. The Company’s revenues are derived
principally from services, which include marketing ser-
vices, fees and listings, and transactions.

Marketing services revenues are primarily generated from
the sale of banner and sponsorship advertisements. Banner
advertising agreements typically range from one week to
three years. Sponsorship advertising agreements have
longer terms, ranging from three months to five years,
and often involve multiple element arrangements. Banner
and sponsorship advertisement revenues are recognized as
‘‘impressions’’ are delivered or ratably over the contract
period, where applicable, and
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Periodically, the Company engages in barter transactions
for marketing services. Barter revenue is recognized over
the periods in which the Company completes its obliga-
tions under the arrangement. Prior to January 2000, bar-
ter transactions were recorded at the fair value of the
goods or services provided or received, whichever was
more readily determinable in the circumstances. In Janu-
ary 2000, the Company adopted Emerging Issues Task
Force Issue No. 99-17 (‘‘EITF 99-17’’), ‘‘Accounting for
Advertising Barter Transactions,’’ which requires advertis-
ing barter transactions to be valued based on similar cash
transactions that have occurred within six months prior to
the barter transaction. Barter revenues represented 7%,
7%, and 8% of total revenues for 2001, 2000 and 1999.
During 2001, the Company delivered approximately
1.6 billion impressions under barter arrangements where
fair value was not determinable under EITF 99-17 and,
accordingly, revenue was not recognized.

Fees and listings revenues consist of revenues generated
from a variety of consumer and business fee and listings-
based services, including Small Business Services, Yahoo!
Portal Solutions (formerly known as Corporate Yahoo!),
broadcasting live and on-demand events and certain
Search and Directory services. With the exception of
Yahoo! Portal Solutions, revenues are recognized in the
month in which the services are performed, provided that
no significant Company obligations remain and collection
of the resulting receivable is reasonably assured. Revenues
from Yahoo! Portal Solutions consist of software license
arrangements and are recognized upon delivery of the
software in accordance with Statement of Position
No. 97-2, ‘‘Software Revenue Recognition’’ and Statement
of Position 98-9, ‘‘Modification of SOP No. 97-2 with
Respect to Certain Transactions.’’ Platform and mainte-
nance revenues for Yahoo! Portal Solutions are recognized
on a straight-line basis over the term of the contract.
Software license revenues have represented less than 10%

 when collection of the
of total net revenues for 2001, 2000 and 1999.

resulting receivable is reasonably assured. ‘‘Impressions’’ are
defined as the number of times that an advertisement Transactions revenues include service fees for facilitating
appears in pages viewed by users of the Company’s online transactions through the Yahoo! network, principally from
properties. The Company recognizes revenue on these our commerce properties. Transactions revenues are recog-
arrangements in accordance with Securities and Exchange nized upon notification from the customer that qualifying
Commission Staff Accounting Bulletin No. 101 (‘‘SAB
101’’), ‘‘Revenue Recognition in Financial Statements.’’
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transactions have occurred and collection of the resulting greater than twelve months from the balance sheet date
receivable is reasonably assured. are considered long-term investments.

Deferred revenue primarily comprises contractual billings The Company’s marketable securities are classified as avail-
in excess of recognized revenue and payments received in able-for-sale and are reported at fair value, with unrealized
advance of revenue recognition. gains and losses, net of tax, recorded in stockholders’

equity. Realized gains or losses and declines in value
Product Development. Product development costs consist pri- judged to be other than temporary, if any, on avail-
marily of payroll and related expenses incurred for able-for-sale securities are reported in other income or
enhancements to and maintenance of the Company’s net- loss. As of December 31, 2001 and 2000, the Company
work, classification and organization of listings within recorded unrealized gains on its marketable debt and
Yahoo! properties, research and development expenses, equity securities of approximately $32.1 million and
amortization of capitalized Web site development costs, $49.8 million net of tax of $12.8 million and $19.9 mil-
and other operating costs. lion, respectively.

Internal Use Software Costs. The Company has capitalized cer- The Company has investments in equity instruments of
tain internal use software and Web site development costs privately-held companies. These investments are included
totaling $8.6 million and $3.5 million during 2001 and in other long-term assets and are generally accounted for
2000, respectively. The estimated useful life of costs capi- under the cost method as the Company does not have the
talized is evaluated for each specific project and ranges ability to exercise significant influence over operations.
from one to three years. During 2001, 2000 and 1999, The Company monitors its investments for impairment
the amortization of capitalized costs totaled $4.7 million, by considering current factors including economic envi-
$1.7 million and $0.7 million. ronment, market conditions and operational performance

and other specific factors relating to the business underly-
Advertising Costs. Advertising production costs are recorded ing the investment, and records reductions in carrying val-
as expense the first time an advertisement appears. All ues when necessary.
other advertising costs are expensed as incurred. Advertis-
ing expense totaled approximately $113.5 million, The Company accounts for derivatives under Statement of
$174.8 million, and $85.0 million for 2001, 2000, and Financial Accounting Standards No. 133 (‘‘SFAS 133’’),
1999. ‘‘Accounting for Derivative Instruments and Hedging

Activities.’’ SFAS 133 establishes methods of accounting
Benefit Plan. The Company maintains a 401(k) Profit Shar- for derivative financial instruments and hedging activities
ing Plan (the ‘‘Plan’’) for its full-time employees. Each related to those instruments as well as other hedging activ-
participant in the Plan may elect to contribute from 1% ities. During 2001, the Company recorded in other
to 17% of his or her annual compensation to the Plan. income, gains on derivatives of approximately $4.6 mil-
The Company matches employee contributions at a rate lion, related to equity instruments of other companies.
of 25%. Employee contributions are fully vested, whereas
vesting in matching Company contributions occurs at a Concentration of Risk. Financial instruments that potentially
rate of 33.3% per year of employment. During 2001, subject the Company to significant concentration of credit
2000, and 1999, the Company’s contributions amounted risk consist primarily of cash, cash equivalents, invest-
to $2.8 million, $2.4 million, and $1.5 million. ments, and accounts receivable. Substantially all of the

Company’s cash, cash equivalents, and investments are
Cash and Cash Equivalents, Short and Long-Term Investments. The managed by five financial institutions. Accounts receivable
Company invests its excess cash in debt instruments of are typically unsecured and are derived from revenues
the U.S. Government and its agencies, and in high-quality earned from customers primarily located in the United
corporate issuers. All highly liquid investments with an States. The Company performs ongoing credit evaluations
original maturity of three months or less are considered of its customers and maintains allowances for potential
cash equivalents. Investments with maturities of less than credit losses. Historically, such losses have been within
twelve months from the balance sheet date are considered management’s expectations. As of December 31, 2001 and
short-term investments. Investments with maturities
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2000, no one customer accounted for 10% or more of number of common shares outstanding during the period.
the accounts receivable balance. Diluted net income (loss) per share is computed using the

weighted average number of common and, if dilutive,
Depreciation and Amortization. Property and equipment are potential common shares outstanding during the period.
stated at cost and depreciated using the straight-line Potential common shares consist of the incremental com-
method over the estimated useful lives of the assets, gener- mon shares issuable upon conversion of convertible pre-
ally two to five years. Goodwill and other intangible assets ferred stock (using the if-converted method) and shares
are included in other assets and are carried at cost less issuable upon the exercise of stock options and warrants
accumulated amortization, which is being provided on a (using the treasury stock method). For 2001, potential
straight-line basis over the economic lives of the respective common shares of approximately 26.8 million shares were
assets, generally three to ten years. The Company periodi- not included in the computation because they were
cally evaluates the recoverability of its long-lived assets antidilutive. For 2000 and 1999, potential common shares
based on expected undiscounted cash flows. In accordance related to shares issuable upon the exercise of stock
with Statement of Financial Accounting Standards options and warrants approximated 60.0 million and
No. 142 (‘‘SFAS 142’’), ‘‘Goodwill and Other Intangible 83.3 million shares, respectively. Net income (loss) for
Assets,’’ goodwill of $16.3 million acquired in acquisitions 1999 was adjusted to reflect accretion related to
subsequent to July 1, 2001 is not subject to amortization. mandatorily redeemable convertible preferred stock in the
See Note 1 – ’’Recent Accounting Pronouncements’’ for amount of $0.3 million in computing basic and diluted
the effect of goodwill amortization in future periods. net loss per share.

Income Taxes. Deferred income taxes are determined based Use of Estimates. The preparation of consolidated financial
on the differences between the financial reporting and tax statements in conformity with generally accepted account-
bases of assets and liabilities and are measured using the ing principles requires management to make estimates and
currently enacted tax rates and laws. A valuation allowance assumptions that affect the reported amounts of assets and
is provided for the amount of deferred tax assets that, liabilities, disclosure of contingent assets and liabilities at
based on available evidence, are not expected to be the date of the financial statements, and the reported
realized. amounts of revenues and expenses during the reported

period. On an on-going basis, the Company evaluates its
Stock-Based Compensation. The Company measures compensa- estimates, including those related to uncollectible receiv-
tion expense for its stock-based employee compensation ables, investment values, intangible assets, income taxes,
plans using the intrinsic value method and has provided restructuring costs and contingencies. The Company bases
the pro forma disclosure of the effect on net income (loss) its estimates on historical experience and on various other
and net income (loss) per share as if the fair value based assumptions that are believed to be reasonable under the
method had been applied in measuring stock compensa- circumstances, the results of which form the basis for
tion expense. making judgments about the carrying values of assets and

liabilities that are not readily apparent from other sources.
Foreign Currency. The functional currency of the Company’s Actual results may differ from these estimates under dif-
international subsidiaries is the local currency. The finan- ferent assumptions or conditions.
cial statements of these subsidiaries are translated to
United States dollars using period-end rates of exchange Comprehensive Income. Comprehensive income as defined
for assets and liabilities, and average rates of exchange for includes all changes in equity (net assets) during a period
the year for revenues and expenses. Translation gains from non-owner sources. Accumulated other comprehen-
(losses) are recorded in accumulated other comprehensive sive income, as presented on the accompanying consoli-
income as a component of stockholders’ equity. Net gains dated balance sheets, consists of the net unrealized gains
and losses resulting from foreign exchange transactions are on available-for-sale securities, net of tax, and the cumula-
included in other income (loss), net and were not signifi- tive foreign currency translation adjustment.
cant during the periods presented.

Recent Accounting Pronouncements. In July 2001, the Financial
Basic and Diluted Net Income (Loss) per Share. Basic net income Accounting Standards Board (‘‘FASB’’) issued Statement of
(loss) per share is computed using the weighted average Financial Accounting Standards No. 141 (‘‘SFAS 141’’),



45

‘‘Business Combinations’’ which supercedes Accounting expects to complete the impairment loss measurement by
Principles Board Opinion No. 16, ‘‘Business Combina- March 31, 2002.
tions.’’ SFAS 141 requires the purchase method of

In October 2001, the FASB issued Statement of Financialaccounting for business combinations initiated after
Accounting Standards No. 144 (‘‘SFAS 144’’), ‘‘Account-June 30, 2001 and eliminates the pooling-of-interests
ing for the Impairment or Disposal of Long-Lived Assets,’’method. In addition, SFAS 141 establishes specific criteria
which supercedes Statement of Financial Accounting Stan-for the recognition of intangible assets separately from
dards No. 121 (‘‘SFAS 121’’), ‘‘Accounting for the Impair-goodwill and requires unamortized negative goodwill to be
ment of Long-Lived Assets and for Long-Lived Assets towritten off immediately as an extraordinary gain, instead
be Disposed Of ’’ and certain provisions of APB Opinionof being deferred and amortized. The provisions of
No. 30, ‘‘Reporting Results of Operations – Reporting theSFAS 141 have been adopted as of July 1, 2001. The
Effects of Disposal of a Segment of a Business, andadoption of SFAS 141 has not changed the method of
Extraordinary, Unusual and Infrequently Occurring Eventsaccounting used in previous business combinations initi-
and Transactions.’’ SFAS 144 requires that long-livedated prior to July 1, 2001, including those the Company
assets to be disposed of by sale, including discontinuedaccounted for under the pooling-of-interests method.
operations, be measured at the lower of carrying amount

In July 2001, the FASB also issued Statement of Financial or fair value less cost to sell, whether reported in continu-
Accounting Standards No. 142 (‘‘SFAS 142’’), ‘‘Goodwill ing operations or in discontinued operations. SFAS 144
and Other Intangible Assets,’’ which is effective for fiscal also broadens the reporting requirements of discontinued
years beginning after December 15, 2001. Certain provi- operations to include all components of an entity that
sions also apply to acquisitions initiated subsequent to have operations and cash flows that can be clearly distin-
June 30, 2001. SFAS 142 supercedes APB Opinion guished, operationally and for financial reporting pur-
No. 17 ‘‘Intangible Assets’’ and requires, among other poses, from the rest of the entity. The provisions of
things, the discontinuance of amortization related to SFAS 144 are effective for fiscal years beginning after
goodwill and indefinite lived intangible assets. These assets December 15, 2001. Management is evaluating the effect
will then be subject to an impairment test at least annu- of this statement on the Company’s results of operations
ally. In addition, the statement includes provisions upon and financial position.
adoption for the reclassification of certain existing recog-
nized intangibles as goodwill, the identification of report-
ing units for the purpose of assessing potential future
impairments of goodwill, the reassessment of the useful
lives of existing recognized intangibles and reclassification
of certain intangibles out of previously reported goodwill.

The Company will adopt SFAS 142 effective January 1,
2002, which will result, among other items, in the Com-
pany no longer amortizing its existing goodwill. At
December 31, 2001 and 2000, goodwill approximated
$193.0 million and $74.8 million, respectively, and good-
will amortization approximated $53.2 million, $19.7 mil-
lion and $9.8 million for 2001, 2000 and 1999. The
Company expects that approximately $50 million to
$100 million of its goodwill will be impaired upon the
adoption of SFAS 142 in connection with the transition
impairment tests which are required to be completed no
later than December 31, 2002. The impairment resulting
from these transition tests will be recorded as of Janu-
ary 1, 2002 and will be recognized as the cumulative
effect of a change in accounting principle. The Company



46

Note 2 BALANCE SHEET COMPONENTS Note 3 INVESTMENTS
(IN THOUSANDS) The following tables summarize the Company’s invest-

ments in available-for-sale securities (in thousands):
December 31,

2001 2000 December 31, 2001

Gross Gross GrossProperty and equipment:
Amortized Unrealized Unrealized Estimated

Computers and equipment $ 177,867 $128,869 Costs Gains Losses Fair Value

Furniture and fixtures 31,875 25,089
U.S. GovernmentLeasehold improvements 40,287 27,517

and agencies $ 232,241 $ 1,064 $ (349) $ 232,956
250,029 181,475 Municipal bonds 53,355 – – 53,355

Less: accumulated Corporate debt
depreciation (118,381) (71,694) securities 800,063 14,771 (1,784) 813,050

$ 131,648 $109,781 Corporate equity

securities 16,504 18,528 (180) 34,852Other assets, net:
Goodwill $ 192,987 $ 74,750 $1,102,163 $34,363 $(2,313) $1,134,213

Intangible assets 21,932 3,227
Investment in Yahoo! Japan 79,431 77,703 December 31, 2000
Investments in privately-held Gross Gross Gross

Amortized Unrealized Unrealized Estimatedcompanies 48,855 69,500
Costs Gains Losses Fair ValueOther 13,880 17,765

U.S. Government$ 357,085 $242,945
and agencies $ 269,502 $ 1,319 $ – $ 270,821

Accrued expenses and other
Municipal bonds 58,852 289 – 59,141

current liabilities:
Corporate debt

Accrued compensation and
securities 867,469 4,358 – 871,827

related expenses $ 38,045 $ 25,652
Corporate equity

Accrued content, connect, and
securities 43,758 44,661 (874) 87,545

other costs 48,277 42,532
$1,239,581 $50,627 $(874) $1,289,334Accrued sales and marketing

related expenses 36,972 31,020
Accrued professional service The contractual maturities of available-for-sale debt securi-

expenses 17,763 12,626 ties are as follows (in thousands):
Accrued restructuring costs 29,500 –

December 31,Accrued acquisition costs 28,828 15,452
2001 2000Accrued income taxes payable 12,943 17,820

Other 23,569 22,927 Due within one year $ 553,795 $ 663,353
$ 235,897 $168,029 Due after one year through

five years 545,566 538,436

$1,099,361 $1,201,789

During 2001 and 2000, the Company recorded impair-
ment charges of $38.0 million and $163.2 million, respec-
tively, related to declines in values of equity securities
judged to be other than temporary.



Note 4 RELATED PARTY TRANSACTIONS

At December 31, 2001, SOFTBANK, including its con-
solidated affiliates (‘‘SOFTBANK’’), was a significant
stockholder, holding approximately 20% of the then out-
standing Common Stock. In addition, we have joint ven-
tures with SOFTBANK in France, Germany, Japan, Korea
and the United Kingdom. 
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values at the date of acquisition. See Note 1 – ’’Recent
Accounting Pronouncements’’ for the effect of goodwill
amortization in future periods. At December 31, 2001,
the Company recorded $23.6 million of additional good-
will, which was included in the above purchase price, as
Kimo.com achieved certain performance-based milestones.
As of December 31, 2001, this amount was included inA Managing Partner of a
accrued expenses and other current liabilities and was sub-SOFTBANK affiliate is also a member of our Board of
sequently paid.Directors. As a result, SOFTBANK is able to significantly

influence all matters requiring Yahoo! stockholder Log-Me-On, founded in 1998, was a development stage
approval. See Note 6 – ‘‘Joint Ventures’’ for further infor- entity with limited operations, no revenues, and four
mation related to transactions involving SOFTBANK. developers. As of the acquisition date, the Company’s

efforts had been focused solely on developing a browserDuring 2001, 2000, and 1999, the Company recognized
technology that was approximately 30% complete andnet revenues of approximately $9.3 million, $6.8 million,
there was no other technology developed or in process atand $6.8 million, respectively, on advertising and other
such date. Approximately $9.8 million of the purchasearrangements with SOFTBANK. Management believes
price was allocated to in-process research and develop-that prices on these contracts were comparable to those
ment. This in-process research and development had notgiven to other similarly situated customers of the
reached technological feasibility and had no alternativeCompany.
future use.

Note 5 ACQUISITIONS
Results of operations for the entities acquired in 2001,

Purchase Combinations. The following table summarizes the
accounted for under the purchase method of accounting,

acquisitions completed during 2001, 2000 and 1999 that
for periods prior to the acquisition were not material to

were accounted for under the purchase method of
the Company on either an individual or aggregate basis,

accounting (in millions):
and accordingly, pro forma results of operations have not

In-Process Goodwill been presented.
Purchase Research and and Other

Price Development Intangibles
Poolings of Interests Combinations. There were no acquisitions
during 2001 that were accounted for as poolings of inter-2001
ests. The following table summarizes the acquisitions com-Kimo.com $157.4 $ – $153.9
pleted during 2000 and 1999 that were accounted for asOther acquisitions $ 31.9 $ – $ 38.1
poolings of interests (shares issued in thousands):2000

VivaSmart, Inc. $ 8.9 $ – $ 7.7
Shares

1999 Acquisition Date Issued

Log-Me-On.com LLC $ 9.9 $9.8 $ 0.1
eGroups, Inc. August 31, 2000 3,425

Yahoo! Canada $ 18.0 $ – $ 18.0
Arthas.com February 29, 2000 594

Innovative Systems
broadcast.com inc. July 20, 1999 57,294

Services Group, Inc. $ 14.1 $1.2 $ 12.1
Online Anywhere May 28, 1999 906
GeoCities May 28, 1999 43,281In January 2001, the Company completed the acquisition
Encompass, Inc. May 26, 1999 1,390of Kimo.com, a Taiwanese Internet communications and

media company, through the issuance of approximately
For the year ended December 31, 2001, acquisition-

2.2 million shares of Yahoo! Common Stock for a total
related charges totaled $4.8 million related to incremental

purchase price of $157.4 million. The purchase price was
costs associated with the final settlement of a facilities

allocated to the assets acquired, principally goodwill and
lease termination related to the August 2000 acquisition

other intangibles of $153.9 million, which are being
of eGroups. For the year ended December 31, 2000,

amortized on a straight-line basis between two to four
acquisition-related charges totaled $22.8 million related to

years, and liabilities assumed based on their estimated fair
the acquisitions of Arthas.com and eGroups, which
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included contracts and facilities termination expenses, Japan Corporation (‘‘Yahoo! Japan’’) was formed to estab-
write-offs of certain related fixed assets and leasehold lish and manage in Japan a Japanese version of the Yahoo!
improvements, professional services, severance costs associ- Internet Guide, develop related Japanese online naviga-
ated with the termination of certain employees with tional services, and conduct other related business. The
redundant job functions, and various registration and fil- investment in Yahoo! Japan is being accounted for using
ing fees. For 1999, acquisition-related charges for acquisi- the equity method. As of December 31, 2001, the carry-
tions accounted for as poolings of interests totaled ing value of the investment was $79.4 million and is
$77.1 million and included investment banking, financial recorded in other assets. The fair value of the Company’s
and legal advisory services, severance and contract termi- 34% ownership in Yahoo! Japan, based on the quoted
nation costs related to the mergers. These costs were pri- trading price, was approximately $1.2 billion as of
marily attributable to the GeoCities and broadcast.com December 31, 2001.
acquisition-related charges of $55.0 million and

During 2001 and 2000, Yahoo! Japan acquired the Com-$20.0 million, respectively. As of December 31, 2001, the
pany’s equity interests in certain entities in Japan for totalacquisition costs related to these transactions have been
consideration of $8.9 million and $56.3 million, respec-substantially paid.
tively. The 2001 acquisition was paid in cash and the

The consolidated financial statements for the three years 2000 acquisition was paid in shares of Yahoo! Japan Com-
ended December 31, 2001 and the accompanying notes mon Stock. As a result of the 2000 acquisition, the Com-
reflect the Company’s financial position and the results of pany increased its investment in Yahoo! Japan, which
operations as if the acquired entities were wholly-owned resulted in approximately $41 million of goodwill to be
subsidiaries of the Company since inception, with the amortized over seven years. See Note 1 – ‘‘Recent
exception of Arthas.com whose historical operations were Accounting Pronouncements’’ for the effect of goodwill
not material to the Company’s financial position, results amortization in future periods. During the year ended
of operations or cash flows. December 31, 2001 and 2000, the Company recorded

gains in other income of approximately $5.2 million and
Net revenues and net income of Yahoo! and the acquired $41 million, respectively, from these transactions.
companies, prior to their acquisitions by Yahoo!, are as
follows (in thousands): During the year ended December 31, 2001, the results of

Years Ended December 31, Yahoo! Japan became significant to the overall results of
2001 2000 1999 the Company. The Company records its share of the

results of Yahoo! Japan one quarter in arrears within otherNet revenues:
income (loss), net. The following table presents Yahoo!Yahoo! $717,422 $1,104,921 $543,732
Japan’s condensed financial information, as derived frombroadcast.com – – 28,748
the Yahoo! Japan financial statements for the twelveGeoCities – – 12,984
months ended September 30, 2001 (in thousands):eGroups – 5,257 3,178

Others – – 3,144
2001

$717,422 $1,110,178 $591,786
Operating data:

Net income (loss): Net revenues $165,206
Yahoo! $ (92,788) $ 93,156 $ 86,766 Gross profit 146,707
broadcast.com – – (7,617) Income from operations 59,731
GeoCities – – (17,249) Net income 34,258
eGroups – (22,380) (13,322) Balance sheet data:
Others – – (767) Current assets $ 83,832

Noncurrent assets 123,202$ (92,788) $ 70,776 $ 47,811
Current liabilities 48,645
Noncurrent liabilities 18,142Note 6 JOINT VENTURES

Yahoo! Japan. During April 1996, the Company signed a
joint venture agreement with SOFTBANK whereby Yahoo



49

There were no differences between United States and Jap- units, and geographic regions. The worldwide workforce
anese generally accepted accounting principles that materi- reductions in April and December 2001 were substantially
ally impacted the amounts reflected in the Company’s completed within 2001. The Company recorded a
financial statements. workforce reduction charge of $15.1 million in 2001

relating primarily to severance and fringe benefits.
Yahoo! Europe. On November 1, 1996, the Company signed
a joint venture agreement with a subsidiary of Consolidation of Excess Facilities and Other Charges. The Com-
SOFTBANK whereby separate companies were formed in pany recorded a restructuring charge of $42.3 million in
Germany, the United Kingdom, and France (‘‘Yahoo! 2001 relating to the consolidation of excess facilities and
Europe’’) to establish and manage versions of the Yahoo! other charges. Of this charge, approximately $31.1 million
Internet Guide for those countries, develop related online was primarily for excess facilities relating to lease termina-
navigational services, and conduct other related business. tions and non-cancelable lease costs. This estimate is
The parties have invested a total of $6.0 million in pro- based on current comparable rates for leases in the respec-
portion to their respective equity interests as of Decem- tive markets. If facilities rental rates continue to decrease
ber 31, 2001. The Company has a majority share of in these markets or if it takes longer than expected to
approximately 70% in each of the Yahoo! Europe entities, sublease these facilities, the actual loss could exceed this
and therefore, has consolidated their financial results. estimate. Property and equipment that was disposed of or

removed from operations resulted in a net charge of
Yahoo! Korea. During August 1997, the Company signed a $9.4 million and consisted primarily of furniture and fix-
joint venture agreement with SOFTBANK and other tures, servers, leasehold improvements, and computer
SOFTBANK affiliated companies whereby Yahoo! Korea equipment. The Company also recorded other restructur-
was formed to develop and operate a Korean version of ing costs of $1.8 million relating primarily to payments
the Yahoo! Internet Guide, develop related Korean online for professional fees incurred with the restructuring
navigational services, and conduct other related business. program.
The parties originally invested a total of $1.0 million in
proportion to their respective equity interests. During A summary of the restructuring costs is as follows (in
March 2000, the Company invested an additional thousands):
$61 million in Yahoo! Korea. As a result, the Company

Restructuringrecorded goodwill of $20.2 million, which is being amor- Accrual at
tized over seven years. See Note 1 – ‘‘Recent Accounting Total Noncash Cash December 31,

Charge Charges Payments 2001Pronouncements’’ for the effect of goodwill amortization
in future periods. The Company has a majority share of Workforce
approximately 67% in the joint venture, and therefore, reduction $15,137 $ (5,411) $ (5,901) $ 3,825
has consolidated its financial results. Consolidation of

excess facilities
Note 7 RESTRUCTURING COSTS and other

charges 42,334 (9,380) (7,279) 25,675In April and December 2001, the Company announced
restructuring programs to balance its investment in growth Total $57,471 $(14,791) $(13,180) $29,500
areas with the desire to modify its near-term business plan
to reflect the current economic and capital market slow-

The restructuring accrual is included on the balance sheet
down. These restructuring programs included worldwide

in accrued expenses and other current liabilities. The
workforce reductions, consolidation of excess facilities and

accrual related to the workforce reduction has been sub-
other charges. As a result of these restructuring programs,

stantially paid subsequent to December 31, 2001.
the Company recorded restructuring costs of $57.5 mil-

Amounts related to the net lease expense due to the con-
lion classified as operating expenses in 2001.

solidation of facilities will be paid over the respective lease
terms through December 2012.

Worldwide Workforce Reduction. The restructuring programs
resulted in a workforce reduction of approximately 650
employees across certain business functions, operating
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grants, with 25% of such options vesting on the one-yearNote 8 STOCKHOLDERS’ EQUITY
anniversary of the date of grant, with the remaining

Mandatorily Redeemable Convertible Preferred Stock. Prior to the
options to vest in equal monthly installments over the

merger with Yahoo!, eGroups and GeoCities had
36-month period thereafter. The Directors’ Plan was

mandatorily redeemable convertible preferred stock out-
amended in November 2001 to increase the initial grant

standing. The Company has recorded accretion on the
for an outside Director appointed on or after Novem-

preferred stock through the date of the GeoCities initial
ber 13, 2001 from 50,000 to 100,000 shares.

public offering, at which time the GeoCities preferred
stock converted to common stock, and through Decem- Activity under the Company’s stock option plans is sum-
ber 1999, at which time the redemption feature on the marized as follows (in thousands, except per share
eGroups preferred stock was waived. amounts):

Stockholder Rights Plan. In March 2001, the Company Available Weighted
for Options Average Priceadopted a Stockholder Rights Plan. Under the plan,

Grant Outstanding per Share
Rights were distributed as a dividend at the rate of one

Balance atRight for each share of Common Stock held by stock-
December 31, 1998 26,154 129,274 $10.60holders of record as of the close of business on March 20,

Additional shares2001. The Rights Plan was not adopted in response to
reserved 80,255 – –any effort to acquire control of the Company. The Rights

Options granted (38,040) 38,040 80.76will expire on March 1, 2011.
Options exercised – (33,732) 6.91

Stock Repurchase Program. In March 2001, the Company Options canceled 8,724 (8,792) 11.09
announced that its Board of Directors had authorized the Options forfeited (7,340) – –
Company to repurchase up to $500 million of its out- Balance at
standing shares of Common Stock from time to time over December 31, 1999 69,753 124,790 32.40
the next two years, depending on market conditions, share Options granted (27,176) 27,176 102.42
price and other factors. As of December 31, 2001, the Options exercised – (23,795) 14.36
Company had repurchased 5,384,423 shares of Common Options canceled 9,846 (9,846) 63.93
Stock at an average of $11.14 per share for a total Options forfeited (1,723) – –
amount of approximately $60.0 million. Of the shares

Balance atrepurchased, 4,959,423 shares were purchased from
December 31, 2000 50,700 118,325 49.83SOFTBANK at $11.09 per share.

Options granted (60,261) 60,261 18.60
Options exercised – (15,317) 3.82Stock Option Plans. The Company’s 1995 Stock Option Plan
Options canceled 26,312 (26,312) 60.45and stock option plans assumed through acquisitions are
Options forfeited (1,792) – –collectively referred to as ‘‘the Plans.’’
Balance at

The Plans allow for the issuance of incentive stock December 31, 2001 14,959 136,957 $39.22
options, non-statutory stock options, and stock purchase
rights to purchase a maximum of 275 million shares of
the Company’s Common Stock. Options are generally
granted for a term of ten years and generally vest over a
four year period.

The 1996 Directors’ Stock Option Plan (the ‘‘Directors’
Plan’’) provides for the issuance of up to 2.4 million
non-statutory stock options to non-employee directors of
the Company. Options under the Directors’ Plan vest in
equal monthly installments over four years for initial
grants to new directors, and over four years for annual



The following table summarizes information concerning outstanding and exercisable options as of December 31, 2001 (in
thousands, except 
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years and per share amounts):

Options outstanding Options exercisable

Average Remaining
Range of Number Contractual Life Weighted Average Number Weighted Average

Exercise Prices Outstanding (in years) Exercise Price Exercisable Exercise Price

Less than $0.01 7,935 3.6 $ 0.00 7,935 $ 0.00
$0.02 - $0.58 5,492 4.1 0.39 5,475 0.39
$0.63 - $2.20 3,005 4.9 1.47 2,702 1.41
$2.22 - $6.73 5,365 5.8 5.44 5,002 5.57
$6.97 - $9.24 26,614 9.5 9.13 2,447 8.06
$9.83 - $14.57 6,006 8.3 12.35 2,089 13.08
$14.74 - $49.50 38,677 8.4 27.83 17,306 31.47
$50.26 - $71.91 22,744 8.2 65.18 9,672 67.11
$73.14 - $198.69 21,119 8.0 116.46 10,100 114.35

136,957 7.9 $ 39.22 62,728 $ 38.73

Options to purchase approximately 50.0 million shares of the Common Stock purchased under the Purchase Plan
and 40.0 million shares were exercisable as of Decem- for offering periods on or subsequent to July 1, 2001 will
ber 31, 2000 and 1999, respectively. The weighted average be equal to 85% of the lower of the fair market value of
exercise prices per share for options exercisable as of the Common Stock on the commencement date of each
December 31, 2000 and 1999 were $23.25 and $6.49, 24-month offering period or the specified purchase date.
respectively. During 2001, 645,000 shares were purchased at prices

from $9.25 to $16.99 per share. During 2000, 199,000
The Company and certain acquired entities have recorded shares were purchased at prices from $25.61 to $105.30
compensation expense related to certain stock options per share. During 1999, 96,000 shares were purchased at
issued with exercise prices below the fair market value of prices from $52.70 to $75.33 per share. As of Decem-
the related common stock. The Company recorded com- ber 31, 2001, 5.3 million shares were available under the
pensation expense in the amount of $9.1 million, Purchase Plan for future issuance.
$20.9 million, and $10.4 million in 2001, 2000, and
1999, respectively. As of December 31, 2001, approxi- Stock Compensation. The Company measures compensation
mately $3.3 million remains to be amortized over the expense for its stock-based employee compensation plans
remaining vesting periods of the options. using the intrinsic value method. If the fair value based

method had been applied in measuring stock compensa-
Employee Stock Purchase Plan. The Company has an Employee tion expense, the pro forma effect on net income (loss)
Stock Purchase Plan (the ‘‘Purchase Plan’’), which provides and net income (loss) per share would have been as fol-
for the issuance of a maximum of 7.6 million shares of lows (in thousands, except per share amounts):
Common Stock. In February 2001, the Company
amended the Purchase Plan to allow, among other things, Years Ended December 31,

a 24-month offering period beginning with the July 1, 2001 2000 1999

2001 offering period. Eligible employees can have up to Net income (loss)
15% of their earnings withheld, up to certain maximums, As reported $ (92,788) $ 70,776 $ 47,811
to be used to purchase shares of the Company’s Common Pro forma $(983,195) $(1,264,987) $(269,563)

Stock at certain plan-defined dates. The price of the Net income (loss) per share:
Common Stock purchased under the Purchase Plan for As reported – basic $ (0.16) $ 0.13 $ 0.09
offering periods prior to July 1, 2001 will be equal to Pro forma – basic (1.73) (2.30) (0.52)

As reported – diluted (0.16) 0.12 0.0885% of the lower of the fair market value of the Com-
Pro forma – diluted $ (1.73) $ (2.30) $ (0.52)mon Stock on the commencement date of each six-month

offering period or the specified purchase date. The price
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Because additional stock options are expected to be Summarized information by segment for 2001, 2000, and
granted each year, the pro forma disclosures are not repre- 1999, as excerpted from the internal management reports,
sentative of pro forma effects on reported financial results is as follows (in thousands):
for future years. The fair value of option grants is deter-

Years Ended December 31,mined using the Black-Scholes option pricing model with
2001 2000 1999the following weighted average assumptions:

Net revenues:
Years Ended December 31,

United States $ 594,332 $ 941,266 $532,731
2001 2000 1999

International 123,090 168,912 59,055
Expected dividend 0.0% 0.0% 0.0%

Total net revenues $ 717,422 $1,110,178 $591,786
Risk-free interest

rate ranges 3.1% - 4.8% 5.6% - 6.7% 4.6% - 6.1% Segment EBITDA:
Expected volatility 79% 76% 71% United States $ 72,186 $ 401,485 $186,125
Expected life (in

International (28,564) 9,120 3,461
years) 3 3 3

Total segment EBITDA 43,622 410,605 189,586

Corporate and unallocatedNote 9 SEGMENTS
operating costs and expenses:The Company conducts business globally and manages it
Stock compensation expense (9,096) (20,898) (10,389)geographically. The Company’s primary areas of measure-
Amortization of intangibles (64,085) (28,328) (23,280)ment and decision-making are the United States and
Depreciation (66,490) (40,774) (19,381)International. The Company’s management relies on an
Restructuring costs (57,471) – –internal management reporting process that provides reve-
Acquisition-related costs (4,750) (22,785) (88,043)nue and segment EBITDA information for making finan-

Income (loss) fromcial decisions and allocating resources. Segment EBITDA
operations $(158,270) $ 297,820 $ 48,493information includes income from operations before cer-

tain unallocated operating costs and expenses, including Capital expenditures, net:
stock compensation expense, amortization of intangibles, United States $ 72,572 $ 79,657 $ 49,546
depreciation, restructuring costs and acquisition-related International 13,639 14,756 $ 2,880
costs. Management believes that segment EBITDA is an

Total consolidated capital
appropriate measure of evaluating the operating perform-

expenditures, net $ 86,211 $ 94,413 $ 52,426
ance of the Company’s segments. However, segment

Long-lived assets:EBITDA should be considered in addition to, not as a
United States $ 297,977 $ 299,882 $169,028substitute for or superior to, operating income, cash flows
International 190,756 52,844 20,012or other measures of financial performance prepared in

accordance with generally accepted accounting principles. Total consolidated long-

lived assets $ 488,733 $ 352,726 $189,040
Revenue is attributed to individual countries according to
the international online property that generated the reve-

The following table presents net revenues for groups of
nue. No single foreign country accounted for more than

similar services (in thousands):
10% of net revenues in 2001, 2000, and 1999. Property
and equipment information is based on the physical loca-

Years Ended December 31,
tion of the assets.

2001 2000 1999

Marketing services $538,771 $ 968,274 $533,323
Fees and listings 146,445 122,406 55,268
Transactions 32,206 19,498 3,195

$717,422 $1,110,178 $591,786



Note 10 INCOME TAXES

The components of income (loss) before income taxes are
as follows (in thousands):

Years Ended December 31,

2001 2000 1999

United States $(39,844) $282,458 $82,913
Foreign (41,981) (23,637) 710

$(81,825) $258,821 $83,623

The provision for income taxes is composed of the follow-
ing (in thousands):

Years Ended December 31,

2001 2000 1999

Current:
Federal $ 8,09

53

used for income tax purposes. The components of the net
deferred income tax assets are as follows (in thousands):

Years Ended December 31,

2001 2000 1999

Deferred income tax assets:
Net operating loss and

credit carryforwards $1,423,323 $1,442,839 $891,569
Non-deductible reserves

and expenses 131,321 101,775 9,880

Gross deferred tax assets 1,554,644 1,544,614 901,449
Valuation allowance (1,530,838) (1,510,628) (812,176)

23,806 33,986 89,273

Deferred income tax
liabilities:
Unrealized investment

gains (12,820) (19,901) (86,051)
Intangible assets – – (3,222)
Other (10,986) (14,085) –

3 $166,133 $36,265
Gross deferred tax liabilities (23,806) (33,986) (89,273)

State 177 16,791 4,404
Net deferred tax assetsForeign 5,296 9,636 2,383

(liabilities) $ – $ – $ –
13,566 192,560 43,052

As of December 31, 2001, the Company’s federal andDeferred:
state net operating loss carryforwards for income tax pur-Federal (1,297) (3,202) (6,335)
poses were approximately $3.3 billion and $1.8 billion,State (1,306) (1,313) (905)
respectively. If not utilized, the federal net operating loss

(2,603) (4,515) (7,240)
carryforwards will begin to expire in 2010, and approxi-

$10,963 $188,045 $35,812 mately $32 million of the state net operating loss carryfor-
wards will begin to expire in 2002. The Company’s fed-
eral and state research tax credit carryforwards for incomeThe provision for income taxes differs from the amount
tax purposes are approximately $82 million and $74 mil-computed by applying the statutory federal income tax
lion, respectively. If not utilized, the federal tax credit car-rate as follows (in thousands):
ryforwards will begin to expire in 2010. Approximately

Years Ended December 31, $180 million of net operating loss carryforwards relate to
2001 2000 1999 acquired entities and expire beginning in 2010. The Com-

pany has a valuation allowance of approximately $1.5 bil-Income tax at the federal statutory
lion as of December 31, 2001 for deferred tax assetsrate of 35% $(28,639) $ 90,587 $29,268

State income tax, net of federal because of uncertainty regarding their realization.
benefit (1,034) 9,362 4,535

Non-deductible acquisition-related Deferred tax assets of approximately $1.4 billion as of
charges 20,255 15,162 26,433 December 31, 2001 pertain to certain net operating loss

Research tax credits (3,900) (4,000) (3,000)
carryforwards and credit carryforwards resulting from theChange in valuation allowances 23,508 68,509 (23,292)
exercise of employee stock options. When recognized, theOther 773 8,425 1,868
tax benefit of these loss and credit carryforwards are$ 10,963 $188,045 $35,812
accounted for as a credit to additional paid-in capital
rather than a reduction of the income tax provision.

Deferred income taxes reflect the tax effects of temporary
Deferred tax assets include approximately $25 million

differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts
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related to net operating loss carryforwards in various for- Net lease commitments as of December 31, 2001 can be
eign jurisdictions. These carryforwards will expire if not summarized as follows (in millions):
utilized.

Gross lease Sublease Net lease
Year Ended December 31, commitments income commitments

Note 11 COMMITMENTS AND
2002 $26.3 $ (9.7) $16.6CONTINGENCIES
2003 $26.5 $(10.7) $15.8

Operating Leases. During 1999, the Company entered into
2004 $23.9 $(10.2) $13.7

agreements for the development of an office complex in
2005 $21.1 $ (9.1) $12.0

Sunnyvale, California to serve as the Company’s new
2006 $11.9 $ (4.5) $ 7.4

headquarters. Construction was completed in the third
Due after 5 years $15.3 $ – $15.3

quarter of 2001. Upon substantial completion of the con-
struction, the Company funded the lease facility with

The Company also entered into an agreement committing
deposited funds drawn on the facility by the lessors. The

to lease two additional buildings adjacent to the Com-
total amount funded was approximately $258.7 million.

pany’s headquarters in Sunnyvale, California. Construction
Approximately $222.4 million of this amount represents

began in the fourth quarter of 2001 and the buildings are
an investment in the lease facility resulting from the

expected to be ready for occupancy in the third quarter of
Company’s role as a participant in the master lease facility.

2003. Upon completion of the building construction, the
The remaining $36.3 million represents collateral for

Company has committed to a 15 year lease obligation,
funds provided by the facility’s other participants. These

with annual lease payments under the lease of approxi-
amounts, have been classified as restricted long-term

mately $5.1 million in year one, approximately $6.7 mil-
investments at December 31, 2001. Rent obligations for

lion in year two, and with increases of 3.5% in each of
the complex bear a direct relationship to the lessor’s carry-

the following years. After year one of the lease, the Com-
ing costs of $258.4 million. The lease provides the Com-

pany has the right to (i) purchase the buildings for
pany with the option at the end of the lease term in 2006

approximately $68.9 million, plus fees, or (ii) restructure
to (i) acquire the buildings for an amount equal to the

the lease arrangement, or (iii) continue leasing the build-
lessor’s carrying costs; (ii) re-market the buildings; or

ings under the original agreement for the remaining four-
(iii) renew the lease for a second, five-year term, upon

teen years. These amounts are not included in the table
written consent of the participating parties. The Company

above.
has guaranteed the residual value associated with the
buildings under the lease to the lessor of approximately

Other Commitments. In the ordinary course of business the
86% of the lessor’s carrying costs. Company enters into various arrangements with vendors

and other business partners, principally for marketing,
We have entered into various non-cancelable operating

bandwidth and content arrangements. There are no mate-
lease agreements for our headquarters, sales offices

rial commitments for these arrangements extending
throughout the U.S., and our international subsidiaries

beyond 2002.
with original lease periods ranging from 6 months to
13 years and expiring between 2002 and 2012. As discussed in Note 12 – ‘‘Subsequent Event,’’ the Com-

pany acquired HotJobs.com, Ltd. in February 2002. In
In addition, the Company has entered into various sub-

connection with this acquisition, the Company paid
lease arrangements associated with its excess facilities

approximately $206.6 million in cash (offset by cash
under the 2001 restructuring programs. Such subleases

acquired of $55.1 million) and issued approximately
have terms extending through 2006 and amounts esti-

12 million shares of Common Stock.
mated to be received have been included in determining
the restructuring accrual.

Contingencies. From time to time, the Company is subject
to legal proceedings and claims in the ordinary course of
business, including claims of alleged infringement of
trademarks, copyrights and other intellectual property
rights, and a variety of claims arising in connection with
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the Company’s email, message boards, auction sites, shop- The preliminary allocation of the purchase price to the
ping services, and other communications and community assets acquired and liabilities assumed based on the fair
features, such as claims alleging defamation or invasion of value of HotJobs is as follows (in millions):
privacy. Currently, our subsidiary Launch Media, Inc.
(‘‘Launch’’) is engaged in a lawsuit regarding copyright Cash acquired $ 55.1
issues which commenced prior to our entering into an Other tangible assets acquired 45.6
agreement to acquire Launch. In addition, from time to Amortizable intangible assets 98.6
time, third parties assert patent infringement claims Goodwill 316.5
against the Company in the form of letters, lawsuits and Liabilities (41.6)
other forms of communication. Currently, the Company Deferred income taxes (39.4)
is engaged in two lawsuits regarding patent issues and has Deferred compensation 4.3
been notified of a number of other potential patent Total $439.1
disputes.

The Company is not currently aware of any legal proceed-
Amortizable intangible assets acquired have estimated use-

ings or claims that the Company believes are likely to
ful lives as follows: Tradename, trademark and domain

have a material adverse effect on the Company’s financial
name – 7 years; Customer contracts 5-7 years; Developed

position, results of operations or cash flows. However, the
technology – 3 to 5 years. The preliminary residual pur-

Company may incur substantial expenses in defending
chase price of $316.5 has been recorded as goodwill.

against third party claims. In the event of a determination
Goodwill represents the excess of the purchase price over

adverse to the Company, the Company may incur sub-
the fair value of the net tangible and intangible assets

stantial monetary liability, and be required to change its
acquired, and is not expected to be deductible for tax

business practices. Either of these could have a material
purposes. In accordance with SFAS 142, goodwill will not

adverse effect on the Company’s financial position, results
be amortized and will be tested for impairment at least

of operations and cash flows.
annually.

Note 12 SUBSEQUENT EVENT
For 2001, HotJobs had reported net revenues of

HotJobs. In February 2002, the Company completed the $117.6 million and a net loss of $45.0 million.
acquisition of HotJobs.com, Ltd. (‘‘HotJobs’’), an online
recruiting company. HotJobs will become a part of the
Company’s listings properties and is expected to generate
revenue for the Company primarily through listings and
subscription fees for access to HotJobs’ database.

The total estimated purchase price of approximately
$439.1 million consisted of approximately $191.8 million
Yahoo! Common Stock, representing approximately
12 million shares, approximately $206.6 million in cash
consideration, approximately $33.7 million of stock
options exchanged and direct transaction costs of approxi-
mately $7.0 million. The value of the common stock and
stock options was determined based on the average market
price of the Company’s common stock over the 5-day
period before and after the terms of the exchange offer
were finalized in February 2002.



Schedule II – Valuation and Qualifying Accounts
Years  Ended  December 31,  2001,  2000,  and  1999

(in  thousands)

Balance at Charged to Costs Write-Offs Net Balance at
Beginning of Year and Expenses of Recoveries End of Year

Allowance for Doubtful Accounts
2001 $15,437 $11,370 $ 6,812 $19,995
2000 $11,397 $14,658 $10,618 $15,437
1999 $ 5,947 $10,339 $ 4,889 $11,397
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Quarterly Financial Data
(unaudited) (in thousands, except per share amounts)

March 31, June 30, September 30, December 31, March 31, June 30, September 30, December 31,
2001 2001 2001 2001 2000 2000 2000 2000
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Quarters Ended

Net revenues $180,215 $182,165 $166,131 $188,911 $230,807 $272,950 $295,548 $310,873
Net income (loss) (11,486) (48,524) (24,119) (8,659) 67,599 53,331 47,665 (97,819)

Net income (loss) per share – basic $ (0.02) $ (0.09) $ (0.04) $ (0.02) $ 0.13 $ 0.10 $ 0.09 $ (0.17)

Net income (loss) per share – diluted $ (0.02) $ (0.09) $ (0.04) $ (0.02) $ 0.11 $ 0.09 $ 0.08 $ (0.17)
Shares used in per share calculation – basic 565,447 569,768 571,752 571,928 539,020 547,929 555,807 559,872
Shares used in per share calculation – diluted 565,447 569,768 571,752 571,928 616,607 613,615 612,971 559,872



Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Part III

Item 10. Directors and Executive Officers of the
Registrant

Incorporated by reference from the information under the
captions ‘‘Proposal No. 1 – Election of Directors’’ and
‘‘Section 16 Beneficial Ownership Reporting Compliance’’
in the Registrant’s Proxy Statement for its 2002 Annual
Meeting of Stockholders. The following sets forth certain
information with respect to the other executive officers of
Yahoo!:

Jeffrey Mallett (age 37), has served as a member of the
board of directors and as President and Chief Operating
Officer of Yahoo! since January 1999. Mr. Mallett has
served as Chief Operating Officer since January 1998.
Prior to that, he served as Yahoo!’s Senior Vice President,
Business Operations from October 1995 to January 1998.
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Yahoo!’s Vice President of Production from October 1997
to November 1999 and Yahoo!’s Director of Production
from January 1996 to October 1997.

Susan Decker (age 39), has served as Yahoo!’s Chief
Financial Officer since June 2000 and as Executive Vice
President, Finance and Administration since January 2002.
Prior to that, Ms. Decker served as Senior Vice President,
Finance and Administration from June 2000 to Janu-
ary 2002. From August 1986 to May 2000, Ms. Decker
held several positions for Donaldson, Lufkin & Jenrette,
including Director of Global Research from 1998 to
2000. Prior to 1998, she was a Publishing & Advertising
Equity Securities Analyst for 12 years.

David Filo (age 35), Chief Yahoo! and a founder of
Yahoo!, has served as an officer of Yahoo! since

On January 16, 2002, Mr. Mallett announced his inten-
March 1995, and served as a director of Yahoo! from its

tion to resign as President and Chief Operating Officer
founding through February 1996. Mr. Filo co-developed

and as a director of Yahoo! effective April 2002.
Yahoo! in 1994 while working towards his Ph.D. in elec-
trical engineering at Stanford University, and co-founded

Farzad Nazem (age 40), has served as Executive Vice Pres-
Yahoo! in 1995.

ident and Chief Technology Officer since January 2002.
Prior to that, from February 2001 to January 2002,

Gregory Coleman (age 47), has served as Executive Vice
Mr. Nazem served as Senior Vice President, Communica-

President, North American Operations since April 2001.
tions and Technical Services and Chief Technology

Prior to joining Yahoo!, Mr. Coleman served as President
Officer. From January 1998 to February 2001,

of U.S. Magazine Publishing from July 1998 to
Mr. Nazem served as Chief Technology Officer. Prior to

March 2001 and as Senior Vice President of Reader’s
that, he served as Yahoo!’s Senior Vice President, Product

Digest Association from June 1994 to March 2001.
Development and Site Operations from March 1996 to
January 1998. From 1985 to 1996, Mr. Nazem held a James Fanella (age 44), has served as Senior Vice Presi-
number of technical and executive management positions dent, Yahoo! Enterprise Solutions since August 2001.
at Oracle Corporation, including, most recently, Vice Prior to joining Yahoo!, Mr. Fanella served as Group Pres-
President of Oracle’s Media and Web Server Division and ident and General Manager of Global Services for Com-
member of the Product Division Management merceOne from September 2000 to July 2001. From
Committee. November 1999 to September 2000, Mr. Fanella served as

a Group President and General Manager of Aptnet, Inc.
Tim Brady (age 33), has served as Chief Product Officer

From August 1994 to October 1999, Mr. Fanella served
since January 2002, and as Senior Vice President, Com-

as a Managing Principal of Unisys Corporation.
merce and Network Services of Yahoo! from Febru-
ary 2001 to January 2002. From November 1999 to Feb-
ruary 2001, Mr. Brady served as Senior Vice President,
Network Services. Prior to that, Mr. Brady served as
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Item 11. Executive Compensation

Incorporated by reference from the information under the
captions ‘‘Proposal No. 1—Election of Directors – Direc-
tor Compensation,’’ ‘‘Executive Officer Compensation and
Other Matters,’’ ‘‘Report of the Compensation Committee
of the Board of Directors on Executive Compensation,’’
‘‘Compensation Committee Interlocks and Insider Partici-
pation,’’ and ‘‘Performance Graph’’ in the Registrant’s
Proxy Statement for its 2002 Annual Meeting of
Stockholders.

Item 12. Security Ownership of Certain Beneficial
Owners and Management

Incorporated by reference from the information under the
captions ‘‘Record Date; Voting Securities’’ and ‘‘Informa-
tion Regarding Beneficial Ownership of Principal Stock-
holders and Management’’ in the Registrant’s Proxy State-
ment for its 2002 Annual Meeting of Stockholders.

Item 13. Certain Relationships and Related
Transactions

Incorporated by reference from the information under the
captions ‘‘Certain Transactions’’ and ‘‘Compensation Com-
mittee Interlocks and Insider Participation’’ in the Regis-
trant’s Proxy Statement for its 2002 Annual Meeting of
Stockholders.



Part IV

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K

(a) The following documents are filed as part of this report:

(1) Consolidated Financial Statements: See Index to Consolidated Financial Statements at Item 8 on page 
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36 of
this report.

(2) Financial Statement Schedule: See Index to Consolidated Financial Statements at Item 8 on page 36 of this
report.

(3) Exhibits are incorporated herein by reference or are filed with this report as indicated below (numbered in
accordance with Item 601 of Regulation S-K):

Exhibit
Number Description

2.1 Agreement and Plan of Merger dated as of June 27, 2000 by and among the Registrant, Hermes
Acquisition Corporation and eGroups, Inc. (Filed as Exhibit 2.8 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2000 [the June 30, 2000 10-Q] and incorporated herein by
reference.)

2.2 Agreement and Plan of Merger, dated as of December 27, 2001 by and among the Registrant, HJ
Acquisition Corp. and HotJobs.com, Ltd. (Filed as Exhibit 2.1 to the Registrant’s Current Report on
Form 8-K filed on December 27, 2001 and incorporated herein by reference.)

3.1 Amended and Restated Certificate of Incorporation of Registrant (Filed as Exhibit 3.1 to the June 30,
2000 10-Q and incorporated herein by reference.)

3.2 Amended Bylaws of Registrant (Filed as Exhibit 4.9 to the Registrant’s Registration Statement on
Form S-8 filed on March 5, 2002 and incorporated herein by reference.)

4.1 Form of Senior Indenture (Filed as Exhibit 4.1 to the Registrant’s Registration Statement on Form S-3,
Registration No. 333-46458, filed September 22, 2000 [the September 22, 2000 Form S-3] and
incorporated herein by reference.)

4.2 Form of Subordinated Indenture (Filed as Exhibit 4.2 to the September 22, 2000 Form S-3 and
incorporated herein by reference.)

4.3** Form of Senior Note**

4.4** Form of Subordinated Note**

4.5** Form of Certificate of Designation for preferred stock (together with preferred stock certificate)**

4.6 Form of Deposit Agreement (together with Depository Receipt) (Filed as Exhibit 4.6 to the September 22,
2000 Form S-3 and incorporated herein by reference.)

4.7** Form of Warrant Agreement (together with form of Warrant Certificate)**

4.8 Rights Agreement, dated as of March 15, 2001, between the Registrant and Equiserve Trust Company,
N.A., as Rights Agent, including the form of Rights Certificate as Exhibit B and the summary of Rights
to Purchase Preferred Stock as Exhibit C (Filed as Exhibit 4.1 to the Registrant’s Current Report on
Form 8-K, filed March 19, 2001 and incorporated herein by reference.)

10.1 Form of Indemnification Agreement with certain of the Registrant’s officers and directors (Filed as
Exhibit 10.1 to the 1999 10-K and incorporated herein by reference.)
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Exhibit
Number Description

10.2 1995 Stock Plan, as amended (filed as Exhibit 10.2 to the Registrant’s Quarterly Report on Form 10-Q
for the quarterly period ended March 31, 2001 and incorporated herein by reference) and form of stock
option agreement (Filed as Exhibit 10.2 to the Registrant’s Annual Report on Form 10-K for the year
ended December 31, 1996 [the 1996 10-K] and incorporated herein by reference.)

10.3 Form of Management Continuity Agreement with certain of the Registrant’s Executive Officers (Filed as
Exhibit 10.3 to the Registrant’s Registration Statement on Form SB-2, Registration No. 333-2142-LA,
declared effective on April 11, 1996 [the SB-2 Registration Statement] and incorporated herein by
reference.)

10.4 Second Amended and Restated Investor Rights Agreement dated March 12, 1996 between the Registrant
and certain shareholders (Filed as Exhibit 10.9 to the SB-2 Registration Statement and incorporated herein
by reference.)

10.5† Publishing Agreement dated June 2, 1995 between the Registrant and IDG Books Worldwide, Inc. (Filed
as Exhibit 10.12 to the SB-2 Registration Statement and incorporated herein by reference.)

10.6 Sublease Agreement dated June 6, 1996 relating to the Registrant’s office at 3400 Central Expressway,
Suite 201, Santa Clara, California (Filed as Exhibit 10.15 to the 1996 10-K and incorporated herein by
reference.)

10.7† Agreement dated January 15, 1996 between the Registrant and Ziff-Davis Publishing Company (Filed as
Exhibit 10.19 to the SB-2 Registration Statement and incorporated herein by reference.)

10.8 Amended and Restated 1996 Employee Stock Purchase Plan and form of subscription agreement (Filed as
Exhibit 10.8 to the Registrant’s Annual Report on Form 10-K for the fiscal year ended December 31,
2000 and incorporated herein by reference.)

10.9 1996 Directors’ Stock Option Plan, as amended (filed as Exhibit 10.16 to the 1999 10-K and
incorporated herein by reference) and form of option agreement (Filed as Exhibit 10.21 to the SB-2
Registration Statement and incorporated herein by reference.)

10.10† Yahoo! Canada Affiliation Agreement dated February 29, 1996 between the Registrant and Rogers Multi-
Media Inc. (Filed as Exhibit 10.23 to the SB-2 Registration Statement and incorporated herein by
reference.)

10.11† Joint Venture Agreement dated April 1, 1996 by and between the Registrant and SOFTBANK
Corporation (Filed as Exhibit 10.2 to the Registrant’s Quarterly Report on Form 10-Q/A for the quarter
ended September 30, 1996 [the September 30, 1996 10-Q] and incorporated herein by reference.)

10.12† Yahoo! Japan License Agreement dated April 1, 1996 by and between the Registrant and Yahoo! Japan
Corporation (Filed as Exhibit 10.3 to the September 30, 1996 10-Q and incorporated herein by
reference.)

10.13† SOFTBANK Letter Agreement dated April 1, 1996 by and between the Registrant and SOFTBANK
Group (Filed as Exhibit 10.4 to the September 30, 1996 10-Q and incorporated herein by reference.)

10.14† Joint Venture Agreement dated November 1, 1996 by and between the Registrant and SB Holdings
(Europe) Ltd. (Filed as Exhibit 10.30 to the 1996 10-K and incorporated herein by reference.)

10.15† Yahoo! UK License Agreement dated November 1, 1996 by and between the Registrant and Yahoo! UK
(Filed as Exhibit 10.31 to the 1996 10-K and incorporated herein by reference.)

10.16† Yahoo! Deutschland License Agreement dated November 1, 1996 by and between the Registrant and
Yahoo! Deutschland (Filed as Exhibit 10.32 to the 1996 10-K and incorporated herein by reference.)

10.17† Yahoo! France License Agreement dated November 1, 1996 by and between the Registrant and Yahoo!
France (Filed as Exhibit 10.33 to the 1996 10-K and incorporated herein by reference.)
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Exhibit
Number Description

10.18 Restructuring Agreement dated as of July 29, 1997 among the Registrant, Visa International Service
Association, Visa Marketplace, Inc., Sterling Payot Company, and Sterling Payot Capital, L.P. (Filed as
Exhibit 4.1 to the Registrant’s Current Report on Form 8-K, dated July 29, 1997 and incorporated herein
by reference.)

10.19 Joint Venture Agreement, dated August 31, 1997 between the Registrant, SOFTBANK Korea
Corporation, SOFTBANK Corporation, and Yahoo! Japan Corporation (Filed as Exhibit 10.1 to the
Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1997 [the
September 30, 1997 10-Q] and incorporated herein by reference.)

10.20 Sublease Agreement, dated September 11, 1997 between the Registrant and Amdahl Corporation (Filed as
Exhibit 10.2 to the September 30, 1997 10-Q and incorporated herein by reference.)

10.21 Four11 Corporation 1995 Stock Option Plan (Filed as Exhibit 4.2 to the Registrant’s Registration
Statement on Form S-8, Registration No. 333-39105, dated October 30, 1997, and incorporated herein
by reference.)

10.22† Amendment Agreement dated September 17, 1997 by and between the Registrant and SOFTBANK
Corporation (Filed as Exhibit 10.39 to the Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1997 [the 1997 10-K] and incorporated herein by reference.)

10.23† Amendment to Yahoo! Japan License Agreement dated September 17, 1997 by and between the Registrant
and Yahoo! Japan Corporation (Filed as Exhibit 10.40 to the 1997 10-K and incorporated herein by
reference.)

10.24† Services Agreement dated November 30, 1997 by and between Yahoo! Korea Corporation and
SOFTBANK Korea Corporation (Filed as Exhibit 10.41 to the 1997 10-K and incorporated herein by
reference.)

10.25† Yahoo! Korea License Agreement dated November 30, 1997 by and between the Registrant, Yahoo! Korea
Corporation, and Yahoo! Japan Corporation (Filed as Exhibit 10.42 to the 1997 10-K and incorporated
herein by reference.)

10.26 Viaweb Inc. 1997 Stock Option Plan and form of Option Agreement thereunder (Filed as Exhibit 4.2 to
the Registrant’s Registration Statement on Form S-8, Registration No. 333-56781, dated June 12, 1998
[the S-8 Registration Statement dated June 12, 1998], and incorporated herein by reference.)

10.27 Forms of Viaweb Inc. 1996 Option Agreements (Filed as Exhibit 4.3 to the S-8 Registration Statement,
dated June 12, 1998, and incorporated herein by reference.)

10.28 Amendment to Second Amended and Restated Investor Rights Agreement dated July 7, 1998 among the
Registrant, SOFTBANK Holdings Inc., Sequoia Capital VI and Sequoia Technology Partners VI (Filed as
Exhibit 10.2 to the September 30, 1998 10-Q and incorporated herein by reference.)

10.29 Content License Agreement dated January 8, 1998 between the Registrant and ZDNet (Filed as
Exhibit 10.3 to the September 30, 1998 10-Q and incorporated herein by reference.)

10.30 Yoyodyne Entertainment, Inc. 1996 Stock Option Plan and form of Option Agreement thereunder (Filed
as Exhibit 4.1 to the Registrant’s Registration Statement on Form S-8, Registration No. 333-66067, dated
October 23, 1998 and incorporated herein by reference.)

10.31† Termination Agreement between the Registrant and Rogers Media Inc. dated January 6, 1999 (Filed as
Exhibit 10.1 to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended March 31, 1999
and incorporated herein by reference.)
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Exhibit
Number Description

10.32 Online Anywhere 1997 Stock Plan (Filed as Exhibit 4.1 to the Registrant’s Registration Statement on
Form S-8, Registration No. 333-81635, dated June 25, 1999 [the S-8 Registration Statement dated
June 25, 1999] and incorporated herein by reference.)

10.33 Encompass, Inc. Stock Option Plan (Filed as Exhibit 4.2 to the S-8 Registration Statement dated June 25,
1999 and incorporated herein by reference.)

10.34 ISSG Stock Option Plan (Filed as Exhibit 4.1 to the Registrant’s Registration Statement on Form S-8,
Registration No. 333-93497, dated December 23, 1999 and incorporated herein by reference.)

10.35 Employment Letter, dated as of March 19, 2001, between the Registrant and Gregory Coleman (Filed as
Exhibit 10.36 to the March 31, 2001 10-Q and incorporated herein by reference.)

10.36 Participation Agreement, dated as of March 16, 2001, by and among the Registrant as Lessee, Lease Plan
North America, Inc. as Lessor and Participant, ABN AMRO Bank, N.V., as a Participant, the Other
Banks and Financial Institutions from time to time Party thereto, as Participants, the Registrant, as
Tranche Y Participant, and ABN AMRO Bank N.V., as Agent (Filed as Exhibit 10.37 to the March 31,
2001 10-Q and incorporated herein by reference.)

10.37 Master Lease, dated as of March 16, 2001, between Lease Plan North America, Inc., as the Lessor and the
Registrant, as the Lessee (Filed as Exhibit 10.38 to the March 31, 2001 10-Q and incorporated herein by
reference.)

10.38 Employment Letter, dated as of April 16, 2001, between the Registrant and Terry S. Semel (Filed as
Exhibit 10.39 to the Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended June 30,
2001 and incorporated herein by reference.)

10.39 Stock Purchase Agreement, dated as of April 16, 2001, between the Registrant and Terry S. Semel (Filed
as Exhibit 10.40 to the Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2001 and incorporated herein by reference.)

21.1* List of Subsidiaries

23.1* Consent of Independent Accountants

24.1 Power of Attorney (see the signature page of this Annual Report on Form 10-K)

† Confidential treatment granted with respect to certain portions of this Exhibit.

* Filed herewith.

** To be filed by a report on Form 8-K pursuant to Item 601 of Regulation S-K or, where applicable, incorporated herein by reference from a
subsequent filing in accordance with Section 305(b)(2) of the Trust Indenture Act of 1939.

(b) Reports on Form 8-K

On October 10, 2001 the Company filed a Current Report on Form 8-K announcing the Company’s financial results for
the quarterly period ended September 30, 2001.

On November 16, 2001, the Company filed a Current Report on Form 8-K announcing the appointment of two new
members to the board of directors of the Company.

On December 13, 2001, the Company filed a Current Report on Form 8-K announcing its offer to acquire
HotJobs.com, Ltd.

On December 27, 2001, the Company filed a Current Report on Form 8-K disclosing the Agreement and Plan of
Merger by and among HotJobs.com, Ltd., the Company and HJ Acquisition Corp., a wholly-owned subsidiary of the
Company.



Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused the report to be signed on its behalf by the undersigned, thereunto duly authorized, on the 1
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5th day of March,
2002.

YAHOO! INC.

By: /s/ SUSAN DECKER

Susan Decker
Executive Vice President, Finance and

Administration, and Chief Financial Officer

Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Terry Semel and Susan Decker, his/her attorneys-in-fact, each with the power of substitution, for him/her in any
and all capacities, to sign any amendments to this Report on Form 10-K, and to file the same, with Exhibits thereto and
other documents in connection therewith with the Securities and Exchange Commission, hereby ratifying and confirming
all that each of said attorneys-in-fact, or substitute or substitutes may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated:

Signature Title Date

/s/ TERRY SEMEL Chairman and Chief Executive Officer (Principal
March 15, 2002

Executive Officer)Terry Semel

/s/ JEFFREY MALLETT
President, Chief Operating Officer, and Director March 15, 2002

Jeffrey Mallett

Executive Vice President, Finance and Administration,/s/ SUSAN DECKER
and Chief Financial Officer (Principal Financial March 15, 2002

Susan Decker Officer)

/s/ WILLIAM E. LOSCH
Vice President, Finance (Principal Accounting Officer) March 15, 2002

William E. Losch

/s/ RONALD W. BURKLE
Director March 15, 2002

Ronald W. Burkle
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Signature Title Date

/s/ ERIC HIPPEAU
Director March 15, 2002

Eric Hippeau

/s/ ARTHUR H. KERN
Director March 15, 2002

Arthur H. Kern

/s/ TIMOTHY KOOGLE
Director March 15, 2002

Timothy Koogle

/s/ EDWARD KOZEL
Director March 15, 2002

Edward Kozel

/s/ MICHAEL MORITZ
Director March 15, 2002

Michael Moritz

/s/ GARY L. WILSON
Director March 15, 2002

Gary L. Wilson

/s/ JERRY YANG
Director March 15, 2002

Jerry Yang



Index to Exhibits

Exhibit
Number Description

21.1 List of Subsidiaries

23.1 Consent of Independent Accountants



EXHIBIT 21.1

SUBSIDIARIES OF YAHOO! INC.

Jurisdiction of Percent Ownership
Name Incorporation if Less Than 100%

Yahoo! UK Limited United Kingdom 70%
Yahoo! Holdings Limited United Kingdom
Yahoo! France SAS France 70%
Yahoo! (Deutschland) GmbH Germany 70%
Yahoo! TY Ltd Singapore
Yahoo! Switzerland GmbH Switzerland
Yahoo! Danmark ApS Denmark
Yahoo! Norway AS Norway
Yahoo! Sverige AB Sweden
Yahoo! Korea Corporation Korea 67%
Yahoo! Media SL Spain
Yahoo! Holdings Ltd. (Hong Kong) Hong Kong
Yahoo! Do Brasil Internet Ltda Brazil
Yahoo! de Mexico, S.A. de C.V. Mexico
Yahoo! Australia and NZ PTY Ltd. Australia
Yahoo Japan Corporation Japan 34%
Yahoo! Canada Co. Canada Co.
Yahoo! de Argentina S.R.L. Argentina
Yahoo! Europe International LLC Cayman Islands
Yahoo! International Holdings L.L.C Cayman Islands
Yahoo! Europe Subsidiary Holdings Limited United Kingdom
Yahoo! Italia S.R.L. Italy
Yahoo! Web Services India Private Limited India
Yahoo! Cayman Islands (Asia) Holdings Limited Cayman Islands
Yahoo! Asia (China) Holdings Limited British Virgin Islands
Yahoo! China Holding Company Limited British Virgin Islands
Yahoo! Netherlands BV Netherlands
Yahoo! (Shanghai) International Technology Co. Ltd Hong Kong
E-Com Management N.V. Netherlands, Antilles
eGroups GmbH Germany
Sold,com.au Pty Limited Australia
eGroups International Ltda. Brazil
eGroups International (Canada) Inc. Canada
Yahoo! International Branch Holdings, Inc. California
Yahoo! International Subsidiary Holdings, Inc. California
Yahoo! Europe International LLC Delaware 70%
Yahoo! International Acquisition Holdings, Inc. Delaware
Indigo Acquisition Corporation California
Futuretouch Corporation California
Broadcast.com Delaware
Simple Network Communications, Inc. California
NetRoadshow, Inc. Georgia
Yalge Network Korea 25%
Innovative Systems Services Group, Inc. California
Arthas.com, Inc. Delaware
Vivasmart, Inc. Delaware



eGroups, Inc. Delaware
EGroups International, Inc Delaware
Kimo.com (Cayman Corporation) Cayman Islands
Kimo.com.hk.Limited Hong Kong
Yahoo! Taiwan, Inc. Taiwan
eGroups International (Thailand) Company Limited Thailand
Launch Media, Limited United Kingdom
Launch Media, Inc. Delaware
Ivy Acquisition Corp. Georgia
Launch Networks, Inc. Delaware
Launch Radio Networks, Inc. Delaware
ONElist, Inc. California
HotJobs.com, Ltd. Delaware

BRANCHES OF YAHOO! INC.

Jurisdiction of
Name Registration

Yahoo! International Branch Holdings, Inc. Taiwan
Yahoo! International Branch Holdings, Inc. Hong Kong
eGroups, International Inc. Malaysia
eGroups, International Inc. Netherlands
eGroups, International Inc. UK
eGroups, International Inc. Sweden



EXHIBIT 23.1

Consent of Independent Accountants

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-56779,
No. 333-34364, No. 333-81644), the Registration Statements on Form S-8 (No. 333-3694, No. 333-39105,
No. 333-46492, No. 333-54426, No. 333-56781, No. 333-60828, No. 333-66067, No. 333-79675, No. 333-81635,
No. 333-83770, No. 333-93497) and the Registration Statements on Form S-4 (No. 333-62694, No. 333-76562) of
Yahoo! Inc. of our report dated January 16, 2002, except for Note 12, which is as of February 12, 2002, relating to the
financial statements and financial statement schedule, which appears in this Form 10-K.

/s/ PricewaterhouseCoopers LLP
San Jose, California
March 15, 2002


