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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF EH
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE

SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file numbett-353335

Groupon, Inc.
(Exact name of registrant as specified in its @rart

Delaware 27-0903295
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

600 West Chicago Avenue, Suite 400
Chicago, lllinois 60654

(Address of principal executive offices) (Zip Code)

312-676-5773

(Registrant's telephone number, including area)code

Securities registered pursuant to Section 12(heRct:

Title of each class Name of each exchange on which registered
Class A Common Stock, par value $0.0001 Na&lahal Select Market

Securities registered pursuant to Section 12(¢hefAct: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c08#turities Act.
YesXI No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ortf®ecl5(d) of the Exchange Act.
Yes No
Indicate by check mark whether the registrant €l filed all reports required to be filed by SectiB or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssiobrter period that the registrant was requirefilécsuch reports), and (2) has been subje
such filing requirements for the past 90 days.
Yes No
Indicate by check mark whether the registrant hdmmstted electronically and posted on its corpok&feb site, if any, every Interactive D
File required to be submitted and posted pursuaRuie 405 of Regulation ${8 232.405 of this chapter) during the precedi@gnonths (or fc

such shorter period that the registrant was requoresubmit and post such files).
Yes No

Indicate by check mark if disclosure of delinquéldrs pursuant to Item 405 of RegulationKSis not contained herein, and will not



contained, to the best of registrant's knowledgelefinitive proxy or information statements incorgted by reference in Part Ill of this Fc
10-K or any amendment to this Form 10K

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-amccelerated filer, or a smaller report
company. See the definitions of “large accelerfited” “accelerated filer” and “smaller reportir@gmpany” in Rule 12b-2 of the Exchange Act.

Large accelerated fildx] Accelerated filer
Non-accelerated filer (Do not check if a smallggaing company) Smaller reporting company

Indicate by check mark whether the registrant #hell company (as defined in Rule 12lnf the Exchange Act). Ye!
No

As of June 30, 2012, the aggregate market valsbarfes held by noaffiliates of the registrant was $3,699,527,694ekasn the number of shal
held by non-affiliates as of June 30, 2012 and dbasethe last reported sale price of the regisga&iass A common stock on June 30, 2012.

As of February 25, 2013, there were 656,063,487eshaf the registrant's Class A Common Stock oundtitg and 2,399,976 shares of the

registrant's Class B Common Stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

The information required by Part Il of this Repdd the extent not set forth herein, is incorpedaterein by reference from the registrant's
definitive proxy statement relating to the Annuadéing of Stockholders to be held in 2013, whicfiniteve proxy statement shall be filed with
the Securities and Exchange Commission within 186 éfter the end of the fiscal year to which Bégport relates.
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PART |

FORWARD -LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardKimg statements within the meaning of Section 27 #e Securities Act of 1933
and Section 21E of the Securities Exchange AcB8#1including statements regarding our futurelte®i operations and financial position,
business strategy and plans and our objectivefsifiore operations. The words “may,” “will,” “shouyld‘could,” “expect,” “anticipate,” “believe,”
“estimate,” “intend,” “continue” and other similaxpressions are intended to identify forward-logkitatements. We have based these forward
looking statements largely on current expectateant projections about future events and finanotaids that we believe may affect our financial
condition, results of operations, business stratelygrt term and long-term business operationsajettives, and financial needs. These forward-
looking statements involve risks and uncertairtti@$ could cause our actual results to differ nialtgrfrom those expressed or implied in our
forward-looking statements. Such risks and unaaites include, among others, those discussedem‘tA: Risk Factors” of this Annual Report
on Form 10-K, as well as in our consolidated finahstatements, related notes, and the other finhimformation appearing elsewhere in this
report and our other filings with the Securitiesl &xchange Commission, or the SEC. Moreover, weab@én a very competitive and rapidly
changing environment. New risks emerge from tim@ne. It is not possible for our management tapmteall risks, nor can we assess the impact
of all factors on our business or the extent tocllainy factor, or combination of factors, may caarseal results to differ materially from those
contained in any forward-looking statements we make. We do not intend, and undertake no obligatmopdate any of our forward-looking
statements after the date of this report to refietal results or future events or circumstan@G@gen these risks and uncertainties, readers are
cautioned not to place undue reliance on such fahoking statements.

”ou " u ” oW

”ow

As used herein, “Groupon,
otherwise.

we,” “our,” and similearms include Groupon, Inc. and its subsidiatiedess the context indicates

ITEM 1: BUSINESS

Overview

Groupon is a global leader in local commerce, nakieasy for people around the world to searchdiscbver great businesses and
merchandise. Our mission is to become the operatistgem for local commerce. Groupon seeks to raine traditional small business world by
providing merchants with a suite of products andtises, including customizable deal campaigns,itdd payments processing capabilities
point-of-sale solutions to help them attract marstemers and run their operations more effectivBjyleveraging the company's global
relationships and scale, Groupon offers consurmeaisn the best things to eat, see, do, and b4§ @ountries.

We distribute our deals to customers primarily tigio three channels: email; our mobile platform; andwebsites. We use email to
deliver deals to our subscribers based on theatime and personal preferences, including throughSmnart Deals technology, which we curre
use throughout North America and in certain Intéomal markets. We also distribute our deals thhoogr mobile platform, which we currently
offer on iPhones, iPads, Blackberry, Android anchtidws devices, as well as through our websites.

Our results from 2012 include the following:

*  We grew our revenue 45.0% to $2.3 billion in 2@bm $1.6 billion in 2011. In 2012, 49.9% and B®.of our revenue was generated in
our North America and International segments, rethgely, compared to 39.4% and 60.6% in 2011.

* We increased the number of active customersystomers that have purchased a Groupon withifagtéwelve months, from 33.7
million as of December 31, 2011 to 41.0 millioncd$ecember 31, 2012.

» As of December 31, 2012 we have featured more308r000 merchants since our incepl

In our Groupon Goods category, through which werodieals on merchandise, we often act as the nraroheecord, particularly in
deals that we run in North America.

We are a Delaware corporation, incorporatedauary 15, 2008 under the name "ThePoint.cont, We started Groupon in October 2008
and officially changed our name to Groupon, Incfiliyg an amended certificate of incorporation
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on June 16, 2009. Our principal executive officeslacated at 600 West Chicago Avenue, Suite 48@;a00, lllinois 60654, and our telephone
number at this address is (312) 676-5773. Our websivww.groupon.comInformation contained on our website is not & péthis annual
report. We completed our initial public offeringlifovember 2011 and our Class A common stock isdisin the Nasdaqg Global Select Market
under the symbol "GRPN."

GROUPON, the GROUPON logo and other GRON—formative marks are trademarks of Groupon, imt¢he United States or other
countries. This annual report also includes otteeteémarks of Groupon and trademarks of other psrson

Our Strategy

Our primary objective is to become an essential gfagveryday local commerce for consumers and haens. Key elements of our
strategy include the following:

Grow the number of merchant partners we feattiistorically, our business model of offering onelde day in each market had caused
us to try to limit repeat merchants. However, aswgand our business into a complete local markedpla key part of this strategy is to develop
deeper relationships with our merchant partnetbaothey will have a continuous presence on olsites and mobile applications. To drive
merchant partner growth, we have expanded the nuaflveays in which consumers can discover dealsutlin our marketplace, as well as
offering our merchant partners the ability to offeimited number of vouchers on a rolling basighwarying expiration dates. Our merchant
partner retention efforts are focused on providirgrchant partners with a positive experience bgrof§ targeted placement of their deals to our
subscriber base, high quality customer servicet@old to manage deals more effectively. We alseigeomerchant partners with an array of tc
that they can use to run their businesses momaezffly and compete more effectively. We intendaatinue to invest heavily in these efforts.

Globalize our platforms and processB&cause our international expansion was accomplistigely through acquisitions, we inherite
host of different technology platforms and businesgesses. During 2012, we launched a company-vintram aimed at globalizing our
technology platforms and processes, and we alsanbedjing out a number of internal tools aimedhateasing our efficiency. For example, we
recently launched a system that matches subsatédmeand with our comprehensive database of merchantsximize inventory of relevant deals
and the incremental value of each call made byrmnchant sales representatives. We are also corgitmautomate our support functions in
order to improve the efficiency of our business.

Grow our active customer baggrowing our active customer base requires thatddengw customers at a rate which will offset theslo
or inactivation of existing customers. Early in @xistence, we focused our marketing efforts orugirty subscribers who would sign up to
receive emails alerting them to our deal. As weehrmatured into a more complete marketplace andnebquhour delivery channels, we have also
begun to focus more of our efforts toward convergnbscribers into customers who purchase our dmadsretaining existing customers. We do
so by providing more targeted and real-time detdByering high quality customer service and expagdhe number and categories of deals we
offer, as well as offering discounts on purchasesetwv and existing customers. We intend to continuesting in the development of increased
relevance of our service as the number and vaoiettye deals we offer our subscribers increasenadain more information about our
subscribers' interests. As of December 31, 2012hade41.0 million active customers.

Position ourselves to benefit from, and drive, texbgical changes that may affect consumer behaldoring 2012, we invested
significantly in expanding and improving our mohiégehnology in order to capitalize on the growirentd of consumers making purchases thr
smartphones and tablets. Our mobile channel aceddat approximately 37.5% of all purchases madedgnember 2012 in North America. We
have launched a variety of enhancements to ouretdce in the past 12 months and we plan to mdéiiti@nal enhancements to increase the
number of customers and merchant partners thatacabusiness through our marketplace. For examgldave expanded our distribution of
deals by including a search function in many of markets. As an evolution of our Groupon Now! dffgr our marketplace enables customers to
search for products and services on their own teratiser than being dependent on a single dailyilemaee which deals are available to them
our local commerce marketplace grows, we believesemers will use Groupon not only as a discoveoy far local merchant partners, but als
an ongoing connection point to their favorite meuds.

Expand with acquisitions and business developmem@rshipsHistorically, the core assets we gained from agtjis were local
management teams and small subscriber and menghidner bases, to which we then apply our expergs®urces and brand to scale the
business. During 2012, our focus expanded to aoguiausinesses with technology and technology talext can help us expand our business.
example, during 2012 we acquired FeeFighters arddrumb, companies that have enabled us to roiwypayments and point of sale
offerings, respectively. We also acquired Savoaegleld management solution for reservation-takegjaurants. We intend to continue to expand
our business




with acquisitions and business development paitifEss
Our Business

Groupon is a local commerce marketplace that caameerchants to consumers by offering goods andcesrat a discount.
Traditionally, local merchants have reached consarigough a variety of methods, including onlideertising, the yellow pages, direct mail,
newspaper, radio, television, and promotions. Byding the brick and mortar world of local commeas#o the Internet and mobile devices,
Groupon is creating a new way for local merchamtngas to attract customers and sell goods andcsstv

As our business has evolved, we have begun tolisstabmore extensive local commerce marketplacergvbustomers can purchase
discount vouchers ("Groupons"”) for a variety ofdwots and services from local, national and ontireechants that can be redeemed immediately
upon purchase. We have also expanded beyond locaherce to provide deals on consumer goods, tramdlentertainment events. This
expansion has allowed us to serve more merchatmgrareach day by separating our current and patenstomer base, offering more relevant,
targeted deals and increasing the rate at whicls dea purchased.

In many of our markets, we employ an algorithmiprapach to deal targeting based on data we collEmitaour subscribers, merchant
partners and deals. In addition to targeted dewltgad of featuring one deal per city each dayfeature multiple deals per city each day matched
to different groups of current and potential custosrbased on what we know about their personatpmetes. In many of our North American
markets, we now offer customers a searchable iowewf deals available across multiple categofés.intend to continue to build our
international infrastructure to enable us to oféggeted deals worldwide, as targeting increaseatimber of deals that we can offer across our
marketplace. While we will continue to offer dewalith time restrictions on when the deal can be eatsd, we are phasing out the use of a
separate Groupon Now! category to differentiatdsifes our customers.

In our Groupon Goods category, through which werodeals on merchandise, we often act as the maroheecord, particularly in
deals that we run in North America.

Categories

Local DealsWithin Local, we offer deals for local merchanttpa@rs across multiple categories, including food drink, events and
activities, beauty and spa, fitness, health, hontezaauto, shopping, and education. We increasinglyiloute deals using our targeting technology,
which distributes deals to current and potentigt@mers based on their location and personal mmeées. Our targeting technology is also used to
inform our search engine marketing and other tretig@al marketing spending that may attract poétistomers who have not yet subscribed to
our emails.

Groupon GoodsGoods offers customers the consistent abilityrid fleals on a rotating selection of well-known ldsaacross multiple
product lines, including electronics, sports, ootdot fithess, toys, home, and clothing. We cahelducts either directly, or as agent on behalf
of the merchant. During the fourth quarter of 2048,began offering free shipping and free retumsmlers over $15, subject to size limitations
and our return policy, as well as an online rettenter. As the Goods category continues to growexpect that we will continue our focus on
adding new curated brands to our platform in otdencrease the mix of deals, as well as contintingtreamline our order fulfillment process.

Groupon GetawaysThrough Getaways, we feature personally curatfetlsofrom travel partners, including hotels, aief@and package
deals covering both domestic and internationalerav

GrouponLive. Live is a partnership with LiveNation whereby Gpon serves as a local resource for LiveNation &svand clients of its
global ticketing business, Ticketmaster. In 2012,hggan offering G-Pass, currently available fangés in our North American markets, which
allows customers who purchase deals through Likeetable to bypass the box office and use thedm on their voucher to enter the event. In
late 2012, we also entered into an agreement tonbed/LB.com's official daily deals site, and Groopaill host deals from a number of Major
League Baseball clubs through the Live events qiatf

National DealsNational merchant partners also have used our npakoe as an alternative to traditional marketing brand
advertising. Although our primary focus continuede on local deals, we use national deals frore trtime to build our brand awareness,
acquire new customers and generate additional uvevén 2012, we featured deals from over 100 natiorerchant partners, including Reebok,
Toys R Us, Brookstone, The Body Shop, Smashbuager FTD across our North American markets.




Distribution

Our primary distribution channels are email, mobibplications and our websites. We also utilizeéoter online affiliates to display and
promote Groupon deals on their websites. We alse hgreements with several large online brandsstdlilite our deals. Other partnerships
allow us to distribute daily deals to the partnasesr base.

In addition, we have partnered with thousands dailkmonline affiliates. Affiliates can embed ouidget onto their website and earn a
commission when their website visitors purchaseu@oos through the affiliate link. Our commissioteraaries depending on whether the
customer is new or existing and the website's dvambes volume. We also offer commissions to iaffils when they refer a customer to Groupon.
We expect to continue to leverage affiliate relagiaips to extend the distribution of our deals.

We also use various incentive programs to builshvdblayalty, generate traffic to the website andvjite customers with incentives to k
Groupons. When subscribers perform qualifying astish as providing a referral to a new subscrib@adticipate in certain promotional offers,
we grant the subscriber credits that can appliddttoe purchases.

We also publish our daily deals through variousaowetworks, and our notifications are adaptetheoparticular format of each of these
social networking platforms. Our website and mobglication interfaces enable our consumers th posifications of our deals to their persa
social networks. To date, social networks are rmoggerial portion of our customer acquisition.

Email. Historically, we ran one deal per day in each miarked would send out an email to all subscribetsimthat market describing
that deal. As our business has evolved, we hagetedt our subscribers based on their personalrprefes. In addition, as our operations grow
and the number of deals that we have availableérageg to expand, we are continuing to vary thertgrdand content of our emails. A subscriber
who clicks on a deal within our email is directedbur website or mobile application to learn mdvew the deal and make a purchase.

WebsitesVisitors are prompted to register as a subscrili@mathey first visit our website and thereafter tisewebsite as a portal for
our daily deals. Groupon Now!, a category that swenthed in 2010, was intended to create an on dmeal time marketplace to supplement
existing daily deal model, as well as give our rhart partners control over when to run their defsdsour operations have grown, we have
incorporated this concept into creating a comgtetal commerce marketplace where customers camasecGroupons for a variety of products
and services from local, national and online memnththat can be redeemed immediately upon purcfiiseexpansion has allowed us to serve
more merchant partners each day by separatinguorent and potential customer base, offering melevant, targeted deals and increasing the
rate at which deals are purchased within each catetn many of our North American markets, our gigbincludes featured deals of the day and
also a complete, searchable local commerce mascdetpincluding deals organized into the followirggldtypes: food and drink, events and
activities, beauty and spa, fitness, health, hontkeaauto, shopping, and education. In addition,ywp&tlly display separate tabs for Getaways and
Goods, as well as a gift finder and seasonal offsti

Mobile ApplicationsConsumers can also access our deals through ollenapplications, which are available at no costt@niOS,
Android, Blackberry and Windows mobile operatingteyns, as well as through their mobile browsers&tapplications enable consumers to
browse, purchase, manage and redeem deals ombigile devices. In addition, in our North Amerigaarkets, consumers have a "Nearby" tab,
which shows the deals that are closest to the coasilocation.

Marketing

While our marketing spend has decreased, bothdalate dollars and as a percentage of revenu@®lif, 2narketing remains an
important element of our business operations. @mnarketing consists of search engine marketisglay advertisements, referral programs and
affiliate marketing. Our offline marketing prograimnslude traditional television, billboard and ra@didvertisements, public relations as well as
sponsored events to increase our visibility andtdbaur brand.

Historically, we invested heavily in customer agifion, which contributed to our net losses durpnigr years. Once acquired,
subscribers have been relatively inexpensive totaiai because our interaction is largely limite@toails and our mobile applications. For
example, our marketing expense during the fourtdrtgu of 2012 was $60.9 million , a decrease of @i#bsolute dollars compared to the fourth
quarter of 2011 and down 14% from the third quasfe2012. In addition, marketing expense as a peacge of revenue was 10% in the fourth
quarter of 2012, as compared to 12% in the thigu of 2012 and 32% in the fourth quarter of 20/& continue to shift the focus of our
marketing efforts to activating customers




and retaining existing customers, rather than eoust@cquisition, including through programs suchrasied time discounts on purchases and
referral incentives.

Our Merchant Partners

To drive merchant partner growth over the long tes@ have expanded the number and variety of ptaghat service offerings available
through our marketplace and invested in our salef Our sales force includes over 4,500 insideautside merchant sales representatives, as
well as our sales support professionals, who buitchant partner relationships and provide locpeetise. Our North American merchant sales
representatives are primarily based in our offingShicago and our international merchant salesesgmtatives work from our international
offices. As of December 31, 2011, we employed axiprately 1,000 North American merchant sales reprgives and approximately 4,100
international merchant sales representatives. Whtlsl increased our North American sales forcagproximately 1,100 merchant sales
representatives and decreased our internatioresd saice to approximately 3,500 sales represeptwatg of December 31, 2012.

Sept. 30, June 30, Mar. 31, Dec. 31, Sept. 30, June 30, Mar. 31,
Dec. 31, 2012 2012 2012 2012 2011 2011 2011 2011
North America 1,151 1,23( 1,13¢ 1,19¢ 1,062 1,00¢ 99C 661
International 3,52¢ 3,857 4,44¢ 4,541 4,13¢ 3,84¢ 3,86( 2,89t
Total 4,67 5,08’ 5,58i 5,73¢ 5,19¢ 4,85 4,85( 3,55¢€

The number of sales representatives is highempasantage of revenue in our International segmeato the need to have separate
organizations for most of the different countriesvihich we operate. Due to local economic condg&jdrowever, the average cost of each sales
representative is lower in most countries in oterdmational segment as compared to the costs ifNoth America segment.

During 2012, we have continued to expand our sifiteols that we make available to merchants. kample, merchants may use our
Scheduler application, which allows customers teedale appointments directly through our websitthatime that they purchase a Groupon.
merchant partners also have access to our Mer€arier, through which they can track redemptiorsvaew other information about Groupons
sold. In addition, during 2012, we launched Paymemiow-fee credit card processing service thathants can use through an attachment to
their smartphones, and Breadcrumb, a point ofs@lgion for restaurants.

We routinely solicit feedback from our merchanttpars to ensure their objectives are met and thegatisfied with our services. Based
on this feedback, we believe our merchant partvedige the profitability of the immediate deal, pdtal revenue generated by repeat customers
and increased brand awareness for the merchanepartd the resulting revenue stream that brandes@as may generate over time. Some
merchant partners view our deals as a marketingresgpand may be willing to offer deals with littleno immediate profitability in an effort to
gain future customers and increased brand awareness

Our standard contractual arrangements grant usxtlasive right to feature deals for a merchantslpcts and services for a limited ti
period and provide us with the discretion as totiwbieor not to offer the deal during such period.

Operations
Our business operations are divided into the fatgwecore functions to address the needs of our maetcpartners and customers.

City PlannersCity Planners are responsible for sales inventcapagement, deal packaging, deal approval and deetlaling. City
Planners manage each market's deal pipeline im todmaximize deal quality and variety within our maskeThey work with the sales teams to
optimize each deal structure and deal pricing tisfyaour merchant partners' expectations, maximizgomer engagement and optimize company
revenue. City Planners also manage the categarglais/geographic mix and cadence of deals in oukets. They use deal performance
historical data to analyze and identify trends epgortunities for revenue improvement.

Editorial. Our editorial department is responsible for creathre written and visual content on all the deasoffer. Each featured
merchant is researched, and then a written prisfiteafted and edited through a series of creatiages in order




for the deal description to meet our standardsiéouracy, clarity, vivid visual description, and éwmorous "Groupon voice". Editorial staff also
develop top merchant lists and other non-deal ctehelp engage users and capture more searahedanaffic.

Merchant Service®nce a contract is signed, one of our merchantcEyvepresentatives initiates the first of sevesahmunications
with the merchant partner to introduce the mercpantner to the tools that we provide and planGovupon redemptions through expiration.
Typically, a merchant services representative comoaties with merchant partners before, during,aftet a daily deal is featured. Before the
deal is run, the representative works with the imen¢ partner to prepare staffing and inventory cépan anticipation of increased customer
traffic. The representative communicates with tlegghant partner on the day the deal is featureeMiew deal performance. After the deal has
closed, the representative maintains contact \Wwithtierchant partner to support the merchant p&trestemption efforts and to address any is
or questions that may arise. We also offer seveesthant tools to help merchant partners managedéals. These tools include status updates
on deal performance, analytics that measure puednaffic and demographic information of purchasersapacity calculator to estimate demand
for the deal ahead of its feature date, and amatmrinvestment calculator that estimates the medarinvestment that the merchant partner may
receive from the deal. Each of these tools is adgkesthrough an online account that is person#téamerchant partner and accessed through our
website.

Customer Servic®ur customer service department is responsiblarfewering questions from customers. They pro@Epsests via
phone, email, and on our public discussion bodrlls.customer service team also works with our mégion technology team to improve the
customer experience on the website and mobile ggifihs based on customer feedback.

TechnologyWe employ technology to improve the experience ffer @ subscribers and merchant partners, incréeseate at which
our customers purchase deals, and enhance thierdficof our business operations. A component ofstrategy is to continue developing and
refining our technology.

We currently use a common information technologtfptm across our North American operations theltites business operations tc
to track internal workflow, applications and infiagture to serve content at scale, dashboardsemaditing tools to display operating and finar
metrics for historical and ongoing deals, and diphimg and purchasing system for consumers. Ore, twe plan to merge our North American
information technology platform with our Internated information technology platforms and we expbi to enable greater efficiencies and
consistency across our global organization.

Our websites are hosted at a U.S. data centemita &dara, California and international data centerAsia and Europe. Our data centers
host our publiefacing websites and applications, as well as ook4emd business intelligence systems. We employsitmg standard security
practices to protect and maintain the systemséacat our data centers. We have invested in imnusnd anomaly detection tools to try and
recognize intrusions to our website. We engagepieddent thirdparty Internet security firms to test regularly gezurity of our website and
identify vulnerabilities. In financial transactiohstween our website and our customers, we usetirydstandard (SSL) Secure Socket Layer to
provide encryption in transferring data. We havsigieed our websites to be available, secure aneetfestive using a variety of proprietary
software and freely available and commercially sufgal tools. We believe we can scale to accommadeteasing numbers of subscribers by
adding relatively inexpensive induststandard hardware or using a thipérty provider of computing resources.

We devote a substantial portion of our resourceeteloping new technologies and features and impgaour core technologies. Our
technology team is focused on the design and deredat of new features and products, maintenanoerofvebsites and development and
maintenance of our internal operations systems.

Competition

Since our inception, a substantial number of compegroup buying sites have emerged around thednadtémpting to replicate our
business model, from very small startups to sonthefargest companies in the world. Some of onngtitors offer deals as an add-on to their
core business, and others have adopted a busimekd similar to ours. As we expand our business aalditional categories such as Goods,
Getaways and Live, we also compete with onlinefithe merchant partners offering those same pectsland services. We also compete with
businesses that focus on particular merchant cagsgor markets, such as payment processing amd-pbsale products. In addition, we compete
with traditional offline coupon and discount seps¢as well as newspapers, magazines and othiomatimedia companies that provide coug
and discounts on products and services. We betliesprincipal competitive factors in our marketlirde the following:




e breadth of active customer base and merchant pagtagionships

¢ local focus and understanding of local businessis

« ability to structure deals to generate positivenebn investment for merchant partners;
e strength and recognition of bra

Although we believe we compete favorably on thedecdescribed above, we anticipate that largererastablished companies may
directly compete with us. Many of our current amdemtial competitors have longer operating hisgrggnificantly greater financial, technical,
marketing and other resources and larger custoassithan we do. These factors may allow our cotopeto benefit from their existing
customer base with lower acquisition costs or spoad more quickly than we can to new or emergiehriologies and changes in customer
requirements. These competitors may engage in extemsive research and development efforts, uridenere far-reaching marketing
campaigns and adopt more aggressive pricing psjieibich may allow them to build a larger subsaritese or to monetize that subscriber base
more effectively than we do. Our competitors mayedi@p products or services that are similar toproducts and services or that achieve greater
market acceptance than our products and servicesldition, although we do not believe that mertipayment terms are a principal competitive
factor in our market, they may become such a faatdrwe may be unable to compete effectively oh seiens.

Seasonality

We believe that some of our offerings experienesaseal buying patterns mirroring that of the larg@nsumer and e-commerce markets,
where demand declines during customary summerieaca¢riods and increases during the fourth quéadéday season. We believe that this
seasonality pattern has affected, and we expelctavitinue to affect, our business and quartertyueatial revenue growth rates.

Regulation

We are subject to a number of foreign and doméssiis and regulations that affect companies condgdiusiness on the Internet. As a
company in a new and rapidly innovating industrg, ave exposed to the risk that many of these lasysewolve, or be interpreted by regulator
in the courts in ways that could materially affeat business. These laws and regulations may ievalxation, unclaimed property content,
intellectual property, product liability, travelistribution, electronic contracts and other comroations, competition, consumer protection, the
provision of various online payment and point désservices, employee, merchant and customer prizad data security.

The Credit Card Accountability Responsibility an&osure Act of 2009 (the "CARD Act"), as well the laws of most states, contain
provisions governing gift cards, gift certificatstpred value or pre-paid cards or coupons (“giftls”). Groupon vouchers may be included wit
the definition of “gift cards” under many laws. addition, certain foreign jurisdictions have lawattgovern disclosure and certain product terms
and conditions, including restrictions on expiratétates and fees that may apply to Groupon vouaseweell as warranty requirements. There are
also a number of legislative proposals pendingrieettre U.S. Congress, various state legislativeédsaahd foreign governments that could affect
us, and our global operations may be constrainegdpylatory regimes and laws in Europe and othisdictions outside the United States that
may be more restrictive and adversely impact oginass.

Various US laws and regulations, such as the Baake8y Act, the Dodd-Frank Act, the USA PATRIOT Aand the CARD Act impose
certain anti-money laundering requirements on congsathat are financial institutions or that previthancial products and services. These laws
and regulations broadly define financial institnsdo include money services businesses such asymi@msmitters, check cashers, and sellers or
issuers of stored value. Requirements imposednamdial institutions under these laws include austoidentification and verification programs,
record retention policies, and procedures and aitn reporting. We do not believe that we armarfctial institution subject to these laws and
regulations.




Intellectual Property

We protect our intellectual property rights by metyon federal, state and common law rights, a$ agetontractual restrictions. We
control access to our proprietary technology bgeng) into confidentiality and invention assignmagteements with our employees and
contractors, and confidentiality agreements wittdtparties.

In addition to these contractuahagements, we also rely on a combination of temieets, copyrights, trademarks, service markdetra
dress, domain names and patents to protect ollectteal property. As of December 31, 2012, Groupad its related entities owned
approximately 337 trademarks and servicemarkstergid or pending in approximately 68 countriesluding protection of trademarks related to
GROUPON, the GROUPON logo, other GROUP@dimative marks and other marks. Groupon also asasmber of other source indicators
which it believes are protectable. In additionphBecember 31, 2012, we owned a number of issu8d patents, had additional pending patent
applications, and owned copyright registrations.

Circumstances outside our contoaild pose a threat to our intellectual propertitsg For example, effective intellectual property
protection may not be available in the United Stateother countries in which we operate. Also,dfierts we have taken to protect our
proprietary rights may not be sufficient or effeeti Any significant impairment of our intellectyadoperty rights could harm our business or our
ability to compete. Also, protecting our intelleatproperty rights is costly and time-consumingyAmauthorized disclosure or use of our
intellectual property could make it more expensiveo business and harm our operating results.

Companies in the Internet, sociatiim technology and other industries may own latgabers of patents, copyrights and trademarks or
other intellectual property rights and may requieshse agreements, threaten litigation or fil¢ against us based on allegations of infringement
or other violations of intellectual property right¥e are currently subject to, and expect to fadhé future, lawsuits and allegations that we have
infringed the intellectual property rights of thipdrties, including our competitors and non-praagjentities. As we face increasing competition
and as our business grows, we will likely face ndeéms of infringement, and may experience an estveesult which could impact our business
and/or our operating results.

Employees

As of December 31, 2012, we had 3,212 employeesriiNorth America segment, consisting of 1,151sedpresentatives and 2,061
corporate, operational, and customer service reptagves, and 8,182 employees in our Internatiseginent, consisting of 3,526 sales
representatives and 4,656 corporate, operationdlcastomer service representatives.

Officers

The following table sets forth information about officers as of December 31, 2012:

Name Age Position

Andrew D. Mason 32 Co-Founder, Chief Executive Officer and Director
Jason E. Child 44 Chief Financial Officer

Jeffrey Holden 44 Senior Vice President- Product Management

Kal Raman 44 Chief Operating Officer

David R. Schellhase 49 General Counsel

Brian C. Stevens 38 Chief Accounting Officer

Brian K. Totty 46 Senior Vice President-Engineering and Operations

Andrew D. Masoiis a co-founder of the Company and has servedeSluef Executive Officer and a director since meption. In
2007, Mr. Mason cefounded ThePoint, a web platform that enables ugeomote collective action to support socialyaational and civi
causes, from which Groupon evolved. Prior tefoonding ThePoint, Mr. Mason worked as a computegmammer with InnerWorkings, Ir
(NASDAQ: INWK). Mr. Mason received his Bachelor Afts from Northwestern University. Mr. Mason bringsour Board the perspective :
experience as one of our founders and as ChiefufixecOfficer. Mr. Mason was elected to the Boatdspant to voting rights granted to
former holders of our common stock and preferred
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stock under our voting agreement, which terminated result of our initial public offering.

Jason E. Childhas served as our Chief Financial Officer sincedbdzer 2010. From March 1999 through December 2At0Child helc
several positions with Amazon.com, Inc. (NASDAQ: EZM), including Vice President of Finance, Internatl from April 2007 to Decemt
2010, Vice President of Finance, Asia from July@@®July 2007, Director of Finance, Amazon Germfayn April 2004 to July 2006, Direct
of Investor Relations from April 2003 to April 200Birector of Finance, Worldwide Application Softweafrom November 2001 to April 20(
Director of Finance, Marketing and Business Dewvelept from November 2000 to November 2001 and Gl@adtroller from October 1999
November 2000. Prior to joining Amazon.com, Mr. l@hépent more than seven years as a C.P.A. andsaltiog manager at Arthur Anders
Mr. Child received his Bachelor of Arts from thesfer School of Business at the University of Wagtan.

Jeffrey Holderhas served as our Senior Vice President-ProducalyEment since April 2011. In 2006, Mr. Holdenfoanded Pelag
Inc. and served as its Chief Executive Officer luBtioupon acquired Pelago in April 2011. Prior tefounding Pelago, Mr. Holden held sewvi
positions at Amazon.com, Inc. (NASDAQ: AMZN), indimg Senior Vice President, Worldwide Discoverynfr March 2005 to January 20
Senior Vice President, Consumer Applications, fedpril 2004 to March 2005, Vice President, Consumpplications, from April 2002 to Apr
2004, and Director, Automated Merchandising anc®isry from February 2000 to April 2002. Mr. Holdined Amazon.com in May 1997
Director, Supply Chain Optimization Systems. Mr.ldtm received his Bachelor of Science and MasteSadnce degrees in Computer Scit
from the University of lllinois at Urbar&hampaign.

Kal Raman(also known as Kalyanaraman Srinivasan) joinedCipany in May 2012 as its Senior Vice PresidenigAcas, in August
2012 was promoted to Senior Vice President, Gl@gdrations, and then subsequently had his titlagéhto Chief Operating Officer. Mr.
Raman previously worked for Ebay, Inc., first aasultant from December 2011 to March 2012 and #Vice President, Global Fulfillment
during April 2012. Prior to that, Mr. Raman wase tBhief Executive Officer of KUE Digital, a compathat was wholly owned by Knowledge
Universe Education LLC, from October 2006 to Febyi2D07, and then KUE Digital was subsequently neeé and incorporated as Global
Scholar, an enterprise education software comparisgbruary 2007 and Mr. Raman served as the Exietutive Officer of Global Scholar fro
its inception until September 2011. Mr. Raman therved as a consultant to Global Scholar frome3eiper 2011 until February 2012. Mr.
Raman has also served as Chief Executive Offic@rofstore.com and as an executive at Amazon.awomghrlier in his career.

David R. Schellhasbas served as our General Counsel since June Eodrh March 2010 to May 2011, Mr. Schellhase serag
Executive Vice President, Legal of salesforce.cmm, (NYSE: CRM). From December 2004 to March 2080, Schellhase served as the Se
Vice President and General Counsel of salesforoe.emd he served as Vice President and Generals€bafsalesforce.com from July 200:
December 2004. From December 2000 to June 20025 éhellhase was an independent legal consultandatidred a treatise entitled Corpo
Law Department Handbook. Previously, he served ase@l Counsel at Linuxcare, Inc., The Vantive ©oafion and Premenos Technol
Corp. Mr. Schellhase received a Bachelor of AsnfilColumbia University and a Juris Doctor from Gaktuniversity.

Brian C. Stevenbas served as our Chief Accounting Officer sincpt&aber 2012. Mr. Stevens spent 16 years with KAMB8, mos
recently as an audit partner from October 2007utiincAugust 2012. Mr. Stevens spent five years iM% Department of Professional Prac
(April 2003 to June 2006 and July 2008 to June 2@t@ was a practice fellow at the Financial AcamgnStandards Board from July 2(
through June 2008. Mr. Stevens received his Baclo¢lScience from the University of lllinois at Wrba-Champaign.

Brian K. Totty,Ph.D., served as our Senior Vice Presidemgineering and Operations since November 2010rasigned from thi
position in January 2013. Dr. Totty was the Chigk&utive Officer of Ludic Labs, Inc., a startup wume developing a new class of softw
applications from January 2006 through November728@e acquired Ludic Labs in November 2010. Driyfaiso was a céeunder and Seni
Vice President of Research and Development of mk@orporation from February 1996 to August 2002. Totty received his Ph.D. in compt
science from the University of lllinois at Urbar@hampaign, his Master of Public Administration fradarvard's Kennedy School and
Bachelor of Science from the Massachusetts InetittiTechnology.

Available Information
The Company electronically files reports with tHeCS The public may read and copy any materialCibvpany has filed with the SEC
at the SEC’s Public Reference Room at 100 F SteEt, Washington, D.C. 20549. The public may abtaformation on the operation of the

Public Reference Room by calling the SEC at 1-8BE@-8330. In addition, the SEC maintains an Interrtet Giww.sec.gov) that contains repc
proxy and information statements, and other infdioma
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regarding issuers that file electronically with ®EC. Copies of the Company’s Annual Report on FborK, Quarterly Reports on Form 10-Q
and Current Reports on Form 8-K and amendmentsosetreports filed or furnished pursuant to Secti®fa) or 15(d) of the Securities Exchange
Act of 1934 are also available free of charge thiothe Company’s website (www.groupon.com), as smoreasonably practicable after
electronically filing with or otherwise furnishirguch information to the SEC, and are availableiimt po any stockholder who requests it. The
Company's Code of Conduct, Corporate GovernancdeBués and committee charters are also postedeosite.

ITEM 1A: RISK FACTORS

Our business, prospects, financial condition, opiataresults and the trading price of our Class énsmon stock could be materic
adversely affected by any of these risks, as wgetither risks not currently known to us or thateuerently consider immaterial. In assessing
risks described below, you should also refer todtieer information contained in this Annual Repornt Form 10K, including Part II, Iltem 7
Management's Discussion and Analysis of Financ@dition and Results of Operations ("MD&A") and ttensolidated financial statements
the related notes in Part Il, Item 8. Financial tetaents and Supplementary Data of this Annual RepoForm 10-K.

Risks Related to Our Business
Our revenue and operating results may continue ®\mlatile.

Our revenue and operating results will continugdry from quarter to quarter due to the rapidlylewg nature of our business. We beli
that our revenue growth and ability to achieve araihtain profitability will depend, among other faxs, on our ability to:

. acquire new customers and retain existing custg

. attract new merchant partners and retain existiaghant partners who wish to offer deals throughstile of Groupor

. effectively address and respond to challengest@mational markets, particularly in Eurc

. expand the number, variety and relevance ofystsdand deals we offer, particularly as we attempuild a more complete local

marketplace;

. increase the awareness of our brand domesticadlyra@rnationally

. provide a superior customer service experiencedoicustomers and merchant partr

. respond to changes in consumer and merchant aocasd use of the Internet and mobile devices
. react to challenges from existing and new compst

Our strategy to become a complete local commerceketplace may not be successful and may exposeusltlitional risks.

One of our key objectives is to expand upon ouditi@al daily deals business by building out a enextensive local commel
marketplace. This strategy has required us to éesignhificant resources to attracting and retaimm@chant partners who are willing to run d
on a continuous basis with us in order to buildgaificant inventory for our customers, as wellcasitinuing management focus and attention
have accepted, and expect to continue to accefdywer percentage of the gross billings from someoof merchants as we expand
marketplace. If we are not successful in pursuirig abjective, our business, financial position eeglilts of operations could be harmed.

If we are unable to successfully respond to changethe market, our business could be harmt

Our business grew rapidly in prior periods as manthand consumers have increasingly used our tpéake. However, this is a new mal
which we created in late 2008 and which has opératea substantial scale for only a limited peraddime. Given the limited history, we
constantly evolving our strategy and may not alwhgssuccessful in doing so. For example, we expegeg a decline in revenue from
International segment in the fourth quarter of 2G2compared to the fourth quarter of 2011. Weetiat the market will evolve in ways wh
may be difficult to predict. For example, we beédhat in some
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of our markets, including North America, investmgeim new customer acquisition are less productngethe continued growth of our revenue
require more focus on increasing or maintainingrette at which our existing customers purchase @ros and our ability to expand the nun
and variety of deals that we offer. It is also jaissthat merchant partners or customers coulddbyodetermine that they no longer believe in
value of our current services or marketplace. lakient of these or any other changes to the marketcontinued success will depend on
ability to successfully adjust our strategy to ntbet changing market dynamics. If we are unablsuttcessfully adapt to changes in our mar
our business, financial condition and results @rapions could suffer a material negative impact.

Our international operations are subject to increed challenges, and our inability to adapt to theriel commercial and regulatory landscay
of our international markets may adversely affeairdbusiness.

Our ability to grow our business in our internaibmarkets requires management attention and res®wnd requires us to localize
services to conform to a wide variety of local atdis, business practices, laws and policies. Tiferelnt commercial and Internet infrastructur
other countries may make it more difficult for asréplicate our business model, as we have exmerkeim our European markets in particula
many countries, we compete with local companiesuhderstand the local market better than we dd ves may not benefit from first-torarke
advantages. We are subject to risks of doing basimgernationally, including the following:

. our ability to maintain merchant partner andtooeer satisfaction such that our marketplace witit;ue to attract high quality
merchant partners and

. our ability to successfully respond to macroexnit challenges, including by optimizing our de&k it take into account consumer
preferences at a particular point in time;

. strong local competitors, many of whom have beghémmarket longer than |
. different regulatory requirements, includingukgion of gift cards and coupon terms, Internetises, professional selling, distance

selling, bulk emailing, privacy and data protectibanking and money transmitting, that may limipogvent the offering of our
services in some jurisdictions or limit our abilityenforce contractual obligations;

. difficulties in integrating with local paymentqviders, including banks, credit and debit cartivoeks and electronic funds transfer
systems;

. different employee/employer relationships and tkistence of workers' councils and labor uni

. shorter payment cycles, different accounting pcastiand greater problems in collecting accountsivable

. higher Internet service provider co

. seasonal reductions in business acti

. expenses associated with localizing our produttuding offering customers the ability to transbusiness in the local currency;
and

. differing intellectual property law

We are subject to complex foreign and U.S. laws erglilations that apply to our international opers, including data privacy a
protection requirements, the Foreign Corrupt PeastiAct and similar local laws prohibiting certpgiyments to government officials, banking
payment processing regulations, and abptnpetition regulations, among others. The costahplying with these various and someti
conflicting laws and regulations is substantial. Wé&ve implemented policies and procedures to ertsumpliance with these laws and regulati
however, we cannot assure you that our employees,actors, or agents will not violate our polici€hanging laws, regulations and enforcer
actions in the U.S. and the rest of the world cdwddn our business.

If, as we continue to expand internationally, we anable to successfully replicate our businessetraake to these and other commercial
regulatory constraints in our international markets business may be adversely affected.
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Our financial results will be adversely affectedfe are unable to execute on our marketing strategy

We have historically focused our marketing spenctwstomer acquisition, and during 2012 we have begualso focus on activating n
customers and retaining existing customers. If assumptions regarding our marketing efforts andteggies prove incorrect, our ability
generate profits from our investments in new custoatquisitions may be less than we have assumesludh case, we may need to incr
expenses or otherwise alter our strategy and sultseof operations could be negatively impacted.

An increase in the costs associated with maintaigiour international operations could adversely afteour results of operations

Certain factors may cause our international costbomg business to exceed our comparable codioith America. For example, in so
countries, expansion of our business may requalese commercial relationship with one or more ld@nks, a shared ownership interest w
local entity or registration as a bank under Ideal. Such requirements may reduce our revenuegdser our costs or limit the scope of
activities in particular countries.

Further, because our international revenue is deraied in foreign currencies, we could become sulifeincreased difficulties in collecti
accounts receivable and repatriating money wittamiterse tax consequences and increased risksngelatiforeign currency exchange |
fluctuations. Further, we could be subject to thpliaation of U.S. tax rules to acquired internatiboperations and local taxation of our fees |
transactions on our websites.

We conduct portions of certain functions, includpr@duct development, customer support and otheratipns, in regions outside of N¢
America. Any factors which reduce the anticipatedddits, including cost efficiencies and produggiviimprovements, associated with provic
these functions outside of North America, includingreased regulatory costs associated with oernational operations, could adversely a
our business.

If we fail to retain our existing customers or ac@re new customers, our revenue and business wilhiaemed.

We must continue to retain and acquire custometspthrchase Groupons in order to increase revemi@ehieve consistent profitability.
our customer base continues to evolve, it is ptessitat the composition of our customers may changemanner that makes it more difficul
generate revenue to offset the loss of existingoousrs and the costs associated with acquiringrataining customers. If customers do
perceive our Groupon offers to be attractive owd fail to introduce new and more relevant deals, may not be able to retain or acq
customers at levels necessary to grow our busaresgrofitability. If we are unable to acquire neuwstomers who purchase Groupons in nun
sufficient to grow our business and offset the nenmtf existing active customers that cease to @selGroupons, the revenue we generate
decrease and our operating results will be advweedtdcted.

Our future success depends upon our ability to ietand add high quality merchant partners.

We depend on our ability to attract and retain fimant partners that are prepared to offer producservices on compelling terms through
marketplace and provide our customers with a greperience. We do not have lotegm arrangements to guarantee the availabilityeafls the
offer attractive quality, value and variety to @mers or favorable payment terms to us. In additibmwe are unsuccessful in our efforts
introduce services to merchants as part of our lo@@merce operating system, we will not experieaa®rresponding growth in our merct
pool sufficient to offset the cost of these initias. We must continue to attract and retain mercipartners in order to increase revenue
profitability. If new merchants do not find our rkating and promotional services effective, or ifsikg merchant partners do not believe
utilizing our services provides them with a lomgm increase in customers, revenue or profitsy timay stop making offers through 1
marketplace. In addition, we may experience attriin our merchant partners in the ordinary cowfsbusiness resulting from several fact
including losses to competitors and merchant partf@sures or bankruptcies. If we are unable teaetttnew merchant partners in numl
sufficient to grow our business, or if too many atemt partners are unwilling to offer products ervices with compelling terms through
marketplace or offer favorable payment terms tougsmay sell fewer Groupons and our operating tesuill be adversely affected.

If our efforts to market, advertise and promotedoicis and services from our existing merchant pastare not successful, or if our exis
merchant partners do not believe that utilizing senvices provides them with a lotgrm increase in customers, revenue or profitsmag not b
able to retain or attract merchant partners inigefit numbers to grow our business or we may haired to incur significantly higher market
expenses or reduce margins in order to attractmevechant partners. A significant increase in mentipartner attrition or decrease in mercl
partner growth would have an adverse effect orbasmess, financial condition and results of openat
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We may incur losses in the future as we expand business.

We had an accumulated deficit of $753.5 millioncisDecember 31, 2012 We anticipate that our profitability will be imgd as w
continue to invest in our growth, through increaspdnding in some areas and through accepting er Iparcentage of the proceeds from
deals, as we attempt to add more merchant patimexs marketplace. These efforts may prove mdifedit than we currently anticipate, and
may not succeed in realizing the benefits of thefiarts in a short time frame, or at all. Many ofr @fforts to generate revenue from our busi
are new and unproven, and any failure to increaseavenue could prevent us from attaining or iasieg our profitability. We cannot be cert
that we will be able to attain or increase profligbon a quarterly or annual basis. If we are hieato effectively manage these risks
difficulties as we encounter them, our businesgrfcial condition and results of operations mafesuf

We operate in a highly competitive industry withiadvely low barriers to entry, and must competecsassfully in order to grow our business.

We expect competition in @@mmerce generally, and group buying in particutacontinue to increase. A substantial numbemroéig buying
sites that attempt to replicate our business mbdge emerged around the world. In addition to stmmpetitors, we expect to increasir
compete against other large businesses who offds damilar to ours as an add-to their core business. We also expect to coenggainst oth
Internet sites that serve niche markets and interés some of our categories, such as goods,|teangeentertainment, we compete against r
larger companies who have more resources and is@milfy larger scale. In addition, we compete withditional offline coupon and discoi
services, as well as newspapers, magazines andt@titional media companies who provide couparba@iscounts on products and services.

We believe that our ability to compete successfddipends upon many factors both within and beyamaontrol, including the following:

. the size and composition of our customer base l@dumber of merchant partners we fea

. the timing and market acceptance of deals wer gificluding the developments and enhancementose deals offered by us or our
competitors;

. customer and merchant service and support el

. selling and marketing effor

. ease of use, performance, price and reliabilityesfiices offered either by us or our competi

. our ability to generate large volumes of salesti@aarly with respect to goods and travel de

. our ability to coseffectively manage our operations;

. our reputation and brand strength relative to aunpetitors

Many of our current and potential competitors hkoreger operating histories, significantly greateahcial, marketing and other resoul
and larger customer bases than we do. These fantmysallow our competitors to benefit from theiisting customer base with lower custo
acquisition costs or to respond more quickly thanoan to new or emerging technologies and chamgesnsumer habits. These competitors
engage in more extensive research and developrffertseundertake more faeaching marketing campaigns and adopt more aggeesscing
policies, which may allow them to build larger @mser bases or generate revenue from their custbasss more effectively than we do.
competitors may offer deals that are similar to deals we offer or that achieve greater market@aoee than the deals we offer. This c
attract customers away from our websites and agjics, reduce our market share and adversely ingpagross margin. We also have seen
some competitors will accept lower margins, or i@gamargins, to attract attention and acquire mestomers. If competitors engage in gt
buying initiatives in which merchants receive ahag percentage of the revenue than we currentigr,offfe may be forced to pay a hig
percentage of the gross proceeds from each Groagddrthan we currently offer, which may reduce mwenue. In addition, we are depender
some of our existing or potential competitors fanber advertisements and other marketing initiatieeacquire new customers. Our abilit
utilize their platforms to acquire new customerg/rha adversely affected if they choose to competeerdirectly with us or prevent us from us
their services.
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If we are unable to maintain favorable terms wituomerchant partners, our revenue may be adversafgcted.

The success of our business depends in part oralality to retain and increase the number of memthmartners who use our serv
particularly as we continue to grow our marketpla@errently, when a merchant partner works withousffer a deal for its products or service
receives an agreagpon percentage of the total proceeds from eachgdrosold, and we retain the rest. If merchantngastdecide that utilizir
our services no longer provides an effective madrattracting new customers or selling their goads services, they may demand a hi
percentage of the total proceeds from each Grogpth In addition, as part of our strategy to graw merchant partner base, we have
accepting a lower percentage of the total procémas each Groupon sold in some instances. Thisdcadlersely affect our revenue and g
profit.

In addition, we expect to face increased competifimm other Internet and technolobgsed businesses. We also have seen that
competitors will accept lower margins, or negatiwargins, to attract attention and acquire new custs. If competitors engage in group bu
initiatives in which merchants receive a highercpatage of the revenue than we currently offeif we target merchants who will only agret
run deals if they receive a higher percentage ®ptioceeds, we may be forced to take a lower ptxgerof the gross billings.

Our operating cash flow and results of operationsutd be adversely impacted if we change our merchpayment terms or our revenue dc
not continue to grow.

Our merchant payment terms and revenue growth paéded us with operating cash flow to fund ourkwg capital needs. Our merch
partner arrangements are generally structured thattwe collect cash up front when our customershmse Groupons and make payments t
merchant partners at a subsequent date, eitheffisadaschedule or upon redemption by customers.cWeently pay our merchant partners u
redemption in many deals in our International mewkéut we may continue to move toward offering mpepts on a fixed schedule in th
markets. Our accrued merchant and supplier payzddence increased from $520.7 million as of Decerfihe 2011 to $671.3 millioms o
December 31, 2012We use the operating cash flow provided by ourchient payment terms and revenue growth to fundwaarking capite
needs. If we offer our merchant partners more falvier or accelerated payment terms or our revenas dot continue to grow in the future,
operating cash flow and results of operations cdddadversely impacted and we may have to seefnatiee financing to fund our workii
capital needs.

We purchase and sell some products from indiregpgliers, which increases our risk of litigation andther losses.

We source merchandise both directly from brand esvaed indirectly from retailers and third partgtdbutors, and we often take title to
goods before we offer them for sale to our custem@&y selling merchandise sourced from partiegrothan the brand owners, we are subje
an increased risk that the merchandise may be dadr@gnonauthentic, which could result in potential liakyjiliinder applicable laws, regulatic
agreements and orders, and increase the amouetioied merchandise. In addition, brand owners talagy legal action against us, which eve
we prevail could result in costly litigation, geatr bad publicity for us, and have a material agv@npact on our business, financial condition
results of operations.

We are subject to inventory management and orddfilftment risk as a result of our Goods category.

We purchase much of the merchandise that we affesdle to our customers. The demand for prodwartscbhange for a variety of reasc
including customer preference, quality, seasonadityl the perceived value from customers of puingabe product through us. In addition,
is a new business for us, and therefore we haireied historical basis upon which to predict casés demand for the products. If we are un
to adequately predict customer demand and effigienanage our inventory, we could either have atesx or a shortage of inventory, eithe
which would have a material adverse effect on asiriess.

Purchasing the goods ourselves prior to the sale mkeans that we will be required to fulfill ordens an efficient and costffective basit
Many other online retailers have significantly kargnventory balances and therefore are able yoarlpast experience and economies of sci
optimize their order fulfillment. Delays or ineff@cies in our processes could subject us to aaditicosts, as well as customer dissatisfac
which would adversely affect our business.

The integration of our international operations witour North American technology platform may resuh business interruptions.
We currently use a common technology platform inarth America segment to operate our businessaamih the process of migrating
operations in our International segment to the splaigorm. Such changes to our technology platfarnd related software carry risks such as

overruns, project delays and business interruptomisdelays. If we experience a material busingssruption as a result of this process, it ¢
have a material adverse effect on our businesadial position and results of
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operations and could cause the market value o€@wmmon stock to decline.

We are involved in pending litigation and an adversesolution of such litigation may adversely affemur business, financial condition, resu
of operations and cash flows.

We are involved in litigation regarding, among otheatters, patent, securities and employment isdiiggation can be expensive, time-
consuming and disruptive to normal business operatiThe results of complex legal proceedings &enaincertain and difficult to predict. .
unfavorable outcome with respect to any of thesesliéts could have a material adverse effect onbuginess, financial condition, results
operations or cash flows. For additional informatiregarding these and other lawsuits in which veeilavolved, see Note TTommitments ar
Contingenciesto our consolidated financial statements.

An increase in our refund rates could reduce ougliidity and profitability.

Customers have the ability to receive a refunchefrtpurchase price upon the occurrence of spdodfients. As we increase our revenue
expand our product offerings, our refund rates ewaeed our historical levels. For example, as altre$ a shift in our deal mix and higher pr
point offers that began in the fourth quarter ofi20our refund rates became higher than histot@adls. A downturn in general econol
conditions may also increase our refund rates.n&rease in our refund rates could significantlyuour liquidity and profitability.

Because we do not have control over our merchamngra and the quality of products or services tthelver, we rely on a combination
our historical experience with each merchant parne online and offline research of customer mesief merchant partners for the developr
of our estimate for refund claims. Our actual lesktefund claims could prove to be greater thanlével of refund claims we estimate. If
refund reserves are not adequate to cover futdiendeclaims, this inadequacy could have a matathlerse effect on our liquidity a
profitability.

Our standard agreements with our merchant pargesrerally limit the time period during which we msgek reimbursement for custol
refunds or claims. Our customers may make claimgdfunds with respect to which we are unable &kseimbursement from our merch
partners. Our inability to seek reimbursement froom merchant partners for refund claims could haveadverse effect on our liquidity &
profitability.

The loss of one or more key members of our manageteam, or our failure to attract, integrate ancktain other highly qualified personnel |
the future, could harm our business.

We currently depend on the continued services anfibpnance of the key members of our management, teecluding Andrew Mason, o
Chief Executive Officer, Jason Child, our Chief &mgial Officer and Kal Raman, our Chief Operatinifig@r. Mr. Mason is one of our found:
and his leadership has played an integral roleuingsowth. The loss of key personnel, including kegmbers of management as well as
marketing, sales, product development and techggdegsonnel, could disrupt our operations and lzavadverse effect on our ability to grow
business. Moreover, many members of our manageanemew to our team or have been recently prontotedw roles.

Eric Lefkofsky is one of our founders and has sérag the Executive Chairman of our Board of Direscgince our inception. Although I
Lefkofsky historically has devoted a significant@mt of his time to Groupon, he is under no conitralcor other obligation to do so. The amc
of time devoted by Mr. Lefkofsky to the Company lsinished substantially. Mr. Lefkofsky dedicatesonsiderable portion of his time t
variety of other businesses, including Lightbankd,la private investment firm that Mr. Lefkofsky fminded with Bradley A. Keywell, one
our directors. Such investments may be in areaspiesent conflicts with, or involve businessested to, our operations. There can b
assurance that our business will not be adverdtdgtad as Mr. Lefkofsky devotes less time to ousibess in the future.

As we become a more mature company, we may findemruiting and retention efforts more challengitigve do not succeed in attracti
hiring and integrating excellent personnel, or iretey and motivating existing personnel, we may rm be able to manage our busit
effectively.

In our Payments business, we may be subject to gkeaack liability if our merchants refuse or cannatimburse chargebacks resolved in fa'
of their customers.

We have recently announced the laufi¢tagments, under which we provide payment proongssir merchants. If we process a payment
that is successfully disputed by the customerlatea date, the transaction is normally “chargeckb#o the merchant and the purchase price is
credited or otherwise refunded to the cardholdevel or our clearing bank is unable to collect santounts from the merchant's account, or if the
merchant refuses or is unable, due to closure,rbptdy or other
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reasons, to reimburse us for the chargeback, wethedoss for the amount of the refund paid todtelholder. Any chargebacks not paid by our
merchants may adversely affect our financial camdiand results of operations. In addition, if olearing bank terminates our relationship and
we are unable to secure a relationship with anatlearing bank, we would be unable to process patsne

We may be subject to additional unexpected regalativhich could increase our costs or otherwise haour business.

The application of certain laws and regulation§&toupons, as a new product category, is uncerfdiese include laws and regulations ¢
as the CARD Act, and, in certain instances, poddigtunclaimed and abandoned property laws. Intaadifrom time to time, we may be notifi
of additional laws and regulations which governraéaotganizations or others may claim should beiagple to our business. If we are require
alter our business practices as a result of ang kwd regulations, our revenue could decreasecasis could increase and our business ¢
otherwise be harmed. In addition, the costs anérmesgs associated with defending any actions retatedch additional laws and regulations
any payments of related penalties, judgments desggnts could adversely impact our profitabiliys we expand into new lines of business
new geographies, we will become subject to addilitaws and regulations.

We may have exposure to greater than anticipated|iabilities.

Our income tax obligations are based on our cotpasperating structure, including the manner inolthive develop, value, and use
intellectual property and the scope of our intdoratl operations. The tax laws applicable to otgrimational business activities, including the |
of the United States and other jurisdictions, arbjext to interpretation. The taxing authoritiestioé jurisdictions in which we operate n
challenge our methodologies for valuing developmghhology or intercompany arrangements, which couddease our worldwide effective -
rate and harm our financial position and resultspErations. In addition, our future income taxesld be adversely affected by greater earnin
jurisdictions that have higher statutory tax ratgschanges in the valuation of our deferred taetssand liabilities, or by changes in tax I
regulations, or accounting principles. We are suthje regular review and audit by both U.S. fedenad state and foreign tax authorities. .
adverse outcome of such a review or audit coulcelmwnegative effect on our financial position aeduits of operations. In addition,
determination of our worldwide provision for incortexes and other tax liabilities requires significaudgment by management, and there
many transactions where the ultimate tax deternainat uncertain. Although we believe that our resties are reasonable, the ultimate
outcome may differ from the amounts recorded infomancial statements and may materially affect fouancial results in the period or peri
for which such determination is made.

The enactment of legislation implementing changesthe U.S. taxation of international business adties or the adoption of other tax refor
policies could materially affect our financial pasbn and results of operation:

The current administration has made public statésniadicating that it has made international tahonm a priority, and key members of
U.S. Congress have conducted hearings and proposéte variety of potential changes. Certain chanigdJ.S. tax laws, including limitations
the ability to defer U.S. taxation on earnings m&of the United States until those earnings epatriated to the United States, could affec
tax treatment of our foreign earnings, as well @ashcand cash equivalent balances we currently aiaintitside of the United States. Due tc
large and expanding scale of our internationalriess activities, any changes in the U.S. taxatfosuoh activities may increase our worldw
effective tax rate and harm our financial positond results of operations.

The implementation of the CARD Act and similar séaaind foreign laws may harm our business and resuif operations.

It is not clear at this time, but Groupons may basidered gift cards, gift certificates, storedueatards or prepaid cards and there
governed by, among other laws, the CARD Act, amdestaws governing gift cards, stored value cards @upons. Other foreign jurisdictic
have similar laws in place, in particular Europ@aisdictions where the EuropeanMieney Directive regulates the business of electrombne
institutions. Many of these laws contain provisigmeverning the use of gift cards, gift certificate®red value cards or prepaid cards, inclu
specific disclosure requirements and prohibitiondimitations on the use of expiration dates argl ithposition of certain fees. For example
Groupons are subject to the CARD Act and are nduded in the exemption for promotional prograniss ipossible that the purchase va
which is the amount equal to the price paid for@reupon, or the promotional value, which is thd-ad value of the Groupon in excess of
price paid, or both, may not expire before therlate(i) five years after the date on which the @on was issued or the date on whict
customer last loaded funds on the Groupon if theu@on has a reloadable feature; (ii) the Groupstated expiration date (if any); or (iii) a le
date provided by applicable state law. We and s¢vaeerchant partners with whom we have partnereccarrently defendants in 16 purpol
class actions that have been filed in federal aa £ourt claiming that Groupons are subject ®©@ARD Act and various state laws goveri
gift cards and that the defendants have violatedehaws by issuing Groupons with expiration dated other restrictions. We are also
defendant to a purported class action in the Cangaliovince of Ontario in which
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similar violations of provincial legislation goveng gift cards are alleged. In the event that desermined that Groupons are subject to the C
Act or any similar state or foreign law or regutati and are not within various exemptions that tm@yvailable to Groupon under the CARD
or under some of the various state or foreign dlictons, our liabilities with respect to unredeeht@roupons may be materially higher than
amounts shown in our financial statements and wg lmeasubject to additional fines and penaltiesaddition, if federal or state laws require
the face value of Groupons have a minimum expingpieriod beyond the period desired by a merchamigrafor its promotional program, or
expiration period, this may affect the willingnegsmerchant partners to issue Groupons in jurigtfistwhere these laws apply.

If we are required to materially increase the estited liability recorded in our financial statementsith respect to unredeemed Groupons,
results from operations could be materially and aulsely affected.

In certain states and foreign jurisdictions, Graupmay be considered a gift card. Some of thesesséamd foreign jurisdictions include
cards under their unclaimed and abandoned profzavs/which require companies to remit to the gorent the value of the unredeemed bal
on the gift cards after a specified period of tiggenerally between one and five years) and imp@seia reporting and recoideeping
obligations. We do not remit any amounts relatiogutredeemed Groupons based on our assessmenpliabfe laws. The analysis of 1
potential application of the unclaimed and abandgu®perty laws to Groupons is complex, involvingamalysis of constitutional and statut
provisions and factual issues, including our refahip with customers and merchant partners andoteias it relates to the issuance and del
of a Groupon. In the event that one or more statdsreign jurisdictions successfully challenges pasition on the application of its unclain
and abandoned property laws to Groupons, or ifeitenates that we use in projecting the likelihaddsroupons being redeemed prove t
inaccurate, our liabilities with respect to unraded Groupons may be materially higher than the amsoghown in our financial statements. If
are required to materially increase the estimatdality recorded in our financial statements wiéspect to unredeemed gift cards, our net in
could be materially and adversely affected. Morepaesuccessful challenge to our position couldestitus to penalties or interest on unrepc
and unremitted sums, and any such penalties aesitesould have a further material adverse impaaiuwr net income.

Government regulation of the Internet and @mmerce is evolving, and unfavorable changes diui@ by us to comply with these regulatic
could substantially harm our business and resultfsoperations.

We are subject to general business regulationdeamsl as well as regulations and laws specificatlyegning the Internet and @mmerce
Existing and future regulations and laws could idg¢he growth of the Internet or other online s@si These regulations and laws may inv
taxation, tariffs, subscriber privacy, aspram, data protection, content, copyrights, distiiim, electronic contracts and other communicat
consumer protection, the provision of online paytregrvices and the characteristics and qualityeofises. It is not clear how existing le
governing issues such as property ownership, sal@®ther taxes, libel and personal privacy appthé Internet as the vast majority of these
were adopted prior to the advent of the Internet do not contemplate or address the unique issaissdr by the Internet or @mmerce. |
addition, it is possible that governments of onenare countries may seek to censor content availablour websites and applications or
even attempt to completely block our emails or asd® our websites. Adverse legal or regulatoryetigpments could substantially harm
business. In particular, in the event that we asdricted, in whole or in part, from operating inecor more countries, our ability to retair
increase our customer base may be adversely affaotwe may not be able to maintain or grow ouemee as anticipated.

New tax treatment of companies engaged in Intermetmmerce may adversely affect the commercial usewf services and our financi
results.

Due to the global nature of the Internet, it isgiole that various states or foreign countries natempt to regulate our transmissions or
sales, income or other taxes relating to our atizi Tax authorities at the international, fedestdte and local levels are currently reviewing
appropriate treatment of companies engaged indeterommerce. New or revised international, fedestake or local tax regulations may suk
us or our customers to additional sales, incomeather taxes. We cannot predict the effect of euregtempts to impose sales, income or «
taxes on commerce over the Internet. New or reviaees and, in particular, sales taxes, VAT andlaintaxes would likely increase the cos
doing business online and decrease the attrac8genfeadvertising and selling goods and services the Internet. New taxes could also cr
significant increases in internal costs necessapapture data, and collect and remit taxes. Arthe$e events could have an adverse effect ¢
business and results of operations.

Failure to comply with federal, state and internatial privacy laws and regulations, or the expansiaf current or the enactment of ne
privacy laws or regulations, could adversely affeetr business

A variety of federal, state and international laamsl regulations govern the collection, use, redengharing and security of
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consumer data. The existing priva®lated laws and regulations are evolving and stilie potentially differing interpretations. In atidn,
various federal, state and foreign legislative eggllatory bodies may expand current or enact @svs regarding privacy matters. For exan
recently there have been Congressional hearingsnanebsed attention to the capture and use ofitoehased information relating to user:
smartphones and other mobile devices. We have ¢pppsieacy policies and practices concerning théectibn, use and disclosure of subsct
data on our websites and applications. Severatrietecompanies have incurred substantial pendibie&iling to abide by the representati
made in their privacy policies and practices. Idition, several states have adopted legislationrgguires businesses to implement and mai
reasonable security procedures and practices tegireensitive personal information and to providéce to consumers in the event of a sec
breach. Any failure, or perceived failure, by usctomply with our posted privacy policies or withyatiatarelated consent orders, Federal T
Commission requirements or orders or other fedstate or international privacy or consumer pravectelated laws, regulations or industry self-
regulatory principles could result in claims, predmgs or actions against us by governmental estitr others or other liabilities, which ca
adversely affect our business. In addition, a feilar perceived failure to comply with industryredards or with our own privacy policies :
practices could result in a loss of subscribersierchant partners and adversely affect our busiesteral, state and international governm
authorities continue to evaluate the privacy imgtiens inherent in the use of third party web "deskfor behavioral advertising. The regula
of these cookies and other current online advagipractices could adversely affect our business.

We may suffer liability as a result of informatioretrieved from or transmitted over the Internet amthims related to our service offerings.

We may be, and in certain cases have been, suedefamation, civil rights infringement, negligenqeatent, copyright or tradem:
infringement, invasion of privacy, personal injuproduct liability, breach of contract, unfair coetition, discrimination, antitrust or other le
claims relating to information that is publishedneade available on our websites or service offeriwg make available (including provision o
application programming interface platform for thparties to access our website, mobile devicecEnand geolocation applications). This ris
enhanced in certain jurisdictions outside the Whisates, where our liability for such third paagtions may be less clear and we may be
protected. In addition, we could incur significaosts in investigating and defending such claimenef we ultimately are not found liable. If
of these events occurs, our net income could benmafly and adversely affected.

We are subject to risks associated with informatimseminated through our websites and applicatioskiding consumer data, content
is produced by our editorial staff and errors orismions related to our product offerings. Such rimfation, whether accurate or inaccurate,
result in our being sued by our merchant partrerbscribers or third parties and as a result ougmge and goodwill could be materially
adversely affected.

Our business depends on our ability to maintain aschle the network infrastructure necessary to send emails and operate our websites ¢
mobile applications, and any significant disruptioim service on our email infrastructure, websites applications could result in a loss
subscribers, customers or merchant partne

Subscribers access our deals through our websitgsmbile applications. Our reputation and ability acquire, retain and serve
subscribers and customers are dependent upon lthbleeperformance of our websites and mobile appilbns and the underlying netw
infrastructure. As our subscriber base and the amolinformation shared on our websites and appbas continue to grow, we will need
increasing amount of network capacity and compugiogzer. We have spent and expect to continue todspebstantial amounts on data cer
and equipment and related network infrastructutesiadle the traffic on our websites and applicatidrhe operation of these systems is expe
and complex and could result in operational fadute the event that our subscriber base or thauatf traffic on our websites and applicati
grows more quickly than anticipated, we may be ireguto incur significant additional costs. Intgstions in these systems, whether due to sy
failures, computer viruses or physical or electtdmieakins, could affect the security or availability afrovebsites and applications, and pre
our subscribers from accessing our services. Atanbal portion of our network infrastructure isshed by third party providers. Any disruptior
these services or any failure of these providetsatodle existing or increased traffic could sigrafitly harm our business. Any financial or o
difficulties these providers face may adverselyeetffour business, and we exercise little contra@rahese providers, which increases
vulnerability to problems with the services theywde. If we do not maintain or expand our netwamkrastructure successfully or if \
experience operational failures, we could loseentrand potential subscribers and merchant partwéish could harm our operating results
financial condition.

We may be subject to breaches of our informatiosheology systems, which could harm our relationshigvith our customers and merche
partners, subject us to negative publicity anddgition, and cause substantial harm to our busine

Our business model requires us to obtain confidemiformation about our customers and merchantnpes, including names, en
addresses and credit card and other payment acicdormhation. Because of our high profile and theoaint of
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customer information that we store, we may be ahareased risk of attacks on our system, notwathding the fact that we have invested hei
in systems to protect such information.

We, like other esommerce businesses, use encryption and authémic@ichnology to help provide the security andhantication t
effectively secure transmission of confidentialommation, including credit card numbers. While #héschniques are effective in maintair
confidentiality, we cannot guarantee that this iévent all potential breaches of our systemuiliclg by means of technologies developed
bypass these securities measures. In additionideuparties may attempt to fraudulently induce exygés, merchant partners or custome
disclose sensitive information in order to gainesscto our information or our merchant partnergustomers’ information.

Because the techniques used to gain access tabotage, systems often are not recognized unticlaed against a target, we may be ur
to anticipate the correct methods necessary t;mdedgainst these types of attacks. Any breactheopérceived threat of a breach, could caus
customers and merchant partners to cease doingdsgswith us, subject us to lawsuits, regulatarggior other action or liability, which wol
harm our business, financial condition and refltgperations.

We may not be able to adequately protect our irgtetilial property rights or may be accused of infring intellectual property rights of thir
parties.

We regard our subscriber list, trademarks, semviaeks, copyrights, patents, trade dress, tradetse@roprietary technology, merchant |
subscriber lists, sales methodology and similalliectual property as critical to our success, @wedely on trademark, copyright and patent
trade secret protection and confidentiality andimense agreements with our employees and othepsdi@ct our proprietary rights. Effect
intellectual property protection may not be avd#ah every country in which our deals are maddlabke. We also may not be able to acquir
maintain appropriate domain names or trademarkd countries in which we do business. Furthermoggulations governing domain hames
not protect our trademarks and similar proprietégits. We may be unable to prevent third parttemifacquiring and using domain names
are similar to, infringe upon or diminish the valfeour trademarks and other proprietary rights. M&y be unable to prevent third parties f
using and registering our trademarks, or trademidudésare similar to, or diminish the value of, tnademark in some countries.

We may not be able to discover or determine thergxdf any unauthorized use of our proprietary tegiThird parties that license «
intellectual property rights also may take actitimst diminish the value of our proprietary rightsreputation. The protection of our intellect
property may require the expenditure of significinancial and managerial resources. Moreover,stieps we take to protect our intellec
property may not adequately protect our rightsrevent third parties from infringing or misapprading our proprietary rights. We are curre
subject to multiple lawsuits and disputes relateaur intellectual property and service offeringge may in the future be subject to additic
litigation and disputes. The costs of engaging unhslitigation and disputes are considerable, dredet can be no assurances that favo
outcomes will be obtained.

We are currently subject to third party claims thet infringe their proprietary rights or trademagksd expect to be subject to additic
claims in the future. Such claims, whether or na@fritorious, may result in the expenditure of sigaift financial and managerial resour
injunctions against us or the payment of damagessbyVe may need to obtain licenses from thirdigemvho allege that we have infringed t
rights, but such licenses may not be availableeoms acceptable to us or at all. These risks haea mplified by the increase in third pai
whose sole or primary business is to assert saiimns!

Our business depends on a strong brand, and if we aot able to maintain and enhance our brand, drwe receive unfavorable mec
coverage, our ability to expand our base of custesnand merchant partners will be impaired and ouudiness and operating results will
harmed.

We believe that the brand identity that we haveettped has significantly contributed to the sucadssur business. We also believe
maintaining and enhancing the "Groupon" brand iticaf to expanding our base of customers and nacpartners. Maintaining and enhant
our brand may require us to make substantial invests and these investments may not be succeBsfu. fail to promote and maintain t
"Groupon" brand, or if we incur excessive expengethis effort, our business, operating results &indncial condition will be materially al
adversely affected. We anticipate that, as our stadecomes increasingly competitive, maintaining @mhancing our brand may becc
increasingly difficult and expensive. Maintainingdaenhancing our brand will depend largely on duilitg to be a group buying leader anc
continue to provide reliable, trustworthy and hegrality deals, which we may not do successfully.

We receive a high degree of media coverage ardumavorld. Unfavorable publicity or consumer percaaptof our websites, applicatiol
practices or service offerings, or the offeringsof merchant partners, could adversely affectreputation, resulting in difficulties in recruitiy
decreased revenue and a negative impact on theanumfibmerchant partners we feature and the sizeuofcustomer base, the loyalty of
customers and the number and variety of deals fee efch day. As a result, our business,
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financial condition and results of operations cduédmaterially and adversely affected.
Acquisitions, joint ventures and strategic investnte could result in operating difficulties, dilutio and other harmful consequence

We have in the past acquired a number of compaWiesexpect to continue to evaluate, consider atenpially consummate a wide array
potential strategic transactions, including acdiss and dispositions of businesses, joint vestutechnologies, services, products and
assets and minority investments. We may not rethieenticipated benefits of any or all of our @sfjions and investments, or we may not re:
them in the time frame expected. In addition, titegration of an acquisition could divert managet'seime and the company's resources. |
pay for an acquisition or a minority investmentcash, it would reduce our cash available for opmmator cause us to incur debt, and if we
with our stock it could be dilutive to our stocktiets. Additionally, we do not have the ability teee control over our joint ventures and minc
investments, and therefore we are dependent onsatherder to realize their potential benefits.

Our business may be subject to seasonal salesdltodns which could result in volatility or have aadverse effect on the market price of «
common stock.

Our business, like that of our merchant partney be subject to some degree of sales seasorfditthe growth of our business stabili:
these seasonal fluctuations may become more evi8easonality may cause our working capital caslv fequirements to vary from quarte
quarter depending on the variability in the voluamel timing of sales. These factors, among othegthimake forecasting more difficult and r
adversely affect our ability to manage working ¢apand to predict financial results accuratelyjolihcould adversely affect the market pric
our common stock.

Failure to deal effectively with fraudulent transdions and customer disputes would increase our los® and harm our business.

Groupons are issued in the form of redeemable cmipdth unique identifiers. It is possible that somers or other third parties will seel
create counterfeit Groupons in order to fraudujeptirchase discounted goods and services from euchant partners. While we use adval
anti-fraud technologies, it is possible that techly knowledgeable criminals will attempt to cirouent our antfraud systems using increasin
sophisticated methods. In addition, our servicddbe subject to employee fraud or other interealusity breaches, and we may be require
reimburse customers and/or merchant partners fpiflards stolen or revenue lost as a result of sareches. Our merchant partners could
request reimbursement, or stop using Grouponejf #ire affected by buyer fraud or other types adidic

We may incur significant losses from fraud and ¢etfeit Groupons. We may incur losses from claihat the customer did not authorize
purchase, from merchant partner fraud, from errosgoansmissions, and from customers who have @&lbaek accounts or have insuffici
funds in them to satisfy payments. In additionhe direct costs of such losses, if they are relatenedit card transactions and become exce
they could potentially result in our losing thehigo accept credit cards for payment. If we wemnahle to accept credit cards for payment
would suffer substantial reductions in revenue,clvhwould cause our business to suffer. While weehaken measures to detect and reduc
risk of fraud, these measures need to be continimfpproved and may not be effective against new @mdinually evolving forms of fraud or
connection with new product offerings. If these sweas do not succeed, our business will suffer.

We are subject to payments-related risks.

We accept payments using a variety of methodsudirg credit card, debit card and gift certificatds we offer new payment options
customers, we may be subject to additional reguriati compliance requirements and fraud. For cegayment methods, including credit |
debit cards, we pay interchange and other feeghwhiay increase over time and raise our operatists@nd lower profitability. We rely on th
parties to provide payment processing servicedydig the processing of credit cards and debiti€and it could disrupt our business if tf
companies become unwilling or unable to provide¢hservices to us. We are also subject to paynaedtassociation operating rules, certifica
requirements and rules governing electronic fumdssfers, which could change or be reinterpretechaée it difficult or impossible for us
comply. If we fail to comply with these rules oqrerements, we may be subject to fines and higlaasaction fees and lose our ability to ac
credit and debit card payments from customers oilitite other types of online payments, and ousitess and operating results coulc
adversely affected.

We are also subject to or voluntarily comply witm@mber of other laws and regulations relating tmey laundering, international mor

transfers, privacy and information security anccetmic fund transfers. If we were found to be ialation of applicable laws or regulations,
could be subject to civil and criminal penaltiefaced to cease our payments services
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business.

Federal laws and regulations, such as the Bank Ssxyr Act and the USA PATRIOT Act and similar foreidaws, could be expanded to inclu
Groupons.

Various federal laws, such as the Bank Secrecyafict the USA PATRIOT Act and foreign laws and retjates, such as the Europe
Directive on the prevention of the use of the fitiahsystem for the purpose of money laundering tncbrist financing, impose certain anti-
money laundering requirements on companies thafimaacial institutions or that provide financialopglucts and services. For these purpt
financial institutions are broadly defined to imidumoney services businesses such as money treersinitheck cashers and sellers or issue
stored value cards. Examples of antiney laundering requirements imposed on finanicigiitutions include subscriber identification
verification programs, record retention policiesd ggrocedures and transaction reporting. We do ebéue that we are a financial institut
subject to these laws and regulations based, inygaon the characteristics of Groupons and o wath respect to the distribution of Groupon
subscribers. However, the Financial Crimes Enfoer@niNetwork, a division of the U.S. Treasury Depet tasked with implementing 1
requirements of the Bank Secrecy Act, recently psepl amendments to the scope and requirementartigspinvolved in stored value or pref
access cards, including a proposed expansion afndial institutions to include sellers or issuefpepaid access cards. In the event tha
proposal is adopted as proposed, it is possibteatk&oupon could be considered a financial prodndtthat we could be a financial institutior
the event that we become subject to the requiresmainthe Bank Secrecy Act or any other antiney laundering law or regulation impos
obligations on us as a money services businessegufatory compliance costs to meet these obtigativould likely increase which could red
our net income.

State and foreign laws regulating money transmissicould be expanded to include Groupor

Many states and certain foreign jurisdictions ingbsense and registration obligations on thosepaoies engaged in the business of m
transmission, with varying definitions of what ctinges money transmission. We do not currentlydvel we are a money transmitter given
role and the product terms of Groupons. Howeveyatessful challenge to our position or expansiostaie or foreign laws could subject u
increased compliance costs and delay our abilitffer Groupons in certain jurisdictions pendingeipt of any necessary licenses or registrat

We will continue to incur significant costs as agelt of being a public company.

We face increased legal, accounting, administrativé other costs and expenses as a public compabhyve did not incur as a priv.
company. The Sarban&xley Act of 2002, including the requirements ofctan 404, as well as new rules and regulationssegient!
implemented by the Securities and Exchange Comomissir the SEC, the Public Company Accounting GgatsBoard and the exchange
which our Class A common stock is listed, imposditamhal reporting and other obligations on pulda@mpanies. Compliance with these pu
company requirements has increased our costs add swene activities more tinensuming. In connection with the preparation aof fimancia
statements for the year ended December 31, 20tlindependent registered accounting firm identifeedhaterial weakness in the design
operating effectiveness of our internal control rofieancial reporting, and as a result we incuresltlitional costs remediating this mate
weakness. In addition, the existence of this issudd adversely affect us, our reputation or ineeperceptions of us. It also may be more diffi
for us to attract and retain qualified personseiwvs on our board of directors or as executivecefi. Advocacy efforts by stockholders and third-
parties may also prompt even more changes in catg@@overnance and reporting requirements. Theieal reporting and other obligatic
imposed on us by these rules and regulations ltasased our legal and financial compliance costistiaa costs of our related legal, accour
and administrative activities significantly. Thdeereased costs require us to divert a signifieenbunt of money that we could otherwise us
expand our business and achieve our strategictolgec

Our ability to raise capital in the future may bénited, and our failure to raise capital when needleould prevent us from growing.
We may in the future be required to raise caphabugh public or private financing or other arramgats. Such financing may not
available on acceptable terms, or at all, and aillure to raise capital when needed could harmbasimess. Additional equity financing may dil

the interests of our common stockholders, and fie@tcing, if available, may involve restrictivevanants and could reduce our profitability
we cannot raise funds on acceptable terms, we wialyenable to grow our business or respond to ctitiveepressures.
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Risks Related to Ownership of Our Class A Common $tk
The trading price of our Class A common stock ighly volatile

Our Class A common stock began trading on the NAQO®obal Select Market on November 4, 2011 andesihat date has fluctuated fr
a high of $31.14 per share to a low of $2p80 share. We expect that the trading price ofstark will continue to be volatile due to variatioin
our operating results and also may change in resgptm other factors, including factors specificdgohnology companies, many of which
beyond our control. Among the factors that couféctfour stock price are:

. our earnings announcements, including any firgupcojections that we may choose to provide toghblic, any changes in these
projections or our failure for any reason to meese projections or projections made by researalysts;

. the amount of shares of our Class A common stagkate available for sa
. the relative success of competitive products orises
. the public's response to press releases or pthxic announcements by us or others, includingfibngs with the SEC and

announcements relating to litigation;

. speculation about our business in the press dntlestment communit

. future sales of our Class A common stock by oumiigant stockholders, officers and direct
. changes in our capital structure, such as futwsugisces of debt or equity securit

. our entry into new marke

. regulatory developments in the United States aifpr countries

. strategic actions by us or our competitors, sudhcasisitions, joint ventures or restructuring;
. changes in accounting principl

We expect the stock price volatility to continue floe foreseeable as a result of these and otbenéa

The concentration of our capital stock ownershiptiviour founders, executive officers, employees aticectors and their affiliates will limi
stockholders' ability to influence corporate matte|

Our Class B common stock has 150 votes per shat@@anClass A common stock has one vote per siar@f December 31, 20120ul
founders, Eric Lefkofsky, Bradley Keywell and AndréMason control 100%f our outstanding Class B common stock and apprataly 29.59
of our outstanding Class A common stock, represgni@pproximately 54.5% of the voting power of ountstanding capital stoc
Messrs. Lefkofsky, Keywell and Mason will therefonave significant influence over management andiraffand over all matters requir
stockholder approval, including the election okdiors and significant corporate transactions, sisch merger or other sale of our company
assets, for the foreseeable future. This conceatredntrol will limit stockholders' ability to infence corporate matters and, as a result, we
take actions that our stockholders do not vieweasehcial. As a result, the market price of ourgSld common stock could be adversely affected.

We do not intend to pay dividends for the foresdedture.

We intend to retain all of our earnings for theek®eable future to finance the operation and eigrain$ our business and do not anticij
paying cash dividends. As a result, stockholdensexgect to receive a return on their investmemuinClass A common stock only if the ma
price of the stock increases.

Provisions in our charter documents and under Delase law could discourage a takeover that stockhatdmay consider favorable

Provisions in our certificate of incorporation amglaws, as amended and restated upon the clositigjsobffering, may have the effect
delaying or preventing a change of control or clesrig our management. These provisions includéottmving:
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. Our certificate of incorporation provides fodaal class common stock structure. As a resuhisfdatructure, our founders will have
significant influence over all matters requiringatholder approval, including the election of dicgs and significant corporate
transactions, such as a merger or other sale afaapany or its assets. This concentrated contrdbladiscourage others from
initiating any potential merger, takeover or othkange of control transaction that other stockhsldgay view as beneficial.

. Our board of directors has the right to elepéctors to fill a vacancy created by the expansitthe board of directors or the
resignation, death or removal of a director, wipolvents stockholders from being able to fill vaztas on our board of directors.

. Special meetings of our stockholders may beedadhly by our Executive Chairman of the Board, ©hief Executive Officer, our
board of directors or holders of not less thantiagority of our issued and outstanding capital lstdtis limits the ability of
minority stockholders to take certain actions withan annual meeting of stockholders.

. Our stockholders may not act by written consenéss the action to be effected and the takirspioh action by written consent is
approved in advance by our board of directors. fesalt, a holder, or holders, controlling a majodf our capital stock would
generally not be able to take certain actions witthmlding a stockholders’ meeting.

. Our certificate of incorporation prohibits cumulativoting in the election of directors. This limitse ability of minority stockholdel
to elect director candidates.

. Stockholders must provide timely notice to nomiriatividuals for election to the board of directorsto propose matters that car
acted upon an annual meeting of stockholders. Tesasions may discourage or deter a potentialimogfrom conducting a
solicitation of proxies to elect the acquiror's oslate of directors or otherwise attempting to wbtantrol of our company.

. Our board of directors may issue, without statthr approval, shares of undesignated prefermak sThe ability to authorize
undesignated preferred stock makes it possibledoboard of directors to issue preferred stock wdting or other rights or
preferences that could impede the success of éayatt to acquire us.

ITEM 1B: UNRESOLVED STAFF COMMENTS

None.

ITEM 2: PROPERTIES

Our principal executive offices in North Americadocated in Chicago, lllinois, and our principaternational executive offices are
located in Berlin, Germany and Schaffhausen, Swind. As of December 31, 2012 , the propertigedidelow represented our principal
executive facilities. Other facilities are locatbdoughout the world and largely represent locaraping facilities. We believe that our properties
are generally suitable to meet our needs for theséeable future; however, we will continue to sadditional space as needed to satisfy our
growth.

Description of Use Square Footage Operating Segment Lease Expiration
Corporate office facilities 421,000 North America From 2013 through 2018
Corporate office facilities 87,000 International From 2016 through 2022

ITEM 3: LEGAL PROCEEDINGS

For a description of our material pending legalceexings, please see Not&Commitments and Contingencies—Legal Matteo§'the
Notes to Consolidated Financial Statements includégm 8 of this Annual Report on Form-K.

ITEM 4: MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM 5: MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER PURCHASES
OF EQUITY SECURITIES

Our Class A common stock has been listed on theD@ Global Select Market under the symbol “GRPNic& November 4, 2011.
Prior to that time, there was no public marketdor Class A common stock. The following table $etth the high and low sales price for our
Class A common stock as reported by the NASDAQ @éll&elect Market for each of the years listed.

2011 High Low
Fourth Quarter (from November 4, 2011) $31.14 884
2012 High Low
First Quarter $25.84 $16.25
Second Quarter $16.57 $8.80
Third Quarter $10.50 $4.00
Fourth Quarter $5.50 $2.60
2013 High Low
First Quarter (through February 26) $6.17 $4.79
Holders

As of February 25, 2013, there were 182 holdersadrd of our Class A common stock and 3 holdereodrd of our Class B common
stock. Each share of our Class A common stocktilezhto one vote per share. Each share of oussBacommon stock is entitled to 150 votes
per share and is convertible at any time into d@gesof Class A common stock.

Dividend Policy

We currently do not anticipate paying dividendsoon Class A common stock or Class B common stotkerforeseeable future. Any
future determination to declare cash dividends pélimade at the discretion of our board of diregteubject to applicable laws and will depen:
our financial condition, results of operations, itarequirements, general business conditionsadiner factors that our board of directors may
deem relevant.

Equity Compensation Plan Information

Information about the securities authorized fou@xe under our compensation plans is incorpotatedference from the Company's
Proxy Statement for the 2013 Annual Meeting of Shadders.

Recent Sales of Unregistered Securities

During the fourth quarter of 2012, we issued 508 gdares of Class A common stock to settle celitiility-classified subsidiary stock-
based compensation awards and 49,866 shares af £msmmon stock to settle a contingent considamdiability related to an acquisition.

Issuer Purchases of Equity Securities
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Maximum Number (or
Total Number of Approximate Dollar
Shares Purchased as Value) of Shares that

Part of Publicly May Yet Be
Total Number of Average Price Paid Announced Plans or Purchased Under the
Date Shares Purchased Per Share Programs Plans or Programs

October 1-31, 2012 — — — —
November 1-30, 2012 — — — —
December 1-31, 2012 69,277 * % 0.000: — —

Total 69,277 $ 0.000: — _

*- In connection with the termination of an empley&ho received shares of stock in connection withequisition, the Company exercised its
right to repurchase 69,277 shares of Class A Confraomthe employee for a purchase price of $.00&¥lspare.

Stock Performance Graph

This performance graph shall not be deemed “filéal’ purposes of Section 18 of the Securities Exghakct of 1934, as amended (the
Exchange Act), or incorporated by reference intg filmg of Groupon, Inc. under the Securities A£1933, as amended, or the Exchange
except as shall be expressly set forth by speeiference in such filing.

The graph set forth below compares cumulative tetairn on the common stock with the cumulativaltatturn of the Nasdaq
Composite Index and the Nasdaq 100 Index, resuitorg an initial investment of $100 in each anduasisg the reinvestment of any dividends,
based on closing prices. Measurement points aregeros initial public offering date of November2011, the last trading day for the months of
November and December, 2011 and each month of .

Stock Price Performance Graph
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ITEM 6: SELECTED CONSOLIDATED FINANCIAL AND OTHER D ATA

The following selected consolidated financial dateould be read in conjunction with our consolidafethncial statements and -
accompanying notes thereto in Item 8 of this AnRggbort on Form 16, and the information contained in Item 7 of tAisnual Report on For
10-K "M anagement's Discussion and Analysis of Financiald@imn and Results of Operations." Historical tesare not necessarily indicat
of future results.

Year Ended December 31,
2012 2011 2010 2009 2008

(in thousands, except share data)

Consolidated Statements of
Operations Data:

Revenue:
Third party and other revenue $ 1,879,72! $ 1,589,60- $ 312,94: $ 14,54( $ 5
Direct revenue 454, 74: 20,82¢ — — —
Total revenue 2,334,47. 1,610,43 312,94: 14,54( 5
Cost of revenue:
Third party and other revenue 297,73¢ 243,78¢ 42,89¢ 4,71¢ 88
Direct revenue 421,20: 15,09( — — —
Total cost of revenue 718,94( 258,87¢ 42,89¢ 4,71¢ 88
Gross profit (loss) 1,615,53. 1,351,55! 270,04! 9,82¢ (83)
Operating expenses:
Marketing 336,85« 768,47. 290,56¢ 5,052 162
Selling, general and administrative 1,179,08! 821,00: 196,63 5,84¢ 1,38¢
Acquisition-related expense (benefit),
net 897 (4,537) 203,18 — —
Total operating expenses 1,516,83. 1,584,93 690,38¢ 10,90: 1,54¢
Income (loss) from operations 98,70: (233,38¢) (420,34 (1,079 (1,637)
Interest and other income, net 6,16¢€ 5,97: 284 (16) 90
Loss on equity method investees (9,92%) (26,657) — — —
Income (loss) before provision
(benefit) for income taxes 94,94: (254,06%) (420,06() (1,099 (1,542)
Provision (benefit) for income taxes 145,97: 43,697 (6,674 24¢ —
Net loss (51,03) (297,76)) (413,38) (1,349 (1,549
Less: Net (income) loss attributable to
noncontrolling interests (3,742) 18,33t 23,74¢ — —
Net loss attributable to Groupon, Inc. (54,777 (279,42) (389,64() (1,34) (1,547)
Dividends on preferred stock — — (1,362) (5,575 (61€)
Redemption of preferred stock in exce
of carrying value — (34,32 (52,897 — —

Adjustment of redeemable
noncontrolling interests to redemption

value (12,609 (59,740 (12,42 — —
Net loss attributable to common
stockholders $ (67,37) $ (373,499 $ (456,32() $ (6,916 $ (2,15¥)

Net loss per share
Basic $ 0.10 $ (1.09 $ 139 $ 0.0 $ (0.07)
Diluted $ 0.10 $ (1.09 $ 139 $ 0.0 $ (0.07)

Weighted average number of shares
outstanding

Basic 650,214,11 362,261,32 342,698,77 337,208,28 333,476,25
Diluted 650,214,11 362,261,32 342,698,77 337,208,28 333,476,25
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As of December 31,

2012 2011 2010 2009 2008

(in thousands)

Consolidated Balance Sheet Data:

Cash and cash equivalents $ 1,209,28 $ 1,12293  $ 118,83 $ 12,311 $ 2,96¢
Working capital (deficit) $ 319,34 $ 328,16! $ (196,56) $ 398 $ 2,645
Total assets $ 2,031,47. % 1,774,471 % 381,57 % 1496: $ 3,00¢
Total long-term liabilities $ 120,93 $ 78,19 $ 1621 $ —  $ =
Redeemable preferred stock $ — 3 — 3 — 3 34,71 $ 4,747
Cash dividends per common share $ — 3 — 3 — 3 0.06: $ =
Total Groupon, Inc. Stockholders' Equity (Deficit) $ 744,040 $ 702,54. $ 8,071 $ (29,969 $ (2,09
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ITEM 7: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should lead together with our consolidal
financial statements and related notes includedearitem 8 of this Annual Report on Form-K. This discussion contains forwalalsking
statements about our business and operations. ©tuahresults may differ materially from those werently anticipate as a result of me
factors, including those we describe under "RisktBes" and elsewhere in this Annual Rep

Overview

Our mission is to be the operating system for laomhmerce. As part of that vision, we act as allosmmerce marketplace that conne
merchants to consumers by offering goods and ssdta discount. Traditionally, local merchantgehtaied to reach consumers and generate
sales through a variety of methods, including anbdvertising, the yellow pages, direct mail, neapsp, radio, television, and promotions. By
bringing the brick and mortar world of local commeonto the Internet, Groupon is helping local mant partners to attract customers and sell
goods and services. In our Goods category, thradgth we offer deals on merchandise, we often sitha merchant of record, particularly on
deals in North America. We provide consumers wattirsgs and help them discover what to do, eat,lmgeand where to travel.

Each day, we email our subscribers discountedtirrgoods, services and travel that are targstéatchtion, purchase history and
personal preferences. Current and potential custoelgo access our deals directly through our velasid mobile applications. Our revenue from
deals where we act as the third party marketingtagehe purchase price paid by the customer féraupon voucher ("Groupon") less an agreed
upon portion of the purchase price paid to theuieat merchant partners, excluding any applicabdestand net of estimated refunds for which
merchant's share is recoverable. Our direct revEpuedeals where we act as the merchant of reisdtee purchase price paid by the custome
the Groupon excluding any applicable taxes andhestimated refunds. During the year ended DeceBibe2012 , we generated revenue of
$2,334.5 million , compared to $1,610.4 million idgrthe year ended December 31, 2011 .

We have organized our operations into two princgeggiments: North America, which represents theddrfitates and Canada, and
International, which represents the rest of oubgl@perations. For the year ended December 32, 2@& derived 50.1%f our revenue from ol
International segment, compared to 49.9% from cantiNAmerica segment.

We have an accumulated deficit of $753.5 milliomBBecember 31, 2012 . Since our inception, weetdriven our growth through
substantial investments in infrastructure and ntargeo increase customer acquisition. In particudar significant net losses in previous years
were driven primarily by the rapid expansion of taternational segment, which involved investingwiy in upfront marketing, sales and
infrastructure related to the build out of our giEms in early stage countries.

How We Measure Our Business

We measure our business with several financialogretating metrics. We use these metrics to askegsrogress of our business,
decisions on where to allocate capital, time actirielogy investments and assess the4tergn performance of our marketplace. Certain o$d
metrics are reported in accordance with generaitgpted accounting principles ("GAAP") and cer@iithese metrics are considered ®@AAP
financial measures. For further information an@eonciliation to the most applicable financial megasunder U.S. GAAP, refer to our discus!
under Non-GAAP Financial Measures in theésults of Operatiorissection.

We have historically presented "revenue per aveaatjee customer" as one of our operating metvitsch we evaluated as an indicator
of whether our average customer is purchasing aa#isa higher or lower percentage of gross bilimgtained by Groupon. However, due to the
increase in direct revenue as a percentage ofriatahue in the current year, we no longer congldsmetric to be as meaningful of an indical
of those trends because direct revenues are peelsenta gross basis.
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Financial Metrics

¢ Gross billings.This metric represents the total dollar value aftomer purchases of goods and services, exclugiplicable taxe
and net of estimated refunds. For third party reeeteals, gross billings differs from third paryvenue reported in our consolide
statements of operations, which are presented fnéteomerchant's share of the transaction price.di@ct revenue deals, gr
billings are equivalent to direct revenue reporitecdur consolidated statements of operations. Wesider this metric to be
important indicator of our growth and business @enfance as it is a proxy for the dollar volume r@nsactions through c
marketplace. Tracking gross billings on third pagyenue deals also allows us to track changelseirpércentage of gross billir
that we are able to retain after payments to ouchamt partners.

¢« RevenueWe believe revenue is an important indicator far lmusiness. Our third party revenue is derived fdmals where we act
the marketing agent and is the purchase pricelpattie customer for the Groupon less an agreed ppdion of the purchase pr
paid to the featured merchant partner, excludingapplicable taxes and net of estimated refundsvfach the merchant's share
recoverable. Direct revenue, when the Companylimgdhe product as the merchant of record, is ghechase price paid by
customer, excluding any applicable taxes and nestinated refunds.

e Operating (loss) income excluding stock-based cosgie®on and acquisition-related expense (benefi}, Operating (loss) incon
excluding stock-based compensation and acquisittated expense (benefit), net is a AAP measure that comprises
consolidated total of the segment operating incqlongs) of our two segments, North America and tmépnal. Stockbase:
compensation expense and acquisitiefated expense (benefit), net are excluded frogmsat operating income (loss) that
report under U.S. GAAP for our segments. Stock-hasempensation expense is primarily a non-cash. ioguisitionrelatec
expense (benefit), net represents the change infainevalue of contingent consideration arrangerserglated to busine
combinations. We use consolidated operating inc@ioes) excluding stock-based compensation and sitiguirelated expen:
(benefit) to allocate resources and evaluate pedace internally. For further information and aomgiliation to the most applical
financial measure under U.S. GAAP, refer to oucuksion under Non-GAAP Financial Measures in tiiReSults of Operations
section.

« Free cash flowFree cash flow is net cash provided by operatiniyities less purchases of property and equipmadtaapitalize
software. We use free cash flow, and ratios basei, ®o conduct and evaluate our business becaltbmugh it is similar to ca
flow from operations, we believe that it typicaligpresents a more useful measure of cash flowaubeqaurchases of fixed ass
software developed for internake and website development costs are necessapooemnts of our ongoing operations. Free
flow is not intended to represent the total incecas decrease in Groupon's cash balance for thikcalple period. For furthi
information and a reconciliation to the most apgibie financial measure under U.S. GAAP, refer todiscussion under NOGAAP
Financial Measures in theResults of Operatiorissection.

Operating Metrics
« Active customersWe define active customers as unique user accdbatshave purchased Groupons during the trailinglvig

months ("TTM"). We consider this metric to be arportant indicator of our business performance &=lips us to understand h
the number of customers actively purchasing Grosg®trending.
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e Gross billings per average active customEhis metric represents the trailing twelve monthssg billings generated per aver
active customer. This metric is calculated as thal gross billings generated in the trailing tveelmonths, divided by the aver:
number of active customers in such time periodh@lgh we believe total gross billings, not trailtmgelve months gross billings
average active customer, is a better indicatiath@foverall growth of our marketplace over timailitng twelve months gross billin
per average active customer provides an opporttmigvaluate whether our growth is primarily drivgngrowth in total custome
or in spend per customer in any given period.

Year Ended December 31,

2012 2011 2010
Gross Billings and Operating Metrics:
Gross billings (in thousand$) $ 5,380,18 $ 3,98550 $ 745,34t
TTM Active customers (in thousand$) 41,04¢ 33,74 8,94(
TTM Gross billings per average active custofiier $ 143.8¢ $ 186.7¢ $ 160.0¢

Q) Reflects the total dollar value of customer purelsasf goods and services, excluding applicablestare net of estimated refur
2) Reflects the total number of unique accounts thaelpurchased Groupons during the trailing tweloatins
3) Reflects the total gross billings generated intth#ing twelve months per average active custoiméne applicable perio

Factors Affecting Our Performance

Deal sourcing and qualityWWe consider our merchant partner relationshipsecabvital part of our business model and have |
significant investments in order to expand theetgrof tools that we can provide to our merchamtrgais. We depend on our ability to attract
retain merchants that are prepared to offer predoicservices on compelling terms, particularlyvasattempt to expand our product and se
offerings in order to create a more complete ontiraeketplace for local commerce. We generally dohawe longterm arrangements to guarar
availability of deals that offer attractive qualitsalue and variety to consumers or favorable payregms to us. If new merchants do not find
marketing and promotional services effective, auf existing merchants do not believe that utitizour services provides them with a Idegy
increase in customers, revenue or profit, they stag making offers through our marketplace.

International operationsOur international operations are critical to ouverue growth and our ability to achieve and man
profitability. For the years ended December 31,2@hd 2011 , 50.1% and 60.6%respectively, of our revenue was generated fram
International segment. Operating a global businegsires management attention and resources angteeqs to localizeur services to confor
to a wide variety of local cultures, business pecast laws and policies. The different commercia &nternet infrastructure in other countries |
make it more difficult for us to replicate our cemt and future business model. The increase irttdievenue transactions in North Ame
contributed to the decrease in International regeamia percentage of our total revenue during 2gs 8irect revenue is presented on a gross
in our consolidated statements of operations.

Marketing costsWe must continue to acquire and retain customers purchase Groupons in order to increase revendeaahiev:
profitability. If consumers do not perceive our Gpon offerings to be attractive, or if we fail taroduce new or more relevant deals, we ma
be able to acquire or retain customers. In ourtdichoperating history, we have not incurred sigaifit marketing or other expense on initiat
designed to rectivate customers or increase the level of puehay our existing customers. As we incur such medipgres, our business ¢
profitability could be adversely affected.

Investment in growthVe have been a higirowth company and have aggressively invested,rgedd to continue to invest, to supj
this growth. For example, we are developing a sefitmerchant products, such as payment processitigpaint of sale, which require substar
investment and these products do not currently géme material amount of revenue. We anticipadé we will make substantial investment
the foreseeable future as we continue to increasentmber and variety of deals we offer each dayaden our customer base, expand
marketing channels, expand our operations, hiréieddl employees and develop our technology.

Competitive pressur®ur growth and geographical expansion have drawigraficant amount of attention to our business etofs ¢
result, a substantial number of companies thaingttéo replicate our business model have emergathdrthe world. We expect new competi
to emerge. In addition to such competitors, we ekpe increasingly compete against other largertaieand technologybased businesses t
have launched initiatives which are directly contpet to our core business as well as our otheegmies and our suite of merchant prod
such as payment processing and point of sale. ¥ée al
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expect to compete against other Internet sitesatatfocused on specific communities or intereats affer coupons or discount arrangem
related to such communities or interests.

Components of Results of Operations

Third Party and Other Revenue

Third party revenue arises from transactions inciwhive are acting as a third party marketing agadt@nsists of the net amount
retain from the sale of Groupons after paying ameed upon percentage of the purchase price toetitered merchant, excluding any applic
taxes and net of estimated refunds for which thechat's share is recoverable. Other revenue phintansists of advertising revenue.

Direct Revenue

Direct revenue arises from transactions, primanlgur Goods category, in which we are the mercbénécord and consists of the gr
amount we receive from the sale of Groupons, exatpdny applicable taxes and net of estimated d=fun

Cost of Revenue

Cost of revenue is comprised of direct and indixdts incurred to generate revenue. For dire@me® transactions, cost of reve
includes the purchase price of consumer produ@sehwousing, shipping costs and inventory markdowasthird party revenue transactions,
of revenue includes estimated refunds that argeumtverable from the merchant. Other costs incutwegenerate revenue, which include ci
card processing fees, editorial costs, certainniclyy costs, web hosting, and other processing, f&e allocated to cost of third party reve
direct revenue and other revenue in proportiorelative gross billings during the period.

Technology costs included in cost of revenue cordig portion of the payroll and stoddased compensation expense related t
Company's technology support personnel who areoressiple for operating and maintaining the infrastuwe of the Company's existing webs
Technology costs also include a portion of amotitireaexpense from internaise software related to website development. Rentatechnolog
costs included within cost of revenue include enulidtribution costs. Editorial costs consist of artipn of the payroll and stoekase:
compensation expense related to the Company'sietipersonnel, as these staff members are priyndeitiicated to drafting and promoting deals.

Marketing

Marketing expense consists primarily of targetelihnermarketing costs, such as sponsored searchrtéirg on social networking sit
email marketing campaigns, affiliate programs aoda lesser extent, offline marketing costs suchetevision, radio and print advertisi
Marketing payroll costs, including related steblsed compensation expense, are also classifiethdseting expense. We record these «
within "Marketing" on the consolidated statemerft®perations when incurred. Discounts providedubssribers, which are a component of
subscriber activation marketing activities, aressified as reductions to revenue in our consoldlatatements of operations. Marketing is
primary method by which we acquire customers, ansliah, is a critical part of our growth strategy.

Selling, General and Administrative

Selling expenses reported within "Selling, genarad administrative" on the consolidated statemehtgperations consist of payroll ¢
sales commissions for inside and outside salegseptatives, as well as costs associated with stippdhe sales function such as technol
telecommunications and travel. General and admatigé expenses consist of payroll and related mesge for employees involved in gen
corporate functions, including accounting, finanta, legal and human resources, among others.tidddi costs included in general
administrative include subscriber service and dpers, depreciation and amortization expense, mofessional fees, litigation costs, travel
entertainment, stockased compensation expense, charitable contrimti@cruiting, office supplies, maintenance anceotieneral corpore
costs.

Acquisition-Related

Acquisitiontelated expense (benefit), net, represents thegehanthe fair value of contingent consideratioraagements related
business combinations, see Note Falr Value Measurements.
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Interest and Other Income

Interest and other income, net, generally consisiisterest income on our cash and cash equivaserdgoreign currency gains and los
resulting from foreign currency transactions, whare denominated in currencies other than our fomat currencies. During the year en
December 31, 2012, interest and other income aldladed a $50.6 million impairment of a cost metfimeestment and a gain of $56.0 mill
resulting from the E-Commerce transaction, whictidscribed in Note 6, lhvestments.

Results of Operations

Comparison of the Years Ended December 31, 2012,128nd 2010 :

Year Ended December 31,
2012 2011 2010

(in thousands)

Revenue:
Third party and other revenue $ 1,879,720 $ 1,589,60. $ 312,94:
Direct revenue 454,74 20,82¢ —
Total revenue 2,334,47. 1,610,431 312,94:
Cost of revenue:
Third party and other revenue 297,73¢ 243,78¢ 42,89¢
Direct revenue 421,20: 15,09( —
Total cost of revenue 718,94( 258,87¢ 42,89¢
Gross profit 1,615,53. 1,351,55 270,04}
Operating expenses:
Marketing 336,85: 768,47. 290,56
Selling, general and administrative 1,179,08! 821,00: 196,63
Acquisition-related expense (benefit), net 897 (4,537) 203,18:
Total operating expenses 1,516,83 1,584,93 690,38t¢
Income (loss) from operations 98,70: (233,38f) (420,34
Interest and other income, net 6,16¢ 5,97¢ 284
Loss on equity method investees (9,925 (26,657) —
Income (loss) before provision (benefit) for incoméaxes 94,94; (254,06} (420,06()
Provision (benefit) for income taxes 145,97: 43,697 (6,672
Net loss (51,03) (297,765 (413,381
Less: Net (income) loss attributable to noncontrglinterests (3,747 18,33t 23,74¢
Net loss attributable to Groupon, Inc. (54,777 (279,42) (389,641)
Dividends on preferred stock — — (1,367)
Redemption of preferred stock in excess of carryaige — (34,32) (52,897
Adjustment of redeemable noncontrolling interesteelemption value (12,60¢) (59,74() (22,429
Net loss attributable to common stockholders $ (67,37) ¢ (37349 ¢ (456,32)
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Classification of stock-based compensation withiost of revenue and operating expenses

Cost of revenue and operating expenses includ&-staged compensation as follows:

Total cost of revenue

Operating expenses:

Marketing

Selling, general and
administrative

Acquisition-related expense
(benefit), net

Total operating expenses

Foreign exchange rate neutral operating results

Year Ended December 31,

2012

2011

2010

Stock-based

Stock-based

Stock-basec

Statement of compensation Statement of compensation Statement of compensatic
Operations line included in line Operations line included in line Operations line included in lir

item item item item item item

(in thousands)
$ 718,94 $ 2,92t % 258,87¢ $ 1,13C $ 42,89 $ 1
$ 336,85 $ 357C % 768,47. $ 2,531 % 290,56¢ $ 1
1,179,08! 97,61¢ 821,00: 89,92¢ 196,63 35,8
897 — (4,53)) — 203,18:

$ 1,516,83. $ 101,18¢ $ 1,584,993 $ 92,46( $ 690,38¢ $ 36,0

The effect on the Company's consolidated statentdmperations for the years ended December 312 26d 2011 from changes in

exchange rates versus the U.S. dollar was as feillow

Year Ended December 31

2012 2011
At Avg. Exchange At Avg. Exchange
2011 Rate As 2010 Rate As
Rates® Effect @ Reported Rates® Effect @ Reported
(in thousands)
Revenue $ 2,408,58 $ (74,11 $ 2,334,47. $ 1,566,45 $ 4398( % 1,610,431
Cost of revenue and operating
expenses 2,302,48 (66,71% 2,235,77. 1,786,84 56,96 1,843,81
Income (|055) from operations $ 106,10: $ (7,40]) $ 98,70: $ (220,39) $ (12,985) $ (233,38()
(1) Represents the financial statement balan@tswbuld have resulted had exchange rates in fertieg period been the same as those in effdtteicomparable
prior year period for operating results.

2) Represents the increase or decrease in relpameunts resulting from changes in exchange fadesthose in effect in the comparable prior yeaniqd for

operating results.

Gross Billings

Gross billings represents the total dollar valueco$tomer purchases of goods and services, exglualplicable taxes and net
estimated refunds. For third party revenue dealssgybillings differs from third party revenue refga in our consolidated statement:
operations, which are presented net of the mershsimare of the transaction price. For direct raeetteals, gross billings are equivalent to d
revenue reported in our consolidated statementpefations. For the years ended December 31, ZWMA, and 2010 our gross billings we
$5,380.2 million , $3,985.5 million and $745.3 noifl , reflecting growth rates of 35.0% and 434.ii%2012 and 2011, respectively. Gross billi
have increased due to an increase in the voluntramdactions as we continue to grow our businegsh@lVe experienced growth in our traditic
Local deals category in addition to our Goods, &land Live categories.

35




Gross Billings by segment for each of the years agfollows:

Year Ended December 31,
2012 % of total 2011 % of total 2010 % of total

(dollars in thousands)

Gross Billings:

North America $ 237315 441% $  1561,92 39.2% $ 475,00: 63.7%
International 3,007,03 55.9% 2,423 57. 60.£% 270,34 36.%%
Total Gross Billings $ 538018 100.% $  3,98550 100.% $ 745,341 100.(%

2012 compared to 2011
North America

North America segment gross billings increased &31% million to $2,373.2 million for the year endBecember 31, 2012 , as
compared to $1,561.9 million for the year endedddgner 31, 2011 The increase in gross billings was largely atitidble to an increase in act
customers and growth in our direct revenue.

International

International segment gross billings increased $83% million to $3,007.0 million for the year emdBecember 31, 2012as compare
to $2,423.6 million for the year ended December2B1,1. The increase in gross billings was largely atitdlble to an increase in active custon

2011 compared to 2010

North America

North America segment gross billings increased by0&6.9 million to $1,561.9 million for the yeardsmd December 31, 2011as
compared to $475.0 million for the year ended Ddmm81, 201Q The increase in gross billings reflected growtrour daily deals busine
which was largely attributable to expanding thdesch our business through entering into new doimesarkets and increasing active customers.

International

International segment gross billings increased ¥ %3.2 million to $2,423.6 million for the yeardsmd December 31, 201%hs compare
to $270.3 million for the year ended December 3,®@. The main driver of the increase was thatHeryear ended December 31, 201@ only
had a partial year of operations in the segmentaltige timing of our international acquisitions.

Revenue

We generate revenue from third party revenue deasgt revenue deals and other transacti®esienue for each of the years wa
follows:

Year Ended December 31,
2012 2011 2010

(in thousands)

Revenue:
Third party revenue $ 1,859,311 $ 1,583,87. $ 312,94
Direct revenue 454,74 20,82¢ —
Other revenue 20,41¢ 5,73¢ —
Total revenue $ 2,334,47. % 1,610,431 $ 312,94:
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2012 compared to 2011

Revenue increased by $724.0 million to $2,334.%ianilfor the year ended December 31, 2012 , as apadapto $1,610.4 milliofor the
year ended December 31, 2011 . The most signifitanérs of this increase were the $433.9 milliocrease in direct revenue from transacti
primarily in our Goods category, where we are thexahant of record and for which revenue is repoded gross basis and from increast
active customers during 2012. In addition, sevetia¢r initiatives have driven revenue growth over tecent period. Through our daily emails
have been increasingly targeting customers by sgrttiem deals for specific locations and personafiepences, which we believe contribute
revenue growth. We also increased the number oftmaet partner relationships and the volume of dealsffer on a daily basis to our custom
The unfavorable impact on revenue from year-over-yghanges in foreign exchange rates for the yeded December 31, 2012 w&34.]
million .

Third Party Revenue

Third party revenue increased by $275.4 millior$$19859.3 million for the year ended December 31,220as compared t$1,583.
million for the year ended December 31, 208everal initiatives have driven third party rewergrowth during this year. We added to our ¢
force in early 2012, allowing us to increase thenhar of merchant partner relationships and themelof deals we offer on a daily basis to
customers on our websites and mobile applicatidhs.launch of our Goods category in the seconddfédD11 also contributed to the growit
third party revenue during 2012, because Goodsadions where the Company is acting as a markatijegt of the merchant are reported
net basis within third party revenue.

Direct Revenue

Direct revenue was $454.7 million for the year ehBecember 31, 2012 , as compared to $20.8 miliotheyear ended December
2011due to the launch of Goods in the second half 4fl2We are often the merchant of record for tratisas in the Goods category, such
the resulting revenue is reported on a gross hasisn direct revenue. Direct revenue deals havetinaed to grow, both overall and a
percentage of our revenue, through the continuedtyyrof our Goods category and we expect that tterzbntinueln addition, we expect th
any growth in direct revenue will result in a srealpercentage increase in income from operatioas growth in third party revenue bece
direct revenue includes the entire amount of gbiliags, before deducting the cost of the relatadntory, while third party revenue is net of
merchant's share of the transaction price. Addiflgnour Goods category has lower margins thanLogal category.

Other Revenue

Other revenue increased by $14.7 million to $20iMan for the year ended December 31, 2012 , aspared to $5.7 million for thgea
ended December 31, 2011 . Other revenue is priyjnadmprised of nomerchant advertising, which has increased with gtevth of ou
business. Other revenue also includes revenue fiayment processing, which the Company launche®12 2Payment processing revenue
not significant for the year ended December 3122@hd we do not expect it to be significant fa tbreseeable future.

2011 compared to 2010

Revenue increased by $1,297.5 million to $1,61G14om for the year ended December 31, 20k compared to $312.9 million for
year ended December 31, 201M addition to expanding the scale of our busindemestically and internationally through acqu@rbusinesst
and entering new markets, several other initiatdres’e revenue growth in 2011. We increased oat toairketing spend significantly, focusing
acquiring customers through online channels sudoeisl networking websites and search enginesaMteadded substantially to our sales f
allowing us to increase the number of merchannpantelationships, the volume of deals we offelaataily basis on our websites and the qu
of deals we offer to our customers. The favoratvipact on revenue from year-over-year changes eigorexchange rates fBrecember 31, 20:
was $44.0 million .

Third party revenue increased by $1,270.9 milliors1,583.9 million for the year ended December 21 , as compared %812.¢
million for the year ended December 31, 2010 . irevenue was $20.8 million for the year endedebdwer 31, 2011 primarily due to th
launch of deals in the second half of 2011 whereauted as the merchant of record. Other revenuebasmillion for theyear ended Decemt
31,2011 .
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Revenue by Segment

Revenue by segment for each of the periods wasllas/é:

Year Ended December 31,
2012 % of total 2011 % of total 2010 % of total

(dollars in thousands)

North America:

Third party and other revenue $ 762,42: 321% $ 634,98( 39.4% $ 200,41: 64.(%
Direct revenue 403,27t 17.2% — — — —
Total segment revenue $ 1,165,701 49.% $ 634,98( 39.4% $ 200,41: 64.(%
International:
Third party and other revenue $ 1,117,30: 47% $ 954,62: 59.2% $ 112,52¢ 36.(%
Direct revenue 51,467 2.2% 20,82¢ 1.2% — —
Total segment revenue $ 1,168,77. 50.1% $ 975,45( 60.6% $ 112,52¢ 36.(%
Total revenue $ 2,334,47. 100.% $ 1,610,43! 100.(% $ 312,94: 100.(%

2012 compared to 2011
North America

North America segment revenue increased by $530liémto $1,165.7 million for the year ended Ded®n 31, 2012 , as compared to
$635.0 million for the year ended December 31, 20The increase in revenue was largely attributéblan increase in active customers
strong growth in our direct revenue. Direct revenubich is recorded on a gross basis, is derivéthgrily from selling products through t
Company's Goods category where the Company is énehant of record.

International

International segment revenue increased by $198l®mto $1,168.8 million for the year ended Dedmn 31, 2012 as compared
$975.5 million for the year ended December 31, 201 hile we grew our International revenue for the yeaded December 31, 2012
compared to 2011, revenue declined 158%the three months ended December 31, 2012, mpaed to the corresponding period of the |
year. This decline was largely attributable to i@ituns in the percentage of gross billings thatetained from sales in our Local category .

2011 compared to 2010

North America

North America segment revenue increased by $434ll&mito $635.0 million for the year ended DecemB&, 2011, as compared
$200.4 million for the year ended December 31, 20TI8e increase in revenue reflected strong growtbur daily deals business domestic:i
which was largely attributable to an increase itivaccustomers.

International

International segment revenue increased by $868l@mto $975.5 million for the year ended DecemiB4, 2011, as we had only
partial year of operations for much of our Inteioiaél segment for the year ended December 31, 2@L@ to the timing of our internatiol
acquisitions. As of December 31, 2011, we had djpersin 47 international countries, an increasenfi38 international countries as of Decer
31, 2010. As a result of our entry into new intéiorzal markets during 2010 and 2011 and due to tirdmvexisting markets, we were able to g
our daily deals business significantly from 201@@d.1.
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Cost of Revenue
Cost of revenue on third party, other and direeceneie deals for the years ended December 31, 2012,and 2010 was as follows:
Year Ended December 31,

2012 2011 2010

(in thousands)

Cost of revenue:

Third party revenue $ 297,57: % 243,70¢ $ 42,89¢
Direct revenue 421,20: 15,09( —
Other revenue 165 80 —

Total cost of revenue $ 718,940 $ 258,87 $ 42,89¢

Cost of revenue is comprised of direct and indioasts incurred to generate revenue. For direetmas transactions, cost of revenue
includes the purchase price of consumer produ@sehousing, shipping costs and inventory markdowasthird party revenue transactions,
of revenue includes estimated refunds for whichrtlegchant's share is not recoverable. Other costsried to generate revenue, which inc
credit card processing fees, editorial costs, getechnology costs, web hosting and other prongskes, are allocated to cost of third p
revenue, direct revenue, and other revenue in ptiopato relative gross billings during the peridts a result of the significant growth we h
experienced in 2012 from direct revenue transasti@tative to our total gross billings, an increhshare of those allocable costs has
allocated to cost of direct revenue on our conatdid statement of operations for the year endeémier 31, 2012.

2012 compared to 2011

Cost of revenue increased by $460.1 million to $318illion for the year ended December 31, 2012 ¢c@npared to $258.9 millichor
the year ended December 31, 2Gid was attributable to the growth in direct revenprimarily from the Company's Goods category.
increase in cost of revenue was primarily drivercbgt of merchandise and the related outboundHteigsts on direct revenue deals, which
not a significant cost during the year ended De@n3fi, 2011, and, to a lesser extent, refunds for which thechant's share is not recover:
related to our third party revenue deals. In addijtithere were increases in shipping costs driwehigher transaction volume in our Go
category and increases in processing fees direetlyed to higher overall transaction volumes. QGdstevenue also increased due to incre
email distribution costs as a result of our larggrscriber base.

2011 compared to 2010

Cost of revenue increased by $216.0 million to $258illion for the year ended December 31, 20k compared to $42.9 million
the year ended December 31, 20Ilhe increase in cost of revenue was primarilyadriby an increase in credit card processing feditoria
salary costs, Internet processing fees and refiordghich the merchant's share is not recoverdbt@eases in credit card processing fees, re
for which the merchant's share is not recoveradié, Internet processing fees were driven by higtaersaction volumes. Cost of revenue
increased due to significant additions to our editstaff and increased email distribution costgaesult of our larger subscriber base.
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Cost of Revenue by Segment

Cost of revenue by segment for each of the pem@dsas follows:

Year Ended December 31,
2012 % of total 2011 % of total 2010 % of total

(dollars in thousands)
North America:

Cost of third party and other revenue $ 145,21: 20.2% $ 139,95: 54.1% $ 31,49¢ 73.%
Cost of direct revenue 365,17¢ 50.8% — — — —
Total segment cost of revenue $ 510,39: 71.% $ 139,95 54.1% $ 31,49t 73.{%
International: —
Cost of third party and other revenue $ 152,52 21.2% $ 103,83! 40.1% $ 11,40: 26.6%
Cost of direct revenue 56,02: 7.€% 15,09( 5.8% — —
Total segment cost of revenue $ 208,54¢ 29.% $ 118,92! 45.% $ 11,40: 26.6%
Total cost of revenue $ 718,94( 100.% $ 258,87¢ 100.% $ 42,89¢ 100.(%

2012 compared to 2011

North America

North America segment cost of revenue increasebB@P.4 million to $510.4 million for the year eddBecember 31, 2012, as
compared to $140.0 million for the year ended Ddmm31, 2011 . The increase in cost of revenuepriagarily driven by the cost of
merchandise and freight related to direct reveraasd

International

International segment cost of revenue increasefBBy6 million to $208.5 million for the year endedcember 31, 2012as compared
$118.9 million for the year ended December 31, 200/e have continued to grow our business relatdzbtb our third party and direct revel
deals in our International markets, and as a redultis growth, cost of revenue increased fontbar.

2011 compared to 2010

North America

North America segment cost of revenue increaseblliog.5 million to $140.0 million for the year endeecember 31, 2011, as
compared to $31.5 million for the year ended Degan34, 2010 . The increase was due to general desgrowth of third party revenue deals.

International

International segment cost of revenue increase®lBy.5 million to $118.9 million for the year endedcember 31, 2011as compare
to $11.4 million for the year ended December 31,(20as we had only a partial year of operations facimof our International segment for
year ended December 31, 2010, due to the timinguofinternational acquisitions. The increase wase due to general business growth of 1
party revenue deals in addition to the introductérirect revenue deals in 2011. Business growthttributable to both international expan:
and organic revenue growth.

Gross Profit

For the years ended December 31, 2012, 2011, &k®) gfoss profit was $1,615.5 million , $1,351.8liom and $270.0 million ,

respectively. These increases in gross profit \aéréutable to the increases in revenue duringy @athose years, partially offset by the increases

in cost of revenue.
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2012 compared to 2011

Gross profit increased by $264.0 million to $1,&L&illion for the year ended December 31, 2012;amspared to $1,351.6 million for
the year ended December 31, 2011. This increagegs profit resulted from the $724.0 million irese in revenue during 2012, partially offset
by the $460.1 million increase in cost of reverBmss profit as a percentage of revenue decreas2% for the year ended December 31,
2012, as compared to 83.9% for the year ended Disaedd, 2011. The decrease in gross profit as@ptage of revenue during 2012 as
compared to the prior year was primarily attriblgeth the increase in direct revenue. Direct reegmimarily relates to deals in our Goods
category that have lower margins than deals irLogal category. Additionally, direct revenue and tklated cost of revenue are presented on a
gross basis in our consolidated statements of tpesawhich contributes to lower gross profit gseacentage of revenue.

Gross profit on third party revenue deals and oteeenue increased by $236.2 million to $1,582 lianifor the year ended December
31, 2012, as compared to $1,345.8 million for taaryended December 31, 2011. This increase in grofisresulted from the $960.8 million
increase in gross billings on third party revenaalsl and other revenue to $4,925.4 million forythar ended December 31, 2012, as compared to
$3,964.7 millionfor the year ended December 31, 2011, partiallyedfby a reduction in the percentage of billingg the retained from third pai
revenue deals during 2012. Gross profit as a ptagerof revenue on third party revenue deals dmer oevenue was 84.2% for the year ended
December 31, 2012, as compared to 84.7% for theeyebed December 31, 2011.

Gross profit on direct revenue deals increased23y8pmillion to $33.5 million for the year endedd@enber 31, 2012, as compared to
$5.7 million for the year ended December 31, 20Hils increase in gross profit resulted from the3@3nillion increase in direct revenue to
$454.7 million for the year ended December 31, 26$Zompared to $20.8 million for the year endeddbnber 31, 2011, partially offset by the
$406.1 million increase in cost of revenue on direeenue deals to $421.2 million for the year endecember 31, 2012, as compared to $15.1
million for the year ended December 31, 2011. Gpusfit as a percentage of revenue on direct rexelmals was 7.4% for the year ended
December 31, 2012, as compared to 27.5% for theeyeted December 31, 2011. The comparison of gnadi as a percentage of revenue on
direct revenue deals in 2012 as compared to 20ddtimeaningful due to the limited volume of direetenue transactions in 2011. The Goods
category, which comprises the majority of our direwenue in 2012, was not launched until the se¢@if of 2011.

2011 compared to 2010

Gross profit increased by $1,081.5 million to $1,.85million for the year ended December 31, 20%Icanpared to $270.0 million for
the year ended December 31, 2010. This increagied$rom the $1,297.5 million increase in revedueing 2012, partially offset by the $216.0
million increase in cost of revenue. Gross prddibgercentage of revenue decreased to 8fhBthe year ended December 31, 2011, as com
to 86.3% for the year ended December 31, 2010.

Marketing

For the years ended December 31 2012, 2011 and @tketing expense was $336.9 million , $768.5iamilland $290.6 million

respectfully. Marketing expense by segment as eepgge of segment revenue for each of the pewadsas follows:

Year Ended December 31,

% of Segment % of Segment % of Segment
2012 Revenue 2011 Revenue 2010 Revenue
(dollars in thousands)
North America $ 105,91 9.1% $ 254,74¢ 40.1% $ 123,59( 61.7%
International 230,94( 19.¢% 513,72¢ 52.7% 166,97¢ 148.%
Marketing $ 336,85¢ 14.0% $ 768,47 47.1% $ 290,56¢ 92.9%

We evaluate our marketing expense as a percentageemue because it gives us an indication of ival our marketing spend is
driving the volume of transactions. Marketing exgeas a percentage of revenue for the year endeehiber 31, 201Ras decreased from -
years ended December 31, 2011 and 2010 due tieaffies we have realized from building a subscrifzse and shifting our marketing spen
customer activation. In 2010, we began our intéonat expansion and subsequently made significarketing investments related to custo
acquisition in our International segment to ac@kegrowth and establish our presence in new naét continued to invest heavily in custo
acquisition in the year ended December 31, 20ddecifically in our International segment. Adaliitally, the increase in revenue, including di
revenue that is reported on a gross basis, cotedbio the decline in marketing expense as a ptgerof revenue for the year ended Dece
31, 2012.
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Marketing expense by segment as a percentageadvitarketing expense for each of the periods wésliasvs:

Year Ended December 31,

2012 % of total 2011 % of total 2010 % of total
(dollars in thousands)
North America $ 105,91 31.4% $ 254,74¢ 331% $ 123,59( 42.5%
International 230,94( 68.€% 513,72t 66.9% 166,97¢ 57.5%
Marketing $ 336,85: 100.% $ 768,47 100.% $ 290,56 100.%

2012 compared to 2011

Our marketing expense decreased by $431.6 milbo$386.9 million for the year ended December 31,220as compared #$768.t
million for the year ended December 31, 2011 .tReryear ended December 31, 2Q0tilistomer acquisition still comprised the primpoytion o
our marketing spend, particularly in our internatibmarkets as we were still in the early phasdsidéing our customer base in those market:
our markets have developed over the last twelvetinsprwe have begun to shift our marketing spenchfoustomer acquisition marketing
activation, which has contributed to lower markgt@xpense during 2012.

North America

North America segment marketing expense decreagepll #8.8 million to $105.9 million for the year exti December 31, 201,2as
compared to $254.7 million for the year ended Ddmmn31, 2011 . For the year ended December 31, 20tH2keting expense as a percentay
revenue for the North America segment was 9.1%coaspared to 40.1% for the year ended Decembe2@®],. The decreases were prima
attributable to a decrease in online marketing gp@his reflects the continued shift in focus frostomer acquisition marketing to activat
which has contributed to lower marketing expensind2012.

International

International segment marketing expense decreagefP®2.8 million to $230.9 million for the year esti December 31, 2012as
compared to $513.7 million for the year ended Ddmamn31, 2011 . For the year ended December 31, 20t2keting expense as a percentay
revenue for the International segment was 19.8%coapared to 52.7% for the year ended Decembe2@®1],. The decreases were prima
attributable to a decrease in online marketing dpdinis reflects the continued execution againstman to move from customer acquisi
marketing to activation, which has contributedawér marketing expense in 2012.

2011 compared to 2010

Our marketing expense increased by $477.9 millm$%68.5 million for the year ended December 31,120as compared to $29(
million for the year ended December 31, 2010 . Méirlg expense increased as we continued to focusistomer acquisition. For tlyear ende
December 31, 2011customer acquisition costs still representedptfimary portion of our marketing spend. Through tioairse of the year
increasing portion of marketing was incurred fostomer activation, which includes conversion ofssuitbers that were not previously pay
customers, as well as customer acquisitions outfider email subscriber base.

North America

North America segment marketing expense increagefi131.2 million to $254.7 million for the year et December 31, 2011,
compared to $123.6 million for the year ended Ddmamn31, 2010. For the year ended December 31, 26ftketing expense as a percentay
revenue for the North America segment was 40.1% campared to 61.7% for the year ended DecembeR@l). The marketing expen
increase was attributable to an increase in omtingketing spend, particularly on display advertisimetworks as part of our customer acquis
strategy. Our customer incentive programs alsoritried to our increase in marketing expense asaminued to implement these program
new markets that we entered into in 2011. In agldjtive continued to increase our marketing reseua@support our strategy.
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International

International segment marketing expense increase@3d6.7 million to $513.7 million for the year extti December 31, 2011,
compared to $167.0 million for the year ended Ddmamn31, 2010. For the year ended December 31, 26ftketing expense as a percentay
revenue for the International segment was 52.7% camnpared to 148.4% for the year ended DecemheR(@I0. Online marketing spel
contributed to 73.0%f the marketing expense increase, particulariypgpmn display advertising networks as part of ®w icustomer acquisitit
strategy. Our customer incentive programs conteidbiid 17.6%of the increase in marketing expense as we corditmienplement these progra
in new markets that we entered into in 2011. Initaald we continued to increase our marketing resesi to support our strategy, wk
contributed to 5.6% of the increase.

Selling, General and Administrative

For the years ended December 31, 2012, 2011 ar@@l, 201 r selling general and administrative expsnsere $1,179.1 million$821.(
million and $196.6 million respectively. The increases in selling, genandl @administrative expense were primarily relatetheobuild out of ot
global sales force, investments tiechnology and investments in our corporate infuastire necessary to support our current and aate
growth as well as the activities of a public compaior the year ended December 31, 20%¥2lling, general and administrative expense
percentage of revenue was 50.5% , as compared@&e5br the year ended December 31, 20$&lling, general and administrative expense
percentage of revenue has remained relatively umygthfrom the previous year as the growth in treogeenses was consistent with our rewvi
growth. We are continuing to refine our sales managnt and selling processes, including throughraation, in order to generate incree
operating efficiencies.

2012 compared to 2011

Selling, general and administrative expense inedry $358.1 million to $1,179.1 million for theareended December 31, 20,12«
compared to $821.0 million for the year ended Ddmm31, 2011 The increase in selling, general and administeagixpense was primarily ¢
to increases in wages and benefits, consultingpaofiéssional fees, depreciation and amortizatiqggerge, rent expense and system maintel
expenses. Additionally, selling, general and adstiative expense as a percentage of revenue foingemational segment of 60.3% \
significantly higher than for our North America segnt, which was 40.7%. This was primarily a resflthe build out of our internatior
operations, including both sales force and admitise personnel.

Wages and benefits (excluding steblased compensation) within selling, general andimidirative expenses increased $920.:
million to $653.6 million for the year ended DeceaniB1, 2012 as we added sales force, technology and adnatiigrpersonnel to support
business. Stockased compensation costs within selling, genemdlaiministrative expenses also increased to $9#lli@nmfor the year ende
December 31, 2012 from $89.9 million for the yeaded December 31, 20HLie to the addition of certain key personnel toGlenpany. Ot
consulting and professional fees increased by $22llbn in 2012, primarily related to higher legahd accountingelated costs. Depreciati
expense increased by $19.7 million and rent expiercseased by $17.5 million for the year primadiye to our expansion during 2011 and 2
There was a $34.6 million increase in system maariee expenses in 2012 as a result of investmantschnology and our corpor
infrastructure.

2011 compared to 2010

In 2011, our selling, general and administrativpesmse increased by $624.4 million to $821.0 milljcen increase of 317.5%The
increase in selling, general and administrativeeesp for the year ended December 31, 2011 compated year ended December 31, 20&Q
due to increases in wages and benefits, consudtidgprofessional fees and depreciation and ambdizaxpenses. Additionally, selling, gen:
and administrative expense as a percentage ofueven our International segment was significahilyher than for our North America segm
which contributed to larger operating losses inlotgrnational segment. This was primarily a restithe build out of our international operatic
including our salesforce.

Wages and benefits (excluding stebksed compensation) increased by $354.9 millig¥88.4 million in theyear ended December
2011 as we continued to add sales force and admaitive staff to support our business. Stdu&sed compensation costs also increas&®ac
million for the year ended December 31, 2011 fro85.8 million for the year ended December 31, 2@L@ to awards issued to retain
employees and awards issued in connection witlacguisitions. Our consulting and professional faeseased in 2011 primarily related to hic
legal and technologyelated costs. Depreciation and amortization expeansreased in 2011 primarily because we recorde@ #illion of
intangible assets in connection with our acquisgtion 2011, resulting in an increase of amortizaxpense of $2.8 million In addition
recognizing a full year of amortization for intahlgis recorded in 2010 in connections with acquisgtiresulted in an additional $10.5 millioh
amortization.
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Acquisition-Related Expense (Benefit), Net
2012 compared to 2011

For the years ended December 31, 2012 and 2011lincmered net acquisition-related expenses of $0illon and benefits off4.t
million , respectively, representing changes inftie value of contingent consideration liabilitifesm business acquisitions. See Note Jaalr
Value Measurement8.The expense incurred in 2012 is net of a $3.8ianilbenefit recognized for the current year dexdiin the fair value
certain of our contingent consideration arrangesent

2011 compared to 2010

For the years ended December 31, 2011 and 2010acquisition-related expense (benefit) was a $ilbon net benefit and $203.:
million net expense, respectively. The fluctuation in tbstx were directly related to changes in the failu& of contingent considerat
arrangements, as well as realized gains and losst®se arrangements, for acquisitions in theeasge periods.

During 2011, we acquired several companies thae wéher technologybased companies or other group buying companias ieffor
to increase our competitive advantage both donadistiand internationally. As part of the overallnsideration paid in connection with th
acquisitions, we were obligated to issue additicstedres of our Class A common stock and make cagments if certain financial a
performance earn-out targets were achieved. Wededdiabilities on our consolidated balance sloé&t17.8 millionas of the original acquisitit
dates for these contingent consideration arrangenaerd subsequently remeasured the liabilitiegitovilue, with changes in fair value repo
in earnings. As a result of this remeasurment,egended a net gain of $4.5 million for the yearesh®ecember 31, 2011 .

In May 2010, we acquired CityDeal, a Europeamsed collective buying power business similar tmso As part of the over:
consideration paid, we were obligated to issuetaaidil shares of our common stock in December 20ito the achievement of financial
performance earout targets. We recorded a liability in our condated balance sheet as of the original acquisitaia for this consideration &
subsequently remeasured the liability to its falue on a periodic basis until final settlement.&\gesult of this remeasurement, we recorc
total expense of $204.2 million for the year en@edember 31, 2010 as acquisitioelated expenses, which was partially offset byeotiomins
acquisitiorrrelated items. This liability is settled and islonger subject to future remeasurement.

Income (Loss) from Operations

We earned $98.7 million of income from operatiomsthe year ended December 31, 2048 compared to losses from operations fc
years ended December 31, 2011 and 2010 of $233idmand $420.3 million, respectively. The change to income from operatimom los
from operations in the comparable years of 2011284 is primarily due to increased revenue andaed marketing expenses in 2012, part
offset by increased selling, general and admirtisgraexpenses. Additionally, a significant drivefrtbe loss from operations in 2010 was
$203.2 million acquisitiomrelated expense. This was primarily related todbetingent consideration arrangement on the Citgl Bequisitior
which was settled in late 2010. The unfavorabledaotn income from operations from year-oyear changes in foreign exchange rates fc
year ended December 31, 2012 was $7.4 million .

2012 compared to 2011

Income from operations increased by $332.1 miltm$98.7 million for the year ended December 31,220as compared to a loss fr
operations of $233.4 million for the year ended @wber 31, 2011 . We recognized income from operatior theyear ended December 31, 2
due to the increase in revenue and decrease inetiragkexpense, partially offset by increases int adsrevenue and selling, general
administrative expense.

North America
Segment operating income in our North America segmehich excludes stock-based compensation andisitgn+elated expen:
(benefit), net, increased by $134.9 million to $Z3&illion for the year ended December 31, 2012 canpared to $4.8 million for thear ende

December 31, 2011 The increase in the segment operating incomepniagarily attributable to our increased revenuethimi North Americe
particularly from our Goods category.
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International

Segment operating income in our International segmehich excludes stock-based compensation andisitgn+elated expen:
(benefit), net, increased by $213.1 million to $6rillion of segment operating income for the yeaded December 31, 2012s compared
$149.1 million of segment operating loss for tharyended December 31, 2011 . The International eagwperating loss in thgear ende
December 31, 2011 was driven by our rapid exparisithe segment during that year. In the year ergiecember 31, 2012we have generat
segment operating income as result of increasezhtey partially offset by increased cost of revesm operating expenses.

2011 compared to 2010

Loss from operations decreased by $187.0 millioi$283.4 million for the year ended December 31,1204s compared to $42!
million for the year ended December 31, 2010 . Muest significant driver of this improvement waseauction in acquisitiomelated expen:
(benefit) from a $203.2 million expense in 2010marily related to the contingent consideratioraagement on the City Deals acquisition,
$4.5 million benefit in 2011.

North America

Segment operating income for our North America sagmwhich excludes stock-based compensation agdisiion+elated expen:
(benefit), net, increased by $15.2 million to $Blion for the year ended December 31, 2@klcompared to a segment operating loss of
million for the year ended December 31, 20Ithe increase in the segment operating incomepriasarily attributable to our expansion wit
North America. We invested heavily in upfront mdnkg, sales and infrastructure related to the boiltlof our operation:

International

Segment operating loss for our International segnvetmich excludes stock-based compensation andstigo-related expense (benel
net, decreased by $21.4 million to $149.1 milli@n the year ended December 31, 2011 as compar&d70.6 million for theyear ende
December 31, 2010The International segment operating loss wasdrlw our rapid expansion in the segment duringyélze. In 2011, we ma
significant marketing investments in our Internaibsegment to accelerate growth and establistpmgence in new markets. As a result
experienced operating losses for our Internatisagment as compared to operating income for outhNanerica segment.

Interest and Other Income, Net

Interest and other income, net, consists of foreigmency transaction gains or losses, interesteghon cash and cash equivalents
other non-operational gains and losses.

For the years ended December 31, 2012, 2011 ar@l ,2@% recorded interest and other income, nef6at million , $6.0 millionanc
$0.3 million , respectively.

Our interest and other income, net was $6.2 mili@rthe year ended December 31, 2012 , as compaui®@l0 million for theyear ende
December 31, 2011 . In addition to interest inc@me foreign currency transaction gains and lossasity during 2012 included $56.0 millior
gain recognized as a result of the exchange o#i818% interest in E-Commerce King Limited (®mmerce") and payment of $25.0 million
a 19% interest in Life Media Limited ("&ran") in the second quarter of 2012. In the fouptiarter of 2012, this gain was partially offsetdr
impairment of our cost method investment in F-to&$50.6 million. Ftuan is incorporated under the laws of the Caymséantls with operatiol
in China.

Our interest and other income, net was $6.0 milimrthe year ended December 31, 2011 , as compau®@l 3 million for theyear ende
December 31, 2010, respectively. For the yearcmdeember 31, 2011 , we recognized approxima#&l§y fillionin other income related to t
return of 400,000 shares of non-voting commonksfamm a former executive officer in connection lwi separation agreement.

Provision (Benefit) for Income Taxes

For the years ended December 31, 2012, 2011 arll,20& recorded income tax expense (benefit) obXL#illion , $43.7 millionanc
$(6.7) million , respectfully.
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2012 compared to 2011

The effective tax rate was 153.7% for the year dridlecember 31, 2012 , as compared to (17.2)% &yéar ended December 31, 2011
The most significant drivers of our effective tate for the year ended December 31, 2012 incluakeihipact of unrecognized tax benefits rel:
to income tax uncertainties in certain foreigngdictions, losses in jurisdictions that we wereatde to benefit due to valuation allowances,
amortization of the tax effects of intercompanyesaif intellectual property and nondeductible stbaked compensation expense. The most
significant drivers of our effective rate for theay ended December 31, 2011 included the impdossés in jurisdictions that we were not able to
benefit due to valuation allowances and nondedigcstock-based compensation expense. As of DeceBdh@012, unamortized tax effects of
intercompany transactions of $37.6 million and $48illion are included within “Prepaid expenses attter current assets” and “Other non-
current assets,” respectively, on the consolidbtddnce sheet. As of December 31, 2011, unamortizeeffects of intercompany transactions of
$33.3 million and $78.4 million are included witHiArepaid expenses and other current assets” atitef@on-current assetggspectively, on tt
consolidated balance sheet. We expect that ouotidated effective tax rate in future periods witintinue to differ significantly from the U.S.
federal income tax rate as a result of our taxgaltions in jurisdictions with profits and valuatiallowances in jurisdictions with losses. Our
consolidated effective tax rate in future periodis aso be adversely impacted by the amortizatbthe tax effects of intercompany transactions,
including intercompany sales of intellectual prapé¢hat we expect to undertake in the future.

2011 compared to 2010

The effective tax rate was (17.2)% for the yeareehBecember 31, 2011 , as compared to 1.6% foyegheended December 31, 2010

The most significant drivers of our effective tate for the years ended December 31, 2011 andig6liL@ed the impact of losses in jurisdicti
that we were not able to benefit due to valuatiblowances and nondeductible stdohsed compensation expense. We recorded deferaegle
during 2011 related to income taxes on intercomatgs of certain intellectual property rights Juling intellectual property that was acquire
2011, between various subsidiaries within the Camjsainternational structure. The deferred chasgzesamortized as a component of incom
expense over the life of the intellectual propefty.of December 31, 2011, unamortized tax effetiatercompany transactions of $33.3 mill
and $78.4 million are included within “Prepaid empes and other current assets” and “Other nonttuassets,fespectively, on the consolida
balance sheet.

Non-GAAP Financial Measures

In addition to financial results reported in acawde with U.S. GAAP, we have provided the followimgn-GAAP financial measure
operating income (loss) excluding stock-based cosgon and acquisitiorelated expense (benefit), net, free cash flow fangign exchanc
rate neutral operating results. These @®AP financial measures are used in addition toiammbnjunction with results presented in accoré
with U.S. GAAP. However, these measures are nehied to be a substitute for those reported inrdacge with U.S. GAAP. These measi
may be different from non-GAAP financial measuresdiby other companies.

Operating income (loss) excluding stock-based cosgtéon and acquisition-related expense (benefi€). Operating income (los
excluding stock-based compensation and acquisigtaied expense (benefit), net is a @AAP measure that comprises the consolidated od
the segment operating income (loss) of our two sdgsy North America and International. Stebksed compensation expense
acquisitiorrrelated (benefit) expense, net are excluded fragmsat operating income (loss) that we report uhd&. GAAP for our segmen
Stock-based compensation expense is primarily ecash item. Acquisitiomelated expense (benefit), net represents the ehartye fair value «
contingent consideration arrangements related ®nbss combinations. We use consolidated operatiogme (loss) excluding stodase:
compensation and acquisition-related expense (lgnmedt to allocate resources and evaluate pedaoa internally.

We consider operating income (loss) excluding stoeéed compensation and acquisitietated expense (benefit), net to be an impc
measure for management to evaluate the perfornanmer business as it excludes changes in thevédire of contingent consideration relate
business combinations and stock-based compensatenses. We believe it is important to view opegaincome (loss) excluding stodlase!
compensation and acquisitioalated expense (benefit), net as a complementit@mtire consolidated statements of operationseMévaluatin
our performance, you should consider operatingrime@oss) excluding stock-based compensation aguisitontelated expense (benefit), ne
a complement to other financial performance measumeluding various cash flow metrics, net incafess) and our other U.S. GAAP results.
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The following is a reconciliation of operating imoe (loss) excluding stock-based compensation agdisiton—related expense (benel
net to the most comparable U.S. GAAP measure,¢iime (loss) from operations,” for the years ended@&mber 31, 2012, 2011 and 2010 .

Year Ended December 31,

2012 2011 2010
(in thousands)

Income (loss) from operations $ 98,70 $ (233,38() $ (420,34,

Adjustments:

Stock-based compensatith 104,11° 93,59( 36,16¢

Acquisition-related expense (benefit), fet 897 (4,53) 203,18:
Total adjustments 105,01« 89,05 239,35:
Operating income (loss) excluding stock-based caorsgion and
acquisition-related expense (benefit), net $ 203,71t $ (144,33) $ (180,99)
@ Represents stock-based compensation expense réeuitia "Selling, general and administrative," "SSof revenue," and "Marketing" on the consolidated

statements of operations.

@ Represents changes in the fair value of contingemsideration related to acquisitions made by the@ny

Free cash flowFree cash flow is "Net cash provided by operatictiviies" less "Purchases of property, equipmert software, net
We use free cash flow, and ratios based on itptmlact and evaluate our business because, althbisgsimilar to cash flow from operations,
believe that it typically represents a more usafebsure of cash flows because purchases of fix@tsasoftware developed for internake an
website development costs are necessary compookats ongoing operations. Free cash flow is negnded to represent the total increas
decrease in our cash balance for the applicablecher

Free cash flow has limitations due to the fact thdbes not represent the residual cash flow akkglfor discretionary expenditures.
example, free cash flow does not include the castmpnts for business acquisitions. In additiore ftash flow reflects the impact of the tirr
difference between when we are paid by custometssvuen we pay merchant partners and suppliers efdrer, we believe it is important to vi
free cash flow as a complement to our entire caatad statements of cash flows.

The following is a reconciliation of free cash flow the most comparable U.S. GAAP measure, "Neh gasvided by operatir
activities," for the years ended December 31, 20021 and 2010 :

Year Ended December 31,

2012 2011 2010
(in thousands)
Net cash provided by operating activities $ 266,83: $ 290,44 % 86,88¢
Less: purchases of property and equipment andatizpil software (95,83¢) (43,81)) (14,68)
Free cash flow $ 170,99t $ 246,63t $ 72,20¢
Net cash used in investing activities $ (194,979 $ (147,43) $ (11,879
Net cash provided by financing activities $ 12,09t $ 867,20 $ 30,44t

Foreign exchange rate neutral operating resuftsreign exchange rate neutral operation resulte sluwrent period operating results a
foreign currency exchange rates had remained the sa those in effect in the comparable prior pesiod. These measures are intended to
facilitate comparisons to our historical performanior a reconciliation of foreign exchange ratetra operating results to the most comparable
U.S. GAAP measure, sedResults of Operatiorisabove.

Liquidity and Capital Resources

As of December 31, 2012 , we had $1,209.3 milliorcash and cash equivalents, which primarily cstedi of cash, money mar
accounts and overnight securities.
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Since our inception, we have funded our workingitehpequirements and expansion primarily with céislws from operations al
through public and private sales of common andeprefl stock, which have yielded net proceeds ofcqimately $1,857.1 million. We genera
positive cash flow from operations for the yeardezhDecember 31, 2012, 2011 and 2030d we expect cash flow from operations to re
positive in the foreseeable future. We generally thés cash flow to fund our operations, make &alttl acquisitions, purchase capital asset:
meet our other cash operating needs. Cash flow fsperations was $266.8 million , $290.4 million a86.9 million for theyears ende
December 31, 2012, 2011 and 2010, respectively.

We consider the undistributed earnings of our fpredubsidiaries as of December 31, 2012 to beiimtidf reinvested and, according
no U.S. income taxes have been provided thereorof Aecember 31, 2012, the amount of cash and egsivalents held in jurisdictions !
which we have indefinitely reinvested foreign engs was approximately $366.1 million. We have not,do we anticipate the need to, repat
funds to the United States to satisfy domestiddiigy needs arising in the ordinary course of basm

Although we can provide no assurances, we belibe¢ dur available cash and cash equivalents balandecash generated fr
operations should be sufficient to meet our worldagital requirements and other capital expendittoethe next twelve months.

Anticipated Uses of Cash

Our priority in 2013 is to continue to aggressivielyest in the business by making additional invesits in technology and innovatis
and by continuing to shift our marketing spend froostomer acquisition to customer activation inhbotur North America and Internatio
segments. In addition, we plan to continue to aeqoii make strategic minority investments in compatary businesses that add to our cust
base or provide incremental technology or taleriath.

In order to support our overall global expansio®r, &xpect to continue to make significant investmentour corporate facilities a
technology development during 2013. During the yarated December 31, 2012, we acquired 10 businéssas aggregate purchase pric
$54.9 million , of which $46.9 milliorwas paid for in cash (net of cash acquired), andewmect to continue to use cash to make stre
acquisitions.

We currently plan to fund these investments inNarth America and International segments with awailable cash and cash equivalt
balance and cash flows generated from the respeatigrations. We do not intend to pay dividendténforeseeable future.

Cash Flow
Our net cash flow from operating, investing anéficing activities for the years below were as feio
Year Ended December 31,

2012 2011 2010

(in thousands)

Cash provided by (used in):

Operating activities $ 266,83 $ 290,44 % 86,88"
Investing activities (194,979 (147,43) (11,879
Financing activities 12,09t 867,20! 30,44¢
Effect of changes in exchange rates on cash amdecpsvalents 2,40¢ (6,117 1,06¢
Net increase in cash and cash equivalents $ 86,35¢ $ 1,004,10. $ 106,52

Cash Provided By Operating Activities

Cash provided by operating activities primarily sists of our net loss adjusted for certain itemsluding depreciation and amortizati
gain on E-Commerce transaction, loss on impairroéttie F-tuan cost method investment, stdidsed compensation, deferred income taxe
the effect of changes in working capital and ofteams.

Our current merchant partner arrangements aretgtagcas either a redemption payment model orealfpayment model defined as
follows:
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Redemption payment modélnder our redemption merchant partner paymentaied collect payments at the time our customers
purchase Groupons and make payments to our mernghgners at a subsequent date. Using this paymedé|, merchant partners are not paid
until the customer redeems the Groupon that has peehased. If a customer does not redeem thepBnounder this payment model, we retain
all of the gross billings from the unredeemed Goyupl he redemption model generally improves ouraleash flow because we do not pay our
merchant partners until the customer redeems tbagdn.

Fixed payment modelUnder our fixed merchant partner payment modelgenerally pay our merchant partners in instaltmerer a
period of sixty days for third party revenue deblewever, for third party revenue deals in whicé therchant partner has a continuous presence
on our websites and mobile applications by offesingchers on a rolling basis for an extended pesfadne, we generally remit payments to the
merchant on an ongoing basis throughout the tertheobffering. For direct revenue deals, we gehetalve net 60-day payment terms with our
suppliers. Under the fixed payment model, mercpaniners are paid regardless of whether the Groigp@deemed.

We experience swings in merchant and supplier pagatssociated with our normal revenue-generatitigies, including both third
party and direct revenue sales transactions, #ratause volatility in working capital levels angpiact cash balances more or less than our
operating income or loss would indicate. In therenr year, we have offered certain merchant pastmare favorable and accelerated payment
terms, which has reduced our overall cash flow fisnfeom the timing differences between when weeree cash from customers and remit
payments to our merchant partners. We expectrirad to continue in the future.

For the year ended December 31, 2012 , our netgrasided by operating activities was $266.8 milliovhich consisted of $51.0
million of net loss, a $187.3 million net increastated to changes in working capital and otheetasand liabilities and a $130.6 million
net increase for certain non-cash items and ithaisdo not relate to our operating activities. fibeadjustments for non-cash and non-operating
items include $104.1 million of stock-based compd¢ing, $55.8 million of depreciation and amortimatexpense and $50.6 million for the
impairment of the F-tuan cost method investmentjgily offset by $56.0 million for the gain recagad on the E-Commerce transaction.

The increase in cash resulting from changes in iwgr&apital activities primarily consisted of a $19 million change in merchant and
supplier payables and a $47.7 million change imwezt expenses and other current liabilities, duadaontinued growth in the business.
Liabilities included in accrued expenses and otierent liabilities are primarily the reserve farstomer refunds, accrued payroll and benefits,
costs associated with subscriber credits and VATTsates taxes payable. Changes in accrued expamdegher current liabilities primarily refle
the significant increase in the number of employeeadors, and customers resulting from our infegn@awvth and global expansion. In addition,
there was an increase in cash related to changesaunts payable of $18.7 million due to geneuairess growth. These increases in cash flows
were partially offset by a $70.9 milliarthange in prepaid expenses and other current assatsesult of business growth and increasewvéntory
relating to our Goods category.

For the year ended December 31, 2011, our net mastded by operating activities of $290.4 milliconsisted of net loss of $29
million, offset by $164.9 million in adjustmentsrfoon-cash items and $423.3 million in cash provided bgnges in working capital and ot
activities. Adjustments for non-cash items primadbnsisted of $93.6 million in stoekased compensation expense as we continued tostbfe
compensation to our employees in 2011, $32.2 milibdeferred income taxes, and $32.1 million gfrdeiation and amortization expense.
increase in cash resulting from changes in workigjtal activities primarily consisted of a $38million increase in our merchant payables,
to continued growth in the daily deals businessafd89.1 million increase in accrued expenses#ret current liabilities. Liabilities included
accrued expenses and other current liabilitiepenearily online marketing costs incurred to acgquand retain customers, the reserve for cust
refunds, accrued payroll and benefits, subscribedits and VAT and sales taxes payable. Increasexcérued expenses and other cu
liabilities primarily reflect the significant incase in the number of employees, vendors, and cestomasulting from our internal growth ¢
global expansion through recent acquisitions. Theseeases were partially offset by a decreaseperaiing cash flow due to a $70.4 mill
increase in accounts receivable, primarily attablg to an increase in revenue for the year endszbiber 31, 2011, and an increase of ¢
million in prepaid expenses and other assets asuwtrof business growth. The accounts receivabéefbm payment processors related tc
International segment represents a significaniqouf total accounts receivable.

For the year ended December 31, 2010, our net pestided by operating activities of $86.9 milliomnsisted of a net loss
$413.4 million, offset by $245.1 million in adjustmts for noreash items and $255.2 million in cash provided hgnges in working capital a
other activities. Adjustments for non-cash itemsprily consisted of $203.2 million in acquisitierelated expenses, $36.2 million in stebkse:
compensation expense, $1.9 million in depreciaémpense on property and equipment and $11.0 milioamortization of intangible asse
partially offset by $7.3 million in deferred incortexes. The increase in
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cash resulting from changes in working capital\dgtdtis primarily consisted of a $149.0 million iease in our merchant payable, due tc
growth in the number of Groupons sold, a $94.6iamillincrease in accrued expenses and other culiiedgilities primarily related to onlir
marketing costs incurred to acquire customers,glagnd benefits, the reserve for customer refumas subscriber credits, and a $50.8 mi
increase in accounts payable. These increasespagielly offset by a decrease in operating castv flue to a $34.9 million increase in acco
receivable, a $2.5 million increase in prepaid @ges and other current assets and a $1.5 milliorease in other assets and liabilities.
accounts receivable at December 31, 2010 primaeilgte to amounts due from credit card processdrs. increase in accounts receivabl
December 31, 2010 was attributable to the incraageoss billings and the timing of receipt of cdstm the credit card processors. The accc
receivable related to our International segmentesgmt a significant portion of total accounts negdgle. Increases in accrued expenses, acc
payable, accounts receivable and other currentsagaearily reflect the significant increase irethumber of employees, vendors, and custc
resulting from our internal growth and global exgian through acquisitions.

Cash Used In Investing Activities

Cash used in investing activities primarily corsist capital expenditures, additional investmentsubsidiaries, minority investme
and acquisitions of businesses.

For the year ended December 31, 2012 , our netusesth in investing activities of $195.0 million mparily consisted 0$51.7 millior
invested in subsidiaries, equity method and coshatkinvestments, $95.8 million in capital expeuarts, including capitalized internase
software, and $46.9 million in net cash paid fosihass acquisitions.

For the year ended December 31, 2011, our net usesth in investing activities of $147.4 million panly consisted of $74.7 millic
invested in subsidiaries and equity method investme$43.8 million in purchases of capital expandis, including capitalized internase
software, $14.5 million in purchases of intangiatsets and $14.4 million in net cash paid for lessracquisitions. Intangible assets purchas
2011 relate primarily to domain names.

For the year ended December 31, 2010, our netuseshin investing activities of $11.9 million wasnparily comprised of $14.7 millic
in capital expenditures, partially offset by $3.8lion in net cash received from acquisitions. Tapital expenditures reflect the significant grc
of the business domestically and internationallye Mceived net cash from our acquisitions in 2@%0a significant portion of the purchase f
paid consisted of stock and contingent consideratio

Cash Used in Financing Activities

For the year ended December 31, 2012 , our netprastided by financing activities of $12.1 milliavas driven primarily by the exce
tax benefits on stock-based compensation of $21ldm, partially offset by tax withholdings related tetrshare settlements of restricted s
units of $13.0 million .

For the year ended December 31, 2011, our netfastided by financing activities of $867.2 milliavas driven primarily by net ca
proceeds from the issuance of common and prefat@ck of $1,266.4 million. We used $353.8 milliohtbese proceeds to repurchase
common stock, $35.0 million to redeem shares ofpoaferred stock and $14.4 million to pay our redaparty loans incurred in connection v
the CityDeal acquisition.

For the year ended December 31, 2010, our netmastided by financing activities of $30.4 millionas driven primarily by net ca
proceeds from the issuance of preferred stock &4 Fmillion. We used $503.2 million of the procse repurchase our common st
$55.0 million to redeem shares of our preferreadistand $1.3 million to pay dividends to our preder stockholders. In addition, we recei
$5.0 million from related party loans throughoui.@0

Contractual Obligations and Commitments

The following table summarizes our future contrattobligations and commitments as of December 8122 The table below exclud
$10.2 million of current liabilities for unrecogeid tax benefits and $77.6 millimi noncurrent liabilities for unrecognized tax bfse including
interest and penalties, as of December 31, 2012 c&Ma@ot make a reasonable estimate of the periazhsif settlement for the tax positi
classified as noncurrent liabilities.
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Payments due by period

Total 2013 2014 2015 2016 2017 Thereafter

(in thousands)
Capital lease obligatiort8 $ 1,16¢ $ 39C $ 39C $ 38 % — $ — 3 —
Operating lease obligatiofts 114,13¢ 30,59¢ 22,71 16,58 14,82t 11,13¢ 18,28
Purchase obligatiord 28,27¢ 21,13 6,04¢ 73t 36( — —
Contingent consideratidfi 7,125 71¢€ 6,40¢ — — — —
Total $ 150,71( $ 52,837 $ 3556, $ 17,70: $ 1518 $ 11,13¢ $ 18,28

(1) Capital lease obligations include both principal arterest components of future minimum capitaséepayment

2) Operating lease obligations are for officdlftees and are non-cancelable. Certain leasesagoperiodic rent escalation adjustments and rehamgexpansion options.
Operating lease obligations expire at various dattrsthe latest maturity in 2022.

3) Purchase obligations primarily represent naneelable contractual obligations related to safesinformation technology support servi

4) Contingent consideration represents our k&tshate of the cash payments we will be obligatechéke under contingent consideration arrangenvéttiformer owners of
certain entities we acquired if specified operatibgectives and financial results are achievedbgé acquired entities. Our maximum cash paymemtsrithose
arrangements are as follows: $0.7 million in 208 $14.0 million in 2014.

Off-Balance Sheet Arrangements

We did not have any off-balance sheet arrangensenté December 31, 2012 .

Critical Accounting Policies and Estimates

The preparation of financial statements in conféymiith generally accepted accounting principleshef United States, or U.S. GAAP,
requires estimates and assumptions that affecefimted amounts and classifications of assetdiaitities, revenue and expense, and the rel
disclosures of contingent liabilities on the cordatied financial statements and accompanying ndtes SEC has defined a company's critical
accounting policies as the ones that are most itapoto the portrayal of the company's financialditon and results of operations, and which
require the company to make its most difficult anfjective judgments, often as a result of the needake estimates of matters that are
inherently uncertain. Based on this definition, veere identified the following critical accountinglizies and estimates addressed below. We also
have other key accounting policies, which involve tise of estimates, judgments, and assumptioharthaignificant to understanding our res
See Note 2 Summary of Significant Accounting Policfesf the Notes to Consolidated Financial Stateménmtéurther information. Although we
believe that our estimates, assumptions, and judtgrage reasonable, they are based upon informatiaitable at the time. Actual results may
differ significantly from these estimates undefefiént assumptions, judgments, or conditions.

Revenue

We recognize revenue when the following criteria @et: persuasive evidence of an arrangement gatedigery has occurred; the selli
price is fixed or determinable; and collectabilgyeasonably assured.

Third party revenue recognition

We generate third party revenue, where we acteathitd party marketing agent, by offering goodd aarvices provided by third party
merchant partners at a discount through our lamaincerce marketplace that connects merchants tagars. Our marketplace includes deals
offered through a variety of categories includibgcal, National, Goods, Getaways and Live. Custamperchase the discount vouchers
("Groupons") from us and redeem them with our mantipartners.

The revenue recognition criteria are met when tivabrer of customers who purchase a given deal ezdbecpredetermined threshold
(where applicable), the Groupon has been electatinidelivered to the purchaser and a listing of@ons sold has been made available to the
merchant. At that time, our obligations to the rhartt, for which we are serving as a marketing ggastsubstantially complete. Our remaining
obligations, which are limited to remitting paymémthe merchant and continuing to make availahlewr website information about Groupons
sold that was previously provided to the mercharg,inconsequential or perfunctory. We record asmee the net amount we retain from the sale
of Groupons
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after deducting the portion of the purchase ptiee is payable to the featured merchant, excludimgapplicable taxes and net of estimated
refunds for which the merchant's share is recover&evenue is recorded on a net basis becauseeveeting as a marketing agent of the
merchant in the transaction.

For merchant payment arrangements that are stadtturder a redemption model, merchant partnemaneaid until the customer
redeems the Groupon that has been purchasedustaencer does not redeem the Groupon under this gratymodel, we retain all the gross
billings. We record revenue from unredeemed Grog@omd derecognize the related accrued merchanblgayaen our legal obligation to the
merchant expires, which we believe is shortly afesl expiration in most jurisdictions that havgmant arrangements structured under a
redemption model. However, prior to 2012, we haddnically concluded based on our interpretationppglicable German law that our obligation
to merchants in that jurisdiction extended for ¢hyears. Due to a recent German tax ruling, wheduires us to remit value-added taxes ("VAT")
earlier on unredeemed Groupons, we began recogmeuenue from unredeemed Groupons in Germanylgladter deal expiration during 2012,
consistent with most other jurisdictions. As a tegbe quarter ended September 30, 2012 include®ll&.5 million one-time increase to third
party revenue, which represented the cumulativeanpf deals in Germany for which, based on themetax ruling, our obligation to the
merchant would have ended prior to that quarteslyogl (i.e., prior to July 1, 2012).

Direct revenue recognition

We evaluate whether it is appropriate to recordgtioss amount of our sales and related costs tsidening a number of factors,
including, among other things, whether we are ttiragry obligor under the arrangement, have inventisk, and have latitude in establishing
prices.

Direct revenue is derived primarily from sellingopucts through our Goods category where we arm#rehant of record. We are the
primary obligor in these transactions, are sulijggeneral inventory risk and have latitude in lelsshing prices. Accordingly, direct revenue is
recorded on a gross basis, excluding any applicalkis and net of estimated refunds. For purpdsegatuating whether product revenue should
be recognized on a gross basis, unmitigated geimeeaitory risk is a strong indicator of whethegedler has the risks and rewards of a princip
the sale transaction. U.S. GAAP specifies that gameventory risk exists if a seller either takitke to a product before that product is ordergd b
a customer (that is, maintains the product in inmgf) or will take title to the product if it is tiened by the customer (that is, back-end inventory
risk) and the customer has a right of return. Wieeshanmitigated general inventory risk on all of direct revenue. Currently, that general
inventory risk is primarily in the form of back-eiventory risk, as the amount of inventory thatma&intain on hand has not been significant in
relation to the amount of our direct revenue. Hosvewe had $39.7 million of inventory on hand atBmber 31, 2012, and in future periods we
may continue to increase the levels of inventorhand for our Goods category. For Goods transaxtidrere we are performing a service by
acting as a marketing agent of the merchant, revenrecorded on a net basis and is presentedwtitind party revenue.

Direct revenue, including associated shipping reeers recorded when the products are shippedigagasses to customers.
Discounts

We provide discounts offers to encourage purchakgeods and services through our marketplace.h®d party revenue transactio
discounts provided to purchasers of Groupons retheaet amount that we retain after paying a portif the purchase price to the merchant
record discounts as a reduction of revenue.

Refunds

We estimate future refunds utilizing a statisticeldel that incorporates the following data inputd factors: historical refund experience
developed from millions of deals featured on oubsite, the relative risk of refunds based on exjoinadate, deal value, deal category and other
qualitative factors that could impact the levefudtire refunds, such as introductions of new dehésontinuations of legacy deals, and expected
changes, if any, in our practices in responseftonckexperience or economic trends that might irhpastomer demand. The portion of customer
refunds for which the merchant's share is not rele on third party revenue deals is estimateddan the refunds that are expected to be
issued after expiration of the related vouches réfunds that are expected to be issued due tchanetrbankruptcy or poor customer experience,
and whether the payment terms of the related metawatracts are structured using a redemption paymodel or a fixed payment model.

In early 2012, actual refund activity for dealstégad late in 2011 was demonstrating a consistenttthat was
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deviating from the modeled refund behavior, dupdrt to a shift in fourth quarter deal mix and t@gprice point offers. Accordingly, we updated
our refund model to better capture variationsémds in its business. By continually refining te&und model to reflect such data inputs as
discussed above, we believe that our model enablés track and anticipate refund behavior.

We accrue costs associated with refunds within Fded expenses" on the consolidated balance sfdmtxost of refunds for third party
revenue where the amounts payable to the merchanéeoverable and for all direct revenue is preeskan the consolidated statements of
operations as a reduction to revenue. The cogtfofds for third party revenue for which the merdtsashare is not recoverable is presented as a
cost of revenue.

We assess the trends that could affect our estinmst@n ongoing basis and make adjustments tethed reserve calculations if it
appears that changes in circumstances, includiagggs to the Company's refund policies, may causesfrefunds to differ from our original
estimates. If actual results are not consistertt thi¢ estimates or assumptions stated above, wene®d/to change our future estimates, and the
effects could be material to the consolidated foi@nstatements.

Business Combinations and Impairment Assessment&obdwill and Long-Lived Assets

A component of our growth strategy has been toiee@und integrate businesses that complement gstirexoperations. We account for
business combinations using the acquisition metti@tcounting and allocate the purchase price gfiiaged companies to the tangible and
intangible assets acquired and liabilities assub@segd upon their estimated fair values at the pseeldate. The difference between the purchase
price and the fair value of the net assets acqusregcorded as goodwill.

In determining the fair value of assets acquired la@bilities assumed in business combinationsfandetermining fair values in
impairment tests, we use one of the following redbgd valuation methods: the income approach (diotudiscounted cash flows), the market
approach and the cost approach. Our significaimhatgs in those fair value measurements includatiigeng business factors such as size,
growth, profitability, risk and return on investmiemd assessing comparable revenue and operatiognénmultiples. Further, when measuring
value based on discounted cash flows, we make ga®us about risladjusted discount rates, future price levels, ratéscrease in revenue, ct
of revenue, and operating expenses, weighted ave@g) of capital, rates of long-term growth, amtbme tax rates. Valuations are performed by
management or independent valuation specialistsrundnagement's supervision, where appropriatebéfeve that the estimated fair values
assigned to the assets acquired and liabilitiasnasd and for determining fair value in business lmoations and impairment tests are based on
reasonable assumptions that marketplace particpamtld use. However, such assumptions are inHgnemtertain and actual results could di
from those estimates.

Goodwill is allocated to our four reporting unitBlerth America, EMEA, APAC and LATAM, at the datestgoodwill is initially
recorded. Once goodwill has been allocated toeherting units, it no longer retains its identifica with a particular acquisition and becomes
identified with the reporting unit in its entiretxccordingly, the fair value of the reporting uag a whole is available to support the recovetgbili
of its goodwill.

We evaluate goodwill for impairment annually on @#r 1 or more frequently when an event occursronimstances change that
indicates the carrying value may not be recoverable evaluate the recoverability of goodwill usigwo-step impairment test. In the first step,
the fair value of the reporting unit is comparedtsdook value including goodwill. If the fair wad of the reporting unit is in excess of its book
value, the related goodwill is not impaired andumther analysis is necessary. If the fair valu¢hefreporting unit is less than its book valuer¢
is an indication of potential impairment and a setstep is performed. When required, the secoqddttesting involves calculating the implied
fair value of goodwill for the reporting unit. Thmplied fair value of goodwill is determined in tekame manner as goodwill recognized in a
business combination, which is the excess of the/édue of the reporting unit determined in stey @ver the fair value of its net assets and
identifiable intangible assets as if the reportimit had been acquired. If the carrying value efriporting unit's goodwill exceeds the impliea
value of that goodwill, an impairment loss is regiagd in an amount equal to that excess.

For reporting units with a negative book value. (iexcess of liabilities over assets), we evalgatditative factors to determine whethe
is necessary to perform the second step of thevgtiachpairment test. As of October 1, 2012, liatils exceeded assets for our EMEA and
LATAM reporting units. Due to the significant deedi in our overall market capitalization, the chadlimg economic conditions in Europe
(applicable to our EMEA reporting unit), and otlgemlitative factors, we determined that the seaiagd should be performed in connection with
the October 1, 2012 goodwill impairment tests far EMEA and LATAM reporting units. The goodwill atated to our EMEA and LATAM
reporting units was $104.4 million and $11.2 milliorespectively, as of the testing date. The gadlbdilocated to the EMEA reporting unit
primarily arose from our
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May 2010 acquisition of CityDeal Europe GmbH ("@al"), whose collective buying business had baandhed in January 2010. No goodwill
impairment was recognized for any of our reportings in connection with our October 1, 2012 anrnesi. As of October 1, 2012, our market
capitalization of $3.0 billion substantially exceeldour consolidated net book value of $800.0 nmillio

Long-lived assets, such as property, equipment and amffwet and intangible assets, net, are revieareidhpairment whenever eve
or changes in circumstances indicate that the iceyrgmount of an asset or asset group may notdmveeable. If circumstances require th
long-lived asset or asset group be tested for possilg@irment, we first compare the undiscounted chmshsfexpected to be generated by
long-lived asset or asset group to its carrying @mholf the carrying amount of the lorlived asset or asset group is not recoverable «
undiscounted cash flow basis, an impairment isgeized to the extent that the carrying amount edsés fair value.

Future changes in our assumptions or the inteiwekstip of those assumptions may negatively imfgatre valuations. In future
measurements of fair value, adverse changes imgsguns could result in an impairment of goodwillimtangible assets that would require a non-
cash charge to the consolidated statements of tipesand may have a material effect on our finelnzdndition and operating results.

Income Taxes

We account for income taxes using the asset ahifitjamethod, under which deferred income tax &saad liabilities are recognized
based upon anticipated future tax consequencdsuddiible to differences between financial statencamying values of assets and liabilities and
their respective tax bases. We regularly revieveidetl tax assets to assess whether it is morg tkah not that the deferred tax assets will be
realized and, if necessary, establish a valuatiomance for portions of such assets to reducednging value.

For purposes of assessing whether it is more littedy not that our deferred tax assets will bezed] we consider the following four
sources of taxable income for each tax jurisdict{ah future reversals of existing taxable temppudifferences, (b) projected future earnings, (c)
taxable income in carryback years, to the exteattdhrrybacks are permitted under the tax lawkegpplicable jurisdiction, and (d) tax planning
strategies, which represent prudent and feasibierscthat a company ordinarily might not take, Wwotlld take to prevent an operating loss or tax
credit carryforward from expiring unused. To théest that evidence about one or more of these gswttaxable income is sufficient to support
a conclusion that a valuation allowance is not ssaey, other sources need not be considered. Qffeemvidence about each of the sources of
taxable income is considered in arriving at a casioh about the need for and amount of a valuatiewance. We have incurred significant
losses in recent years and had accumulated deffck853.5 million and $698.7 million at Decembér 2012 and 2011, respectively. A
cumulative loss in the most recent three-year paga significant piece of negative evidence thdaifficult to overcome when assessing the
realizability of deferred tax assets. Consequemté/have only recognized deferred tax assets textent that they will be realizable either
through future reversals of existing taxable terappdifferences or through taxable income in caapioyears for the applicable jurisdictions. [
to our cumulative losses, we have recognized vialualowances against deferred tax assets thatareupported by those objective sources of
taxable income. As of December 31, 2012 and 20&1have not recognized deferred tax assets withealuation allowance when the only
sources of taxable income are projected futureiegsror tax planning strategies. For certain jucisoins where applicable tax law imposes
limitations that may prevent us from realizing deferred tax assets through the scheduled rewvar&atable temporary differences, we have
recorded valuation allowances in excess of thelefgrred tax asset balances. A change in the assmmpsed to assess the realizability of our
deferred tax assets could cause an increase @adecto the valuation allowance and, consequenthyeffective tax rate, which could materially
impact our results of operations.

We are subject to taxation in the United Stategpua state and foreign jurisdictions. Significardgment is required in determining the
worldwide provision for income taxes and recording related income tax assets and liabilities. mythe ordinary course of business, there are
many transactions and calculations for which thienalte tax determination is uncertain. For example,effective tax rate could be adversely
affected by earnings being lower than anticipatedountries where we have lower statutory rateshégiaer than anticipated in countries where
we have higher statutory rates, by changes indareurrency exchange rates, by changes in theti@uaf our deferred tax assets and liabilities,
or by changes in the relevant tax, accounting @herdaws, regulations, principles and interpretasi Our practice for accounting for uncertainty
in income taxes is to recognize the financial stetet benefit of a tax position only after determgnthat the relevant tax authority would more
likely than not sustain the position following amd@. For tax positions meeting the more-likelysthaot criteria, the amount recognized in the
financial statements is the largest benefit thaténgreater than 50 percent likelihood of bein¢jzed upon ultimate settlement with the relevant
tax authority.

We are subject to audit in various jurisdictionsd auch jurisdictions may assess additional inctamegainst us.
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Although we believe our tax estimates are reasendht final determination of any tax audits ang atated litigation could be materially
different from income tax provision accruals arrefore, could materially affect our operatingutessor cash flows in the period(s) in which that
determination is made.

Other-Than-Temporary Impairment of Investments

An unrealized loss exists when the current faingalf an investment is less than its amortized loasis. We conduct periodic reviews of
all of our investments with unrealized losses taleate whether those impairments are other-thapdeany. This evaluation, which is performed
at the individual investment level, consists ofesal qualitative and quantitative factors regardhmgyseverity and duration of the unrealized loss,
as well as our intent and ability to hold the inwesnt for a period of time that is sufficient téoal for an anticipated recovery in value. Evidence
considered in this evaluation includes the amoé@ith@impairment, the length of time that the inwesnt has been impaired, the factors
contributing to the impairment, the financial cai@h and near-term prospects of the investee, taqmrating trends and forecasted performance
of the investee, market conditions in the geogmphea or industry in which the investee operated,our strategic plans for holding the
investment in relation to the period of time expéedior an anticipated recovery in value. Additidyyalve consider whether we intend to sell the
investment or whether it is more likely than nattttve will be required to sell the investment befaecovery of its amortized cost basis.

For the year ended December 31, 2012, we recor§80.6 million other-than-temporary impairment efuan, a cost method investm
with operations in China. We obtained this invesite June 2012 as part of a transaction in whielreceived a 19% interest in F-tuan, in the
form of common and Series E preferred shares,éhange for our 49.8% interest inG&@mmerce, an equity method investment with opanatin
China, and an additional $25.0 million of cash éd&sation. We recognized a $56.0 million non-ogatagain as a result of this transaction,
which represented the excess of the acquisitioa{@at value of the 19% interest in F-tuan thatagquired over the carrying value of our
investment in E-Commerce and the $25.0 millionasftcconsideration. The $128.1 million acquisitiatedfair value of our investment in F-tuan,
a nonpublic entity, was determined using the distedi cash flow method, which is an income approant,the resulting value was corroborated
using the market approach. The inputs used to astifair value under the discounted cash flow nektholuded financial projections and the
discount rate. Because these fair value inputsi@mbservable, fair value measurements of our invest in Ftuan are classified within Level 3
the fair value hierarchy.

In connection with the acquisition-date fair valueasurement of F-tuan, we obtained financial ptimes from the investee. We
evaluated those financial projections and basesuofknowledge of the business and related markaditions. As a result of our evaluations,
downward adjustments were applied to reduce theipated growth that was reflected in the origipadjections. We applied a 25% discount rate
to the adjusted cash flow projections, which ineldidn entity-specific risk premium to account fog tiskiness and uncertainty inherent in the
business. Additionally, we corroborated the acdjoisidate fair value measurement of F-tuan by esiimg the fair value of our 49.8% interest in
E-Commerce at the time of the transaction and coimgp#he estimated fair value of the consideratientransferred, including the additional
$25.0 million of cash consideration, to the esteddir value of the investment in F-tuan that Wweamed.

In January 2013, we obtained updated financialgat@gns from the investee, as well as their opegatesults for the year ended
December 31, 2012. The investee's operating loghdoyear-ended December 31, 2012 was lower timtoss that was forecasted at the time of
our investment, primarily due to lower-than-foreeasoperating expenses. However, actual 2012 reganeare lower than the adjusted financial
projections used at the time of our investmenttaedupdated financial projections provided by theestee at year-end indicated significant
declines in forecasted revenues in future yeac®agpared to the adjusted financial projections w@ebe time of our investment due to reduced
gross billings and deal margin forecasts. As ofddeloer 31, 2012, we continued to apply a discoucasti flow approach, corroborated by a
market approach, to estimate the fair value ofiouestment in F-tuan. For the December 31, 20I2/&ue measurement, we used the updated
financial projections and a discount rate of 30%e Thcrease to the discount rate as compared tactigsition-date fair value measurement was
primarily attributable to an increase in the enrsipecific risk premium to reflect our current assesnt of the riskiness of this investment. The
resulting fair value measurement of our investme-tuan was $77.5 million as of December 31, 2015@&6&million reduction from the $12¢
million fair value measurement at the time of aitial investment in June 2012,

Our evaluation of other-than-temporary impairmem®Ilves consideration of qualitative and quanitiafactors regarding the severity
and duration of the unrealized loss, as well astimpany's intent and ability to hold the investifena period of time that is sufficient to allow
for an anticipated recovery in value. Although twestment in F-tuan has not been in an unrealzsgiposition for an extended period of time
and we have no current plans to dispose of thisstmaent, we concluded that the impairment is dtheen temporary due to the significant decli
in forecasted revenue growth and the severity efifirealized loss as of December 31, 2012. We eaeded the $50.6 million other-than-
temporary impairment
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of our investment in F-tuan within “Interest anti@tincome, net” in the consolidated statementpefations for the year ended December 31,
2012.

We also recorded an additional $1.2 million otherttemporary impairment of an equity method investniest nonpublic entity, whic
is reported within “Loss on equity method investeéeghe consolidated statement of operationsfieryear ended December 31, 2012.

Stock-Based Compensation

We measure stock-based compensation cost at faie,vaet of estimated forfeitures. Expense is galyerecognized on a straighbe
basis over the service period during which awardseapected to vest, except for awards with peréorce conditions, which are recognized u
the accelerated method. We include stbeked compensation expense within "Cost of reveniMarketing" and "Selling, general &
administrative” on our consolidated statementspefrations. The fair value of restricted stock agstricted stock units is based on the fair vali
our common stock on the date of grant. Prior toittigal public offering, determining the fair vauof stockbased awards at the grant «
required judgment.

We have not granted any stock options subsequehirte 30, 2011. For the stock options that we gohnp to that date, we used
Black-Scholes-Merton option-pricing model to detarenthe fair value. The determination of the grdate fair value of options using an option-
pricing model was affected by our estimated commstock fair value as well as assumptions regardingraber of other complex and subjec
variables. These other variables include our exgestock price volatility over the expected termtioé options, stock option exercise
cancellation behaviors, risk-free interest rates, @xpected dividends, which were estimated asvisli

. Fair Value of Our Common Stoc Prior to our initial public offering in Novemb@011, our stock had not been publicly traded
we estimated the fair value of common stock asudised in "Common Stock Valuations" below.

. Expected Term The expected term represents the period of tireestock options are expected to be outstandingvasdbased ¢
the "simplified method" allowed under SEC guidanéée used the "simplified method" due to the lacksafficient historice
exercise data to provide a reasonable basis up@hwdhotherwise estimate the expected life ofdtoek options.

. Volatility. Because we did not have a trading history prioNbvember 2011 for our common stock, the expestedk prict
volatility was estimated by taking the averagedistprice volatility for publiclytraded options of comparable industry peers sii
in size, stage of life cycle and financial leverdggsed on daily price observations over a peripdvalent to the expected term of
stock option grants. We did not rely on impliedatdities of traded options in our industry peemmmon stock because the volt
of activity was relatively low.

. Riskfree Interest Rate.The riskfree interest rate was based on the yields of Ur&asury securities with maturities similar to
expected term of the options for each option group.

. Dividend Yield. We do not presently plan to pay cash dividendsha foreseeable future. Consequently, we usedxpacest
dividend yield of zero.

If any of the assumptions used in the Black-SchiMeston model changes significantly, stdoaised compensation for any future s
option awards may differ materially compared whh awards granted previously.

We did not grant any stock options during the yeaded December 31, 2012. The following table prsséme weightedwerag
assumptions used to estimate the fair value oboptgranted during the years ended December 31, &1 2010:

2011 2010
Dividend yield —% —%
Risk-free interest rate 1.79% 2.58%
Expected term (in years) 4.47 6.13
Expected volatility 44% 46%
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Common Stock Valuations

The fair value of the common stock underlying aiock options was determined by our board of dinestor the Board, which intend
that all options granted were exercisable at eeuer share not less than the per share fair wdloar common stock underlying those option
the date of grant. The assumptions we used indhetion model were based on future expectationshawed with management judgment. In
absence of a public trading market prior to outiahipublic offering in November 2011, the Boardittwinput from management, exerci:
significant judgment and considered numerous oljeend subjective factors to determine the falug@af our common stock as of the dat
each option grant, including the following factors:

. the prices, rights, preferences and privilegesuofpoeferred stock relative to the common st

. the prices of our preferred stock sold to owsivestors in armkength transaction

. our operating and financial performar

. current business conditions and projecti

. the hiring of key personn:

. the history of our company and the introductiomedv products and servic

. our stage of developme

. the likelihood of achieving a liquidity eventrfthe shares of common stock underlying these stptikns, such as an initial public

offering or sale of our company, given prevailingriet conditions;

. any adjustment necessary to recognize a lack dfetatility for our common stoc
. the market performance of comparable publichgled companies; a
. the U.S. and global capital market conditit

We granted stock options with the following exeggsice ranges each quarter since the beginni2g@s.

Shares Underlying Weighted Average
Three Months Ended Options Exercise Price ($)
March 31, 2008 — —
June 30, 2008 60,00( 0.01¢
September 30, 2008 960,00( 0.01¢
December 31, 2008 1,200,001 0.01¢
March 31, 2009 600,00( 0.02¢
June 30, 2009 5,628,001 0.04¢
September 30, 2009 6,516,00! 0.08(
December 31, 2009 1,746,001 0.25¢
March 31, 2010 11,250,00 1.21(
June 30, 2010 2,242,80! 1.67¢
September 30, 2010 3,736,401 2.24¢
December 31, 2010 301,20( 3.47¢
March 31, 2011 120,00( 7.90(C
June 30, 2019 38,00( 0.01t

Q) The 38,000 options granted in the three moeitted June 30, 2011 have an exercise price oi$@€cause they were granted as part of a setttergeEement with a
former employee. The exercise price of these optiepresents the fair value of the stock when thgl@yee left the Company.
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Recently Issued Accounting Standards

There are no accounting standards that have bseeddut not yet adopted that we believe will haweaterial impact on our financial
position or results of operations.
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ITEM 7A: QUANTITATIVE AND QUALITATIVE DISCLOSURE AB  OUT MARKET RISK

We have operations both within the United States iaternationally, and we are exposed to markédsria the ordinary course of ¢
business, including the effect of foreign curreflogtuations, interest rate changes and inflatioformation relating to quantitative and qualita
disclosures about these market risks is set fatbvn

Foreign Currency Exchange Risk

We transact business in various foreign currermiesr than the U.S. dollar, principally the EuroitiBh pound sterling, Japanese yen
Brazilian real, which exposes us to foreign curyensk. For the year ended December 31, 2012 ,evived approximately 50.1%f our revenu
from our International segment. Revenue and relatgenses generated from our international operatwe generally denominated in the |
currencies of the corresponding countries. Thetfanal currency of our subsidiaries that eitherrape or support these markets is generall
same as the corresponding local currency. Thetsesfibperations of, and certain of our intercompbalances associated with, our internati
operations are exposed to foreign exchange rateufitions. Upon consolidation, as exchange rates war revenue and other operating re:
may differ materially from expectations, and we megord significant gains or losses on the re-mreasent of intercompany balances.

We assess our foreign currency exchange risk basduypothetical changes in rates utilizing a serigitanalysis that measures
potential impact on working capital based on a I@t@nge (increase and decrease) in currency ratesusé@/ a current market pricing mode
assess the changes in the value of the U.S. dwilfmreign currency denominated monetary assetdiaitities. The primary assumption uset
these models is a hypothetical 10% weakening engthening of the U.S. dollar against all our cocseexposures as of December 31, 2642
2011.

As of December 31, 2012our net working capital deficit (defined as cutrassets less current liabilities) from subsigiarihat ar
subject to foreign currency translation risk wa®®38 million. The potential increase in this working capitafidefrom a hypothetical 10¢
adverse change in quoted foreign currency excheags would be $19.7 million . This compares $328.1 millionworking capital defic
subject to foreign currency exposure at December2811, for which a 10% adverse change would haselted in a potential increase in
working capital deficit of $32.8 million . The prary difference between foreign currency exposuoenfiDecember 31, 2011 december 3:
2012 is due to fluctuations in foreign currencigaiast the U.S. Dollar during 2012 and improvemémigorking capital deficit over the year.

Interest Rate Risk

Our cash and cash equivalents primarily consistash and money market funds. We currently do aeé hongterm borrowings exce
for $0.8 million of longterm capital lease obligations, which do not expeseo significant interest rate risk. Our expostarenarket risk fc
changes in interest rates is limited because na#irdf our cash and cash equivalents have a s@ort-maturity and are used primarily for work
capital purposes. In November 2012, we purchasmuheertible debt security issued by an nonpublitefor $3.0 millionand have classified t
security as available-for-sale. The interest rae n this security is not significant.

Impact of Inflation

We believe that our results of operations are natenmlly impacted by moderate changes in the tioflarate. Inflation and changi

prices did not have a material effect on our biusgnénancial condition or results of operation2@12, 2011 or 2010.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Groupoa,

We have audited the accompanying consolidated balaheets of Groupon, Inc. as of December 31, 2022011, and the rela
consolidated statements of operations, comprehesss, stockholders' equity, and cash flows feraghach of the three years in the period e
December 31, 2012. Our audits also included thenfifal statement schedule listed in Item 15(2).s€Hfnancial statements and schedule ar
responsibility of the Company's management. Oysarsibility is to express an opinion on these foahstatements and schedule based o
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighamo(United States). Thc
standards require that we plan and perform thet aadibtain reasonable assurance about whethéiintuecial statements are free of mate
misstatement. An audit also includes examiningadast basis, evidence supporting the amounts aatbslres in the financial statements.
audit also includes assessing the accounting piexiused and significant estimates made by marageras well as evaluating the ove
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the financial statements referredabove present fairly, in all material respedig tonsolidated financial position
Groupon, Inc. at December 31, 2012 and 2011, amadsolidated results of its operations, andashdlows for each of the three years in
period ended December 31, 2012, in conformity Wit®. generally accepted accounting principles. Aisoour opinion, the related financ
statement schedule when considered in relatiornéobiasic consolidated financial statements takea aole, presents fairly in all mate
respects the information set forth therein.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@udnited States), Groupc
Inc.'s internal control over financial reporting @sDecember 31, 2012, based on criteria estaldishdnternal Controlntegrated Framewo
issued by the Committee of Sponsoring Organizatioihthe Treadway Commission and our report datelrigey 27, 2013 expressed
unqualified opinion thereon.

/sl Ernst & Young LLP
Chicago, lllinois
February 27, 2013




GROUPON, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

December 31,

2012 2011
Assets
Current assets:
Cash and cash equivalents $ 1,209,28: $ 1,122,93
Accounts receivable, net 96,71 108,74
Deferred income taxes 31,21: 19,24:
Prepaid expenses and other current assets 150,57: 72,40:
Total current assets 1,487,78! 1,323,32
Property, equipment and software, net 121,07. 51,80(
Goodwill 206,68¢ 166,90:
Intangible assets, net 42,591 45,66"
Investments 84,20¢ 50,60
Deferred income taxes, non-current 29,91¢ 46,10¢
Other non-current assets 59,21( 90,07:
Total Assets $ 2,031,47. % 1,774,47
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 59,86 $ 40,91¢
Accrued merchant and supplier payables 671,30! 520,72:
Accrued expenses 246,92 212,00
Deferred income taxes 53,70( 76,84:
Other current liabilities 136,64 144,67.
Total current liabilities 1,168,44. 995,16:
Deferred income taxes, non-current 20,86( 7,42¢
Other non-current liabilities 100,07: 70,76¢
Total Liabilities 1,289,37 1,073,35
Commitments and contingencies (see Note 7)
Redeemable noncontrolling interests — 1,65:%

Stockholders' Equity

Class A common stock, par value $0.0001 per sBa080,000,000 shares authorized, 654,523,706 &
641,745,225 shares issued and outstanding at Dece8hb2012 and 2011, respectively 65 64
Class B common stock, par value $0.0001 per st@r@800,000 shares authorized, 2,399,976 shares
issued and outstanding at December 31, 2012 ard 201 — —

Common stock, par value $0.0001 per share, 2,00@00 shares authorized, no shares issued and
outstanding at December 31, 2012 and 2011 — —

Additional paid-in capital 1,485,001 1,388,25:
Accumulated deficit (753,47") (698,70.)
Accumulated other comprehensive income 12,44¢ 12,92¢
Total Groupon, Inc. Stockholders' Equity 744,04( 702,54:
Noncontrolling interests (1,939 (3,079
Total Equity 742,10: 699,46
Total Liabilities and Equity $ 2,031,47.  $ 1,774,47

See Notes to Consolidated Financial Statements.

62




GROUPON, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share and per share amounts)

Year Ended December 31,

2012 2011 2010
Revenue:
Third party and other revenue $ 1,879,720 $ 1,589,60. $ 312,94:
Direct revenue 454,74 20,82¢ —
Total revenue 2,334,47. 1,610,43 312,94:
Cost of revenue:
Third party and other revenue 297,73¢ 243,78¢ 42,89¢
Direct revenue 421,20: 15,09( —
Total cost of revenue 718,94( 258,87 42,89¢
Gross profit 1,615,53 1,351,55 270,04!
Operating expenses:
Marketing 336,85¢ 768,47. 290,56¢
Selling, general and administrative 1,179,08 821,00: 196,63
Acquisition-related expense (benefit), net 897 (4,537) 203,18:
Total operating expenses 1,516,83 1,584,93 690,38¢
Income (loss) from operations 98,70: (233,38() (420,34,
Interest and other income, net 6,16¢ 5,97¢ 284
Loss on equity method investees (9,925 (26,657) —
Income (loss) before provision (benefit) for incoméaxes 94,94 (254,06)) (420,06()
Provision (benefit) for income taxes 145,97: 43,69° (6,674
Net loss (51,03) (297,76)) (413,381
Less: Net (income) loss attributable to noncontiglinterests (3,742 18,33 23,74¢
Net loss attributable to Groupon, Inc. (54,779 (279,42) (389,64()
Dividends on preferred stock — — (1,362)
Redemption of preferred stock in excess of carrygige — (34,32 (52,899
Adjustment of redeemable noncontrolling interesteetlemption value (12,609 (59,74() (12,429
Net loss attributable to common stockholders $ (67,37) $ (373,49) $ (456,32()
Net loss per share
Basic $ 0.10 $ (109 $ (1.39)
Diluted $ 0.10 $ (109 $ (1.39)
Weighted average number of shares outstanding
Basic 650,214,11 362,261,32 342,698,77
Diluted 650,214,11 362,261,32 342,698,77

See Notes to Consolidated Financial Statements.
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GROUPON, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in thousands)

Year Ended December 31,

2012 2011 2010

Net loss $ (51,03) $ (297,76) $ (413,38()
Other comprehensive income, net of tax:

Foreign currency translation adjustments 42F 3,05 9,87¢

Unrealized gain on available-for-sale debt security 53 — —
Other comprehensive income 47¢ 3,05¢ 9,87¢
Comprehensive loss (50,557 (294,709 (403,51)
Less: Comprehensive (income) loss attributableotecantrolling interests (4,707) 18,33t 23,74¢
Comprehensive loss attributable to Groupon, Inc. $ (55,259 $ (27637)  $ (379,76

See Notes to Consolidated Financial Statements
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GROUPON, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(in thousands, except share amounts)

Groupon, Inc. Stockholders' Equity

Series B, D, E, F,
and G Preferred
Stock

Class A and Class B

Common Stock Additional Accumulated Total Groupon Inc.

Shares

Amount

Treasury Paid-In Stockholder Accumulated Other Comp. Stockholder's
Shares Amount Stock Capital Receivable Deficit Income Equity

Non-
controlling
Interests

Total
Equity

Balance at
December 31,
2009 —

Net loss —

Foreign currency
translation —

Adjustment of

redeemable

noncontrolling

interests to

redemption value —

Stock issued in

connection with

business

combinations

and to settle

contingent

consideration —

Proceeds from

issuance of

stock, net of

issuance costs 18,447,67

Exercise of stocl
options, net of
tax benefits —

Vesting of
restricted stock
units —

Stock-based

compensation ol
equity-classified

awards —
Redemption of

preferred stock (580,38

Repurchase of
common stock —

Reclassification

of redeemable

preferred stock 11,166,33
Preferred stock

dividends =

34589299 $ 3 = — $ (149 $ (2982 $ — 3 (29,969)
— — — — — (389,64 — (389,641)

_ _ — — — — 9,87% 9,87¢

— — — (12,429 — — — (12,42

86,234,31 1 — 348,01 — — — 348,01

- - — 584,65 — — —_ 584,651

2,428,66 — — 36¢ (142) — — 22i

165,00( — — — — — — —

— — — 22,16( — — — 22,16(

— — — (55,009 — — — (55,009

(93,328,65) —  (50317) = = = = (503,17)

— — — 34,71 — — — 34,71

— — = (1,369 — — — (1,36%)

$ —
(1,530

$ (29,969
@ (391,170 ®

9,87¢

(12,425

348,01

584,65¢

22,16(
(55,009

(503,179

34,71%

(1,369

Balance at

December 31,

2010 29,033,62
Net loss —
Foreign currency

translation —

Adjustment of

redeemable

noncontrolling

interests to

redemption valus —

Stock issued in
connection with
business
combinations
and equity
method

investment —

Restricted stock

issued in

connection with

business

combinations —

Proceeds from

issuance of

stock, net of

issuance costs 15,827,79

Exercise of stocl
options, net of
tax benefits —

Vesting of
restricted stock
units —

Tax withholding
related to net

341,392,31 $ 4 $(503,17) $ 921,120 $ (28 $ (419.46) $  987F $ 8,071
_ — — — = (279,42) — (279,42)

— — — — — 3,05% 3,05¢

= = = (59,74 = = = (59,74()

3,658,79 — — 55,14 — — — 55,14

366,96- — — 1,142 — — — 1,14:

42,431,66 4 — 1,253,90 144 — — 1,254,05

4,990,66! — — 2,72¢ 14z — — 2,871

1,070,43; — — — — — —

$ (1,530
2,972

$ 6,547
O $(276,45) @

3,05%

(59,740

55,147

1,14

1,254,05

2,871



of restricted
stock units — — — — — (4,200 — = = (4,200 = (4,200
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Vesting of
performance
stock units

Stock-based
compensation or
equity-classified
awards

Redemption of
preferred stock

Repurchase of
common stock

Purchase of
additional
interests in
consolidated
subsidiaries

Return of
common stock

Excess tax
benefits on stock-
based
compensation

Recapitalization
of outstanding
shares to Class /
and Class B

(370,40)

common stock  (44,491,01)

Reclassification
of dividends paid
on redemption of
common stock

Forfeiture of
dividends

Partnership
distributions to
noncontrolling
interest holders

960,001

(45,090,18)

1,454,83

(400,00()

293,309,71

5€

(353,769

808,66¢

48,27%

88,97¢

(35,009

13,98:

(4,916

12,05:

(808,661

(48,279

= 88,97¢
— (35,009

= (353,769

— 13,98:

= (4,916

— 12,05!

1,00%

(5,525

88,97¢
(35,009

(353,769)

14,98¢

(4,916

12,05:

51

191

(5,525

Balance at
December 31,
2011

Net loss

Foreign currency
translation

Unrealized gain
on available-for-
sale debt
security, net of
tax

Adjustment of
redeemable
noncontrolling
interests to
redemption value

Restricted stock
issued to
employees in
connection with
business
combinations

Purchase of
additional
interests in
consolidated
subsidiaries

Shares issued to
settle liability-
classified awards
and contingent
consideration

Exercise of stock
options

Vesting of
restricted stock
units

Tax withholding
related to net
share settlement
of stock options
and restricted
stock units

Stock-based
compensation on
equity-classified
awards

Excess tax
benefits, net of
shortfalls, on
stock-based

AR A ARAA tim

644,145,20

152,44

51,00¢

660,53

9,025,16

4,452 97

(1,563,64)

64

$1,388,25!

(12,609

(2,589

2,50%

9,312

(14,919

93,78:

LR Y-34

12,92¢ $ 702,54

— (54,779

(538) (538)

= (12,609

= (2,589

— 2,50

— 9,31¢

= (14,919

— 93,78!

21 ner

$ (3,079
3,74¢

96(

73¢

$699,46'
@ (51,029

42t

(12,609

(1,845)

2,50%

9781E

(14,918

93,78:

21 nar



Partnership
distributions to
noncontrolling
interest holders

Balance at
December 31,
2012

[©]

— — — — — — (4,317 (4,319

— $ — 65692368 $ 65 $ —  $1485000 $ — $ (75347) $ 1244¢ $ 744,04 $ (1,939  $742,10:

Excludes less than $0.1 million , $21.3 million &2&2.2 million attributable to redeemable noncdliitrg interests for the years ended December 31222011 and
2010, respectively, which are reported outsideesmanent equity on the consolidated balance sheets
See Notes to Consolidated Financial Statements
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GROUPON, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,

2012 2011 2010
Operating activities
Net loss $ (51,03) $ (297,76) $  (413,38)
Adjustments to reconcile net loss to net cash plexvby operating activities:
Depreciation and amortization 55,80: 32,05¢ 12,95
Stock-based compensation 104,11 93,59( 36,16¢
Deferred income taxes (7,65)) 32,20: (7,349
Excess tax benefits on stock-based compensation (27,029 (10,179) (32)
Loss on equity method investees 9,92t 26,65: —
Non-cash interest expense — — 10€
Acquisition-related expense (benefit), net 897 (4,537) 203,18:
Gain on return of common stock — (4,91¢) —
Gain on E-Commerce transaction (56,03) — —
Impairment of cost method investment 50,55 — —
Change in assets and liabilities, net of acquisitio
Restricted cash (4,372) (12,519 —
Accounts receivable 10,53¢ (70,37¢) (34,909
Prepaid expenses and other current assets (70,859 (36,297 (2,467)
Accounts payable 18,71 (20,99 50,83t
Accrued merchant and supplier payables 149,91¢ 380,10¢ 149,04«
Accrued expenses and other current liabilities 47,74: 189,12 94,59;
Other, net 35,60« (5,71)) (1,85¢)
Net cash provided by operating activities 266,83¢ 290,44 86,88
Investing activities
Purchases of property and equipment and capitadiatrdiare (95,83¢) (43,81) (14,68:)
Acquisitions of businesses, net of acquired cash (46,89() (14,400 3,81¢
Purchases of intangible assets (600) (14,51 (922)
Purchases of additional interests in consolidatibgidiaries (14,13() (42,667) —
Purchases of investments (37,52)) (32,047) —
Changes in restricted cash — — (92
Net cash used in investing activities (194,979 (147,43) (11,879
Financing activities
Proceeds from issuance of stock, net of issuansts co — 1,266,39: 584,65!
Excess tax benefits on stock-based compensation 27,02t 10,17¢ 32
Tax withholdings related to net share settlemehtesiricted stock units (12,99¢) (3,770 —
Payments of contingent consideration liabilities (4,700 — —
Loans from related parties — — 5,03t
Repayments of loans with related parties — (14,359 —
Repurchase of common stock — (353,769 (503,17)
Dividends paid on common and preferred stock — — (1,299
Proceeds from exercise of stock options 9,31: 3,00¢ 19t
Conversion of preferred stock — 51 —
Partnership distributions to noncontrolling intereslders (4,319 (5,525 —
Settlements of purchase price obligations relatextuisitions (2,237 — —
Redemption of preferred stock — (35,009 (55,009
Net cash provided by financing activities 12,09¢ 867,20! 30,44¢
Effect of exchange rate changes on cash and cashueglents 2,40 (6,117) 1,06¢
Net increase in cash and cash equivalents 86,35¢ 1,004,10: 106,52(
Cash and cash equivalents, beginning of period 1,122,93 118,83: 12,31

Cash and cash equivalents, end of the period $ 120928 $ 1,12293 $ 118,83:




Supplemental disclosure of cash flow information
Income tax payments $ 126,98 % 163t $ 14C

Non-cash investing and financing activities
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Issuance of common stock in connection with actjars

Contingent consideration in connection with acdigss

Issuance of non-voting common stock in connectigh imvestments in equity interests
Shares issued in exchange for additional inteiestensolidated subsidiaries

Other current liabilities related to purchasesdtfiional interests in consolidated subsidiaries
Contribution of investment in E-Commerce transactio

Equipment acquired under capital lease obligations

Shares issued to settle liability-classified awards

Shares issued to settle contingent consideration

$h BH B B B B BB B P

Accounts payable and accrued expenses relatedd¢bgaes of property and equipment and capitalized

software

$

See Notes to Consolidated Financial Statements.
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1,95¢
47,04
1,12:
2,267
23€

1,891
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©»

11,067
17,75¢
45,21¢
10,40(

1,972

80,20(
63,18(

266,12¢

2,37¢




GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF THE BUSINESS

Groupon, Inc. and subsidiaries (the "Company") ifo@l commerce marketplace (www.groupon.com) tt@inects merchants
consumers by offering goods and services at a gigcdhe Company also offers deals on productsvfoch it acts as the merchant of record.
Company, which commenced operations in October 2888ds emails to its subscribers each day wittodiged offers for goods and serv
that are targeted by location and personal prefeserConsumers also access deals directly thrinegBdmpany's website and mobile application.

The Company has organized its operations into twocipal segments: North America and Internatiortéée Note 15 'Segmer
Information.”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include theoants of the Company and its subsidiaries. Atericompany accounts &
transactions have been eliminated in consolidafitve. Company's consolidated financial statements weepared in accordance with accour
principles generally accepted in the United StatésAmerica ("GAAP") and include the assets, ligldh, revenue and expenses of
wholly-owned subsidiaries and majortywned subsidiaries over which the Company exerdeasol and variable interest entities for whibk
Company has determined that it is the primary hielaey. Outside stockholders' interests in subsidgare shown on the consolidated finar
statements asNoncontrolling interests" and "Redeemable noncdiirigpinterests." Equity investments in entitieswhich the Company does |
have a controlling financial interest are accouritgdinder either the equity method or cost methioaiccounting, as appropriate.

Reclassifications

Certain reclassifications have been made to theatmated financial statements of prior years draaccompanying notes to conforr
the current year presentation, including the sepaseesentation of third party and other revenu ast of revenue, direct revenue and co
revenue, and gross profit in the consolidated states of operations. Prior year conforming charades include presenting "Net loss," rather
"Net loss attributable to Groupon, Inc.," as ttatetg point in the consolidated statements of aaingnsive loss.

Use of Estimates

The preparation of financial statements in conftymiith U.S. GAAP requires estimates and assumpttbat affect the reported amot
and classifications of assets and liabilities, nresmeand expenses, and the related disclosurestihgent liabilities on the consolidated finan
statements and accompanying notes. Estimates iazedifor, but not limited to, stoclbased compensation, income taxes, valuation ofiwsz
goodwill and intangible assets, investments in tyguterests, customer refunds, contingent liabsitand the useful lives of property, equipr
and software and intangible assets. Actual resolid differ materially from those estimates.

Cash and Cash Equivalents

The Company considers all highliquid investments with an original maturity of #& months or less from the date of purchase
cash equivalents. Cash equivalents are carriedsatwhich approximates fair value. The Compang&hequivalents primarily include holding:
money market funds and overnight securities.

Accounts Receivable, Net

Accounts receivable primarily represents the neh@ue from the Company's credit card and othempay processors
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GROUPON, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

for cleared transactions. The carrying amount & @ompany's receivables is reduced by an allowdmceloubtful accounts that refle
management's best estimate of amounts that willbrotollected. The allowance is based on histotiwsd experience and any specific r
identified in collection matters. Accounts receilalre charged off against the allowance for dall@€counts when it is determined that
receivable is uncollectible. The Company's alloveafar doubtful accounts at December 31, 2012 arid 2@as $0.2 million and less th&0.1
million , respectively. Bad debt expense for thargeended December 31, 2012, 2011 and 2010 wasrilidh , $0.2 million and less thas0.1
million , respectively.

Inventories

Inventories, consisting of merchandise purchaseddsale, is accounted for using the first-intfoat ("FIFO") method of accountil
and are valued at the lower of cost or market valle Company writes down its inventory for estiethbbsolescence and to lower of cos
market value based upon assumptions about futumeamie and market conditions. If actual market coowlit are less favorable than th
projected by management, additional inventory waidg/ns may be required. Once established, the aligiost of the inventory less the rele
inventory allowance represents a new cost basis.

Restricted Cash

The Company had $16.5 million and $0.7 millirestricted cash recorded within "Prepaid expermsel other current assets" and "C
non-currents assets," respectively, at Decembe2@12 . The Company had $12.1 million and $0.7iomlbf restricted cash recorded wit
"Prepaid expenses and other current assets" arfier'@bn-currents assets,” respectively, at DeceBiheR011. Restricted cash primar
represents amounts that we are unable to accespdaational purposes pursuant to our contractuahgements with certain financial instituti
and entities who process merchant payments onahalt

Internal-Use Software

The Company incurs costs related to internal-udevace and website development, including purchaseftware and internally-
developed software. Costs incurred in the planaimgj evaluation stage of internatigveloped software and website development arenerplea
incurred. Costs incurred and accumulated duringaph@ication development stage are capitalizediaddded within "Property, equipment ¢
software, net" on the consolidated balance sh€etgitalized internallydeveloped software and website development costaraprtized over ti
expected economic life of two years using the ghtaline method. We began capitalizing internalgweloped software costs during the
ended December 31, 2011. At December 31, 2012 &id 2 the carrying amount of internalipveloped software, net of accumul
amortization, was $30.1 million and $4.6 milliorespectively. The total amortization expense oerirally-developed software for tiyears ende
December 31, 2012 and 2011 was $3.4 million an? §0llion , respectively.

Goodwill

Goodwill is allocated to the Company's four repaytunits -North America, Europe, Middle East and Africa ("EM"), Asia Pacific
("APAC") and Latin America ("LATAM"), at the datd¢ goodwill is initially recorded. Once goodwillibeen allocated to the reporting unit
no longer retains its identification with a parteouacquisition and becomes identified with theordipg unit in its entirety. Accordingly, the f.
value of the reporting unit as a whole is availablsupport the recoverability of its goodwiill.

The Company evaluates goodwill for impairment afigien October 1 or more frequently when an evertuos or circumstances cha
that indicates the carrying value may not be reable. The Company evaluates the recoverabilityoofdwill using a twastep impairment test.
the first step, the fair value of the reportingtisicompared to its book value including goodwfitthe fair value of the reporting unit is in ess
of its book value, the related goodwill is not inrpd and no further analysis is necessary. If #ievialue of the reporting unit is less than itek
value, there is an indication of potential impainhand a second step is performed. When requinedsécond step of testing involves calcule
the implied fair value of goodwill for the reporjrunit. The implied fair value of goodwill is deteined in the same manner as gooc
recognized in a business combination, which isetteess of the fair value of the reporting unit deieed in step one over the fair value of its
assets and identifiable intangible assets as ifgperting unit had been acquired. If the carryiafiie of the reporting unit's goodwill exceeds
implied fair value of that goodwill, an impairmdoss is recognized in an amount equal to that exces
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GROUPON, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Impairment of Long-Lived Assets

Long-lived assets, such as property, equipment and amffwet and intangible assets, net, are revieareithpairment whenever eve
or changes in circumstances indicate that the ic&rrgmount of an asset or asset group may notdmseeable. If circumstances require th
long-lived asset or asset group be tested for possibfmirment, the Company first compares the undigeolcash flows expected to
generated by that long-lived asset or asset groupstcarrying amount. If the carrying amount oé tlong-lived asset or asset group is
recoverable on an undiscounted cash flow basisnpairment is recognized to the extent that they@ag amount exceeds its fair value.

Investments in Equity Interests

Nonmarketable equity investments that are not comstock or insubstance common stock or for which the Companyg dog have tt
ability to exercise significant influence are acatmd for using the cost method of accounting arebsified within “Investmentsdn the
consolidated balance sheets. Under the cost methadcounting, investments are carried at costaardadjusted only for other-tha@mporar
declines in fair value, certain distributions amidigional investments.

Investments in common stock or sabstance common stock for which the Company tasbility to exercise significant influence
accounted for under the equity method and clags¥ighin "Investments" on the consolidated balasiceets. The Company's proportionate <
of income or loss on equity method investees isgmted within "Loss on equity method investeesthenconsolidated statements of operations.

Available-for-Sale Debt Security

At December 31, 2012, the Company has an investmentonvertible debt security issued by a nonipuhitity and has classified this
investment as available-for-sale. Available-foressgcurities are recorded at fair value each rieygoperiod. Unrealized gains and losses, net of
the related tax effects, are excluded from earnimgsrecorded as a separate component within "Agtated other comprehensive income” on
consolidated balance sheets until realized. Intémesme is reported within “Interest and otherome, net” on the consolidated statements of
operations.

Other-than-Temporary Impairment of Investments

An unrealized loss exists when the current faingadf an investment is less than its amortized loasis. The Company conducts reviews
of its investments with unrealized losses on atgulgrbasis to evaluate whether those impairmemother-than-temporary. This evaluation,
which is performed at the individual investmentde\consists of several qualitative and quantigafactors regarding the severity and duration of
the unrealized loss as well as the Company's imtediiability to hold the investment for a periodiofe that is sufficient to allow for an
anticipated recovery in value. Evidence considé@mnetis evaluation includes the amount of the impaint, the length of time that the investment
has been impaired, the factors contributing tartairment, the financial condition and near-temospects of the investee, recent operating
trends and forecasted performance of the investagket conditions in the geographic area or ingustwhich the investee operates, and the
Company's strategic plans for holding the investnrerelation to the period of time expected foraanicipated recovery in value. Additionally,
the Company considers whether it intends to selinkiestment or whether it is more likely than thatt the Company will be required to sell the
investment before recovery of the amortized cosisba

Income Taxes

The provision for income taxes is determined usiregasset and liability method. Under this methiederred tax assets and liabilities
calculated based upon the temporary differencesdagt the financial statement and income tax basassets and liabilities using the enactec
rates that are applicable in a given year. Therdeletax assets are recorded net of a valuatiowatice when, based on the weight of avai
evidence, the Company believes it is more likegntimot that some portion or all of the recordecedefl tax assets will not be realized in fu
periods. The Company considers many factors wheasasg the likelihood of future realization of dsferred tax assets, including ret
cumulative earnings experience, expectations ofréutaxable income and capital gains by taxingsgliction, the carryforward periods availab
for tax reporting purposes, the ability to carrybéesses and other relevant factors. The Compdogadés its valuation allowance to current
long-term deferred tax assets on a pro-rata basisange in the estimate of future taxable inconag nequire an increase or decrease to
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the valuation allowance.

The Company utilizes a twstep approach to recognizing and measuring unoetdai positions. The first step is to evaluate
position for recognition by determining if the whigf available evidence indicates it is more fk#dan not that the position will be sustainet
audit, including resolution of related appealsitigdtion processes. The second step is to medbartax benefit as the largest amount whi
more than 50% likely of being realized upon ultimaettlement. The Company considers many factoenvelvaluating and estimating its
positions and tax benefits, which may require gid@djustments and which may not accurately faeaatual outcomes. The Company inclt
interest and penalties related to uncertain takipos within "Provision (benefit) for income taxXesn the statements of operations.

Lease and Asset Retirement Obligations

The Company categorizes leases at their inceptiaither operating or capital leases and may reaeinewal or expansion options, |
holidays, and leasehold improvement and other tigenon certain lease agreements. The Compangméezas lease costs on a straitjihe basis
taking into account adjustments for free or escajatental payments and deferred payment termsitidddlly, lease incentives are accountec
as a reduction of lease costs over the term o&gineement. Leasehold improvements are capitalizedsh and amortized over the lesser of
expected useful life or the na@ancellable term of the lease. The Company reaamisexpense associated with operating lease oioligawithir
"Selling, general and administrative" on the coitsdéd statements of operations.

The Company establishes assets and liabilitieth#opresent value of estimated future costs teerlinglived assets at the terminatior
expiration of a lease. Such assets are amortizedtbe lease term within "Selling, general and auilstriative” on the consolidated statemen
operations, and the recorded liabilities are aecrét the future value of the estimated retirenoaists and presented within "Interest and «
income, net" on the consolidated statements ofatjpers.

Revenue Recognition

The Company recognizes revenue when the followiriggra are met: persuasive evidence of an arraegeraxists; delivery h
occurred; the selling price is fixed or determimglzsind collection is reasonably assured.

Third party revenue recognition

The Company generates third party revenue, wheaetdt as a third party marketing agent, by offedgogds and services provided
third party merchant partners at a discount throiighocal commerce marketplace that connects namtshto consumers. The Compa
marketplace includes deals offered through a waoétategories including: Local, National, Goo@staways and Live. Customers purchas
discount vouchers ("Groupons") from the Company raaéem them with the Company's merchant partners.

The revenue recognition criteria are met when tivalver of customers who purchase a given deal exdbedpredetermined threshold
(where applicable), the Groupon has been electatinidelivered to the purchaser and a listing of@ons sold has been made available to the
merchant. At that time, the Company's obligatianthe merchant, for which it is serving as a mankeagent, are substantially complete. The
Company's remaining obligations, which are limitedemitting payment to the merchant and continainmake available on the Company's
website information about Groupons sold that wavipusly provided to the merchant, are inconseqalemt perfunctory. The Company records
as revenue the net amount it retains from theafaBroupons after deducting the portion of the pase price that is payable to the featured
merchant, excluding any applicable taxes and nestfnated refunds for which the merchant's stsaredoverable. Revenue is recorded on a net
basis because the Company is acting as a markaggng of the merchant in the transaction.

For merchant payment arrangements that are stacttumder a redemption model, merchant partnersatrgpaid until the custom
redeems the Groupon that has been purchasedutfitancer does not redeem the Groupon under this gratymodel, the Company retains all
gross billings. The Company recognizes revenue fraredeemed Groupons and derecognizes the reledeged merchant payable when its i
obligation to the merchant expires, which the Comypdelieves is shortly after deal expiration in m@gisdictions that have paym
arrangements structured under a redemption model.
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Direct revenue recognition

The Company evaluates whether it is appropriatee¢ord the gross amount of its sales and relatsts diy considering a number
factors, including, among other things, whether @menpany is the primary obligor under the arrang#imeas inventory risk and has latitud:
establishing prices.

Direct revenue is derived primarily from sellingnsoimer products through the Company's Goods categoere the Company is t
merchant of record. The Company is the primarygablin these transactions, is subject to genekedntory risk and has latitude in establist
prices. Accordingly, direct revenue is recordedaogross basis, excluding any applicable taxes atdhestimated refunds. Direct rever
including associated shipping revenue, is recokdeen the products are shipped and title passegstormers. For Goods transactions wher:
Company is performing a service by acting as a ptar§g agent of the merchant, revenue is recordea et basis and is presented within 1
party revenue.

Other revenue recognition
Other revenue consists of advertising revenue, paysirevenue and other miscellaneous items. Revemaeognized when earned.
Discounts

The Company provides discount offers to encouragehases of goods and services through its madadplDiscounts provided
purchasers of Groupons reduce the net amountitba@ompany retains after paying a portion of thelpase price to the merchant. The Com|
records discounts as a reduction of revenue.

Cost of revenue

Cost of revenue is comprised of direct and indixdts incurred to generate revenue. For dire@me® transactions, cost of reve
includes the purchase price of consumer producsshwousing, shipping costs and inventory markdowasthird party revenue transactions,
of revenue includes estimated refunds that argeumtverable from the merchant. Other costs incutwegenerate revenue, which include ci
card processing fees, editorial costs, certainn@lodgy costs, web hosting and other processing faesallocated to cost of third party reve
direct revenue and other revenue in proportiorelative gross billings during the period.

Technology costs included in cost of revenue cordis portion of the payroll and stoddased compensation expense related t
Company's technology support personnel who areorssiple for operating and maintaining the infrastuwe of the Company's existing webs
Technology costs also include the portion of arzatibn expense from internake software that is related to website developniRemainini
technology costs included within cost of revenusude email distribution costs. Editorial costs sishof a portion of the payroll and stedlase!
compensation expense related to the Company'sietipersonnel, as these staff members are priyndeitiicated to drafting and promoting deals.

Refunds

The Company estimates future refunds utilizingatistical model that incorporates the followingadatputs and factors: historical reft
experience developed from millions of deals featwa the Company's website, the relative risk @imds based on expiration date, deal vi
deal category and other qualitative factors thaticcampact the level of future refunds, such asotictions of new deals, discontinuation
legacy deals and expected changes, if any, in Coynpiactices in response to refund experience anauic trends that might impact custo
demand. The portion of customer refunds for whiwh merchant's share is not recoverable on thiny pavenue deals is estimated based o
refunds that are expected to be issued after dipiraf the related vouchers, the refunds thatexqgected to be issued due to the merc
bankruptcy or poor customer experience, and whethempayment terms of the related merchant costract structured using a redemp
payment model or a fixed payment model.

In early 2012, actual refund activity for dealstéead late in 201l was demonstrating a consistetdt that was deviating from 1
modeled refund behavior, due in part to a shifourth quarter deal mix and higher price point téfeAccordingly, the
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Company updated its refund model to better captariations in trends in its business. By continpadifining the refund model to reflect such «
inputs as discussed above, the Company believewiiel enables it to track and anticipate refurtiblver.

The Company accrues costs associated with refuitdsmwWAccrued expenses” on the consolidated baasteets. The cost of refunds
third party revenue where the amounts payable ¢ontierchant are recoverable and for all direct regeis presented on the consolidi
statements of operations as a reduction to revérhe cost of refunds for third party revenue forichhthe merchant's share is not recoverat
presented as a cost of revenue.

The Company assesses the trends that could affeesiimates on an ongoing basis and makes adjutstne the refund resetr
calculations if it appears that changes in circamsts, including changes to the Company's refuhidigm may cause future refunds to differ fi
its original estimates. If actual results are raisistent with the estimates or assumptions sttede, the Company may need to change its 1
estimates, and the effects could be material tedimsolidated financial statements.

Subscriber Credits

The Company issues credits to its subscriberscidmatbe applied against future purchases througharketplace for certain qualifyi
acts, such as referring new subscribers, and alsatisfy refund requests. The Company has recaitdeslibscriber credit obligations witl
“Accrued expenses” on the consolidated balancetst{8ee Note 9Supplemental Consolidated Balance Sheet InforméafioSubscriber crec
obligations incurred for new subscriber referratsother qualifying acts expensed as incurred amd céassified within “Marketing”on the
consolidated statements of operations. Subscrileeits issued to satisfy refund requests are appplea reduction to the refunds reserve.

Stock-Based Compensation

The Company measures steblased compensation cost at fair value, net of asticdhforfeitures. Expense is generally recognized
straightline basis over the service period during which ralsaare expected to vest, except for awards witfopeance conditions, which ¢
recognized using the accelerated method. The Coyipatudes stocleased compensation expense within "Cost of revengrketing” anc
"Selling, general and administrative,” consisteithwhe respective employees' cash compensatiothe@consolidated statements of operat
Prior to the Company's initial public offering irodember 2011, the fair value of restricted stocksuand restricted stock was estimated bas:
valuations of the Company's (or subsidiaries') kstmt the grant date or reporting date if required¢ remeasured under applicable accou
guidance. The fair value of stock options was deiteed on the date of grant using the Bla8kholesMerton valuation model. See Note
“Stock-Based Compensation.”

Foreign Currency

Balance sheet accounts of tBempany's operations outside of the U.S. are tatatlfrom foreign currencies into U.S. dollars &
exchange rates as of the consolidated balance dast Revenue and expenses are translated agawtchange rates during the period. Fo
currency translation gains or losses are includighim/’Accumulated other comprehensive income” lol tonsolidated balance sheets. Gain:
losses resulting from foreign currency transactioimich are denominated in currencies other thanetitéy's functional currency are incluc
within "Interest and other income, net” on the atidated statements of operations. For the yeadeegecember 31, 2012, 2011 and 201l
Company had $1.4 million , $1.8 million and $0.3liom , respectively, of foreign currency transadtigains, net.

3. BUSINESS COMBINATIONS AND ACQUISITIONS OF NONCONTROLLING INTERESTS

The Company acquired a number of businesses dilmingears ended December 31, 2012, 2011, and ZlHdse business combinations
were accounted for using the acquisition methodthadesults of each of those acquired businesseslieen included in the consolidated
financial statements beginning on the respectigiaition dates. The fair value of considerati@ngferred in business combinations is allocated
to the tangible and intangible assets acquirediahilities assumed at the acquisition date, whth temaining unallocated amount recorded as
goodwill. The purchase price allocations for cer2D12 business combinations are preliminary, kadCompany expects for them to be finalized
in early 2013. Acquired goodwill represents theniten the Company paid over the fair value of thetaegible and intangible assets
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acquired. The Company paid this premium for a nurbeeasons, including acquiring an experienceckiooce. The goodwill is generally not
deductible for tax purposes.

Liabilities for contingent consideration (i.e., eaouts) are measured at fair value each reporenigg, with the acquisitiodtate fair valu
included as part of the consideration transferretisubsequent changes in fair value are recordiihvearnings as "Acquisition-related expense
(benefit), net." See Note IBair Value Measurementgbr information about fair value measurements aftoment consideration liabilities.

The noncontrolling interests associated with certdithe Company's business combinations were nedele at the option of the holder.
Those redeemable noncontrolling interests have pezsented outside of permanent equity on the tidased balance sheets. Additionally, the
"Net loss attributable to common stockholders” enésd on the consolidated statements of operatéflexts deductions for adjustments of
redeemable noncontrolling interests to their red@mpralues. No redeemable noncontrolling interestee outstanding as of December 31,
2012.

2012 Acquisition Activity
The primary purpose of the Company's 2012 acqoisitivas to enhance the Company's technology ankletmay capabilities and

expand and advance product offerings. The aggregaggisition-date fair value of the considerati@nsferred for these acquisitions totaféd.¢
million , which consisted of the following (in theands):

Fair Value of Consideration Transferred Fair Value

Cash $ 49,01
Purchase price obligations 2,48t
Contingent consideration 3,40(C
Total $ 54,89¢

The following table summarizes the allocation @& Hygregate purchase price of the 2012 acquisifioiousands):

Net working capital (including acquired cash ofI$illion) $ 1,75(C
Property and equipment 16E
Goodwill 39,17(
Intangible assetd:

Subscriber relationships 17C

Merchant relationships 1,50(

Developed technology 14,35(
Deferred tax liability (2,207)
Total purchase price $ 54,89¢

(1) Acquired intangible assets have estimatedulifieés of between 1 andy®ars

Pro forma results of operations have not been ptedebecause the effects of these business condnisaindividually and in tt
aggregate, were not material to the Company's tidased results of operations.

2011 Acquisition Activity
The primary purpose of the Company's 2011 acqoiistivas to utilize the acquired entities' collextwuying power businesses to fur
grow the Company's subscriber base and providi&egicaentries into new and expanding markets inalndlalaysia, South Africa, Indonesia :

the Middle East. In addition, the Company acquitedain businesses that specialize in developingilsnéechnology and marketing service
expand and advance the Company's product offerifgsaggregate
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acquisition-date fair value of the consideratiangferred and noncontrolling interests for othgpuésitions totaled $47.7 millionwhich consiste
of the following (in thousands):

Fair Value of Consideration Transferred and Noncontolling Interests Fair Value

Cash $ 18,311
Issuance of shares of the Company's non-voting camstock 11,06°
Contingent consideration 17,75¢
Noncontrolling interests 59¢
Total $ 47,72¢

The value of the noncontrolling interests represéme fair value of the ownership of the remairshgreholders after Groupon's purchase
assuming a discount on that remaining ownershiptaulee limited control of minority shareholderselfair value of the remaining shareholc
ownership interests prior to the discount was @eti@ssuming Groupon's purchase price representaithvalue of the ownership acquired.

The following table summarizes the allocation @& #ggregate purchase price and the fair value méardrolling interests for these 2(
acquisitions (in thousands):

Net working capital (including cash of $3.9 milljon $ 3,73¢
Property and equipment 132
Goodwill 36,53¢
Intangible asset®:
Subscriber relationships 5,99(
Developed technology 3,541
Trade names 37C
Deferred tax liability (2,589

Total purchase price $ 47,72¢

@ Acquired intangible assets have estimated usefes lbf between 1 andy®ars

Pro forma results of operations have not been ptedebecause the effects of these business condnisaindividually and in tt
aggregate, were not material to the Company's tidased results of operations.

2010 Acquisition Activity
Qpod.inc Acquisition
In August 2010, the Company acquired approximadélyl %of the total issued and outstanding capital stdodRmod, inc. ("Qpod") fc
an aggregate purchase price of $18.7 million , isting of $10.2 million in cash and the fair valoienoncontrolling interest of $8.5 millioas o

the acquisition date. Qpod is a collective buyirayver business that provides daily deals and oniaeketing services in Japan which
substantially similar to the Company.
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The following table summarizes the allocation @& Hygregate purchase price of the Qpod acquigitichousands):

Net working capital (including cash of $11.0 mitijo $ 10,38¢
Property and equipment 31
Goodwill 7,031
Intangible assets :
Subscriber relationships 1,00¢
Merchant relationships 20C
Developed technology 60
Trade names 20
Total purchase price $ 1872

(1) Acquired intangible assets have estimated ubeés of between 1 and 5 years.

The following pro forma information present® toperating results of the Company for the yededrDecember 31, 2010, as if the Comj
had acquired Qpod as of January 1, 2010 (in th@s3an

Pro Forma
Combined
2010

Revenue $ 312,98:
Loss from operations $ (422,25¢)
Net loss (415,33)
Less: Net loss attributable to noncontrolling ietes 23,74¢
Net loss attributable to Groupon, Inc. $ (391,58Y)

The revenue and net loss for Qpod for theopleiiom August 12, 2010 to December 31, 2010 wds8bhillion and $45.0 million ,
respectively.

CityDeal Europe GmbH Acquisition

In May 2010, the Company entered intohar8 Exchange and Transfer Agreement (the "CityRegkement”) to acquire CityDe
Europe GmbH ("CityDeal"), a collective buying powarsiness that provides daily deals and online etanty services substantially similar to
Company. Under the terms of the CityDeal Agreembgitand among the Company, CityDeal, ®beket Holding UG ("Rocket Holding'
CityDeal Management UG ("CityDeal Management") aBdoupon Germany Gbr ("Groupon Germany"), Rocketdig and CityDe:
Management transferred all of the outstanding shafr€ityDeal to Groupon Germany, in exchange fa6$nillion in cash and 41,400,086are
of the Company's voting common stock (valued ab# tillion as of the acquisition date), and CityDeal mergetth and into Groupon Germa
with CityDeal as the surviving entity and a whotlyned subsidiary of the Company. The Company deliyé9,800,00@f such shares of votil
common stock in May 2010, with the remaining 21,600 shares delivered as of December 31, 2010, dueet@achievement of financial a
performance earn-out targets.

In connection with the acquisition, Rocket Holdigd CityDeal Management entered into a Shareholigrsement with the Compai
Pursuant to the Shareholders Agreement, the sbatege Company's common stock owned by Rocket HgldCityDeal Management and tt
affiliates were required to be voted in the samemea as the majority-imterest of the shares of voting common stock hgldhe Company
founders related to certain material transactiomduding an initial public offering of the Compdaywoting common stock, the authorizat
designation or issuance of any new class or sefidthke Company's capital stock or a material adtjpis or asset transfer. In addition,
Company and the former CityDeal shareholders etiteit® a loan agreement, as amended, to provid®Eil with an aggregat®25.0 millior
term loan facility (the "facility"). Both
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the Company and the former CityDeal shareholdech @& re obligated to make available $12.5 millioxder the terms of the facility, both
which were fully disbursed to CityDeal during theay ended December 31, 2010. The outstanding lmatnmued interest at a rate of P& yea
and was payable upon termination of the facilithjoh was the earlier of any prepayments or Decer@®&®. In March 2011, CityDeal repaid
amounts outstanding to the former CityDeal shad#rsl including all accrued interest. There wer@ustanding commitments remaining on
loan agreement with the former CityDeal sharehaldgrDecember 31, 2012 and 2011, and CityDeal noayeborrow any part of the facil
which was repaid.

The following table summarizes the allocation & Hygregate purchase price of the City Deal ad@pngjin thousands):

Net working capital (including cash of $6.4 milljon $ 7,331
Property and equipment 74¢€
Goodwill 94,99:
Intangible assets :
Subscriber relationships 28,43¢
Merchant relationships 5,78¢
Developed technology 98t
Trade names 5,04¢
Deferred tax liability (9,344
Due to related party (7,962)
Total purchase price $ 126,02

(1) Acquired intangible assets have estimated ubeés of between 1 and 5 years.

The following pro forma information presents a suanynof the operating results of the Company forybar ended December 31, 2010,
as if the Company had acquired CityDeal as of Jgnlia2010 (in thousands):

Pro Forma

Combined
2010
Revenue $ 314,42t
Loss from operations $ (448,86))
Net loss $ (442,141
Less: Net loss attributable to noncontrolling ietes 27,98t
Net loss attributable to Groupon, Inc. $ (414,160

Revenue and net loss for CityDeal for the periodifiMay 16, 2010 to December 31, 2010 was $89.3amiind $126.6 million ,
respectively.

Other 2010 Acquisitions

Throughout 2010, the Company acquired certain othéties (excluding CityDeal and Qpod) for an agmte purchase price $89.(
million , consisting of $16.8 million in cash, tiesuance of shares of the Company's voting comrtomk gvalued at $18.0 millioh and the fa
value of noncontrolling interests of $4.2 milli@s of the acquisition dates. The primary purposehefe acquisitions was to establish
Company's presence in selected Asia Pacific anih lfaherican markets, by strategically expanding inew geographies and increasing
Company's subscriber base, to obtain an assemldddonce that has experience and knowledge of idestry, and to gain local expertise
establishing new vendor relationships. In additibie, Company acquired two U.Based businesses that specialize in local marketingces ar
developing mobile technology to help expand andciade the Company's product offerings.
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The following table summarizes the allocation @& Hygregate purchase price and the fair valuefordrolling interests for these 2010
acquisitions (in thousands):

Net working capital (including cash of $14.1 mitijo $ 11,54«
Property and equipment 26€
Goodwill 21,46«
Intangible assets :
Subscriber relationships 4,39(
Merchant relationships 29C
Developed technology 92(
Trade names 11C
Total purchase price $ 3898

(1) Acquired intangible assets have estimated ubeés of between 1 and 5 years.

Pro forma results of operations have not been ptedédecause the effects of these business conanisaindividually and in the
aggregate, were not material to the Company's tidased results of operations.

Purchases of Additional Interests in Consolidated $bsidiaries

Throughout 2012, 2011 and 2010, the Company adtjaiditional shares in various majority-owned sdidsies, including both shares
owned by investors not employed by the Companwedkas subsidiary stock-based compensation avthedsvere granted in conjunction with
the original acquisitions. The acquired subsidi&tock-based compensation awards were classifibdtilgties mainly due to the existence of
rights that allow the holders to sell their shdyask to the Company.

2012 Activity

In December 2012, the Company acquired additiotiatésts in one majority-owned subsidiary for agragate purchase price of $7.2
million of cash, of which $5.2 million was paidthe acquisition date and the remaining $2.0 miliias paid in January 2013. Additionally, in
connection with this transaction, certain liabilitassified subsidiary stock-based compensationdgsuaere settled in exchange for $3.3 millain
cash and $2.5 million of deferred compensationihtibe recognized as compensation expense osenace period of ongear and is payable
cash. Of the $3.3 million cash settlement, $1.2ionilwas paid in January 2013.

In November 2012, the Company acquired an additioterest in one majority-owned subsidiary foragregate purchase price of $0.4
million of cash.

In October 2012, the Company settled certain lighdlassified subsidiary stock-based compensaigards in exchange f&7.0 million
of cash, $1.8 million of shares, and $6.3 millidrdeferred compensation that will be recognizedaspensation expense over a service period of
one year and is payable in cash or stock at thep@oyis discretion.

In May 2012, the Company acquired additional irgeren two majority-owned subsidiaries for an aggte purchase price &®.€
million , including $6.0 million of cash and $0.6llon of Class A common stock.

In February 2012, the Company acquired an additioterest in one majority-owned subsidiary forSillion of cash. Additionally, in
connection with this transaction, certain liabHihassified subsidiary stock-based compensatiorrgsvaere settled in exchange for $2.5 million .
Also in February 2012, the Company settled ceftability-classified subsidiary stock-based compatizs awards in exchange for $2.4 million of
cash, $0.5 million of Class A common stock and $iililon of deferred compensation that will be rgoized as compensation expense over a
service period of two years and is payable in $ilBon of cash and $0.4 million of Class A commstock.
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2011 Activity

In November 2011, the Company acquired additiomi@résts in one majority-owned subsidiary for agragate purchase price $6.¢
million , including $0.3 million of cash and $6.5lkon of stock.

In September 2011, the Company acquired additioetests in one majority-owned subsidiary for ggragate purchase price $8.:
million , including $4.5 million of cash and $3.8illien of stock. Additionally, in connection with this frsaction, certain liability classifi
subsidiary stock-based compensation awards wetleds@ exchange for $2.6 million of cash, $2.2limil of Class A common stock, aifb.7
million of deferred compensation that will be rengd as compensation expense over a service parime years and is payable$3.6 millior
of cash and $3.1 million of Class A common stock.

In April 2011, the Company acquired additional fet#s in one majority-owned subsidiary for an aggte purchase price &5.€
million , including $2.7 million of cash and $3.0illien of stock. Additionally, in connection with this frsaction, certain liability classifi
subsidiary stock-based compensation awards wetleds@ exchange for $6.7 million of cash, $7.4limil of Class A common stock, akl.:
million of deferred compensation that will be renagd as compensation expense over a service parim years and is payable$3.6 millior
of cash and $0.7 million of Class A common stock.

In January 2011, the Company acquired additiontakésts in one majority-owned subsidiary for anraggte purchase price $£5.(
million of cash.

4. GOODWILL AND OTHER INTANGIBLE ASSETS

The following table summarizes the Company's gobdwtivity by segment (in thousands):

North America International Consolidated

Balance as of December 31, 2010 $ 19,60¢ $ 112,43: $ 132,03¢
Goodwill related to acquisitions 21,12¢ 15,41 36,53¢
Other adjustment® — (1,679 (1,672
Balance as of December 31, 2011 $ 40,73: $ 126,17. $ 166,90:
Goodwill related to acquisitions 39,17( — 39,17(
Other adjustment® (625) 1,23¢ 611
Balance as of December 31, 2012 $ 79,27¢  $ 127,40t $ 206,68:
1) Includes changes in foreign exchange rates forgiloahd purchase accounting adjustme

The Company performed impairment testing for gtloréing units as of October 1, 2012. Liabilitiesceaded assets for the EMEA .
LATAM reporting units at the impairment test darie to the significant decline in the Company'sralfenarket capitalization, the challeng
economic conditions in Europe (applicable to thenPany's EMEA reporting unit), and other qualitatiaetors, the Company determined tha
second step should be performed in connection théhOctober 1, 2012 goodwill impairment tests famr EMEA and LATAM reporting unitdNo
goodwill impairment was recognized for any of then@pany's reporting units in connection with theddet 1, 2012 annual test.
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The following tables summarize the Company's oifiangible assets (in thousands):

As of December 31, 2012

Weighted-Average

Gross Carrying Accumulated Remaining Useful Life
Asset Category Value Amortization Net Carrying Value (in years)
Subscriber relationships $ 42,070 $ 21,35¢ $ 20,71¢ 2.5
Merchant relationships 8,18’ 6,87: 1,31« 1.0
Trade names 6,49( 5,90( 59C 2.0
Developed technology 20,00( 10,99« 9,00¢ 1.2
Other intangible assets 15,60: 4,63: 10,96¢ 3.5
Total $ 92,35! $ 49,75¢ $ 42,597 24

As of December 31, 2011

Weighted-Average

Gross Carrying Accumulated Remaining Useful Life
Asset Category Value Amortization Net Carrying Value (in years)
Subscriber relationships $ 41,27: $ 12,88: $ 28,39( 3.5
Merchant relationships 6,60( 6,60( — 0.0
Trade names 5,801 5,801 — 0.0
Developed technology 5,58: 2,151 3,43: 15
Other intangible assets 15,42( 1,57¢ 13,84¢ 4.7
Total $ 74,67¢ $ 29,00¢ $ 45,667 3.7

Amortization of intangible assets is computed ushrggstraight-line method over their estimated widefes, which range from one five
years. Amortization expense for these intangibie@swas $19.9 million , $19.3 million and $11.0liom , for theyears ended 2012, 2011
2010, respectively. As of December 31, 201e Company's estimated future amortization ez@eri these intangible assets was as follow
thousands):

Year Ended December 31,

2013 $ 20,38«
2014 13,45
2015 7,06z
2016 1,68¢
Thereafter 11
$ 42,59’
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5. PROPERTY, EQUIPMENT AND SOFTWARE, NET

The following summarizes the Company's propertyj@gent and software, net (in thousands):

December 31,

2012 2011

Furniture and fixtures $ 12,85: $ 8,57¢
Leasehold improvements 28,77¢ 14,99¢
Office and telephone equipment 6,80 4,69
Purchased software 14,48( 7,744
Computer hardware and otH&r 67,86: 25,617
Internally-developed software 36,53 4,79:
Total property, equipment and software, gross 167,30¢ 66,42’
Less: accumulated depreciation and amortization (46,23¢) (14,627
Property, equipment and software, net $ 121,07 $ 51,80(

(2) Includes computer hardware acquired under adpises of $1.1 million as of December 31, 2012.

The Company entered into certain capital leasengements during the fourth quarter of 2012. Amatitn expense recognized for th
assets was insignificant during the year ended mbee 31, 2012, as they were placed into servicthatend of the year. See Note 1
Commitments and Contingenclefor further detail regarding capital leases.

Depreciation expense is recorded on a straightHams over the estimated useful lives of the aqgeterally thregears for comput
hardware and office and telephone equipment, fieary for furniture and fixtures, and the shorteths term of the lease or fiwears fo
leasehold improvements) and is classified withielliBg, general and administrative" on the consaild statements of operations. Depreci
and amortization expense on property, equipmensaftdare was $35.9 million , $12.8 million and $illion for theyears ended December
2012, 2011 and 2010, respectively.

6. INVESTMENTS

The following table summarizes the Company's inwesits (dollars in thousands):

Percent Ownership of

December 31, Common and Preferred December 31, Percent Ownership of
2012 Stock 2011 Common Stock
Cost method investments:
Life Media Limited $ 77,52: 19% $ — —%
Other cost method investments 1,867 6% to 1<% — N/A
Equity method investments:
E-Commerce King Limited — —% 49,39¢ 49%
Other equity method investments 1,73¢ 21% to 5C% 1,20¢ 50%
Total investments in equity interest. $ 81,12: $ 50,60¢
Available-for-sale debt security 3,087 —
Total investments $ 84,20¢ $ 50,60¢
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Equity Method Investment in E-Commerce King Limited

In January 2011, the Company acquired 40% of tHmary shares of E-Commerce King Limited (“E-Comao®g), a company organiz
under the laws of the British Virgin Islands, inckange for $4.0 million The Company entered into the joint venture alafith Rocket Asii
GmbH & Co. KG (“Rocket Asia”), an entity controllday former CityDeal shareholders. Rocket Asia aaliil0% of the ordinary shares in E-
Commerce. E-Commerce subsequently established Bywwened foreign enterprise that created a domesticatipg company headquartere
Beijing, China.

On July 31, 2011, the Company entered into an aggee to purchase additional interests irC&mmerce from Rocket Asia fol
purchase price of $45.2 million , consisting of(B856 shares of noreting common stock. The investment increased tmgany's ownersh
from 40% to 49% .

Throughout 2011 and 2012, the Company made cagstiments in E-commerce for an aggregate amour@2@dmillion. As of May
31, 2012, the Company's ownership in E-Commerced9&90 .

In June 2012, Life Media Limited ("Eran™), an exempted company incorporated undelathe of the Cayman Islands with operatior
China, acquired E-Commerce. In exchange for it8%9interest in E-Commerce and an additional $25illom of cash consideration, t
Company received a 19% interest in F-tuan in thenfof common and Series E preferred shares. Thep@oynpaid $5.0 milliorof the cas
consideration on June 25, 2012 and the remainirguatrwas paid on July 2, 2012.

The Company recognized a non-operating gain of0s66llion as a result of the transaction, which is includeéthiw "Interest and oth
income, net" on the consolidated statement of dipesa The gain represents the excess of the &irevof the Company's 19% investment in F-
tuan over the carrying value of its E-Commerce stivent as of the date of the transaction and tBeD$8illion of cash consideration.

Cost Method Investment in Life Media Limited (F-tu

The investment in Fdan is accounted for using the cost method of @auting because the Company does not have theyatoilgxercis
significant influence. Accordingly, the investmeist adjusted only for other-thaemporary declines in fair value, certain distribos an
additional investments. The $77.5 million carryimgount of the investment represents the $128.Iomifair value on the date the Compi
obtained it less the $50.6 million impairment dissed below. The estimated fair value of the investnas of December 31, 2012 wki&7 .t
million .

Available-for-Sale Debt Security

In November 2012, the Company purchased a conieeditbt security issued by an nonpublic entity$8r0 millionand has classifi
the security as available-for-sale. As of Decen#der2012 the amortized cost, gross unrealized gaid, fair value of this security we3.C
million , $0.1 million , and $3.1 million , respéaly. The contractual maturity date of the segustNovember 1, 2015.

Other-Than-Temporary Impairment

For the year ended December 31, 2012, the Compaoyded a $50.6 million other-than-temporary impaint of its investment in F-
tuan. As described above, the Company obtainedngstment in June 2012 as part of a transaatievhich it received a 19% interest in F-tuan,
in the form of common and Series E preferred shamesxchange for its 49.8% interest in E-Commeuce an additional $25.0 million of cash
consideration. The $128.1 million acquisition-datie value of the investment in F-tuan, a nonpublitity, was determined using the discounted
cash flow method, which is an income approach,thadesulting value was corroborated using the etaagproach. The inputs used to estimate
fair value under the discounted cash flow methatlised financial projections and the discount rBexause these fair value inputs are
unobservable, fair value measurements of the imer#tin F-tuan are classified within Level 3 of fa& value hierarchy.

In connection with the acquisition-date fair valneasurement of F-tuan, the Company obtained fiahpobjections from the investee.

The Company evaluated those financial projectiaset on its knowledge of the business and relatgllanconditions. As a result of that
evaluation, downward adjustments were applieddoce the anticipated growth that was
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reflected in the original projections. A 25% disnbtate was applied to the adjusted cash flow ptijes, which included an entity-specific risk
premium to account for the riskiness and uncemairtterent in the business. Additionally, the Compaorroborated the acquisition-date fair
value measurement of F-tuan by estimating thevidire of its 49.8% interest in E-Commerce at theetdf the transaction and comparing the
estimated fair value of the consideration transfirincluding the additional $25.0 million of caginsideration, to the estimated fair value of the
investment in F-tuan that was received.

In January 2013, the Company obtained updateddiabprojections from F-tuan, as well as their @pieig results for the year ended
December 31, 2012. The investee's operating loghdoyearended December 31, 2012 was lower than the lossvimforecasted in June 201
the time of the Company's investment, primarily tutwer-than-forecasted operating expenses. Heryghe investee's 2012 revenues were
lower than the adjusted financial projections usktthe time of the Company's investment and thatgotfinancial projections provided by the
investee at year-end indicated significant declindsrecasted revenues in future years, as cordpgarthe adjusted financial projections used at
the time of the Company's investment, due to redlgeess billings and deal margin forecasts. As eé@nber 31, 2012, the Company continued
to apply a discounted cash flow approach, corrabdrly a market approach, to estimate the fairevafithe investment in F-tuan. For the
December 31, 2012 fair value measurement, the Coynysed the updated financial projections and eodist rate of 30% . The increase to the
discount rate as compared to the acquisition-gaterdlue measurement was primarily attributablartancrease in the entity-specific risk
premium to reflect the Company's current assessaoiehe riskiness of this investment. The resulfimig value measurement of the investment in
F-tuan was $77.5 million as of December 31, 201%5&6 million reduction from the $128.1 millioncagsition-date fair value measurement in
June 2012.

The Company's evaluation of other-than-temporaiainments involves consideration of qualitative godntitative factors regarding
the severity and duration of the unrealized lossyell as the Company's intent and ability to hhklinvestment for a period of time that is
sufficient to allow for an anticipated recoverwialue. Although the Company's investment itukn has not been in an unrealized loss positic
an extended period of time and there are no cuplans to dispose of this investment, the Compamglcided that the impairment is other-than-
temporary due to the significant declines in fosted revenue growth and the severity of the urmedlioss as of December 31, 2012. The $50.6
million other-than-temporary impairment of the istraent in F-tuan is reported within “Interest atiden income, net” on the consolidated
statement of operations for the year ended DeceBihe2012.

The Company also recorded an additional $1.2 miltither-than-temporary impairment of an equity radtmvestment in a nonpublic
entity, which is reported within “Loss on equity thed investees” on the consolidated statement efatipns for the year ended December 31,
2012.

7. COMMITMENTS AND CONTINGENCIES

Leases

The Company has entered into various naneelable lease agreements, primarily operatiageke covering its offices throughout
world, with original lease periods expiring betwefi12 and 2022. Rent expense under operating lease$43.1 million , $25.6 million ariB.7
million for the years ended December 31, 2012, 241id 2010 , respectively.

In 2011 and 2012, the Company entered into a $ogmif lease arrangement (“600 West Leasks”)ts headquarters located in Chice
lllinois, which accounts for approximately one thiof its estimated future payments under operdtiages as of December 31, 2012. The
West Leases are accounted for as operating leaesant expense being recognized on a strdigbtbasis over the term of the lease, taking
account rent escalations and lease incentives. &sralations are annual and do not exceec®Btyear with a majority of the increases b
approximately 2%per year. All rent holidays included in these |lsasepired during 2012. The initial durations of 8@® West Leases range fr
two to six years, with renewal and expansion optimnging from three to foyears. The amortization period of leasehold impnoeets relate
to the 600 West Leases is five years.

The Company is responsible for paying its propogte share of the actual operating expenses ahdstede taxes under certain of tt
lease agreements. These operating expenses aneladed in the table below.

During the fourth quarter of 2012, the Company extento a three year capital lease for computaipegent with a
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financial institution.

As of December 31, 201,2he estimated future payments under operatingeteéincluding rent escalation clauses) and capgitales fc
each of the next five years and thereafter is beaie (in thousands):

Capital leases Operating leases
2013 $ 39C $ 30,59¢
2014 39C 22,71:
2015 38¢ 16,58:
2016 — 14,82¢
2017 — 11,13¢
Thereafter — 18,28
Total minimum lease payments 1,16¢ $ 114,13¢
Less amount representing interest (46)
Present value of net minimum capital lease payments 1,12
Less current portion of capital lease obligations (365)
Total long-term capital lease obligations $ 75¢

Purchase Obligations

The Company has entered into rmamcelable service contracts primarily coveringesand information technology support sen
which expire beginning in the year ended DecemtiePB813. As of December 31, 201future payments under these contractual obligatiger
as follows (in thousands):

2013 $ 21,13:
2014 6,04¢
2015 73t
2016 36(
2017 —
Thereafter —

$ 28,27¢

Legal Matters

From time to time, the Company is party to varitegal proceedings incident to the operation obitsiness. For example, the Comg
is currently involved in proceedings by former eayaes, intellectual property infringement suits ands by customers (individually or as ¢
actions) alleging, among other things, violatiortle# Credit Card Accountability, Responsibility adisclosure Act and state laws governing
cards, stored value cards and coupons. The foltpvsgima brief description of the more significarddéproceedings.

On February 8, 2012, the Company issued a presaselnnouncing its expected financial resultthfourth quarter of 2012. After
finalizing its year-end financial statements, tr@r@any announced on March 30, 2012 revised finhresalts, as well as a material weakness in
its internal control over financial reporting reddtto deficiencies in its financial statement clpsecess. The revisions resulted in a reduction to
fourth quarter 2011 revenue of $14.3 million . Theisions also resulted in an increase to fourtirigm operating expenses that reduced operating
income by $30.0 million , net income by $22.6 mifliand earnings per share by $0.04 . Followirggahnouncement, the Company and several
of its current and former directors and officergeveamed as parties to the following outstandirgistes and stockholder derivative lawsuits all
arising out of the same alleged events and facts.
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The Company is currently a defendant in a procegpimrsuant to which, on October 29, 2012, a codatdd amended class action
complaint was filed against the Company, certaiitsoflirectors and officers, and the underwritbeg participated in the initial public offering of
the Company's Class A common stock. Originallgdfiin April 2012, the case is currently pendingobefthe United States District Court for the
Northern District of lllinoisiIn re Groupon, Inc. Securities LitigatiorThe complaint asserts claims pursuant to Secfiérend 15 of the Securit
Act of 1933 and Sections 10(b) and 20(a) of theuBees Exchange Act of 1934. Allegations in thesolidated amended complaint include that
the Company and its officers and directors madeuergtatements or omissions of material fact hyifgsinaccurate financial statements for the
fiscal quarter and the fiscal year ending Decen3lie2011 and by failing to disclose information abthhe Company's financial controls in the
registration statement and prospectus for the Cagpanitial public offering of Class A common skoand in the Company's subsequently-issued
financial statements. The putative class actiarsldt seeks an unspecified amount of monetary damagimbursement for fees and costs
incurred in connection with the actions, includattprneys' fees, and various other forms of mogetad non-monetary relief. The defendants
filed a motion to dismiss the consolidated amermtedplaint on January 18, 2013. The lead plaingf hintil March 19, 2013 within which to file
a response, and defendants' replies are due oh2&p2013.

In addition, federal and state purported stockhuodidggivative lawsuits have been filed against ¢emdéthe Company's current and forr
directors and officers. The federal purportedlgtotder derivative lawsuit was originally filed April 2012 and a consolidated stockholder
derivative complaint, filed on July 30, 2012, igremtly pending in the United States District Cdortthe Northern District of lllinoistn re
Groupon Derivative Litigation Plaintiffs assert claims for breach of fiduciayty and abuse of control. The state derivatiwesare currently
pending before the Chancery Division of the Cir€@aurt of Cook County, lllinoisOrrego v. Lefkofsky, et alwas filed on April 5, 2012; and
Kim v. Lefkofsky, et a, was filed on May 25, 2012. The state derivatomplaints generally allege that the defendantadived their fiduciary
duties by purportedly mismanaging the Company'tless by, among other things, failing to utilizeger accounting controls and, in the case of
one of the state derivative lawsuits, by engagingllieged insider trading of the Company's Clag®mmon stock and misappropriating
information. In addition, one state derivativeeasserts a claim for unjust enrichment. The dévig lawsuits purport to seek to recoup from the
Company an unspecified amount of monetary damdtgegedly sustained by the Company, restitution fidefendants, reimbursement for fees
and costs incurred in connection with the actiomduding attorneys' fees, and various other foofsionetary and non-monetary relief. On June
20, 2012, the Company and the individual defendfiets a motion requesting that the court stayfdderal derivative actions pending resolution
of the Federal Class Actions. On July 31, 201& aburt granted defendants' motion in part, angestéhe Federal derivative actions pending a
separate resolution of upcoming motions to disiimiske federal class actions. On June 15, 20E2stidite plaintiffs filed a motion to consolidate
the state derivative actions, which was granteduby 2, 2012, and on July 5, 2012, the plaintifisdf a motion for appointment of co-lead
plaintiffs and co-lead counsel, which was grantedualy 27, 2012. No consolidated complaint has ligeshin the state derivative action. On
September 14, 2012, the court granted a motiod Biethe parties requesting that the court staythie derivative actions pending the federal
court's resolution of anticipated motions to disnisthe federal class actions.

Two federal putative class action securities comggavere filed in the United States District Cofant the Northern District of lllinois:
Weber v. Groupon, Inc., etaas filed on December 21, 2012; daarley v. Groupon, Inc. et alwas filed on January 22, 2013. Both complaints
assert claims pursuant to Sections 10(b) and 2dthe Securities Exchange Act of 1934. Allegationthe complaints include that the Company
and its officers and directors made untrue statésr@mmomissions of material fact beginning on Mdy 2012, with the Company's press release
reporting its first quarter 2012 earnings resultspugh the Company's November 8, 2012 press eelasouncing its third quarter 2012 earnings
results, and failed to disclose information abbet Company's revenue growth and revenue mix. Tingseive class action lawsuits seek an
unspecified amount of monetary damages, reimbunsefoefees and costs incurred in connection wihdctions, including attorneys' fees, and
various other forms of monetary and non-monetdigfre

An additional state stockholder derivative complamas filed on January 24, 2013, in the Chancerysizin of the Circuit of Court of
Cook County, lllinoisCharles v. Mason, et allhe Charles complaint generally alleges that tlerdants breached their fiduciary duties through
a series of statements about the Company's findmeddth and business prospects beginning on Maga#2, through November 2012 related to
the Company's revenue and customer base, andsatttgens for breach of fiduciary duty, waste ofpmate assets, and unjust enrichment. The
Charles complaint seeks to recoup an unspecifiezliatrof monetary damages allegedly sustained bgZtmpany, restitution from defendants,
reimbursements for fees and costs incurred in adiorewith the actions, including attorneys' fessd various other forms of nanenetary reliet
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The Company intends to defend all of the securéies stockholder derivative lawsuits vigorously.

In June 2012, the Company was sued for breachntfam in Berlin, Germany by Fast Group S.A. (“Aist”). Airfast sold vouchers for
air travel to a subsidiary of the Company for redal the Company to its customers. The lawsuite wettled during the fourth quarter of 2012
and the Company is continuing its business relatignwith Airfast to sell vouchers for air traveider the terms of a new business agreement.

In addition, third parties have from time to timeimed, and others may claim in the future, tha& @ompany has infringed th
intellectual property rights. The Company is subjedntellectual property disputes, and expecé thwill increasingly be subject to intellect
property infringement claims as its services expanstope and complexity. The Company has in thst Ipaen forced to litigate such claims,
several of these claims are currently pending. Chmpany may also become more vulnerable to thirty gdaims as laws such as the Dic
Millennium Copyright Act are interpreted by the ¢y and as the Company becomes subject to lajusigdictions where the underlying la
with respect to the potential liability of onlinetermediaries are either unclear or less favoraliie. Company believes that additional laws
alleging that it has violated patent, copyrightrademark laws will be filed against it. Intelleatyproperty claims, whether meritorious or not,
time consuming and costly to resolve, could reqeieensive changes in the Company's methods of disiness, or could require it to enter
costly royalty or licensing agreements.

The Company is also subject to, or in the futurg lmecome subject to, a variety of regulatory inggiacross the jurisdictions where
Company conducts its business, including for exangadnsumer protection, marketing practices, tax puivacy rules and regulations. A
regulatory actions against the Company, whetheitongus or not, could be time consuming, resulcastly litigation, damage awards, injunc
relief or increased costs of doing business throadberse judgment or settlement, require the Cognparchange its business practice
expensive ways, require significant amounts of rganeent time, result in the diversion of significaperational resources or otherwise harn
Company's business.

The Company assesses the likelihood of any advadgments or outcomes with respect to the abovdensatnd determines lc
contingency assessments on a gross basis aftessegsehe probability of incurrence of a loss arfiether a loss is reasonably estimabl
addition, the Company considers other relevanbfadhat could impact its ability to reasonablyireate a loss. A determination of the amour
reserves required, if any, for these contingenisi@sade after analyzing each matter. The Compaegtrves may change in the future due to
developments or changes in strategy in handlingetheatters.

Although the results of litigation and claims canhbe determined, based on the information curreatigilable the Company currer
believes that the final outcome of these mattetsneit have a material adverse effect on its bussneonsolidated financial position, result
operations, or cash flows. Regardless of the out¢ditigation can have an adverse impact on the gi2om because of defense and settle
costs, diversion of management resources and fatiers.

Indemnifications

In the normal course of business to facilitate g¢eamions related to its operations, the Compangnmdfies certain parties, includi
lessors and merchants with respect to certain rafflbe Company has agreed to hold certain pdréiesless against losses arising from a bt
of representations or covenants, or other claimdenagainst certain parties. These agreements méttie time within which an indemnificati
claim can be made and the amount of the claim.Gdmapany is also subject to increased exposurertougaclaims as a result of its acquisitic
particularly in cases where the Company is enteiritg) new businesses in connection with such aens. The Company may also becc
more vulnerable to claims as it expands the ramgegeographical scope of its services and beconigect to laws in jurisdictions where -
underlying laws with respect to potential liabilitye either unclear or less favorable. In additibe, Company has entered into indemnifice
agreements with its officers and directors, anddbmpany's bylaws contain similar indemnificatiddigations to agents.

It is not possible to determine the maximum potdragmount under these indemnification agreemengstauhe limited history of pri

indemnification claims and the unique facts anduwinstances involved in each particular agreemeaatotitally, the payments that the Comp
has made under these agreements have not hadréahatpact on the operating results, financialipos, or cash flows of the Company.
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8. VARIABLE INTEREST ENTITY

On May 9, 2011, the Company entered into a colkineg arrangement which was later amended on Jady&012 to create a jointly-
owned sales category with a strategic partner {fiedl), and a limited liability company ("LLC") wasstablished. The Company and its Pa
each owns 50%f the LLC, and income and cash flows of the LLE allocated based on agreed upon percentages betinee€ompany and t
Partner. The liabilities of the LLC are solely tHeC's obligations and are not obligations of then@any or the Partner.

The Company's obligations associated with its @dr in the LLC are primarily building, maintainjngustomizing, managing a
operating the LLC website, contributing intelledtymoperty, identifying deals and promoting theesaif deal vouchers, coordinating
fulfillment of deal vouchers in certain instancesl groviding the record keeping.

Under the LLC agreement, the LLC shall be dissolupdn the occurrence of any of the following eve(it3 either party becoming
majority owner; (2) the third anniversary of theaaf the LLC agreement; (3) certain electionshef Company or the Partner based or
operational and financial performance of the LLCotrer changes to certain terms in the agreeméheléction of either the Company or
Partner in the event of bankruptcy by the othetyp#5b) sale of the LLC; or (6) a court's dissadutiof the LLC.

Variable interest entities ("VIES") are entitieatinave either a total equity investment that ssifficient to permit the entity to finance its
activities without additional subordinated finan@apport, or whose equity investors lack the ctiréstics of a controlling financial interest (j.e
the ability to make significant decisions througiting rights and the right to receive the expectsidual returns of the entity or the obligation to
absorb the expected losses of the entity). A vigimiberest holder that has both (a) the poweiirectithe activities of the VIE that most
significantly impact its economic performance abgdither an obligation to absorb losses or a tigheceive benefits that could potentially be
significant to the VIE is referred to as the prisnbeneficiary and must consolidate the VIE.

The Company has determined that the LLC is a VI& v Company is its primary beneficiary. The Conypaonsolidates the LL
because it has the power to direct activities eflthC that most significantly impact the LLC's ecanic performance. In particular, the Comp
identifies and promotes the deal vouchers, provalkesf the back office support (i.e. website, e¢ants, personnel resources, accounting,
presents the LLC's deals via email and the Compamgbsite and provides the editorial resourcesdiegtte the verbiage included on the we
with the LLC's deal offer.

9. SUPPLEMENTAL CONSOLIDATED BALANCE SHEET AND STAT EMENT OF OPERATIONS INFORMATION

The following table summarizes the Company's irsteaed other income, net for the years ended DeeeBiy 2012, 2011 and 2010
thousands):

December 31,

2012 2011 2010
Interest income (expense), net $ 1,702 $ 11C % (240)
Gain on E-Commerce transaction 56,03: — —
Impairment of cost method investment (50,559 — —
Gain on return of common stock — 4,91¢ —
Foreign exchange and other (1,015 947 524
Total interest and other income, net $ 6,16¢ $ 597 $ 284
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The following table summarizes the Company's prepaipenses and other current assets as of Dece3iber012 and 2011 (
thousands):

December 31,

2012 2011
Current portion of unamortized tax effects on iot@npany transactions $ 37,58¢ $ 33,27:
Inventories 39,73: 6,07(
Prepaid expenses 20,96¢ 13,66¢
Restricted cash 16,50" 12,12¢
VAT and other taxes receivable 16,43¢ 1,27¢
Prepayments of inventory purchases and other 19,34!: 5,991
Total prepaid expenses and other current assets $ 150,570 $ 72,40:

The following table summarizes the Company's actexpenses as of December 31, 2012 and 2011 (isdhds):

December 31,

2012 2011
Marketing $ 11,237 $ 33,47:
Refunds reserve 69,20¢ 67,45:
Payroll and benefits 61,557 36,40
Subscriber credits 58,971 36,14«
Professional fees 16,93¢ 18,65¢
Other 29,00¢ 19,87¢
Total accrued expenses $ 246,92 $ 212,000

The following table summarizes the Company's otherent liabilities as of December 31, 2012 and1204 thousands):

December 31,

2012 2011
Income taxes payable $ 33,887 $ 70,86:
VAT and sales tax payable 55,72¢ 50,55¢
Deferred revenue 25,78( 2,63t
Other 21,25: 20,62¢
Total other current liabilities $ 136,64 $ 144,67

The following table summarizes the Company's ottoer-current liabilities as of December 31, 2012 281 (in thousands):

December 31,

2012 2011
Long-term tax liabilities $ 77,55: % 55,127
Deferred rent 9,16: 4,717
Other 13,351 10,92:
Total other non-current liabilities $ 100,07: $ 70,76¢
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The following table summarizes the components ofiawlated other comprehensive income, net of taof 8ecember 31, 2012 and
2011 (in thousands):

December 31,

2012 2011
Foreign currency translation adjustments $ 12,39 $ 12,92¢
Unrealized gain on available-for-sale debt security 53 —
Accumulated other comprehensive income $ 12,44¢  $ 12,92¢

10. STOCKHOLDERS' EQUITY
Initial Public Offering

In November 2011, the Company issued 40,250,00@&stad Class A common stock and received approeiyn&744.2 million, net o
underwriter fees and other issuance costs, in pascffom the closing of an initial public offerinfjits Class A common stock.

Convertible Preferred Stock

The Company's Board of Directors ("the Board") liaes authority, without approval by the stockholddrs issue up to a total
50,000,000shares of preferred stock in one or more series. Board may establish the number of shares to ddaded in each such series
may fix the designations, preferences, powers dmer oights of the shares of a series of prefestedk. The Board could authorize the issuan
preferred stock with voting or conversion rightattbhould dilute the voting power or rights of th@ders of the Class A common stock or Cla
common stock.

In April 2010, the Company issued 4,202,658 shafé&eries F Convertible Preferred Stock for $136illion in gross proceeds (or
$134.9 million , net of issuance costs), and used®® million of the proceeds from the sale to eedeshares of its outstanding common stock
held by certain shareholders and the remainderdoking capital and general corporate purposes.

In December 2010, the Company issued 14,245,01@sbé Series G Convertible Preferred Stock for08@®nillion in gross proceeds
($449.7 million , net of issuance costs), and 2B.3 million of the proceeds to redeem sharéis autstanding common stock and preferred
stock held by certain shareholders and the remafode@orking capital and general corporate purgose

In January 2011, the Company issued 15,827,796es!lud Series G Preferred for $496.0 million inggreroceeds ( $492.5 milligme
of issuance costs), and used $371.5 milbbthe proceeds to redeem shares of its outstaratimgnon stock and preferred stock held by ce
shareholders and the remainder for working capitdl general corporate purposes. Included in thisksssuance was 126,6Xhares of Series
Preferred ( $4.0 million ) the Company transfert@és underwriter in exchange for financial adviseervices provided.

On October 31, 2011, each outstanding share aCtmepany's Series D Convertible Preferred StockeS& Convertible Preferred Stc
and Series F Convertible Preferred Stock was comdénto twelve shares of Class A common stockesah outstanding share of the Company's
Series G Preferred Stock was converted into foareshof Class A common stock. This resulted indbeance of 290,909,740 shares of Class A
common stock. In addition, each outstanding shb&edes B Convertible Preferred Stock was condertto twelve shares of Class B common
stock. This resulted in the issuance of 2,399,%&8es of Class B common stock.

As of December 31, 2012 and 2011, there were neslud Series Preferred stock outstanding.
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Common Stock

The Board has authorized threlasses of common stock: Class A common stock s®asommon stock and common stock. No shar
common stock will be issued or outstanding untivdlmber 5, 2016, at which time all outstanding shafeClass A common stock and Class B
common stock will automatically convert into shaoésommon stock. In addition, the Board authorigkdres of undesignated preferred stock,
the rights, preferences and privileges of which t@ylesignated from time to time by the Board.

Holders of Class A common stock and Class B comstook have identical rights, except that holder€lass A common stock ¢
entitled to one vote per share and holders of Bassmmon stock are entitled to 150 votes per shdotlers of shares of Class A common s
and Class B common stock will vote together asmglsiclass on all matters (including the electidndmectors) submitted to a vote
stockholders, except that there will be separatesvof holders of shares of the Class A commorksaad Class B common stock in the follow
circumstances:

« if the Company proposes to amend its amended atalted certificate of incorporation to alter or opa the powers, preferences or sp
rights of the shares of a class of its stock stoadfect them adversely or to increase or decréesgar value of the shares of a class ¢
Company's stock;

« if the Company proposes to treat the shares diissaf its stock differently with respect to anyidénd or distribution of cash, property
shares of the Company's stock paid or distributethé Company;

« if the Company proposes to treat the shares dss df its stock differently with respect to anbdivision or combination of the shares
class of the Company's stock; or

« if the Company proposes to treat the shares chssaf its stock differently in connection withlaoge in control, liquidation, dissolutis
distribution of assets or winding down of the Compawith respect to any consideration into which 8feres are converted or .
consideration paid or otherwise distributed tcsttsckholders.

The Company may not increase or decrease the @etiorumber of shares of Class A common stock as<CB common stock withc
the affirmative vote of the holders of a majoritiytbe combined voting power of the outstanding shaf Class A common stock and Clas
common stock, voting together as a single classaduition, the Company may not issue any shareSlags B common stock, other thar
connection with stock dividends, stock splits aimdilar transactions, unless that issuance is apgatdoy the affirmative vote of the holders
majority of the outstanding shares of Class B comstock. There is no cumulative voting for the gtetof directors.

Except as otherwise expressly provided in the Cayljpaamended and restated certificate of incorpmrair as required by applica
law, shares of Class A common stock and Class Brammstock will have the same rights and privileged rank equally, share ratably anc
identical in all respects as to all matters, inolgdwithout limitation, those described below.

Subject to preferences that may apply to any sharpseferred stock outstanding at the time, thielérs of Class A common stock ¢
Class B common stock shall be entitled to sharalgquatably and identically, on a per share hasith respect to any dividends that the B«
may determine to issue from time to time, unleffeint treatment of the shares of such classpsoaed by the affirmative vote of the holder
the majority of the outstanding shares of Classofmon stock and Class B common stock, each vogpgrately as a class. In the eve
dividend is paid in the form of shares of commarcktor rights to acquire shares of common stook,hblders of Class A common stock
receive shares of Class A common stock, or rightacquire shares of Class A common stock, as tbe w®y be, and the holders of Cla:
common stock will receive shares of Class B comstonk, or rights to acquire shares of Class B comstock, as the case may be.

Upon liquidation, dissolution or windingp of the Company, the holders of Class A commonksand Class B common stock will
entitled to share equally, ratably and identicatlyall assets remaining after the payment of aapilities and the liquidation preferences on
outstanding preferred stock, unless different inegit of the shares of such class is approved bgftirenative vote of the holders of the majo
of the outstanding shares of Class A common stodkGlass B common stock, each voting separatedyciass.
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Upon (i) the closing of the sale, transfer or ottisposition of all or substantially all of our ets (ii) the consummation of a mer
consolidation, business combination or other simifansaction which results in our voting secusitieutstanding immediately prior to
transaction (or the voting securities issued wétspect to our voting securities outstanding immntetligorior to the transaction) representing
than a majority of the combined voting power antstainding capital stock of the voting securitiestef Company or the surviving or acquit
entity, (iii) the recapitalization, liquidation, slolution or other similar transaction which resiit the voting securities outstanding immediz
prior to the transaction representing less thanagority of the combined voting power and outstagdoapital stock of the Company or
surviving entity or parent entity or (iv) an isseanby the Company, in one transaction or a sefigglated transactions, of voting securi
representing more than 2% of the total voting poaefehe Company (assuming the Class A common saockClass B common stock each t
one vote per share) to any person or group ofa#il persons who prior to such issuance heldthessa majority of the total voting power of
Company (assuming the Class A common stock ands@asommon stock each have one vote per sharejvandsubsequent to the issua
would hold a majority of the total voting powergtholders of Class A common stock and Class B comstack will be treated equally
identically with respect to shares of Class A comrstock or Class B common stock owned by them,ssniifferent treatment of the share
each class is approved by the affirmative voténefttolders of a majority of the outstanding shafeSlass A common stock and Class B com
stock, each voting separately as a class.

If the Company subdivides or combines in any marmdstanding shares of Class A common stock orsCBagommon stock, tl
outstanding shares of the other class will be suthelil or combined in the same manner, unless diftetreatment of the shares of each cle
approved by the affirmative vote of the holdersaahajority of the outstanding shares of Class Amam stock and Class B common stock,
voting separately as a class.

Stock Repurchase Activity

In April 2010 and December 2010, the Board autteatithe Company to repurchase shares of its cagtidek held by certain holde
using a portion of the proceeds from the sale afeSé Convertible Preferred Stock and the sal&@fes G Convertible Preferred Stc
respectively. In 2010, the Company repurchased?83636 shares of common stock for $503.2 milliand 580,384hares of preferred stock
$55.0 million . In 2011, the Company repurchase®9®,184 shares of common stock for $353.8 miliad 370,40khares of preferred stock
$35.0 million . There was no significant stock reghase activity for the year ended December 312201

Return of Common Shares

On September 22, 2011, the Company's former cliefading officer resigned. As a result of the safian agreement, 400,00€hares ¢
non-voting common stock were returned resultingtimer income of approximately $4.9 milligrwhich represents the reversal of the origir
recognized stock compensation expense and is iedludthin "Interest and other income, net" on tbasolidated statement of operations fol
year ended December 31, 2011.

11. STOCK-BASED COMPENSATION

Groupon, Inc. Stock Plans

In January 2008, the Company adopted the ThePomt2008 Stock Option Plan, as amended (the “2088”Rlunder which options fi
up to 64,618,500shares of common stock were authorized to be dstuemployees, consultants, and directors of Timeeom, which is now tt
Company. In April 2010, the Company established@neupon, Inc. 2010 Stock Plan, as amended in &1 (the “2010 Plan”ynder whicl
options and restricted stock units (“RSUs") for 120,000,000 shares of nenting common stock were authorized for future e ti
employees, consultants and directors of the ComphanyAugust 2011, the Company established the Gyoupnc. 2011 Stock Plan (i
“2011 Plan”), under which options, RSUs, and peniance stock units for up to 50,000,000 shareonfvoting common stock were authori:
for future issuance to employees, consultants @&edtdrs of the Company.

The Groupon, Inc. Stock Plans (the "Plans") areinidtered by the Compensation Committee of the 8oahich determines the num
of awards to be issued, the corresponding vestihgdule and the exercise price for options. As efddnber 31, 2012 , 29,051,38@ares wel
available for future issuance under the PlansrRoidanuary 2008, the Company issued stock optiodsRSUs that are governed by employ!
agreements, some of which are still outstanding.
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The Company recognized stock-based compensatioensgpof $104.1 million , $93.6 million , and $3@ndlion for the years ende
December 31, 2012, 2011 and 2010 , respectivdbtekto stock awards issued under the Plans, sitiqoirelated awards and subsidiary awe
The Company also capitalized $9.7 million and $hilion of stock-based compensation for the yeardeel December 31, 2012 and 2011
respectively, in connection with internally-devetojsoftware.

As of December 31, 2012 , a total of $221.4 millmnunrecognized compensation costs related to wedestock awards, unves
acquisition-related awards and unvested subsidiagrds are expected to be recognized over a remgaiveighted average period of 1.6 years.

Employee Stock Purchase Plan

In December 2011, the Company established an emplstiock purchase plan (‘ESPP”). The ESPP allowstantially all fulltime anc
parttime employees to acquire shares of the Compaonysnon stock through payroll deductions over six thaffering periods. The per sh
purchase price is equal to 8586the fair value of a share of our common stockittter the beginning of the offering period or #ved of th
purchase period, whichever price is lower. Purchase limited to 15% of an employee's salary, ua toaximum of $25,00per calendar ye:
The Company is authorized to grant up to 10 milsbares of common stock under the ESPP, and,@sagimber 31, 2012, rehares of commc
stock have been issued under the ESPP. In Jan0&a8y the Company issued 271,4ares to employees for the Plan period ended Ceeredi
2012.

Stock Options

The exercise price of stock options granted is keguthe fair value of the underlying stock on tlete of grant. The contractual term
stock options expires ten years from the grant.datieck options generally vest over a three or fgear period, with 25%f the awards vestit
after one year and the remainder of the awardéngest a monthly or quarterly basis thereafter. fievalue of stock options on the date of g

is amortized on a straight-line basis over the istguservice period.

The table below summarizes the stock option agtoltring the year ended December 31, 2012 :

Weighted- Weighted- Average
Average Exercise Remaining Contractual  Aggregate Intrinsic Value
Options Price Term (in years) (in thousands)®

Outstanding at December 31, 2011 17,870,71 $1.12 8.06 $ 348,74
Exercised (9,025,16)) $1.04
Forfeited (1,104,271 $1.90
Expired (27,85%) $1.85

Outstanding at December 31, 2012 7,713,42 $1.09 7.02 $ 29,06

Exercisable at December 31, 2012 5,090,55! $0.86 6.71 $ 20,37(

1) The aggregate intrinsic value of options outstagdind exercisable represents the total pretaxsitrivalue (the difference between the fair valithe Company
stock on the last day of each period and the eseeqmiice, multiplied by the number of options whitwe exercise price exceeds the fair value) thatidvbave bee
received by the option holders had all option hddexercised their options as of December 31, 2022011, respectively.

The fair value of stock options granted is estidaie the date of grant using the Black-Scholes-dfedptionpricing model. Expecte
volatility is based on historical volatilities fguublicly-traded options of comparable companies over thenastd expected life of the stc
options. The expected term represents the perididnefthe stock options are expected to be outsigrahd is based on the “simplified method
The Company used the “simplified methodlie to the lack of sufficient historical exercisgtalto provide a reasonable basis upon whi
otherwise estimate the expected life of the stquioas. The riskree interest rate is based on yields on U.S. TirigaSTRIPS with a maturi
similar to the estimated expected life of the stopkions.

The Company did not grant any stock options duttiegyear ended December 31, 2012. The weiglategtage
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assumptions for stock options granted during tlees/ended December 31, 2011 and 2010 are outlintbe ifollowing table:

2012 2011 2010
Dividend yield N/A —% —%
Risk-free interest rate N/A 1.79% 2.58%
Expected term (in years) N/A 4.47 6.13
Expected volatility N/A 44% 46%

Based on the above assumptions, the weightedage grant date fair value of stock optionstgchduring the years ended Decembe
2011 and 2010 was $6.00 and $0.73 , respectivélg.tdtal intrinsic value of options that were ex@d during theyears ended December
2012, 2011 and 2010 was $75.2 million , $56.9 omilland $5.7 million , respectively.

Restricted Stock Units

The restricted stock units granted under the Pygmerally vest over a four -year period, with 26%4he awards vesting after one y
and the remaining awards vesting on a monthly artgedy basis thereafter. Restricted stock unigsgemerally amortized on a straidinie basi:
over the requisite service period, except for etstrl stock units with performance conditions, wihéce amortized using the accelerated method.

The table below summarizes activity regarding uteckgestricted stock units under the Plans dutiegyear ended December 31, 2012 :

Weighted- Average Grant Date

Restricted Stock Units Fair Value (per share)
Unvested at December 31, 2011 11,664,63 $ 12.1¢
Granted 26,098,36 $ 8.9¢
Vested (4,452,97) $ 11.2¢
Forfeited (3,610,67) $ 13.7¢
Unvested at December 31, 2012 29,699.34 g 9.31

The weighted-average grant date fair value of iett stock units granted in 2011 and 2010 wasifland $7.16 respectively. The fa
value of restricted stock units that vested dugagh of the years ended December 31, 2012, 2012CGktiwas $50.2 million , $12.4 millicanc
less than $0.1 million , respectively.

Restricted Stock Awards

The Company has granted restricted stock awardgrinection with business combinations. Compensatpense on these awards is

recognized on a straight-line basis over the réguservice period.
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The table below summarizes activity regarding uteckgestricted stock during the year ended Decelibe2012:

Weighted- Average Grant Date

Restricted Stock Fair Value (per share)
Unvested at December 31, 2011 2,571,011 % 5.6¢
Granted 370,79: $ 17.2(
Vested (2,041,46)) $ 5.0C
Forfeitures (323,29) % 14.9¢
Unvested at December 31, 2012 ST7.04 g 10.31

The fair value of restricted stock that vested miyithe years ended December 31, 2012, 2011 andw284&10.2 million $8.6 millior
and $8.2 million , respectively.

Subsidiary Awards

The Company made several acquisitions during tlaesyended December 31, 2011 and 2010 in whicheliag shareholders of t
acquired companies were granted RSUs and stockngpin the Company's subsidiaries (“subsidiary dear These subsidiary awards w
issued in conjunction with the acquisitions as & teeretain and motivate key employees. They gdiyerasted on a quarterly basis for a perio
three or fouryears, and were potentially dilutive to the Compsumyvnership percentage of the corresponding sialpsid. A significant portion
the subsidiary awards were classified as liabdlittm the consolidated balance sheets due to tséeege of put rights that allowed the sel
shareholders to put their stock back to the Compahg liabilities for the subsidiary awards wereeasured on a quarterly basis, with the ¢
to stockbased compensation expense within "Selling, gerardl administrative" on the consolidated statemehtsperations. The Compa
modified its liability-based subsidiary awards @12 by paying $17.0 million in cash and issuing,680shares of the Company's common s
to settle the vested portion and providing for fatgettlement of the unvested portion in cash areshof the Company's common stock
completion of the requisite service period. $erchases of Additional Interests in Consolidatetbstdiariesin Note 3"Business Combinatio
and Acquisitions of Noncontrolling Interests."

Common Stock Valuations

The fair value of the common stock underlying thampany's stock options was determined by the Bo#ifdirectors, or the Boar
which intended that all options granted were esatalie at a price per share not less than the pee $hir value of the Company's common s
underlying those options on the date of grant. absumptions used in the valuation model were bagefiiture expectations combined v
management judgment. In the absence of a pubtiingamarket prior to the Company's initial publitesing in November 2011, the Board, w
input from management, exercised significant judgihaad considered numerous objective and subjefditers to determine the fair value of
Company's common stock as of the date of eachrogti&nt, including the following factors:

. the prices, rights, preferences and privilegesief@ompany's preferred stock relative to the comstock
. the prices of the Company's preferred stock solulitside investors in arnsagth transaction

. the Company's operating and financial performe

. current business conditions and projecti

. the hiring of key personn:

. the history of the Company and the introductiomedv products and servic

. the Company's stage of developm
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. the likelihood of achieving a liquidity eventrfthe shares of common stock underlying these siptikns, such as an initial public
offering or sale of the Company, given prevailingrket conditions;

. any adjustment necessary to recognize a lack dfetetility for the Company's common stc
. the market performance of comparable publicdgled companies; a
. the U.S. and global capital market conditit

The discounted future earnings method calculaegtésent value of future economic benefits usidgeount rate based on the natui
the business, the level of overall risk and theeetgd stability of the estimated future economiodbiés. The future economic benefits
estimated over a period of years sufficient to nestability of the business, and management expeet€ompany to grow substantially for sev
years before revenue stabilizes. The discounted ftms method valued the business by discountitigriuavailable cash flows to present valt
an approximate rate of return. The cash flows wetermined using forecasts of revenue, net incamdedabtfree future cash flow. The disco
rate was derived using a Capital Asset Pricing Méatecompanies in the “expansiostage of development. The Company also appliedkadi
marketability discount to its enterprise value, ethiook into account that investments in privatmpanies are less liquid than similar investm
in public companies. There is inherent uncertaim@ll of these estimates.

12. LOSS PER SHARE OF CLASS A AND CLASS B COMMON SDCK

The Company computes loss per share of Class Ats$ B common stock using the telass method. Basic loss per share is com|
using the weighted-average number of common shlarssanding during the year. Diluted loss per slimmmputed using the weightedterag
number of common shares and the effect of poténtkltive equity awards outstanding during theyePotentially dilutive securities consis
stock options, restricted stock units, unvestettiotsd stock and ESPP shares. The dilutive efféthese equity awards are reflected in dil
loss per share by application of the treasury stoekhod. The computation of the diluted loss perastof Class A common stock assume:
conversion of Class B common stock, while the diubss per share of Class B common stock doegssoine the conversion of those shares.

The rights, including the liquidation and dividenghts, of the holders of Class A and Class B comistock are identical, except with
respect to voting. As a result, the undistributechiangs for each year are allocated based on thieambual participation rights of the Class A and
Class B common shares as if the earnings for thehyad been distributed. As the liquidation andddimd rights are identical, the undistributed
earnings are allocated on a proportionate basithéni as the Company assumes the conversion s§ Bl@ommon stock in the computation of
the diluted loss per share of Class A common stibekundistributed earnings are equal to net incfamthat computation.
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The following tables set forth the computation asic and diluted loss per share of Class A ands@asommon stock for thgear ende
December 31, 2012 (in thousands, except share amand per share amounts):

Year Ended December 31, 2012

Class A Class B

Basic loss per share:

Numerator

Allocation of net loss $ (50,845 $ (18¢)

Less: Allocation of adjustment of redeemable notrating interests to redemption

value 12,557 47

Less: Allocation of net income attributable to nonizolling interests 3,72¢ 14

Allocation of net loss attributable to common stocklers (67,127 (250

Denominator

Weighted-average common shares outstanding 647,814,14 2,399,971
Basic loss per share $ (010 % (0.10
Diluted loss per share:

Numerator

Allocation of net loss attributable to common stocklers $ (67,127 $ (250

Reallocation of net income (loss) attributable @anenon stockholders as a result of

conversion of Class B — —

Allocation of net loss attributable to common stocklers (67,12°) (250

Denominator

Weighted-average common shares outstanding udsgsio computation 647,814,14 2,399,971

Conversion of Class B — —

Employee stock optior — —

Restricted shares and RSUs — —

Weighted-average diluted shares outstanfling 647,814,14 2,399,97
Diluted loss per share $ 0.10 $ (0.10

1) Conversion of Class B shares into Class A shardatstanding equity awards have not been refldatéide diluted loss per share calculation forybar ende
December 31, 2012 because the effect would beilaritié.

The following tables set forth the computation afic and diluted net loss per share of common gindkousands, except share amo
and per share amounts):
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Year Ended December 31,

2011@ 2010?
Net loss $ (297,76) $ (413,38¢)
Dividends on preferred stock — (1,362)
Redemption of preferred stock in excess of carryiige (34,327 (52,899
Adjustment of redeemable noncontrolling interesteedemption value (59,740 (12,42Y
Net loss attributable to noncontrolling interests 18,33¢ 23,74¢
Net loss attributable to common stockholders $ (373,499 $ (456,32()
Net loss per share:
Weighted-average shares outstanding for basic duédl net loss per
share® 362,261,32 342,698,77
Basic and diluted net loss per share $ (1.09 % (1.3%)
(2) Stock options, restricted stock units, perfange stock units and convertible preferred sharesat included in the calculation of diluted retd per share for the

years ended December 31, 2011 and :because the Company had a net loss for each yeeordingly, the inclusion of these equity awardsilddave had an
antidilutive effect on the calculation of diluteask per share.

2) The two-class method is not applied for 2002@10 because the Company's two-class common straoture was not implemented until the Compaimjtil
public offering on November 4, 2011. The impacapplying the two-class method from November 4, 2@1Mecember 31, 2011 would not have impacted the
Company's loss per share for 2011.

The following outstanding equity awards and confttpreferred shares are not included in the éilutet loss per share calcula
above because they would have had an antidiluffeete

Year Ended December 31,

2012 2011 2010
Stock options 7,713,42. 17,870,71 27,465,70.
Restricted stock units 29,699,34 11,944,84 3,576,60!
Restricted stock 577,04¢ 86,75¢ —
ESPP shares 271,40: — —
Performance stock units — — 1,200,001
Convertible preferred shares — — 234,443,34
Total 38,261,21 29,902,31 266,685,64

13. FAIR VALUE MEASUREMENTS

Fair value is defined under U.S. GAAP as the pifiee¢ would be received to sell an asset or patcatsfer a liability in an orderly
transaction between market participants at the ameagent date. As such, fair value is a market-bassgsurement that should be determined
based on assumptions that market participants weeédn pricing an asset or a liability.

To increase the comparability of fair value measutbe following hierarchy prioritizes the inputs valuation methodologies usec
measure fair value:

Level 1-Observable inputs that reflect quoted wigaadjusted) for identical assets or liabilifieactive markets.
Level 2-Include other inputs that are directly mdirectly observable in the marketplace.

Level 3Valuations derived from valuation techniques in athione or more significant inputs or significantliea drivers ar
unobservable. These fair value measurements regjgméicant judgment.
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In determining fair value, the Company uses varioalsiation approaches within the fair value measere framework. The valuati
methodologies used for the Company's assets arititiéess measured at fair value and their clasatfn in the valuation hierarchy are summar
below:

Cash equivalents Cash equivalents primarily consisted of AAdted money market funds with overnight liquiditydano state
maturities. The Company classified cash equivalasttevel 1 due to the shderm nature of these instruments and measuredatt
value based on quoted prices in active market&lémtical assets.

Available-for-sale debt security Fhe Company has an investment in a convertible debtrrity issued by a nonpublic entity. 1
available-forsale debt security is measured at fair value eaglorting period, with unrealized gains and losssnded in othe
comprehensive income. The Company measures itgdhie using an income approach that incorporataisgbility-weighted outcome
The Company has classified this investment as L8wdle to the lack of observable market data oervalue inputs such as the
value of the nonmarketable equity shares underlitiggconversion option. Increases in the estimf&dvalue of the nonmarketal
equity shares underlying the conversion option rilouate to increases in the fair value of the ayddeor-sale debt security and decre:
in the estimated fair value of the underlying sbacentribute to decreases in its fair value. Addiily, increases in the asses
likelihood of a default by the convertible debtuss contribute to decreases in the fair value efahailable-forsale debt security a
decreases in the assessed likelihood of a defawdtibute to increases in its fair value.

Contingent consideration The Company has contingent obligations to transfish payments and equity shares to the former rgvim
conjunction with certain acquisitions if specifiedure operational objectives and financial resalts met over future reporting peric
Liabilities for contingent consideration (i.e., Bauts) are measured at fair value each reporénigpg, with the acquisitiodate fair valu
included as part of the consideration transferiredl subsequent changes in fair value recorded imregsr as acquisitionelated expen:
(benefit), net.

The Company uses one of two approaches to valueotittngent consideration liabilities. The firstais income approach that is prima
determined based on the present value of probahikighted future cash flows using internal modelse Becond is an option pric
methodology within a Black-Scholes frameworiikor contingent consideration to be settled in datde number of shares of comn
stock, the Company used the most recent Groupak gtoce as reported on the NASDAQ to determine fdievalue of the shar
potentially issuable as of December 31, 2012 antkBéer 31, 2011 The Company has generally classified the contingensideratio
liabilities as Level 3 due to the lack of relevabiservable market data over fair value inputs aghrobabilityweighting for paymel
outcomes. Increases in the assessed likelihoochafteer payout under a contingent consideratioangigment contribute to increase
the fair value of the related liability. Conversetiecreases in the assessed likelihood of a higdnygsut under a contingent considera
arrangement contribute to decreases in the fairevaf the related liability. Changes in assumptiomgld have an impact on the payot
contingent consideration arrangements with a mawinpayout of $14.7 million cash and 0.1 millishares of the Company's comr
stock as of December 31, 2012.
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The following tables summarize the Company's asseldiabilities that are measured at fair valuegecurring basis (in thousands):

Description
Assets:

Cash equivalents
Available-for-sale debt security

Liabilities:
Contingent consideration

Description
Assets:

Cash equivalents

Liabilities:
Contingent consideration

Fair Value Measurement at Reporting Date Using

Quoted Prices

100

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
As of December 31, Assets Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
585,39! $ 585,39! $ —
3,081 $ — 3 $ 3,081
7,601 $ — 3 $ 7,601
Fair Value Measurement at Reporting Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
As of December 31, Assets Inputs Inputs
2011 (Level 1) (Level 2) (Level 3)
750,00: $ 750,000 $ $ —
13,21¢  $ — 8 1,98¢ % 11,23(
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The following table provides a roll-forward of tfar value of recurring Level 3 fair value measuests for the year ended
December 31, 2012 (in thousands):

Available-for-Sale Contingent
Debt Security Consideration
Beginning balance $ — 3 11,23(
Issuance of contingent consideration in connectith acquisitions — 3,40(
Purchase of available-for-sale debt security 3,00( —
Total gains or losses (realized / unrealized) — —
Loss included in earning® — 897
Gain included in other comprehensive income 87 —
Settlements of contingent consideration liabilities — (4,936
Reclass to non-fair value liabilities when no longentingent — 4,979
Reclass of contingent consideration from Level Rawvel 3 — 1,98¢
Ending balance $ 3,081 $ 7,601
Unrealized (gains) losses still héid $ 87 ¢ 211
1) Changes in the fair value of contingent coasation liabilities are classified within "Acquisib-related expense (benefit), net" on the consolidatattments
operations.

2) Represents the unrealized (gains) losses recondearnings during the year for assets (and lissltclassified as Level 3 that are still held ¢atstanding) at tt
end of the year.

The following table provides a roll-forward of tii@ir value of the contingent consideration catergias Level 3 for thgears ende
December 31, 2011 and 2010 (in thousands):

Year Ended December 31,

2011 2010
Beginning balance $ — 3 —
Issuance of contingent consideration in conneatiith acquisitions 17,75t 63,18(
Settlements of contingent consideration liabilities — (266,36:)
Change in fair value and othér (4,537) 203,18
Reclass of contingent consideration between Lew#®Level 3 (1,989 —
Ending balance $ 11,23 $ —
Unrealized gains still hel@ $ (453) $ —
1) Changes in the fair value of contingent coasation liabilities are classified within "Acquisib-related expense (benefit), net" on the consolidatattments

operations.

2) Represents the net unrealized gains recorded mingarduring the year for liabilities classifiedlasvel 3 that are still held (or outstanding) & #nd of the yez
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The following tables summarize the Company's astets are measured at fair value on a nonrecutigigjs (in thousands) as
December 31, 2012. There were no nonrecurring/édire measurements at December 31, 2011 and 2010.

Fair Value Measurement at Reporting Date Using
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
As of December 31, Assets Inputs Inputs
Description 2012 (Level 1) (Level 2) (Level 3)
Asset impairments:
Cost method investment $ 7752. $ — % — % 77,52:
Equity method investment $ 498§ — 8 —  $ 49t

Estimated Fair Value of Financial Assets and Liabities Not Measured at Fair Value

The aggregate fair value and carrying amounts @fGbmpany's cost method investments, excludingvisstment in Ruan, which wa
deemed to be other-than-temporarily impaired arittemr down to its fair value as of December 31,20ivere $2.3 million and $1.9 million
respectively, as of December 31, 2QTPhe fair values of these other cost method imaests were determined using the market approact
Company classified the fair value measurementthfese cost method investments as Level 3 becaegényolve significant unobservable inpt

The Company's other financial instruments not edrrat fair value consist primarily of short termrtifieates of deposit, accoul

receivable, restricted cash, accounts payableyadanerchant and supplier payables and accruedexpeThe carrying values of these asset
liabilities approximate their respective fair vadlees of December 31, 2012 and 2011 due to theit s nature.

14. INCOME TAXES

The components of pretax loss for the years endm@ibber 31, 2012, 2011 and 2010 were as followh¢insands):

2012 2011 2010
United States $ 88,63t $ (42,779 $ (222,599
International 6,30¢ (211,290 (197,469

Income (loss) before provision (benefit) for incotages ~ $ 9494. $ (254,06) $ (420,060
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The provision (benefit) for income taxes for theggeended December 31, 2012, 2011 and 20t8isted of the following components
thousands):

2012 2011 2010
Current taxes:
U.S. federal $ 4155 $ 1643( $ —
State 4,77¢ 604 57
International 107,29 (5,540 61¢
Total current taxes $ 15362: $ 11,49 $ 67¢
Deferred taxes:
U.S. federal $ (297) $ (2,079 $ —
State (236 — —
International (4,439 34,27¢ (7,349
Total deferred taxes (7,657 32,20: (7,349
Provision (benefit) for income taxes $ 145970 $ 4369 $ (6,679

The items accounting for differences between therime tax provision or benefit computed at the fedstatutory rate and the provision
for income taxes for the years ended December@12,2011 and 2010 were as follows:

2012 2011 2010

U.S. federal income tax rate 35.C% 35.C% 35.C%
Foreign tax differential and related unrecognizedlienefits 29.t (3.6) 1.7
State income taxes, net of federal benefits 4.2 0.2 0.€
Valuation allowance 30.¢ (36.2) (12.0
Effect of foreign and state rate changes on defétesns (0.5) (2.9 (0.7)
Tax effects of intercompany transactions 32.7% (2.9) —
Non-deductible stock-based compensation expense 15.4 (4.8 (18.0)
Non-deductible or non-taxable items 4.8 (3.6) (0.2
Other 1.8 0.€ (2.0)

153.7% 17.9% 1.€%
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The deferred income tax assets and liabilities istets of the following components years ended Ddxegrl, 2012 and 2011 (in
thousands):

2012 2011
Deferred tax assets:

Reserves and allowances $ 94,37¢ % 77,91
Deferred rent 1,37 3,70¢
Stock-based compensation 16,04¢ 15,48¢
Unrealized foreign exchange loss — 437
Net operating loss and tax credit carryforwards 147,95: 143,20
Intangible assets, net 1,681 —
Other 721 33¢
Total deferred tax assets 262,16 241,07¢
Less valuation allowances (159,249 (128,219
Deferred tax assets, net of valuation allowance 102,91! 112,86:

Deferred tax liabilities:
Unrealized foreign exchange gain (117) —
Prepaid expenses and other assets (1,539 (1,520
Property, equipment and software, net (15,607) (6,269
Intangible assets, net — (7,715
Investments (6,797 —
Deferred revenue (92,30¢) (116,28)
Total deferred tax liabilities (116,349 (131,789
Net deferred tax liability $  (1343) $  (18,92)

The Company regularly reviews deferred tax assetssess whether it is more likely than not thatdferred tax assets will be realized
and, if necessary, establishes a valuation alloevémrcportions of such assets to reduce the caywatue. For purposes of assessing whether it is
more likely than not that the Company's deferredassets will be realized, the Company consider$dlowing four sources of taxable income
for each tax jurisdiction: (a) future reversalseafsting taxable temporary differences, (b) pragdduture earnings, (c) taxable income in carry
years, to the extent that carrybacks are permittettr the tax laws of the applicable jurisdictiang (d) tax planning strategies, which represent
prudent and feasible actions that a company ondiimaight not take, but would take to prevent arigting loss or tax credit carryforward from
expiring unused. The Company has incurred sigmifit@sses in recent years and had accumulatedtdeffc$753.5 million and $698.7 million at
December 31, 2012 and 2011, respectively. A cunvelédss in the most recent three-year periodsggaificant piece of negative evidence that is
difficult to overcome when assessing the realizighilf deferred tax assets. Consequently, the Campas only recognized deferred tax assets to
the extent that they will be realizable either thgb future reversals of existing taxable tempodifferences or through taxable income in
carryback years for the applicable jurisdictionsDecember 31, 2012 and 2011, the Company recadetliation allowance of $159.2 million
and $128.2 million , respectively, against its detizeand foreign net deferred tax assets, asiiv®s it is more likely than not that these besefit
will not be realized.

The Company had $17.8 million of federal and $36illion of state net operating loss carryforwards at Deemfh, 2012 which wi
begin expiring in 2027 and 2016, respectively. A&tBmber 31, 2012, the Company had $499.5 mitifidioreign net operating loss carryforwai
a significant portion of which carry forward for amdefinite period.

The Company is subject to taxation in the Uniteatest, state jurisdictions and foreign jurisdictioBggnificant judgment is required
determining the worldwide provision for income taxand recording the related income tax assets iabilitles. The Company's practice
accounting for uncertainty in income taxes is toogize the financial statement benefit of a tasitin only after determining that the relev
tax authority would more likely than not sustaim thosition following an audit. For tax positions atieg the more-likely-thamot criteria, th
amount recognized in the financial statementsadalgest benefit
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that has a greater than 50 percent likelihood ofghesalized upon ultimate settlement with the vatd tax authority. The Company is curre
under IRS audit for the 2009 and 2010 tax yearslithmhally, the Company is currently under auditdeweral foreign jurisdictions. It is likely tt
the examination phase of these audits will concindihe next 12 months. All of the Company's taarngeare currently open to examinatior

U.S. federal, U.S. state and foreign tax autharitie

The following table summarizes activity relatedtie Company's gross unrecognized tax benefitsudixg interest and penalties, from
January 1 to December 31 for 2012, 2011 and 2@1th¢usands):

December 31,

2012 2011 2010
Beginning Balance $ 55,127 $ — 3 —
Increases related to prior year tax positions 602 — —
Decreases related to prior year tax positions (790 — —
Increases related to current year tax positions 29,46¢ 55,127 —
Decreases based on settlements with taxing au#sorit — — —
Decreases due to lapse of statute limitations — — —
Foreign currency translation 1,07 — —
Ending Balance $ 85,48. $ 55,127 $ —

The total amount of unrecognized tax benefits atdbeber 31, 2012, 2011 and 2010 that, if recognized)d affect the effective tax rate
are $39.3 million , $3.2 million and $0.0 milliomespectively.

The Company recognized $2.3 milliofinterest and penalties within "Provision (bet)dfir income taxes" on its consolidated statel
of operations for the year ended December 31, 2082within "Other noreurrent liabilities” on its consolidated balanceethas of December :
2012.

As of December 31, 2012, the Company believesithatreasonably possible that a decrease of §1@2 millionin unrecognized te
benefits related to foreign exposures may be nacgsgthin the coming year.

In general, it is the practice and intention of @@mpany to reinvest the earnings of its hb&-. subsidiaries in those operations. A
December 31, 2012, no provision has been made f8r idcome taxes and foreign withholding taxesteeldo the undistributed earnings of
Company's foreign subsidiaries of approximately 832million , because those undistributed earnings are intidfinieinvested outside t
United States. The actual U.S. tax cost would dépem income tax laws and circumstances at the Gfnaistribution. Determination of tl
amount of unrecognized U.S. deferred tax liabilélated to the undistributed earnings of the Comijgdioreign subsidiaries is not practical du
the complexities associated with the calculation.

15. SEGMENT INFORMATION

The Company has organized its operations into tiveipal segments: North America, which represémesUnited States and Canada,
and International, which represents the rest oflbmpany’s global operations. Segment operatingtsa®flect earnings before stock-based
compensation, acquisition-related expense (beneét) interest and other income, net, loss ontgguoéthod investees and provision (benefit) for
income taxes. Segment information reported in d@lées below represents the operating segmente @dimpany organized in a manner
consistent with which separate information is ala# and for which segment results are evaluamadady by the Company's chief operating
decision-maker (i.e., chief executive officer) Bsassing performance and allocating resources.

Revenue for each segment is based on the geogragahiet where the sales are completed. Revenugrafit or loss information t
reportable segment reconciled to consolidatednoetme (loss) for the years ended 2012, 2011 and 2@te as follows (in thousands):
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Year Ended December 31, 2012

2012 2011 2010

North America

Revenug? $ 1,165,700 $ 634,980 $ 200,41.

Segment cost of revenue and operating expéfises 1,025,97. 630,18- 210,84

Segment operating income (lo&5) 139,72¢ 4,79¢ (10,437

International

Revenue $ 1,168,77. $ 975,45( $ 112,52¢

Segment cost of revenue and operating expéfises 1,104,78. 1,124,57 283,08!

Segment operating income (lo&k) 63,98¢ (149,12 (170,556

Consolidated

Revenue $ 2,334,47. $ 1,610,431 $ 312,94:

Segment cost of revenue and operating expéfises 2,130,75 1,754,76: 493,93:

Segment operating income (I0€3) 203,71¢ (144,33) (180,99)

Stock-based compensation 104,11° 93,59( 36,16¢

Acquisition-related expense (benefit), net 897 (4,537) 203,18:

Interest and other income, net (6,16€) (5,979 (284)

Loss on equity method investees 9,92¢ 26,65: —

Income (loss) before income taxes 94,94 (254,06)) (420,06()

Provision (benefit) for income taxes 145,97 43,69" (6,679

Net loss $ (51,03) $ (297,76} $ (413,38¢)

1) North America contains revenue from the United &&taif$1,108.4 million , $586.7 million and $190.5 mitlidor the years ended 2012, 2011 and 2010,
respectively. There were no other individual coiesttocated outside of the United States that sgmied more than 10% of consolidated total revéoihe years
ended December 31, 2012, 2011 and 2010 , resplgctive

2) Segment cost of revenue and operating expemsksegment operating income (loss) exclude dtaskd compensation and acquisition-related exgeersefit),

net. This presentation corresponds to the measwegment profit or loss that the Company's chiefrating decision maker uses in assessing segredotmpance
and making resource allocation decisions. For g@&yended December 31, 2012, 2011 and 2010 ;lséseld compensation expense was approximately $65.1
million , $75.8 million , and $7.5 million , respaely, for the North America segment and approxieha$39.0 million , $17.8 million , and $28.7 nolh ,
respectively, for the International segment. Ferytbars ended December 31, 2012, 2011 and 20%isaion-related expense (benefit), net was apprately a
$2.8 million benefit, $0.8 million expense, and $Bmillion expense, respectively, for the North énma segment and approximately a $3.7 million espe$5.4
million benefit, and $1.5 million benefit, respewety, for the International segment. Acquisitiofated benefit (expense), net for the North Amesegment
includes gains and losses relating to contingensideration obligations incurred by U.S. legal idirelating to purchases of businesses that begant of the
International segment, which is consistent withattebution used for internal reporting purposes.
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The following table summarizes the Company's tasakts by reportable segment as of December 32,&2@12011 (in thousands):

2012 2011
North America®® $ 1,177,31. $ 989,17(
International® 854,16( 785,30t
Consolidated total assets $ 2,031,47. $ 1,774,47

1) North America contains assets from the United Staf$1,112.6 million and $981.0 million at December 3212 and 2011 , respectively. There were no other
individual countries located outside of the Uniffdtes that represented more than 10% of consedidatal assets at December 31, 2012 or Decemb&031 .

2) The December 31, 2011 total asset amounts theme reclassified in the disclosure above to comfo the current presentation, which excludegaa@pany
balances.

The following table summarizes the Company's tdegivoperty and equipment, net of accumulated adgtien and amortization |
reportable segment as of December 31, 2012 and @0iiousands):

2012 2011

North America® $ 4453¢ $ 18,72

International? 37,50( 22,68¢
Consolidated total $ 82,03¢ $ 41,41!

(1) Substantially all tangible property and equipméut is included in North America are located in theted State:

2) Tangible property and equipment, net locatétizvGermany represented approximately 12% and @fiftie Company's consolidated tangible property an
equipment, net as of December 31, 2012 and 204fectvely. Tangible property and equipment, neated within Switzerland represented approximat@Bp of
the Company's consolidated tangible property amibetent, net as of December 31, 2012. There werher individual countries located outside of thated
States that represented more than 10% of consefidangible property and equipment, net at Dece@be2012 and 2011.

The following table summarizes depreciation and ’izetion of property, equipment and software amgngible assets by reports
segment for the years ended December 31, 2012,&@1. 2010 (in thousands):

2012 2011 2010

North America $ 30,58( $ 10,51t % 1,44C

International 25,22: 21,54( 11,51:
Consolidated total $ 55,80 $ 32,05 % 12,95:

The following table summarizes the Company's chpitpenditures by reportable segment for the yeadged December 31, 2012, 2011
and 2010 (in thousands):

2012 2011 2010
North America $ 38,02¢ $ 19,45: $ 10,89¢
International 57,80¢ 24,35¢ 3,78¢

Consolidated total $ 9583 $ 43817 $ 14,68

The following table summarizes the Company's equigyhod investments by reportable segment as cédber 31, 2012 and 2011 (in
thousands):
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2012 2011
North America® $ 1,73¢ % 1,20¢
International?® — 49,39¢
Consolidated total $ 1,73¢ $ 50,60/

(2) All equity method investments included in North Amoa are located in the United Sta

2) All equity method investments included in Internafl are held by an entity in the Netherla

16. RELATED PARTIES

Technology and Other Services

During 2011, the Company entered into agreemernts wairious companies in which the former City D&ladreholders (including Oliv
Samwer, Marc Samwer and Alexander Samwer) havetdireindirect ownership interests, including Rdck#ernet GmbH, as well as otl
companies in which certain subsidiary founders hdivect interests, to provide information technglognarketing and other services to
Company. The Company recognized $1.4 millafnexpense for services rendered by these compémidgbe year ended December 31, 2
which is classified within "Selling, general anchddistrative" on the consolidated statement of afiens.

Merchant Contracts

The Company entered into several agreements wititchaet companies in which the former City Deal shatders (including Olive
Samwer, Marc Samwer and Alexander Samwer) havetdoe indirect ownership interests, and, in somsesaare also directors of th
companies, pursuant to which the Company condtectausiness by offering goods and services atcdig with these merchants. The Comg
incurred $2.4 million and $1.1 millioof costs under the merchant agreements for thesymated December 31, 2011 and 2010, respec
which are presented as a reduction to revenueeiicdhsolidated statements of operations. The Coynipad $1.3 milliondue to these compan
as of December 31, 2011, which was classified withiccrued merchant payables” on the consolidasddnze sheet. The Company did not il
costs under these merchant agreements in 201 2aahdohamounts due to these companies as of Dec&hp2012.

Marketing Services

During 2011, the Company engaged InnerWorkings, (fionerWorkings”)to provide marketing services. The Company's Exee
Chairman, Eric Lefkofsky, is a former director asignificant stockholder of InnerWorkings. The Compaecognized $1.1 millionf expens
under its agreement with InnerWorkings for the yeaded December 31, 2012. The Company also paat\Waorkings $1.3 milliorduring 201.
for gift cards that the Company sells to custom@it card inventory is classified within “Prepagkpenses and other current assetsthe
consolidated balance sheets.

Logistics Services

In connection with the Company's expansion of Gawfterings during 2012, the Company entered intaasportation and supply ch
management agreement with Echo Global Logistias, (tEcho"). Three of the Company's directors, P8arris, Eric Lefkofsky and Bradl
Keywell, either are currently or were previously2812 directors of Echo and have direct and/or@uiownership interests in Echo. Pursua
the agreement, Echo provided services either celatecarrier rate negotiation and management, stgpprigin and destination coordinati
inventory facility set-up and management and sughlgin cost analysis. Echo received payments ofoappately $1.9 millionfor its service
under the agreement for the year ended Decemb@032, which were expensed by the Company through "Gbstvenue" on the consolida
statements of operations. As the Goods categorgX@anded, the Company has hired other outsideoveridr logistics services and termine
its arrangement with Echo during 2012.

17. QUARTERLY RESULTS (UNAUDITED)
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The following table represents data from the Comgfsamnaudited consolidated statements of operaf@rthe most recent eight quart
This quarterly information has been prepared on shme basis as the consolidated financial statsmemd includes all normal recurr

adjustments necessary to fairly state the inforonafior the periods presented. The results of ojper®bf any quarter are not necessarily indici
of the results that may be expected for any fupemgod (in thousands, except per share amounts).

Quarter Ended

Dec. 31, Sept. 30, June 30, Mar. 31, Dec. 31, Sept. 30, June 30, Mar. 31,
2012 2012 2012 2012 2011 2011 2011 2011

Consolidated Statements of

Operations Data:

Revenué” $ 638,30: $ 568,55: $ 568,33! $ 559,28! $ 492,16: $ 430,16: $ 392,58. $ 295,52:
Cost of revenue $ 282,47, $ 181,78t  $ 135,18 $ 119,49¢ $ 96,26 $ 68,04¢ $ 54,800 $ 39,76¢
Gross profit $ 355,83( $ 386,76t $ 433,15. $ 439,78 $ 395,89¢ $ 362,11! $ 337,77¢ % 255,75¢
(Loss) income from operations $ (12,86) $ 2543t $ 46,48 3% 39,63¢ $ (14,979 $ (239 $ (101,02) $ (117,149

Net (loss) income attributable to

Groupon, Inc®® $ (80,98) $ (1,646 $ 32,32¢ % 447) $ (64,94 $ (10,579 $ (101,240 $ (102,669
Net (loss) earnings per share
Basic $ 012 $ (0.00 $ 0.0¢ $ (0.0 $ 012 $ (0.1¢) $ 03 $ (0.4¢)
Diluted $ (012 $ (0.0 $ 0.0 % (0.0 $ 012 $ (0.1¢) $ 03 % (0.4¢)
Weighted average number of sha
outstanding
Basic 655,678,12 653,223,61 647,149,53 644,097,37 528,421,71 307,605,06 303,414,67 307,849,41
Diluted 655,678,12 653,223,61 663,122,70 644,097,37 528,421,71 307,605,06 303,414,67 307,849,41

(1) Revenue for the quarter ended September 3@, ?2@luded a $18.5 million one-time increase fadtparty revenue for unredeemed Groupons in Geymahich
represented the cumulative impact of deals injtiradiction for which, based on a recent tax rgliour obligation to the merchant would have engtéat to that quarterly
period (i.e., prior to July 1, 2012). SRevenue Recognition Note 2"Summary of Significant Accounting Policies."

(2) Netincome (loss) attributable to Groupon, Inc.tfer quarter ended June 30, 2012 includ$56.0 million gain ( $33.0 million after tax) onetfE-Commerce transaction.
See Note 6lnvestments.”

(3) Netincome (loss) attributable to Groupon, Inc.tfer quarter ended December 31, 2012 incluc$50.6 million impairment ( $45.5 million after tag) our cost method
investment in F-tuan. See Notélfvestments."
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ITEM 9: CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedur

Our management, with the participation of our Cligécutive Officer and our Chief Financial Officbgs evaluated the effectivenes
the design and operation of our disclosure conants procedures pursuant to Rule 13a-15(e) andL:&}-under the Securities Exchange A
1934, as amended (the Exchange Act), as of thefth@ period covered by this Annual Report on FAGYK.

Based on this evaluation, our management concltidgdas of December 31, 2012, our disclosure otsémnd procedures are effective
to provide reasonable assurance that informatioareeequired to disclose in reports that we filsubmit under the Exchange Act is recorded,
processed, summarized, and reported within the pien@ds specified in the Securities and Exchanga@ission's rules and forms, and that such
information is accumulated and communicated tonsanagement, including our Chief Executive Officed &hief Financial Officer, as
appropriate, to allow timely decisions regardinguieed disclosure.

Managemen's Report on Internal Control over Financial Repdrtg

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as defined in Rule 13a-
15(f) of the Exchange Act. Our management conduateevaluation of the effectiveness of our inteowaitrol over financial reporting based on
the framework in Internal Control—Integrated Framewissued by the Committee of Sponsoring Orgaimnatof the Treadway Commission.
Our internal control over financial reporting indks policies and procedures that provide reasomabklerance regarding the reliability of finan
reporting and the preparation of financial statetsiéor external reporting purposes in accordande WiS. generally accepted accounting
principles. Based on this evaluation, managememtladed that our internal control over financigoging was effective as of December 31,
2012. Management reviewed the results of its assa#swith our Audit Committee. The effectivenes®of internal control over financial
reporting as of December 31, 2012 has been augyjtéanst & Young LLP, an independent registerediipudTcounting firm, as stated in its
report which is included in below.

Changes in Internal Control over Financial Reportm

During the year ended December 31, 2012, we impiéedeinternal control procedures to address a pusly identified materi
weakness related to our financial statement claseegs. These internal controls included (a) proirequired to be performed during
financial close process that support the accunadetianely reporting of our financial results, (Imetpreparation of timely account reconciliati
that agree to detailed support and are properliewed and approved, and (c) the timely effectivdene of estimates, assumptions and rel
reconciliations and analyses, including those eelato the customer refund reserve and roine transactions, by appropriate level:
management. After completing our testing of thaeigle and operating effectiveness of these new duwes, we concluded that we h
remediated the previously identified material wesdshas of December 31, 2012.

Except for the items described above, there haga he changes in our internal control over finalmgporting identified in connection
with the evaluation required by Rule 13a-15(d) 46d-15(d) of the Exchange Act that occurred duringtttree months ended December 31, Z
that has materially affected, or is reasonablyljike materially affect, our internal control ovi@mancial reporting.

Limitations on Effectiveness of Controls and Proagés
In designing and evaluating the disclosure congials procedures, management recognizes that atplsoand procedures, no matter
how well designed and operated, can provide ordgarable assurance of achieving the desired catijettives. In addition, the design of

disclosure controls and procedures must reflectabiethat there are resource constraints andibhaggement is required to apply its judgment in
evaluating the benefits of possible controls armtedures relative to their costs.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Groupoa,

We have audited Groupon, Inc.'s internal contr@rdinancial reporting as of December 31, 2012elam criteria established in Inter
ControlHntegrated Framework issued by the Committee ohSpieng Organizations of the Treadway Commissibe OSO criteria). Groupc
Inc.'s management is responsible for maintainifigcéf/e internal control over financial reportirand for its assessment of the effectivene
internal control over financial reporting includedthe accompanying Management's Report on InteBoaitrol over Financial Reporting. C
responsibility is to express an opinion on the Canyfs internal control over financial reporting &®n our audit.

We conducted our audit in accordance with the stateddof the Public Company Accounting Oversight lo@Jnited States). Tho
standards require that we plan and perform thet émdibtain reasonable assurance about whethettigffénternal control over financial report
was maintained in all material respects. Our andltided obtaining an understanding of internaltagrover financial reporting, assessing the
that a material weakness exists, testing and etnaduthe design and operating effectiveness ofriraiecontrol based on the assessed risk
performing such other procedures as we considezedssary in the circumstances. We believe thatodit provides a reasonable basis for
opinion.

A company's internal control over financial repogtiis a process designed to provide reasonableaamssuregarding the reliability
financial reporting and the preparation of finahsiatements for external purposes in accordanttegeinerally accepted accounting principle
company's internal control over financial reportingludes those policies and procedures that (ftpipeto the maintenance of records tha
reasonable detail, accurately and fairly refleet titansactions and dispositions of the assetseofdimpany; (2) provide reasonable assuranc
transactions are recorded as necessary to peregtuation of financial statements in accordancé génerally accepted accounting princig
and that receipts and expenditures of the compamypaing made only in accordance with authorizatioh management and directors of
company; and (3) provide reasonable assurancediegaprevention or timely detection of unauthoriztuisition, use, or disposition of
company's assets that could have a material effettie financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or detmisstatements. Also, projections
any evaluation of effectiveness to future periods subject to the risk that controls may becomeégaate because of changes in conditior
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Groupon, Inc. maintained, in allteréal respects, effective internal control overaficial reporting as of December
2012, based on the COSO criteria.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@united States), tl
consolidated balance sheets of Groupon, Inc. aPafember 31, 2012 and 2011, and the related cdaseli statements of operatic
comprehensive loss, stockholders' equity, and flasls for each of the three years in the periodegnBecember 31, 2012, and our report ¢
February 27, 2013 expressed an unqualified opitiiereon.

/sl Ernst & Young LLP
Chicago, lllinois
February 27, 2013
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ITEM 9B: OTHER INFORMATION

None.
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PART llI

ITEM 10: DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

Information regarding the Directors of the Companincorporated by reference from the informatioer the captions “Election of
Directors” and “Corporate Governance Policies aratfces” in the Company’s Proxy Statement for28&3 Annual Meeting of
Stockholders. Information regarding the Audit Cortted and its Financial Experts is incorporateddfgnence from the information under the
captions “Board of Directors and Its Committeestl 8Audit Committee Report” in the Company’s Proxia@ment for the 2013 Annual Meeting
of Stockholders, which will be filed with the SEGtkin 120 days of December 31, 2012. Informatiagareing the Executive Officers of the
Company can be found in Part | of this Annual ReparForm 10-K. Information regarding compliancehasection 16(a) of the Exchange Act is
incorporated by reference from the information urtle caption “Section 16(a) Beneficial OwnershigpBrting Compliance” in the Company’s
Proxy Statement for the 2013 Annual Meeting of Bwtders, which will be filed with the SEC withir2Q days of December 31, 2012.

Code of Ethics

We have adopted a Code of Conduct, which is agpéda our chief executive officer, chief financddficer and other principal executive ¢
senior financial officers. Information about thedgoof Conduct is incorporated by reference fromitiiermation under the caption "Corpor
Governance Policies and Practices" in the Compdhgsgy Statement for the 2013 Annual Meeting ofc&mlders, which will be filed with tt
SEC within 120 days of December 31, 2012.

ITEM 11: EXECUTIVE COMPENSATION

Incorporated by reference from the information urttie captions “Executive Compensation,” “Direc@mpensation,” Compensatic
Discussion and Analysis” and “Compensation CommiReport’in our Proxy Statement for our 2013 Annual Meetfigtockholders, which w
be filed with the SEC within 120 days of Decembgr3012.

ITEM 12: SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Incorporated by reference from the information unttee captions “Ownership of GRPN Stock” anHqtity Compensation Pl
Information”in our Proxy Statement for our 2013 Annual Meetigstockholders, which will be filed with the SEGtkn 120 days of Decemkt
31, 2012.

ITEM 13: CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDEDNCE

Incorporated by reference from the information unttee captions “Corporate Governance Policies arattRes” and "Directo
Independence” in our Proxy Statement for our 20t®ual Meeting of Stockholders, which will be filedth the SEC within 120 days
December 31, 2012.

ITEM 14: PRINCIPAL ACCOUNTANT FEES AND SERVICES

Incorporated by reference from the information untee caption Ratification of the Appointment of Independent Rgied Publi
Accounting Firm”in our Proxy Statement for our 2013 Annual MeetaigStockholders, which will be filed with the SEGtin 120 days ¢
December 31, 2012.
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PART IV

ITEM 15: FINANCIAL STATEMENT SCHEDULES
(1) We have filed the following documents as part ef #nnual Report on Form 10-K

Report of Independent Registered Public Accourfiinm
Consolidated Balance Sheets

Consolidated Statements of Operations
Consolidated Statements of Comprehensive Loss
Consolidated Statements of Stockholders' Equity
Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

(2) Financial Statement Schedules

Schedule ll-Valuation and Qualifying Accounts

Balance at

Beginning of Charged to Acquisitions Balance at End
Year Expense and Other of Year
(in thousands)
TAX VALUATION ALLOWANCE:
Year ended December 31, 2012 $ 128,21! $ 27,75. % 328: $ 159,24¢
Year ended December 31, 2011 55,95¢ 92,02: (19,769 128,21!
Year ended December 31, 2010 1,52¢ 50,47« 3,95¢ 55,95¢

All other schedules have been omitted becauseatesgither inapplicable or the required informatias been provided on the
consolidated financial statements or in the ndieseto.

(3) Exhibits (i) See the Exhibit Index immediately followinget signature page of this Annual Report on FornkK10-
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SIGNATURES

Pursuant to the requirements of Section 13 or 1é&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be signed
on its behalf by the undersigned, thereunto duth@ized on this 27th day of February 2013.

GROUPON, INC.

By: /s/ ANDREW D. MASON
Name: Andrew D. Mason
Title: Chief Executive Officer
POWER OF ATTORNEY

KNOWN BY ALL PERSONS BY THESE PRESENTS, that thdiinduals whose signatures appear below herebytitatesand appoint
Andrew D. Mason, Jason E. Child and Brian C. Steyand each of them severally, as his or her tnddawful attorneys-in-fact and agents with
full power of substitution and resubsitution fomhor her and in his or her name, place and steadyirand all capacities to sign any and all
amendments to this Annual Report on Form 10-K arfie the same, with all exhibits thereto, andesttiocuments in connection therewith, with
the Securities and Exchange Commission, granting said attorneys-in-fact and agents, full powet aathority to do or perform each and every
act and thing requisite and necessary to be doceninection therewith, as fully to all intents gndposes as he or she might or could do in
person, hereby ratifying and confirming all thatisattorneys-in-fact and agents or any of themgfdris substitute or substitutes, may lawfully do

to cause to be done by virtue hereof. Pursuamtetoequirements of the Securities Exchange AcB8#1this Report has been signed below by
following persons on behalf of the registrant amthie capacities indicated as of February 27, 2013.
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Pursuant to the requirements of Section 13 or 1é&f(the Securities Exchange Act of 1934, the reaiigthas duly caused this report to be
signed on its behalf by the undersigned, theredualp authorized on this 27th day of February 2013.

Signature Title

/s/ Andrew D. Mason
Andrew D. Mason
/sl Jason E. Child

Jason E. Child
/sl Brian C. Stevens
Brian C. Stevens
/sl Peter J. Barris

President, Chief Executive Officer and DirectorifiBipal Executive Officer)

Chief Financial Officer (Principal Financial Offige

Chief Accounting Officer (Principal Accounting Odér)

- Director
Peter J. Barris
/sl Robert J. Bass .
Director
Robert J. Bass
/sl Daniel T. Henry .
- Director
Daniel T. Henry
/sl Mellody S. Hobson .
Director
Mellody S. Hobson
/s/ Bradley A. Keywell
y yw Director
Bradley A. Keywell
/sl Eric P. Lefkofsky )
- Director
Eric P. Lefkofsky
/sl Theodore J. Leonsis .
Director

Theodore J. Leonsis
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EXHIBITS

Exhibit
Number Description
3.1* Sixth Amended and Restated Certificate of Incorfiana
3.3* Amended and Restated By-Laws.
4.1* Specimen Class A common stock certificate of thgifteant.
Third Amended and Restated Investors Rights Agre¢ndated as of December 10, 2010, between Grouponand certail
4.2* investors named therein.
10.1* 2008 Stock Option Plan.**
10.2* Form of Notice of Grant of Stock Option under 2@&i8ck Option Plan.**
10.3* 2010 Stock Plan.**
10.4* Form of Notice of Grant of Stock Option under 2@&t0ck Plan.**
10.5* Form of Notice of Restricted Stock Unit Award un@é10 Stock Plan.**
10.6* Employment Agreement, dated as of November 1, 2009nd between Groupon, Inc. and Andrew D. Mason.*
Amendment to Employment Agreement, dated as of bbee 15, 2010, by and between Groupon, Inc. andeé\md.
10.7* Mason.**
Amended and Restated Employment Agreement, datefiAgsil 29, 2011, by and between Groupon, Ind dason
10.8* Child.**
Employment Agreement, dated as of November 30, 208 @&nd between Groupon, Inc., Groupon Ludic, &mzl Brian
10.9* Totty.**
Share Exchange and Transfer Agreement, datedayfl5, 2010, by and among CD-Inv Holding UG, CDeket Holding
10.10* UG, CityDeal Management UG, CityDeal Europe Gmblhupon Germany GbR and Groupon, Inc.
Earn-out Agreement, dated as of May 15, 2010, loysanong CD-Inv Holding UG, CD-Rocket Holding UG tyIbeal
10.11* Management UG, CityDeal Europe GmbH, Groupon Geyn@oR and Groupon, Inc.
First Amendment to Earn-Out Agreement, dated &eptember 14, 2010, by and among CD-Inv Holding OB-Rocket
10.12 Holding UG, CityDeal Management UG, CityDeal Eur@p@bH, Groupon Germany GbR and Groupon, Inc.
Second Amendment to Earn-Out Agreement, dated Bswémber 30, 2010, by and among CD-Inv Holding @6;
10.13* Rocket Holding UG, CityDeal Management UG, CityDEalope GmbH, Groupon Germany GbR and Groupon, Inc.
10.14* Agreement of Lease, dated as of October 14, 2018nt between 600 West Chicago Associates LLC andg®n, Inc.
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Exhibit
Number

10.15

10.16*

10.17*

10.18*
10.19*
10.20°
10.21
10.2%

10.23*

10.2¢

10.2¢

10.2¢

10.2%

211

23.1

31.1

312

32.1
101

Description
Agreement of Lease, dated as of December 7, 2@18nt between 600 West Chicago Associates LLC and#®n, Inc.

Agreement and Plan of Merger, dated as of May 6028y and among Groupon, Inc., Groupon Mobly,,I@@odrec, Inc.
and the Stockholders' Representative named therein.

Agreement and Plan of Merger, dated as of Nover@dg2010, by and among Groupon, Inc., Groupon Ludiz, Ludic
Labs, Inc. and the Stockholders' Representativeedairerein.

Letter Agreement, dated as of August 11, 2010,nayksetween Qpod.inc, IVP Fund A, L.P., IVP Fund.B. and Groupon
B.V. and Groupon, Inc.

Form of Indemnification Agreement**

2011 Incentive Plan**

Form of Notice of Restricted Stock Award under 20identive Plan**
Non-Employee Directors' Compensation Plan**

Amendment No. 1 to Agreement and Plan of Mergeedlas of September 22, 2011, by and between Gnoupa and
Mihir Shah, as the stockholders' represent on behéthe stockholders named therein.

Offer Letter, dated April 19, 2012, by and betw&moupon, Inc. and Kal Raman (incorporated by refeeeo the
Company's Current Report on Form 8-K filed on Auguy2012).**

Amendment to Amended and Restated Employment Ageatraffective as of January 1, 2012, by and betv@&®upon,
Inc. and Jason Child (incorporated by referendeéaCompany's Quarterly Report on Form 10-Q forptiéod ended June
30, 2012).**

Offer Letter, dated August 1, 2012, by and betw&ewsupon, Inc. and Brian Stevens (incorporated Breace to the
Company's Current Report on Form 8-K filed on Seyter 13, 2012).**

Amendment to Offer Letter, dated January 29, 20¥3nd between Groupon, Inc. and Kal Raman (incatpd by
reference to the Company's Current Report on FeKrfid on January 29, 2013).**

Subsidiaries of Groupon, Inc.

Consent of Ernst & Young LLP

Certification of Chief Executive Officer pursuantExchange Act Rules 13a-14(a) and 15d-14(a), egtad pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer pursualt Exchange Act Rules 13a-14(a) and 15d-14(a), egtad pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Certifications of Chief Executive Officer and Chlghancial Officer pursuant to 18 U.S.C. Sectiob(,3as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002

Interactive data file

*

*k

Incorporated by reference to the Company'sstegion statement on Form S-1 (registration nun333-174661)

Management contract or compensatory planr@aragement.
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Exhibit 10.21

GROUPON, INC. 2011 INCENTIVE PLAN
NOTICE OF RESTRICTED SHARE UNIT AWARD

GRANT NUMBER: |

The Participant (as defined herein) has been granted a Full Value Award of restricted share units (“RSUs”), subject to the

terms and conditions of the Restricted Share Unit Award Agreement (the “Agreement”) and the Groupon, Inc. 2011 Incentive Plan (the
“Plan”), as set forth below. Capitalized terms in this Notice of Restricted Share Unit Award (this “Notice”), unless otherwise defined
herein, shall have the meanings assigned to them in the Plan.

o 0N

Name: (the “Participant”)
Address:
Total Number of RSUs: |

Grant Date:
Vesting:

@) No RSUs will vest until the earlier to occur of: (i) March 15 of the calendar year following the year in which an initial
public offering of Groupon's securities (“IPO”) is declared effective; and (ii) the date of a Change in Control; (any of the
foregoing (i) and (ii) being an “Initial Vesting Event”).

(b) The number of RSUs that vest on an Initial Vesting Event shall be calculated as follows: (i) If the Participant has
continued to provide material services to the Company, whether as an officer, director, employee, consultant, independent
contractor or agent, (in “Continuous Service Status”), for at least one year from the Grant Date, the number of RSUs that
shall vest on the Initial Vesting Event shall be equal to the product obtained by multiplying the Total Number of RSUs by a
fraction, the numerator of which is the number of quarterly anniversaries of the Grant Date on which the Participant was in
Continuous Service Status from the Grant Date and the denominator of which is forty-eight (48); and (ii) If the Participant
has not been in Continuous Service Status for at least one year from the Grant Date, then the number of vested RSUs at
that time shall be zero.

(c) If the Participant is in Continuous Service Status on the date of the Initial Vesting Event, then with respect to RSUs
that have not vested as of such Initial Vesting Event, vesting shall be determined as follows (each vesting date under
either of the following (i) or (i) being a “Subsequent Vesting Event”): (i) If the Participant has not been in Continuous
Service Status for at least one year from the Grant Date at the time of the Initial Vesting Event, then on the first
anniversary of the Grant Date, twenty-five percent (25%) of the RSUs will vest provided that the Participant has been in
Continuous Service Status on such first anniversary, and thereafter on each subsequent quarterly anniversary, 3/48th of
the RSUs will vest provided that the Participant has been in Continuous Service Status on each such subsequent
quarterly anniversary; and (ii) If the Participant has been in Continuous Service Status for at least one year from the Grant
Date at the time of the Initial Vesting Event, vesting of any unvested RSUs shall continue on each subsequent quarterly
anniversary of the Grant Date at a rate of 3/48th of the RSUs provided that the Participant has been in Continuous
Service Status on each such subsequent quarterly anniversary.

6. Settlement: RSUs shall be converted to Shares upon the Initial Vesting Event or any Subsequent Vesting Event, as

applicable, and will be issued to the Participant in the form of Shares as soon as practicable thereafter, subject to any tax
withholding obligation with respect to any Tax-Related Items (as defined in Section 3 of the Agreement)

Termination: Upon the Participant's Termination Date, all unvested RSUs awarded in this Notice and the Agreement shall be
forfeited, and all rights of the Participant to such RSUs shall immediately terminate. In case of any dispute as to whether a
Termination Date has occurred, the Committee's determination shall be final, binding and conclusive.
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8. General Terms: The Participant understands that his or her employment with or service to the Company is for an unspecified
duration, can be terminated at any time in accordance with applicable law, and that nothing in this Notice, the Agreement, or
the Plan changes the nature of that relationship. The Participant acknowledges that the vesting of the RSUs pursuant to this
Notice and the Agreement is conditioned on the occurrence of an Initial Vesting Event or a Subsequent Vesting Event. The
Participant understands that this Notice is subject to the terms and conditions of the Agreement and the Plan prospectus that
contains the entire plan, both of which is incorporated herein by reference. The Participant represents and warrants that the
Participant has received and read this Notice, the Agreement, and the Plan. If there are any inconsistencies between this
Notice or Agreement and the Plan, the terms of the Plan will govern.

PARTICIPANT GROUPON, INC.
(Accept award online via your [insert ML websiteaunt)

Date Date
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GROUPON, INC. 2011 INCENTIVE PLAN
RESTRICTED SHARE UNIT AWARD AGREEMENT

Capitalized terms in this agreement (this “Agreement”), unless otherwise defined herein, shall have the meanings assigned to
them in the Groupon, Inc. 2011 Incentive Plan (the “ Plan ).

You, as Participant, have been granted a Full Value Award of restricted share units (“RSUs") subject to the terms, restrictions
and conditions of the Plan, the Notice of Restricted Share Unit Award (the “Notice”) and this Agreement.

1. No Stockholder Rights. Unless and until such time as Shares are issued in settlement of vested RSUs, the Participant
shall have no ownership of the Shares underlying the RSUs and shall have no right to receive dividends or dividend equivalents with
respect to such Shares or to vote such Shares.

2. No Transfer. Awards under the Plan are not transferable except to the Participant's Beneficiary upon the death of the
Participant.
3. Tax Withholding Obligations .

(@ Regardless of any action the Company takes with respect to any or all income tax, social insurance, payroll tax,

payment on account or other tax-related items related to the Participant's participation in the Plan and legally applicable to the
Participant (“Tax-Related Items”), the Participant acknowledges that the ultimate liability for all Tax-Related Items is and remains the
Participant's responsibility and may exceed the amount actually withheld by the Company. The Participant further acknowledges that
the Company: (i) makes no representations or undertakings regarding the treatment of any Tax-Related Items in connection with any
aspect of the grant of RSUs, including the grant, vesting or settlement of RSUs, the subsequent sale of Shares acquired pursuant to
such vesting and the receipt of any dividends and/or dividend equivalents; and (ii) does not commit to and is under no obligation to
structure the terms of the grant or any aspect of the RSUs to reduce or eliminate the Participant's liability for Tax-Related Items or
achieve any particular tax result. Further, if the Participant becomes subject to tax in more than one jurisdiction between the Grant
Date and the date of any relevant taxable event, the Participant acknowledges that the Company may be required to withhold or
account for Tax-Related Items in more than one jurisdiction.

(b) Prior to any relevant taxable or tax withholding event, the Participant shall pay or make adequate arrangements
satisfactory to the Company to satisfy all Tax-Related Items. In this regard, the Participant authorizes the Company or its agents, at
the Company's discretion, to satisfy the obligations with regard to all Tax-Related Items by one or more of the following:

0] Withholding from any wages or other cash compensation paid to the Participant by the Company;
(ii) Withholding otherwise deliverable Shares to be issued upon vesting/settlement of the RSUs; or
(i) Withholding from the proceeds of the sale of Shares acquired upon vesting/settiement of the RSUs either

through a voluntary sale or through a mandatory sale arranged by the Company (on the Participant's behalf pursuant to this
authorization).

(c) To avoid negative accounting treatment, the Company may withhold or account for Tax-Related Items by
considering applicable minimum statutory withholding amounts or other applicable withholding rates. If the obligation for Tax-Related
Items is satisfied by withholding in Shares, for tax purposes, the Participant shall be deemed to have been issued the full number of
Shares subject to the vested RSUs, notwithstanding that a number of Shares are held back solely for the purpose of paying the Tax-
Related Items due as a result of any aspect of the Participant's participation in the Plan. Finally, the Participant shall pay to the
Company any amount of Tax-Related Items that the Company may be required to withhold as a result of the Participant's participation
in the Plan that cannot be satisfied by the means previously described. The Company may refuse to deliver the Shares or proceeds of
the sale of Shares if the Participant fails to comply with the Participant's obligations in connection with the Tax-Related Items.
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(d) Further, the settlement of the RSUs is intended to either be exempt from Section 409A of the Code under the
“short-term deferral” exemption, or otherwise comply with Section 409A of the Code, and this Agreement will be interpreted, operated
and administered in a manner that is consistent with this intent. In furtherance of this intent, the Company may, at any time and
without the Participant's consent, modify the terms of the Award as it determines appropriate to comply with the requirements of
Section 409A of the Code and the related U.S. Department of Treasury guidance. The Company makes no representation or
covenant to ensure that the RSUs, settlement of the RSUs or other payment hereunder are exempt from or compliant with Section
409A of the Code and will have no liability to the Participant or any other party if the settlement of the RSUs or other payment
hereunder that is intended to be exempt from, or compliant with, Section 409A of the Code, is not so exempt or compliant or for any
action taken by the Company with respect thereto.

4, Compliance with Laws and Regulations. The issuance of Shares underlying the RSUs will be subject to and conditioned
upon compliance by the Company and the Participant (including any written representations, warranties and agreements as the
Committee may request of the Participant for compliance with all applicable laws) with all applicable state, federal, local and foreign
laws and regulations of any governmental authority, including adopting any such conforming amendments as are necessary to
comply with Section 409A of the Code, and with all applicable requirements of any national or regional securities exchange or
guotation system on which the Shares may be listed or quoted at the time of such issuance or transfer.

5. No Advice Regarding Award . The Company is not providing any tax, legal, or financial advice, nor is the Company
making any recommendations regarding the Participant's participation in the Plan, or the acquisition or sale of the underlying Shares.
The Participant is hereby advised to consult with his or her own personal tax, legal and financial advisors regarding his or her
participation in the Plan before taking any action related to the Plan.

6. Legend on Certificates. The certificates and/or book-entry notation representing the Shares issued hereunder shall be
subject to such stop transfer orders and other restrictions as the Committee may deem advisable under the Plan, this Agreement or
the rules, regulations, and other requirements of the U.S. Securities and Exchange Commission, any national or regional securities
exchange or quotation system upon which such Shares are listed, and any applicable federal, state, local and foreign laws, and the
Committee may cause a legend or legends, electronic or otherwise, to be put on any such certificates and/or book-entry notation to
make appropriate reference to such restrictions.

7. Market Standoff Agreement. The Participant agrees that in connection with any registration of the Company's securities
that, upon the request of the Company or the underwriters managing any public offering of the Company's securities, the Participant
will not sell or otherwise dispose of any Shares without the prior written consent of the Company or such underwriters, as the case
may be, for such reasonable period of time after the effective date of such registration as may be requested by such managing
underwriters and subject to all restrictions as the Company or the underwriters may specify. The Participant will enter into any
agreement reasonably required by the underwriters to implement the foregoing.

8. Successors and Assighs. The Company may assign any of its rights under this Agreement. This Agreement shall be
binding upon and inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth
herein, this Agreement will be binding upon the Participant and the Participant's heirs, executors, administrators, legal
representatives, successors and assigns.

9. Entire Agreement; Severability. The Plan and the Notice are incorporated herein by reference. The Plan, the Notice and
this Agreement constitute the entire agreement of the parties with respect to the subject matter hereof and supersede in their entirety
all prior undertakings and agreements of the Company and the Participant with respect to the subject matter hereof (including,
without limitation, any other form of equity award that may have been set forth in any employment offer letter or other agreement
between the parties). If any provision of this Agreement is determined by a court of law to be illegal or unenforceable, then such
provision will be enforced to the maximum extent possible and the other provisions will remain fully effective and enforceable.

10. Waiver. Waiver of any term or condition of this Agreement by any party shall not be construed as a waiver of a subsequent
breach or failure of the same term or condition, or a waiver of any other term or condition of this Agreement. Any waiver must be in
writing.
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11. Governing Law and Venue. The validity, interpretation, instruction, performance, enforcement and remedies of or relating
to this Agreement, and the rights and obligations of the parties hereunder, shall be governed by and construed in accordance with the
substantive laws of the State of Delaware, without regard to the conflict of law principles, rules or statutes of any jurisdiction. For the
purpose of litigating any dispute that arises under this Agreement, the parties hereby consent to the exclusive jurisdiction and agree
that such litigation shall be conducted in the federal or state courts of the State of lllinois.

12. Notices. Any notice or document required to be filed with the Committee or the Company under the Plan must be writing
and will be properly filed if delivered or mailed to the Company's [insert department] at Groupon's principal executive offices. If
intended for the Participant, notices shall be delivered personally or shall be addressed (if sent by mail) to the Participant's then
current residence address as shown on the Company's records, or to such other address as the Participant directs in a notice to the
Company, or shall be delivered electronically to the Participant's email address as shown on the Company's records. All notices shall
be deemed to be given on the date received at the address of the addressee or, if delivered personally or electronically, on the date
delivered. The Company may, in its sole discretion, decide to deliver any documents related to current or future participation in the
Plan through an on-line or electronic system established and maintained by the Company or its designee. The Company may, by
written notice to affected persons, revise its notice procedures from time to time. Any notice required under the Plan (other than a
notice of election) may be waived by the person entitled to notice .

13. Need to Accept Award. The Participant acknowledges that the Notice and this Agreement must be accepted within 90
days of the Grant Date in order to be eligible to receive any benefits from this Award. If this Award is not accepted within that time
period, the Award may be cancelled and all benefits under this Award will be forfeited. To accept this Award, the Participant must
access the Merrill Lynch website and follow the instructions for acceptance. If this grant was distributed to the Participant in hard copy
format, the Participant must sign the agreement and return it to Groupon's Compensation Department within 90 days.

By the Participant's signature and the signature of the Company's representative below and on the Notice, the Participant and the
Company agree that this Award of RSUs is granted under and governed by the terms and conditions of the Plan, the Notice and this
Agreement. The Participant has reviewed the Plan, the Notice and this Agreement in their entirety, has had an opportunity to obtain
the advice of counsel prior to executing this Agreement, and fully understands all provisions of the Plan, the Notice and this
Agreement. The Participant hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee
upon any questions relating to the Plan, the Notice and this Agreement. The Participant further agrees to notify the Company upon
any change in the Participant's residence address.

PARTICIPANT GROUPON, INC.
(Accept award online via your [insert ML websiteaunt)

Date Date

CHI:2561859.2
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Exhibit 10.22

GROUPON, INC.
NON-EMPLOYEE DIRECTORS' COMPENSATION PLAN

The Company hereby establishes this Plan to aesistompany in attracting and retaining personsoaipetenc
and stature who are not employees to serve astbBiseby providing them with competitive retaineasy ownershi
interest in the Company, and the opportunity ted&etainers.

1. Effective Date The Plan is effective as of the Effective Date.
2. Definitions. Where used in the Plan, the following capitalireatds and terms shall have the mear
specified below, unless the context clearly indisab the contrary:

(@) " Account" means the recordkeeping account establishedeoZtdmmittee for each Particip
to which DSUs, and earnings thereon, are creditedcordance with Section 10 of the Plan.

(b) " Beneficiary" means such person(s) or legal entity that isgieded by a Participant uni
Section 14 to receive benefits hereunder after Bacticipant's death.

(c) " Board" means the Company's Board of Directors.

(d) " Cash Retainérmeans the portion of a Retainer which is payablkash.

(e) " Change in Contrdl means such term as defined in the Incentive Manwithstanding th

foregoing, if an amount payable under the Plaéférred compensation” for purposes of Code Sedli®A, an
if a payment of such amount would be acceleratedterwise triggered upon a Change in Control, tthe
foregoing definition is modified, to the extent mesary to avoid the imposition of an excise taxeundod:
Section 409A, to mean a "change in control evesitSiech term is defined for purposes of Code Sedt@A. Fo
purposes of clarity, if an amount would, for exagplest and be paid on a Change in Control aseatkfierein bt
payment of such amount would violate the provisioh€ode Section 409A, then the amount shall vastlill be
paid only in compliance with its terms and Codet®acd09A (i.e.,upon a permissible payment event).

() " Code" means the Internal Revenue Code of 1986, as asdend

(9 " Code Section 409A means Section 409A of the Code and all interpeegjuidance issu:
thereunder by the U.S. Internal Revenue Service.

(h) " Committe€' means a committee appointed to administer the Byathe Board, or the prope
designated delegate of such committee.

0] " Company' means Groupon, Inc., a Delaware corporation.




()] " Director" means each director who has been duly appoiotétetBoard.

(k) " Disability " means the individual is unable to engage in amystantial gainful activity t
reason of any medically determinable physical ontaeimpairment which can be expected to resutieath o
can be expected to last for a continuous periatbofess than twelve (12) months.

)] " DSU " means a deferred share unit issued under andamirgo the terms and conditions of
Incentive Plan.

(m) " Effective Daté' means December 13, 2011.

(n) " Election Form" means such document(s) or form(s), which may lbetm®nic, as prescrib

and made available from time to time by the Coneritwwhereby a Participants elects to exchange allpmrtior
of his or her Cash Retainer for an award of DSUs.

(0) " Exchange Act means the Securities Exchange Act of 1934.

(p) " Fair Market Value' as of a particular date shall mean the fair makkdue of a Share
determined in accordance with the Incentive Plan.

(@) " Incentive Plari means the Groupon, Inc. 2011 Incentive Plan.

N " Participant' means each Director who is not an employee oCibipany.

(s) " Plan" means this Groupon, Inc. Non-Employee DirectG@npensation Plan.

® " Retainer' means the annual fee payable by the CompanyP@rtécipant with respect to his

her service on the Board, including both fees pleyebcash and fees payable in Shares.

(u) " Retirement' means a Separation (a) upon or after attainingrag (70) years of age, or
upon such other circumstances that the Boardsisdte discretion, affirmatively determines nob®adverse -
the best interests of the Company.

(V) " RSU" means a restricted stock unit issued under amsupnt to the terms and condition:
the Incentive Plan.

(w) " RSU Retainel means the portion of a Retainer which is payabtée form of RSUSs.

(x) " Separation” means a Participant's ceasing to be a Directom@ount of a voluntary
involuntary separation from service, within the meg of Code Section 409A, with the Board, for aegson.

() " Share" means a share of the Company's common stock.

(2) " Specified Employe¢ means a Participant who is determined by the Gompto be

"specified employee" within the meaning of Code tBec409A with respect to a Separation occurringain
twelve (12) month period commencing on each Apblted on the Participant's compensation with thagany
as defined in Code Section 416(i)(1)(D), and hibarstatus at the end of the immediately precedahgndar yea




3. Eligibility and Participation Each Director who is not an employee of the Camgnd who is select
by the Committee for participation in the Plan tbala Participant in the Plan. A Participant wélase to be a Particip
in the Plan on the earlier to occur of (a) his er Separation or (b) the date on which the Commitetermines that he
she is no longer eligible to participate in therPla

4. Retainer Each Participant shall be paid an annual Retamigre amount of $200,000 in exchange fo
or her service as a Director. In addition, the ahrRRetainer for the chair of each of the followiogmmittees will b
increased by $10,000: the Audit Committee, the Gemsption Committee, and the Nominating and Goves
Committee. The Retainer shall be paid as follow}:50% in the form of a Cash Retainer, and (b) %%e form of
RSU Retainer. The Cash Retainer shall be paidddPrticipant on a quarterly basis as soon asigaéte, but in an
event within thirty (30) days, following the end afcalendar quarter, for the future quarter's serdcach Director wt
becomes a Participant during a calendar quartdrbeilentitied to receive a quarterly Cash Retapayment for suc
quarter, unless, immediately before becoming adfaaint, he or she was an employee of the CompEmy RSU Retain
shall be awarded to the Participant on an annuss$lmn the date of the Company's annual meetishafeholders. In tl
event that a Director becomes a Participant folhgwthe date of the annual meeting of shareholdetrsllring the san
calendar year as the annual meeting of the shatetsolthe Board may, in its sole discretion, pashdRarticipant a pro-
rated RSU Retainer with respect to his or her serguring such year.

5. Vesting of RSUs RSUs awarded pursuant to a RSU Retainer shall ares become noforfeitable
based on the following schedule: 25% of the RSlddl slest on the first anniversary of the date onciithe applicabl
RSU Retainer was granted, and 3/48f the RSUs shall vest on each subsequent quaréemjversary thereaft
Notwithstanding the foregoing, the following prawiss shall apply in the circumstances describedvine

(a) Death; Disability; Retirementln the event of a Participant's Separation dueiscor her deat
Disability, or Retirement, vesting of the unvesgexdtion of a RSU Retainer shall be accelerated uperdate ¢
Separation.

(b) All Other Separationsin the event of a Participant's Separation for rason other than his

her death, Disability, or Retirement, any unvegtedion of a RSU Retainer shall immediately be efled an:
forfeited on the date of Separation.

(c) Change in Contral In the event of a Change in Control, vestinghef tinvested portion of
RSU Retainer shall be accelerated upon the dateaChange in Control.

6. Distribution of RSUs RSUs shall be distributed as soon as adminigéigtpracticable, but in any ewv«
within sixty (60) days, following the date on whithe RSUs vest in accordance with Section 5. Inebent of .
Participant's death, distribution will be madehe Participant's Beneficiary.

7. Deferral of Cash RetainerNotwithstanding any provision of Section 4, atRgrant may elect 1
exchange all or a portion of his or her Cash Retdior an award of DSUs in the manner describetiisiSection 7. Tt
number of DSUs to be awarded will be determinediivyding the amount of the Cash Retainer to be argled by th
Fair Market Value of a Share as of the date(s) bithvthe Cash Retainer would otherwise have be&h p&Us will be
credited to the Participant's Account effectiveaithe date




on which the Cash Retainer would otherwise haven jg@d. The Committee may establish proceduresdéerra
elections as it deems necessary to comply witldeirements of the Plan and Code Section 409A.

@) Election. A Participant can make an election to receive B®Y completing and executing
Election Form that specifies the amount or perggnta the Cash Retainer to be exchanged for DSdghendat
on which DSUs shall be distributed, and filing twmpleted Election Form with the Committee. A Ra#paint'
Election Form shall remain in effect under the Rlatil it is terminated by operation of the Plancbanged by tr
Participant in accordance with this Section. A egrant's Election Form must be filed with the Coittee befor
expiration of the election period established by @ommittee, which period, with respect to CashalRets to b
paid in a given calendar year, shall end no ldtantDecember 31 of the immediately preceding caleydar
Notwithstanding the foregoing, a Participant male fan Election Form within the thirty (30) day s
immediately following the date he or she first b@es a Participant, provided that the Cash Retabegnc
exchanged for DSUs relates to services performied thfe date of such election.

(b) Revoking an ElectionA Participant may elect to suspend or revokeiar fited Election Forr
for services performed during a subsequent caleyelar by filing an Election Form that specifies #raount ©
percentage of the Cash Retainer to be deferredrebedrpiration of the election period established thy
Committee, which period shall end no later than ddelger 31 of the calendar year immediately preceding
year.

(c) Changing an ElectionA Participant may elect to change his or hertelbtime of distribution ¢
DSUs. Any election change must be made no later tiwalve (12) months before the date on which ithgtion
would have commenced under the Participant's aigihection, and such election change will not fectéive
until twelve (12) months following the date of thkection change. Any such election change may raighe for ¢
new distribution date that is earlier than five yBars following the originally elected distributidate.

8. Distribution of DSUs. A Participant's Account shall be distributed tee tParticipant as soon
administratively possible, but in any event witkhirty (30) days, following the later of (a) therBapant's Separation,
(b) the occurrence of a specified date as elecyethé Participant in his or her Election Form. hetevent that tt
distribution trigger is the Participant's Sepanmatidue to the Participant's deattiistribution will be made to tl
Participant's Beneficiary.

@) Form of PaymentA Participant's Account shall be distributed isirggle distribution in the for
of Shares.
(b) Income Inclusion under Code Section 409Notwithstanding any provision of the Plan to

contrary, in the event that the Plan fails to mibet requirements of Code Section 409A, the Comemitte)
distribute to Participants the portion of their Aaats that is required to be included in incomea assult of suc
failure.

9. Source of SharesThe RSUs and DSUs that may be paid pursuantetdliin shall be issued under
Incentive Plan subject to all of the terms and @k of the Incentive Plan, and only to the extdrat Shares reme
available for issuance under the Incentive Plare tims and conditions of the Incentive Plan acerporated into ar
made a part of this Plan with respect to any RSidslESUs paid pursuant




to this Plan, and any awards of RSUs or DSUs sleajoverned by and construed in accordance witpribsions of th
Incentive Plan. In the event of any inconsistenegmeen the Incentive Plan and this Plan with respeRSUs or DSU
the terms of the Incentive Plan shall control. Fi@n does not constitute a separate source of Skar¢he grant of tr
RSUs and DSUs described herein.

10. Accounts. The Commitee shall establish and maintain, oseao be established and maintaine
separate Account for each Participant hereunderaexkoutes and files an Election Form pursuant thi@e7. Each suc
Participant's DSUs shall be separately accountedrfd credited with earnings, to the extent appleafor recordkeepir
purposes only, to his or her Account. A ParticifsaAccount shall be solely for the purposes of meag the amounts
be paid under the Plan. The Company shall not beined to fund or secure a Participant's Accounamy way, th
Company's obligation to Participants hereunderdpimrely contractual.

11. Administration The Plan shall be administered by the Commiedong as the Company is subjec
Section 16 of the Exchange Act, the Committee walhsist of not fewer than two (2) members of theufoor suc
greater number as may be required for compliantle Rille 16b3 issued under the Exchange Act and will be corag
of persons who are independent for purposes ofcagiyé stock exchange listing requirements.

(@) Committee's Authority The Committee shall have full discretionary auitlyoto construe ar
interpret the terms and provisions of the Planatimpt, alter and repeal administrative rules, dunds ant
practices governing the Plan; to perform all actsluding the delegation of its administrative resgibilities tc
advisors or other persons; and to rely upon thermnétion or opinions of legal counselor experteseld to rend:
advice with respect to the Plan, as it shall deelwisable, with respect to the administration of lan. Th
Committee may take any action, correct any desegiply any omission or reconcile any inconsistendye Plar
or in any election hereunder, in the manner antiecextent it shall deem necessary to carry the iAla effect o
to carry out the Company's purposes in adopting’thn.

(b) Final DeterminationsAny decision, interpretation or other action madé¢aken in good faith |
or at the direction of the Company or the Commitigsing out of or in connection with the Plan, Isba within
the absolute discretion of each of them, and dbalffinal, binding and conclusive on the Company] aft
Participants and Beneficiaries and their respedtieegs, executors, administrators, successors asigres. Th
Committee's determinations hereunder need not iferom and may be made selectively among Partidg
whether or not they are similarly situated.

(c) Delegation of Authority The Committee may, to the extent permitted by, ld@legate some
all of its authority under the Plan to such offeef the Company as it deems appropriate. Unles€tmmitte
otherwise specifies, any delegate will have théautyy and right to exercise (within the scope otls person
delegated authority) all of the same powers andreli®n that would otherwise be available to thenGuttee
pursuant to the terms hereof. The Committee mag alaploy or appoint agents (who may be officer
employees of the Company) to assist in the admatish of the Plan and to take such actions urtteiPlan on i
behalf as the Committee deems appropriate.




(d) Indemnification. The Company shall indemnify the Committee and &aviduals to whor
administrative duties have been properly delegatedker this Plan, against any and all claims, lgssamage:
expenses and liabilities arising from their respahges in connection with this Plan, unless tkame i
determined to be due to gross negligence or wififidconduct.

(e) Plan ExpensesThe expense of administering the Plan shall weedoby the Company.

12. Amendment or TerminationThe Board may amend this Plan at any time anah fime to time. Th
Board may terminate this Plan, to the extent sectihation is permissible according to Treasury lRa&gpns or othe
published guidance issued by the U.S. Departmentreésury or the Internal Revenue Service. Any amemt o
termination of this Plan will not materially advelg affect the rights of a Participant accrued ptleereto without thi
Participant's written consent, except to the exteuofuired by law or to conform the operation of tA&n to th
requirements of Code Section 409A.

13. Taxes The Company is not responsible for the tax comseges under federal, state or local law of
election made by any Participant under the PlahpAyments under the Plan are subject to withhgl@dind reportin
requirements to the extent required by applicade ITo the extent required by law in effect at tinge a distribution i
made from the Plan, the Company or its agents $taale the right to withhold or deduct from any wlsttions o
payments any taxes required to be withheld by tddstate or local governmen

14. Participant and Beneficiary Informatiokach Participant shall keep the Committee infalrokhis o
her current address and the current address afrher designated Beneficiary or Beneficiaries. &tieipant may fror
time to time change his or her designated Beneficiathout the consent of such Beneficiary by fijin new designatic
in writing with the Committee. If no Beneficiary signation is in effect at the time of the Particips death, or if tr
designated Beneficiary is missing or has predece#éise Participant, distribution shall be made te ®articipant
surviving spouse, or if none, to his or her sumvichildren per stirpes, and if none, to his or émtate. The Committ
shall not be obligated to search for any persosuth person is not located within one (1) yeardfie date on whick
payment or distribution is payable under the Pi@yment shall be made to the Participant's e

15. Right of Company to Take Actionghe adoption and maintenance of this Plan slwdlbe deemed
constitute a contract between the Company andeciir, or to be a consideration for, nor an indussnor condition o
the employment of any person. Nothing herein coetdj or any action taken hereunder, shall be de¢ongide a Directc
the right to be retained in the service of the Blaarto interfere with the right of the Board techarge the Director at €
time for any reason, nor shall it be deemed to tpvie Board the right to require the Directorémain in its employ, ni
shall it interfere with the Director's right to teinate his or her service at any time. Nothinghiis Plan shall prevent t
Company from amending, modifying, or terminating ather benefit plan.

16. Headings The headings of the sections and subsectiorts®Ptan are for reference only. In the e
of a conflict between a heading and the contents séction or subsection, the contents of the@eacti subsection sh
control.




17. Number and GendeWhenever any words used herein are in the sindgoien, they shall be constru
as though they were also used in the plural formllicases where they would so apply, and refesetaéhe male genc
shall be construed as applicable to the femaleeayentiere applicable, and vice versa.

18. Code Section 409AAmounts payable under this Plan are intendedet@xempt from or otherwi
comply with the requirements of Code Section 40WAth respect to amounts payable under this Plah ¢bastitut
nonqualified deferred compensation within the megrof Code Section 409A, the Plan is intended tabeainfunde
nonqualified deferred compensation plan, and toekient that the Plan is inconsistent with CodetiS8ec409A, th
applicable provisions of Code Section 409A shaldbemed to automatically supersede such inconsigtenisions. Ni
amount under this Plan that constitutes nonqudlifieferred compensation and is payable upon a feggge&mployee'
Separation shall be paid to such Specified Empldyefere the date that is at least six (6) montier dhe date of su
Specified Employee's Separation (or, if earlieg, diate of the Specified Employee's death).

19. Applicable Law To the extent not preempted by federal law, & shall be construed, administe
and governed in all respects under and by the #vise State of Delaware, without giving effectit® conflict of law:
principles. The jurisdiction and venue for any digs arising under, or any action brought to emfdor otherwise relatir
to), this Plan shall be exclusively in the courtshie State of Illinois, County of Cook, includitige Federal Courts locai
therein (should Federal jurisdiction exist).

20. Alienation or Assignment of BenefitsExcept as otherwise provided under the Plan, ricReant's
rights and interest under the Plan shall not begasd or transferred except as otherwise provideckih, and th
Participant's rights to benefit payments underRlan shall not be subject to alienation, pledggarnishment by or ¢
behalf of creditors (including heirs, beneficiaries dependents) of the Participant or of a Berefyc

21. Company's ProtectionBy execution of an Election Form, each Participsimall be deemed to he
agreed to cooperate with the Company by furnislaing and all information reasonably requested byGbeimittee il
order to facilitate the payment of benefits hereund




Exhibit A

GROUPON, INC.
NON-EMPLOYEE DIRECTORS' COMPENSATION PLAN
DEFERRAL ELECTION FORM

Please complete and return this Election Form to | |so that it is received by Groupon on or befbecember 31 of the ye
prior to the year in which you intend to exchangleoaa portion of your Cash Retainer for deferredare units ("DSUs") under t
Groupon, Inc. NoreEmployee Directors' Compensation Plan (the "Plamipwever, if you are newly eligible to participate the
Plan, you may complete and return this Election rkoduring the 3-day period following the date on which you becar
Participant. Capitalized terms used in this Elentieorm and not defined herein shall have the meaaastribed to them in the Pla

First Name Middle Name Last Name

Street Address City State Zip Code
Social Security Number Date of Birth MALE FEMALE
Telephone Number Email

ELECTION TO RECEIVE DEFERRED SHARE UNITS

As a nonemployee director on Groupon's Board of Directtine (Board"), you may elect to exchange all or gipo of your Cas
Retainer for an award of DSUs, which will be credito an account established for you under the. Plan

This election will be applied to your Cash Retaieffective January 1 of the year following the ygawhich you make and file tt
election. This election will remain in effect foa&h subsequent year until you file a new Electionntwith the Committee
accordance with the terms of the Plan. Any newtieleavill not be effective until January 1 of thear following the year in whic
the new election is made and filed.

However, if you are a new Participant in the Pkamg you make and file this election during theda@-period following the date
which you became a Patrticipant in the Plan, yoectedn will be applied to your Cash Retainer pdtdrayour Election Form is filed.

Please complete the following:

» | elect to exchange a whole percentage of mh®aainer equal to % (A%O%) for an award of DSUs under
terms of the Plan.

ELECTION OF DISTRIBUTION DATE

Your DSUs will be paid to you on the later to ocaifir(a) your separation from service, or (b) théedgou elect pursuant to t
Election Form, in accordance with the terms of Bian. If you do not elect a date below, your DSUB ke paid upon yot
separation from service. This election will be #gghlto DSUs credited to your Plan account beginminglanuary 1 of the ye
following the year in which you make and file tieiection. Following your initial election, you maject a different date by filing
new Election Form with the Committee in accordawitd the terms




of the Plan; however, a new election following yitial election (1) must be filed with the Comisi¢ no later than 12 months p
to the distribution date you initially elected, (@)l not become effective until 12 months followjirthe date your new electior
made and filed, and (3) must elect a distributiatedhat is at least 5 years after the date yatialigielected.

Please complete the following:

» | electto receive a distribution of my DSUs on | ,

AGREEMENT AND AUTHORIZATION

| understand that my elections are subject to veded final approval by the Committee, and thatetgctions are governed by
terms and conditions of the Plan, as may be amefmdedtime to time. The Plan and related Plan niatefif any) have been ma
available to me, and | have had the opportunitgsio questions and receive answers regarding tins t@nd conditions of the Plai
hereby certify that the above information about imé¢rue, accurate, and complete. | authorize Groupgomake the appropric
deductions, as indicated on this form, from my CRsfainer.] acknowledge that | have been advised to consiitt wy owr
financial, tax, estate planning and legal advidmfore making any election to defer compensatiooriater to determine the i
effects and other implications of my participatiorthe Plan

Participant Signature Date

Signature of Company Representative Acknowledgiageipt Date

CHI 2601010v1



The following is a list of subsidiaries of Grouplme., omitting subsidiaries which,

constitute a significant subsidiary as of Decen@igr2012:

Subsidiary

Exhibit 21.1

considered ia #ygregate as a single subsidiary, would not

Jurisdiction

U.S. Entities
Needish, Inc.

Gl International Holdings, Inc.

Foreign Entities
Groupon Holdings, BV
Groupon Europe, GMBH

Delaware

Delaware

Netherlands

Germany



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in (1) the Registration Statement (Form S-8 No. 333-177799) pertaining to the 2011
Amended Incentive Plan, 2010 Stock Plan, and 2008 Stock Plan of Groupon, Inc. and (2) Registration Statement (Form S-8 No. 333-
181854) pertaining to the Groupon, Inc. 2012 Employee Stock Purchase Plan) of our reports dated February 27, 2013, with respect to
the consolidated financial statements and schedule of Groupon, Inc. and the effectiveness of internal control over financial reporting of
Groupon, Inc. included in this Annual Report (Form 10-K) for the year ended December 31, 2012.

/s/ Ernst & Young LLP

Chicago, lllinois
February 27, 2013



Exhibit 31.1
CERTIFICATION

I, Andrew D. Mason, certify that:
1. | have reviewed this Annual Report on FornK16f Groupon, Inc.;

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgitéde a materi
fact necessary to make the statement made, indighe circumstances under which such statemeaits made, not misleading, with
respect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly
represent in all material respects the financialdéon, results of operations and cash flows efrgistrant as of, and for, the periods
presented in this report;

4, The registrant's other certifying officer(s) drate responsible for establishing and maintainiisglosure controls
and procedures (as defined in Exchange Act Ruleslb8) and 15d-15(e)) and internal control ouearficial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) forrdagistrant and have:

@) Designed such disclosure controls and proceduregused such disclosure controls and procedufes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsabsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this report is being prepared,;

(b) Designed such internal control over financedarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regigis fourth fiscal quarter in the case of an ahnmeport) that has materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

5. The registrant's other certifying officer(s) drthve disclosed, based on our most recent evatuat internal control
over financial reporting, to the registrant's aoditand the audit committee of the registrant'sdoédirectors (or persons performing
equivalent functions):

@) All significant deficiencies and material weakgses in the design or operation of internal contrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmtifiole in the
registrant's internal control over financial reprogt

Date: February 27, 2013 /s/ vend D. Mason
Andrew D. Mason
Chief Executive Officer



Exhibit 31.2
CERTIFICATION

I, Jason E. Child, certify that:

1. I have reviewed this Annual Report on Form 16fkGroupon, Inc.;

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgitéde a materi
fact necessary to make the statement made, indighe circumstances under which such statemeaits made, not misleading, with
respect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly
represent in all material respects the financialdéon, results of operations and cash flows efrgistrant as of, and for, the periods
presented in this report;

4, The registrant's other certifying officer(s) drate responsible for establishing and maintainiisglosure controls
and procedures (as defined in Exchange Act Ruleslb8) and 15d-15(e)) and internal control ouearficial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) forrdagistrant and have:

@) Designed such disclosure controls and proceduregused such disclosure controls and procedufes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsabsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this report is being prepared,;

(b) Designed such internal control over financedarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regigis fourth fiscal quarter in the case of an ahnmeport) that has materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

5. The registrant's other certifying officer(s) drthve disclosed, based on our most recent evatuat internal control

over financial reporting, to the registrant's aoditand the audit committee of the registrant'sdoédirectors (or persons performing
equivalent functions):

@) All significant deficiencies and material weakgses in the design or operation of internal contrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmtifiole in the
registrant's internal control over financial reprogt

Date: February 27, 2013 /sbdds. Child

Jason E. Child
Chief Financial Officer



Exhibit 32.1
Certifications Pursuant to
18 U.S.C. Section 1350
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of Grouporg.Ifthe “Company”) on Form 10-K for the period engli
December 31, 2012, as filed with the SecuritiesExchange Commission on the date hereof (the “R§pare Andrew
D. Mason, Chief Executive Officer of the Companydaason E. Child, Chief Financial Officer of then@pany, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipatso Section 906 of the Sarbe-Oxley Act of 2002, to our
knowledge, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh
1934, as amended; and

(2) The information contained in the Report fairly gmets, in all material respects, the financial cbodiand
results of operations of the Company.

By: /s/ Andrew D. Mason
Andrew D. Mason
Chief Executive Officer

By: [/s/Jason E. Child
Jason E. Child
Chief Financial Officer

Date: February 27, 2013



