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PROSPECTUS (Subject to Completi
Issued June 2, 201

The information in this preliminary prospectus ist romplete and may be changed. We and the sdliogkholders may not sell the
securities until the registration statement fileithwhe Securities and Exchange Commission is gfecThis preliminary prospectus is not
offer to sell these securities and we and thengeBtockholders are not soliciting offers to bugsh securities in any state where the offer o
is not permitted.

Shares

CLASS A COMMON STOCK

Groupon, Inc. is offering sharesf its Class A common stock and the selling stockless are offering shares
Class A common stock. We will not receive any pextefrom the sale of shares by the selling stockleot. This is our initial public offerin
and no public market currently exists for our shagseWe anticipate that the initial public offeringrize of our Class A common stock will
between $ and $ perrgha

We expect to apply to list our Class A common stookhe under the symbol GRPN.

Investing in our Class A common stock involves siSee "Risk Factors” beginning on page 1

PRICE$ A SHARE

Underwriting
Price to Discounts and Proceeds t( Proceeds tc
Public Commissions Company Selling Stockholders
Per Share $ $ $ $
Total $ $ $ $
Groupon, Inc. and the selling stockholders haventgd the underwriters the right to purchase up moaaditional shares of Clas

common stock to cover over-allotments.

The Securities and Exchange Commission and statgises regulators have not approved or disappibvtkese securities, or determine
this prospectus is truthful or complete. Any repreation to the contrary is a criminal offense.

The underwriters expect to deliver the shares a6€A common stock to purchasers on ,2011.



MORGAN STANLE GOLDMAN, SACHS & CC
CREDIT SUISSI

, 2011
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You should rely only on the information tained in this prospectus or in any free writingpgpectus filed with the Securities
Exchange Commission. Neither we, the selling stolddrs nor the underwriters have authorized anytonprovide you with additional
different information. We and the selling stockhexsl are offering to sell, and seeking offers to,boyr Class A common stock only
jurisdictions where offers and sales are permitigte information in this prospectus or any freetiwg prospectus is accurate only as ¢
date, regardless of its time of delivery or anes#lshares of our Class A common stock.

Until , 2011 (25 days aftéme commencement of this offering), all dealers ttidbuy, sell or trade shares of our Class
common stock, whether or not participating in thisoffering, may be required to deliver a prospectusThis delivery requirement is in
addition to the obligation of dealers to deliver gprospectus when acting as underwriters and with rgsect to their unsold allotments o
subscriptions.

For investors outside the United Statesthée we, the selling stockholders nor any of timglerwriters have done anything that wc
permit this offering or possession or distributiminthis prospectus in any jurisdiction where actfionthat purpose is required, other than
United States. You are required to inform yours#ibut and to observe any restrictions relatindiéodffering of the shares of Class A comi
stock and the distribution of this prospectus a&f the United States.
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LETTER FROM ANDREW D. MASON
June 1, 201
Dear Potential Stockholders,

On the day of this writing, Groupon's ov&000 employees offered more than 1,000 daily déal83 million subscribers acrc
43 countries and have sold to date over 70 mill@mupons. Reaching this scale in about 30 monthsined a great deal of operat
flexibility, dating back to Groupon's founding.

Before Groupon, there was The Point—a webaunched in November 2007 after my former emgid@nd one of my céunders, Eri
Lefkofsky, asked me to leave graduate school sa@owdd start a business. The Point is a social agtiatform that lets anyone organiz
campaign asking others to give money or take aesoa group, but only once a "tipping point" of plecagree to participate.

| started The Point to empower the littley gind solve the world's unsolvable problems. Aryater, | started Groupon to get Eric to ¢
bugging me to find a business model. Groupon, wistelited as a side project in November 2008, apitee Point's technology to grc
buying. By January 2009, its popularity soaring,hae fully shifted our attention to Groupon.

I'm writing this letter to provide some iigist into how we run Groupon. While we're lookirapward to being a public company, we int
to continue operating according to the long-terouf®ed principles that have gotten us to this pdinése include:

We aggressively invest in growth.

We spend a lot of money acquiring new stibecs because we can measure the return and &dlethe longerm value of th
marketplace we're creating. In the past, we've niagestments in growth that turned a healthy fosesé quarterly profit into a sizable Ic
When we see opportunities to invest in long-terowgh, expect that we will pursue them regardlesseofain short-term consequences.

We are always reinventing ourselves.

In our early days, each Groupon marketuieat only one deal per day. The model was builumgoour limitations: We had a ti
community of customers and merchants.

As we grew, we ran into the opposite probl®verwhelming demand from merchants, with mim@ath waiting lists in some markets,
merchant demand unfilled and contributed to hurgli&dSroupon clones springing up around the wokltd our customer base grew so le
that many of our merchants had an entirely newlprobStruggling with too many customers insteatboffew.

To adapt, we increased our investment ahrtelogy and released deal targeting, enablingoutedture different deals for differt
subscribers in the same market based on their parpoeferences. In addition to providing a moldevant customer experience, this helpe
to manage the flow of customers and opened thepg@romarketplace to more merchants, in turn diminigla reason for clones to exist.

Today, we are pursuing models of reinventimat would not be possible without the criticadss of customers and merchants we
achieved. Groupon NOW, for example, allows custenempull deals on demand for immediate redemption, helps keep merchants bust
throughout the day.

Expect us to make ambitious bets on ouwrréuthat distract us from our current business. &bets we'll get right, and others we'll
wrong, but we think it's the only way to continulyuisuild disruptive products.

We are unusual and we like it that way.

We want the time people spend with Groufmive memorable. Life is too short to be a boringipany. Whether it's with a deal
something unusual, such as fire dancing classesnmarketing




Table of Contents

campaign such as Grouspafh, we seek to create experiences for our custorhatsmake today different enough from yesterdayusdify
getting out of bed. While weighted toward the meable, our decisiomraking process also considers what we feel in attagbe great for o
customers and merchants, even if it can't be dfieshtbver a short time horizon.

1) Grouspawn is a foundation we created that awarliisgeoscholarships to babies whose parents usedwgp6n on their first date.
Our customers and merchants are all we care about.

After selling out on our original missioh saving the world to start hawking coupons, inesrtb live with ourselves, we vowed to m
Groupon a service that people love using. We set@owpturn the stigmas created by traditional disting services, trusting that noth
would be as crucial to our lortgfrm success as happy customers and merchantsuMéeipphone number on our printed Groupons anli &
huge customer service operation, manned in paht miémbers of Chicago's improv community. We devetbp sophisticated, mukiagt
process to pick deals from high quality merchanits wigorously factehecked editorial content. We built a dedicatedain@nt services tee
that works with our merchant partners to ensurisfsation. And we have a completely open returrigyolgiving customers a refund if tr
ever feel like Groupon let them down. We do théxsegs to make our customers and merchants happyyikg that market success would |
side effect.

We believe that when once-great comparaksthey don't lose to competitors, they losehteniselves-and that happens when they ¢
focusing on making people happy. As such, we ddmntend to be reactive to competitors. We will watbem, but we won't distract oursel
with decisions that aren't designed primarily tdkmaur customers and merchants happy.

We don't measure ourselves in conventional ways.

There are three main financial metrics thattrack closely. First, we track gross profit,iethwe believe is the best proxy for the vi
we're creating. Second, we measure free cash flbwretis no better metric for lonigrm financial stability. Finally, we use a thirdetric tc
measure our financial performancésjusted Consolidated Segment Operating IncomeAdjusted CSOI. This metric is our consolide
segment operating income before our new subscaibguisition costs and certain noash charges; we think of it as our operating pabfiity
before marketing costs incurred for long-term gitowt

If you're thinking about investing, hopéyut's because, like me, you believe that Grouigdoetter positioned than any company in his
to reshape local commerce. The speed of our growicts the enormous opportunity before us toteraanore efficient local marketplace.
with any business in a 30-montid industry, the path to success will have twistd turns, moments of brilliance and other momehthee
stupidity. Knowing that this will at times be a bpynride, we thank you for considering joining us.
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PROSPECTUS SUMMARY

This summary highlights information contained elsere in this prospectus and does not contain althef information you shot
consider in making your investment decision. Befovesting in our Class A common stock, you shoafefully read this entire prospect
including our consolidated financial statements ahd related notes and the information set fortldemthe headings "Risk Factors" ¢
"Management's Discussion and Analysis of FinanCiahdition and Results of Operations,” in each dastuded elsewhere in this prospec
Except where the context requires otherwise, is phospectus the terms "Company," "Groupon," "Wes" and "our" refer to Groupon, Inc.,
Delaware corporation, and where appropriate, itsedit and indirect subsidiarie:

GROUPON, INC.

Groupon is a local @mmerce marketplace that connects merchants tsuowrs by offering goods and services at a disc
Traditionally, local merchants have tried to reaohsumers and generate sales through a varietethfods, including the yellow pages, di
mail, newspaper, radio, television and online atisements, promotions and the occasional guy dgmmina street corner in a gorilla suit.
bringing the brick and mortar world of local commeionto the internet, Groupon is creating a new feajocal merchants to attract custon
and sell goods and services. We provide consumighssavings and help them discover what to do, &=#,and buy in the places where
live and work.

We started Groupon in November 2008 antbelthe growth of our business demonstrates tieepof our solution and the size of
market opportunity:

. We increased our revenue from $3.3 million in teeand quarter of 2009 to $644.7 million in thetfgsarter of 2011

. We expanded from five North American markets agdwie 30, 2009 to 175 North American markets andod®tries as ¢
March 31, 2011.

. We increased our subscriber base from 152,203 aisn&f 30, 2009 to 83.1 million as of March 31, 2(

. We increased the number of merchants featuredrimmauketplace from 212 in the second quarter 092@056,781 in the fir
quarter of 2011.

. We sold 116,231 Groupons in the second quarte0@® Z2ompared to 28.1 million Groupons in the figgarter of 2011

. We grew from 37 employees as of June 30, 200911077employees as of March 31, 2011.

Each day we email our subscribers discalmtifers for goods and services that are targetedobation and personal preferen:
Consumers also access our deals directly throughvebsites and mobile applications. A typical deédht offer a $20 Groupon that can
redeemed for $40 in value at a restaurant, spa gaglio, car wash or other local merchant. Custsmerchase Groupons from us and rec
them with our merchants. Our revenue is the puecipaise paid by the customer for the Groupon. Gasg profit is the amount of revenue
retain after paying an agreed upon percentageegbuinchase price to the featured merchant.

Our Advantage

Customer experience and relevance of deaM/e are committed to providing a great custoexgrerience and maintaining the trust of
customers. We use our technology and scale totteetgvant deals based on individual subscribefepeaces. As we increase the volum
transactions through our marketplace, we incrdasamount of data that we have about deal perfaenand customer interests.

1
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This data allows us to continue to improve ourigbib help merchants design the most effectivddaad deliver deals to customers that b
match their interests.

Merchant scale and quality. In the first quarter of 2011, we featured deftsm over 56,000 merchants worldwide across
140 categories of goods and services. Our salesfafrover 3,500 sales representatives enables wsrio with local merchants in 175 No
American markets and 43 countries. We draw on ¥pemence we have gained in working with merchaatevaluate prospective merche
based on quality, location and relevance to ousatilibers. We maintain a large base of prospectigechants interested in our marketpl.
which enables us to be more selective and offeisabscribers higher quality deals. Increasing oercfmant base also increases the numbe
variety of deals that we offer to consumers, whighbelieve drives higher subscriber and user traffind in turn promotes greater merc
interest in our marketplace.

Brand. We believe we have built a trusted and recaie brand by delivering a compelling value proposito consumers a
merchants. A benefit of our well recognized brasithat a substantial portion of our subscribergunestablished markets is acquired thrc
word-of-mouth. We believe our brand is trusted ttueur dedication to our customers and our sigaifiaGnvestment in customer satisfaction.

Our Strategy

Our objective is to become an essentiat pheveryday local commerce for consumers and hzmns. Key elements of our strat
include the following:

Grow our subscriber base. We have made significant investments to acqsirescribers through online marketing initiativ€sur
subscriber base has also increased by womafth. Our investments in subscriber growth areedriby the cost to acquire a subscriber rel
to the profits we expect to generate from that suber over time. For example, we spent $18.0 omillin online marketing expense to acq
North American subscribers in the second quart&20d0 and generated $61.7 million in gross proéitf this group of subscribers in the f
quarters ended March 31, 2011. See "Businé&asbscriber Economics." Our goal is to retain emgsiind acquire new subscribers by provi
more targeted and real-time deals, delivering ljigdlity customer service and expanding the numbercategories of deals we offer.

Grow the number of merchants we featuré.o drive merchant growth, we have expandecdtireber of ways in which consumers
discover deals through our marketplace. For exaplebetter target subscribers, in February 2014,launched Deal Channels, wt
aggregates daily deals from the same category. djstathe number and variety of products we offerchants based on merchant dema
each market. We have also made significant invessnan our salesforce, which builds merchant retethips and local expertise. (
merchant retention efforts are focused on providirgychants with a positive experience by offeriaggéted placement of their deals to
subscriber base, high quality customer servicetaold to manage deals more effectively.

Increase the number and variety of our juid through innovation. We have launched a variety of new producthépast 12 mont
and we plan to continue to launch new productsntyeiase the number of subscribers and merchantdrémsact business through
marketplace. As our local @mmerce marketplace grows, we believe consumdisusg Groupon not only as a discovery tool foral
merchants, but also as an ongoing connection poithieir favorite merchants.

Expand with acquisitions and business dgraknt partnerships. Since May 2010, we have made 13 acquisitiomsves have enter
into several agreements with local partners to edpaur international presence. We have also sigeethership agreements with compa
such as eBay, Microsoft, Yahoo and Zynga, pursteanthich these partners display, promote and 8istei our deals to

2
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their users in exchange for a share of the reveamerated from our deals. We intend to continuexpand our business with strate
acquisitions and business development partnerships.

Our Metrics

We measure our business with several fia&neetrics. The key metrics are gross profit, athd consolidated segment operating inc
or Adjusted CSOI, and free cash flow. Adjusted C&@d free cash flow are non-GAAP financial measugee "—Summary Consolidat
Financial and Other Data—NdBAAP Financial Measures" for a reconciliation oéslke measures to the most applicable financial mes
under GAAP.

We believe gross profit is an importanti@adior for our business because it is a reflectibthe value of our service to our merchant:
2010 and the first quarter of 2011, we generatedgprofit of $280.0 million and $270.0 millionspectively.

We believe Adjusted CSOI is an importantamee of the performance of our business as itudesl expenses that are reash o
otherwise not indicative of future operating expendn 2010 and the first quarter of 2011, we gateer Adjusted CSOI of $60.6 million &
$81.6 million, respectively.

We believe free cash flow is an importardi¢ator for our business because it measuresntiveia of cash we generate after spendir
marketing, wages and benefits, capital expenditanelsother items. Free cash flow also reflects gasiin working capital. In 2010 and the 1
quarter of 2011, we generated free cash flow ofB#illion and $7.0 million, respectively.

Our Risks

Our business is subject to a number ofregkwhich you should be aware before making aestment decision. These risks are disct
more fully under the caption "Risk Factors," andue but are not limited to the following:

. we may not maintain the revenue growth that we teexperienced since inceptic

. we have experienced rapid growth over a short déria new market we have created and we do now kmoether this mark
will continue to develop or whether it can be mained,;

. we base our decisions regarding investments incsibigs acquisition on assumptions regarding oulitghtio generate futul
profits that may prove to be inaccurate;

. we have incurred net losses since inception anagxpect our operating expenses to increase signfficin the foreseeak
future;

. if we fail to retain our existing subscribers ogate new subscribers, our revenue and businesbevilarmed;

. if we falil to retain existing merchants or add neserchants, our revenue and business will be harmed;

. our business is highly competitive and competipoesents an ongoing threat to the success of @indss

. if we are unable to recover subscriber acquisitosts with revenue and gross profit generated fioose subscribers, ¢
business and operating results will be harmed;

. if we are unable to maintain favorable terms witih merchants, our gross profit may be adversekctdtl; anc

. our operating cash flow and results of operatiamdd be adversely impacted if we change our mefichayment terms or o

revenue does not continue to grow.
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Corporate Information

Our principal executive offices are locatd00 West Chicago Avenue, Suite 620, Chicadiopls 60654, and our telephone numbe
this address is (312) 676-5773. Our websitvisv.groupon.com Information contained on our website is not & péthis prospectus.

Groupon®Groupon NOW, CityDeal, Grouspawn and the Groupao lare trademarks of Groupon, Inc. in the Uniteatest or othe
countries. This prospectus also includes otheetradks of Groupon and trademarks of other persons.
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THE OFFERING

Class A common stock offer

By us share
By the selling stockholde! share
Total share

Class A common stock to be
outstanding after this offerir share

Class B common stock to be
outstanding after this offerir share

Total shares of common
stock to be outstanding

after this offering share
Use of proceeds We expect our net proceeds from this offering ilapproximatel
$ million. We plan to use the net procetdss from this

offering for working capital and other general cangite purposes,
which may include the acquisition of other busiessgroducts or
technologies; however, we do not have any commitenfem any
acquisitions at this time. We will not receive afythe proceeds
from the sale of shares of Class A common stocthbyselling
stockholders. See "Use of Proceer

Risk factors You should read the "Risk Factors" section of grisspectus for a
discussion of factors to consider carefully befdeeiding to invest
in shares of our common stoc

Proposed symk "GRPN"

The number of shares of our Class A comstonk that will be outstanding after this offerilsgoased on 296,140,145 shares outstal
at March 31, 2011, and excludes:

. 1,199,988 shares of Class A common stock issugide the conversion of our Class B common stock wiktbe outstandin
after this offering;

. 12,305,008 shares of Class A common stock issugie the exercise of stock options outstandingfddarch 31, 2011 at
weighted average exercise price of $2.23 per share;

. 600,000 shares of Class A common stock issuable timvesting of performance stock units grantecbimection with certa
of our acquisitions;

. 2,649,856 shares of Class A common stock issuglaa the vesting of restricted stock units granteden our 2010 Plan; ar

. 1,288,376 shares of Class A common stock avaifabladditional grants under our 2010 PI

Prior to the closing of this offering, waend to recapitalize all of our outstanding shafesapital stock (other than our Series B prefd
stock) into newly issued shares of our Class A comstock. In addition, we intend to recapitalizeoflour outstanding shares of our Seri¢
preferred stock into newly issued shares of ous€B common stock. The purpose of the recapit&izas to exchange all of our outstanc
shares of capital stock (other than our SeriesdBepred stock) for shares of the Class A

5
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common stock that will be sold in this offering. eS&Related Party Transactionfkecapitalization." Except as otherwise indicateld
information in this prospectus (other than histalrfinancial statements) assumes:

. the amendment and restatement of our certificatecofrporation upon the closing of this offering;
. the consummation of the recapitalization priortie ¢losing of this offering; and
. no exercise of the underwriters' c-allotment option
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

We present below our summary consolidateahtial and other data for the periods indicatédancial information for periods prior
2008 has not been provided because we began aperat 2008. The summary consolidated statemempefations data for the years er
December 31, 2008, 2009 and 2010 and the balarset stata as of December 31, 2009 and 2010 have de@red from our audite
consolidated financial statements included elsealierthis prospectus. The balance sheet data &éar ended December 31, 2008
derived from financial statements, which are nefuded in this prospectus. The summary consolidatattments of operations data for
periods ended March 31, 2010 and 2011 and the d¢mlsimeet data as of March 31, 2011 have been defriem our unaudited consolida
financials statements included elsewhere in thispectus. The unaudited information was prepared basis consistent with that use:
prepare our audited financial statements and irdwl adjustments, consisting of normal and régritems, that we consider necessary -
fair presentation of the unaudited period. Thednisal results presented below are not necessadigative of financial results to be achie
in future periods. You should read this informattogether with "Management's Discussion and AnalgéiFinancial Condition and Results
Operations" and our audited and unaudited condeliddinancial statements and accompanying notesh @cluded elsewhere in tl

prospectus.

Three Months Ended

Year Ended December 31, March 31,
2008 2009 2010 2010 2011
(unaudited) (unaudited)
(dollars in thousands, except per share dat:
Consolidated
Statements of
Operations Data:
Revenue $ 94 30,47 $ 713,36¢ $ 44,23t $ 644,72
Cost of revenu 89 19,54 433,41 24,25! 374,72¢
Gross profit 5 10,92¢ 279,95¢ 19,98¢ 270,00(
Operating expense
Marketing 162 4,54¢ 263,20: 3,98¢ 208,20¢
Selling, general an
administrative 1,47¢ 7,45¢ 233,91: 7,42¢ 178,93¢
Acquisitior-related — — 203,18 — —
Total operating
expense: 1,637 12,00¢ 700,29¢ 11,41 387,14¢
(Loss) income from
operations (1,632 (1,077 (420,349 8,571 (117,149
Interest and other
income (expense),
net a0 (16) 284 3 1,06(
Equity-method
investment activity,
net of tax — — — — (882
(Loss) income before
provision for
income taxes (1,542 (1,099 (420,06() 8,57¢ (116,970
Provision (benefit) fo
income taxe: — 24¢€ (6,674 23 (3,079
Net loss (income (1,542 (1,347 (413,38¢) 8,551 (113,89)
Less: Net loss
attributable to
noncontrolling
interests — — 23,74¢ — 11,22¢
Net (loss) income
attributable to
Groupon, Inc. (1,542 (1,347 (389,64() 8,551 (102,66%)
Dividends or
preferred stocl 277) (5,57%) (1,367) (523) —
Redemption of
preferred stock in
excess of carrying
value — — (52,899 — (34,32)

Adjustment of
redeemable
noncontrolling
interests tc



redemption valu
Preferred stock

distributions (339

(12,425) (9,485

Net (loss) income
attributable to
common

stockholders $ (2,15 $

(6,916 $

(456,320 $ 8,02¢ $ (146,480

Net (loss) income pe
share
Basic $
Diluted $
Weighted average
number of shares
outstanding
Basic
Diluted

(0.01) $
(0.01) $

166,738,12
166,738,12

(0.04) $
(0.04) $

168,604,14
168,604,14

171,349,38
171,349,38

7

0.0t $
0.0t $

(0.95)
(0.95)

(2.66) $
(2.66) $

172,966,82
245,962,57

153,924,70
153,924,70
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Three Months Ended

Year Ended December 31, March 31,
2008 2009 2010 2010 2011
Key Operating Metrics:
Subscribers) * 1,807,27:  50,583,80 3,434,611  83,100,00
Cumulative customer$) * 375,09 9,031,80 874,01°  15,803,99
Featured merchanf® * 2,69 66,28¢ 2,90 56,78:

Groupons solé" * 1,248,79: 30,296,07' 1,760,39: 28,094,74

()
@
©)
4

Not available

Reflects the total number of subscribers on thiedag of the applicable period.

Reflects the total number of unique customers wle@tpurchased Groupons from January 1, 2009 thriwglast day of the applicable period.
Reflects the total number of merchants featuratiénapplicable period.

Reflects the total number of Groupons sold in hgliaable period.

As of December 31 As of March 31, 2011
Pro Forma
Pro Forma  As Adjusted
2008 2009 2010 Actual @ 2©)

(in thousands)

Consolidated Balance Shee

Data:

Cash and cash equivaler  $ 2,96¢ $ 12,31: $ 118,83 $ 208,68t
Working capital (deficit] 2,64: 3,98t (196,564 (228,749
Total asset 3,00¢ 14,96: 381,57( 541,41(

Total lon¢-term liabilities —

1,621 14,79(

Redeemable preferred stc 4,747 34,71 — —
Total Groupon, Inc

stockholders' (deficit)

equity (2,097) (29,969 8,071 7,08¢

@

@

©)

The pro forma column gives effect to (i) the retalpiation of all outstanding shares of our capi&dck (other than our Series B preferred stock)
296,140,145 shares of Class A common stock andwltanding shares of our Series B preferred stotk 1,199,988 shares of Class B common ¢
immediately prior to the closing of this offeringnd (ii) the amendment and restatement of ourfioati of incorporation upon the closing of thigeoing.

The pro forma as adjusted column gives furtherceffe the sale by us of Class A common stock is tffering at an assumed initial public offeringcprof
$ per share, which is the midpoint of tlange reflected on the cover page of this praspe@fter deducting estimated underwriting dis¢suamc
commissions and estimated offering expenses payghls.

Each $1.00 increase (decrease) in the assumeal initblic offering price of $ per shaveuld increase (decrease) the amount of pro forsnadguste
cash and cash equivalents, working capital (dgfitotal assets and total Groupon, Inc. stockhaldsguity by approximately $ million, assumihe numbe
of shares offered by us, as set forth on the cpagre of this prospectus, remains the same and déucting the estimated underwriting discounts
commissions and estimated offering expenses payghlis. Similarly, each increase (decrease) ofroifi®n shares in the number of shares of Clasommor
stock offered by us would increase (decrease) aashcash equivalents, working capital (deficitfat@ssets and total Groupon, Inc. stockholdensitgdpy
approximately $ million, assuming the assunmatlal public offering price remains the same aaftier deducting estimated underwriting discourms
commissions and estimated offering expenses paypghls.
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Non-GAAP Financial Measures

We use adjusted consolidated segment apgritcome, or Adjusted CSOI, and free cash flonkag nonGAAP financial measure
Adjusted CSOI and free cash flow are used in adlditd and in conjunction with results presenteddoordance with GAAP and should no
relied upon to the exclusion of GAAP financial meas.

Adjusted CSOI is operating income of oumtaegments, North America and International, adpidbr online marketing expen
acquisition-related costs and stdw&sed compensation expense. Online marketing egppnsarily represents the cost to acquire
subscribers and is dictated by the amount of gromghwish to pursue. Acquisition-related costs ase-recurring norcash items related
certain of our acquisitions. Stock-based compeosakpense is a narash item. We consider Adjusted CSOI to be an itapdmeasure of tl
performance of our business as it excludes expahaesre norcash or otherwise not indicative of future opemgixpenses. We believe i
important to view Adjusted CSOI as a complemendupentire consolidated statements of operations.

Our use of Adjusted CSOI has limitationsaasanalytical tool, and you should not considés theasure in isolation or as a substitut
analysis of our results as reported under GAAP.&ohthese limitations are:

. Adjusted CSOI does not reflect the significant castestments that we currently are making to aejoew subscribers;

. Adjusted CSOI does not reflect the potentially tile impact of issuing equitipased compensation to our management teal
employees or in connection with acquisitions;

. Adjusted CSOI does not reflect any interest expemgdbe cash requirements necessary to serviceegiter principal paymer
on any indebtedness that we may incur;

. Adjusted CSOI does not reflect any foreign exchagajas and losse

. Adjusted CSOI does not reflect any tax paymentswieamight make, which would represent a reducitiocash available to u
. Adjusted CSOI does not reflect changes in, or caghirements for, our working capital needs; and

. other companies, including companies in our ingustnay calculate Adjusted CSOI differently or mageuother financii

measures to evaluate their profitability, whichuees the usefulness of it as a comparative measure.

Because of these limitations, Adjusted CSfuld not be considered as a measure of discegjiccash available to us to invest in
growth of our business. When evaluating our perforog, you should consider Adjusted CSOI alongsierdinancial performance measu
including various cash flow metrics, net loss andather GAAP results.

Free cash flow, which is reconciled to "Mesh (used in) provided by operating activitigs,'tash flow from operations reduced
"Purchases of property and equipment.” We usedasé flow, and ratios based on it, to conduct araduate our business because, althou
is similar to cash flow from operations, we beligvg¢ypically will present a more conservative maasof cash flows as purchases of fi
assets, software developed for internal use anditeetbevelopment costs are a necessary componengofng operations.

Free cash flow has limitations due to thet that it does not represent the residual cash élvailable for discretionary expenditures.
example, free cash flow does not include the casimgnts for business acquisitions. In additiore frash flow reflects the impact of the tirr
difference between when we are paid by custometsvdaen we pay merchants. Therefore, we believeimhportant to view free cash flow ¢
complement to our entire consolidated statementsigii flows.
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Adjusted CSOI

The following is a reconciliation of Adjest CSOI to the most comparable GAAP measure, "{Liaseme from operations,” for the ye
ended December 31, 2008, 2009 and 2010 and thediaster of 2010 and 2011

Three Months Ended

Year Ended December 31, March 31,
2008 2009 2010 2010 2011
(in thousands)

(Loss) income from operatiol $ (1,632 $ (1,077) $ (420,349 $ 8,571 $ (117,149

Adjustments:

Online marketing 162 4,44¢ 241,54¢ 3,904 179,90¢

Stoclk-based compensatic 24 11F 36,16¢ 11€ 18,86«

Acquisitior-related — — 203,18 — —

Total adjustments 18€ 4,561 480,89 4,02( 198,76°

Adjusted CSO $ (1,44¢) $ 3,48/ $ 6055: $ 12,59 $ 81,61¢
Adjusted Segment Operating

Income:
North America $ (14460 $ 348/ $ 88,03¢ $ 1259 $§ 38,61
International — — (27,487 — $  43,00¢
Adjusted CSO $ (14460 $ 348/ $ 60550 $ 1259 $§ 81,61¢

Free Cash Flow

The following is a reconciliation of freagh flow to the most comparable GAAP measure, '¢dsh (used in) provided by opera
activities," for the years ended December 31, 2089 and 2010 and the first quarter of 2010 arid 20

Three Months Ended
Year Ended December 31 March 31,

2008 2009 2010 2010 2011
(in thousands)

Net cash (used in) provided

operating activitie! $ (1,52¢) $ 7,51C $ 86,88: $ 12,897 $ 17,94(
Purchases of property and equipm (19) (290) (14,68)) (86%) (10,962)
Free cash flov $ (1,545 $ 7,22 $ 72,20¢ $ 12,03 $ 6,97¢

10
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RISK FACTORS

An investment in our Class A common stock invaveigh degree of risk. You should carefully constte risks described below and
of the other information contained in this prospecbefore deciding whether to purchase our Claseimon stock. Our business, prosp
financial condition or operating results could be materiadigversely affected by any of these risks, as wgatitlaer risks not currently known
us or that we currently consider immaterial. Thading price of our Class A common stock could dectiue to any of these risks, and you
lose all or part of your investment. In assessing tisks described below, you should also refetht other information contained in t
prospectus, including our consolidated financisdtstments and the related notes, before decidingurehase any shares of our Clas
common stock.

Risks Related to Our Business
We may not maintain the revenue growth that we haxperienced since inception.

Although our revenue has increased subatinsince inception, we may not be able to mamtaur historical rate of revenue growth.
believe that our continued revenue growth will deheamong other factors, on our ability to:

. acquire new subscribers who purchase Groupons;

. retain our existing subscribers and have them coatto purchase Groupons;

. attract new merchants who wish to offer deals thotlhe sale of Groupon

. retain our existing merchants and have them offditmnal deals through our marketpla
. expand the number, variety and relevance of predantl deals we offer each day;

. increase the awareness of our brand across gedggaph

. provide our subscribers and merchants with a sopexperience

. respond to changes in consumer access to and tise iofernet and mobile devices; and
. react to challenges from existing and new compmstito

However, we cannot assure you that wesmiticessfully implement any of these actions.

We have experienced rapid growth over a short pério a new market that we have created and we do kmow whether this market wi
continue to develop or whether it can be maintaindfiwe are unable to successfully respond to chasgn the market, our business col
be harmed.

Our business has grown rapidly as merchamdsconsumers have increasingly used our marketpldowever, this is a new market wt
we only created in late 2008 and which has operateal substantial scale for only a limited periddime. Given the limited history, it
difficult to predict whether this market will contie to grow or whether it can be maintained. Weeekphat the market will evolve in we
which may be difficult to predict. For example, wasticipate that over time we will reach a pointniost markets where we have achiev
market penetration such that investments in neve@ilier acquisition are less productive and theticoad growth of our gross profit w
require more focus on increasing the rate at whighexisting subscribers purchase Groupons. Itsis possible that merchants or custor
could broadly determine that they no longer believéhe value of our current services or marketplda the event of these or any o
changes to the market, our continued success wpkedd on our ability to successfully adjust ouatetyy to meet the changing ma
dynamics. If we are unable to do so, our businestdde harmed and our results of operations stifijeer material negative impact.

11
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We base our decisions regarding investments in suiier acquisition primarily on our analysis of therofits generated from subscribe
that we acquired in prior periods. If the estimatesd assumptions we use are inaccurate, we may b®table to recover our subscrit
acquisition costs and our growth rate and financiedsults will be adversely affected.

Our decisions regarding investments in stbsr acquisition substantially depend upon oualysis of the profits generated fr
subscribers we acquired in earlier periods. Wer riefehis as our subscriber economics. Our anahggjarding subscriber economics inclt
several assumptions, including:

. Because the costs of offering or distributing dealsexisting subscribers are not significant, onalgsis considers only t
marketing costs incurred during the quarter in Whilke subscribers are originally acquired and assuthat no addition
marketing expenses will be incurred with respediuoh subscribers in subsequent periods. If oumagstion regarding the ne
for marketing expenses in subsequent periods @gliect, our subscriber economics could be lessrédle than we believe.

. The analysis which we present below in "Busi—Subscriber Economics" includes a discussion of@2i2010 cohort and ce
studies from certain of our largest markets. Thesmilts inherently reflect a distinct group of nferots, subscribers a
geographies and may not be representative of auerduor future composite group of merchants, stibscs and geographi
For example, our Q2 2010 cohort and market castiestumay reflect unique market dynamics or the hpwaf our servic
during the periods covered.

If our assumptions regarding our subscribeonomics, including those relating to the effemtiess of our marketing spend, pr
incorrect, our ability to generate profits from aavestments in new subscriber acquisitions malebsg than we have assumed. In such cas
may need to increase expenses or otherwise altestratiegy and our results of operations coulddgatively impacted.

We have incurred net losses since inception andexpect our operating expenses to increase signifityain the foreseeable future.

We incurred net losses of $389.6 milliord &102.7 million in 2010 and the first quarter @12, respectively, and had an accumul
deficit of $522.1 million as of March 31, 2011. V&eticipate that our operating expenses will inceesshstantially in the foreseeable futur
we continue to invest to increase our subscribeepacrease the number and variety of deals wer @fich day, expand our marke
channels, expand our operations, hire additionglleyees and develop our technology platform. Thefgats may prove more expensive t
we currently anticipate, and we may not succeeiddreasing our revenue sufficiently to offset thasgher expenses. Many of our effort:
generate revenue from our business are new andwegmrand any failure to increase our revenue cprdgent us from attaining or increas
profitability. We cannot be certain that we will lbble to attain or increase profitability on a dedy or annual basis. If we are unabli
effectively manage these risks and difficulties@sencounter them, our business, financial condiiod results of operations may suffer.

If we fail to retain our existing subscribers or gaire new subscribers, our revenue and business bél harmed.

We spent $179.9 million on online marketingiatives relating to subscriber acquisition fhe first quarter of 2011 and expect to cont
to spend significant amounts to acquire additisuddscribers. We must continue to retain and acauibescribers that purchase Groupor
order to increase revenue and achieve profitabile cannot assure you that the revenue or grasft from subscribers we acquire v
ultimately exceed the cost of acquiring new sulbses. If consumers do not perceive our Grouporrstie be of high value and quality or if
fail to introduce new and more relevant deals, vag mot be able to acquire or retain subscribergelfare unable to acquire new subscri
who purchase Groupons in numbers sufficient to gnawbusiness, or if subscribers cease to purcBasepons, the revenue or gross profi
generate may decrease and our operating resultsendidversely affected.

12
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We believe that many of our new subscrilmiginate from word-of-mouth and other npaid referrals from existing subscribers,
therefore we must ensure that our existing subasxgitemain loyal to our service in order to corgimeceiving those referrals. If our effort:
satisfy our existing subscribers are not succesafelmay not be able to acquire new subscribessifficient numbers to continue to grow
business or we may be required to incur signifigamgher marketing expenses in order to acquirg sebscribers. Further, we believe that
success is influenced by the level of communicatind sharing among subscribers. If the level ofeday our subscriber base declines or
not grow as expected, we may suffer a decline lisstber growth or revenue. A significant decreiasthe level of usage or subscriber gro
would have an adverse effect on our business, dinhoondition and results of operations.

If we fail to retain existing merchants or add nemerchants, our revenue and business will be harm

We depend on our ability to attract andiremerchants that are prepared to offer producteovices on compelling terms through
marketplace. We do not have lotegm arrangements to guarantee the availabilitde#ls that offer attractive quality, value and efyritc
consumers or favorable payment terms to us. We muostinue to attract and retain merchants in otdeincrease revenue and achi
profitability. If new merchants do not find our rkating and promotional services effective, or ifsing merchants do not believe that utiliz
our products provides them with a lotegm increase in customers, revenues or profigy, thay stop making offers through our marketpléa
addition, we may experience attrition in our merdkan the ordinary course of business resultimgnfrseveral factors, including losse:
competitors and merchant closures or bankrupttfiege are unable to attract new merchants in nusbafficient to grow our business, ¢
too many merchants are unwilling to offer produatservices with compelling terms through our mépleee or offer favorable payment tei
to us, we may sell fewer Groupons and our opera#sglts will be adversely affected.

If our efforts to market, advertise and mpode products and services from our existing mertshare not successful, or if our exis
merchants do not believe that utilizing our sersipeovides them with a lonigrm increase in customers, revenues or profitsmag not b
able to retain or attract merchants in sufficieatmibers to grow our business or we may be requeiddur significantly higher marketil
expenses or accept lower margins in order to atiraw merchants. A significant increase in merclatmition or decrease in merchant gro
would have an adverse effect on our business, dinhoondition and results of operation.

Our business is highly competitive. Competition pemts an ongoing threat to the success of our besms

We expect competition ina@mmerce generally, and group buying in particul@rgontinue to increase because there are nofisigm
barriers to entry. A substantial number of grougibg sites that attempt to replicate our businesslehhave emerged around the worlc
addition to such competitors, we expect to incrgglgicompete against other large internet and teldgy-based businesses, such as Face
Google and Microsoft, each of which has launchéihtives which are directly competitive to our mess. We also expect to compete ag
other internet sites that are focused on speaifiorounities or interests and offer coupons or distamrangements related to such commur
or interests. We also compete with traditionalin&lcoupon and discount services, as well as ngvespamagazines and other traditional m
companies who provide coupons and discounts oruptsdnd services.

We believe that our ability to compete degeupon many factors both within and beyond ouatrod, including the following:

. the size and composition of our subscriber basdfmdumber of merchants we featt

. the timing and market acceptance of deals we dffetuding the developments and enhancements gettleals offered by us
our competitors;
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. subscriber and merchant service and support efforts

. selling and marketing effort

. ease of use, performance, price and reliabilityesfices offered either by us or our competitors;
. our ability to cost-effectively manage our operasipand

. our reputation and brand strength relative to aungetitors

Many of our current and potential compesitbave longer operating histories, significantlgager financial, marketing and other resot
and larger subscriber bases than we do. Thesedauimy allow our competitors to benefit from thexisting customer or subscriber base
lower customer acquisition costs or to respond napriekly than we can to new or emerging technolegiad changes in consumer ha
These competitors may engage in more extensivangsend development efforts, undertake moredaching marketing campaigns .
adopt more aggressive pricing policies, which miggnathem to build larger subscriber bases or gatgerevenue from their subscriber bi
more effectively than we do. Our competitors magiofleals that are similar to the deals we offethat achieve greater market acceptance
the deals we offer. This could attract subscrilzevay from our websites and applications, reducenoarket share and adversely impact
gross margin. In addition, we are dependent on soihmir existing or potential competitors, incluglifracebook, Google and Microsoft,
banner advertisements and other marketing inigatto acquire new subscribers. Our ability tozgitheir platforms to acquire new subscri
may be adversely affected if they choose to compete directly with us.

If we are unable to recover subscriber acquisiticosts with revenue and gross profit generated fréimose subscribers, our business ¢
operating results will be harmed.

As of March 31, 2011, we had 83.1 milliarbscribers to our daily emails, and we expect timber of subscribers to grow significar
during the remainder of 2011. Acquiring a subsarit@se is costly, and the success of our busingssndls on our ability to generate reve
from new and existing subscribers. In 2010 andfilsé quarter of 2011, we spent $241.5 million &i¥9.9 million, respectively, on onli
marketing initiatives relating to subscriber acgios. As our subscriber base continues to evoivés possible that the composition of
subscribers may change in a manner that makesré difficult to generate revenue and gross profivffset the costs associated with acqu
new subscribers. For example, if we acquire a largaber of new subscribers who are not viewed eattaactive demographic by mercha
we may nhot be able to generate compelling prodiactthose subscribers to offset the cost of acggithose subscribers. If the cost to acc
subscribers is greater than the revenue or gragi pre generate over time from those subscribeus,business and operating results wil
harmed.

If we are unable to maintain favorable terms wittuomerchants, our gross profit may be adverselyeafied.

The success of our business depends irppasur ability to retain and increase the numidenerchants who use our service. Curre
when a merchant partners with us to offer a dealt§oproducts or services, it receives an agrgexhipercentage of the revenue from «
Groupon sold, and we retain the rest. If merchdetside that utilizing our services no longer pregdin effective means of attracting |
customers or selling their goods and services, thay demand a higher percentage of the revenue &ach Groupon sold. This wo
adversely affect our gross profit.

In addition, we expect to face increaseghpetition from other internet and technologgsed businesses such as Facebook, Goog
Microsoft, each of which has launched initiativelsieth are directly competitive to our business. Vg dnave seen that some competitors
accept lower margins, or negative margins, to etimtention and acquire new subscribers. If coitgrstengage in group buying initiatives
which merchants receive a higher percentage ofebhenue than we currently offer, we may
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be forced to pay a higher percentage of the revédrarewe currently offer, which may reduce our grpsofit.

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

Our merchant payment terms and revenue trdvave provided us with operating cash flow todfuour working capital needs. C
merchant arrangements are generally structured thathwe collect cash up front when our customersimase Groupons and make payrr
to our merchants at a subsequent date. In Northrideewe typically pay our merchants in installmewntthin sixty days after the Groupor
sold. In most of our International markets, merd¢haare not paid until the customer redeems the @nouOur accrued merchant paya
which primarily consists of payment obligationsolar merchants, has grown, both nominally and asregmtage of revenue, as our revenut
increased, particularly the revenue from our irdéional segment. Our accrued merchant payable talacreased from $4.3 million as
December 31, 2009 to $290.7 million as of March3111. We use the operating cash flow provided by moerchant payment terms
revenue growth to fund our working capital neeéisvé offer our merchants more favorable or accéderpayment terms or our revenue (
not continue to grow in the future, our operatiragit flow and results of operations could be adleiisepacted and we may have to s
alternative financing to fund our working capit&leds.

Our business relies heavily on email and other maggieg services, and any restrictions on the sendofgemails or messages or a decreas
subscriber willingness to receive messages couldeasely affect our revenue and busine

Our business is highly dependent upon earall other messaging services. Deals offered threutpils and other messages sent by |
on our behalf by our affiliates, generate a suligthportion of our revenue. Because of the impmeaof email and other messaging servic
our businesses, if we are unable to successfuliyedteemails or messages to our subscribers omgiatesubscribers, or if subscribers declin
open our emails or messages, our revenue andalitifif would be adversely affected. Actions byrthparties to block, impose restrictions
or charge for the delivery of, emails or other nages could also materially and adversely impactbusiness. From time to time, intet
service providers block bulk email transmissionthrerwise experience technical difficulties thegult in our inability to successfully delir
emails or other messages to third parties. In mdgibur use of email and other messaging sent@wasgnd communications about our wet
or other matters may result in legal claims agairsstwhich if successful might limit or prohibit oability to send emails or other messa
Any disruption or restriction on the distributiofi emails or other messages or any increase in $eec@ted costs would materially
adversely affect our revenue and profitability.

We have a rapidly evolving business model and oawmproduct and service offerings could fail to &ttt or retain subscribers or gener
revenue.

We have a rapidly evolving business model are regularly exploring entry into new markegreents and the introduction of n
products and features with respect to which we haaxe limited experience. In addition, our subsgsbeay not respond favorably to our r
products and services. These products and semiaggresent new and significant technology challshgnd we may be subject to clain
subscribers of these offerings experience serviseigtions or failures or other quality issuesptbducts or services we introduce, suc
changes to our websites and applications, thedntiion of social networking and locatitiased marketing elements to our website
entirely new lines of business that we may purdaié,to engage subscribers or merchants, we maytdaacquire or retain subscribers
generate sufficient revenue or other value to fjustur investment, and our business may be makerad adversely affected. Our ability
retain or increase our subscriber base and revesileepend heavily on our ability to innovate atalcreate successful new products
services. In addition, the
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relative profitability, if any, of our new activis may be lower than that of our historical adggit and we may not generate sufficient rev
from new activities to recoup our investments ienth If any of this were to occur, it could damage ceputation, limit our growth al
negatively affect our operating results.

There are many risks associated with our internatal operations and international expansion.

Our international expansion has been rapitlour international business has become criticéle growth in our revenue and our abilit
achieve profitability. In 2010 and the first quared 2011, 37.2% and 53.8%, respectively, of owerrie was generated from our internati
operations. We began our international operatinriday 2010 with the acquisition of CityDeal EuropenbH, or CityDeal, which was founc
by Oliver Samwer and Marc Samwer. Since the City@equisition, Messrs. Samwer have served as ctamdsland been extensively invol
in the development and operations of our Intermaticcegment. The agreements under which Messrsv8aprovide us with consulti
services will expire in October 2011 and we can enadt assurances that the loss of their servicésatildisrupt our international operations
have an adverse effect on our ability to grow aterinational business.

Further expansion into international masketquires management attention and resources expdres us to localize our service
conform to a wide variety of local cultures, busisgractices, laws and policies. The different cemumal and internet infrastructure in ot
countries may make it more difficult for us to riepte our business model. In many countries, wepatenwith local companies that unders
the local market better than we do, and we mayheotefit from first-tomarket advantages. We may not be successful innelimz intc
particular international markets or in generatiagenue from foreign operations. As we continuexigaed internationally, we are increasir
subject to risks of doing business internationatigluding the following:

. strong local competitors;

. different regulatory requirements, including regiaia of gift cards and coupon terms, internet sagsj professional sellir
distance selling, bulk emailing, privacy and datat@ction, banking and money transmitting, that nliayit or prevent th
offering of our services in some jurisdictions oeyent enforceable agreements;

. cultural ambivalence towards, or r-acceptance of, Groupon marketil

. difficulties in integrating with local payment priders, including banks, credit and debit card neksaand electronic fun
transfer systems;

. different employee/employer relationships and tkistence of workers' councils and labor unions;
. longer payment cycles, different accounting pr&stiand greater problems in collecting accountsvaloke;
. potentially adverse tax consequences, includingaghication of U.S. tax rules to acquired inteio@dl operations and loc

taxation of our fees or of transactions on our webs

. higher internet service provider cos

. seasonal reductions in business acti\

. expenses associated with localizing our productsluding offering subscribers the ability to tracis@usiness in the loc
currency;

. restrictions on the repatriation of funds, fore@mrency exchange restrictions and exchange nadeufitions; an

. differing intellectual property laws.
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Some of these factors may cause our intiera costs of doing business to exceed our coalparcosts in North America. As we exp
our international operations and have additionatipos of our international revenue denominatetbieign currencies, we also could bec:
subject to increased difficulties in collecting aonts receivable and repatriating money withouteask tax consequences and increased
relating to foreign currency exchange rate fludgtre.

We conduct certain functions, including guot development, subscriber support and otheratipas, in regions outside of No
America. We are subject to both U.S. and local laws regulations applicable to our internationaivéies, and any factors which reduce
anticipated benefits, including cost efficienciex goroductivity improvements, associated with pdowj these functions outside of Nc
America could adversely affect our business.

We currently use a common technology ptatfon our North American segment to operate ouriness and are in the proces:
migrating our operations in our International segtrte the same platform. Such changes to our tdobplatform and related software ce
risks such as cost overruns, project delays anohéss interruptions and delays. If we experienogagerial business interruption as a rest
this process, it could have a material adverseceffie our business, financial position and resofltsperations and could cause the market
of our common stock to decline.

We are continuing to expand our servicesrivationally. In some countries, expansion of lbusiness may require a close comme
relationship with one or more local banks, a shavehership interest with a local entity or regiita as a bank under local law. S
requirements may reduce our revenue, increaseasts or limit the scope of our activities in pautar countries. Any limitation on our abil
to expand internationally could harm our business.

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

Our "Groupon Promise" states that we widyide our customers with a refund of the purchadee of a Groupon if they believe that
have let them down. As we increase our revenuerefund rates may exceed our historical levelsovaturn in general economic conditic
may also increase our refund rates. An increasetimefund rates could significantly reduce ouuidity and profitability.

As we do not have control over our merchantd the quality of products or services theyveeliwe rely on a combination of ¢
historical experience with each merchant and ordimeé offline research of customer reviews of menthéor the development of our estin
for refund claims. Our actual level of refund clgicould prove to be greater than the level of réfdiaims we estimate. If our refund rese
are not adequate to cover future refund claims,ittddequacy could have a material adverse effeoto liquidity and profitability.

Our standard agreements with our merchgentgrally limit the time period during which we mssek reimbursement for customer reft
or claims. Our customers may make claims for refuwith respect to which we are unable to seek reisdgment from our merchants. ¢
inability to seek reimbursement from our merchdatgefund claims could have an adverse effecturliquidity and profitability.

If our merchants do not meet the needs and expeaotat of our subscribers, our business could suff

Our business depends on our reputatiopraviding highquality deals, and our brand and reputation malgdyened by actions taken
merchants that are outside our control. Any shoniogs of one or more of our merchants, particulavith respect to an issue affecting
quality of the deal offered or the products or &y sold, may be attributed by our subscribersstdhus damaging our reputation, brand v
and potentially affecting our results of operatioimsaddition, negative publicity and subscribemtsaent generated as a result of fraudule
deceptive conduct by our merchants could
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damage our reputation, reduce our ability to attngev subscribers or retain our current subscrjtzard diminish the value of our brand.
We cannot assure you that we will be able to man#igegrowth of our organization effectively.

We have experienced rapid growth in demfandur services since our inception. Our emploheadcount and number of subscril
have increased significantly since our inceptiorg e expect this growth to continue for the foesdde future. The growth and expansio
our business and service offerings places sigmifid@mands on our management and our operatioddirsancial resources. We are requ
to manage multiple relations with various merchastbscribers, technology licensors and other thandies. In the event of further growtt
our operations or in the number of our thiary relationships, our information technologytsyss or our internal controls and procedures
not be adequate to support our operations. To tefedg manage our growth, we must continue to inypat operational plans and strateg
improve and expand our infrastructure of peopleiafafmation systems, and train and manage our @yepl base.

The loss of one or more key members of our manageirteam, or our failure to attract, integrate andetain other highly qualifie
personnel in the future, could harm our busines

We currently depend on the continued serviand performance of the key members of our mamageteam, including Andrew
Mason, our Chief Executive Officer, and Jason EldClour Chief Financial Officer. Mr. Mason is oioé our founders and his leadership
played an integral role in our growth. The loskey personnel, including key members of managementell as our marketing, sales, proi
development and technology personnel, could dissuptoperations and have an adverse effect onlalityao grow our business. Moreov
many members of our management are new to our eedmave been recently promoted to new roles.

Eric P. Lefkofsky is one of our foundersldras served as the Executive Chairman of our BoBirectors since our inception. Althot
Mr. Lefkofsky historically has devoted a signifitaamount of his business time to Groupon, he issund contractual or other obligation tc
so and may not do so in the future. Mr. Lefkofskyests his business time and financial resourcesvariety of other businesses, incluc
Lightbank LLC, a private investment firm that Mrelkofsky cofounded with Bradley A. Keywell. Such investmentayrbe in areas tr
present conflicts with, or involve businesses ealato, our operations. If Mr. Lefkofsky devotessldésne to our business in the future,
business may be adversely affected.

As we become a more mature company, we fimalyour recruiting and retention efforts more dbagjing. We are seeking to hir
significant number of personnel in 2011, includoegtain key management personnel. If we do notemat@n attracting, hiring and integrat
excellent personnel, or retaining and motivatingsting personnel, we may be unable to grow effetyiv

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

The application of certain laws and regals to Groupons, as a new product category, iemmio. These include laws and regulat
such as the Credit Card Accountability Responsjbdind Disclosure Act of 2009, or the CARD Act, amtlaimed and abandoned prop
laws. In addition, from time to time, we may beifiet of additional laws and regulations which govaental organizations or others r
claim should be applicable to our business. Fommgte, we were recently notified by the Massachas@icoholic Beverages Cont
Commission that Groupon discounts for some Massattal restaurants may not be in compliance with siletsusetts liquor laws &
regulations. If we are required to alter our businpractices as a result of any laws and regukstiour revenue could decrease, our costs
increase and our business could otherwise be halmeddition, the costs and expenses associated
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with defending any actions related to such addiidaws and regulations and any payments of relpéetlties, judgments or settlements ¢
adversely impact our profitability.

The implementation of the CARD Act and similar sta&ind foreign laws may harm our business and resuwdf operations.

Groupons may be considered gift cards,ggiftificates, stored value cards or prepaid caraktherefore governed by, among other |
the CARD Act, and state laws governing gift castered value cards and coupons. Other foreigndiatisns have similar laws in place,
particular European jurisdictions where the EuropEaVoney Directive regulates the business of electromdney institutions. Many of the
laws contain provisions governing the use of gdtds, gift certificates, stored value cards or pigpcards, including specific disclos
requirements and prohibitions or limitations on tiee of expiration dates and the imposition ofaiperfees. For example, if Groupons
subject to the CARD Act, the value of the Groupomstmot expire before the later of (i) five yeafteiathe date on which the Groupon
issued or the date on which the subscriber lastelddunds on the Groupon if the Groupon has a delola feature; and (ii) the Groupc
expiration date, if any. We are currently subjecséveral purported class actions claiming thau@oos are subject to the CARD Act. In
event that it is determined that Groupons are stilijethe CARD Act or any similar state or foreiaw or regulation, our liabilities wi
respect to unredeemed Groupons may be materigjlyehithan the amounts shown in our financial statémmand we may be subjec
additional fines and penalties. If we are requicedchaterially increase the estimated liability net=al in our financial statements with respe
unredeemed gift cards, our net income could bena#ijeand adversely affected.

If we are required to materially increase the estied liability recorded in our financial statementsith respect to unredeemed Groupac
our net income could be materially and adverselyeated.

In certain states and foreign jurisdictioBsoupons may be considered a gift card. Soméexe states and foreign jurisdictions inc
gift cards under their unclaimed and abandonedestgpaws which require companies to remit to tbgegnment the value of the unredee
balance on the gift cards after a specified peobtime (generally between one and five years) iamubse certain reporting and recordkee
obligations. We do not remit any amounts relatiogibredeemed Groupons based on our assessmenplicibfe laws. The analysis of
potential application of the unclaimed and abandopsperty laws to Groupons is complex, involving @nalysis of constitutional a
statutory provisions and factual issues, including relationship with subscribers and merchants@mdrole as it relates to the issuance
delivery of a Groupon. In the event that one oremstates or foreign jurisdictions successfully lgmaes our position on the application o
unclaimed and abandoned property laws to Groupmni§,the estimates that we use in projecting tkelihood of Groupons being redeer
prove to be inaccurate, our liabilities with redpecunredeemed Groupons may be materially highen the amounts shown in our finan
statements. If we are required to materially insectne estimated liability recorded in our finahstatements with respect to unredeemec
cards, our net income could be materially and ablgraffected. Moreover, a successful challengautoposition could subject us to penal
or interest on unreported and unremitted sums,amdsuch penalties or interest would have a furthaterial adverse impact on our
income.

Government regulation of the internet and @mmerce is evolving, and unfavorable changes oiluiee by us to comply with the:
regulations could substantially harm our businesadresults of operations.

We are subject to general business regulatind laws as well as regulations and laws spaityf governing the internet andoemmerce
Existing and future regulations and laws could idg¢he growth of the internet or other online ssasi These regulations and laws
involve taxation, tariffs, subscriber privacy, daatection, content, copyrights, distribution, atenic contracts and other communicati
consumer protection, the provision of online paytrsemvices and the characteristics and quality of
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services. It is not clear how existing laws govegissues such as property ownership, sales aed @itkes, libel and personal privacy appl
the internet as the vast majority of these lawsevestopted prior to the advent of the internet amdat contemplate or address the unique it
raised by the internet or@mmerce. In addition, it is possible that governta@f one or more countries may seek to censaenbavailabl
on our websites and applications or may even attémpompletely block access to our websites. Aslwdegal or regulatory developme
could substantially harm our business. In particula the event that we are restricted, in wholdropart, from operating in one or m
countries, our ability to retain or increase ourssriber base may be adversely affected and wenoialye able to maintain or grow our reve
as anticipated.

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

Due to the global nature of the interneis ipossible that various states or foreign caestmight attempt to regulate our transmissiot
levy sales, income or other taxes relating to autiviies. Tax authorities at the internationaldéeal, state and local levels are curre
reviewing the appropriate treatment of companiegagad in internet commerce. New or revised inté@nat, federal, state or local 1
regulations may subject us or our subscribers thtiadal sales, income and other taxes. We canredigt the effect of current attempts
impose sales, income or other taxes on commercetbganternet. New or revised taxes and, in paldic sales taxes, VAT and similar ta
would likely increase the cost of doing businesknenand decrease the attractiveness of advertaintgselling goods and services ovel
internet. New taxes could also create significaoteases in internal costs necessary to captuee aadl collect and remit taxes. Any of tr
events could have an adverse effect on our busaressesults of operations.

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

A variety of federal, state and internatiblaws and regulations govern the collection, usention, sharing and security of consumer
The existing privacyelated laws and regulations are evolving and sulife potentially differing interpretations. In atidn, various federe
state and foreign legislative and regulatory bodiey expand current or enact new laws regardingapyi matters. For example, recently ti
have been Congressional hearings and increasedi@tt¢o the capture and use of locatimased information relating to users of smartph
and other mobile devices. We have posted privatigips and practices concerning the collection, arsé disclosure of subscriber data on
websites and applications. Several internet congsahave incurred penalties for failing to abidethyy representations made in their pri\
policies and practices. In addition, several sthgge adopted legislation that requires businessesplement and maintain reasonable sec
procedures and practices to protect sensitive patgoformation and to provide notice to consumiarshe event of a security breach. /
failure, or perceived failure, by us to comply withr posted privacy policies or with any datdated consent orders, Federal Trade Commi
requirements or orders or other federal, statatermational privacy or consumer protection-reldsaas, regulations or industry segulaton
principles could result in claims, proceedings ciicns against us by governmental entities or atloerother liabilities, which could advers
affect our business. In addition, a failure or péred failure to comply with industry standardswith our own privacy policies and practi
could result in a loss of subscribers or merchant$ adversely affect our business. Federal, stadeirdernational governmental authori
continue to evaluate the privacy implications irmrin the use of thirgarty web "cookies" for behavioral advertising. Tegulation of thes
cookies and other current online advertising pcasticould adversely affect our business.
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We may suffer liability as a result of informatioretrieved from or transmitted over the internet athims related to our service offerings.

We may be, and in certain cases have bmeg for defamation, civil rights infringement, higgnce, patent, copyright or tradem
infringement, invasion of privacy, personal injupypduct liability, breach of contract, unfair coetition, discrimination, antitrust or other le
claims relating to information that is publishednoade available on our websites or service offaring make available (including provisior
an application programming interface platform foird parties to access our website, mobile devéreises and geolocation applications).
risk is enhanced in certain jurisdictions outside United States, where our liability for such diparty actions may be less clear and we
be less protected. In addition, we could incur iigant costs in investigating and defending suldines, even if we ultimately are not fou
liable. If any of these events occurs, our netineaould be materially and adversely affected.

We are subject to risks associated witbrimfation disseminated through our websites andiegijuns, including consumer data, con
that is produced by our editorial staff and errmr&missions related to our product offerings. Siébrmation, whether accurate or inaccul
may result in our being sued by our merchants, @iliErs or third parties and as a result our regeswod goodwill could be materially ¢
adversely affected.

Our business depends on our ability to maintain aschle the network infrastructure necessary to opierour websites and applications, ¢
any significant disruption in service on our websg or applications could result in a loss of subibars or merchants.

Subscribers access our deals through obsites and applications. Our reputation and abiiitacquire, retain and serve our subscr
are dependent upon the reliable performance ofvelnsites and applications and the underlying ndtwdrastructure. As our subscriber b
and the amount of information shared on our websited applications continue to grow, we will neadrecreasing amount of network capa
and computing power. We have spent and expectritineee to spend substantial amounts on data ceatetequipment and related netw
infrastructure to handle the traffic on our welsiéad applications. The operation of these sysiemspensive and complex and could rest
operational failures. In the event that our sulimsribase or the amount of traffic on our websited applications grows more quickly tt
anticipated, we may be required to incur significadditional costs. Interruptions in these systewisgther due to system failures, comp
viruses or physical or electronic breigs; could affect the security or availability afrovebsites and applications, and prevent our sildese
from accessing our services. A substantial portbrour network infrastructure is hosted by thparty providers. Any disruption in the
services or any failure of these providers to haredisting or increased traffic could significantigrm our business. Any financial or of
difficulties these providers face may adverselyeetffour business, and we exercise little contra@rahese providers, which increases
vulnerability to problems with the services theyyde. If we do not maintain or expand our netwarkastructure successfully or if \
experience operational failures, we could lose emtriand potential subscribers and merchants, widehd harm our operating results .
financial condition.

Our business depends on the development and magmee of the internet infrastructure.

The success of our services will dependelgr on the development and maintenance of thernateinfrastructure. This includ
maintenance of a reliable network backbone with tleeessary speed, data capacity and security, #saweimely development
complementary products, for providing reliable inet access and services. The internet has expederand is likely to continue
experience, significant growth in the number ofressnd amount of traffic. The internet infrastruetmay be unable to support such dem:
In addition, increasing numbers of users, incregpdiandwidth requirements or problems caused byseguworms, malware and sim
programs may harm the performance of the interfileeé backbone computers of the internet have beertattyets of such programs. -
internet has
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experienced a variety of outages and other delsysrasult of damage to portions of its infrasuiuet and it could face outages and dela
the future. These outages and delays could redhgcketel of internet usage generally as well adekel of usage of our services, which cc
adversely impact our business.

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

We regard our subscriber list, trademasksyice marks, copyrights, patents, trade dreadetsecrets, proprietary technology and si
intellectual property as critical to our success] ave rely on trademark, copyright and patent lege secret protection and confidenti
and/or license agreements with our employees ametoto protect our proprietary rights. Effectimeellectual property protection may not
available in every country in which our deals ar@de available. We also may not be able to acquireaintain appropriate domain name
trademarks in all countries in which we do businésgthermore, regulations governing domain namag not protect our trademarks
similar proprietary rights. We may be unable toverd third parties from acquiring and using domzames that are similar to, infringe upol
diminish the value obur trademarks and other proprietary rights. We f@yunable to prevent third parties from using segistering ot
trademarks, or trademarks that are similar to,imirdsh the value of, our trademark in some coestri

We may not be able to discover or deterntirvieextent of any unauthorized use of our proanetights. Third parties that license
proprietary rights also may take actions that dighirthe value of our proprietary rights or repwtatiThe protection of our intellectual propt
may require the expenditure of significant finahe@ad managerial resources. Moreover, the steptalketo protect our intellectual prope
may not adequately protect our rights or preveind tharties from infringing or misappropriating cumoprietary rights. We are currently sub
to multiple litigations and disputes related to aatellectual property and service offerings. Weynia the future be subject to additio
litigation and disputes. The costs of supportinghslitigation and disputes are considerable, amtetitan be no assurances that favo
outcomes will be obtained.

We are currently subject to thipdsty claims that we infringe their proprietaryhig or trademarks and expect to be subject toiaddi
claims in the future. Such claims, whether or nefitorious, may result in the expenditure of sigaift financial and managerial resour
injunctions against us or the payment of damagessbyVWe may need to obtain licenses from thirdiggnvho allege that we have infring
their rights, but such licenses may not be avalan terms acceptable to us or at all. These Hake been amplified by the increase in t
parties whose sole or primary business is to assett claims.

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 subbers and merchants will be impaired and our busiseand operating results will t
harmed.

We believe that the brand identity thatlvewe developed has significantly contributed toshecess of our business. We also believe
maintaining and enhancing the "Groupon" brand iticat to expanding our base of subscribers andchaerts. Maintaining and enhancing
brand may require us to make substantial investnant these investments may not be successfule Ifait to promote and maintain 1
"Groupon" brand, or if we incur excessive expengeesis effort, our business, operating results indncial condition will be materially ai
adversely affected. We anticipate that, as our ptabkecomes increasingly competitive, maintaining anhancing our brand may becc
increasingly difficult and expensive. Maintainingdaenhancing our brand will depend largely on diilitg to be a group buying leader anc
continue to provide reliable, trustworthy and heglality deals, which we may not do successfully.
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We receive a high degree of media coveamgand the world. Unfavorable publicity or consurperception of our websites, applicatic
practices or service offerings, or the offeringsoof merchants, could adversely affect our repoatiesulting in difficulties in recruitin
decreased revenue and a negative impact on the atuaibmerchants we feature and the size of ourcsides base, the loyalty of ¢
subscribers and the number and variety of dealsffee each day. As a result, our business, findredadition and results of operations cc
be materially and adversely affected.

Acquisitions, joint ventures and strategic investmg could result in operating difficulties, dilutio and other harmful consequence

We expect to continue to evaluate and clamsh wide array of potential strategic transaatoncluding acquisitions and disposition:
businesses, joint ventures, technologies, servimesiucts and other assets and strategic invessm&nany given time, we may be engage
discussions or negotiations with respect to onmare of these types of transactions. Any of thessestctions could be material to our finar
condition and results of operations. The procesdnt#grating any acquired business may create aséem operating difficulties &
expenditures and is itself risky. The areas whezanay face difficulties include:

. diversion of management time, as well as a shiffostis from operating the businesses to issuesetel® integration ar
administration, particularly given the number, sirel varying scope of our recent acquisitions;

. the need to integrate each company's accountingagesnent, information, human resource and otheirashnative systems
permit effective management, and the lack of caiftsuch integration is delayed or not implemented

. the need to implement controls, procedures anaipsliappropriate for a public company at compatfias prior to acquisitic
had lacked such controls, procedures and policies;

. in some cases, the need to transition operatiots@pscribers onto our existing platforms; and

. liability for activities of the acquired company fbee the acquisition, including violations of lawsyles and regulatior
commercial disputes, tax liabilities and other kmaand unknown liabilities.

Moreover, we may not realize the anticigalenefits of any or all of our acquisitions, or wy not realize them in the time fra
expected. Future acquisitions or mergers may requsrto issue additional equity securities, spesdbstantial portion of our available cast
incur debt or liabilities, amortize expenses ralateintangible assets or incur wribéfs of goodwill, which could adversely affect awsults o
operations and dilute the economic and voting sigtfitour stockholders.

Our total number of subscribers may be higher théme number of our actual subscribers and may not tepresentative of the number
persons who are active potential custome

Our total number of subscribers may be digthan the number of our actual subscribers becaome subscribers have mult
registrations, other subscribers have died or becmtapacitated and others may have registeredr dictitous names. Given the challen
inherent in identifying these subscribers, we dbhrave a reliable system to accurately identify thenber of actual subscribers, and thu:
rely on the number of total subscribers as our mreasf the size of our subscriber base. In additie® number of subscribers includes the
number of individuals that have completed regigirathrough a specific date, less individuals whaveh unsubscribed, and should no
considered as representative of the number of persbo continue to actively consider our dealsdweawing our email offers.
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Our business may be subject to seasonal sales dltbdns which could result in volatility or have aadverse effect on the market price
our common stock.

Our business, like that of our merchantay foe subject to some degree of sales seasorfaitthe growth of our business stabilizes, tl
seasonal fluctuations may become more evident.0Bality may cause our working capital cash flowuiegments to vary from quarter
guarter depending on the variability in the voluam timing of sales. These factors, among otheigthimake forecasting more difficult
may adversely affect our ability to manage workaagital and to predict financial results accuratelpich could adversely affect the mal
price of our common stock.

We depend on the continued growth of online comneerc

The business of selling goods and servses the internet, particularly through coupongjysamic and relatively new. Concerns al
fraud, privacy and other problems may discouraghtiadal consumers and merchants from adoptingrttegnet as a medium of commerce
countries such as the U.S., Germany, the Unitedyédm, France and Japan, where our services andeocdimmerce generally have b
available for some time and the level of marketgteation of our services is high, acquiring newssulbbers for our services may be
difficult and costly than it has been in the pdst.order to expand our subscriber base, we muséap and acquire subscribers \
historically have used traditional means of commagocpurchase goods and services and may preénéattanalogues to our offerings, suc
the retailer's own website. If these consumers @tovbe less active than our earlier subscribersyenare unable to gain efficiencies in
operating costs, including our cost of acquiringvrseibscribers, our business could be adverselydtaga

Our business is subject to interruptions, delaysfailures resulting from earthquakes, other naturaatastrophic events or terrorism.

Our services, operations and the data cerftem which we provide our services are vulnezatd damage or interruption fre
earthquakes, fires, floods, power losses, teleconigations failures, terrorist attacks, acts of wanmnan errors, breaks and similar events.
significant natural disaster, such as an earthguiieeor flood, could have a material adverse ioigan our business, financial condition
results of operations and our insurance coveragebmaansufficient to compensate us for losses tinay occur. Acts of terrorism could ca
disruptions to the internet, our business or thenemy as a whole. We may not have sufficient ptaiacor recovery plans in cert:
circumstances, such as natural disasters affeetings where data centers upon which we rely amddec and our business interrup
insurance may be insufficient to compensate usdsses that may occur. Such disruptions could neggtimpact our ability to run o
websites, which could harm our business.

Our results of operations may be negatively impakthy investments we make as we enter new produdtsarvice categories.

We have offered Groupons in over 140 défertypes of businesses, services and activitesfal into six broad categories. We inten
continue to invest in the development of our ergptcategories and to expand into new categoriesmaie make substantial investment
such new categories in anticipation of future reserWWe may also face greater competition in speci#itegories from internet sites that
more focused on such categories. If the launch oéw category requires investments greater thaexpect, if we are unable to gene
sufficient merchant offers which are of high qualitalue and variety or if the revenue generatethfa new category grows more slowly
produces lower gross profit than we expect, owlte®f operations could be adversely impacted.

24




Table of Contents

Failure to deal effectively with fraudulent transdions and subscriber disputes would increase owsdaate and harm our business.

Groupons are issued in the form of rededenatupons with unique identifiers. It is possitilat consumers or other third parties will <
to create counterfeit Groupons in order to fraudilyepurchase discounted goods and services franmeuchants. While we use advanced anti-
fraud technologies, it is possible that technic&ipwledgeable criminals will attempt to circumvenir antifraud systems using increasin
sophisticated methods. In addition, our servicddcbe subject to employee fraud or other interealsity breaches, and we may be requirt
reimburse consumers and/or merchants for any fetmlen or revenue lost as a result of such breagdes merchants could also reqt
reimbursement, or stop using Groupon, if they #fiected by buyer fraud or other types of fraud.

We may incur significant losses from frardl counterfeit Groupons. We may incur losses ftams that the consumer did not authc
the purchase, from merchant fraud, from erronemmsmissions, and from consumers who have closaddaounts or have insufficient fu
in them to satisfy payments. In addition to theedircosts of such losses, if they are related eéditcard transactions and become exces
they could potentially result in our losing thehigo accept credit cards for payment. If we wanahle to accept credit cards for payment
would suffer substantial reductions in revenue,clvhivould cause our business to suffer. While weettaken measures to detect and reduc
risk of fraud, these measures need to be continimproved and may not be effective against newandinually evolving forms of fraud or
connection with new product offerings. If these meas do not succeed, our business will suffer.

We are exposed to fluctuations in currency exchangées and interest rates.

Because we conduct a significant and grgwiortion of our business outside the United Statgsreport our financial results in U
dollars, we face exposure to adverse movementarierecy exchange rates. The results of operatibosiointernational segment are expc
to foreign exchange rate fluctuations as the firnesults are translated from the local curreimtg U.S. dollars upon consolidation. If
U.S. dollar weakens against foreign currencies, tthaslation of these foreign currency denominatatsactions will result in increas
revenue, operating expenses and net income. Siyiiathe U.S. dollar strengthens against fore@mrencies, the translation of these for
currency denominated transaction will result inrdased revenue, operating expenses and net iné&srexchange rates vary, sales and «
operating results, when translated, may differ mltg from expectations.

In addition, we face exposure to fluctuasién interest rates which may impact our investnome unfavorably.
We are subject to payments-related risks.

We accept payments using a variety of naghimmcluding credit card, debit card and gift fiedtes. As we offer new payment option:
consumers, we may be subject to additional regudaticompliance requirements and fraud. For cegayment methods, including credit
debit cards, we pay interchange and other feeghamiay increase over time and raise our operatisgscand lower profitability. We rely
third parties to provide payment processing sesvigecluding the processing of credit cards andtdstyds and it could disrupt our busines
these companies become unwilling or unable to piothese services to us. We are also subject tmgratycard association operating ru
certification requirements and rules governing tetedc funds transfers, which could change or biateepreted to make it difficult
impossible for us to comply. If we fail to complitlvthese rules or requirements, we may be subgefihes and higher transaction fees
lose our ability to accept credit and debit cargrpants from consumers or facilitate other typesomifne payments, and our business
operating results could be adversely affected.
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We are also subject to or voluntarily coypith a number of other laws and regulations netpto money laundering, international mo
transfers, privacy and information security anadetmic fund transfers. If we were found to be iolation of applicable laws or regulations,
could be subject to civil and criminal penaltiefanced to cease our payments services business.

Federal laws and regulations, such as the Bank Saxyr Act and the USA PATRIOT Act and similar foreigaws, could be expanded
include Groupons.

Various federal laws, such as the Bank &gcAct and the USA PATRIOT Act and foreign lawslaegulations, such as the Eurof
Directive on the prevention of the use of the ficiahsystem for the purpose of money laundering tenebrist financing, impose certain anti-
money laundering requirements on companies thafirmaacial institutions or that provide financialgglucts and services. For these purpt
financial institutions are broadly defined to indtumoney services businesses such as money trérsiniheck cashers and sellers or issut
stored value cards. Examples of amtiney laundering requirements imposed on finanaigtitutions include subscriber identification
verification programs, record retention policiesl garocedures and transaction reporting. We do alieve that we are a financial institut
subject to these laws and regulations based, ity ppon the characteristics of Groupons and owe mith respect to the distribution
Groupons to subscribers. However, the Financiam€si Enforcement Network, a division of the U.S.abey Department tasked w
implementing the requirements of the Bank Secrecl) fecently proposed amendments to the scopeeamndrements for parties involved
stored value or prepaid access cards, includingposed expansion of financial institutions to urtg sellers or issuers of prepaid access (
In the event that this proposal is adopted as egait is possible that a Groupon could be comsitla financial product and that we could
financial institution. In the event that we becosubject to the requirements of the Bank SecrecyofAeny other antinoney laundering law
regulation imposing obligations on us as a moneyises business, our regulatory compliance costnéet these obligations would lik
increase which could reduce our net income.

State and foreign laws regulating money transmissiocould be expanded to include Groupotr

Many states and certain foreign jurisdictiampose license and registration obligationshwsé companies engaged in the busine
money transmission, with varying definitions of witanstitutes money transmission. We do not culydsglieve we are a money transmi
given our role and the product terms of Groupormweler, a successful challenge to our positionxpassion of state or foreign laws cc
subject us to increased compliance costs and delegbility to offer Groupons in certain jurisdimtis pending receipt of any necessary lice
or registrations.

Current uncertainty in global economic condition®ald adversely affect our revenue and business.

Our operations and performance depend atdwime economic conditions, which deterioratech#figantly in the United States and ot
countries in late 2008 and through 2009. The ctigeanomic environment continues to be uncertadies€ conditions may make it difficult
our merchants to accurately forecast and plandubussiness activities, and could cause our mersharierminate their relationships with u:
could cause our subscribers to slow or reduce #pEnding. Furthermore, during challenging econaimes, our merchants may face is
gaining timely access to sufficient credit, whiahutd result in their unwillingness to continue withr service or impair their ability to me
timely payments to us. If that were to occur, weyragperience decreased revenue, be required teaserour allowance for doubtful accol
and our days receivables outstanding would be nefimpacted. If we are unable to finance ourragiens on acceptable terms as a resi
renewed tightening in the credit markets, we mayeernce increased costs or we may not be abléfdotigely manage our business.
cannot predict the timing, strength or duratiorany economic slowdown or subsequent economic
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recovery, worldwide, in the United States or in dnolustry. These and other economic factors coaleeha material adverse effect on
financial condition and operating results.

Our management team has a limited history of worgitpgether and may not be able to execute our basmplan.

Our management team has worked togethesrfiyra limited period of time and has a limiteddk record of executing our business
as a team. We have recently filled a number oftjmrs in our senior management and finance andusttwy staff. Accordingly, certain k
personnel have only recently assumed the dutiesespibnsibilities they are now performing. In aibdif certain of our executives have limi
experience managing a large global business oparaticcordingly, it is difficult to predict whetherur management team, individually
collectively, will be effective in operating our finess.

Our management team has limited experience managingublic company, and regulatory compliance mayeti its attention from the day-
to-day management of our business.

The individuals who now constitute our mgemment team have limited experience managing aighytttaded company and limit
experience complying with the increasingly complaws pertaining to public companies. Our managentesitn may not successfully
efficiently manage our transition to being a puldampany that will be subject to significant redgatgt oversight and reporting obligatic
under the federal securities laws. In particulaese new obligations will require substantial ateenfrom our senior management and c
divert their attention away from the dayday management of our business, which could m#liedad adversely impact our busin
operations.

We will incur increased costs as a result of beiagublic company.

We will face increased legal, accountingmaistrative and other costs and expenses asl& mampany that we do not incur as a pri'
company. The Sarban&@xley Act of 2002, including the requirements ofct@n 404, as well as new rules and regulationsagbent!
implemented by the Securities and Exchange Comanissir the SEC, the Public Company Accounting GgbtsBoard and the exchange
which our Class A common stock is listed, imposditamhal reporting and other obligations on puldammpanies. We expect that complia
with these public company requirements will inceeasur costs and make some activities more tomsuming. A number of thc
requirements will require us to carry out acti\stige have not done previously. For example, weadtpt new internal controls and disclo:
controls and procedures. In addition, we will in@additional expenses associated with our SEC reygorequirements. For example, ur
Section 404 of the Sarbanes-Oxley Act, for our ahmaport on Form 16 for our fiscal year ending December 31, 2012, wilk need tc
document and test our internal control proceduwesmanagement will need to assess and report oim@unal control over financial reporti
and our independent registered public accountimg fill need to issue an opinion on the effectivenef those controls. Furthermore, if
identify any issues in complying with those regoients (for example, if we or our accountants idgrai material weakness or signific
deficiency in our internal control over financiaporting), we could incur additional costs rectifyithose issues, and the existence of 1
issues could adversely affect us, our reputatiomweestor perceptions of us. We also expect thatilltbe difficult and expensive to obte
director and officer liability insurance, and weynrze required to accept reduced policy limits aodetage or incur substantially higher cos
obtain the same or similar coverage. As a reguthaly be more difficult for us to attract and ratgualified persons to serve on our boat
directors or as executive officers. Advocacy eHoby stockholders and thighrties may also prompt even more changes in catg
governance and reporting requirements. We expexdt ttie additional reporting and other obligationgp@ésed on us by these rules
regulations will increase our legal and financiampliance costs and the costs of our related legadounting and administrative activit
significantly. These increased costs will requisetal divert a significant amount of money that welld otherwise use to expand our busi
and achieve our strategic objectives.
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Our ability to raise capital in the future may bénited, and our failure to raise capital when neeatleould prevent us from growing.

We may in the future be required to raiapital through public or private financing or otteerangements. Such financing may nc
available on acceptable terms, or at all, and aimrke to raise capital when needed could harmboginess. Additional equity financing n
dilute the interests of our common stockholders] debt financing, if available, may involve redtiie covenants and could reduce
profitability. If we cannot raise funds on accepaterms, we may not be able to grow our businesespond to competitive pressures.

Risks Related to the Securities Markets and Ownersp of Our Class A Common Stock
Our Class A common stock has no prior market. Weagat assure you that our stock price will not dewd after the offering.

Before this offering, there has not beepuélic market for our Class A common stock, andaative public market for our Class
common stock may not develop or be sustained tfiteoffering. The market price of our Class A coomstock could be subject to signific
fluctuations after this offering. The price of ostiock may change in response to variations in @arating results and also may chanc
response to other factors, including factors speif technology companies, many of which are beyouar control. Among the factors t
could affect our stock price are:

. the financial projections that we may choose tovigl® to the public, any changes in these projestionour failure for ar
reason to meet these projections;

. the development and sustainability of an activditrgumarket for our Class A common sto

. success of competitive products or services;

. the public's response to press releases or oth#icpannouncements by us or others, including dings with the SEC ar

announcements relating to litigation;

. speculation about our business in the press dnttestment community

. future sales of our Class A common stock by ounifitant stockholders, officers and directors;
. changes in our capital structure, such as futw@aisces of debt or equity securities;

. our entry into new market

. regulatory developments in the United States agifpr countries;

. strategic actions by us or our competitors, sucdicgsiisitions or restructurings; and

. changes in accounting principle

In particular, we cannot assure you that will be able to resell your shares of our Classofnmon stock at or above the initial pu
offering price. The initial public offering priceilvbe determined by negotiations between the regmatives of the underwriters and us.

The concentration of our capital stock ownershipttviour founders, executive officers, employees aticectors and their affiliates will limi
your ability to influence corporate matter.

After this offering, our Class B commoncitavill have votes per share and @larss A common stock, which is the stock we
selling in this offering, will have one vote perasd. We anticipate that our founders, executivicedf§, employees and directors and !
affiliates will together own approximately &b our outstanding capital stock, representingraxmately % of the voting power of «
outstanding capital stock. In particular, followitigs offering, our founders, Eric P. Lefkofsky a8ltey A. Keywell and Andrew D. Mason, v
control 100% of our outstanding Class B
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common stock and approximately % of our munding Class A common stock, representing apprateiyn % of the voting power
our outstanding capital stock. Messrs. Lefkofskgy®ell and Mason will therefore have significarfluence over management and affairs
over all matters requiring stockholder approvatiuding the election of directors and significaotmorate transactions, such as a merg
other sale of our company or its assets, for thesteable future. In addition, because of this dlasls structure, Messrs. Lefkofsky, Key
and Mason will continue to be able to control alttars submitted to our stockholders for approvaneif they own less than 50% of
outstanding shares of our capital stock. This cotmaged control will limit your ability to influeres corporate matters and, as a result, we
take actions that our stockholders do not view exseficial. As a result, the market price of our Bl& common stock could be adver:
affected.

Possible future sales of shares by our stockholdersld negatively affect our stock price after thifering.

Sales of a substantial number of sharemuofClass A common stock in the public market afftés offering, or the perception that th
sales might occur, could depress the market pficaioClass A common stock and could impair outigbio raise capital through the sale
additional equity securities. Based on the totahber of shares of our common stock outstanding &aoch 31, 2011, upon completion of 1
offering, we will have sharef Class A common stock and 1,199,988 sharedasis@ common stock outstanding, assumir
exercise of our outstanding options and the sale of shares of our Class A commtmck to be sold by the selling stockholders.

All of the shares of Class A common stoclkd $n this offering will be freely tradable withbeestrictions or further registration under
Securities Act of 1933, as amended, or the Seesrfct, except for any shares held by our affiiae defined in Rule 144 under the Secu
Act. Substantially all of the remaining shares of Class A common stock and 9988 shares of Class B common s
outstanding after this offering, based on shardstanding as of March 31, 2011, will be restricesia result of securities laws, logkg-
agreements or other contractual restrictions tastrict transfers for at least 180 days after the @f this prospectus (or such earlier da
dates as agreed between us and Morgan Stanley &L@), subject to certain extensions.

Morgan Stanley & Co. LLC may, in its solesatetion, release all or some portion of the shaubject to lockip agreements prior
expiration of the lock-up period.

We have established our 2010 Stock Plagjnaily effective April 16, 2010 and most recentdynended on April 1, 2011, or the 2i
Plan. The 2010 Plan allows us to issue, among dtiiegs, stock options, restricted stock units aestricted stock to eligible employ:
(including our named executive officers), directarsl advisors, as determined by the compensationmittee of our board of directors. \
also maintain the 2008 Stock Option Plan, originaffective January 15, 2008, or the 2008 Plansyamt to which stock options are curre
outstanding (although no future awards may be gochnohder the 2008 Plan). We intend to file a regfigtn statement under the Securities
as soon as practicable after the completion ofdffering to cover the issuance of shares uporettezcise of options granted under the -
Plan and the 2008 Plan, and of shares granted uhde2010 Plan. As a result, any shares issuedamtef under the 2010 Plan after
completion of this offering also will be freely trable in the public market, subject to logg-agreements as applicable. If equity securitie
issued under the 2010 Plan or the 2008 Plan dagérceived that they will be sold in the publianket, then the price of our Class A comi
stock could decline substantially.

We will have broad discretion in using our net preeds from this offering, and the benefits from ouse of the proceeds may not m
investors' expectations.

Our management will have broad discretivardhe allocation of our net proceeds from thieifig as well as over the timing of their
without stockholder approval. We have not yet dateed how the net proceeds of this offering todmeived by us that will be used, other 1
for working capital and other
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general corporate purposes. As a result, investitkbe relying upon management's judgment withydithited information about our speci
intentions for the use of our net proceeds from tfiering. Our failure to apply these proceedsdtffrely could cause our business to suffer.

If securities analysts do not publish research disecurities analysts or other third parties putiisnaccurate or unfavorable research abc
us, the price of our Class A common stock could liex

The trading market for our Class A commtatk will rely in part on the research and repéhtst securities analysts and other third pe
choose to publish about us. We do not control tleesdysts or other third parties. The price of Glass A common stock could decline if
or more securities analysts downgrade our Classmnton stock or if one or more securities analyststioer third parties publish inaccuratt
unfavorable research about us or cease publiskpgts about us.

Because our existing investors paid substantialigs than the initial public offering price when tlyepurchased their shares, new invest
will incur immediate and substantial dilution in tair investment.

Investors purchasing shares of Class A comstock in this offering will incur immediate asdbstantial dilution in net tangible bc
value per share because the price that new ingeptr will be substantially greater than the nagiiale book value per share of the sh
acquired. This dilution is due in large part to thet that our existing investors paid substantibdks than the initial public offering price wi
they purchased their shares of Class A common stockddition, upon the completion of this offerjirthhere will be options to purch
12,305,008 shares of our Class A common stock andgtg and restricted stock units with respect 842,856 shares of Class A comr
stock, based on the number of options and redadristieck units outstanding on March 31, 2011. Toetktent such options are exercised ir
future, there will be further dilution to new invess.

The initial public offering price for théares sold in this offering was determined by niagjohs between us and the representatives
underwriters and may not be indicative of pricest thill prevail in the trading market. See "Undeitimg" for a discussion of the determinat
of the initial public offering price.

We do not intend to pay dividends for the foreseledinture.

We intend to retain all of our earnings tbe foreseeable future to finance the operatioth expansion of our business and do
anticipate paying cash dividends. As a result, gan expect to receive a return on your investmemuir Class A common stock only if -
market price of the stock increases.

Provisions in our charter documents and under Delare law could discourage a takeover that stockhoklmay consider favorable

Provisions in our certificate of incorpaoat and bylaws, as amended and restated upondbimglof this offering, may have the effec
delaying or preventing a change of control or clesrig our management. These provisions includéottoving:

. Our certificate of incorporation provides for a dakss common stock structure. As a result of stiscture, our founders w
have significant influence over all matters requristockholder approval, including the electiondafectors and significa
corporate transactions, such as a merger or otthero$ our company or its assets. This concentratedrol could discouray
others from initiating any potential merger, takeowr other change of control transaction that rogteckholders may view
beneficial.
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. Our board of directors has the right to elect doecto fill a vacancy created by the expansiotthef board of directors or t
resignation, death or removal of a director, whprevents stockholders from being able to fill vazias on our board
directors.

. Special meetings of our stockholders may be calldg by our Executive Chairman of the Board, ouieCtExecutive Officel

our board of directors or holders of not less ttrenmajority of our issued and outstanding cagitatk. This limits the ability «
minority stockholders to take certain actions withan annual meeting of stockholders.

. Our stockholders may not act by written consenessithe action to be effected and the taking df sution by written conse
is approved in advance by our board of directors.afresult, a holder, or holders, controlling aarigj of our capital stoc
would generally not be able to take certain actisitiout holding a stockholders' meeting.

. Our certificate of incorporation prohibits cumulegi voting in the election of directors. This limitse ability of minorit
stockholders to elect director candidates.

. Stockholders must provide timely notice to nominattividuals for election to the board of directansto propose matters tl
can be acted upon an annual meeting of stockholddrsse provisions may discourage or deter a pateatquiror fron
conducting a solicitation of proxies to elect tlegairor's own slate of directors or otherwise afiéng to obtain control of o
company.

. Our board of directors may issue, without stockboldpproval, shares of undesignated preferred siduok ability to authoriz

undesignated preferred stock makes it possibl@diorboard of directors to issue preferred stockwibting or other rights
preferences that could impede the success of &yt to acquire us.

For a description of our capital stock, 4@escription of Capital Stock."
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SPECIAL NOTE REGARDING
FORWARD-LOOKING STATEMENTS AND INDUSTRY DATA

This prospectus includes forwdodking statements. All statements other than stat#s of historical facts contained in this prosps
including statements regarding our future resulteperations and financial position, business egatand plans and our objectives for fu
operations, are forwardoking statements. The words "believe,” "may," IIWi"estimate," "continue,” "anticipate,” "intend,expect" an
similar expressions are intended to identify fodvlroking statements. We have based these forleaidng statements largely on our cur
expectations and projections about future evendsfamancial trends that we believe may affect doaficial condition, results of operatic
business strategy, short-term and long-term busimgerations and objectives, and financial neetles@ forwardeoking statements &
subject to a number of risks, uncertainties andirapions, including those described in "Risk FaztoMoreover, we operate in a v
competitive and rapidly changing environment. Né&sks emerge from time-time. It is not possible for our management to oteall risks
nor can we assess the impact of all factors orbasiness or the extent to which any factor, or doatibn of factors, may cause actual re:
to differ materially from those contained in anyviardlooking statements we may make. In light of thaskst uncertainties and assumptis
the forwardlooking events and circumstances discussed irptioispectus may not occur and actual results caffiet dnaterially and adverse
from those anticipated or implied in the forward#ing statements.

Factors that may cause actual resultsfterdrom expected results include, among others:

. our future financial performance, including our eaue, gross profit, operating expenses and ouityabil attain or increa:
profitability;

. our ability to retain and grow our merchant andssuiber bases

. competition in our busines

. our ability to recover subscriber acquisition cpsts

. our ability to maintain favorable payment termshadur merchants;

. our liability with respect to unredeemed Groupon@oreases in refund rate

. restrictions on our ability to send emails or mgssa

. our international expansion;

. the effect of laws applying to our busine

. our ability to maintain the network infrastructurecessary to operate our websites and applica

. our ability to adequately protect our intellectpebperty rights; and

. the increased costs associated with being a pobfigpany.

You should not rely upon forwalabking statements as predictions of future evehlthiough we believe that the expectations reflédt
the forwardlooking statements are reasonable, we cannot giegrghat the future results, levels of activityrfpenance or events a
circumstances reflected in the forwdodking statements will be achieved or occur. Mo neither we nor any other person assi
responsibility for the accuracy and completenesb®fforward-looking statements. We undertake figation to update publicly any forward-
looking statements for any reason after the dathisfprospectus to conform these statements tmbiasults or to changes in our expectations.

You should read this prospectus and thaigients that we reference in this prospectus ane filed with the SEC as exhibits to
registration statement of which this prospectus jmart with the understanding that our actual Binasults, levels of activity, performance
events and circumstances may be materially diffdrem what we expect.
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Unless otherwise indicated, informationtaimed in this prospectus concerning our industy e market in which we operate, incluc
our general expectations and market position, nianiportunity and market size, is based on infoiomafrom various sources, on assumpt
that we have made that are based on those datatl@dsimilar sources and on our knowledge of tlaekets for our offerings. These d
involve a number of assumptions and limitations] gou are cautioned not to give undue weight tdsgtimates. We have not independe
verified any thirdparty information and cannot assure you of its ey or completeness. While we believe the marksitipn, marke
opportunity and market size information includedhis prospectus is generally reliable, such infmiion is inherently imprecise. In additi
projections, assumptions and estimates of our éup@rformance and the future performance of thestrg in which we operate is necess:
subject to a high degree of uncertainty and ris& thua variety of factors, including those desdilie "Risk Factors" and elsewhere in
prospectus. These and other factors could causksés differ materially from those expressedtia estimates made by the independent p
and by us.
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USE OF PROCEEDS

We estimate that our net proceeds fromstile of the Class A common stock offered by us bl approximately $ millic
assuming an initial public offering price of $ per share, which is the midpoint of the mneflected on the cover page of this prospe
and after deducting estimated underwriting disceamd commissions and estimated offering expersgbte by us. If the underwriters' opt
to purchase additional shares in this offering xsreised in full, we estimate that our net procewis be approximately $ , af
deducting estimated underwriting discounts and casions and estimated offering expenses payablesbye will not receive any procet
from the sale of shares of Class A common stockhbyselling stockholders. A $1.00 increase or dexrén the assumed initial public offer
price of $ per share would increaseamréase the net proceeds to us from the offeringppyoximately $ million, assuming
number of shares offered by us remains the samafémddeducting estimated underwriting discoumts @ommissions and estimated offe
expenses payable by us. Similarly, each increagieaease of one million shares in the number afeshof Class A common stock offerec
us would increase or decrease the net proceeds from this offering by approximately $ million, assuming the assumed initial pu
offering price remains the same and after dedueBignated underwriting discounts and commissionsestimated offering expenses pay
by us.

We intend to use the net proceeds to us ffos offering for working capital and other geslerorporate purposes, which may include
acquisition of other businesses, products or teldigies; however, we do not have any commitmentsafgr acquisitions at this time. We v
have broad discretion in the way we use the netgmds. Pending use of the net proceeds as desaifimee, we intend to invest the
proceeds in money market funds and investment gialdesecurities.

DIVIDEND POLICY

We declared dividends on our preferred lstiocthe amounts of $0.3 million, $5.6 million ai$d.4 million in 2008, 2009 and 20:
respectively. We declared dividends on our commooksin the amount of $21.3 million in 2009; we didt declare any dividends on
common stock in 2008 or 2010. We currently do muicgpate paying any cash dividends on our Clasofmon stock or Class B comn
stock in the foreseeable future. Any future deteation to declare cash dividends will be made atdiscretion of our board of directc
subject to applicable laws and will depend on dnairicial condition, results of operations, capitgjuirements, general business conditions
other factors that our board of directors may deelevant.
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CAPITALIZATION
The following table sets forth our cash aadh equivalents and capitalization as of Marc2811 on:

. an actual basi

. a pro forma basis giving effect to (i) the recapitgion of all outstanding shares of our capitaick (other than our Series
preferred stock) into 296,140,145 shares of ClassrAmon stock and all outstanding shares of oueS& preferred stock in
1,199,988 shares of Class B common stock immegligigbr to the closing of this offering; and (ih¢ amendment a
restatement of our certificate of incorporation mploe closing of this offering; and

. a pro forma as adjusted basis giving further effedhe sale by us of Class A common stock in dfffiering at an assumed init
public offering price of $ per share,ighhis the midpoint of the range reflected on theer page of this prospectus, a
deducting estimated underwriting discounts and caesions and estimated offering expenses payablesby

The information below is illustrative ondnd our cash and cash equivalents and capitaliz&iitowing the completion of this offeril
will be based on the actual initial public offeripgce and other terms of this offering determiag¢gricing. You should read this table toge
with "Management's
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Discussion and Analysis of Financial Condition &ebults of Operations" and our consoliddiadncial statements and related notes incl
elsewhere in this prospectus.

As of March 31, 2011
Pro Forma

Actual Pro Forma  As Adjusted (Y
(unaudited)
(in thousands)
Cash and cash equivale $ 208,68 $

Total debt $ — $
Redeemable noncontrolling intere 2,74¢
Stockholders' (deficit) equity
Common Stocl
Class A Common Stock, par value $0.0001 per simarshares authorized, ni
shares issued and outstanding, actual; hares authorized,
296,140,145 shares issued and outstanding, praform  shares
authorized, shares issued and outsigngio forma as adjustt —
Class B Common Stock, par value $0.0001 per sharshares authorized, ni
shares issued and outstanding, actual; hares authorized,
1,199,988 shares issued and outstanding, pro forma; shares
authorized, shares issued and outstgndio forma as adjuste —
Voting common stock, $0.0001 par value, 500,000 $}¢dres authorized,
211,495,998 shares issued and 144,681,311 shastaraiing, actual; no
shares authorized, no shares issued and outstapdofprma and pro form
as adjuste! 4
Non-voting convertible common stock, $0.0001 par vali@#,000,000 shares
authorized, 8,230,928 shares issued and 5,997(&t8soutstanding, actu
no shares authorized, no shares issued and outgjapdo forma and pro
forma as adjuste —
Preferred Stoc
Preferred Stock, par value $0.0001 per share, astauthorized, issued an
outstanding, actual; authorized, noeti@gssued and outstanding, p
forma and pro forma as adjust —
Series B, convertible preferred stock, $0.0001vadue, 199,998 shares
authorized, issued and outstanding, actual; ncesteuthorized, no shares
issued and outstanding, pro forma and pro formadasstec —
Series D, convertible preferred stock, $0.0001vpéue, 6,560,174 shares
authorized and 5,956,420 shares issued and ouitstpradttual; no shares
authorized, no shares issued and outstandingppneafand pro forma as
adjustec —
Series E, convertible preferred stock, $0.0001vphre, 4,406,160 shares
authorized and 4,060,183 shares issued and ouitsggradtual; no shares
authorized, no shares issued and outstandingppmeafand pro forma as
adjustec —
Series F, convertible preferred stock, $0.0001vphre, 4,202,658 shares
authorized, issued and outstanding, actual; ncesteuthorized, no shares
issued and outstanding, pro forma and pro formedasstec 1
Series G, convertible preferred stock, $0.0001vpare, 30,075,690 shares
authorized, and 30,072,814 shares issued and oditstg actual; no shares
authorized, no shares issued and outstandingppmeafand pro forma as
adjustec 3
Treasury stocl (856,72))
Additional paic-in capital 1,373,17:
Stockholder receivabl (144
Accumulated defici (522,13()
Accumulated other comprehensive incc 12,90¢

Total Groupon, Inc. stockholders' eqL 7,08¢
Total capitalizatior $ 9,83( $ $

1) Each $1.00 increase (decrease) in the assumeal initblic offering price of $ per shaveuld increase (decrease) the amount of pro forsnadguste
cash and cash equivalents, additional paidapital, total Groupon, Inc. stockholders' eguind total capitalization we receive from this eofiig by
approximately $ million, assuming thember of shares offered by us, as set forth onctiver page of this prospectus, remains the sameatial
deducting the estimated underwriting discounts@mdmissions and estimated offering expenses payatls. Similarly, each increase (decrease) ofnoitlon
shares in the number of shares of Class A comnuak stffered by us would increase (decrease) cadltash equivalent
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additional paid-in capital, total Groupon, Inc.aktbolders' equity and total capitalization by apmately $ million, assuming the assdnetial public
offering price remains the same and after dedu@stgnated underwriting discounts and commissionbestimated offering expenses payable by us.

The table above excludes the following shares:

. 1,199,988 shares of Class A common stock issugdda the conversion of our Class B common stockwliabe outstanding after this offering;

. 12,305,008 shares of Class A common stock issuglale the exercise of stock options outstanding &4aoch 31, 2011 at a weighted average exe
price of $2.23 per share;

. 600,000 shares of Class A common stock issuable tipovesting of performance stock units grantezbimection with certain of our acquisitions;
. 2,649,856 shares of Class A common stock issugiua the vesting of restricted stock units granteden our 2010 Plan; and
. 1,288,376 shares of Class A common stock avaifabladditional grants under our 2010 Plan.
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DILUTION

If you invest in our Class A common stog&ur investment will be diluted immediately to teetent of the difference between the ptL
offering price per share of our Class A commonlstaed the pro forma net tangible book value peresbé our Class A and Class B comr
stock after this offering. Our pro forma net tarlgibook value as of March 31, 2011 was a deficamgroximately $(190.3) million, or $(0.¢
per share of Class A and Class B common stockfdPnoa net tangible book value per share repregbetamount of our total tangible ass
less our total liabilities, divided by the numbédrsbares of Class A and Class B common stock mdstg as of March 31, 2011, after giv
effect to the recapitalization of all outstandiritaes of our capital stock (other than our Seriggdderred stock) into 296,140,145 share
Class A common stock and all outstanding sharemupfSeries B preferred stock into 1,199,988 shafd&3lass B common stock immediat
prior to the closing of this offering.

Net tangible book value dilution per sherenew investors represents the difference betwleermamount per share paid by purchase
shares of Class A common stock in this offering #rel pro forma net tangible book value per shar€lass A and Class B common st
immediately after the completion of this offeringjfter giving effect to our sale of shares of Classommon stock in this offering at
assumed initial public offering price of $ per share, which is the midpoint of the rangefa#h on the cover page of this prospectus,
after deducting estimated underwriting discountd eammissions and estimated offering expenses paysbus, our pro forma net tangi
book value as of March 31, 2011 would have been $ million, or $ per share. Thipresents an immediate increase in net tar
book value of $ per share to existiragkholders and an immediate dilution in net targisbok value of $ per share to inve:
purchasing Class A common stock in this offerimgillastrated in the following table:

Assumed initial public offering price per shareGss A common stoc $
Pro forma net tangible book value per share asaricM31, 201. $
Increase per share attributable to this offe $
Pro forma net tangible book value per share, asséatj to give effect to
this offering $
Dilution per share to new investc $
A $1.00 increase (decrease) in the assunitgl public offering price of $ pehare, which is the midpoint of the range set font
the cover page of this prospectus, would incredseréase) our pro forma as adjusted net tangiti& balue per share by $ , assut

the number of shares offered by us remains the sanset forth on the cover page of this prospeaidsafter deducting estimated underwri
discounts and commissions and estimated offeripgmrses payable by us.

If the underwriters exercise their optionpurchase additional shares of our Class A comstock in full, the pro forma as adjusted
tangible book value per share would be $ per share, the increase in pro forma net tangdibtk value per share to existing stockhol
would be $ per share and the dilutiongbare to new investors purchasing shares iroffesing would be $ per share.

The following table presents, on a pro farbtrasis as of March 31, 2011, after giving effecthte sale of shares of Cla
common stock and recapitalization of all of our itapstock (other than our Series B preferred stdoko 296,140,145 shares of Clas
common stock and all outstanding shares of oureS@&ipreferred stock into 1,199,988 shares of Basesmmon stock immediately prior
the closing of this offering, the differences betwehe existing stockholders and the purchasesharkes in
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this offering with respect to the number of shgreschased from us, the total consideration paidthaedverage price paid per share:

Shares Purchased Total Consideration Average
Price Per

Number Percent Amount Percent Share
Existing stockholder %$ %$
New public investor:
Total 100.(%$ 100.(%

A $1.00 increase (decrease) in the assunitgl public offering price of $ pehare, which is the midpoint of the range set font
the cover page of this prospectus, would incredseréase) total consideration paid by new invesipi , total consideration paid by
stockholders by $ and the average pimeshare paid by all stockholders by $ , in each case assuming the number of s
offered by us, as set forth on the cover page isfghospectus, remains the same, and without diedutite estimated underwriting discot
and commissions and estimated offering expensesbpaby us.

The foregoing calculations are based onTK145 shares of our Class A common stock oudstgras of March 31, 2011 and exclude:

. 1,199,988 shares of Class A common stock issugise the conversion of our Class B common stock whilitbe outstandin
after this offering;

. 12,305,008 shares of Class A common stock issugtie the exercise of stock options outstandingfddarch 31, 2011 at
weighted average exercise price of $2.23 per share;

. 600,000 shares of Class A common stock issuabla tipovesting of performance stock units grantecbimection with certa
of our acquisitions;

. 2,649,856 shares of Class A common stock issugdda the vesting of restricted stock units grantediem our 2010 Plan; ar

. 1,288,376 shares of Class A common stock avaifabladditional grants under our 2010 Pl

Sales by the selling stockholders in thfferong will cause the number of shares held bystxg stockholders to be redu
to shares, or % df thtal number of shares of our Class A and ClaserBmon stock outstanding after this offering.hid
underwriters' overallotment option is exercisedfull, the number of shares held by the existingcklmlders after this offering would
reduced to , or % of the totahmoer of shares of our Class A and Class B commack stutstanding after this offering, and
number of shares held by new investors would irsze@ , or % of the total numinérshares of our Class A common st
outstanding after this offering.

To the extent that any outstanding optiares exercised or outstanding restricted stock watt, new investors will experience fur
dilution. If all of these options were exercisediadl of these restricted stock units vest, thenentisting stockholders, including the holder
these options and restricted stock units, would own% and our new investors would own  oBthe total number of shares of our Clas
and Class B common stock outstanding upon thergosf this offering. The net tangible book value pbare after this offering would
$ , causing dilution to new investorsbof per share.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents selected cbdated financial and other data as of and forgheods indicated. Financial information
periods prior to 2008 has not been provided becatesdegan operations in 2008. The statements ofatipes data for the years en
December 31, 2008, 2009 and 2010 and the balarest slata as of December 31, 2009 and 2010 areedefiem our audited financ
statements included elsewhere in this prospectus.bBlance sheet data for the year ended Decertp2088 was derived from our unaud
financial statements which are not included in firigspectus. The summary consolidated statemerdperhtions data for the periods er
March 31, 2010 and 2011 and the balance sheetadat#f March 31, 2011 have been derived from oumudibed consolidated financii
statements included elsewhere in this prospectos.uhaudited information was prepared on a basisistent with that used to prepare
audited financial statements and includes all adjasts, consisting of normal and recurring itenfgt twe consider necessary for a
presentation of the unaudited period.

We made several acquisitions during 20d€uding the acquisitions of CityDeal and Qpod.irmr. Qpod. The consolidated statemen
operations, balance sheets and statements of bagé ihclude the results of entities acquired frima effective date of the acquisition
accounting purposes.

The following information should be reagether with the more detailed information contaiiretManagement's Discussion and Anal
of Financial Condition and Results of Operations aur consolidated financial statements and therapanying notes.

Year Ended December 31, Three Months Ended March 31,
2008 2009 2010 2010 2011
(unaudited) (unaudited)

(dollars in thousands, except share date
Consolidated
Statements of
Operations Data:

Revenue $ 91 % 30,47 $ 713,36¢ $ 44,23t $ 644,72
Cost of revenu 89 19,54: 433,41: 24,25 374,72¢
Gross profit 5 10,92¢ 279,95¢ 19,98t 270,00(
Operating expense
Marketing 162 4,54¢ 263,20: 3,98¢ 208,20¢
Selling, general an

administrative 1,47¢ 7,45¢ 233,91: 7,42¢ 178,93¢
Acquisitior-related — — 203,18 — —
Total operating

expense! 1,631 12,00¢ 700,29¢ 11,41« 387,14¢
(Loss) income from

operations (1,632 (1,077%) (420,349 8,571 (117,149

Interest and other

income (expense),

net 90 (16) 284 3 1,06(
Equity-method

investment activity,

net of tax — — — — (882

(Loss) income before
provision for

income taxes (1,542 (1,099 (420,060) 8,57¢ (116,970
Provision (benefit) fo

income taxe: — 24¢ (6,679 23 (3,079
Net (loss) income (1,542 (1,347 (413,38¢) 8,551 (113,89)

Less: Net loss
attributable to
noncontrolling
interests — — 23,74¢ — 11,22:

Net (loss) income
attributable to

Groupon, Inc . (1,542 (1,347 (389,64() 8,551 (102,66%)
Dividends or
preferred stocl 277) (5,57%) (1,367) (523) —

Redemption of
preferred stock in
excess of carrying
value — — (52,899 — (34,32)



Adjustment of

redeemable

noncontrolling

interests to

redemption valu —
Preferred stoc

distributions (339

(12,425

(9,485)

Net (loss) income
attributable to
common
stockholders $ (2,15¢ $

(6,916 $ (456,320 $

8,02¢

$

(146,48()

Net (loss) income pe
share
Basic $ 0.0 $
Diluted $ (0.01) ¢
Weighted average
number of shares
outstanding
Basic 166,738,12
Diluted 166,738,12

(0.04) $ (2.66) $
(0.04) $ (2.66) $

168,604,14
168,604,14

171,349,38
171,349,38

40

0.0
0.0¢

172,966,82
245,962,57

$
$

(0.95)
(0.95)

153,924,70
153,924,70
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Three Months Ended

Year Ended December 31, March 31,
2008 2009 2010 2010 2011
Key Operating Metrics:
Subscribers) * 1,807,27! 50,583,80 3,434,611 83,100,00
Cumulative customerd * 375,09¢ 9,031,80 874,01 15,803,99
Featured merchant® * 2,69t 66,28¢ 2,90 56,78:
Groupons sold" * 1,248,79; 30,296,077  1,760,39  28,094,74
* Not available
1) Reflects the total number of subscribers on thiedag of the applicable period.
) Reflects the total number of unique customershhae purchased Groupons from January 1, 2009 thritngglast day of the applicable period.
?3) Reflects the total number of merchants featuretiérapplicable period.
(4) Reflects the total number of Groupons sold in thgliaable period.
As of December 31, As of
March 31,
2008 2009 2010 2011
(unaudited)

(in thousands)
Consolidated Balance Sheet Dat¢

Cash and cash equivalel $ 2,96€ $ 12,31 $ 118,830 $ 208,68t
Working capital (deficit, 2,64: 3,98¢ (196,564 (228,74
Total asset 3,006 14,96:  381,57( 541,41(
Total lon¢-term liabilities — — 1,621 14,79(
Redeemable preferred stc 4,747 34,71 — —
Total Groupon, Inc. stockholders' (deficit) eqt (2,090 (29,969 8,071 7,08¢

Non-GAAP Financial Measures

We use adjusted consolidated segment apgritcome, or Adjusted CSOI, and free cash flonkag nonGAAP financial measure
Adjusted CSOI and free cash flow are used in aalditd and in conjunction with results presenteddoordance with GAAP and should no
relied upon to the exclusion of GAAP financial mezs.

Adjusted CSOI is operating income of oum taegments, North America and International, adpidbr online marketing expen
acquisition-related costs and stdu&sed compensation expense. Online marketing egppnsarily represents the cost to acquire
subscribers and is determined by the amount ofcsilles growth we wish to pursue. Acquisition-retateosts are non-recurring neash item
related to certain of our acquisitions. Stock-basemhpensation expense is a rash item. We consider Adjusted CSOI to be an iap«
measure of the performance of our business agiti@éss expenses that are nmash or otherwise not indicative of future opergtixpense
We believe it is important to view Adjusted CSOlaasomplement to our entire consolidated statenwfraperations.

Our use of Adjusted CSOI has limitationsaasanalytical tool, and you should not considés theasure in isolation or as a substitut
analysis of our results as reported under GAAP. &ofthese limitations are:

. Adjusted CSOI does not reflect the significant ciastestments that we currently are making to aegnéw subscribers;

. Adjusted CSOI does not reflect the potentially tile impact of issuing equi-based compensation to our management teal
employees or in connection with acquisitions;

. Adjusted CSOI does not reflect any interest expemgbe cash requirements necessary to serviceegtter principal paymer
on any indebtedness that we may incur;
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. Adjusted CSOI does not reflect any tax paymentswieamight make, which would represent a reducitiocash available to us;
. Adjusted CSOI does not reflect any foreign exchagajas and losse

. Adjusted CSOI does not reflect changes in, or cagbirements for, our working capital needs; and

. other companies, including companies in our ingustnay calculate Adjusted CSOI differently or maseuother financii

measures to evaluate their profitability, whichuees the usefulness of it as a comparative measure.

Because of these limitations, Adjusted CSkduld not be considered as a measure of diseegtiaccash available to us to invest in
growth of our business. When evaluating our perforog, you should consider Adjusted CSOI alongsierdinancial performance measu
including various cash flow metrics, net loss andather GAAP results.

Free cash flow, which is reconciled to "Neksh (used in) provided by operating activitigs,tash flow from operations reduced
"Purchases of property and equipment.” We usedask flow, and ratios based on it, to conduct araduate our business because, althou
is similar to cash flow from operations, we beligv¢ypically will present a more conservative ma&sof cash flows as purchases of fi
assets, software developed for internal use anditeettevelopment costs are a necessary componengofng operations.

Free cash flow has limitations due to thet that it does not represent the residual cash divailable for discretionary expenditures.
example, free cash flow does not include the castments for business acquisitions. In additiorg frash flow reflects the impact of the tirr
difference between when we are paid by customeatsvdoen we pay merchants. Therefore, we believeimhportant to view free cash flow &
complement to our entire consolidated statementsisi flows.
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Adjusted CSOI

The following is a reconciliation of Adjest CSOI to the most comparable GAAP measure, "{Liaseme from operations,” for the ye
ended December 31, 2008, 2009 and 2010 and thediaster of 2010 and 2011

Three Months Ended

Year Ended December 31, March 31,
2008 2009 2010 2010 2011
(in thousands)

(Loss) income from operatiol $ (1,637) $ (1,077) $ (420,349 $ 8,571 $ (117,149

Adjustments:

Online marketing 162 4,44¢ 241 ,54¢ 3,904 179,90¢

Stoclk-based compensatic 24 11F 36,16¢ 11€ 18,86«

Acquisitior-related — — 203,18: — —

Total adjustments 18¢€ 4,561 480,89 4,02( 198,76°

Adjusted CSO $ (1,446 $ 3,482 $ 60,55 $ 1259 $ 81,61¢
Adjusted Segment Operating

Income:
North America $ (1,44¢) $ 348/ $ 88,03t $ 12,590 $ 38,61(
International — — (27,48 — $ 43,00¢
Adjusted CSO $ (14460 $ 348/ $ 6055¢ $ 12,597 $ 81,61¢

Free Cash Flow

The following is a reconciliation of freagh flow to the most comparable GAAP measure, '¢dsh (used in) provided by opera
activities," for the years ended December 31, 2089 and 2010 and the first quarter of 2010 arid 20

Three Months Ended
Year Ended December 31 March 31,

2008 2009 2010 2010 2011
(in thousands)

Net cash (used in) provided by operat

activities $ (1,526 $ 7,51C $ 86,88: $ 12,897 $ 17,94(
Purchases of property and equipm (19) (290) (14,68)) (863) (10,962)
Free cash flov $ (1,54 $ 7,22( $ 72,20¢ $ 12,03¢ $ 6,97¢
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion togethigh wur consolidated financial statements and takted notes included elsewher
this prospectus. This discussion contains forwlaking statements about our business and operatiOunr actual results may differ materic
from those we currently anticipate as a result aingy factors, including those we describe under KRtactors” and elsewhere in t
prospectus. See "Special Note Regarding For-Looking Statements and Industry Data."

Overview

Groupon is a local @mmerce marketplace that connects merchants tesuomers by offering goods and services at a disc
Traditionally, local merchants have tried to reaochsumers and generate sales through a varietethfaas, including the yellow pages, di
mail, newspaper, radio, television and online atisements and promotions. By bringing the brick eraftar world of local commerce onto
internet, Groupon is creating a new way for locarchants to attract customers and sell goods arvices. We provide consumers w
savings and help them discover what to do, eatasdéuy in the places where they live and work.

Each day we email our subscribers discalimtiéers for goods and services that are targetedobation and personal preferen:
Consumers access our deals directly through ousitezband mobile applications. Our revenue is tlrehmse price paid by the customel
the Groupon. Our gross profit is the amount of nesewe retain after paying an agreed upon percerdgathe purchase price to the featt
merchant. In 2010, we generated revenue of $718lidm compared to $30.5 million in 2009. Durinlget first quarter of 2011, we genere
revenue of $644.7 million, compared to $44.2 millio the first quarter of 2010.

We have organized our operations into twingpal segments: North America, which represehts United States and Canada;
International, which represents the rest of outbglooperations. For the first quarter of 2011, vegivied 53.8% of our revenue from
International segment. We expect the percentagmtaf revenue derived from outside North Americairtorease in future periods as
continue to expand globally.

We incurred a net loss of $102.7 million flee three months ended March 31, 2011 and haweemulated deficit of $522.1 million
of March 31, 2011. Since our inception, we havealriour growth through substantial investmentsninastructure and marketing to dr
subscriber acquisition. We intend to continue tospa a strategy of significant investment in thesas.

How We Measure Our Business

We measure our business with several fiahand operating metrics. We use these metricsssess the progress of our business,
decisions on where to allocate capital, time ardhrielogy investments, and assess lorigan performance of our marketplace. The
metrics are as follows:

Financial Metrics

. Gross profit. Our gross profit is the amount that we retaieraftaying our merchants an agreed upon percenfabe purchas
price to the featured merchant. We believe grosfitps an important indicator for our business dese it is a reflection of t
value of our service to our merchants. Gross pisfibfluenced by the mix of deals we offer. Foaeple, gross profit can ve
depending on the category of product or servicereff in a particular deal. Likewise, gross profih de adversely impacted
offers that we make for the principal purpose ajuagng new subscribers or establishing our bramdl lauilding scale in a ne
market.
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. Adjusted consolidated segment operating incomeljusted CSOI is operating income of our two segts, North America al
International, adjusted to add back online markgtnpense, acquisition-related costs and shaded compensation expel
Online marketing expense primarily represents thet to acquire new subscribers and is determinettiddamount of subscrit
growth we wish to pursue and changes in online stary rates. We believe that a relatively smalltiporof our current onlir
marketing expense relates to existing subscril#erguisition-related costs are non-recurring reash items related to certair
our acquisitions. Stock-based compensation expsrs@oneash item. We consider Adjusted CSOI to be an itapdmeasul
of the performance of our business after excludirngenses that are n@ash or otherwise not indicative of future opemg
expenses. See "Selected Consolidated FinanciaDdmet Data—Non-GAAP Financial Measures" for furthrdormation.

. Free cash flow. Free cash flow is cash flow from operations lagsounts paid for purchases of property and equip
including internaluse software and website development. We beliea® dash flow is an important indicator for our besi
because it measures the amount of cash we gersdtatespending on marketing, wages and benefigstateexpenditures ai
other items. Free cash flow also reflects changegorking capital. We use free cash flow to condamd evaluate our busin
because we believe free cash flow captures the ftmshof our ongoing operations. See "Selected ©bdated Financial ar
Other Data—Non-GAAP Financial Measures" for furtirdormation.

Operating Metrics

. Subscribers We define subscribers as the total number ofviddals that have completed registration througpecific date
less individuals who have unsubscribed. To sigrfarpour service and become a subscriber, an indaligprovides an emi
address. We can measure our overall growth in theken as well as our potential revenue opportuasha function of our tot
subscriber base. The subscriber base does nointakeonsideration the activity level of the suliiser with our service, nor da
it adjust for multiple or unused accounts. Desflitese drawbacks, we believe this metric providdaakde insight about ti
trajectory and scale of our business. Althoughwhst majority of our revenue comes from subscribsesalso sell Groupons
customers that purchase as guests and, as suctgtaneluded in our total subscriber number.

. Cumulative customersWe define cumulative customers as the total nurobanique customers that have purchased Grol
from January 1, 2009 (the first date we began tracknique customers) through a specific date. Wfesicler this metric to be
important indicator of our business performancé helps us to understand the purchase rate ofuhbscribers.

. Featured merchants.This metric represents the total number of marthteatured in a given time period. For dealsrefleon
nationwide basis, we count the national merchaneoRor deals offered by national merchants orcal lor regional basis, \
count the national merchant as a separate meraha&aich market in which the deal is offered. Wesiter this metric to be
good indicator of growth as well as an importanaswe of the effectiveness of our sales and maigkatirastructure.

. Groupons sold. This metric represents the total number of Graspsold in a given time period. This metric is preed net ¢

Groupons refunded during the same time period. ¥éethis metric to measure our growth and actityel in the aggregate
well as in our individual markets.
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The following table is a summary of our laperating metrics for the years ended Decembe?@®18, 2009 and 2010 and the first qua
of 2010 and 2011:

Three Months Ended

Year Ended December 31, March 31,

2008 2009 2010 2010 2011
Subscribers? * 1,807,27¢ 50,583,80 3,434,611 83,100,00
Cumulative customer$ * 375,09¢  9,031,80  874,01° 15,803,99
Featured merchant® * 2,69¢ 66,28¢ 2,90¢ 56,78
Groupons sol&" * 1,248,79. 30,296,07 1,760,39: 28,094,74
* Not available
1) Reflects the total number of subscribers on thiedag of the applicable period.
) Reflects the total number of unique customershhae purchased Groupons from January 1, 2009 thringglast day of the applicable period.
?3) Reflects the total number of merchants featuretiérapplicable period.
(4) Reflects the total number of Groupons sold in theliaable period.

Factors Affecting Our Performance

Subscriber acquisition costs.We must continue to acquire and retain substsilvho purchase Groupons in order to increasenue
and achieve profitability. We characterize onlinarketing expenses as subscriber acquisition castause these expenses are intend
acquire new subscribers. We spent $179.9 milliorwlime marketing initiatives relating to subscrilaequisition for the first quarter of 2C
and expect to continue to expend significant anetmacquire additional subscribers. If consumeraat perceive our Groupon offerings tc
of high value and quality, or if we fail to introckel new or more relevant deals, we may not be atdeduire or retain subscribers. In our lim
operating history, we have not incurred significardrketing or other expense on initiatives desigtoertactivate subscribers or increase
level of purchases by our existing subscribersutfh expenditures or initiatives become necessanyaintain a desired level of activity in
marketplace, our business and profitability couddaldversely affected.

Deal sourcing and quality. We consider our merchant relationships to biah part of our business model. We depend onadnility to
attract and retain merchants that are preparedféo products or services on compelling terms. Véendt have longerm arrangements
guarantee availability of deals that offer attraetijuality, value and variety to consumers or fabte payment terms to us. If new merchan
not find our marketing and promotional servicesetifre, or if our existing merchants do not beli¢hvat utilizing our services provides th
with a long-term increase in customers, revenugsafits, they may stop making offers through owarketplace.

Competitive pressure. Our growth and geographical expansion have drawignificant amount of attention to our businesslel. As
result, a substantial number of group buying dited attempt to replicate our business model hawerged around the world. In additior
such competitors, we expect to increasingly compgggnst other large internet and technolbgged businesses, such as Facebook, C
and Microsoft, each of which has launched initiasiwhich are directly competitive to our busind¥e also expect to compete against ¢
internet sites that are focused on specific comtiasor interests and offer coupons or discourdrayements related to such communitie
interests.

Investment in growth. We are a higlgrowth company and have aggressively invested,irsiedd to continue to invest, to support
growth. As a result, we have incurred net lossehénmajority of quarters since our inception. Wiicpate that our operating expenses
increase substantially in the foreseeable futuneeasontinue to increase the number and varietleafs we offer each day, broaden
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our subscriber base, expand our marketing chanegiend our operations, hire additional employeesdevelop our technology.

Pace and effectiveness of expansionWe have grown our business rapidly since inoaptadding new subscribers and markets
domestically and internationally. Our internatiobakiness has become critical to our revenue grawthour ability to achieve profitability.
2010 and the first quarter of 2011, 37.2% and 53 &%pectively, of our revenue was generated framirternational operations. Expans
into international markets requires managemenhtte and resources and requires us to localizeserwices to conform to a wide variety
local cultures, business practices, laws and pdicinternational acquisitions also expose us t@réety of execution risks. The differ
commercial and internet infrastructure in otherrddes may make it more difficult for us to replieaur traditional business model.

Basis of Presentation
Revenue

Revenue primarily consists of the gross amb@aid by customers for purchased Groupons, ditiduany applicable taxes, less custc
refunds and obligations related to credits earneddstomer loyalty and reward programs.

Cost of Revenue
Cost of revenue primarily consists of theoants paid to and accrued for our merchants estgacivith the sale of Groupons.
Marketing

We direct consumers to our websites andiggiipns primarily through a number of targetedirms marketing channels, such as spons
search, social networking sites, portal advertisargail marketing campaigns, affiliate programs atier similar initiatives, which we consit
to be subscriber acquisition costs. Our marketikygeases are largely variable, impacted by the amalusubscriber growth we wish to pur.
and changes in online marketing rates. To the éxtene is increased or decreased competitiorhisd traffic sources, or to the extent our
of these channels shifts, we would expect to seeri@sponding change in our marketing expense. Meiacur offline marketing costs frc
television, radio and print advertising.

Marketing is the primary method by which a@uire subscribers, and as such, is a criticdlgfaour growth strategy. Over time, as
business continues to scale and we become motdisis&l in a greater percentage of our marketsexpect that our marketing expense
decrease as a percentage of revenue.

Selling, General and Administrative

Selling, general and administrative expepsmarily consists of wages and benefits (inclgdstockbased compensation), credit ¢
processing fees, consulting and professional fdepreciation and amortization and technologhgted costs. Approximately 50% of
employees were part of our salesforce as of Matgt2811, and their compensation represented afisigmi portion of our selling, general ¢
administrative expenses. Our salesforce is critioagrowing and maintaining our merchant base anthé main source for driving n
Groupon offers. We expect that our salesforce hmadcwill continue to grow over time as we continieeexpand our business into r
markets, but that our sales and marketing expeiikdegrease as a percentage of revenue.
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Acquisition-Related

In May 2010, we acquired CityDeal, a Eumpbased collective buying power business launchdaimary 2010 that provided daily dt
and online marketing services substantially simiathe Company. As part of the overall consideratpaid, we were obligated to is:
additional shares of our common stock in DecemiBd02ue to the achievement of financial and peréoroe earrout targets. We recorde:
liability on our consolidated balance sheet asefdriginal acquisition date for this considerationd subsequently remeasured the liability
periodic basis until final settlement. As a resufitthis remeasurement, we recorded a total chafgg204.2 million in acquisitiorrelatec
expenses in 2010, which was partially offset byeotiominal acquisition-related items.

Interest and Other Income (Expense)

Interest and other income (expense) prisnaonsists of foreign currency gains and lossesilting from foreign currency transactis
which are denominated in currencies other tharfunotional currencies and interest expense onaand from related parties.

Results of Operations

Comparison of the Three Months Ended March 31, 20d4i0d 2011:

Three Months Ended

March 31,
2010 2011
(in thousands)

Revenue $ 44,23t $ 644,72
Cost of revenu 24,25 374,72
Gross profit 19,98t 270,00(
Operating expense

Marketing 3,98¢ 208,20

Selling, general and administrati 7,42¢ 178,93¢

Total operating expens 11,41« 387,14
Income (loss) from operations 8,571 (117,149
Interest and other income, r 3 1,06(
Equity-method investment activity, net of t — (882)
Income (loss) before provision for income taxe 8,57¢ (116,970)
Provision (benefit) for income tax 23 (3,079
Net income (loss 8,551 (113,89
Less: Net loss attributable to noncontrolling ietds — 11,22:
Net income (loss) attributable to Groupon, Inc. 8,551 (102,66%)
Dividends on preferred stot (523) —
Redemption of preferred stock in excess of carryialge — (34,32)
Adjustment of redeemable noncontrolling interesteedlemption valu — (9,485
Net income (loss) attributable to common stockholde $ 8,028 $ (146,48()
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The following table reflects all of the diritems of our statements of operations as a pergerof revenue for the three months el
March 31, 2010 and 2011:

Three Months Ended

March 31,
2010 2011

Revenue 100.(%  100.(%
Cost of revenu 54.¢ 58.1
Gross profit 45.2 41.€
Operating expense

Marketing 9.0 32.¢

Selling, general and administrati 16.€ 27.¢

Total operating expens 25.¢ 60.1
Income (loss) from operations 19.4 (18.2
Interest and other income, r — 2
Equity-method investment activity, net of t — (0.2
Income (loss) before provision for income taxe 19.4 (18.7)
Provision (benefit) for income tax 0.1 (0.9
Net income (loss, 19.: 7.9
Less: Net loss attributable to noncontrolling ietds — 1.8
Net income (loss) attributable to Groupon, Inc. 19.2 (15.9)
Dividends on preferred stot (1.2 —
Redemption of preferred stock in excess of carryialge — (5.3
Adjustment of redeemable noncontrolling interesteedemption valu — (1.5
Net income (loss) attributable to common stockholds 18.1% (22.7%

Revenue

For the three months ended March 31, 2002811, our revenue was $44.2 million and $644lifom respectively, reflecting an incret
of $600.5 million, or 1,357%. The increase in raxemvas directly attributable to the increase intbmber of Groupons we sold in the pe
compared to the same period of the prior year. ifbheease in the number of Groupons sold was driwesubscriber growth in our existi
markets and our entry into new markets. In May 2048 also began our international expansion by isiogu CityDeal, which adde
1.9 million subscribers as of the date of the agitjoh in several major European markets, includiegdon, Berlin and Paris, and ended
year with operations in 38 countries. As a restithe entry into these new markets and growth istexg markets we added 79.7 million r
subscribers from March 31, 2010 through March 31,12

Segment Revenue

Three Months Ended March 31,

2010 % of total 2011 % of total
(dollars in thousands)
North America  $ 44,23¢ 100.(%$ 297,89° 46.2%
International — — 346,83: 53.8%
Revenue $ 44,23¢ 100.(%$ 644,72¢ 100.(%
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We had no international operations during three months ended March 31, 2010. Subsequéviaitoh 31, 2010, we added 132 1
North American markets and continued to grow irség markets. Revenue for our International segmes $346.8 million for the thr
months ended March 31, 2011. In May 2010, we conweetrour operations internationally with the pureha$ CityDeal, a Europealase:
local ecommerce business similar to ours, which operate®Dimarkets in 16 countries with 1.9 million sulfisers at the time of acquisitic
We subsequently completed eight additional intéonat acquisitions during 2010, which gave us ast¢esnarkets and additional subscril
around the world.

Cost of Revenue

Cost of revenue as a percentage of revemise54.8% and 58.1% for the three months endedivVakc2010 and 2011, respectively.
significant increase in the absolute cost of reeeislconsistent with the growth of our revenue.

Gross Profit
Gross profit and gross margin for eachhefpieriods presented were as follows:

Three Months Ended

March 31,
2010 2011
(dollars in thousands)
Gross profil $ 19,98t $ 270,00(
Gross margit 45.2% 41.%

Gross margin decreased as a percentagevefiue from 45.2% for the three months ended Mai¢l2010 to 41.9% for the three mor
ended March 31, 2011. The decrease in gross mamgnprimarily due to the mix of offered deals. Wsoaoffered several national deal:
generate revenue and increase brand awarenes$, rgblicced our gross margin.

Marketing

Marketing expense as a percentage of revéaruhe three months ended March 31, 2010 and 2@k 9.0% and 32.3%, respectively.
marketing expense increased by $204.2 million t@8%2 million for the three months ended March 3112 as compared to March 31, 2
primarily driven by investments in subscriber asifion in new markets. We have focused the majooftyour marketing spend onlit
particularly on social networking websites and sbagngines as part of our new subscriber acquisitoategy. For the three months er
March 31, 2011, marketing expense as a percenthgevenue for the North America and Internationagreents was 26.4% and 37.:
respectively. The higher marketing expense as eeptage of revenue for our International segmeigats our launch into new Internatio
markets.

Selling, General and Administrative

Selling, general and administrative expess@ percentage of revenue was 16.8% and 27.8%ddhree months ended March 31, 2
and 2011, respectively. The increase in sellingega and administrative expense as a percentagwefiue was principally related to the b
out of our salesforce and investments in our cafgoinfrastructure necessary to support our cuaedtanticipated growth.

Our selling, general and administrativeenge increased by $171.5 million to $178.9 millionthe three months ended March 31, 2
as compared to March 31, 2010.

Wages and benefits (excluding stbelsed compensation) increased by $77.7 million &b.Zmillion for the three months enc
March 31, 2011 as compared to March 31, 2010, asaméinued to add sales and administrative staBupport our business. Stobkse:
compensation costs also increased to
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$18.9 million for the three months ended MarchZ111 from $0.1 million for the three months endedrdh 31, 2010 due to awards issue
retain key employees and awards issued in conmeetith our acquisitions. Credit card processingsfeave also increased consistent

revenue, as this cost is generally variable bagethe dollar volume of transactions that are preedsOur consulting and professional

increased as a percentage of revenue in the thwathmended March 31, 2011 as compared to MarcB@, primarily related to higher le
and technologyelated costs. Depreciation and amortization expémsreased as a percentage of revenue in the tiwaths ended March ¢
2011 as compared to March 31, 2010 primarily bezaus recorded $53.1 million of intangible assetxdmnection with our acquisitiol
resulting in $5.7 million of amortization expense the three months ended March 31, 2011.

Interest and Other Income (Expense)

For the three months ended March 31, 2@&lgenerated other income of $1.1 million primar#jated to foreign currency gains. We
not incur any foreign currency gains or lossedfierthree months ended March 31, 2010 as we ditiana any international operations du
the first quarter of 2010.

Provision (Benefit) for Income Taxes

The provision for income taxes for the thraonths ended March 31, 2010 was nominal dueetsitte of our operations. We recordt
benefit for income taxes for the three months eridacth 31, 2011 as the Company was able to beosfies in certain foreign jurisdictions.

Comparison of the Years Ended December 31, 2008926nd 2010:

Year Ended December 31

2008 2009 2010
(in thousands)
Revenue $ 94 $ 30,47: $ 713,36
Cost of revenu 89 19,54: 433,41
Gross profit 5 10,92¢ 279,95¢
Operating expense
Marketing 162 4,54¢ 263,20:
Selling, general and administrati 1,47¢ 7,45¢ 233,91
Acquisitior-related — — 203,18:
Total operating expens 1,637 12,00¢ 700,29¢
Loss from operations (1,632 (2,077 (420,349
Interest and other income (expense), 90 (16) 284
Loss before provision for income taxe (1,542) (1,093 (420,060
Provision (benefit) for income tax — 24¢ (6,674
Net loss (1,547) (2,347 (413,380
Less: Net loss attributable to noncontrolling ietds — — 23,74¢
Net loss attributable to Groupon, Inc. (1,542 (1,34 (389,640
Dividends on preferred stot 277 (5,575 (1,362)
Redemption of preferred stock in excess of carryiaige — — (52,899
Adjustment of redeemable noncontrolling interest
redemption valus — — (12,42%)
Preferred stock distributior (339 — —
Net loss attributable to common stockholder: $ (2,159 $ (6,916) $ (456,32()
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The following table reflects all of the dinitems of our statements of operations as a pexgenof revenue for the years en
December 31, 2008, 2009 and 2010:

Year Ended December 31

2008 2009 2010
Revenue 100.% 100.% 100.(%
Cost of revenu 94.7 64.1 60.¢
Gross profit 5.8 35.¢ 39.2
Operating expense

Marketing * 14.¢ 36.¢
Selling, general and administrati * 24.% 32.¢
Acquisitior-related — — 28.t
Total operating expens * 39.4 98.1
Loss from operations * (3.5 (58.9
Interest and other income (expense), 95.7 0.2 —
Loss before provision for income taxe * (3.6) (58.9
Provision (benefit) for income tax — .8 (2.0
Net loss * (4.4 (57.9)
Less: Net loss attributable to noncontrolling ietds — — 3.2
Net loss attributable to Groupon, Inc. * (4.9 (54.6)
Dividends on preferred stot * (18.9) (0.2
Redemption of preferred stock in excess of carryiaige — — (7.4
Adjustment of redeemable noncontrolling interegteedlemptior
value — — (1.7)
Preferred stock distributior * — —
Net loss attributable to common stockholder: *%  (22.0% (63.9%
* Not meaningful
Revenue

For the years ended December 31, 2008, 20@92010, our revenue was $0.1 million, $30.5iamlland $713.4 million, respective
reflecting growth rates of 32,316% and 2,241%, eetipely, as compared to the corresponding priar.ye

2010 compared to 2009.1n 2010, our revenue increased $682.9 millm$713.4 million, an increase of 2,241%. As therage revent
per Groupon remained relatively consistent yeaydar, the overall increase in revenue was direattijbutable to the increase in volume
Groupons that we sold. The increase in the numb@&raupons sold was driven by subscriber growthun existing markets and our entry i
new markets. During 2010, we added 124 new Northedcdan markets and 48.8 million new subscribers2010, we also began
international expansion by acquiring CityDeal, whadded 1.9 million subscribers as of the datédefdacquisition in several major Europ
markets, including London, Berlin and Paris. Weesghthe year with operations in 38 countries.

2009 compared to 2008. In 2009, our revenue increased by $30.4 miltiwi$30.5 million, an increase of 32,316%. 2009 was firs!
full year of operations, and during the period wieled 29 North American markets and 1.8 million sabgrs. Significant markets entere«
2009 included Boston, Los Angeles and New York.

In addition to expanding the scale of ousihess domestically and internationally throughuigitions and entering new markets, we |
several other initiatives that have driven revegrgavth
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over the last three years. We have increased talrrtearketing spend significantly, focusing on &@dag subscribers through online chani
such as social networking websites and search esgifie also have added substantially to our satesfallowing us to increase the numbe
merchant relationships and offer more deals onilg basis on our websites and higher quality déaksubscribers.

Segment Revenue

Year Ended December 31,

% of % of % of
2008 total 2009 total 2010 total
(dollars in thousands)
North
America $ 94 100.(%$30,47. 100.(%$448,31° 62.€%
Internatione — — — — 265,04 37.2%

Revenue $ 94 100.(%$30,47! 100.(%$713,36! 100.(%

Revenue for our International segment w285% million for the year ended December 31, 20hOMay 2010, we commenced 1
operations internationally with the purchase ofyD#al, a European-based locat@mmerce website similar to ours, which operate@C
markets in 16 countries with 1.9 million subscribext the time of acquisition. We subsequently cetepol eight additional internatiol
acquisitions during 2010, which gave us accessaxkets and additional subscribers around the world.

Cost of Revenue

Cost of revenue as a percentage of revevage 94.7%, 64.1% and 60.8% for the years ended rbieme31, 2008, 2009 and 20
respectively. The significant increase in absotatst of revenue is consistent with the growth afrewenue.

2010 compared to 2009.In 2010, our cost of revenue increased by $t8llion to $433.4 million, an increase of 2,1188& compare
to 2009, the cost of revenue was lower as a peagemf revenue as demand for our services allowed be more selective in the mercl
deals we chose to offer while maintaining or impngvour merchant terms.

2009 compared to 2008.In 2009, our cost of revenue increased to $idliton, an increase of 21,857%. Cost of revensia @ercentay
of revenue for the year ended December 31, 2008 neasndicative of normal operating levels due e tsmall nhumber of transactic
processed in that period as we started selling @nasiin November 2008.

Gross Profit
Consolidated gross profit and gross mafgjireach of the years presented were as follows:

Year Ended December 31

2008 2009 2010
(dollars in thousands)
Gross profil $ 5 $ 10,92¢ $ 279,95:
Gross margit 5.3% 35.9% 39.2%

Gross margin increased from 35.9% for tb@ryended December 31, 2009 to 39.2% for the yelrdeDecember 31, 2010. The increa:
gross margin was due to a higher purchasing raté#fefed deals and our ability to maintain or imgg@ur merchant terms. We from time
time offer national deals to generate revenue adease brand awareness which typically generdtaver gross margin. To date, th
transactions have not had a material impact orresults of operations. Additionally, to date we &achieved higher overall gross margin:
our International segment.
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Marketing

Marketing expense as a percentage of revémthe years ended December 31, 2009 and 208Q.%8% and 36.8%. Over time, as
business continues to scale and we become motdisisél in a greater percentage of our marketsexpect that our marketing expense
decrease as a percentage of revenue.

2010 compared to 2009. In 2010, our marketing expense increased by8F2&illion to $263.2 million, an increase of 5,687 The
significant increase was attributable to an incegasonline marketing spend, particularly on societworking websites and search engine
part of our new subscriber acquisition strategy. the year ended December 31, 2010, marketing expas a percentage of revenue fo
North America and International segments was 23a4fb 59.6%, respectively. In 2010, we made signiticaarketing investments in ¢
International segment to accelerate growth andbsheour presence in new markets.

2009 compared to 2008. In 2009, our marketing expense increased b¥ fllion to $4.5 million, an increase of 2,690%aNeting
expense as a percentage of revenue for the yead é&@ecember 31, 2008 is not indicative of normarapng levels due to the small numbe
transactions processed in 2008 as we startedg@&linupons in November 2008.

Selling, General and Administrative

Selling, general and administrative expessa percentage of revenue was 24.5% and 32.8%eorears ended December 31, 200¢
2010, respectively. The increases in selling, gareand administrative expense as a percentagevefiue were principally related to the b
out of our salesforce and investments in our caigoinfrastructure necessary to support our cumadtanticipated growth. Over time, as
operations mature in a greater percentage of oukat® we expect that our selling, general and adtnative expense will decrease ¢
percentage of revenue.

2010 compared to 2009. In 2010, our selling, general and administetexpense increased by $226.5 million to $233.9anjl ar
increase of 3,036%. As described below, the ineréasselling, general and administrative expensettie year ended December 31, 2
compared to the year ended December 31, 2009 wagdalincreases in wages and benefits, credit casdepsing fees, consulting ¢
professional fees and depreciation and amortizaimenses.

Wages and benefits (excluding stbesed compensation) increased by $87.6 million%b.3million in the year ended December
2010 as we continued to add sales and administraiaff to support our business. Stdidsed compensation costs also increas
$36.2 million for the year ended December 31, 2B&th $0.1 million for the year ended December 3102 due to awards issued to retain
employees and awards issued in connection withaoguisitions. Credit card processing fees have ials@ased consistent with revenue
this cost is generally variable based on the deitdume of transactions that are processed. Ousuiting and professional fees increased
percentage of revenue in 2010 primarily relatedigher legal and technologglated costs. Depreciation and amortization expéanseased :
a percentage of revenue in 2010 primarily becauseamorded $47.3 million of intangible assets inreection with our acquisitions, result
in $11.0 million of amortization expense.

2009 compared to 2008.1n 2009, our selling, general and administetxpense increased by $6.0 million to $7.5 millemincrease
406%. Selling, general and administrative expessa percentage of revenue for the year ended Dexe3ilh 2008 is not indicative of norr
operating levels due to the small number of tratsias processed in 2008 as we started selling Groaipn November 2008.
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Acquisition-Related

In May 2010, we acquired CityDeal, a Eumpbased collective buying power business similar toso As part of the over:
consideration paid, we were obligated to issuetamfdil shares of our common stock in December 200to the achievement of financial
performance earput targets. We recorded a liability on our corgaied balance sheet as of the original acquisdate for this considerati
and subsequently remeasured the liability on aoderibasis until final settlement. As a result bistremeasurement, we recorded a
expense of $204.2 million as acquisition-relatepezses, which was partially offset by other nomawjuisition-related items.

Interest and Other Income (Expense)

For the year ended December 31, 2010 wentteat income of $0.5 million related to foreignmmncy gains. We did not incur any fore
currency gains or losses for the years ended Deeefiih 2008 and 2009 as we did not have any inierred operations until 2010. We a
recorded $0.4 million of interest expense for tharyended December 31, 2010 related to interelstams from related parties.

Provision (Benefit) for Income Taxes

The provision for income taxes for the weanded December 31, 2008 and 2009 was nominatadtiee size of our operations. !
recorded a benefit for income taxes for the yeatednDecember 31, 2010 as the Company was ablenefibéosses in certain forei
jurisdictions.

Quarterly Results of Operations

The following table represents data fromn ooaudited statements of operations and our keyabipg metrics for our most recent r
guarters. You should read the following table imjooction with our consolidated financial statenseand related notes appearing elsewhe
this prospectus. The results of operations of arartgr are not necessarily indicative of the rasthat may be expected for any future period.

Three Months Ended

Mar. 31, June 30 Sept. 30
Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31,
2009 2009 2009 2009 2010 2010 2010 2010 2011
(unaudited)
(dollars in thousands)

Consolidated

Statements

of

Operations

Data:
Revenue $ 252 $ 3,301 $ 999 $ 16,92( $ 4423¢ $ 87,29¢ $ 18523 $ 396,60( $ 644,72
Gross profil  $ 83 $ 120¢ $ 399¢ $ 5641 $ 1998 $ 3437 $ 7228 $ 153,30¢ $ 270,00(
Percentage «

revenue 32.%% 36.€% 40.(% 33.%% 45.2% 39.4% 39.(% 38.7% 41.%%
(Loss) incom:

from

operations $ (31€) $ 17 $ 848 $ (16200 $ 8571 $ (36,819 $ (55,967 $ (336,129 $ (117,149
Percentage

revenue (125.9% 0.5% 8.5% (9.6)% 19.8%6 (42.2% (30.29% (84.)% (18.29%
Net (loss)

income

attributable

to

Groupon, Ir$  (30%) $ 21 $ 85 $ (1,909 $ 8551 $ (35929 $ (49,03) $ (313,23) $ (102,669
Percentage «

revenue (122.6% 0.€% 8.5% (11.29% 19.2% (41.2% (26.5% (79.0% (15.9%

Key
operating
metrics:

Subscribers

&) * 152,20 627,05 1,807,27. 3,434,611 10,44552 21,369,60 50,583,80  83,100,00
Cumulative
customers

@ 6,84( 43,01¢ 153,47: 375,09¢ 874,01 2,379,61 4,623,26 9,031,80° 15,803,99
Featured
merchants

® 74 21z 76E 1,64¢ 2,90% 9,56¢ 18,72: 35,09¢ 56,78!
Groupons

sold® 27,22: 116,23. 340,47: 764,86¢ 1,760,39: 4,062,45! 8,237,73:  16,235,48  28,094,74

* Not available

1) Reflects the total number of subscribers on thiedag of the applicable period.
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Quarterly Trends

Our gross margin and overall operating ltediluctuate from quarter to quarter as a restild wariety of factors. We have experien
exceptional growth since our inception as well igeificant changes in our business. For instanae have entered into many new marl
made several international acquisitions, and irsrdaur merchant and subscriber base over ththtast years. These changes have resul
substantial growth in revenue and correspondingeases in cost of revenue and operating expensagpmrt our growth. Our growth has
to uneven overall operating results due to diffeemnin the terms and types of deals that we affeanges in our investment in marketing f
quarter-toguarter, increases in employee headcount and thacinof our acquisitions. We have determined inphst, and expect to contir
to determine in the future, to undertake substhmtiarketing expense increases when we perceiverappties to enter new markets
penetrate existing markets more deeply. The retmnthese investments is generally achieved in éufjpgriods and, as a result, tr
investments can adversely impact near term regtdtsexample, although we generated net incomledritst quarter of 2010, we subseque
pursued a much more aggressive growth strategyudimg rapid international expansion, acquisiticarsd a substantial increase in
marketing expenses. This has resulted in losses fnerations for the three months ended June 30, Zeptember 30, 2010, Decembe
2010 and March 31, 2011.

In addition, our business is directly afégt by the behavior of our merchants and subs&ildeconomic conditions and competi
pressures can positively and negatively impactypes of deals that we can offer and the rate atwthey are purchased. Consequently
results of any prior quarterly or annual periodswtl not be relied upon as indications of our fataperating performance.

Liquidity and Capital Resources
As of March 31, 2011, we had $208.7 milliortash and cash equivalents, which primarily @ied of cash and money market accounts.

Since our inception, we have funded ourkiviy capital requirements and expansion primatisotigh private sales of common .
preferred stock, yielding net proceeds of $1.1iduill We used $941.7 million of the proceeds fromsthsales to redeem shares of our con
and preferred stock, and the remainder to fundiaitipuns and for working capital and general cogterpurposes. We generated positive
flow from operations for the years ended Decemler2®09 and December 31, 2010 and the three mamttied March 31, 2011 desj
experiencing net losses in each of these perioaswa expect annual cash flow from operations teaia positive in the foreseeable future.
generally use this cash flow to fund our operatiomske additional acquisitions, purchase capitgdeeditures and meet our other ¢
operating needs. Cash flow from operations was 8iflllon for the year ended December 31, 2009, $86illion for the year ends
December 31, 2010 and $17.9 million for the thremtns ended March 31, 2011.

Although we can provide no assurances, aleve that the net proceeds from this offeringgetber with our available cash and ¢
equivalents balance and cash generated from opesatshould be sufficient to meet our working cpiequirements and other cag
expenditures for the next twelve months.

Anticipated Uses of Cash

Our priority in 2011 is to continue to irese our revenue and improve our gross profit tirarganic growth of our overall marketple
coupled with continued expansion and penetratiém irew domestic and international markets. We altsend to expand our sales force
aggressively market our products, and to acquirenake strategic investments in complementary bgsg® that add to our subscribe
customer base or provide incremental technologwrdéier to support our overall global business egjmm we also expect to make signific
investments in our systems, data centers, corporate
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facilities and information technology infrastruaurwith approximately $65 million of capital expéndes planned for the year en
December 31, 2011. We currently plan to fund threegeenditures with cash flows generated from opanatiduring this period. We also n
use a portion of the net proceeds from this offetmmfund these uses of cash. We do not intenéyadividends in the foreseeable future.

Cash Flow

Our net cash flow from operating, investargl financing activities for the periods below &es follows (in thousands):

Three Months Ended
Year Ended December 31 March 31,

2008 2009 2010 2010 2011
(in thousands)

Cash provided by (used ir

Operating activitie: $ (1,52¢) $ 7,51C $ 86,88° $ 12,897 $ 17,94(
Investing activities (29 (1,967 (11,879 (663) (44,299
Financing activitie: 4,40¢ 3,79¢ 30,44 2 112,10¢
Effect of changes in exchange rates

cash and cash equivalel — — 1,06¢ — 4,102
Net increase in cash and ci

equivalents $ 2,862 $ 9,347 $ 106,52( $ 12,23¢ $ 89,85t

Cash Provided By (Used In) Operating Activities

Cash provided by (used in) operating ati¢igiprimarily consists of our net loss adjusteddertain noncash items, including depreciat
and amortization, stock-based compensation, deféneome taxes, acquisitimelated expenses and the effect of changes in ngr&apits
and other items.

Our current merchant arrangements are tstiet such that we collect cash up front when astamers purchase Groupons and r
payments to most of our merchants at a subseqagat dnder our traditional merchant payment model pay our merchants in installme
over a period of generally sixty days for all Gronp purchased. Under the redemption payment medeth is utilized in most of ol
international operations, merchants are not pafd te customer redeems the Groupon that has pashased. As a result of these payr
models, we experience swings in merchant payal@psraling on the absolute level of our cost of raeeturing the last few weeks of e
guarter. This can cause volatility in working capitevels and impact cash balances more or less dha operating income or loss wo
indicate. To the extent we offer our merchants nfaxerable or accelerated payment terms or ourmexeloes not continue to grow in
future, our cash flow could be adversely impacted.

For the three months ended March 31, 2@lit, net cash provided by operating activities o7.9Imillion consisted of net loss
$113.9 million, offset by $23.9 million in adjustnts for noneash items and $107.9 million in cash provided fgnges in working capital a
other activities. Adjustments for non-cash itemsngrily consisted of $18.9 million in stodkased compensation expense, $1.9 millic
depreciation expense on property and equipmen$&ntimillion in amortization of intangible assetsytially offset by $3.4 million in deferr
income taxes. The increase in cash resulting frbenges in working capital activities primarily cated of a $121.2 million increase in
merchant payables, due to the growth in the nunobeBroupons sold, and a $36.2 million increase dor@ed expenses and other cur
liabilities primarily related to online marketingsts incurred to acquire subscribers and operdtiexgenses such as payroll and bent
customer refunds and costs associated with custéogalty and reward programs. These increases wargally offset by a decrease
operating cash flow due to a $22.5 million decréasgccounts payable, due to the timing of invoieEsived and paid, a $16.0 million incre
in accounts receivable, a $8.3 million increaseii@paid expenses and other current assets andan$Bon increase in other assets
liabilities. Increases in accrued expenses, acsount
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receivable and other assets and liabilities prilpagflect the significant increase in the numbkemployees, vendors, and subscribers rest
from our internal growth and global expansion tlgtowecent acquisitions.

For the three months ended March 31, 2010,net cash provided by operating activities o2.9Imillion consisted of net income
$8.6 million, $4.1 million in cash provided by chis in working capital and other activities and2$#@illion in adjustments for nooash item:
The increase in cash resulting from changes in ingrkapital primarily consisted of an increase @graed merchant payables resulting f
internal business growth.

For the year ended December 31, 2010, @ircash provided by operating activities of $86iBion consisted of a net loss
$413.4 million, offset by $245.1 million in adjusémis for noneash items and $255.2 million in cash provided bgnges in working capit
and other activities. Adjustments for non-cash #epnimarily consisted of $203.2 million in acquisit-related expenses, $36.2 million
stockbased compensation expense, $1.9 million in degieni expense on property and equipment and $1illibmmin amortization ¢
intangible assets, partially offset by $7.3 million deferred income taxes. The increase in cashltieg from changes in working capi
activities primarily consisted of a $149.0 milliégncrease in our merchant payables, due to the gramvthe number of Groupons solc
$94.6 million increase in accrued expenses and atimeent liabilities primarily related to onlinearketing costs incurred to acquire subscri
and operational expenses such as payroll and benafstomer refunds and costs associated witlomestloyalty and reward programs, ar
$50.8 million increase in accounts payable. Theseehses were partially offset by a decrease imatipg cash flow due to a $34.9 mill
increase in accounts receivable, a $2.5 milliomgase in prepaid expenses and other current emseéta $1.5 million increase in other as
and liabilities. Increases in accrued expensespuads payable, accounts receivable and other assetsliabilities primarily reflect tf
significant increase in the number of employeesidees, and subscribers resulting from our integralwth and global expansion throt
recent acquisitions.

For the year ended December 31, 2009, etrcash provided by operating activities of $7.8iom was comprised of a net loss
$1.3 million, offset by $8.8 million in cash proeid by working capital and other items. The incréasmash resulting from changes in work
capital primarily consisted of an increase in aedrmerchant payable and accrued expenses resutimgnternal business growth.

For the year ended December 31, 2008, etircash used in operating activities of $1.5 milliprimarily reflected our net loss
$1.5 million.

Cash Used In Investing Activities

Cash used in investing activities primardlgnsists of capital expenditures, acquisitionsbo$inesses and changes in the balanc
restricted stock.

For the three months ended March 31, 26 net cash used in investing activities of $4diion primarily consisted of $30.3 millic
invested in subsidiaries and equity interests, Gidillion in purchases of capital expenditures &2d8 million in net cash paid in busin
acquisitions.

For the three months ended March 31, 26@0Onet cash used in investing activities of $0ilfian primarily consisted of the purchase:
capital expenditures.

For the year ended December 31, 2010, eucash used in investing activities of $11.9 willivas primarily comprised of $14.7 milli
in capital expenditures, partially offset by $3.8lion in net cash received from acquisitions. Tdapital expenditures reflect the signific
growth of the business domestically and internaign We received net cash from our acquisition®@10, as a significant portion of -
purchase price paid consisted of stock and contingensideration.

58




Table of Contents

For the year ended December 31, 2009, eucash used in investing activities of $2.0 milljgrimarily reflected a $1.4 million change
restricted cash related to cash paid for a secagtgement with our merchant processor and a leftienedit for a facility lease agreement.

Cash Provided By Financing Activities

Cash provided by financing activities priifyaconsists of net proceeds from the issuanceooimon and preferred stock and the exe
of stock options by employees, net of the repureltdisounders’ stock, common stock and preferreckdbeld by certain stockholders.

For the three months ended March 31, 200f net cash provided by financing activities ofL$1l million was driven primarily by r
cash proceeds from the issuance of common andrpdfetock of $509.7 million. We used $348.6 milliof the proceeds to repurchase
common stock, $35.0 million to redeem shares ofmreferred stock and $13.6 million to pay our mdaparty loans incurred in connect
with the CityDeal acquisition.

For the year ended December 31, 2010, eticash provided by financing activities of $30.Mlion was driven primarily by net ca
proceeds from the issuance of preferred stock 8% $5million. We used $503.2 million of the procedd repurchase our common st
$55.0 million to redeem shares of our preferredistand $1.3 million to pay dividends to our preéer stockholders. In addition, we recei
$5.0 million from related party loans throughout.20

For the year ended December 31, 2009, eucash provided by financing activities of $3.8liom was due primarily to $29.&illion of
net cash proceeds from the sale and issuance fef@ stock, of which $26.4 million was used tadwa special dividend to certain holder
our capital stock.

For the year ended December 31, 2008, eticash provided by financing activities of $4.4lion reflected $4.7 million in net procee
from the sale and issuance of preferred stock.

Contractual Obligations and Commitments
The following table summarizes our futuoaitactual obligations and commitments as of M&th2011:

Payment due by period

Less than 1-3 3-5 More than
Total 1 year years years 5 years
(in thousands)
Operating lease obligatiof8 $ 40,37F $ 12,661 $ 17,06¢ $ 7,01C $ 3,63(
Purchase obligatiorf$) 907 68C 2217 — —
Total $ 41,28: $ 13,347 $ 17,29 $ 7,01C $ 3,63(
1) The operating lease obligations are for office [fées and are nowancelable. Certain leases contain periodic recalaon adjustments and renewal

expansion options. Operating lease obligationsrexgtivarious dates with the latest maturity in201

) Purchase obligations primarily represent non-cafdelcontractual obligations related to internetka#ng services.
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Off-Balance Sheet Arrangements

We did not have any off-balance sheet gearents as of March 31, 2011.
Quantitative and Qualitative Disclosures about Marlet Risk

We have operations both within the Unitadt& and internationally, and we are exposed tkenhaisks in the ordinary course of
business, including the effect of foreign currerluctuations, interest rate changes and inflatimiormation relating to quantitative a
qualitative disclosures about these market riskgidorth below.

Foreign Currency Exchange Risk

We transact business in various foreigmenaies other than the U.S. dollar, principally éuo, British pound sterling and Japanese
which exposes us to foreign currency risk. For fir& quarter of 2011, we derived approximately888.of our revenue from internatio
customers and we expect the percentage of totahtevderived from outside the United States toege in future periods as we continu
expand globally. Revenue and related expenses a@tedefrom our international operations are denotathén the functional currencies of
corresponding country. The functional currency af subsidiaries that either operate or supportethrearkets is generally the same as
corresponding local currency. The results of opanatof, and certain of our intercompany balanss®eiated with, our international operati
are exposed to foreign exchange rate fluctuatidpsn consolidation, as exchange rates vary, oweme® and other operating results may c
materially from expectations, and we may recoraiicant gains or losses on the remeasurementt@fdompany balances.

We assess our market risk based on chandeseign currency exchange rates utilizing a &aity analysis that measures the potel
impact in earnings, fair values and cash flows thasea hypothetical 10% change (increase and dezyéa currency rates. We use a cul
market pricing model to assess the changes inahe\of the U.S. dollar on foreign currency denaateal monetary assets and liabilities.
primary assumption used in these models is a hypiotti 10% weakening or strengthening of the Udllad against all our currency expost
as of March 31, 2011.

We used March 31, 2011 market rates ontauding foreign currency denominated monetary asaetl liabilities to perform tl
sensitivity analyses separately for each of ourenuay exposures. The estimates are based on thestmimk sensitive portfolios describec
the preceding paragraphs and assume instantangmadlel shifts in exchange rates. As of March2d11, our working capital (defined
current assets less current liabilities) subjedbteign currency translation risk was $192.3 milli The potential decrease in net current a
from a hypothetical 10% adverse change in quotesign currency exchange rates would be $19.2 millio

Interest Rate Risk

Our cash and cash equivalents primarilystestad of highlyrated commercial paper and money market funds. Weemtly have n
investments of any type and do not have any kemngr borrowings. Our exposure to market risk foargles in interest rates is limited beci
nearly all of our cash and cash equivalents hasleg-term maturity and are used primarily for wingkcapital purposes.

Impact of Inflation

We believe that our results of operatiores mot materially impacted by moderate changeséninflation rate. Inflation and chang
prices did not have a material effect on our bussnénancial condition or results of operation2@98, 2009, 2010 or the first quarter of 2011.

60




Table of Contents
Critical Accounting Policies and Estimates

The preparation of financial statementganformity with generally accepted accounting piptes of the United States, or U.S. GA,
requires estimates and assumptions that affeatef@rted amounts and classifications of assetdiahbitities, revenues and expenses, anc
related disclosures of contingent liabilities i ttonsolidated financial statements and accompgmutes. The SEC has defined a compi
critical accounting policies as the ones that aostimportant to the portrayal of the company'afficial condition and results of operations,
which require the company to make its most diffieudd subjective judgments, often as a result®fided to make estimates of matters th:
inherently uncertain. Based on this definition, lnave identified the following critical accountingljzies and estimates addressed below
also have other key accounting policies, which in@dhe use of estimates, judgments, and assungptiat are significant to understanding
results. See Note 2 Summary of Significant Accounting Policieof Notes to Consolidated Financial Statementsfiwther informatior
Although we believe that our estimates, assumptiansgl judgments are reasonable, they are based iofmymation available at the tin
Actual results may differ significantly from thesstimates under different assumptions, judgmentspiditions.

Revenue Recognition

We recognize revenue from the sale of Googpwhen the following criteria are met: persuagvéence of an arrangement ex
delivery has occurred; the selling price is fixeddeterminable; and collectability is reasonablgussd. These criteria generally are met v
the number of customers who purchase the dailyeleadeds any predetermined minimum or threshokkdan the executed contract with
merchants. We record the gross purchase price egdvee excluding taxes where applicable, as welaerimary obligor in the transacti
and record an allowance for estimated customendsfon total revenue primarily based on historsglerience.

We use various customer loyalty and rewa@hrams to build brand loyalty and provide sulizms with incentives to buy Groupa
When subscribers perform qualifying acts, suchrasiging a referral to a new subscriber or parttipg in promotional offers, we grant
customer credits that can be redeemed for awauds &sifree or discounted goods or services inuhed. We accrue the costs related tc
associated obligation to redeem the award credéstgd at issuance in accrued expenses on theliaied balance sheets and recorc
corresponding offset to revenue on the consolidstatments of operations.

If our judgments regarding estimated customefunds and accrued costs associated with cesttogalty and reward programs
inaccurate, actual net revenue could differ fromamount we recognize, directly impacting our ressof operations.

Acquisitions and the Recoverability of Goodwill ah@ng-Lived Intangible Assets

A component of our growth strategy has beeacquire and integrate businesses that compleowerexisting operations. We account
business combinations using the purchase methatadunting and allocate the purchase price of aeduiompanies to the tangible .
intangible assets acquired and liabilities assubzgtd upon their estimated fair value at the pseldate. The difference between the purc
price and the fair value of the net assets acqugregcorded as goodwill.

In determining the fair value of assetsuaiEgl and liabilities assumed in a business contisinawe primarily use recognized valuai
methods such as an income approach or a cost appeval apply present value modeling. Our significestimates in the income or ¢
approach include identifying business factors saghkize, growth, profitability, risk and return iomestment and assessing comparable re\
and operating income multiples in estimating thie Value. Further, we make certain assumptions iwifiresent value modeling valuat
techniques including riskdjusted discount rates, future price levels, rafdscrease in operating expenses, weighted aeetagt of capite
rates of long-term growth,
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and effective income tax rates. Valuations arequeréd by management or independent valuation digtsiander management's supervis
where appropriate. We believe that the estimatédvidue assigned to the assets acquired anditiabilassumed are based on reasol
assumptions that marketplace participants would Heevever, such assumptions are inherently unecegad actual results could differ fr
those estimates.

Future changes in our assumptions or therriglationship of those assumptions may negativelyact future valuations. In futt
measurements of fair value, adverse changes ioutised cash flow assumptions could result in areimpent of goodwill or intangible ass
that would require a nooash charge to the consolidated statements of tigreseand may have a material effect on our finanobndition an
operating results.

Stock-Based Compensation

We measure stodlased compensation cost at fair value, net of estich forfeitures, and generally recognize the cpwadin
compensation expense on a straight-line basis theerservice period during which awards are expettedest. We include stodiase
compensation expense in selling, general and adtrative expenses in our consolidated statementpefations. The fair value of restric
stock and restricted stock units is based on thegatian of our common stock on the date of grargtdbmining the fair value of stodkase!
awards at the grant date requires judgment.

We use the Black-Scholes-Merton optwiting model to determine the fair value of stogitions. The determination of the grant date
value of options using an optigoricing model is affected by our estimated commimglsfair value as well as assumptions regardingrabe
of other complex and subjective variables. Theg@bkes include the fair value of our common stoml; expected stock price volatility o
the expected term of the options, stock option @gerand cancellation behaviors, ris&e interest rates, and expected dividends, ware
estimated as follows:

. Fair Value of Our Common Stoc Because our stock has not been publicly tradedmwst estimate the fair value of comr
stock, as discussed in "Common Stock Valuation&vibe

. Expected Term.The expected term represents the period of tiraestock options are expected to be outstandingsaased c
the "simplified method" allowed under SEC guidandée used the "simplified method" due to the lacksofficient historice
exercise data to provide a reasonable basis up@hwa otherwise estimate the expected life ofdtoek options.

. Volatility. Since we do not have a trading history for oumpgmn stock, the expected stock price volatility veaimated b
taking the average historic price volatility forkpiely-traded options of comparable industry peers siniilagize, stage of lii
cycle and financial leverage, based on daily palservations over a period equivalent to the exgokt#rm of the stock opti
grants. We did not rely on implied volatilities tthded options in our industry peers' common stoegause the volume
activity was relatively low. We intend to contintee consistently apply this process using the samsnailar public companic
until a sufficient amount of historical informatiaegarding the volatility of our own common stodkaee price becom
available, or unless circumstances change suchthkaidentified companies are no longer similaug in which case, mc
suitable companies whose share prices are pulalicitable would be utilized in the calculation.

. Risk-free Interest RateThe riskfree interest rate is based on the yields of UrSa3ury securities with maturities similar to
expected term of the options for each option group.

. Dividend Yield. We do not presently plan to pay cash dividendhénforeseeable future. Consequently, we usedpecee!
dividend yield of zero.

If any of the assumptions used in the Bl8ckoles-Merton model changes significantly, stbaked compensation for future awards
differ materially compared with the awards granteelviously.
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The following table presents the weightagirage assumptions used to estimate the fair wdlogtions granted during the years er
December 31, 2008, 2009 and 2010:

2008 2009 2010
Dividend yield — — —
Risk-free interest rat 3.1(% 2.82% 2.5¢%
Expected term (in year 5.9¢ 6.84 6.1
Expected volatility 46% 46% 46%

Common Stock Valuations

The fair value of the common stock undexdyour stock options was determined by our boardirefctors, or the Board, which inten:
that all options granted were exercisable at aeppr share not less than the per share fair \dloar common stock underlying those opti
on the date of grant. The assumptions we use inah&tion model are based on future expectationsbined with management judgment
the absence of a public trading market, the Boaitth imput from management exercised significantgjuént and considered numer
objective and subjective factors to determine #ie ¥alue of our common stock as of the date oheaation grant, including the followii
factors:

. the prices, rights, preferences and privilegesuofpweferred stock relative to the common stock;

. the prices of our preferred stock sold to outsidestors in arms-length transactions;

. our operating and financial performan

. current business conditions and projectic

. the hiring of key personnel,

. the history of the Company and the introductiomefv products and services;

. our stage of developmet

. the likelihood of achieving a liquidity event fdne shares of common stock underlying these stotikrsy such as an init

public offering or sale of the Company, given piitrg market conditions;

. any adjustment necessary to recognize a lack dfeteility for our common stocl
. the market performance of comparable pub-traded companies; at
. the U.S. and global capital market conditions.
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We granted stock options with the followixgrcise price ranges each quarter since the iegionf 2008:

Shares Underlying Weighted Average

Three Months Ended Options Exercise Price

March 31, 200¢ — —
June 30, 200 30,00( 0.0<
September 30, 20( 480,00( 0.0¢
December 31, 200 600,00( 0.0z
March 31, 200¢ 300,00( 0.0t
June 30, 200 2,814,001 0.0¢
September 30, 20( 3,258,00! 0.1€
December 31, 200 873,00( 0.51
March 31, 201( 5,625,00! 2.4z
June 30, 201 1,121,401 3.3t
September 30, 201 1,868,201 4.4¢
December 31, 201 150,60( 6.9t
March 31, 201: 60,00( 15.8(

Summarized below are the significant faxtbie Board considered in determining the fair @alfithe common stock underlying our stock-
based awards.

Fiscal Year 2008 and Prior

We raised $4.7 million in net proceeds fritva issuance convertible preferred stock in Jan2@®8 and began operations with the lat
of our first market in Chicago in November 2008.

Fiscal Year 2009

First Quarter 2009. In the first quarter, we generated revenue0o8 $nillion for the first quarter of 2009 througbntinued t
growth in the Chicago market.

Second Quarter 2009. In the second quarter, we launched our seniitdsur additional markets (New York, Washing
D.C., San Francisco and Boston) and the total nurobesubscribers rose to approximately 0.2 millanJune 30, 2009. V
generated revenue of $3.3 million for the secoratgu of 2009.

Third Quarter 2009. In the third quarter, we launched our service$2 new markets across the United States andothl
number of subscribers increased to approximatéynillion at September 30, 2009. We generated nezexf $10.0 million fc
the third quarter of 2009.

Fourth Quarter 2009. In the fourth quarter, we raised $29.9 milliomet proceeds from the issuance of convertibédeprec
stock in November 2009 and the total number of cuitisrs increased to approximately 1.8 million &cBmber 31, 2009 as
launched our services in 13 additional markets ssctbe United States. We generated revenue of $ii6i®n for the fourtt
quarter of 2009.

Fiscal Year 2010

First Quarter 2010. In the first quarter, the total number of sulizers increased to approximately 3.4 million asviafrch 31
2010 as we launched our services in 13 new mad@tsss the United States. In addition, we launahedofficial Groupol
application for the Apple iPhone and iPod touchjolhprovides a more convenient buying and redempgimcess for bo
consumers and merchants. We generated revenud & $llion for the first quarter of 2010.
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Second Quarter 2010. In the second quarter, we raised $134.9 miliilomet proceeds from the issuance of convel
preferred stock in April 2010. We also expanded glabal presence to 80 markets and 16 countridSuirope and in Lat
America with acquisitions. In addition, we acquirednobile development company in May 2010. We kEsached our servic
in 20 additional markets across North America,udahg Toronto and Vancouver, increasing the totahber of subscribers
approximately 10.4 million as of June 30, 2010. §¢aerated revenue of $87.3 million for the secamattgr of 2010.

Third Quarter 2010. In the third quarter, the total number of sullmrs increased to approximately 21.4 million d
September 30, 2010 as we launched our serviceg ime® markets across North America, including Oglggdmonton an
Ottawa. We also expanded our global presence h@oRussian Federation and Japan in August 2018ddiition, we bege
targeting deals to subscribers based upon thesopat preferences and buying history. We genenateghue of $185.2 millic
for the third quarter of 2010.

Fourth Quarter 2010. In the fourth quarter, we raised $449.7 milliannet proceeds from the issuance of preferredksin
December 2010. In addition, we expanded our presémdhe AsiaPacific region, and we also acquired Ludic Labs,,lm
company that designs and develops local marketmgices, in November 2010. The total number of sribsrs increased
approximately 50.6 million as of December 31, 2@$0ve launched our services in 69 additional mar&etoss North Americ
including 12 markets in Canada. We generated reveh$396.6 million for the fourth quarter of 2010.

Fiscal Year 2011

First Quarter 2011. In the first quarter of 2011 we raised $492iBion in net proceeds from the issuance of preférstock
We expanded our presence into new and expandinketsan India, Malaysia, South Africa and the Migl#last through a ser
of acquisitions. The total number of subscribecsaased to approximately 83.1 million as of Mar¢h23011 as we launched
services in 20 additional markets across North AtaeiVe generated revenue of $644.7 million forfitet quarter of 2011.

Income Taxes

We are subject to income taxes in bothUt® and numerous foreign jurisdictions. Significardgment is required in evaluating our
positions and determining our provision for incotares. During the ordinary course of business etlaee many transactions and calculal
for which the ultimate tax determination is uncertdor example, our effective tax rates could teeasely affected by earnings being lo
than anticipated in countries where we have loveusory rates and higher than anticipated in coemtwvhere we have higher statutory re
by changes in foreign currency exchange rateshbpges in the valuation of our deferred tax asseddliabilities, or by changes in the rele
tax, accounting and other laws, regulations, pples and interpretations.

We are subject to audit in various jurisidics, and such jurisdictions may assess additimcalme tax against us. Although we believe
tax estimates are reasonable, the final determoimaif any tax audits and any related litigation |dobe materially different from historic
income tax provisions and accruals. The resulnodudit or litigation could have a material effentour operating results or cash flows in
period or periods for which that determination iade.

We account for income taxes using the liighmethod, under which deferred income tax asaets liabilities are recognized based L
anticipated future tax consequences attributabldifferences between financial statement carryiatues of assets and liabilities and t
respective tax bases. We regularly review defetawadissets to assess their potential realizatidreatablish a valuation allowance for porti
of such assets to reduce the carrying value if avaat consider it to be more likely than not
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that the deferred tax assets will be realized. élmgnge in the valuation allowance would be chatgadcome in the period such determina
was made.

In performing this review, we make estinsaémd assumptions regarding projected future taxialsbme, the expected timing of rever
of existing temporary differences and the impleratah of tax planning strategies. A change in thessumptions could cause an increa:
decrease to the valuation allowance resulting itnarease or decrease in the Company's effectiveata, which could materially impact «
results of operations.

Recent Accounting Pronouncements

In September 2006, the Financial AccountBndards Board, or the FASB, issued accountiniglagae, which, among ott
requirements, defines fair value, establishes adrork for measuring fair value, and expands d&scles about the use of fair ve
measurements. Such guidance prescribes a singietioef of fair value as the price that would bee®ed to sell an asset or paid to trans
liability in an orderly transaction between margetticipants at the measurement date. For finam$éluments and certain nonfinancial as
and liabilities that are recognized or disclosefhatvalue on a recurring basis at least annuditig, guidance was effective beginning the
fiscal year that begins after November 15, 2007s Plortion of the guidance, which was adopted ad@foeginning of 2008, had no impac
our consolidated financial statements. For all otienfinancial assets and liabilities the guidamnes effective for fiscal years beginning a
November 15, 2008. We adopted this guidance effeds of the beginning of 2009, and its applicatiaa no impact on our consolida
financial statements. In January 2010, the FASBedsadditional guidance that improves disclosutesut fair value measures that w
originally required. The new guidance is effectige interim and annual periods beginning after Deber 15, 2009, except for the disclos
about purchases, sales, issuances and settlenmetiie roll forward of activity in Level 3 fair vadumeasurements. Those disclosure:
effective for fiscal years beginning after Decemb®&y 2010, and for interim periods within thoserged he adoption of this guidance did
impact our financial position or results of opevas.

In December 2007, the FASB issued guiddhatestablishes principles and requirements fterdening how a company recognizes
measures the fair value of identifiable assetsiaeduliabilities assumed, noncontrolling interestsl certain contingent considerations acqt
in a business combination. The guidance on busic@sdinations also requires acquisiti@lated transaction expenses and restructuring
be expensed as incurred rather than capitalizeis. Juidance became effective for fiscal years bagm after December 15, 2008 and
adopted the provisions of this guidance prospégtiveginning in 2009. In December 2010, the FAS®iexl an update to this guidance, w
specifies that if a public entity presents compeaeatinancial statements, the entity should diselosvenue and earnings of the combined ¢
as though the business combination(s) that occutuehg the current year had occurred as of thenbétg of the comparable prior ann
reporting period. The amendments also expand tipplsomental pro forma disclosures that are requifidte new guidance is effect
prospectively for business combinations for whieé &cquisition date is on or after the beginnintheffirst annual reporting period beginr
on or after December 15, 2010. We adopted the giang of this business combinations guidance abégénning of 2011.

In April 2008, the FASB issued a staff piosi that amends the list of factors an entity $té@onsider in developing renewal or exten
assumptions used in determining the useful lifeeabgnized intangible assets. This new guidancéegp intangible assets that are acqt
individually or with a group of other assets in im@ss combinations and asset acquisitions. Undemgtlidance, entities estimating the us
life of a recognized intangible asset must consildeir historical experience in renewing or exteigdsimilar arrangements or, in the absen:
historical experience, must consider assumptioas tinarket participants would use about renewalxtersion. This staff position beca
effective for fiscal years beginning after Decembgr2008. We adopted the provisions of this guigan
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prospectively beginning in 2009, and its applicati@d no impact on our consolidated financial shatgts.

In June 2009, the FASB issued guidance ékteblishes the FASB Accounting Standards Codiificeas the sole source of authorita
U.S. GAAP. Pursuant to these provisions, we haeerporated the applicable references in its codatdd financial statements. The ador.
of this guidance did not impact our financial psitor results of operations.

In June 2009, the FASB issued guidance #fiatinates the qualifying special purpose entipneept, changes the requirements
derecognizing financial assets and requires enldadiselosures about transfers of financial asSdts. guidance also revises earlier guidi
for determining whether an entity is a variablerisst entity, requires a new approach for detenmgimiho should consolidate a variable inte
entity, changes when it is necessary to reassesshduld consolidate a variable interest entityl @guires enhanced disclosures related
enterprise's involvement in variable interest @git The guidance is effective for the first annueporting period that begins al
November 15, 2009. We adopted the provisions & thiidance prospectively beginning in 2010, andaiplication had no impact on «
consolidated financial statements.

In September 2009, the FASB issued guidahe¢ allows companies to allocate arrangementideration in a multiple eleme
arrangement in a way that better reflects the &eticen economics. It provides another alternativeefstablishing fair value for a delivera
when vendor specific objective evidence or thirdyavidence for deliverables in an arrangemenhotabe determined. When this evide
cannot be determined, companies will be requiredegelop a best estimate of the selling price tpasse deliverables and alloc
arrangement consideration using the relative sglirce method. The guidance also expands theodisi? requirements to require tha
entity provide both qualitative and quantitativéoimation about the significant judgments madepplging this guidance. This guidance \
effective on a prospective basis for revenue aearents entered into or materially modified on deafanuary 1, 2011. The adoption of
guidance did not have a material impact on our alistested financial statements.

In February 2010, the FASB issued guidamdfective immediately that removes the requirementlisclose the date through wt
subsequent events were evaluated in both originsdlyed and reissued financial statements for SlE.f The adoption of this guidance
not have a material impact on our consolidatedhiiied statements.

In December 2010, the FASB issued guidameit when to perform Step 2 of the goodwill impaent test for reporting units with zerc
negative carrying amounts. According to the newdgace, entities must consider whether it is mdelyli than not that goodwill impairme
exists by assessing if there are any adverse gtinaditfactors indicating impairment. The qualitatifactors are consistent with the exis
guidance. The new guidance is effective for fispahrs, and interim periods within those years, gy after December 15, 2010. °
adoption of this new guidance did not have a malt@ripact on the consolidated financial statements.
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BUSINESS

Groupon is a local @mmerce marketplace that connects merchants teuowrs by offering goods and services at a disc
Traditionally, local merchants have tried to reaohsumers and generate sales through a varietethfods, including the yellow pages, di
mail, newspaper, radio, television and online afisements, promotions and the occasional guy dgnmina street corner in a gorilla suit.
bringing the brick and mortar world of local commeionto the internet, Groupon is creating a new feajocal merchants to attract custon
and sell goods and services. We provide consumighssavings and help them discover what to do, &=#,and buy in the places where
live and work.

We started Groupon in November 2008 antbelthe growth of our business demonstrates tieepof our solution and the size of
market opportunity:

. We increased our revenue from $3.3 million in teeand quarter of 2009 to $644.7 million in thetfgsarter of 2011

. We expanded from five North American markets ashwfe 30, 2009 to 175 North American markets andalBitries as ¢
March 31, 2011.

. We increased our subscriber base from 152,203 aisn&f 30, 2009 to 83.1 million as of March 31, 2(

. We increased the number of merchants featuredrimmauketplace from 212 in the second quarter 092@056,781 in the fir
quarter of 2011.

. We sold 116,231 Groupons in the second quarte0@® 2ompared to 28.1 million Groupons in the figgarter of 2011

. We grew from 37 employees as of June 30, 200911077employees as of March 31, 20

Each day we email our subscribers discaumtifers for goods and services that are targetedobation and personal preferen:
Consumers also access our deals directly throughvebsites and mobile applications. A typical deédht offer a $20 Groupon that can
redeemed for $40 in value at a restaurant, spa gaglio, car wash or other local merchant. Custsmerchase Groupons from us and rec
them with our merchants. Our revenue is the pueipaise paid by the customer for the Groupon. @asg profit is the amount of revenue
retain after paying an agreed upon percentageegbuinchase price to the featured merchant.

Groupon primarily addresses the worldwideal commerce markets in the leisure, recreatimodgervice and retail sectors. Accordin
Euromonitor, the leisure, recreation and foodservitarket is expected to be $1.4 trillion in the La8d $5.3 trillion internationally in 201
The retail market is expected to be $2.9 trillionthie U.S. and $12.2 trillion internationally in120 We believe a substantial portion of tt
expenditures on leisure, recreation, foodserviag r@tail will be spent with local merchants. Groopaliso addresses the online adverti
market serving these merchants. The size of the dhléhe advertising market is estimated to be $Hlllion in 2011, of which $16.1 billion
estimated to be spent by local merchants accordiriBorrell Associates. The size of the global oaledvertising market is estimated tc
approximately $79 billion in 2011, according to IDC
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Our Business
The following examples illustrate how ouanketplace works and the benefits it can providenserchants and consumers.
. Twe-Hour Romantic Dinner Cruise With Star Fleet Enterlament Yachts, Houston, Texe

Merchant Objective :  Star Fleet Entertainment Yachts, a yacht eindntisiness on the Texas Gulf Coast, hosts murglsteny
themed and romantic dinner cruises for up to 15@@agers. Star Fleet regularly sold out its munagstery themed cruises, |
had trouble filling its romantic dinner cruises.eTRresident and Chief Executive Officer of StaeFkpught to use our service
a marketing tool to introduce Star Fleet to newstmners and increase sales.

The Deal: On January 19, 2010, we emailed and postedottmving Groupon daily deal in Houston, Texasttbéfered on
ticket on a two-hour romantic dinner cruise on $ter Fleet Entertainment Yacht for $32, a 50% digsto

$32 for One Ticket on a Two-Hour Romantic
Dinner Cruise With Star Fleet Entertainment
Yachts ($64 Value)

Star Fleet Entertainment Yachts

Value Discount  You Save
64 50% $32

| Buy itfor a friend!
This deal ended at:
11:58PM
o1heR010

2,181 bought

v;? The deal is onl o Scenic sunset views

Tipped at 6:58AM with 40 bought = Mived bevarages
= Gourmeat buflel and music included

Highlights

share: o (2] WD uke

The Results: We sold 2,181 Groupons in 24 hours. By targetin undeperforming segment of its business, Star Fleel
able to increase ticket sales for romantic dinmaises. In addition, more than half of the Groupaese sold to new custome
Star Fleet's website traffic peaked on the daydéed was offered at approximately 6,700 uniques;i§i2% of which were fro
new visitors. Star Fleet sold out all romantic @ingruises from January 19, 2010 through Septe®®e2010 and substantic
increased its gross sales for romantic dinner esuts®mpared to the same period in the prior year.
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. Latin Cuisine and Drinks at Seviche, Louisville, ikaucky

Merchant Objective : Seviche is an award-winning restaurant locatedouisville, Kentucky. Despite Seviche's award-
winning status, it struggled during the winter mtento maintain sales even after trying several $owoh traditional loce

marketing.

The Deal: On February 8, 2010, we emailed and postedall@ving Groupon daily deal in Louisville, Kentk that offere
$60 worth of Latin cuisine and drinks for $25, &&8iscount.

$25 for $60 Worth of Latin Cuisine and Drinks

at Seviche
Seviche Restaurant Door Parl

Value Discount  You Save

S60 58% 835
T Buy itforafriend!

This deal ended at
11:59PM
02082010

283 botige Highlights

ﬂ‘?. The deal is on! .
Tipped at 7:26AM with 25 bought .

Award-winning chal
Inventive Latin culsing
Warm décor

== Excellent service
share: [ (& Mluke

The Results: We sold 793 Groupons in 24 hours. Sevichedorner headcount increased by 170% in the weetwiolly the
daily deal. The Groupon customers spent an aveB8fe above the $60 face value of the Groupon, géngrapproximatel
$80,000 in gross sales.

We have offered deals involving over 14@edént types of businesses, services and actvitiat fall into the six broad catego
identified below. The following chart shows the gamtage of deals we offered worldwide across tlwasegories during the first quarter

2011:

Services,
1% Activities,

15%

Retail,
e Events,
1%
Food &
Healih & Drink,
Beauty, 23%

3%
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Our Advantage

We have created arcemmerce marketplace for connecting local merchant®nsumers. Although there are many companiéshatave
tried to replicate our approach, we believe thatdbstomer experience and relevancy of our deatgnerchant scale and quality and our b
are sustainable competitive advantages.

Customer Experience and Relevance of DeaMl/e are committed to providing a great customgrerience and maintaining the trus
our customers. Consistent with this commitment,"@noupon Promise" is core to our customer serpltiéosophy:

" Nothing is more important to us than treating oustomers well. If you ever feel like Groupon lat gown, give us a call a
we'll return your purchase—simple as thiat

In addition, we use our technology andedtaltarget relevant deals based on individual gilter preferences. As we increase the vo
of transactions through our marketplace, we in@¢hse amount of data that we have about deal pedioce and customer interests. This
allows us to continue to improve our ability to fn@herchants design the most effective deals aridedaleals to customers that better m
their interests. We use information about our sribscs to select and send deals via email and alrilmapplications can also target dea
subscribers based on proximity to the sponsoringchaat. Increased relevancy enables us to offearaédaily deals, which we believe res
in increasing purchases by targeted subscribezseltly driving greater demand for Groupons. We noortite relevancy of deals by measu
purchasing rates among targeted subscribers.

Merchant Scale and Quality. In the first quarter of 2011, we featured dedadsn over 56,000 merchants worldwide across ovil
categories of goods and services. Our salesforaaverf 3,500 sales representatives enables us th with local merchants in 175 No
American markets and 43 countries. We draw on Xipemence we have gained to evaluate prospectivetrarts based on quality, location
relevance to our subscribers. We maintain a laage of prospective merchants interested in our etaldce, which enables us to be n
selective and offer our subscribers higher qualégls. Increasing our merchant base also incrélasesimber and variety of deals that we «
to consumers, which we believe drives higher suilbscand user traffic, and in turn promotes greaterchant interest in offering deals thro
our marketplace, creating a network effect.

Brand. We believe we have built a trusted and recadie brand by delivering a compelling value profosito merchants a
consumers. A benefit of our brand is that a sulbistigoortion of our subscribers in our establisinearkets is acquired through word-oiuth
We believe our brand is trusted due to our dedioatd our customers and our significant investniecustomer satisfaction.

Our Strategy

Our objective is to become an essentiat pheveryday local commerce for consumers and hzmns. Key elements of our strat
include the following:

Grow our subscriber base. As of March 31, 2011, we had 83.1 million sullzgrs. We have made significant investments taie
subscribers through online marketing initiativeacts as search engine marketing, display advertisesneeferral programs and affilii
marketing. In 2010 and during the first quarter26fl1, we spent $241.5 million and $179.9 millioaspectively, on these initiatives.
addition, our subscriber base has increased by-afndouth. We intend to continue to invest in acquirsugpscribers so long as we believe
economics of our business support such investm8ets."—Subscriber Economics.” Our goal is to retain emgstind acquire new subscrik
by providing more targeted and reghe deals, delivering high quality customer sesvémd expanding the number and categories of de&
offer. We intend to continue to invest in the depshent of increased relevance of
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our service as the number and variety of our deasoffer our subscribers increase and we gain nmdoFmation about our subscribe
interests.

Grow the number of merchants we featuréuring 2010 and the first quarter of 2011, watfired Groupon daily deals for over 66,
merchants and over 56,000 merchants worldwide ewsly. To drive merchant growth, we have expanttee number of ways in whi
consumers can discover deals through our marketplae adjust the number and variety of productffer merchants based on merct
demand in each market. We have also made signifinmastments in our salesforce, which builds manthrelationships and local expert
Our merchant retention efforts are focused on plingi merchants with a positive experience by ofigtiargeted placement of their deals tc
subscriber base, high quality customer servicetaols to manage deals more effectively. For exampke recently began offering a mol
redemption application that enables our merchantadanage their Groupon business and maintain aoimggelationship with their Group
customers.

Increase the number and variety of our picid through innovation. We have launched a variety of new producthiégast 12 mont
and we plan to continue to launch new productsntyeiase the number of subscribers and merchantdrémsact business through
marketplace. For example, to better target subsigjlin February 2011, we launched Deal Channdig;hnaggregates daily deals from
same category. We currently offer Deal Channeledme and garden and event tickets and travel. dlitiad, we recently have launck
Groupon NOW, which is a deal initiated by a mer¢hmmndemand and offered instantly to subscribensuilfh mobile devices and our web:
As our local eeommerce marketplace grows, we believe consumeérsiseé Groupon not only as a discovery tool foralomerchants, but al
as an ongoing connection point to their favoritechants.

Expand with acquisitions and business dgrakent partnerships. Since May 2010, we have made 13 acquisitions: larges
transaction to date was our acquisition of CityDe@eatompany based in Europe that operated in 8&atsam 16 countries with 1.9 millis
subscribers at the time of acquisition. Excludinity@eal, each of the companies we have acquireddsmithan $1 million in annual revenu
the time of acquisition. Typically, the core assitat we gain from an acquisition are a local managnt team and small subscriber
merchant bases, to which we then apply our exgentsources and brand to scale the businessditioadto acquisitions, we have entered
agreements with local partners to expand our iaténal presence. For example, in February 2011emered into a partnership with T
Burgundy Limited, or Tencent, a Chinese internempany, to operate a Chinesec@nmerce website. We have also signed partne
agreements with companies such as eBay, Micro¥aftpo and Zynga, pursuant to which these partnispday, promote and distribute «
deals to their users in exchange for a share ofréekienue generated from our deals. We intend tdiraos to expand our business v
acquisitions and business development partnerships.
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Subscriber Economics

We have grown our subscriber base frorm@lon as of June 30, 2009 to 83.1 million subkers worldwide as of March 31, 2011. "
chart below shows the number of our subscribers #s end of each quarter since June 30, 2009:

Subscribers (in millions)
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We grow our subscriber base through mangetnitiatives and word-ofrouth. Online marketing consists of search engimekating
display advertisements, referral programs andiatkil marketing and has historically represented latgest operating expense. Our off
marketing programs include traditional televisibillboard, and radio advertisements, public reladi@s well as sponsored events to inci
our visibility and build our brand.

In 2010 and the first quarter of 2011, wperg $241.5 million and $179.9 million, respectivebn subscriber acquisition. We acqu
48.8 million and 32.5 million subscribers, respeslyy, during those periods. Since our inception haee prioritized growth, and investment
our marketing initiatives have contributed to oosdes. Our investments in subscriber growth aredrby the cost to acquire a subscribe
compared to the profits we expect to generate filvah subscriber over time. Once acquired, subswribave been relatively inexpensive
maintain because our interaction is largely limitediaily emails and our mobile applications. Otere, as our business continues to scale
we become more established in a greater percewntagar markets, we expect that our marketing expemdl decrease as a percentag
revenue.

To demonstrate the economics of our businesdel, we have compared the revenue and grofis ggnerated from the North Americ
subscribers we acquired in the second quarter 0,2@hich we refer to as our Q2 2010 cohort, todhkne marketing expenses incurre:
acquire such subscribers. The Q2 2010 cohortustititive of trends we have seen among our Nortlergan subscriber base. The Q2 Z
cohort included 3.7 million subscribers that weiatly spent $18.0 million in online marketing toquire in the second quarter of 2010. In
quarter, we generated $29.8 million in revenue $t2.8 million in gross profit from the sale of appimately 1.2 million Groupons to the
subscribers. Through March 31, 2011, we generaieabgregate of $145million in revenue and $61.7 million in gross ptdfiom the sale «
approximately 6.3 million Groupons to the Q2 20ikthart. In summary, we spent $18.0 million in onlimarketing expense to acqt
subscribers in the Q2 2010 cohort and generated $6illion in gross profit from this group of sub#xers over four quarters.

To further illustrate our business modet, mave provided case studies for Chicago, theo$iteir North American headquarters and
oldest North American market, Boston, our secomgsti North American market, Berlin, the site of ouernational headquarters, and Lont
both international
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markets we entered through the CityDeal acquisitidme performance of these markets is not necégsadicative of our current or futu

performance in other markets.

Case Study: Chicago

Chicago is the first market we entered, wedoffered our first daily deal there in NovemB6&08. Chicago is also our largest market.
to our history in Chicago and the fact that we faadquartered there, we have tested new featucestategies in Chicago. As of June
2009, we had 36,891 subscribers, and, for the skeqoarter of 2009, we generated $1.6 million inerexe from 46,909 Groupons sold. A:
March 31, 2011, we had 1.5 million subscribers,,dod the first quarter of 2011, we generated $2iilion in revenue from 950,6!
Groupons sold. The following table shows subscsitasrd cumulative customers as of the end of eaahteyuand featured merchants, reve

and Groupons sold in each quarter beginning wighsttcond quarter of 2009:

Three Months Ended,

Jun. 30, Sept. 30, Dec. 31, Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31,

Chicago 2009 2009 2009 2010 2010 2010 2010 2011
Subscriber 36,89 62,03¢ 147,88: 268,05t 492,82¢ 750,118 1,102,141 1,504,97:
Cumulative

custome 19,00 43,02: 74,237 125,40 184,07 285,98 409,74¢ 552,71:
Featured

merchar 67 92 131 144 157 233 47C 75¢
Revenue

(in

millions) $ 1€ $ 3C$ 3¢$ 6.2 % 93 % 131 % 16.¢ $ 21.F
Groupons

sold 46,90¢ 84,37: 149,37. 263,30: 350,92¢ 541,08 678,93: 950,68¢

Case Study: Boston

Boston is the second market we entered,vemaffered our first daily deal there in April ZD0As of June 30, 2009, we had 17,
subscribers, and, for the second quarter of 20@9generated $0.7 million in revenue from 26,032upoms sold. As of March 31, 2011,
had 778,936 subscribers, and, for the first quarte2011, we generated $9.3 million in revenue fr888,178 Groupons sold. The follow
table shows subscribers and cumulative customeos & end of each quarter and featured mercheengnue and Groupons sold in €

quarter beginning with the second quarter of 2009:

Three Months Ended,

Jun. 30, Sept. 30, Dec. 31, Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31,

Boston 2009 2009 2009 2010 2010 2010 2010 2011
Subscriber 17,06¢ 56,90« 122,37¢ 194,61' 285,61' 412,467 561,06: 778,93t
Cumulative

custome 8,54t  20,95: 36,63¢ 62,61( 94,617 142,93( 197,96. 272,54¢
Featured

merchar 66 75 87 11C 11€ 14¢& 28¢€ 45¢
Revenue

(in

milions) $ 07$ 14 $ 18 $ 29 $ 4€ $ 5.9 % 71 % 9.3
Groupons

sold 26,03: 39,99¢ 56,457 95,75t 152,67 223,46¢ 284,15  388,17¢
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Case Study: Berlin

Berlin was one of the international markets entered through our acquisition of CityDeal ethwas completed in May 2010 and is
site of our European headquarters. As of June 8@0,2we had 92,500 subscribers and, for the secprdter of 2010, we genera
$1.0 million in revenue from 47,068 Groupons s@d.of March 31, 2011, we had 396,000 subscriberd, &or the first quarter of 2011
generated $6.1 million in revenue from 229,279 @ums sold. The following table shows subscribes @mulative customers as of the
of each quarter and featured merchants, revenu&amagpons sold in each quarter beginning with gwed quarter of 2010:

Three Months Ended,

Jun. 30, Sept. 30, Dec. 31, Mar. 31,
Berlin 2010 2010 2010 2011
Subscriber: 92,50( 152,80( 261,20( 396,00(
Cumulative customel 9,072 23,007 40,99: 69,417
Featured merchan 10¢€ 26€ 305 41¢€
Revenue (in millions $ 1C $ 24 % 45 $ 6.1
Groupons solt 47,06¢ 89,32 124,58! 229,27

Case Study: London

London also was one of the internationatkets we entered through our acquisition of CityDé& of June 30, 2010, we had 159,
subscribers, and for the second quarter of 201@emerated $1.7 million in revenue from 49,564 @ums sold. As of March 31, 2011, we
1,602,968 subscribers, and, for the first quart&0d1 we generated $20.1 million in revenue frad2,886 Groupons sold. The following te
shows subscribers and cumulative customers aseoérid of each quarter and featured merchants, wevamd Groupons sold in each que
beginning with the second quarter of 2010:

Three Months Ended,

Jun. 30, Sept. 30, Dec. 31, Mar. 31,
London 2010 2010 2010 2011
Subscriber: 159,15¢ 423,66( 993,62: 1,602,96!
Cumulative customel 10,28¢ 34,18: 75,891 144,93:
Featured merchan 10z 232 294 432
Revenue (in millions $ 17 $ 54 $% 106 $ 20.1
Groupons solt 49,56¢ 126,91t 237,75t 402,08¢
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Our Merchants

In the first quarter of 2011, we featurezhld from over 56,000 merchants worldwide. To driverchant growth, we have expandec
number and variety of product offerings availaliletigh our marketplace and invested in our saleefdrhe charts below show the numbe
merchants we featured in our North America segnaauct our International segment, which we entereMay 2010 with the acquisition
CityDeal, during each quarter indicated:

MNorth America Merchants Featured International Merchants Featured
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Our salesforce includes over 3,500 insidé autside merchant sales representatives who meidthant relationships and provide ¢
expertise. Our North American merchant sales remtesives are based in our offices in Chicago aad international merchant sa
representatives work from our 74 internationalas§. As the size of our salesforce has grown, thdugtivity of our sales representatives
increased. In the first quarter of 2009, when wst fbegan investing in the development of our $ates, the average number of merch
featured per sales representative per month waansixhe average revenue per sales representativagnth was $87,000. In the first qus
of 2011, the average number of merchants featueedales representative per month was 17 and #rage’ revenue per sales represent
per month was $172,000. The following table lists humber of sales representatives in our North rioaie and International segments a
the end of each quarter beginning with the firsrtgr of 2009:

Mar. 31, Jun.30, Sept.30, Dec.31, Mar.31, Jun. 30, Sept. 30, Dec.31, Mar. 31,

Size of Salesforc: 2009 2009 2009 2009 2010 2010 2010 2010 2011

North America 2 18 44 76 12¢€ 201 34¢& 492 661

International — — — — — 1,08( 1,22¢  2,08( 2,89
Total 2 18 44 76 126 1,281 1,57 2,57: 3,55¢

The number of sales representatives isenigh a percentage of revenue in our Internatieeginent due to the need to have separate
organizations for most of the different countriesnihich we operate. Due to local economic cond#jdrowever, the average cost of each
representative is lower in most countries in ogedmational segment as compared to the costs iNNotth American segment.

Our standard contractual arrangements graitthe exclusive right to feature deals for a im@&nt¢'s products and services for a limited
period and provide us with the discretion as totwéeor not to offer the deal during such periodr @erchant pool represents the numb:
committed deals that we have discretion to runngttame. Our merchant pool has grown from 15 aMafch 31, 2009 to over 40,000 as
March 31, 2011. We restrict the size of our merthmool to manage the length of time between conhtsagmning to deal launch, but he
expanded the pool each quarter as we have increagechpacity to offer more deals each day. Théesahiour merchant pool benefits
marketplace by enabling us to offer a wider varadtynore relevant deals.
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The charts below show the size of our memttpool for our North America segment and ourrimi&ional segment, which we entere
May 2010 with the acquisition of CityDeal, as oéthnd of each quarter indicated:

North American Merchant Pool International Merchant Pool
25 (WM
25 M o
20,233 20,00
200, 0} 663
13 i)
L5, 00) 13,984
1115 10,500
Vs, 2 Lot
£ 467 5 00M) A 340
5. DM .
3260
1615 i 0 i} ] ' i)
15 151 il ._|_L 3 T T : .
— e — QI Q209 Q309 Q409 QLD OXI0 QI I0 0400 QL1

QI Q209 Q309 Q409 QL0 QXE0 QI Q400 Ol 1l
Our Products

As our operations have grown, we have mmed the number and variety of products that werofur new products have allowed u
serve more merchants each day by segmenting oscisioér base, offering more relevant, targetedsdaatl increasing the rate at which d
are purchased within each segment. We employ anitdmic approach to deal targeting based on dallaated by us about our subscrib
merchants and deals. We launched our first targgdads in June 2010 in our largest North Americak®ts. The combination of our Na
American salesforce of 661 as of March 31, 201%,technology platform and our merchant pool of 028000 merchants as of March
2011 gives us the ability to target deals to sideeNorth American subscribers within a particutaarket. In addition, instead of featuring
deal per city per day, we can feature multiple sigr city per day matched to different groupsudfseribers based on what we know a
their personal preferences. We intend to contiruéuild our international infrastructure to enabke to offer targeted deals worldwide
targeting increases the number of deals that weffanacross our marketplace.

Our products include:

Featured Daily Deals. We distribute a featured daily deal by email half of local merchants to subscribers using taugeting
technology, which distributes deals to subscriliesed on their location and personal preferencesalb have offered daily deals from r
than 40 national merchants, including Bath & Bodpé, The Body Shop, Hyatt Regency, InterContinehitatels, Lions Gate, Redbc
Shutterfly and Zipcar across subsets of the NorteAcan market. We initially offered one daily déalall subscribers in a given market
now offer several daily deals in most establisheatk®ts. We launched this product in November 2008 iais offered in all of our Nor
American and international markets.

Deals Nearby. Daily deals that do not appear as a featurdy deal appear as Deals Nearby. Each Deal Neantetly is summarize
in fewer than 20 words next to the featured daédpldDeals Nearby often extend beyond the substgibsest market or buying preferen
Deals Nearby can also be targeted to certain siblessy where access to the deal can only be oltahmeugh an emailed hyperlink. Uy
clicking the hyperlink, a subscriber is directedatéull description of the deal that is presentedhe same format as the subscriber's fea
daily deal. We launched this product in January92&ad it is offered in substantially all of our NoAmerican and international markets.
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The following graphic captures the featudedy deal and all Deals Nearby offered in WastongDC on March 24, 2011:

All Deals
T T ' —_—_ F

5. Hol Adr Baloon Team

£80 at Esfhels

National Deals. National merchants also have used our markegpdes an alternative to traditional marketing araht advertising
Although our primary focus continues to be on latedls, we use
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national deals from time to time to build our brasamdareness, acquire new customers and generatéoadtirevenue. As an example,
August 19, 2010, we emailed and posted a Groupdy deal offering $50 of apparel at Gap for $25 3@ million subscribers acrc
85 markets in North America. We sold approximatdB3,000 Groupons in 24 hours, generating over $til®n in revenue. Of tF
consumers who purchased Groupons, approximatelyp@0@vere new subscribers. The Gap deal was aird@al from a national brand t
we distributed across our North American marketac&the Gap deal, we have featured deals from &dag8nNoble, FTD and Nordstrc
across our North American markets.

Groupon NOW. Groupon NOW is a deal initiated by a merchandemand and offered instantly to subscribers tjnanobile device
and our website. Groupon NOW deals target subgsri@hin close proximity of the merchant and theghased Groupons typically ex;
within a few hours of the deal launch. Merchantmizh Groupon NOW deals from our platform and cas thés product to attract custom
when they have excess capacity. We launched GroN@# in the second quarter of 2011 in selected INArherican markets.

Deal Channels. Deal Channels aggregate daily deals from theeseategory and are accessible through our weasdehrough eme
alerts that subscribers sign up to receive. Weeatly offer Deal Channels in home and garden armahtetickets and travel. Merchants
register their deals to be included in a Deal Can8ubscribers can use Deal Channels to focuseals dhat are of interest to them.
launched Deal Channels in February 2011 in selddteth American markets.

Self-Service Deals. Self-Service Deals allows our merchants toaiselfservice platform to create and launch deals at tfiscretion
The use of the platform is free and allows merchémestablish a permanentemmerce presence on Groupon that can be visitgdoiowec
by subscribers. We receive a portion of the puretpaie from deals sold through S8érvice Deals based on the extent to which we na
the deal. We launched Self-Service Deals in Decer@®#0 in selected North American markets.

Distribution

We distribute our deals directly througlvesal platforms: a daily email, our websites, owhite applications and social networks.
also utilize various online affiliates to displagdapromote Groupon deals on their websites, as agethgreements with several large or
brands to distribute our deals. Our large onliffdiaties include eBay, Microsoft, Yahoo and Zyn@ather partnerships allow us to distrit
daily deals to a partner's user base. For exariplBecember 2010, we partnered with Redbox to dfelaily deal to their user base anc
acquired over 200,000 new customers through tHat ahd in March 2011, we partnered with eBay tero& daily deal to their user base
we acquired over 290,000 new customers throughofffizit

In addition, we have partnered with thowsaof smaller online affiliates. Affiliates can eetbour widget onto their website and ea
commission when their website visitors purchaseu@oos through the affiliate link. Our commissioteraaries depending on whether
customer is new or existing and the website's divesdes volume. We also offer commissions to iaffdls when they refer a custome
Groupon. We expect to continue to pursue relatipssto extend the distribution of our deals.

We also use various customer loyalty amgard programs to build brand loyalty and providstomers with incentives to buy Groupc
When customers perform qualifying acts, such asigiog a referral to a new subscriber or partidipgtin promotional offers, we grant
customer credits that can be redeemed for awadsasifree or discounted goods or services inuhed:.

Email. The featured daily deal email contains one liweadeal with a full description of the deal arftea contains links to "More Gre
Deals Nearby," all of which are available withiswibscriber's market. A subscriber who clicks omal @vithin the daily email is directed to
website to learn more
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about the deal and to purchase the Groupon. Wetsoeseemail "WOW" deals to targeted subscriberthay are available, which are d¢
that have performed well in the past and can beredf on behalf of the merchant on demand.

Websites. Visitors are prompted to register as a subscnithen they first visit our website and thereattee the website as a portal
featured daily deals, Deals Nearby, national demtsl where available, Deal Channels and Self¥ice Deals. Our website also prov
opportunities to engage with the Groupon commutiitpugh the GrouBLOGpon, a blog maintained by cupleyees, Groupon Meetups
forum for meeting with others to redeem Groupona particular location, Groupon Flickr, a collectiof digital photos from subscribers,
rewards programs for referring new subscribersh siscour offer of $10 in Groupon Bucks to subsesheho refer someone who later bu'
Groupon.

Mobile Applications. Consumers also access our deals through ouilerafplications, which are available on the iPhoferdroid
Blackberry and Windows mobile operating systems. [mched our first mobile application in March 20dnd our applications have b
downloaded 8.8 million times since then. These iappibns enable consumers to browse, purchase,gearad redeem deals on their mc
devices as well as access Groupon NOW deals thatffared based on the location of the subscriber.

Social Networks. We publish our daily deals through various aboetworks and our notifications are adapted ¢optarticular format «
each of these social networking platforms. Our vtelznd mobile application interfaces enable ourscaners to push notifications of our di
to their personal social networks.

Operations
Our business operations are divided inéoftilowing core functions to address the needsuofmerchants and customers.

City Planners. Our city planners identify merchant leads arehage deal scheduling to maximize deal quality \zarikty within ou
markets. In identifying leads, city planners raokdl merchants based on reviews, local feedbaclotiret data. In certain cases, city plan
submit requests to merchant services representdtiveertain deals based on a scoring systenctratiders past performance of similar de
quality of merchant reviews, number of redemptiocations and the zip code of the merchant. In adiegideals, city planners review deal
our merchant pool and determine which deals tor éiffsed on the viability of the deal as well assgrprofit and marketing goals. City plant
also work with our salesforce to establish salestapibased on subcategdeyel performance in a particular city, such asragshble mark
size and scheduling diversity. As of March 31, 204& employed 410 city planners.

Editorial.  Our editorial department is responsible foratirg editorial content on the daily deals we qffes well as additional contt
featured on our website. Each deal that we fedtynieally goes through several stages to ensurettieadeal description meets our stand
for accuracy, quality and editorial voice. Afteferfdetails are reviewed, our editorial staff viesfthe accuracy of the deal and its value thr
independent research. Once a deal is vetted, dtariati staff drafts a full description of the deathich is passed through voice editing
copy editing before being launched. As of MarchZ&111, we employed 925 editorial staff.
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Merchant Services. Once a contract is signed, one of our merchantices representatives initiates the first ofesevcommunicatior
with the merchant to introduce the merchant tottdws that we provide and plan for Groupon redeomgtithrough expiration. Typically
merchant services representative communicates métchants before, during, and after a daily dedé#ured. Before the deal is run,
representative works with the merchant to prepasadfisg and inventory capacity in anticipation aficreased customer traffic. 1
representative communicates with the merchant enddy the deal is featured to review deal perfocearfter the deal has closed,
representative maintains contact with the merct@mstipport the merchant's redemption efforts arutépare the merchant for a potential s
in redemption near expiration. We also offer seiverarchant tools to help merchants manage theisd&hese tools include status update
deal performance, analytics that measure purchaffic tand demographic information of purchasersapacity calculator to estimate dem
for the deal ahead of its feature date, and ameinrinvestment calculator that estimates the meparinvestment that the merchant may rec
from the deal. Each of these tools is accessilgh an online account that is personal to thechas1t and accessed through our websiti
of March 31, 2011, we employed 277 merchant sesviepresentatives.

Customer Service Representative®©ur customer service representatives can lheeavia phone or email 24 hours a day, seven &
week. Our Groupon Promise is core to our custoraesice philosophy. The customer service team alaksvwith our information technolo
team to improve the customer experience on the iteebsad mobile applications based on customer feeldbAs of March 31, 2011, \
employed 825 customer representatives.

Technology. We employ technology to improve the experiemeeoffer to subscribers and merchants, increasedteeat which ot
subscribers purchase Groupons, and enhance tioeeeffy of our business operations. A componentunfstrategy is to continue develop
and refining our technology.

We currently use a common technology ptatf@cross our North American operations that inetulusiness operations tools to t
internal workflow, applications and infrastructuce serve content at scale, dashboards and repddoig to display operating and finan
metrics for historical and ongoing deals, and aliphing and purchasing system for consumers. Owee,twe plan to merge our No
American technology platform with our internatioriathnology platforms and we expect this to engpéater efficiencies and consiste
across our global organization.

Our websites are hosted at U.S. datacemavsami, Florida and Dallas, Texas and internasibdatacenters in Asia and Europe. Our
centers host our public-facing websites and apiptica, as well as our badad business intelligence systems. We use comnhartiairus
firewall and patchmanagement technologies to protect and maintairsyséems located at our data centers. We haveteweés intrusiol
detection and pattern detection tools to try t@mgeize intrusions to our website. We have also geda thirdparty internet security provic
to test the security of our website and identifyneunabilities. In financial transactions between website and our customers, we use S¢
Socket Layer to provide encryption in transferrdaga. We have designed our websites to be avajlabteire and costffective using a varie
of proprietary software and freely available andhatercially supported tools. We believe we can staleccommodate increasing numbel
subscribers by adding relatively inexpensive industandard hardware or using a third-party provimfecomputing resources.

We devote a substantial portion of our ueses to developing new technologies and featundsiraproving our core technologies. (
information technology team is focused on the desigd development of new features and productsnterence of our websites ¢
development and maintenance of our internal operatsystems. As of March 31, 2011, our informatiechnology team consisted of :
employees.
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Competition

Since our inception, a substantial numtfecampeting group buying sites have emerged ardbedworld attempting to replicate «
business model. These competitors offer substntie same or similar product offerings as us.Mé&® compete with businesses that foct
particular merchant categories or markets. We agingly compete against other large internet actinlogybased businesses, suct
Facebook, Google and Microsoft, each of which hkenched initiatives which are competitive to owsimess. We also compete v
traditional offline coupon and discount servicesweell as newspapers, magazines and other traglitroadia companies that provide coug
and discounts on products and services. We belfevprincipal competitive factors in our marketlite the following:

. breadth of subscriber base and merchants featured;

. local presence and understanding of local busitnessds;

. ability to deliver a high volume of relevant demdsconsumers

. ability to produce high purchase rates for dealeragrsubscribers;
. ability to generate positive return on investmemtrherchants; and
. strength and recognition of our brai

We believe we compete favorably on thedectescribed above. However, we anticipate thrgeta more established companies
directly compete with us as we continue to demarstthe viability of a local eemmerce business model. Many of our current arenpia
competitors have longer operating histories, sigaiftly greater financial, technical, marketing atber resources and larger customer
than we do. These factors may allow our competimmitsenefit from their existing customer or suhiseribase with lower acquisition costs ¢
respond more quickly than we can to new or emerggefnologies and changes in customer requirem&htse competitors may engag
more extensive research and development effortiertake more fareaching marketing campaigns and adopt more aggegsscing policies
which may allow them to build a larger subscribaséd or to monetize that subscriber base more e#ctthan us. Our competitors
develop products or services that are similar to moducts and services or that achieve greatekehacceptance than our products
services.

Regulation

We are subject to a number of foreign amaheistic laws and regulations that affect comparideslucting business on the internet, mar
which are still evolving and could be interpretedways that could harm our business. In the Un8tates and abroad, laws relating to
liability of providers of online services for adties of their users and other third parties angesutly being tested by a number of claims. T
regulations and laws may involve taxation, tariffebscriber privacy, data protection, content, cigys, distribution, electronic contracts i
other communications, consumer protection, the ipirow of online payment services and the charaatiesi and quality of services. It is
clear how existing laws governing issues such apgrty ownership, sales and other taxes, libelpgrdonal privacy apply to the internet as
vast majority of these laws were adopted priorh advent of the internet and do not contemplataddress the unique issues raised b
internet or esommerce. In addition, it is possible that governtaeof one or more countries may seek to censotenbravailable on o
websites or may even attempt to completely blockess to our websites. Accordingly, adverse legategulatory developments co
substantially harm our business.

Groupons may be considered gift cards,ggiftificates, stored value cards or prepaid caraktherefore governed by, among other |
the CARD Act and state laws governing gift cardsred value cards and coupons. Many of these lantam provisions governing the use
gift cards, gift certificates, stored value cardgrepaid cards, including specific disclosure fegments and prohibitions or limitations on
use of expiration dates and the imposition of ¢erfiges. If Groupons are subject to the
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CARD Act, the value of the Groupon must not exgiedore the later of (i) five years after the datewhich the Groupon was issued or the
on which the customer last loaded funds on the @oouf the Groupon has a reloadable feature; @hthé Groupon's expiration date (if ar
We are currently subject to several purported dassns claiming that Groupons are subject tcQA&D Act.

In addition, certain states and foreigrisgictions have requirements for disclosure andipcbterms and conditions, including expira
dates and permissible fees, that might apply tecu@n. Some states and foreign jurisdictions mislude gift cards under their unclaimed
abandoned property laws which require companiegnut to the government the value of the unredeebsdnce on the gift cards afte
specified period of time (generally between one farelyears) and impose certain reporting and moeeping obligations. We do not remit .
amounts relating to unredeemed Groupons based opomassessment of applicable laws. The analysithefpotential application of t
unclaimed and abandoned property laws to Grouppmr®iinplex, involving an analysis of constitutiomald statutory provisions and faci
issues, including our relationship with customend anerchants and our role as it relates to thearsseiand delivery of a Groupon. We
currently subject to several actions claiming @abupons are subject to various unclaimed and abetiproperty laws.

Many states have passed laws requirindication to subscribers when there is a securigabh of personal data. There are also a nt
of legislative proposals pending before the U.Sn@Pess, various state legislative bodies and fargigvernments concerning data protec
In addition, data protection laws in Europe anceofarisdictions outside the United States may loeemestrictive, and the interpretation
application of these laws are still uncertain andflux. It is possible that these laws may be imtered and applied in a manner the
inconsistent with our data practices. If so, iniidd to the possibility of fines, this could resin an order requiring that we change our
practices, which could have an adverse effect arbaginess. Furthermore, the Digital Millennium @adght Act has provisions that limit, t
do not necessarily eliminate, our liability forking to thirdparty websites that include materials that infriegeyrights or other rights, so Ic
as we comply with the statutory requirements of tiit. Complying with these various laws could eauss to incur substantial costs or reg
us to change our business practices in a mannersalto our business.

Various federal laws, such as the Bank &scAct and the USA PATRIOT Act, impose certaini-anbney laundering requirements
companies that are financial institutions or thedvjde financial products and services. For thesg@ses, financial institutions are broe
defined to include money services businesses ssiomoaiey transmitters, check cashers and sellésswers of stored value. Examples of anti-
money laundering requirements imposed on finanaistitutions include customer identification andifieation programs, record retent
policies and procedures and transaction reporiitig.do not believe that we are a financial instilatsubject to these laws and regulat
based, in part, on the characteristics of the Gons@nd our role with respect to the distributiérth@ Groupons to customers. However,
Financial Crimes Enforcement Network, a divisiontieé U.S. Treasury Department tasked with implemgnthe requirements of the Be
Secrecy Act, recently proposed amendments to thpesand requirements for parties involved in storaldie or prepaid access, includir
proposed expansion of the definition of financiatitution to include sellers or issuers of prepaidess. In the event that this propos
adopted as proposed, it is possible that a Groapald be considered a financial product and thatetgd be a financial institution.

We are or may be subject to similar lawd gegulations in jurisdictions outside of the Uditetates.
Intellectual Property

We protect our intellectual property riglug relying on federal, state and common law riglss well as contractual restrictions.
control access to our proprietary technology byeeng into confidentiality and invention assignmemreements with our employees
contractors, and confidentiality agreements wiitdtparties.
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In addition to these contractual arrangesieme also rely on a combination of trade secipyrights, trademarks, service marks, t
dress, domain names and patents to protect oliertteal property. We pursue the registration af capyrights, trademarks, service marks
domain names in the United States and in certaiations outside the United States. Our trademarkbe United States or other count
include Groupon®@Groupon NOW, CityDeal, Grouspawn and the Groupgo,|@s well as others, and as of May 5, 2011, weeohone pate
and had five patent applications pending.

Circumstances outside our control couldepasthreat to our intellectual property rights. Fexample, effective intellectual prope
protection may not be available in the United Staie other countries in which we operate. Also, d¢ffferts we have taken to protect
proprietary rights may not be sufficient or effgeti Any significant impairment of our intellectuadoperty rights could harm our busines
our ability to compete. Also, protecting our ingellual property rights is costly and timensuming. Any unauthorized disclosure or use @
intellectual property could make it more expendivelo business and harm our operating results.

Companies in the internet, social medianetogy and other industries may own large numbégatents, copyrights and trademarks
may frequently request license agreements, thrdgigation or file suit against us based on allégas of infringement or other violations
intellectual property rights. We are currently sdbjto, and expect to face in the future, allegetithat we have infringed the trademe
copyrights, patents and other intellectual propeigyts of third parties, including our competitaad nonpracticing entities. As we fa
increasing competition and as our business growsyilV likely face more claims of infringement.

Employees

As of March 31, 2011, we had 1,724 emplsyieeour North America segment, consisting of 8afporate and operational staff, 661 s
representatives and 252 customer service représestaand 5,383 employees in our Internationahsag, consisting of consisting of 1,¢
corporate and operational staff, 2,895 sales reptatives and 573 customer service representatives.

Properties

Our principal executive offices in North &nica are located in Chicago, lllinois and our pifal international executive offices
located in Berlin, Germany. As of March 31, 201 properties listed below represented our makgii@lportant facilities, both of which &
leased. We believe that our properties are gegesaltable to meet our needs for the foreseealileduHowever, we will continue to se
additional space as needed to satisfy our growth.

Square Operating
Description of Use Footage Segment Lease Expiration
Corporate office facilitie: 358,00( North America From 2011 through 20:
Corporate office facilitie: 298,00( Internationa From 2011 through 20:

Legal Proceedings

We currently are involved in several digsubr regulatory inquiries, including suits by @wstomers (individually or as class actic
alleging, among other things, violation of the CARBt and state laws governing gift cards, storeieacards and coupons, violations
unclaimed and abandoned property laws and violatadrprivacy laws. The number of these disputesiaqdiries is increasing. Any claims
regulatory actions against us, whether meritorimusot, could be time consuming, result in costigation, damage awards, injunctive relie
increased costs of doing business through advedsgrjent or settlement, require us to change ounésss practices in expensive ways, rec
significant amounts of management time, resulbédiversion of significant operational resourcestberwise harm our business.
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In addition, third parties have from tinee ttme claimed, and others may claim in the futdh&t we have infringed their intellect
property rights. We are subject to intellectual gedy disputes, and expect that we will increasinge subject to intellectual prope
infringement claims as our services expand in scapk complexity. We have in the past been forcelitittate such claims. We may a
become more vulnerable to thipdty claims as laws such as the Digital Millenni@Qopyright Act are interpreted by the courts, asdna
become subject to laws in jurisdictions where théaulying laws with respect to the potential litibf online intermediaries like ourselves
either unclear or less favorable. We believe tldaliteonal lawsuits alleging that we have violateatgmt, copyright or trademark laws will
filed against us. Intellectual property claims, Wi meritorious or not, are time consuming andlgds resolve, could require expens
changes in our methods of doing business, or aagjdire us to enter into costly royalty or licergsagreements.

From time to time, we may become party dadlitonal litigation incident to the ordinary coer®f business. Although the results
litigation and claims cannot be predicted with aety, we currently believe that the final outcoofethese matters will not have a mate
adverse effect on our business. Regardless ofuteame, litigation can have an adverse impact obagsiuse of defense and settlement ¢
diversion of management resources and other factors
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MANAGEMENT
Executive Officers and Directors

The following table sets forth informatiahout our executive officers and directors as oeJ2, 2011:

Name Age Position
Executive Officers:
Andrew D. Masor 3C Cc-Founder, Chief Executive Officer and Direc
Jason E. Chil 42 Chief Financial Office
Margaret H. Georgiadi 47 Chief Operating Office
Brian K. Totty 44 Senior Vice Preside—Engineering and Operatio
Directors:
Eric P. Lefkofsky 42 Cc-Founder and Executive Chairman of the Bc
Peter J. Barri&)®) 5¢ Director
Kevin J. Efrusy)?) 39 Director
Bradley A. Keywell@®) 41 Co-Founder and Director
Theodore J. Leons(®®@®) 55 Vice Chairman of the Board
Howard SchultZb) 57 Director
1) Member of our Audit Committee.
) Member of our Compensation Committee.
3) Member of our Nominating and Corporate Governanocm@ittee.

Executive Officers

Andrew D. Masoris a cofounder of the Company and has served as our Ghxie€utive Officer and a director since our inceptitn
2007, Mr. Mason cdeunded ThePoint, a web platform that enables usemomote collective action to support socialjeational and civi
causes, from which Groupon evolved. Prior tof@maading ThePoint, Mr. Mason worked as a computegmmmer with Innerworkings, Ir
(NASDAQ:INWK). Mr. Mason received his Bachelor oftA from Northwestern University. Mr. Mason bringsour Board the perspective :
experience as one of our founders and as ChiefUfixecOfficer. Mr. Mason was elected to the Boardspant to voting rights granted
holders of our common stock and preferred stocleundr voting agreement, which will be terminat@sm the closing of this offering.

Jason E. Chilchas served as our Chief Financial Officer sinceebduer 2010. From March 1999 through December 20£0Child helc
several positions with Amazon.com, Inc. (NASDAQ: EM), including Vice President of Finance, Interpatl from April 2007 to Decemt
2010, Vice President of Finance, Asia from July @6 July 2007, Director of Finance, Amazon Germanym April 2004 to July 200
Director of Investor Relations from April 2003 tgpAl 2004, Director of Finance, Worldwide Applicati Software from November 2001
April 2003, Director of Finance, Marketing and Busss Development from November 2000 to Novembed 201 Global Controller fro
October 1999 to November 2000. Prior to joining Aamcom, Mr. Child spent more than seven yearsrtiuh Andersen where he wa
C.P.A. and a consulting manager. Mr. Child receivstBachelor of Arts from the Foster School of Bess at the University of Washington.

Margaret H. Georgiadishas served as our Chief Operating Officer since N&t1. From October 2009 through April 2C
Ms. Georgiadis served as Vice President, GlobatsS@lperations at Google, Inc. (NASDAQ: GOOG), whelte managed sales operat
across regions and channels and the global teaiymdakams that commercialize Google's products. &bke led the local and comme
businesses. From January 2009 to September 2088gsved as a Principal at Synetro Capital, a f@igquity group in Chicago, lllinois. Frc
August 2004 to December 2008, Ms. Georgiadis wattive Vice President of
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Card Products and Chief Marketing Officer at Disgoo¥inancial Services in Riverwoods, lllinois. Frd@90 to 2004, she was a partne
McKinsey and Company in London and Chicago. Ms.rGiedis has served on the board of directors of Jovees Group Inc. (NYSE: JN
since January 2009. Ms. Georgiadis received herirABconomics from Harvard and her Master of BussnAdministration from Harva
Business School.

Brian K. Totty,Ph.D., has served as our Senior Vice Presidenngfngering since November 2010. Dr. Totty was théeCExecutivi
Officer of Ludic Labs, Inc., a startup venture depéng a new class of software applications fromuday 2006 through November 2007.
acquired Ludic Labs in November 2010. Dr. Tottyoalgas a cdeunder and Senior Vice President of Research akdpment of Inkton
Corporation from February 2006 to August 2007. Tutty received his Ph.D. in computer science frow@ tniversity of lllinois at Urbana-
Champaign, his Master of Public Administration fréfarvard's Kennedy School and his Bachelor of S&drom the Massachusetts Insti
of Technology.

Directors

Eric P. Lefkofskyis a cofounder of the Company and has served as our BxecGhairman since our inception. Mr. Lefkofsky
elected to the Board pursuant to voting rights gparto the former holders of our Series B PrefeB&stk under our voting agreement, wi
will be terminated upon the closing of this offeyirMr. Lefkofsky is a cdeunder of Echo Global Logistics, Inc. (NASDAQ: EOHand ha
served on its board of directors since Februanb2®0. Lefkofsky is the cdeunder of InnerWorkings, Inc. (NASDAQ: INWK) anéé serve
on its board of directors since August 2008. In &00Ir. Lefkofsky cofounded Lightbank LLC, a private investment firmesglizing ir
information technology companies, and has servaeairmanager since that time. In April 2006, Mr. Laffiky cofounded MediaBank, LLC, :
electronic exchange and database that automategrdlcerement and administration of advertising ragdind has served as a directc
manager since that time. From May 2000 to April2Qdr. Lefkofsky served as Chief Operating Offiesrd director of HALO Industries Inc
Mr. Lefkofsky cofounded Starbelly.com, Inc., and served as itsiéheas from September 1999 to May 2000, at whicmp8tarbelly.com we
acquired by HA-LO. In July 2001, HRO filed for bankruptcy under Chapter 11 of the tddi States Bankruptcy Code. Mr. Lefkofsky i
serves on the board of directors of Children's Meahdiospital, the board of trustees of the Stepp@hTheatre, the board of trustees of
Art Institute of Chicago and the board of trusteéthe Museum of Contemporary Art in Chicago. Meflkofsky holds a bachelor's degree f
the University of Michigan and a Juris Doctor degfeom the University of Michigan Law School. Mretkofsky brings to the Board an in-
depth knowledge and understanding of the Compdgiess as one of its founders as well as experias the director of several pu
companies.

Peter J. Barrishas served on our Board since January 2008. MriBams elected pursuant to voting rights grantetéw Enterpris
Associates under our voting agreement, which véltdrminated upon the closing of this offering.cg&iduly 2009, Mr. Barris has served or
board of directors of Echo Global Logistics, INASDAQ: ECHO) and since January 2006, Mr. Barris karved on the board of director
InnerWorkings, Inc. (NASDAQ: INWK). Since 1999, MBarris has been the Managing General Partner of Rigerprise Associates where
specializes in information technology investing.. Barris also serves on the board of directors @fiage Holdings Corp. (NASDAQ: VG) a
Neutral Tandem, Inc. (NASDAQ: TNDM). Mr. Barris & member of the board of trustees, Northwesterrvessity and board of adviso
Tuck's Center for Private Equity and Entreprendprah Dartmouth. He received a Master of Businedmiistration from Dartmouth Colle
and a Bachelor of Science in Electrical Engineefiogn Northwestern University. Mr. Barris bringsttte Board a sophisticated knowledg
information technology companies that includes §treents in over twenty information technology comipa that have completed pul
offerings or successful mergers as well as expegiserving as a director of several public comanie
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Kevin J. Efrusyhas served on our Board since November 2009. Muskfwas elected pursuant to voting rights graieficcel Growtl
Fund L.P. under our voting agreement, which willtéeninated upon the closing of the offering. MitusSy joined Accel in 2003 where ser
as a General Partner. From 1999 to 2002 héowgoded and served as President and VP of Busibesslopment of IronPlanet, an onl
marketplace for heavy equipment. In 1998 he was-faunder of Corio, an ASP/SaaS pioneer that wentipoim NASDAQ and was acquir
by IBM in 2005. Mr. Efrusy was a product manageZg? from 1996 to 1997 and an Associate Consuléfain & Company from 1995
1996. Mr. Efrusy also serves on the boards of threcof several private consumer internet servitg $aaS/open source software compa
He formerly served on the boards of Xensource (aeduby Citrix in 2007), Springsource (acquired ¥MWare in 2009), and BB
Technologies (acquired by Raytheon in 2009). Mru&f received his Master of Business Administrafrem the Stanford Graduate Schoc
Business where he was an Arjay Miller Scholar. Bleeived his Master of Science in Electrical Engimgg Bachelor of Science in Electri
Engineering, and Bachelor of Arts from Stanford \wémsity. Mr. Efrusy brings to the Board andepth knowledge of the consumer inte
services industry.

Bradley A. Keywelis a cofounder of the Company and has served on our Bsiaod December 2006. Mr. Keywell was elected purt
to voting rights granted to the holders of our 8&&B preferred stock under our voting agreemenigiwvill be terminated upon the closinc
this offering. Mr. Keywell is a cdoeunder of Echo Global Logistics, Inc. (NASDAQ: EOj and has served on its board of directors :
February 2005. In 2008, Mr. Keywell dounded Lightbank LLC, a private investment firmesgalizing in information technology compan
and has served as a manager since that time. ih2886, Mr. Keywell cofounded MediaBank, LLC, an electronic exchange datdbase th
automates the procurement and administration oéréiding media, and has served as a director oagersince that time. From May 200!
March 2001, Mr. Keywell served as the Presiderti&fLO Industries Inc. Mr. Keywell cdeunded Starbelly.com Inc., which was acquire
HA-LO in May 2000. In July 2001, HA-O filed for bankruptcy under Chapter 11 of the tgdi States Bankruptcy Code. Mr. Keywell :
serves as a trustee of Equity Residential (NYSEREQ real estate investment trust. Mr. Keywellesron the board of trustees of the Zell-
Lurie Entrepreneurship Institute at the Universitfy Michigan, the NorthShore University HealthSystéroundation and the Museum
Contemporary Art in Chicago. Mr. Keywell is the @ingan of the Illinois Innovation Council. Mr. KeyWés also the founder and Chairmar
Chicago ldeas Weedknd theConnect to the FuturBoundation. Mr. Keywell holds a bachelor's degreenfthe University of Michigan anc
Juris Doctor degree from the University of Michigaaw School. Mr. Keywell brings to the Board andepth knowledge and understandin
the information technology sector as well as exgrer@ as a director of a public company.

Theodore J. LeonsiBas served on our Board since June 2009 and a¥ioerChairman since April 2011. Mr. Leonsis wascéde
pursuant to voting rights granted to the holderswfcommon stock and preferred stock under ouingagreement, which will be termina
upon the closing of this offering. Since 1999, Meonsis has served as the Chairman and Chief ExedOffficer of Monumental Sports
Entertainment, LLC, a sports and entertainment @mphat owns the NBA's Washington Wizards, NHL'ashington Capitals, WNB#
Washington Mystics, the Verizon Center in WashingtD.C. and the Baltimor&/ashington Ticketmaster franchise. Mr. Leonsis dia¢
served as a Vice Chairman Emeritus of AOL LLC, adiag global Web company, since December 2006 Liinsis held a number of ot
executive positions with AOL from September 1994Ctecember 2006, most recently as Vice Chairman Riredident, AOL Audient
Business. Mr. Leonsis has served as a directomoérican Express Co. (NYSE: AXP) since July 2010iractor of Rosetta Stone Ltd. (NY<
RST) since December 2009 and a director of NuttegysInc. (NASDAQ: NTRI) since December 2008. Mednsis also serves on the bc
of directors of several private internet and tedbgp companies. Mr. Leonsis is an acknowledged vatmr and internet entreprene
Mr. Leonsis brings to the Board his experiencedligital businesses, his innovative approaches, ldadexpertise in identifying busine
opportunities and driving new strategies basedrmamging technologies, social media, and the interne
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Howard Schulthas served on our Board since February 2011. Mwulgcwas elected pursuant to pursuant to votightsi granted to tl
holders of our common stock and preferred stockeurmir voting agreement, which will be terminatgzbm the closing of this offerin
Mr. Schultz is the founder of Starbucks CorporatidliASDAQ: SBUX) and serves as its Chairman, Pregidand Chief Executive Office
Mr. Schultz has served as the Chairman of Starbsirice 1985 and reassumed the role of PresidenChief Executive Officer in Janue
2008. Mr. Schultz also served as a director of Bearks, Animation SKG, Inc. (NASDAQ: DWA) from Odter 2004 and May 2008. As-
founder of Starbucks, Mr. Schultz brings to the loa record of innovation, achievement and leaderals well as almost 30 years
experience in brand marketing and internationatifistion and operations.

Our Founders

Andrew D. Mason, our Chief Executive OfficEric P. Lefkofsky, our Executive Chairman, ancdey A. Keywell, one of our directc
(who we collectively refer to in this prospectusas "founders"), founded Groupon in November 20B8upon evolved from The Poi
which is a web platform that enables users to pternollective action in support of social, educadibor other causes. Mr. Mason conceive
the idea for The Point in 2006 and Mr. Lefkofskyyided funding to the business, which led to itsnleh in November 2007. In Novem
2008, Groupon began operations when Mr. Mason ddcid apply the concept of web-based collectivéoacto create an eemmerc
marketplace.

Working closely together since our inceptiddessrs. Mason and Lefkofsky have had key ratethé management of our compz
Mr. Mason serves as our Chief Executive Officer MrdLefkofsky serves as our Executive Chairmamaf Board of Directors. As Executi
Chairman, Mr. Lefkofsky will continue to work acéily with Mr. Mason and senior management concerairiyoad range of operating
strategic issues.

In addition, as a result of the concentratof our capital stock ownership with our foundetey will have significant influence o\
management and over all matters requiring stocldiagproval, including the election of directorsl agnificant corporate transactions, s
as a merger or other sale of our company or itstastor the foreseeable future. Our Class B comstock has votes per share ani
Class A common stock has one vote per share. As of 2011, our founders owned sharesla§<CA common stock and Class B comi
stock representing approximately % of thengipower of our outstanding capital stock. As ailtesf this dual class structure, our founc
will continue to be able to control all matters sutted to our stockholders for approval even ifytteome to own less than 50% of
outstanding shares of our common stock.

Consulting Arrangements

Oliver Samwer and Marc Samwer ("Messrs.\Bart) are the founders of CityDeal, a Europémsed collective buying power busir
that we acquired in May 2010. Since the CityDeajugsition, Messrs. Samwer have served as consslltart been extensively involved in
development and operations of our Internationairsady.

Messrs. Samwer entered into consulting eageats with CityDeal on May 12, 2010. Pursuant heirt consulting agreemer
Messrs. Samwer advise CityDeal with respect tgdals and spend at least 50% of their work hounsulting for CityDeal. Messrs. Samv
do not receive any additional compensation frony[@#al or Groupon in connection with their consugtiole. The term of Messrs. Samw
consulting agreements expire on October 18, 2011.

Code of Ethics

In connection with the completion of thi§esing, we will adopt a Code of Ethics for PrinalfExecutive and Senior Financial Offict
which is applicable to our chief executive officehjef financial
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officer and other principal executive and seniaaficial officers. This code will become effectiveedd the effective date of this offering.
Board of Directors

Our board of directors currently consistsseven members. Our bylaws permit our board oéaliars to establish by resolution
authorized number of directors, and nine direcémescurrently authorized.

Pursuant to our certificate of incorporatés currently in effect and a voting agreementragnes and significant holders of our prefe
stock and common stock, who together have subatastntrol of the total voting power of our outddarg capital stock, those holders v
together to cause the election of all of our doexts follows:

. Mr. Barris, who was elected as the designee of Haterprise Associate
. Mr. Efrusy, who was elected as the designee of K&cewth Fund L.P.
. Messrs. Leonsis and Schultz, who were electedeadéhignees of (i) the holders of a majority of ooommon stock, voting a:

class and (ii) the holders of a majority of ourfpreed stock, voting as a class, which holders abee the right to elect o
additional director pursuant to the voting agreetmen

. Mr. Mason, who was elected as the designee of thdels of a majority of our preferred stock and ocmon stock, votin
together; and

. Messrs. Lefkofsky and Keywell, who were electedhesdesignees of the holders of a majority of thstanding shares of ¢
Series B preferred stock, which holders also hhaeeight to elect one additional director pursutarthe voting agreement.

Upon the closing of this offering, the vigiagreement by which these directors were elegiiéterminate.

Director Independence

Under , a majorityaolisted company's board of directors must bemisad of independent directors, and each memt
a listed company's audit, compensation and nommgatand corporate governance committees must bepémdent as we
Under , a director will ordyialify as an "independent director” if that comya board of directors affirmatively determineat

the director has no material relationship with tbampany, either directly or as a partner, shahobr officer of an organization that he
relationship with that company.

In addition, following the effectiveness tbfs registration statement, the members of oditaxommittee must satisfy the independe
criteria set forth in Rule 10A-3 under the SecastiExchange Act of 1934, as amended, or Rule30/ order to be considered to
independent for purposes of Rule 18Ano member of the audit committee may, other thdns capacity as a member of the audit comm
the board of directors, or any other Board commit{é&) accept, directly or indirectly, any congudj advisory, or other compensatory fee f
the company or any of its subsidiaries; or (2) baffiliated person of the company or any of itbsdiaries.

Prior to the completion of this offeringjroboard of directors will undertake a review oé tindependence of each director and con
whether any director has a material relationshith ws that could compromise his ability to exerémdependent judgment in carrying out
responsibilities.
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Committees of the Board of Directors

Our board of directors has established agitacommittee, a compensation committee and a matimg and corporate governa
committee, each of which has the composition asdawesibilities described below.

Audit Committee

Our audit committee is comprised of MesEfsusy, Leonsis and Schultz, each of whom is a-employee member of our board
directors. Mr. Leonsis is the chairperson of ouditbcommittee. Our board of directors has deteruhitiat each member of the audit comm
meets the financial literacy requirements undertihes and regulations of the and the SEC and Mr. Leonsis qualifies as ourt
committee financial expert under the SEC rules @mmnting Section 407 of the Sarba®dey Act of 2002. Under the audit commit
charter to be effective upon the completion of tifering, our audit committee will be responsifide, among other things:

. selecting and hiring our independent auditors, apparoving the audit and naudit services to be performed by our indeper
auditors;

. evaluating the qualifications, performance and padelence of our independent audit

. monitoring the integrity of our financial statememtnd our compliance with legal and regulatory iremqoents as they relate

financial statements or accounting matters;
. reviewing the adequacy and effectiveness of oeriat control policies and procedur

. discussing the scope and results of the audit thighindependent auditors and reviewing with managerand the independ:
auditors our interim and year-end operating resatsl

. preparing the audit committee report that the S&fliires in our annual proxy stateme
Compensation Committee

Our compensation committee is currently posed of Messrs. Barris, Efrusy, Keywell and LésnMr. Barris is the chairperson of
compensation committee. Under the compensation étieercharter to be effective upon the completibrinis offering, our compensati
committee will be responsible for, among other gisin

. reviewing and approving for our executive officetise annual base salary, the annual incentive hdnakiding the specif
goals and amount, equity compensation, employmgrgements, severance arrangements and changetiol amangement
and any other benefits, compensation or arrangement

. reviewing the succession planning for our execubiffieers;

. reviewing and recommending compensation goals and$and stock compensation criteria for our engeey

. preparing the compensation committee report tl@aBtEC requires to be included in our annual preaiesent; and
. administering, reviewing and making recommendatisitls respect to our equity compensation plans.

Nominating and Corporate Governance Committee

Our nominating and corporate governancemncittee is comprised of Messrs. Barris, Keywell &mnsis. Mr. Keywell is the chairpers
of our nominating and corporate governance comemittender
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the nominating and corporate governance committeeter to be effective upon the completion of wiiering, our nominating and corpor
governance committee will be responsible for, amathgr things:

. assisting our board of directors in identifying gpective director nominees and recommending norsirfiee each annu
meeting of stockholders to the board of directors;

. reviewing developments in corporate governancetigsecand developing and recommending governarioeiples applicabl
to our board of directors;

. overseeing the evaluation of our board of directord management; and

. recommending members for each committee of ourchokdirectors.
Compensation Committee Interlocks and Insider Parttipation

Messrs. Efrusy, Keywell and Lefkofsky sehv@s members of the compensation committee dur@ig).2None of the members of
compensation committee, other than Mr. Lefkofskygii has in the past served as an officer or engpl@y our company. None of our execu
officers currently serves, or in the past year $&sed, as a member of the board of directors mpemsation committee of any entity that
one or more executive officers serving on our badrdirectors or compensation committee.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The following is a presentation of the nniateelements of the compensation arrangementiefdllowing current and former execut
officers, who are also identified in the "Summamn@ensation Table" for 2010 (collectively, our "redrexecutive officers" or "NEOSs"):

. Andrew D. Mason, Chief Executive Officer

. Jason E. Child, Chief Financial Officer

. Robert S. Solomon, Former President and Chief Qipgr®fficer
. Brian K. Totty, Senior Vice President of Enginegrand Operation
. Kenneth M. Pelletier, Former Chief Technology Céfic

This discussion also contains forwardking statements that are based on our curreanspl considerations, expectations
determinations regarding future compensation progra

Overview

Our business is highly competitive, and petition presents an ongoing challenge to our sscc@/e expect competition in the inte
business generally, and the group buying busimegsiticular, to continue to increase because thmFenot substantial barriers to entry.
ability to compete and succeed in this environniidirectly tied to our ability to recruit, incenize and retain skilled and talented individ
to form an executive team characterized by a héyell of sales, marketing, operations, financiall atrategic acquisitions expertise.
compensation philosophy is centered around our gbastablishing and maintaining an executive campton program that attracts pro\
talented leaders who possess the skills and experieecessary to materially add to the Companggterm value, expansion and ability
achieve our strategic goals. To that end, our gkeegompensation program also permits us to reieegand reward individual achieveme
within the framework of the Company's overarchinglg and objectives.

Briefly, the primary goals of our executise@mpensation program are as follows:

. Recruit and retain talented and experienced indaligl who are able to develop, implement and deloredongterm valu
creation strategies;

. Provide a substantial portion of each executivelmpensation in components that are directly tieth&olon¢-term value an
growth of the Company;

. Reward both Company and individual performanceasidevement; an

. Ensure that our compensation is reasonable and etiime with opportunities made available to exémg at companies wi
which we compete for executive talent.

Our Compensation-Setting Process

Historically, the initial compensation argeements with our executive officers, including tiaened executive officers, have been the r
of arm'slength negotiations between the Company and eatikidual executive. Prior to the formation of owngpensation committee,
Board was primarily responsible for overseeing apgroving the negotiation of these arrangementsedralf of the Company. We have b
undergoing a period of substantial growth and dgw@lent in recent years in a highly competitive bess and technological environment,
the focus of these arrangements has been to reateiited individuals to help us meet specific kaign financial and growth objectivi
Individual
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compensation arrangements with executives have infleenced by a number of factors, including tedwing, each as of the time of 1
applicable hiring decision:

. our need to fill a particular position;

. our financial position and growth direction at tiree of hiring;
. the individual's expertise and experience;

. the competitive nature of the positic

In May 2010, we formed our compensation euttee. Our compensation committee is now compasgitely of independent directa
and is responsible for overseeing our executive pgoreation program and approving ongoing compenmsaticangements for our nan
executive officers. Due to the relatively recentnfation of our compensation committee, its memlzagesin the process of formulatin
comprehensive overall approach to executive congiems and we expect that our compensation prograrfuture may vary, perha
significantly, from our historical practices.

In February 2011, we retained a compensatansultant to review and assess our current grapleompensation practices relativ
market compensation practices. Specifically, thmmensation consultant was engaged to:

. provide data for the establishment of a peer grofupompanies to serve as a basis for assessingetiivgp executive ar
director compensation practices going forward,;

. review and assess our current executive compensatagrams relative to market to determine any gbarthat may need to
implemented in connection with or following ourtial public offering;

. assist in the development of salary and equityegirds for certain technology positions; and

. assess current cash and equity compensation |leslelive to market and compensation strategy andctstre for executiv:
director and technology positions and certain oémeployee groups.

The results of the compensation consuttanetview and assessment were presented to the osatmsm committee in April 2011. T
compensation committee resolved to take the redad assessment provided by the compensation cansuibhder advisement for furtl
discussion and analysis at its next regular meeting

Our compensation committee generally expexiseek input from our chief executive officed aief operating officer when discuss
the performance and compensation of the other naemedutive officers, as well as during the proceksearching for and negotiati
compensation packages with new senior managemeey. lihe compensation committee also expects tadicade with our chief financi
officer in determining the financial and accountimgplications of our compensation programs andnbirdecisions. None of our nan
executive officers participates in compensation wotee deliberations relating to his or her own pemsation.

Elements of Our Compensation Program

The four key elements of our compensatiackpge for named executive officers are base psgrationary performance bonuses, equity-
based awards, and our benefits programs. We daisetspecific formulas or weightings in determinthg allocation of the various g
elements; rather, each named executive officerigspemsation has been designed to provide a comdmafifixed and atisk compensatic
that is tied to achievement of the Company's staomtk long-term objectives.

Base Salary. We offer reasonable base salaries that ar@dete to provide a level of stable fixed compensativ executives f
performance of day-to-day services. Each namedutixecofficer's base salary was established asabdt of arm’'dength negotiation with tt
individual, and is generally
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reviewed annually to determine whether an adjustrisewarranted or required. The base salaries fga@r named executive officers in 2(
are set forth in the "Summary Compensation Tabéddw. The following table sets forth the base gatates in effect for 2010:

Name 2010 Base Salary Rate (§

Andrew D. Masor 180,00((®

Jason E. Chilt 350,00(

Robert S. Solomo 350,00(

Brian K. Totty 250,00(

Kenneth M. Pelletie 185,00(

1) At his own recommendation to the compensation cdtemiMr. Mason's base salary for 2011 was redt@&875, effective January 1, 2011.

Discretionary Performance Bonus.We offer our named executive officers the opynaty to earn annual performance bonuses, v
are determined by the Board or the compensatiomttige at its sole discretion, based on each afigeb performance and the Compa
financial performance. As a privateheld company, we believe that a discretionary chshus program has allowed the Board
compensation committee to retain flexibility to serve cash while rewarding results as determindsktappropriate. Because of the rapidly-
changing nature of our business, the Board and easgtion committee have not believed that selegineget performance metrics wol
enhance incentive efforts, and instead have focosedsing equity incentives to encourage compaite improvements. No discretion
bonuses were awarded to any named executive &ffioe2010 performance.

Equity-Based Awards. Our practice, as a private and rapidly growgognpany, has been to grant equity awards to outynbirec
executive officers, in order to effectively alighet interests of the executive with our lolegm growth objectives. As such, we have
generally made regular equity awards to our nanxedwive officers, although we anticipate that airequity awards may form a compor
of our compensation structure for executives gdimgvard, in order to more effectively align the éngsts of executive officers and
stockholders and ensure appropriate ltevga incentives remain in place. The sizes andstygfeawards that have historically been grantt
newly hired executive officers have not been deiteechbased on a specific formula, but rather oaratiination of the Board's or compensa
committee's discretionary judgment regarding thereypriate level of compensation for the positidre heed to fill a particular position, and
negotiation process with the particular individuradolved.

Benefits Programs. Our employee benefit programs, including oul(%) plan and health, dental, vision and sherta disability
coverage programs, are designed to provide a s#atdg of support to our employees generally, idiclg our named executive officers, |
their families.

Post-Employment Compensation

The terms and conditions of employmentNtssrs. Mason, Child and Totty are set forth inrteenployment agreements. Prior to
departure from the position of President and Chipérating Officer, the terms and conditions of emgpient for Mr. Solomon were also
forth in his employment agreement. The materiahteof these agreements are summarized under "EmplayAgreements” below. The
employment agreements also provide for certain fitsnim the event of the named executive officééamination of employment unc
specified circumstances or upon a change in corwelbelieve that our extension of these gaployment and change in control benefits
necessary in order to induce these individual®tedo other competitive opportunities that wereilalgée to them. The material terms of th
postemployment arrangements, including the terms of 3¢tomon's separation agreement and Mr. Pelleeparation agreement, are
forth in "Potential Payments Upon Termination ora@9e in Control" below. Prior to his departure frime Company, Mr. Pelletier had
entered into any formal employment agreement ot-pagloyment compensation arrangement with us.
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Effect of Accounting and Tax Treatment on Compenséabn Decisions

Accounting Treatment. We recognize a charge to earnings for accogrmiurposes for equity awards over their vestingogeMhen w:
become a publichireld company, we expect that our compensation cteenivill continue to review and consider the actting impact ¢
equity awards in addition to considering the imgdactilution and overhang when deciding on amoamd terms of equity grants.

Deductibility of Executive CompensationAfter the end of a transition period followinegr initial public offering, Section 162(m) of 1
Internal Revenue Code of 1986, as amended, or tide,Qwill limit the amount that we may deduct framar federal income taxes
compensation paid to our executive officers to $ilian dollars per executive officer per year, usdecertain requirements are met. Section 16:
(m) provides an exception from this deduction lifoit certain forms of performandmsed compensation. While our compensation congrig
mindful of the benefit to us of the full deductibjl of compensation, the Board and the compensationmittee believe that we should no
constrained by the requirements of the Sectionmp2xception where those requirements would impair flexibility in compensating o
executive officers in a manner that can best prenootr corporate objectives. Therefore, the Boaxthe compensation committee have
adopted a policy that would require that all comgagion be deductible. We intend to continue to cemsate our executive officers in a mal
consistent with the best interests of the Compantlyaur stockholders.

Taxation of Parachute Payments and Defef@eunpensation. We do not provide and have no obligation tovigle any executiv
officer, including any named executive officer, lwé "grossdp" or other reimbursement payment for any taxilitglthat he or she might ov
as a result of the application of Section 280G,9428 409A of the Code. Sections 280G and 499%efGode provide that executive offic
and directors who hold significant equity interestsl certain other service providers may be sultjeah excise tax if they receive paymen
benefits in connection with a change in controt #seceed certain limits prescribed by the Code, thatlthe employer may forfeit a deduc
on the amounts subject to this additional tax. @@t0 Plan permits a participant to elect, in hisher discretion, to reduce a paymer
acceleration of vesting under the plan to the dxtetessary to avoid the imposition of an excise uader Sections 280G and 4¢
Section 409A of the Code also may impose signifitaxes on a service provider in the event thadrhghe receives deferred compensatior
does not comply with the requirements of Sectio®0Ne have structured our compensation arrangesmeith the intention of complyir
with or otherwise being exempt from the requireraa@ftSection 409A. Further, our 2010 Plan provities the Board may amend the term
the plan or any award agreement to the extent sapeto comply with or effectuate an exemption fribra requirements of Section 409A.

Hiring of New Chief Operating Officer

On April 15, 2011, we hired Margaret H. @Ggadis to serve as our new Chief Operating Offi€ursuant to the terms of her employn
agreement, which expires December 15, 2015, Msrdiedis receives a base salary of $500,000 per. y&a is also eligible to receiv
discretionary annual bonus not to exceed 100% obhse salary and to participate in our employekexecutive benefit plans (the cost
which will be reimbursed by the Company). In cortiet with her hiring, Ms. Georgiadis was granted(D,000 restricted stock units un
2010 Plan, 300,000 of which were immediately veswith respect to the remaining restricted stocks,?/ 56 of them will vest on April 1
2012,3/ s6of them will vest at the end of each of the nexirfeen three-month periods thereafter, and a fined of them will vest at the end
the 56" month following the date of hire. Vesting is sultj;o Ms. Georgiadis' continued employment throagbh vesting date.

If Ms. Georgiadis' employment is terminateithout cause or for good reason, she will betleatito receive (i) continued payment of t
salary for twelve months following termination,) @ lump sum payment of 100% of her annual bontgeta (iii) continued compangaic
medical and insurance benefits for up to twelve ti@ffollowing termination, and (iv) immediate vestiof the sum of 171,249 restricted
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stock units plus the positive difference betweeptlfe number of restricted stock units that wouli/én vested through her terminas
(excluding the immediately vested units), had tkesting been determined at the rate! éfse of the total per month, and (y) the numbe
restricted units that would have vested in accardamith her employment agreement. If the foregdemgnination occurs within six mont
prior to or twelve months following a change in toh Ms. Georgiadis will also be entitled to imnie@ vesting of her unvested restric
stock units and any other equity awards granteldetoduring her employment. Her right to these hignés contingent on her execution ¢
release of claims against the Company.

Summary Compensation Table

The following table sets forth informaticegarding the compensation of the individuals wéiwad as our named executive officers dt
2010.

Option Stock All Other_ Total
Salary Bonus Awards Awards Compensation Compensation
Name and Principal Position®®  year 3$) $@ $® @ $)® )
Andrew D. Mason 201C 180,00(®) — — — 4,59¢ 184,59¢
Chief Executive
Officer
Jason E. Child 201C 5,382 375,00( — 9,477,001 14C 9,857,52
Chief Financial
Officer
Robert S. Solomof®) 201C 263,84¢ — 5,068,78! — 2,16( 5,334,79.
Former President ani
Chief Operating
Officer
Brian K. Totty 201C 20,83: — — 2,659,33 — 2,680,16
Senior Vice Presiden
of Engineering and
Operations
Kenneth M. Pelletie® 201C 185,00( — — — 7,83¢ 192,83¢
Former Chief
Technology Office
1) Eric P. Lefkofsky, our Cd=ounder and Executive Chairman of the Board, isamoémployee of the Company and receives no corafiendor his service as

executive officer. Therefore he is not includedttie compensation tables or "Compensation DiscussimhAnalysis”. Mr. Lefkofsky's compensation fog
service as a non-employee director is disclosé®irector Compensation in 2010" below.

) There were no discretionary performance bonused fmiany of our named executive officers for 20M0. Child received a on#@me signing bonus
connection with the execution of his employmenteagnent, effective December 20, 2010.

?3) Amounts disclosed in this column relate to grarftstock options made under the 2010 Plan. Witheessfo each stock option grant, the amounts disc
generally reflect the grant date fair value comguteaccordance with FASB ASC Topic 718 "Stock Cemgation". The exercise price of stock optionsyisa
to the fair market value of the underlying stocktbe grant date, determined in good faith by tharB@nd in a manner consistent with Section 409th@fCode
Grant date fair value was determined using a gépemacepted option valuation methodology refertecas the Black-Scholdderton option pricing mode
Information regarding assumptions used in calauipthe value of stock option awards made to exeeufficers is provided in "Management's Discussiox
Analysis of Financial Condition and Results of Gyiiems" above.

4) Amounts disclosed in this column relate to graritsestricted stock units made under the 2010 RMéith respect to each restricted stock unit grdre,amount
disclosed generally reflect the grant date faiueatomputed in accordance with FASB ASC Topic Ti&nt date fair value for each restricted stock awniarc
was determined in good faith by the Board with@gard to lapsing restrictions and in a manner stersi with Section 409A of the Code.

(5) Amounts disclosed in this column relate to amoyoatisl to reimburse our named executive officerstifier cost of participation in our group health arhtd
plans and for parking costs at the Company's heatis in Chicago, lllinois.

(6) At his own recommendation to the compensation cdtemiMr. Mason's base salary rate for 2011 wasceito $575, effective January 1, 2011.

©) Mr. Child was appointed as our Chief Financial €dfi on December 20, 2010. Prior to his appointmeatsingle individual served in the capacity o
performed the functions of chief financial office#rthe Company.

8) Mr. Solomon ceased to be our President and Chiefadimg Officer on March 22, 2011.

9) Mr. Pelletier's employment with us terminated onréfe23, 2011.

97




Table of Contents
Employment Agreements

Overview. We have entered into employment agreements eeitthh of Messrs. Mason, Child and Totty. Prior indeparture from tt
position of President and Chief Operating Offiogg had entered into an employment agreement withSdlomon. Prior to his separati
Mr. Pelletier did not have a formal employment agnent with the Company.

Andrew D. Mason. We entered into an employment agreement with Ni&rson to serve as our Chief Executive Officereetif/e
November 1, 2009, which replaced his prior employimegreement. His current agreement expires on eeel, 2014. Pursuant to
agreement, Mr. Mason is to be paid a base salaf§180,000 annually, which amount is to be increasedt least fifteen percent per y
thereafter. Notwithstanding this provision of himmoyment agreement, Mr. Mason's base salary fad 2@as been reduced to $575, upol
own recommendation to the compensation committeeisHalso eligible to receive an annual performammeus of up to fifty percent of |
base salary, which is payable as determined byBt#d and the compensation committee in their dideretion based on Mr. Mason's
performance, our financial performance, and cen@rfiormance targets that may be approved by tregdBand the compensation commit
Notwithstanding this provision of his employmentegment, Mr. Mason's bonus has been eliminateccamponent of his 2011 compensat
upon his own recommendation to the compensatiomutiee. Mr. Mason is also entitled to participateour executive and employee ber
plans on the same basis as other members of olar seanagement, and is reimbursed by us for thésaafsthose plans in which he elect
participate. In connection with the execution o kimployment agreement, Mr. Mason purchased 1,800sBares of our Class A comn
stock on November 1, 2009 at their then curremtrfeirket value with a promissory note. In April 20Mr. Mason repaid the promissory r
with respect to 1,650,000 shares and forfeited @D shares. In connection with the repayment ofpiteenissory note and forfeiture of -
shares, the remaining balance of the promissorg wais cancelled. These shares are subject toghtrtd repurchase upon a terminatio
Mr. Mason's employment for any reason prior to Noker 1, 2014, at a purchase price of their fairketwalue on the repurchase date.
repurchase right lapses with respect to twentygrgrof the underlying shares for every year in Wwhidr. Mason continues to be emplo
commencing on November 1, 2009. Mr. Mason is alstitled to receive certain benefits upon certairmieations of employment, whi
benefits are summarized below in "Potential Paymelton Termination or Change in Control."

Jason E. Child. We entered into an employment agreement with@Hild to serve as our Chief Financial Officereetive December 2
2010, which was amended and restated effectivel 29yi2011, and expires on December 20, 2015. Ruatsto his amended and rest:
employment agreement, Mr. Child is paid a basersalb$350,000 annually. Mr. Child is also eligititereceive an annual performance b
of at least $350,000, determined by the Board hactbmpensation committee, payable semi-annualBuae 20" and December 20 of eacl
year. Mr. Child is entitled to participate in ouxeeutive and employee benefit plans on the samé lzas other members of our sel
management, and is reimbursed by us for the cdstisose plans in which he elects to participatecdmnection with the execution of
employment agreement in December 2010, Mr. Chiteixeed a oneime signing bonus of $375,000, and an award of@@®restricted stor
units under our 2010 Plan. We granted Mr. Childadditional 50,000 restricted stock units on Ap@| 2011 in connection with the execul
of his amended and restated employment agreementstricted stock units will vest until the eastief (i) December 20, 2011, (ii) six mon
after the effective date of our initial public ofifeg, or (iii) a change in control. On the first thfe foregoing events to occur, 130,000 restr
stock units will vest, and on the last day of eachsequent thremonth period, 32,500 additional restricted stocksuwill vest. No restricte
stock units will vest if Mr. Child has not been tionously employed by us up to and including theligable vesting date. Mr. Child is a
entitled to receive certain benefits upon certaiminations of employment and a change in conwbich benefits are summarized belov
"Potential Payments Upon Termination or Changeantf®l."
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Rob S. Solomon. Mr. Solomon ceased to hold the position of iBlesgt and Chief Operating Officer of the CompanyMarch 22, 201:
Prior to that date, we had entered into an employragreement with Mr. Solomon to serve as our Besgiand Chief Operating Offic
effective March 15, 2010. Pursuant to his agreemdntSolomon was paid a base salary of $350,00ally. He was also eligible to rece
an annual performance bonus of up to thihgee percent of his base salary, which was payableletermined by the Board and
compensation committee in their sole discretioretdaen Mr. Solomon's job performance, our finanpiiformance, and certain performa
targets approved by the Board. Mr. Solomon was eigiled to participate in our executive and emgpt benefit plans on the same bas
other members of our senior management, and wabuesed by us for the costs of those plans in whieklected to participate. In connec
with the execution of his employment agreement, 8domon received an award of options to purchg$&04000 shares of our Clas
common stock under our 2010 Plan, 1,027,500 of lwkisted on March 22, 2011, with the remainingasito vest in approximately eq
increments each quarter thereafter beginning oe 2@n2011. Mr. Solomon entered into a transitienvises and separation agreement wit
on April 5, 2011, pursuant to which he receivegdaiarbenefits throughout a specified transitionigetrand following his termination, whi
benefits are summarized below in "Potential Paym®pton Termination or Change in Control."

Brian K. Totty. We entered into an employment agreement withTdtty to serve as our Senior Vice President ofigering an
Operations, effective November 30, 2010. His agexgndoes not have a specified term. Pursuant tadrisement, Mr. Totty is paid a b
salary of $250,000 annually. Mr. Totty is also #lig to participate in those fringe benefit plarengrally available to our employees
connection with the execution of his employmeneagrent, Mr. Totty received an award of 197,280rietet] stock units under our 2010 P
which vest in equal increments over thigix-months beginning December 30, 2010. No restlistock units will vest if Mr. Totty has not bi
continuously employed by us up to and including dpglicable vesting date. I1§s of November 30, 2012, there has not been a ehia
control, an initial public offering, or a bona fideird party offer to purchase Mr. Totty's sharé€tass A common stock, Mr. Totty will hav:
onetime right to require us to purchase his shareSahpany capital stock at their then current fairketivalue, up to an aggregate valu
$2,000,000, which right shall expire after 60 daysis right will terminate automatically if Mr. Tyt voluntarily terminates employment (ot
than following a demotion) at any time prior to Maovber 30, 2012. Mr. Totty is also entitled to rgeecertain benefits upon cert
terminations of employment and a change in contvbich benefits are summarized below in "PoterR@yments Upon Termination or Cha
in Control."

Grants of Plan-Based Awards in 2010

The following table sets forth informatioegarding grants of awards made to our named eixecofficers during 2010. These amot
have been adjusted to reflect a three-for-one stptikcompleted in August 2010, and a two-for-stack split completed in January 2011.

Grz?mt Date
Number of Fg;rs\{gtl:uke
Securities Number of Exercise and Option
Underlying Securities Price of Awards
Restricted Stock Underlying Option
Name Grant Date Units (#) Options (#) Awards ($/sh) $) @
Andrew D. Masor — — — — —
Jason E. Chilc 12/20/201! 600,00(? — —  9,477,00i
Robert S. Solomo 3/22/201! — 155,4243) 257 191,68
3/22/2011 — 3,954,557 257 4,877,17
Brian K. Totty 11/30/2011 197,28() — —  2,659,33
Kenneth M. Pelletie — — — — —
1) Reflects grant date fair value of restricted stockts and option awards computed in accordance ®WiBB ASC Topic 718. Assumptions underlying

valuations are set forth in footnotes 2 and 3 @Sbmmary Compensation Table abc
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@

(©)

©)

®)

Reflects the award of restricted stock units uritier 2010 Plan upon Mr. Child's employment as CRFiefancial Officer, pursuant to his entering intc
employment agreement with us.

Reflects the award of incentive stock options urttier 2010 Plan upon Mr. Solomon's employment asitkat and Chief Operating Officer, pursuant tc
entering into an employment agreement with us.

Reflects the award of nonqualified statutory stogkions under the 2010 Plan upon Mr. Solomon's eympént as President and Chief Operating Off
pursuant to his entering into an employment agre¢mvih us.

Reflects the award of restricted stock units urtder2010 Plan upon Mr. Totty's employment as Seviice President of Engineering and Operations, yamstc
his entering into an employment agreement witt

Outstanding Equity Awards at 2010 Year-End

The following table lists all outstandinguity awards held by our named executive officarefaDecember 31, 2010. These amounts
been adjusted to reflect a three-for-one stock splnpleted in August 2010, and a two-for-one stgglik completed in January 2011.

Option Awards Stock Awards
Number of Number of Market Value
Securities Securities Number of of Shares
Underlying Underlying Option Shares of Stock of Stock
Unexercised Unexercised Exercise Option that Have Not that Have
Options (#) Options (#) Price Expiration Vested Not Vested

Name Exercisable Unexercisable (%) Date (#) ($)

Andrew D.

Mason — — — — — —
Jason E. Chilc — — — — 600,00(Y 9,477,001
Robert S

Solomon — 4,110,000 257 3/22/202( — —
Brian K. Totty — — — — 191,80  3,029,48:
Kenneth M.

Pelletier — 45,00W 0.0z  9/1/201" — —

— 143,75(® 0.0z 11/7/201¢ — —
— 387,50(®  0.1€  7/9/201¢ — —

1) Restricted stock units vest according to the folf@vschedule: 120,000 on the earliest of (i) Decend@®, 2011, (ii) six months after the effectiveedaf ou
initial public offering, or (iii) a change in comirevent; and an additional 30,000 on the last afagach subsequent threenth period following the initi:
vesting event. Vesting is subject to Mr. Child'sitioued employment by the Company up to and indlg@iach applicable vesting date.

) Stock options would have vested according to tieviing schedule: 1,027,500 on March 22, 2011; dditional 256,878 on June 22, 2011 and on each ity
anniversary of such date thereafter through Dece2be2011; and an additional 256,842 on March2224. Vesting of certain of Mr. Solomon's stockiom
was accelerated pursuant to his separation agreeasedescribed below in "Mr. Solomon's Transit8®rvices and Separation Agreement."

3) Restricted stock units vest according to the foltmaschedule: 5,480 on December 31, 2010 and dm maathly anniversary of such date thereafter. Mgst
subject to Mr. Totty's continued employment by psaand including each applicable vesting date.

(4) Stock options would have vested according to thleviing schedule: 5,000 on January 1, 2011 andamf enonthly anniversary of such date thereaftestive
of certain of Mr. Pelletier's stock options waselecated pursuant to his separation agreemengsasided below in "Mr. Pelletier's Separation Agneet."

(5) Stock options would have vested according to thleviing schedule: 6,250 on January 7, 2011 andamf enonthly anniversary of such date thereaftestive
of certain of Mr. Pelletier's stock options waselecated pursuant to his separation agreemengsasided below in "Mr. Pelletier's Separation Agneet."

(6) Stock options would have vested according to tHeviang schedule: 12,500 on January 9, 2011 andamh monthly anniversary of such date thereaftestixi

of certain of Mr. Pelletier's stock options waselecated pursuant to his separation agreemengssibled below in "Mr. Pelletier's Separation Agneet."
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Option Exercises and Stock Vested in 2010

The following table sets forth all exerasef stock options by our named executive officdusing 2010. These amounts have
adjusted to reflect a three-for-one stock split pteted in August 2010, and a two-for-one stocktsimpleted in January 2011.

Option Awards Stock Awards
Number of Shares ; ;
) Value Realized on Value Realized
Acquweq on Exercise Number of Shargs on Vesting

Exercise 1 Acquired on Vesting )
Name #) $W (#) © @
Andrew D. Masor — — — —
Jason E. Chil — — — —
Robert S. Solomo — — — —
Brian K. Totty — — 5,48(1%) 86,58t
Kenneth M. Pelletie 544,99¢ 2,424,76. — —
1) The value realized on exercise is the differende/den the fair market value of the underlying statkhe time of exercise and the exercise pridgé@bption.
) The value realized on vesting is the fair markéaeaf the underlying stock on the vesting date.
3) Consists of shares settled upon the vesting aficesd stock units awarded on November 30, 2010.

Pension Benefits

Aside from our 401(k) plan, we do not maintany pension plan or arrangement under whicmauored executive officers are entitle:
participate or receive post-retirement benefits.

Non-Qualified Deferred Compensation

We do not maintain any nonqualified defdrecempensation plans or arrangements under whicimamed executive officers are enti
to participate.
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Potential Payments Upon Termination or Change in Cotrol

Potential Payments pursuant to Mr. Masdifaployment Agreement. Upon a termination of employment by us withgatise or b
Mr. Mason for good reason, Mr. Mason is entitleddoeive, for a period of 180 days following teration, (i) continued payment of his b
salary, less applicable withholding, and (ii) contition of his then-current benefits under our fiepéans. Mr. Mason is also subject to non-
competition and non-solicitation restrictive covetsafor a period of two years following a termiatiof employment for any reason.

"Cause" is defined in Mr. Mason's employtreggreement as:

. failure to perform reasonable legally assignededutdllowing written notice of such failure andemsonable opportunity to cu
. theft, dishonesty, or falsification of employment@mpany record:

. an act or acts constituting a felony or involvingnal turpitude;

. willful misconduct or gross negligence that has hadaterial adverse effect on our reputation oimass; or

. material breach of the employment agreement foligwiritten notice of such breach and reasonablemppity to cure.

"Good reason" is defined in Mr. Mason's &iyment agreement as:

. material reduction of duties and responsibilitieolv what is customary for his position, without.Nifason's consen
. office relocation more than twenty-five miles frauar current office, without Mr. Mason's consent; or
. our breach of the employment agreement which hasraged for more than thirty days following notimeus of such breach.

"Change in control" is defined in Mr. Masoemployment agreement by reference to our 2088, Rthich is described below under "2
Stock Option Plan."

Potential Payments pursuant to Mr. ChilEsployment Agreement. Upon a termination of employment by us witheause or b
Mr. Child for good reason, Mr. Child is entitled teceive immediate vesting of 110,000 unvestedictst stock units (from his original gr:
of 600,000 restricted stock units) and, for a pgib six months following termination, (i) contindipayment of his base salary, less applic
withholding, and (ii) continuation of Compamyevided insurance benefits until he has securedrance benefits elsewhere. Upon a chan
control, Mr. Child is entitled to immediate vestingfifty percent of his then unvested restrictéakck units. However, in the event of a che
of control that occurs on or before December 2Q,12Mr. Child has the option to elect, in lieu afch immediate vesting, to receiv
contractual commitment from us to pay him $2,650,86nually, payable on a quarterly basis over the five years, contingent on Mr. Chil
remaining employed by us on each payment daterliQWild makes such an election, and his employrisetgrminated by us without cause
by Mr. Child for good reason during the period ledgng three months prior to the public announcenwéra change in control and end
twelve months following a change in control, Mr.ildtshall be entitled to receive a lump sum paynwithe amount he would have recei
had he remained employed by us for an additiorigtlythix months, payable in a lump sum. Mr. Chifdalso subject to nocempetition an
non-solicitation restrictive covenants for a peradcsix months following a termination of employniéor any reason.
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"Cause" is defined in Mr. Child's employrhaegreement as:

. theft, material dishonesty, or falsification of dmpment or Company records;
. an act or acts constituting a felony;
. willful misconduct or gross negligence that has hadaterial adverse effect on our reputation oimass.

"Good reason" is defined in Mr. Child's daypnent agreement as:

. material reduction of duties and responsibilitietol what is customary for his position, without.Ndhild's consent;

. a change in title

. our requirement that he report to anyone other tharchief executive office

. office relocation more than fifty miles from ourreent office, without Mr. Child's consent;

. material reduction of his base salary or minimumuath bonus, without a corresponding similar reducto the base salaries

annual bonuses of other executive officers; or

. our material breach of the employment agreementhvhias continued for more than thirty days follogvimotice to us of su
breach.

"Change in control” is defined in Mr. CHdcemployment agreement by reference to our 2040, ®hich is described below under "2
Stock Plan."

Potential Payments pursuant to Mr. SolomdEmployment Agreement. Upon a termination of employment by us withoatise or b
Mr. Solomon for good reason, Mr. Solomon was esditio receive, for a period of six months followiggmination, (i) continued payment
his base salary, less applicable withholding,d@iptinuation of Companprovided insurance benefits until he has secursdréamce benefi
elsewhere, and (iii) immediate vesting of 900,0pfans. If such a termination had occurred durimg period beginning three months pric
the public announcement of a change in control emding twelve months following a change in conthf, Solomon also would have be
entitled to immediate vesting of the options thauld have vested over the next two years. Mr. Solois also subject to nacempetition an
non-solicitation restrictive covenants for a peraddwo years following a termination of employméait any reason.

"Cause" is defined in Mr. Solomon's empleymagreement as:

. failure to perform reasonably assigned duties ¥alhg written notice of such failure and a thirtyydaure period;
. theft, dishonesty, or falsification of employment@mpany record:

. an act or acts constituting a felony or involvingnal turpitude;

. willful misconduct or gross negligence that has hadaterial adverse effect on our reputation omass; or

. material breach of the employment agreement foligwiritten notice of such breach and a thirty-dasegeriod.

"Good reason" is defined in Mr. Solomontspédoyment agreement as:
. material reduction of duties and responsibilitietolv what is customary for his position, without.Ndolomon's conser

103




Table of Contents

. office relocation more than one hundred miles fiaum current office, without Mr. Solomon's conseont;

. our breach of the employment agreement which hasreeed for more than thirty days following notitweus of such breac

"Change in control" is defined in Mr. Solon's employment agreement by reference to the Coyg2010 Plan, which is descrit
below under "2010 Stock Plan."

Mr. Solomon's Transition Services and Safian Agreement. Upon his departure from the position of Presicend Chief Operatir
Officer on March 22, 2011, Mr. Solomon entered iattransition services and separation agreemehtuwgiton April 5, 2011. Pursuant to
agreement, he is required to perform certain ttimsil duties during the transition period, whiaide on July 25, 2011 (the "Separation Da
During the transition period, Mr. Solomon will comie to receive his former base salary and bebdigb participate in our employee ber
plans. In addition, the vesting of 900,000 optievess accelerated as of March 22, 2011, and Mr. Samtowmill be permitted to exercise
vested options for a period of ninety days follogvithe Separation Date. Following the SeparationeDahd provided that Mr. Solom
executes a release of claims, Mr. Solomon is edtiib receive (i) continued payment of his basargaless applicable withholding, for a pel
of six months following termination, (ii) immediatesting of an additional 416,556 options, and ¢dntinued group health insurance ben
through July 31, 2011 and Compapgid COBRA premiums thereafter through January?812. However, if Mr. Solomon is terminated
cause during the transition period, he will notdbigible to receive any postmployment benefits under this agreement. Mr. Solois als:
subject to non-competition and non-solicitatiortniegve covenants for a period of two years follog/ his termination of employment.

"Cause" is defined in Mr. Solomon's separaaigreement as:

. theft, dishonesty, or falsification of employmemnt@ompany records;

. an act or acts constituting a felony or involvingral turpitude;

. willful misconduct or gross negligence that has hadaterial adverse effect on our reputation omass; ol

. material breach of the separation agreement foligwiritten notice of such breach and a tl-day cure perioc

Potential Payments pursuant to Mr. Tott#isiployment Agreement. Upon a termination of employment by us with@ause or
demotion, in each case, that occurs before NoveBMeP012, Mr. Totty is entitled to receive immediaesting of fifty percent of his th
unvested restricted stock units. Mr. Totty is adabject to a nosolicitation restrictive covenant for a period ofeoyear following a terminatic
of employment for any reason. Upon a change inrogri¥ir. Totty is entitled to receive immediate tiag of fifty percent of his restricted stc
units, to the extent they have not already vesteactordance with their terms. In addition, uporhange in control that is agreed to pric
November 30, 2011, Mr. Totty is entitled to recei

. a cash amount equal to the positive differencanyf, between (i) $4,575,000, and (ii) the valu8@7,500 shares of our stock
of the date of the change in control); and

. one-third of the "retention shortfall”, which is deteimad by subtracting (i) the value of 600,000 restd stock units (as of t
date of the change in control), from (ii) the difface between $38,300,000 and the sum of the éxyalue of 1,230,000 sha
(as of the date of the change in control) and guy times the amount described in the first byi@ht above. Mr. Totty's share
the retention shortfall is subject to vesting ini@gmonthly increments over the three year permdmencing on November !
2010, provided that Mr. Totty has been continuogshployed by us on each applicable vesting datéhdrevent that Mr. Tot
experiences a demotion or is terminated
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without cause prior to the full vesting of his gharf the retention shortfall, his entire share Ishalimmediately vested. /
amounts above have been adjusted to reflect theada@011 stock split.

"Cause" is defined in Mr. Totty's employrhagreement as:

. conviction of or plea onolo contenderto any felony or other crime involving fraud, theftmoral turpitude

. fraud, theft, embezzlement, or other material digtsty involving the Company or a material breachisffiduciary duty to th
Company;

. gross negligence or willful misconduct in the penfance of his employment duties to the extent gmoks negligence or willf

misconduct materially and adversely affects the gamy; or

. material breach of his employment agreement, wisalot curable or is not cured within fifteen ddgowing notice by us t
Mr. Totty specifying the nature of such breach.

A "demotion” is defined in Mr. Totty's enogiment agreement as:

. material reduction in his duties and responsib#itor a permanent change in his duties and redplitess which is materiall
inconsistent with the duties and responsibilitiéshis position, which reduction or change is notecl within thirty day
following notice by Mr. Totty to us thereof.

"Change in control" is defined in Mr. Tofyemployment agreement as (i) the acquisition ty person or entity of the benefic
ownership of more than fifty percent of the theitstanding shares of our common stock or the conabitoéing power of the then outstand
securities entitled to vote in the election of diges; (ii) the closing of a sale or other conves@of substantially all of the Company's as:
(iii) the consummation of any merger or other basgicombination involving the Company if, immediagdter such transaction, the holder
a majority of the outstanding securities entitledsote in the election of directors of the surviyientity of such transaction are not persot
entities who, immediately prior to such transactibeld such securities; or (iv) the completion o§ @ther transaction that has the same ¢
as any of the foregoing.

Mr. Pelletier's Separation AgreementUpon his separation from the Company on Ma@h2®11, Mr. Pelletier entered into a separ:
agreement and general release with us on ApriD&12Pursuant to this agreement, Mr. Pelletientgtled to (i) continued payment of his b
salary, less applicable withholding, for a periddsia months following termination, and (ii) immexdé vesting of fifty percent of his unves
stock options, which remained exercisable for yhitdys following termination.

The table below shows the estimated amolpayments and benefits that we would provideuoramed executive officers assuming
their employment was terminated as of DecembePB10 by us without cause or by the officer for goedson, including in connection wit
change in control. None of our named executiveceffi were retirement eligible as of December 3102The table below also shows
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the estimated amount of payments and benefitsvileatvould provide to our named executive

December 31, 2010.

officersuasing a change of control as

Termination
Termination Without Cause or Without Cause
Change in for Good Reason in Connection or for Good
Executive Payment Elements Control ($) with a Change in Control ($) Reason ($)
Andrew D.
Mason Salary — 88,76 88,76
Stock Options — — —
Restricted Stock Unit — — —
Restricted Stoc — — —
Health Coverag — 5,40( 5,40(
Total — 94,167 94,167
Jason E. Chil  Salary — 175,00( 175,00(
Stock Options — — —
Restricted Stock Unit 4,738,501 4,738,50I —
Restricted Stoc — — —
Health Coverag — 5,40(C 5,40(C
Total 4,738,501 4,918,90I 180,40(
Robert S.
Solomon Salary — 175,00( 175,00(
Stock Options — 49,271,66 11,902,50
Restricted Stock Unit — — —
Restricted Stoc — — —
Health Coverag — 5,40( 5,40(
Total — 49,452,06 12,082,90
Brian K. Totty  Salary — — —
Stock Options — — —
Restricted Stock Unit  1,558,01! 1,558,011 1,514,740
Restricted Stoc — — —
Health Coverag — — —
Additional Payment 3,131,681 3,131,681 —
Total 4,689,70. 4,689,70. 1,514,74.
Kenneth M.
Pelletier Salary — — —
Stock Options — — —
Restricted Stock Unit — — —
Restricted Stoc — — —
Health Coverag — — —
Total — — —
1) Vesting of Mr. Totty's restricted stock units iscalerated upon a demotion or a termination of hipleyment by us without cause. See "Potential Payz
pursuant to Mr. Totty's Employment Agreement" abforefurther details.
) Represents potential payments made upon a charmgmirol occurring prior to November 30, 2011, onoection with the merger of Groupon Ludic, Incd

Ludic Labs, Inc. See "Potential Payments pursumMrt Totty's Employment Agreement” above for fertlletails

Employee Benefit Plans

2010 Stock Plan

We established the 2010 Stock Plan, orilyiredfective April 16, 2010 and most recently arded on April 1, 2011, referred to hereir
the 2010 Plan. The purpose of the 2010 Plan isdt@rece the interests of the Company, and our a&##i and stockholders, by provid
incentives to retain and reward
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participants and motivate them to contribute to grawth and profitability. The 2010 Plan provides the award of incentive stock optic
nonqualified stock options, restricted stock pusghdghts, restricted stock units, and restrictedksbonuses.

Administration. The 2010 Plan is administered and interprejethé compensation committee. The compensation dtigarhas the fu
and final power and authority to determine the temwh awards under the 2010 Plan, including desiggahose persons who will rece
awards, the types of awards granted, the fair mamkeie of shares of stock or other property, drerestrictions and conditions that ma
applicable to each award and underlying shares.rdsvander the 2010 Plan are evidenced by award agnats.

Grant of Awards; Shares Available for Award Generally, awards under the 2010 Plan may batgd to employees, consultants
directors of the Company or any affiliate, othearthincentive stock options, which may only be gednto employees. An aggregate
10,000,000 shares of our Class A common stockdpssted to reflect a three-for-one stock split céetga in August 2010 and a two-fone
stock split completed in January 2011), in the aggte, are reserved for issuance under the 20100 Hi@ number of shares issued or rese
pursuant to the 2010 Plan may be adjusted by thgensation committee, as it deems appropriatdyeasesult of stock splits, stock divider
and similar changes in our Class A common stock.

Stock Options. Under the 2010 Plan, the compensation commitiag grant participants incentive stock optionsjclwhqualify fol
special tax treatment under United States tax ésnyell as nonqualified stock options. The compgms&ommittee establishes the duratio
each option at the time of grant, with a maximumation of ten years from the effective date of ¢gnent. The compensation committee
establishes any performance criteria or passaginefrequirements that must be satisfied priohe éxercise of options. Option grants r
have an exercise price that is not less than thenfarket value of a share of common stock on tlaigdate. Payment of the exercise prict
shares being purchased pursuant to a stock optaynb®a made in cash or check, or, if the Companyiter by means of a stock ten
exercise, a cashless exercise or a net exercise.

Restricted Stock Awards. Restricted stock awards under the 2010 Plan loeaynade in the form of either restricted stockus@s c
restricted stock purchase rights. Restricted stonkuses are awards of shares that vest in accardeitit terms and conditions establishes
the compensation committee. Restricted stock psehghts are awards of rights to purchase shaesvest in accordance with terms
conditions established by the compensation comejitteese rights are exercisable for a period dsted by the compensation committee
shall not exceed thirty days from the grant datecelpt as otherwise provided by an award agreemexipients of restricted stock awards t
all the rights of stockholders with respect to timelerlying shares, including the right to vote sabhres and receive dividends on such shares.

Restricted Stock Units. Under the 2010 Plan, the compensation committag grant participants restricted stock units,clihdre unit
representing the right to receive shares of ourmomstock, or the cash value of such shares, gueeified date in the future, subjec
forfeiture of such right. The compensation commaitéstablishes the time or times on which a resttistock unit will vest and the form
consideration (shares, cash or a combination df)liotbe distributed to a participant on settlement

Change in Control Provisions. The compensation committee may provide thathéevent of a termination of a participant's menr
connection with a change in control, an outstandiwgrd will become fully vested and/or exercisabtethe event of a change in control,
2010 Plan provides that the surviving entity masuase or continue our rights and obligations unagr @utstanding award, or may substi
substantially equivalent awards with respect togheviving entity's stock. The compensation comemsitinay also, in its discretion, detern
that an outstanding award may be cashed out in
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connection with a change in control. A change intad is defined as either (i) a sale of more tfiifty percent of our outstanding stock
merger or consolidation, or a sale of substantiallyof our assets, wherein the Company's stockdieldo not retain, immediately after
transaction, in substantially the same proportiasasheir ownership of shares of voting stock imraey before the transaction, direc
indirect ownership of more than fifty percent oktkotal combined voting power of the Company's tamiing voting stock, or (ii) o
stockholders' approval of a plan of liquidationd@solution.

Compliance with Laws. The 2010 Plan is designed to comply with aplegable federal, state and foreign securities |amnduding th
Securities Act of 1933 and the Securities Exchahgeof 1934. The 2010 Plan and all awards grantedetunder are intended to comply w
or otherwise be exempt from, Section 409A of thel€o

Amendment and Termination.The compensation committee may amend, suspetatroinate the 2010 Plan at any time. Howeve
amendment that requires the approval of our stddene shall be made without the approval of the gamy's stockholders. In addition,
amendment, suspension, or termination of the 2040 ay adversely affect any outstanding awardsyiged, however, that the compensa
committee may amend the 2010 Plan or any awardeagget for the purposes of conforming the 2010 PBlathe award agreement to
requirements of law, including the requirementSeétion 409A of the Code.

2008 Stock Option Plan

We established the 2008 Stock Option Rbsiginally effective January 15, 2008, referrechgrein as the 2008 Plan. The 2008 Plan
frozen in December 2010; however, option awardsipusly granted and outstanding under the 2008 Rdamain subject to the terms of
2008 Plan and the applicable award agreement. Tihmge of the 2008 Plan is to advance the intecdstse Company and our affiliates
stockholders, by providing incentives to retain aemtard participants and motivate them to contgliotour growth and profitability. The 2C
Plan provides for the award of incentive stock @miand nonqualified stock options.

Administration. The 2008 Plan is administered and interpretethé compensation committee. The compensation dtieerhas the fu
and final power and authority to determine the eohoption awards under the 2008 Plan, includiesighating those persons who will reci
option awards, the number of shares to be subjeetath option award, the fair market value of sharfestock or other property, and
restrictions and conditions that may be applicableach option award and the underlying shares.rdsvander the 2008 Plan are evidence
option award agreements.

Grant of Option Awards; Shares Available favards. Generally, option awards under the 2008 Plag bwgranted to employe
consultants and directors of the Company or anyisaéf, other than incentive stock options, whiclymonly be granted to employees.
aggregate of 32,309,250 shares of our Class A consturk (as adjusted to reflect a threedoe stock split completed in August 2010 a
two-for-one stock split completed in January 2011), indbgregate, were reserved for issuance under th@ R@h. The number of sha
issued or reserved pursuant to the 2008 Plan madjusted by the compensation committee, as it desgppropriate, as the result of st
splits, stock dividends, and similar changes in©lass A common stock. No new option awards haea lgganted under the 2008 Plan sin
was frozen in December 2010.

Stock Options. Under the 2008 Plan, the compensation comnmftaeted participants incentive stock options, Wwigoaalified for speci
tax treatment under United States tax law, as asthonqualified stock options. The compensationroittee established the duration of €
option at the time of grant, with a maximum duratiof ten years from the effective date of the grdmte compensation committee ¢
established any performance criteria or passagieefrequirements that must be satisfied priohtexercise of options. Incentive stock of
grants were required to have an exercise pricenthatnot
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less than the fair market value of a share of comstock on the grant date, while nonqualified stopkion grants were required to have
exercise price that was not less than eidgy-percent of the fair market value of a sharea@fhmon stock on the grant date. Payment ¢
exercise price for shares being purchased purdaamstock option may be made in cash or checkf tre Company permits, by means
stock tender exercise, a cashless exercise orexagtise.

Change in Control Provisions. In the event of a change in control, the sung\entity may assume or continue the Companytgsign
obligations under any outstanding option awardmay substitute substantially equivalent optionshwéspect to the surviving entity's stc
Options that are neither assumed nor substituted apchange in control shall terminate and cease wutstanding as of the date of the ch
in control. A change in control is defined as aitfiga sale of more than fifty percent of our dateling stock, a merger or consolidation,
sale of substantially all of our assets, whereagn @ompany's stockholders do not retain, immedisaéilyr the transaction, in substantially
same proportions as their ownership of shares igstock immediately before the transaction, e indirect ownership of more than fi
percent of the total combined voting power of thempany's outstanding voting stock, or (ii) our &tomders' approval of a plan of liquidat
or dissolution.

Compliance with Laws. The 2008 Plan is designed to comply with apleable federal, state and foreign securities |anguding th
Securities Act of 1933 and the Securities Exchakgieof 1934.

Amendment and Termination.The compensation committee may amend or tetmiha 2008 Plan at any time. However, no amenc
that requires the approval of our stockholdersidf®imade without the approval of the Company'skitolders. In addition, no amendmen
termination of the 2008 Plan may adversely affaty autstanding options without the participant'si.gent, unless the amendmen
termination is required to enable an option dedigghas an incentive stock option to qualify as razeitive stock option or is necessar
comply with applicable law.

401(k) Plan

Our 401(k) plan, which is generally avaitato all employees, allows participants to deferoants of their annual compensation be
taxes, up to the maximum amount specified by theleCavhich was $16,500 per person for calendar P€410. Elective deferrals ¢
immediately vested and nonforfeitable upon contidsuby the employee.

Compensation and Risk

In March 2011, management undertook a m&skew of the Company's employee compensation plents arrangements in which
employees (including our executive officers) paptite, to determine whether these plans and arnaegis have any features that might cr
undue risks or encourage unnecessary and exceassiviaking that could threaten the value of the Compamyour review, we consider
numerous factors and design elements that manapendigate risk, without diminishing the effect tife incentive nature of compensat
including the following: a commissiobased incentive program for sales employees thgtresults in payout based on actual gross pr
discretionary bonuses for executive employeesatanot tied to specific quantitative formulas anay be adjusted for qualitative factors
individual performance; ownership of a large petaga of our shares and equitgsed awards by senior management; and our praxf
awarding longterm equity grants upon hire to our executives lideo to directly tie the executive's expectationcompensation to the
contributions to our longerm value of the Company. Based on our reviewcarcluded that any potential risks arising from eorploye:
compensation programs, including our executive fiog, are not reasonably likely to have a matadsakrse effect on the Company.
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Director Compensation in 2010

Historically, with the exception of cashypeents to Messrs. Keywell and Lefkofsky in 2010, veeve not paid our noemployee directo
any cash compensation for their services as mendfeyar Board. We have provided occasional grafitsqoity awards to directors, thot
none were granted in 2010. As described below, aue limplemented an annual cash and equity compengabgram for our noemploye:
directors beginning in 2011. The following tabléssirth the compensation paid to our non-emplajieectors in 2010.

Fees Earned

or Paid Option All Other

Name in Cash ($) Awards ($) Compensation ($) Total ($)
Peter J. Barri — — — —
Kevin J. Efrusy — — — —
Jason FriedV) — — — —
Bradley A. Keywell 90,00( — — —
Eric P. Lefkofsky 90,00( — — —
Theodore J. Leons — — — —
John R. Waltef!) — — — —
Harry Weller® — — — —
1) Messrs. Fried, Walter and Weller ceased to be mesrdfe¢he Board as of January 13, 2011.

As of December 31, 2010, as adjusted ferAhgust 2010 and January 2011 stock splits, tigeeggte option awards outstanding for
non-employee directors were as follows: Theodotednsis—600,000; and Jason Fried50,000. There were no outstanding stock or o
awards for any other non-employee directors.

In February 2011, our n@mployee directors each received an award of 60sB@@es of restricted stock, which will vest in fagua
installments on each anniversary of the grant ddéginning in 2011, we have also implemented aruahnash and equity compensa
program, under which each nemployee director will receive a retainer of $180,&nnually, half of which will be paid in cash dathe othe
half in restricted stock units.
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RELATED PARTY TRANSACTIONS

In addition to the cash and equity compBosaarrangements of our directors and executivBcet discussed above un
"Management-Birector Compensation" and "Executive Compensdtitire following is a description of transactionacs January 1, 2008,
which we have been a party in which the amount lired exceeded or will exceed $120,000 within arsgdl year and in which any of (
directors, executive officers, beneficial holdefsrmre than 5% of our capital stock or entitiesliatied with them had or will have a direct
indirect material interest.

Legal Services of Lefkofsky & Gorosh, P.C.

Steven P. Lefkofksy, the brother of Ericlefkofsky, is a founder and shareholder of Lefkgf& Gorosh, P.C. For 2009, 2010 and
first quarter of 2011, we paid Lefkofsky & GorodR,C. approximately $0.1 million, $0.3 million an@®.$ million, respectively, for leg
services rendered. We expect to continue to olegal services from Lefkofsky & Gorosh in the fugur

Sublease with Echo Global Logistics, Inc.

In May 2009, we entered into an agreemetit Bcho Global Logistics, Inc. (NASDAQ: ECHO) puent to which we subease a portic
of Echo's office space in Chicago, which was subsetly amended in November 2009. Pursuant to thkease, we paid Echo approxima
$0.1 million and $0.2 million for 2009 and 2010spectively. Three of our directors, Peter A. Baffisc P. Lefkofsky and Bradley A. Keywe
are also directors of Echo and have direct anadiréct ownership interests in Echo. In additiashrd R. Walter, one of our former director:
also a director of Echo and has an ownership istére Echo. Certain of our stockholders, includidfd Willow Partners, LLC, an enti
controlled by Richard A. Heise, Jr., and affiliatddNew Enterprise Associates, also have directanddirect ownership interests in Echo.

Sales of Our Securities

We sold the following capital stock to adirectors, officers and holders of 5% or more of outstanding capital stock, and tt
respective affiliates, in private transactions ba tates set forth below. The information set fdmtfow with respect to our voting and non-
voting common stock gives effect to (i) the three-dne stock split of our voting and nenting common stock that was completes
August 2010 and (ii) the two-for-one stock splitonfr voting and non-voting common stock that wasgleted in January 2011.

Non-Voting
SeriesD  SeriesE  SeriesF  Series G Voting
Preferred Preferred Preferred Preferred  Common Common Total
Date of Purchase

Name of Stockholder ~ Stock®  Stock®  stock®  stock ) Stock (®) stock®  purchase Price
Entities affiliated with

New Enterprise

Associates 6,560,17: 1/15/0¢ $ 4,799,99
Andrew D. Masor 1,800,001 11/1/0¢ $ 144,00(
Entities affiliated with

Accel Growth

Fund L.P. 2,932,55; 11/17/0¢ $ 20,000,00
Entities affiliated with

New Enterprise

Associate: 1,466,27! 11/17/0¢ $ 10,000,00
Entities affiliated with

CityDeal

Management UC 19,800,00 5/15/1( ™
Entities affiliated with

CityDeal

Management UC 21,600,00 12/1/1¢ ®)
Howard Schult2?) 949,66!  2/10/17 $ 15,000,00
Theodore J. Leons 63,33 2/10/1: $ 1,000,31.
1) Each share of Series D preferred stock will conivea six shares of Class A common stock upon tresemmation of this offering.
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Each share of Series E preferred stock will conviat six shares of Class A common stock upon tresemmation of this offering.

Each share of Series F preferred stock will conwgetsix shares of Class A common stock upon dresammation of this offering.

Each share of Series G preferred stock will conveattwo shares of Class A common stock upon tresemmation of this offering.

Each share of voting common stock will convert iat@ share of Class A common stock upon the consimmof this offering.

Each share of non-voting common stock will conieid one share of Class A common stock upon thewnmation of this offering.

These shares were issued as consideration in atomedth the merger of CityDeal Europe GmbH withdanto Groupon Germany GbR.

These shares were issued as contingent considemtimnnection with the merger of CityDeal Eurdp@bH with and into Groupon Germany GbR.
Includes 567,269 shares of non-voting common staeked by Maveron Equity Partners IV, L.P., 47,48&res of nornvoting common stock held by Ml
Associates IV, L.P. and 18,360 shares of moting common stock held by Maveron IV EntrepreséEund, L.P. (together, the "Maveron Funds"). Sthultz i

a limited partner of MEP Associates IV, L.P. and ha economic membership interest in, but is moaaager of, Maveron General Partner IV LLC, theega
partner of the Maveron Func

Series F Preferred Stock Investment

In April 2010, we issued 4,202,658 sharfesus Series F preferred stock to a group of tipiadty investors in exchange for $135.0 mil
in cash, or $32.12 per share. We retained $15Jibmibf these proceeds for working capital and geheorporate purposes. We used
remaining $120.0 million of these proceeds to retdeeting and norvoting common stock from our existing stockholdatra purchase price
$5.3537 per share (on a pasbck split basis). In connection with this redeiopt the following of our directors, officers anée5or greate
stockholders (or their respective affiliates) af thompany received the payments listed below:

Director, Officer or 5% Stockholder Redemption

(or Affiliate) Shares Redeemeff) Payment Amount
Green Media, LLG? 10,665,450 shares of voting common st $ 57,095,70
Rugger Ventures LLE®) 4,336,284 shares of voting common st $ 23,21357
Andrew D. Masor 3,349,584 shares of voting common st $ 17,931,44
Theodore J. Leons 38,946 shares of r-voting common stoc  $ 208,49:
600 West Partners Il, LL&) 1,071,606 shares of voting common st $  5,736,66
Kenneth M. Pelletiet®) 181,110 shares of r-voting common stoc ~ $ 969,54:
John R. Waltef®) 609,156 shares of voting common st $  3,261,01

()]

(@)
(©)
©)
®)
(6)

The number of shares of voting and non-voting comistock redeemed gives effect to the subsequetttréi¢-for-one stock split of our voting and nasting
common stock that was completed in August 2010 @idwo-for-one stock split of our voting and nwmoeting common stock that was completec
January 2011.

Green Media, LLC is owned by Eric P. Lefkofsky (50&hd his wife, Elizabeth Kramer Lefkofsky (50%).

Rugger Ventures LLC is owned by Kimberly KeywelDg8), the wife of Bradley A. Keywell, and Mr. Keywslchildren (20%).

The manager of 600 West Partners Il, LLC is BlualMgeLLC, an entity owned by Eric P. Lefkofsky (5p&nd his wife, Elizabeth Kramer Lefkofsky (50%).

Mr. Pelletier is our former Chief Technology Office

Mr. Walter is one of our former directors.

Series G Preferred Stock Investment

In December 2010 and January 2011, we @#s80c072,814 aggregate shares of our Series Grpgdfatock to a group of thindarty
investors in exchange for $946.0 million in cash$81.59 per share. We retained $136.2 millionhafse proceeds for working capital
general corporate purposes. We used the
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remaining $809.8 million of these proceeds to retdeeting and norvoting common stock from our existing stockholdatra purchase price
$15.795 per share (on a pasbck split basis), and Series D preferred stoak Series E preferred stock from our existing stodttérs at
purchase price of $31.59 per share. In connectidim this redemption, the following of our directpificers and 5% or greater stockholc
(or their respective affiliates) of the Companyeiged the payments listed below:

Director, Officer or 5% Stockholder Redemption
(or Affiliate) Shares Redeemet) Payment Amount
Andrew D. Masor 633,172 shares of voting common st $ 10,000,00
600 West Partners II, LL&) 3,899,526 shares of voting common st $ 61,590,17
Green Media, LLG®) 16,302,446 shares of voting common st $ 257,481,81
John R. Waltef*) 1,302,460 shares of voting common st $ 20,571,47
Entities affiliated with Accel

Growth Fund L.P. 211,037 shares of Series E preferred < $ 19,999,97
Entities affiliated with New 603,754 shares of Series D preferred stock

Enterprise Associate 134,940 shares of Series E preferred < $ 70,006,31
Entities affiliated with

CityDeal Management Ut 10,778,720 shares of voting common st $ 170,249,88
Rugger Ventures LLE® 8,447,860 shares of voting common st $ 133,427,71
Brian K. Totty 41,470 shares of r-voting common stoc $ 655,01¢
Kenneth M. Pelletief®) 481,918 shares of r-voting common stoc ~ $  7,611,89!
Jason Fried” 35,310 shares of r-voting common stoc ~ $ 557,72:
1) The number of shares of voting and non-voting comrsiock redeemed gives effect to (i) the threeefoe-stock split of our voting and newting commo

stock that was completed in August 2010 and (iBssguent two-for-one stock split of our voting amshvoting common stock that was completer
January 2011.

) The manager of 600 West Partners Il, LLC is BlualMgeLLC, an entity owned by Eric P. Lefkofsky (5p@&nd his wife, Elizabeth Kramer Lefkofsky (50%).

3) Green Media, LLC is owned by Eric P. Lefkofsky (50&hd his wife, Elizabeth Kramer Lefkofsky (50%).

(4) Mr. Walter is one of our former directors.

(5) Rugger Ventures LLC is owned by Kimberly Kewell €8)) the wife of Bradley A. Keywell, and Mr. Keywilichildren (20%).
(6) Mr. Pelletier is our former Chief Technology Office

) Mr. Fried is one of our former directors.

Non-Voting Common Stock Investment

In February 2011, we issued 1,090,830 shaffeur nonvoting common stock to Howard Shultz and his &fféds, Theodore Leonsis, V
McCutchen and Placido Arango in exchange for $iilRon in cash, or $15.795 per share. We retai86c2 million of the proceeds 1
working capital and general corporate purposes.ugésl the remaining $17.0 million of these procdedssdeem nomwoting common stoc
from our existing stockholders at a purchase pot&15.795 per share. In connection with this repigon, the following of our directol
officers and 5% or greater stockholders of the Camypreceived the payments listed below:

Redemption
Director, Officer or 5% Stockholder Shares Redeemed Payment Amount
John R. Waltef?) 253,325 shares of voting commonstt ~ $  4,001,26:
Robert S. Solomof®) 316,556 shares of n-voting common stoc  $ 4,890,793
1) Mr. Walter is one of our former directors.
) Mr. Solomon is our former President and Chief OpiegaOfficer.
3) Prior to the redemption, Mr. Solomon exercisedapgito purchase 316,556 shares of noting common stock. The redemption payment amoftif#,890,79

is net of the aggregate exercise price of $109,
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Loan to Andrew D. Mason

On November 1, 2009, Andrew D. Mason, ohie€Executive Officer and one of our directorsyghased 1,800,000 shares of our non-
voting common stock with a promissory note to Gimupn the amount of $144,000. Mr. Mason repaid ghemissory note with respect
$132,000 on May 4, 2011 and forfeited 150,000 sharke remaining balance of the promissory notecaaselled.

Transactions and Relationships with Samwers and Ailfated Entities

CityDeal Acquisition. On May 15, 2010, we entered into and consuminat&hare Exchange and Transfer Agreement by awthg
CD-Inv Holding UG ("Holding"), CDRocket Holding UG ("Rocket Holding™), CityDeal Magement UG ("CityDeal Management"), CityD
Europe GmbH ("CityDeal"), Groupon Germany Gbr ("Gvon Germany") and Groupon, Inc., pursuant to wiRolket Holding and CityDe
Management transferred all of the outstanding shafeCityDeal to Groupon Germany in exchange foy8@0,000 shares of our voti
common stock, and CityDeal merged with and intouponm Germany with CityDeal as the surviving enéityd a whollyewned subsidiary
Groupon. An additional 21,600,000 shares of ouringotcommon stock were issued to Rocket Holding &ityDeal Management ¢
December 1, 2010, as contingent considerationhmterger. As a result of the merger, Holding, Rbdkolding and CityDeal Manageme
entities affiliated with Oliver Samwer, Marc Samvesrd Alexander Samwer, acquired an aggregate 40800 shares of our voting comn
stock representing 10.3% of the total outstandinging shares. Our founders may vote the shares lneltiolding, Rocket Holding ai
CityDeal Management. See "Principal and Sellingc&tolders" for further information.

CityDeal Loan Agreement. In May 2010, we and the former CityDeal shateééis (including Oliver Samwer, Marc Samwer
Alexander Samwer, collectively the "Samwers") esdieinto a loan agreement to provide CityDeal with28.0 million term loan facility (tt
"Facility"). The Facility subsequently was amenaedJuly 20, 2010 increasing the total commitmen$26.0 million. Each of the Compe
and the former CityDeal shareholders was obligatethake available $12.5 million under the termshaf Facility. The entire $25.0 milli
under the Facility was disbursed to CityDeal durd@j.0. Proceeds from the Facility were used to foperational and working capital nee
The outstanding balance accrued interest at afd&i# per annum. The outstanding balance and addénterest were payable upon termina
of the Facility, which was the earlier of any prgpeents or December 2012. In March 2011, CityDephi@ all amounts outstanding to
former CityDeal shareholders related to the Facilit

Consulting Agreement with Oliver SamwerOn May 12, 2010, CityDeal entered into a cotisgl agreement with Oliver Samw
pursuant to which Mr. Samwer advises CityDeal witBpect to its goals and spends at least fiftscent of his work hours consulting
CityDeal. CityDeal reimburses Mr. Samwer for tragat other expenses incurred in connection withséisice to CityDeal. Mr. Samwer d«
not receive any additional compensation from CitgDe Groupon in connection with his consultingerorhe term of Mr. Samwer's consull
agreement expires on October 18, 2011. We paidriidlibn to reimburse Mr. Samwer for travel and etkexpenses for 2010.

Consulting Agreement with Marc SamwerOn May 12, 2010, CityDeal entered into a cotiisglagreement with Marc Samwer, pursi
to which Mr. Samwer advises CityDeal with respecits goals and spends at least fiftgrcent of his work hours consulting for CityD
CityDeal reimburses Mr. Samwer for travel and otbgpenses incurred in connection with his serviweCityDeal. Mr. Samwer does 1
receive any additional compensation from CityDealGooupon in connection with his consulting roléneTterm of Mr. Samwer's consult
agreement expires on October 18, 2011. We paidhess$0.1 million to reimburse Mr. Samwer for &hand other expenses for 2010.

Management Services.CityDeal entered into agreements with Rocké&trimeet GmbH ("Rocket") and various other compainieshick
the Samwers have direct and/or indirect ownershiprésts to provide information technology, margtand other services to CityDe
CityDeal paid $1.4 million to Rocket and a total$®%.2 million to the other companies for servioesdered for 2010. In April 2011, this
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arrangement terminated and the personnel primag#igonsible for the services provided to us becamemployees.

Merchant Contracts. CityDeal entered into several agreements withrcimant companies in which the Samwers have daedto
indirect ownership interests, and, in some cashs, ave also directors of these companies, purdoamhich CityDeal conducts its busines:
offering goods and services at a discount with éheerchants. CityDeal paid in total $1.1 milliontteese companies under the merc
agreements for 2010.

E-Commerce King Limited Joint Venture (@hin On January 14, 2011, Groupon, B.V. entered mtfint venture with Rock
Asia GmbH & Co. KG, an entity affiliated with thea®wers ("Rocket Asia"), TCH Burgundy Limited ("Temt") and Group Discount (HI
Limited ("Yunfeng"). Pursuant to the joint ventuaerangement, Groupon B.V. and Tencent each own @0BsCommerce King Limited ("E-
Commerce") and Rocket Asia and Yunfeng each own a0%-Commerce. Pursuant to a shareholders agreememeernigo in connectic
with the joint venture, the board of directors eCBmmerce consists of a director appointed by aidialvg of Groupon, a director appointed
Rocket Asia, who is Oliver Samwer, and two direstappointed by Tencent. Each of the parties tqaime venture also has rights of cade
and first refusal pursuant to the shareholderseagest.

The Point.com

Prior to the closing of this offering, wkap to convert The Point.com, our predecessoryemntibich is a web platform that enables use
promote collective action in support of social, eational or other causes, into a not-wofit corporation. Following the conversion, wed
our stockholders will no longer have any finanaiaérest in The Point.com.

Recapitalization

Prior to the completion of this offeringewntend to recapitalize all outstanding share®wf capital stock (other than our Serie
preferred stock) into newly issued shares of Chasemmon stock. Each share of Series D preferretksSeries E preferred stock and Seri
preferred stock will be converted into newly issgédres of Class A common stock on approximatsiyx-for-one basis; each share of Seri¢
preferred stock will be converted into newly issugthres of Class A common stock on a two-for-orsishand each share of neating
common stock and common stock will be converted irgwly issued shares of Class A common stock ameafor-one basis. In addition, pri
to the completion of this offering, we intend teapitalize all outstanding shares of our Seriesdgored stock into newly issued shares ot
Class B common stock on an approximately sixefoe-basis. The purpose of the recapitalization exthange all of our outstanding share
our capital stock (other than our Series B pretesteck) for shares of the Class A common stockuliabe sold in this offering. In additio
each outstanding option will be converted into ptian to receive one share of Class A common stock.

Investor Rights Agreement

We have entered into an investor righteeagrent with certain holders of our common stock mederred stock that provides for cer
rights relating to the registration of their shacdscommon stock, including those shares issuedoimection with the recapitalization. !
"Description of Capital Stock—Registration Righb&low for additional information.

Indemnification of Officers and Directors

Upon completion of this offering, our ameddand restated certificate of incorporation anthy will provide that we will indemnit
each of our directors and officers to the fulledeat permitted by Delaware law.
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Board of Directors

Prior to the closing of this offering, Ndamterprise Associates, Accel Growth Fund L.P. tblkelérs of preferred stock and common s
and the holders of our Series B preferred stockthadights to appoint individual directors. SeediMgement-Board of Directors" above f
more information. These rights terminate upon tlesing of this offering. The respective homineed vémain on our Board following tt
offering, but we are under no contractual obligatio retain them.

Policies and Procedures for Related Party Transaatins

As provided by our audit committee chartan; audit committee is responsible for reviewimgl @pproving any related party transaci
Prior to the creation of our audit committee, auf board of directors reviewed related party tegti®ns.

All of the transactions set forth above evapproved or will be ratified by our board of die@s. We believe that we have executed ¢
the transactions set forth above on terms no ksxréble to us than we could have obtained fronffilinted third parties. It is our intention
ensure that all future transactions between usoanafficers, directors and principal stockholdansl their affiliates are approved by our a
committee on terms no less favorable to us thasetiiozat we could obtain from unaffiliated third tes.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth certain infation with respect to the beneficial ownershippaf common stock at June 2, 2011, ar
adjusted to reflect the sale of Class A commonkstdfered by us in this offering, for

. each person who we know beneficially owns more fhanpercent of our outstanding capital stock;
. each of our directors;

. each of our named executive office

. all of our directors and executive officers as augy; anc

. all selling stockholders.

Unless otherwise noted below, the addréssach beneficial owner listed in the table is Gmupon, Inc., 600 West Chicago Aver
Suite 620, Chicago, Illinois 60654.

We have determined beneficial ownershipdoordance with the rules of the SEC. Except aisated by the footnotes below, we belit
based on the information furnished to us, thatpgéesons and entities named in the table below bale voting and investment power v
respect to all shares of Class A and Class B constank that they beneficially own, subject to apglile community property laws.

Applicable percentage ownership is basefd9$574,301 shares of Class A common stock ar@®9&8 shares of Class B common s
outstanding at June 2, 2011, assuming the recapitiah of all outstanding shares of Series B prefé stock into Class B common stock
all other classes of preferred stock, voting comrsimek and norvoting common stock into Class A common stock. dmputing the numb
of shares of common stock beneficially owned byesspn and the percentage ownership of that pemgerdeemed outstanding share
common stock subject to options held by that pethah are currently exercisable or exercisable iwi80 days of June 2, 2011. We did
deem these shares outstanding, however, for thegoperof computing the percentage ownership of dhgrgperson. Beneficial owners
representing less than one percent is denotedamith."

Shares Beneficially

Shares Beneficially Owned Owned
Prior to Offering After Offering
Class A Class B Shares C:chasnicﬁl C%;Snian
% Total Bein % Total
Common Stock Common Stock \30ting Offere?d Stock Stock \O/Oting

Name of Beneficial Owne _ Shares % Shares %  Power® @n Shares % Shares % Power ()
Officers and Directors
Andrew D. Masorf?®) 2296725 7.7 499,99: 417
Jason E. Chilt — — — —
Margaret H. Georgiadi@) 300,00( *
Kenneth M. Pelletie 1,096,97. & — —
Robert S. Solomof) 1,610,94. 6.8 — —
Brian K. Totty(®) 285,30¢ . - =

Peter J. Barri€® — — — _
Kevin J. Efrusw) — — — —
Bradley A. Keywell®®) 5041584 ¢ 200,00 16.7

Eric P. Lefkofsky(®(16) 64,113,04 21.€ 499,99; 417
Theodore J. Leonsid® 924,38t * — —
Howard Schultz11) 917,18! = — —

All executive officers and
directors as a group

12)

(12 persons$ 109,923,02 36.¢  1,199,98 100.C
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Shares Beneficially

Shares Beneficially Owned Owned
Prior to Offering After Offering
Class A Class B
Class A Class B % Total Shares Common Common % Total
Common Stock Common Stock  Voting Being Stock Stock Voting
Name of Beneficial Owne __Shares % Shares 9%  Power® Offered *”) shares % Shares % Power®
5% Stockholders
Green Media, LLEY16) 6411304 216  499,99) 417
Rugger Ventures LLE®
a6 2041584  6.¢ 200,00 16.7

Entities affiliated with Nev
Enterprise Associates,

Inc.

1954 Greenspring
Drive, Suite 600
Timonium, MD

2109313

43,726,53

Entities affiliated with
Accel Growth Fund L.P
c/o Accel Partners
428 University Avenue

Palo Alto, CA 9430119

16,601,96. 5.€ — —

Entities affiliated with
CityDeal Management

uG (15)

Soarbrticker Str. 20/21
10405 Berlin
Bundesrepublik

Deutschlanc

30,621,28 10.2 — —

Selling Stockholders

@

@

©)

©)

®)
(6)

@)
®)

©)

(10)
(11)

(12

Percentage total voting power represents votinggpowmith respect to all shares of our Class A anas€B common stock, as a single class. Each hof
Class B common stock shall be entitled to  votes per share of Class B common stock and lealder of Class A common stock shall be entitledre vot
per share of Class A common stock on all mattebsnétited to our stockholders for a vote. The ClagAmon stock and Class B common stock vote toget
a single class on all matters submitted to a vbteuo stockholders, except as may otherwise beiredjly law. The Class B common stock is convestidti an
time by the holder into shares of Class A commonlsbn a share-for-share basis.

Includes 21,317,252 shares of our Class A commocksand 499,992 shares of our Class B common dietk by Andrew Mason Trust. Does not incl
91,120 shares of our Class A common stock helddfy\West Partners I, LLC, which represents Mr. Mésgroportionate economic interest in the shaf
Class A common stock held by 600 West Partners 1.

Includes 300,000 shares of our Class A common sgstkable upon the exercise of restricted stoctswaxiercisable within 60 days of June 2, 2011.

Includes 1,610,944 shares of our Class A commarksgsuable upon the exercise of options that aeecesable within 60 days of June 2. Mr. Solomoasesl t
be our President and Chief Operating Officer ond®&22, 2011.

Includes 38,360 shares of our Class A common s&stlable upon the exercise of restricted stoclksuhét are exercisable within 60 days of June 2120

Does not include shares held by entities affiliatéth New Enterprise Associates described in fotri8. Mr. Barris is the Managing General Partrfekew
Enterprise Associates.

Does not include shares held by entities affiliatétth Accel Growth Fund L.P. Mr. Efrusy is the GeslePartner of Accel.

Includes 20,415,848 shares of our Class A commacksind 200,004 shares of our Class B common stettk by Rugger Ventures LLC, an entity ownet
Kimberly Keywell (80%), the wife of Bradley A. Keweand Mr. Keywell's children (20%).

Includes 54,682,108 shares of our Class A commmkstnd 499,992 shares of our Class B common stelckby Green Media, LLC, an entity owned by Eri
Lefkofsky (50%) and his wife, Elizabeth Kramer Lef&ky (50%). Mr. Lefkofsky shares voting and inwesht control with respect to the shares held bye€
Media, LLC. Also includes 9,430,938 shares of olas€ A common stock held by 600 West PartnerslC Lthe manager of which is Blue Media, LLC,
entity owned by Mr. Lefkofsky (50%) and Mrs. Leflsédy (50%).

Includes 300,000 shares of our Class A common sgstlable upon the exercise of options that areceseble within 60 days of June 2, 2011.

Includes 567,269 shares of our Class A common steaked by Maveron Equity Partners IV, L.P., 47,48@res of our Class A common stock held by |
Associates IV, L.P. and 18,360 shares of our Ghasesmmon stock held by Maveron IV EntrepreneursidsWL.P. (together, the "Maveron Funds"). Mr. Stk
is a limited partner of MEP Associates IV, L.P. ams an economic membership interest in, but isanmtanager of, Maveron General Partner IV LLC
general partner of the Maveron Funds. Also inclutg800 shares of our Class A common stock issugime the exercise of options that are exercisatitgn
60 days of June 2, 2011.

Excludes Kenneth M. Pelletier and Rob Solomon, wioe not executive officers on June 2, 2011.
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(13)

(14

(15)

(16)

an

Includes 43,592,478 shares of our Class A commaocksteld by New Enterprise Associates 12, Limitedtiership ("NEA 12"). The shares directly helc
NEA 12 are indirectly held by NEA Partners 12, Lied Partnership ("NEA Partners 12"), the sole ganpartner of NEA 12, NEA 12 GP, LLC ("NE
12 LLC"), the sole general partner of NEA Partngg and each of the individual Managers of NEA 1ZL The individual Managers (collectively,
"Managers") of NEA 12 LLC are M. James Barrett,dPel. Barris, Forest Baskett, Ryan D. Drant, PatdcKerins, Krishna "Kittu" Kolluri, C. Richar
Kramlich, Charles W. Newhall Ill, Mark W. Perry aigtott D. Sandell. NEA Partners 12, NEA 12 LLC &hel Managers share voting and dispositive p
over the shares directly held by NEA 12. Also inigls 134,058 shares of our Class A common stockbyeMEA Ventures 2008, L.P. ("Ven 2008"). The sk
directly held by Ven 2008 are indirectly held byr&a P. Welsh, the general partner of Ven 2008, hdids voting and dispositive power over the shaiesctly
held by Ven 2008. All indirect holders of the abaeéerenced shares disclaim beneficial ownershipllodpplicable shares except to the extent ofr theiua
pecuniary interest therein.

Includes 15,809,826 shares of our Class A commackdteld by Accel Growth Fund L.P., 210,648 sharfesur Class A common stock held by Accel Grc
Fund Investors 2009 LLC, 308,616 shares of oursCAasommon stock held by Accel Growth Fund StratdRartners LP, 24,122 shares of our Class A cor
stock held by Accel Investors 2007 LLC, 224,820rebaf our Class A common stock held by Accel IR.Land 23,932 shares of our Class A common
held by Accel IX Strategic Partners L.P.

Includes 2,771,582 shares of our Class A commocksheld by CityDeal Management UG, 9,719,646 shafesur Class A common stock held by G
Holding UG and 18,130,052 shares of our Class Amomstock held by CD-Rocket Holding UG.

In connection with the CityDeal acquisition, Rockkglding and CityDeal Management entered into aedialders agreement with our founders. Pursuatite
shareholders agreement, the shares of our Classninon stock owned by Rocket Holding, CityDeal Masragnt and their affiliates must be voted in thee
manner as the majority-iimterest of the shares of Class A common stock bgldur founders in connection with certain mateansactions, including t
initial public offering of our Class A common stodke authorization, designation or issuance of mew class or series of our capital stock or a riad
acquisition or asset transfer. In connection whih shareholders agreement, Rocket Holding, CityDalagement and their affiliates have granted ounders
president and secretary proxy authority to votér tieares in connection with such material trarisastfor five years following the closing of thiffering.

If the underwriters' oveallotment option is exercised in full, obthdditional shares will be allocated to the Corypamd the balance of the additional sh
sold will be allocated among the selling stockhaddes follows

Shares
Subject to the
Over-allotment

Selling Stockholder: Option

If the underwriters' over-allotment option is edsed in part, the additional shares sold wouldllmeated pro rata based upon the share amountsriein the preceding table.
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DESCRIPTION OF CAPITAL STOCK
General

The following is a summary of our capittdck and provisions of our amended and restatetificate of incorporation, amended ¢
restated bylaws and recapitalization agreemengaab will be in effect upon the closing of thisesffig, and certain provisions of Delaw
law. This summary does not purport to be completkia qualified in its entirety by the provisionsaur amended and restated certificat
incorporation and amended and restated bylawsesagiwhich have been or will be filed with the SECexhibits to the registration staten
of which this prospectus is a part. Referencegimgection to the "Company,” "we," "us" and "otefer to Groupon, Inc. and not to any o
subsidiaries.

Upon the closing of this offering, the tadaount of our authorized capital stock will catspf shares of Class A common si
$0.0001 par value, shares of ClassmBroon stock, $0.0001 par value, and shafpreferred stock.

Recapitalization

Prior to the completion of this offeringewntend to recapitalize all outstanding shareouwf capital stock (other than our Serie
preferred stock) into newly issued shares of Chasemmon stock. Each share of Series D prefermetksSeries E preferred stock and Seri
preferred stock will be converted into newly issgédres of Class A common stock on approximatsiyx-for-one basis; each share of Seri¢
preferred stock will be converted into newly issugthres of Class A common stock on a two-for-orsishand each share of neating
common stock and common stock will be converted irgwly issued shares of Class A common stock ameafor-one basis. In addition, pri
to the completion of this offering, we intend teapitalize all outstanding shares of our Seriesdgored stock into newly issued shares ot
Class B common stock on an approximately sixefoe-basis. The purpose of the recapitalization exthange all of our outstanding share
our capital stock (other than our Series B pretksteck) into shares of the Class A common stoakhll be sold in this offering. In additic
each outstanding option will be converted into ptian to receive one share of Class A common stpa the applicable exercise date.

Class A and Class B Common Stock

Voting Rights. Holders of our Class A and Class B common staole identical rights, except that holders of Glass A common sto
are entitled to one vote per share and holderaipiGtass B common stock are entitled to votes per share. Holders of shar
Class A common stock and Class B common stock waite together as a single class on all matterdu@ig the election of directol
submitted to a vote of stockholders, unless ottswequired by law. We have not provided for cutingavoting for the election of directors
our certificate of incorporation.

Dividends. Subject to preferences that may apply to amyeshof preferred stock outstanding at the time hiblders of Class A comm
stock and Class B common stock shall be entitlezhtre equally in any dividends that our boardifaors may determine to issue from t
to time. In the event a dividend is paid in thenioof shares of common stock or rights to acquirgresh of common stock, the holder:
Class A common stock shall receive Class A comntocks or rights to acquire Class A common stockih@scase may be, and the holde
Class B common stock shall receive Class B comnmrksor rights to acquire Class B common stockhascase may be.

Liquidation Rights. Upon our liquidation, dissolution or windingp, the holders of Class A common stock and ClassBmon stoc
shall be entitled to share equally all assets reimgiafter the payment of any liabilities and tiguidation preferences on any outstan
preferred stock.

Conversion. Our Class A common stock is not convertible iaty other shares of our capital stock.
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Each share of Class B common stock is atille at any time at the option of the holder imioe share of Class A common stock
addition, each share of Class B common stock sbalert automatically into one share of Class A emn stock upon any transfer, whethe
not for value, except for certain transfers desatim our certificate of incorporation, includirftetfollowing:

. transfers between holders of Class B common stul;

. transfers for tax and estate planning purposefjdimg to trusts, corporations and partnershipgrotied by a holder of Class
common stock.

Once transferred and converted into Clag®imon stock, the Class B common stock shall eratelissued. No class of common s
may be subdivided or combined unless the othes @désommon stock concurrently is subdivided or bored in the same proportion anc
the same manner.

Preferred Stock

Upon the closing of this offering, eachstahding share of our Series D preferred stockeS&r preferred stock and Series F prefe
stock will be converted into approximately six sfgmpf Class A common stock and each outstanding sifaour Series G preferred stock
be converted into two shares of Class A commonrkstacaddition, upon the closing of this offerirggch share of our Series B preferred ¢
will be converted into six shares of our Class Bhowon stock.

Following the closing of this offering, oboard of directors will have the authority, with@pproval by the stockholders, to issue up
total of shares of preferstolck in one or more series. Our board of direcioay establish the number of shares to be inclin
each such series and may fix the designationsemetes, powers and other rights of the sharessefies of preferred stock. Our board c
authorize the issuance of preferred stock withngptir conversion rights that could dilute the vgtpower or rights of the holders of comn
stock. The issuance of preferred stock, while mhioyg flexibility in connection with possible acqitisns and other corporate purposes, ct
among other things, have the effect of delayindemimg or preventing a change in control of Grouamd might harm the market price of
common stock. We have no current plans to issueshases of preferred stock.

Registration Rights

Pursuant to the terms of the investor Egljreement between us and certain holders oftoak,sincluding certain of our directo
officers and holders of 5% or greater of our outdag capital stock are entitled to demand andylggk registration rights. The stockholc
who are party to the investor rights agreement olld an aggregate of approximately refaor approximately % of our Clas
common stock, and shares, or 100% ofatass B common stock, outstanding upon compleatfahis offering (assuming no exercise
the underwriters' ovealotment option). The registration rights descditielow will expire five years after the effectidate of the registratic
statement of which this prospectus forms a part.

Demand Registration Rights. At any time beginning 180 days after the effectdate of the registration statement of whicte
prospectus forms a part, the holders of a majofithe shares of Class A common stock issued upamersion of our Series G preferred s
may, on not more than two occasions, request tleategister all or a portion of their shares. Suefuest for registration must cover -
number of shares with an aggregate offering piacthé public of at least $50 million. We will noé bequired to effect a demand registre
during the period beginning on the date of thedjlof the registration statement of which this pextus forms a part and ending on the
180 days after the effective date of the regisiraitatement. Depending on certain conditions, \vag defer a demand registration for uj
90 days.

Piggyback Registration Rights.In connection with this offering, the holdeifsregistrable securities are entitled to includeitishares «
registrable securities in this offering. In the evhat we propose to
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register any of our securities under the Securifies either for our account or for the accountoofr other security holders, the holder:
registrable shares will be entitled to certain gyigack” registration rights allowing the holderitolude their shares in such registration, su
to certain marketing and other limitations. As aute whenever we propose to file a registratiodarmthe Securities Act, other than v
respect to a registration statement on Form S-Boom S8, the holders of these shares are entitled te@@atf the registration and have
right, subject to limitations that the underwritenay impose on the number of shares included irrg@bistration, to include their shares in
registration.

Form S-3 Registration Rights.Any holder of registrable securities may makeguest that we register their shares on FodrifSve art
qualified to file a registration statement on F@r and if the aggregate price to the public is edqoar would exceed $25 million. We wo
not be required to effect more than two registregion Form S-3 within any 12-month period.

Elimination of Liability in Certain Circumstances

Our amended and restated certificate obripmration eliminates the liability of our direcsoto us or our stockholders for mone
damages resulting from breaches of their fiducduties as directors. Directors will remain liabte breaches of their duty of loyalty to us
our stockholders, as well as for acts or omissiooisin good faith or that involve intentional mischuct or a knowing violation of law, a
transactions from which a director derives impropersonal benefit. Our amended and restated catéfiof incorporation will not absol
directors of liability for payment of dividends stock purchases or redemptions by us in violatio8extion 174 (or any successor provisio
the Delaware General Corporation Law).

The effect of this provision is to elimirathe personal liability of directors for monetalgmages for actions involving a breach of 1
fiduciary duty of care, including any such actiomgolving gross negligence. We do not believe tha provision eliminates the liability of ¢
directors to us or our stockholders for monetampages under the federal securities laws. Our anteade restated certificate of incorpora
and our amended and restated bylaws provide indation for the benefit of our directors and offis to the fullest extent permitted by
Delaware General Corporation Law as it may be amérfdom time to time, including most circumstancesler which indemnificatic
otherwise would be discretionary.

Anti- Takeover Effects of Delaware Law, Our Amended and Bstated Certificate of Incorporation and Our Amendal and Restate:
Bylaws

Dual Class Structure. Our Class B common stock has votespare, while our Class A common stock, which édlass of stoc
we are selling in this offering and which will bleetonly class of common stock whichpsblicly traded, has one vote per share. Afte
offering, % of our Class B common stock vi# controlled by our founders, representing % of the voting power of our outstand

capital stock. As a result, our founders will cong to be able to control all matters submitte@uo stockholders for approval even if tl
come to owns significantly less than 50% of theretaf our outstanding common stock. This concedraontrol could discourage oth
from initiating any potential merger, takeover ther change of control transaction that other stotders may view as beneficial.

Number of Directors; Removal; VacanciesOur amended and restated bylaws provide thashe#l have nine directors, or such o
number set by the board of directors. Vacancieghenboard of directors may be filled only by thdirafative vote of a majority of tt
remaining directors then in office. Our amended @astated bylaws provide that, subject to the sgtftholders of any future series of prefe
stock, directors may be removed, with or withoutssg at meetings of stockholders by the affirmatiote of the holders of a majority of -
outstanding shares entitled to vote generally énelection of directors.
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Special Meetings of Stockholders; Limitasiocon Stockholder Action by Written ConsentOur amended and restated certificat
incorporation provides that special meetings of siockholders may be called only by our Executivei@nan of the Board, our Ch
Executive Officer, our board of directors or hoklef not less than a majority of our issued andtanding voting stock. Any action requirec
permitted to be taken by our stockholders mustffeeted at an annual or special meeting of stoakdrsl and may not be effected by wri
consent unless the action to be effected and tiagteof such action by written consent have beepraged in advance by our board
directors.

Amendments; Vote RequirementsCertain provisions of our amended and restegetificate of incorporation and amended and reg
bylaws provide that the affirmative vote of a m#joof the shares entitled to vote on any mattereguired for stockholders to amend
amended and restated certificate of incorporativrmmended and restated bylaws, including thoseigioms relating to action by writt
consent and the ability of stockholders to callciglemeetings.

Authorized but Unissued Shares; Undesigh&®eferred Stock. The authorized but unissued shares of our Glamsd Class B commu
stock will be available for future issuance withatiockholder approval. These additional shares beaytilized for a variety of corpor:
purposes, including future public offerings to eagdditional capital, corporate acquisitions angbleyree benefit plans. In addition, our bc
of directors may authorize, without stockholder mppl, undesignated preferred stock with votinghtsgor other rights or preferences
could impede the success of any attempt to acgsir&he existence of authorized but unissued sludirgsmmon stock or preferred stock cc
render it more difficult or discourage an attengpbbtain control of us by means of a proxy contesicler offer, merger or otherwise.

Advance Notice Requirements for StockhdRteposals and Nomination of Directors. Our amended and restated bylaws provide
stockholders seeking to bring business before anamimeeting of stockholders, or to nominate irdlingls for election as directors at an an
meeting of stockholders, must provide timely nofitevriting. To be timely, a stockholder's noticeishbe delivered to or mailed and rece
at our principal executive offices not less thard&@s nor more than 90 days prior to the annivgrdate of the immediately preceding ani
meeting of stockholders. However, in the event that annual meeting is called for a date that iswithin 30 days before or after st
anniversary date, such notice will be timely orflyeiceived not later than the close of businesshententh day following the date on wr
notice of the date of the annual meeting was maitestockholders or made public, whichever firstuwrs. Our amended and restated by
also specify requirements as to the form and camtiea stockholder's notice.

Transfer Agent and Registrar

Upon the closing of this offering, the tséar agent and registrar for our Class A commoaokstall be . The transfereag:
address is , andeteggthone number is .

Stock Exchange Listing
We expect to apply to list our Class A coomstock listed on the unither symbol "GRPN."
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MATERIAL UNITED STATES FEDERAL TAX CONSIDERATIONS

The following discussion describes matdded. federal income tax consequences associatbdiva purchase, ownership and dispos
of our Class A common stock, as of the date of pnesspectus. It is assumed in this discussionytbathold shares of our Class A comr
stock as capital assets within the meaning of 8edt21 of the Code. Furthermore, the discussidombés based upon the provisions of
Code, its legislative history, the final, temporaagd proposed U.S. Treasury regulations promulg#iteceunder, or the Regulations,
administrative and judicial interpretations thereall as of the date of this prospectus, and alivbfch are subject to change or differ
interpretation, possibly with retroactive effeat, as to result in different U.S. federal income ¢arsequences than those discussed hereir
discussion does not address any state, local, tn®. tax consequences, nor does this discussioressldny U.S. federal tax conseque
other than U.S. federal income tax consequences.

This discussion is not a comprehensiveudision of all of the U.S. federal income tax coesitions applicable to us or that may
relevant to a particular holder of our Class A camnnstock in view of such holder's particular ciraiamces and, except to the extent pro\
below, this discussion does not apply to holderswf Class A common stock subject to special treatnunder the U.S. federal income
laws, such as banks or other financial institutjashsalers in securities or currencies, ésempt organizations, retirement plans, indivi
retirement accounts, tax-deferred accounts, ceftamer U.S. citizens or longerm residents of the U.S., corporations that acdate earning
to avoid U.S. federal income tax, regulated investhcompanies, real estate investment trusts, dnsar companies, mutual funds, per:
holding shares as part of a hedge or a positi@nimtegrated or conversion transaction, risk rédndransaction, constructive sale transac
or a straddle, traders in securities that eleais®e a mark-tonarket method of accounting for their securitietdimgs, brokers or dealers
securities or currencies, charitable remainder tmts, common trust funds, passive foreign inwestt companies, or controlled fore
corporations. As a general discussion, this summaeg not address all U.S. federal income tax denafions, including, but not limited to,
Medicare contribution tax and the alternative mimimtax and the application of such tax considenatim a holder of our Class A comn
stock.

The following discussion also does not addrentities that are taxed as grantor trusts usalgpart E of subchapter J of the Ci
disregarded entities for U.S. federal income tarppses, partnerships or similar entities classifisdflowthrough entities for U.S. fede
income tax purposes. If a grantor trust, disreghrelatity, partnership or other flotrough entity holds our Class A common stock, tdx
treatment of such grantor trust, disregarded erpiytnership (or other flowhrough entity) and its partners (or beneficial eva) will depen
on the status of the partner (or beneficial owaed the activities of the entity. Partnershipsngratrusts, disregarded entities, (and other flow-
through entities) and their partners (or beneficainers) should consult with their own tax advistosdetermine the tax consequence
acquiring, owning or disposing of our Class A conmnstock.

There can be no assurance that the Int&eaénue Service, or the IRS, will not take a amtiposition to the discussion of the L
federal income tax consequences discussed hereirabsuch position will not be sustained by a toNp ruling from the IRS or opinion
counsel has been obtained with respect to the feéderal income tax consequences of acquiring, ogyron disposing of our Class A comn
stock.

Persons considering the purchase, ownership, andsgiosition of our Class A common stock should conguheir own tax advisors
to determine the U.S. federal, state, local and ned.S. income tax, tax treaties or other tax (such asstate and gift tax laws
consequences of acquiring, owning or disposing o@lass A common stock in light of their particular stuations.

124




Table of Contents
U.S. Holder
A "U.S. Holder" of our Class A common stoukans a holder that is for U.S. federal incomeptaposes:

. an individual citizen or resident of the U.S. indig an alien individual who is a lawful, permanesgident of the U.S. or w
meets the "substantial presence" test under Settioh(b) of the Code;

. a corporation, or other entity taxable as a conpammafor U.S. federal income tax purposes, that wasited or organized in
under the laws of the U.S., any state thereof @itstrict of Columbia;

. an estate whose income is subject to U.S. fedecahie taxation regardless of its soul

. a trust (i) if it is subject to the supervisiona€ourt within the U.S. and one or more U.S. pessd@ave the authority to control
substantial decisions of the trust or (ii) that laagalid election in effect under applicable Regals to be treated as a L
person; or

. an entity that is disregarded as separate fromwtser if all of its interests are owned by a singl&. Holder, as defined aboy

Under the "substantial presence"” test refeto above, an individual may, subject to certaineptions, be deemed to be a resident «
U.S. by reason of being present in the U.S. féeadt 31 days in the calendar year and for an ggtgef at least 183 days during the thyeer
period ending on the last day of the current caengar (counting for such purposes all of the gagsent in the current year, otiérd of the
days present in the immediately preceding yearamedsixth of the days present in the second pragediar).

Distributions on Class A Common Stock to U.S. Holde

In general, any distribution we make to.&\Holder with respect to its shares of our ClRRg®mmon stock that constitutes a dividenc
U.S. federal income tax purposes will be taxablerupeceipt as ordinary income, although possiblyedticed rates, as discussed belo
distribution will constitute a dividend for U.S.deral income tax purposes to the extent made oatioturrent or accumulated earnings
profits as determined for U.S. federal income taxppses. Any distribution not constituting a dividewill be treated first as reducing
adjusted basis in the U.S. Holder's shares of dasCA common stock (as applicable) and, to thergxuch distribution exceeds such b
will be treated as capital gain from the sale arhenge of such stock.

Dividends received by corporate U.S. Haddeill be eligible for the dividendeeceived deduction, subject to certain restrictiamsuding
restrictions relating to the corporate U.S. Hokleéaxable income, holding period and debt financldgder current law, dividends paid
individual U.S. Holders in taxable years beginnbejore January 1, 2013 will qualify for taxationspecial rates if certain holding period
other applicable requirements are met. As of the dathis prospectus, such special rates willangér be available, and ordinary income
rates will apply, to dividends paid in tax yearginaing after December 31, 2012.

A dividend that exceeds certain threshdatdeelation to a U.S. Holder's tax basis in ourgsla common stock (as applicable) coul
characterized as an "extraordinary dividend," aindd under the Code. Generally, a corporate U.8dét that receives an extraordin
dividend is required to reduce its stock basisHgygortion of such dividend that is not taxed bseaaf the dividendseceived deduction. If tl
amount of the reduction exceeds such corporate HoRler's tax basis in our Class A common stockaf@slicable), the excess is treate
taxable gain. If you are a naworporate U.S. Holder and you receive an extraargiimividend in taxable years beginning before daynd
2013, you will be required to treat any losseshtandale of our Class A common stock as long-tempitaldosses to the extent of the
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extraordinary dividends you receive that qualify hee special tax rate on certain dividends desdribove.
U.S. Holder's Sale or Exchange of Class A Common @&tk

Upon the sale or other disposition of olssS A common stock, you will generally recognizgital gain or loss equal to the differe
between the amount realized and your adjusteddais lin such stock. Such capital gain or loss gélierally be longerm capital gain or loss
your holding period in respect of the stock is mtran one year. Under current law, net l-term capital gains, recognized in tax yi
beginning prior to January 1, 2013 by U.S. Holdet® are individuals, are eligible for reduced ratéstaxation. As of the date of tl
prospectus, such reduced rates will increase fioencurrent rates for net loigem capital gains recognized in tax years begmprafte
December 31, 2012. The deductibility of capitablesis subject to limitations.

Information Reporting and Backup Withholding Consequences to U.S. Holder

U.S. backup withholding (currently at aeraf 28%, but as of the date of this prospectusedaled to increase to 31% for payments r
after December 31, 2012) is imposed on certain gaysnto persons that fail to furnish the informatrequired under the U.S. informat
reporting requirements. Dividends on our Class memn stock paid to a U.S. Holder will generally édeempt from backup withholdir
provided the U.S. Holder meets applicable certificarequirements, including providing a U.S. tay@aidentification number, or otherw
establishes an exemption. We must report annuallyé IRS and to each U.S. Holder, the amount wildhds paid to that holder and
proceeds from the sale, exchange or other dispogiti our Class A common stock, unless a U.S. Hdaklan exempt recipient.

Backup withholding does not represent aditamhal tax. Any amounts withheld from a paymeata U.S. Holder under the bacl
withholding rules will be allowed as a credit agdithe U.S. Holder's U.S. federal income tax lighbiind may entitle the holder to a refu
provided that the required information or returrs tmely furnished by the holder to the IRS.

Non-U.S. Holder

As used in this discussion, "NonS. Holder" means a beneficial owner of our CRssommon stock, other than a partners
disregarded entity (or an entity or arrangemenrdsifeed as either a partnership or a disregardétydar U.S. federal income tax purposes
non-U.S. simple trust or a grantor trust under sub of subchapter J of the Code, which is not& Holder.

Distributions on Class A Common Stock to Non-U.S. blder

Distributions on our Class A common stog&id to a Nond.S. Holder, will generally constitute dividends fd.S. federal income ti
purposes to the extent such distributions are fraid our current or accumulated earnings and fwoéis determined under U.S. federal inc
tax principles. If a distribution exceeds our catrand accumulated earnings and profits, the exe@kbe treated as a tafxee return of th
Non-U.S. Holder's investment to the extent of the NbB- Holder's adjusted tax basis in our Class Arnomstock. Any remaining excess \
be treated as capital gain from a sale or dispositif such stock. A NokkS. Holder's adjusted tax basis is generally tirelmse price of o
Class A common stock, reduced by the amount oftaryree return of capital. See "U.S. Holder's Saleerchange of Class A Comm
Stock" for additional information.

Dividends paid to a Ndd-S. Holder generally will be subject to withholdinf U.S. federal income tax at a 30% rate or daaler rate a
may be specified by an applicable income tax treatiNon-U.S. Holder of our Class A common stock who wisteeslaim the benefit of ¢
applicable income tax treaty rate for dividendd W@ required to (a) complete IRS Form8BEN (or appropriate substitute form) and cer
under penalty of perjury, that such holder is nbt 8. person (or, in the case of a Non-U.S.
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Holder that is an estate or trust, such forms fyéntj the status of each beneficiary of the estaiterust as not a U.S. person, as so defined
is eligible for the benefits allowed by such treatigh respect to dividends or (b) hold our Class@nmon stock through certain n@hS
intermediaries and satisfy the certification reqmients for treaty benefits of applicable Regulaidpecial certification requirements appl
certain Non-U.S. Holders that act as intermediaf@sswell as to certain non-U.S. partnerships #eatas intermediaries). A Ndu-S. Holde
eligible for a reduced rate of U.S. withholding taxrsuant to an income tax treaty may obtain ancfof any excess amounts withhelc
timely filing an appropriate claim for refund withe IRS.

This U.S. withholding tax generally will happly to dividends that are (a) effectively cotteel with the conduct of a trade or busines
the NonU.S. Holder within the U.S., and, (b) in cases tmichk certain income tax treaties apply, attribugatol a U.S. permanent establishn
or fixed base of the NobkS. Holder (collectively "effectively connectedvidiends"). Effectively connected dividends are suobjto U.S
federal income tax generally in the same manneif 82 NonU.S. Holder was a U.S. person, as defined underCibge. Certain IR
certification and disclosure requirements, inclgdatelivery of a properly executed IRS Form8KECI, must be complied with in order
effectively connected dividends to be exempt froithkolding. Any such effectively connected dividsnéceived by a NobkS. Holder that
a nony.S. corporation may, under certain circumstaniessubject to an additional "branch profits taxa &0% rate or such lower rate as
be specified by an applicable income tax treaty.

The certification requirements describedv@may require a non-U.S. Holder that providedR® W-8 form (or appropriate substiti
form), or that claims the benefit of an income tt@aty, to also provide its U.S. taxpayer idenéifion number.

Any applicable IRS Form \§-(or appropriate substitute form) provided mustréeeived by us (as the withholding agent) befhe
payment of a dividend occurs and the beneficial emwmust inform us (as the withholding agent) of ahginge in the information as provit
on such IRS Form V8- (or appropriate substitute form) within 30 dayssoch change and may be required to provide amateddproperl
executed IRS Form W-8 (or appropriate substitutenjaipon its expiration.

Non-U.S. Holder's Sale or Exchange of Class A Commdtock

A NonU.S. Holder generally will not be subject to U.8déral income tax (or any withholding thereof) wiséispect to gain recognized
a sale or other disposition of our Class A commoolsunless:

. the gain is effectively connected with a trade osibess of the N«-U.S. Holder in the U.S. and, in cases in whichaiertay
treaties apply, is attributable to a U.S. permamstablishment or fixed base of the Ndr&. Holder (collectively, "effective
connected gain");

. the Nor-U.S. Holder is a nonresident alien individual weresent in the U.S. for 183 or more days durirggtaxable year
disposition and meets certain other requirememts; o

. we are or have been a "U.S. real property holdorgaration” within the meaning of Section 897(c)¢2the Code, also referr
to as a USRPHC, for U.S. federal income tax purp@deany time within the fivgear period preceding the disposition (0
shorter, the Non-U.S. Holder's holding period far €lass A common stock).

Effectively connected gain is subject t&&Ufederal income tax on a net income basis gdparathe same manner as if the NonS
Holder were a U.S. person, as defined under theeCay such effectively connected gain from thes sal disposition of our Class A comn
stock received by a Non-U.S. Holder that is a bo8- corporation may, under certain circumstanbessubject to an additional "branch prc
tax" at a 30% rate or such lower rate as may beifspe: by an applicable income tax treaty.
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An individual nonresident alien NahS. Holder who is present in the U.S. for 183 arendays during the taxable year of dispos
generally will be subject to a 30% tax imposed loa gain derived from the sale or disposition of Glass A common stock, which may
offset by U.S. source capital losses realized énsdlime taxable year.

We believe that we currently are not a UBRPand we do not anticipate becoming a USRPHOUJ&. federal income tax purpos
However, no assurances can be provided in thigdega

Information Reporting and Backup Withholding Consequences to Non-U.S. Holder

We must report annually to the IRS anddoheNonU.S. Holder the amount of dividends paid to sucliéoand the tax withheld wi
respect to such dividends, regardless of wheth#étheiding was required. Copies of the informati@turns reporting such dividends
withholding may also be made available to the tatherities in the country in which the NahS. Holder resides under the provisions ¢
applicable income tax treaty.

The U.S. imposes a backup withholding texdividends and certain other types of paymentd.& persons, as defined under the C
(currently at a rate of 28%, but as of the datéhif prospectus, scheduled to increase to 31%dpmpnts made after December 31, 201
the gross amount. Dividends paid to a Non-U.S. Eloldill not be subject to backup withholding if per certification of norJ.S. statu
(usually on an IRS Form VBEN) is provided, and the payor does not haveahétoowledge or reason to know that the benefvaher is
U.S. person, as defined under the Code.

The payment of the proceeds from the dispasof our Class A common stock to or through thé&. office of any broker (U.S. or non-
U.S.) will be subject to information reporting apadssible backup withholding unless the Non-U.S ddokertifies as to such holder's ndrs
status under penalties of perjury or otherwisebdistees an exemption and the broker does not hetualeknowledge or reason to know that
Non-U.S. Holder is a U.S. person, as defined undeCibe, or that the conditions of another exemptienret, in fact, satisfied. The paym
of proceeds from the disposition of our Class A nwn stock to or through a non-U.S. office of a nh®-. broker will not be subject
information reporting or backup withholding unléke nonU.S. broker has certain types of relationships withU.S. (a "U.S. related financ
intermediary"). In the case of the payment of peatsefrom the disposition of our Class A common lstimcor through a not).S. office of i
broker that is either a U.S. person (as defineceutide Code) or a U.S. related financial intermsdithe U.S. Treasury regulations req
information reporting (but not backup withholding) the payment unless the broker has documentadere in its files that the benefic
owner is a Non-U.S. person, as defined under trle@nd the broker has no knowledge to the contrary.

Any amounts withheld under the backup walding rules may be allowed as a refund or a cragéinst such Nok-S. Holder's U.¢
federal income tax liability, provided the requiiefbrmation is timely furnished to the IRS.

Recently Enacted Withholding and Information Reporting Legislation Applicable to U.S. and Non-U.S. Hadlers

Newly enacted legislation may impose witlkdh taxes on certain types of payments madedeelgn financial institutions,” as defir
under the Code, and certain other nd$- entities after December 31, 2012. The leg@siatnposes a 30% withholding tax on dividends ar
gross proceeds from the sale or other dispositipaus Class A common stock paid to a foreign ficiahinstitution, unless the foreign financ
institution enters into an agreement with the U®asury to, among other things, undertake to ifleatcounts held by certain U.S. person:
defined under the Code (including certain equitg debt holders of such institutions), or UdBvned foreign entities, annually report cer
information about such accounts, and withhold 30%payments to account holders whose actions preavdmam complying with thes
reporting and other requirements. Foreign finanaigtitutions for
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this purpose include nod:S. entities that are financial institutions, malttunds (or their foreign equivalent), funds ohéis (and other simil
investments), exchangeaded funds, hedge funds, private equity and ventapital funds, other managed funds, commoditigp@nd othe
investment vehicles. In addition, the legislatiolpbses a 30% withholding tax on the same typespignts made to a "ndmancial foreigt
entity," as defined under the Code, unless thayeadirtifies that it does not have any "substaritiz®. owners" (which generally includes
U.S. person that directly or indirectly owns mdnart 10%, by vote or by value) or furnishes ideimiyinformation regarding each substar
U.S. owner. Additionally, in taxable years begirgafter March 18, 2010, certain U.S. Holders, whiold our Class A common stock throt
certain foreign financial institutions or foreigncunts maintained by such foreign financial ingitins, may be required to file an informa
report (along with their tax returns) with respextsuch assets, to the extent the U.S. Holder dgpecified foreign financial assets” with
aggregate value in excess of $50,000 in the reteeaable year. "Specified foreign financial asséislude any financial accounts maintai
by foreign financial institutions, including, bubnlimited to, any custodial account maintained duch financial institution. Prospect
investors should consult their own tax advisorsrding this legislation.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been nblig market for shares of our Class A common stétkure sales of substantial amounts of sl
of our Class A common stock, including shares idsugon the exercise of outstanding options, inpihlelic market after this offering, or 1
possibility of these sales occurring, could advgraéfect the prevailing market price for our Classommon stock from time to time or img
our ability to raise equity capital in the future.

Based on the number of shares outstandirgf a , 2011, upon the completidrthis offering, shares of commonck
will be outstanding, assuming no exercise of théeuwriters' overallotment option and no exercis@wfstanding options or warrants. Of
outstanding shares, shaodd in this offering will be freely tradable, exdehat any shares acquired by our affiliates,has
term is defined in Rule 144 under the Securitie #cthis offering may only be sold in complianeéh the limitations described below.

The remaining shares of Classofamon stock outstanding after this offering will testricted as a result of securities laws
investor rights agreement or lock-up agreementieasribed below. Following the expiration of thelaip period, all shares will be eligible
resale in compliance with Rule 144 or Rule 701h®e éxtent such shares have been released fromepnychase option that we may h
"Restricted securities" as defined under Rule 1é4dewissued and sold by us in reliance on exempfions the registration requirements of
Securities Act. These shares may be sold in thécpotarket only if registered or pursuant to anrapéon from registration, such as Rule
or Rule 701 under the Securities Act.

Lock-Up Agreements

Pursuant to the terms of an investor rigigieement between us and certain holders of ook,sincluding certain of our directors, offic
and holders of 5% or greater of our outstandingtabgtock, such holders have agreed that theyneil] during the period ending 180 days :
the date of this prospectus, sell, transfer, make short sale of, grant any option for the purcha§eor enter into any hedging or sim
transaction with the same economic event as aa&ajeshares of our common stock or other secunfigse Company, provided, that all of
directors, officers and holders of 1% of our votsegurities are bound by and have entered intdasimgreements. This agreement is subje
certain exceptions, and is also subject to exten&o up to an additional 18 days, as we and thdeowriters may reasonably request.
stockholders who are party to the investor riglgieeament will hold an aggregate of approximately  shares, or approximately 9
our Class A common stock, and shared4 006 of our Class B common stock, outstanding ugmmpletion of this offering (assumi
no exercise of the underwriters' over-allotmentapt

In connection with this offering, officerdirectors, employees and stockholders, who togdibll substantially all of our outstand
stock and stock options, have agreed, subjeciritelil exceptions, not to directly or indirectlyls@l dispose of any shares of our common ¢
or any securities convertible into or exchangealblexercisable for shares of our common stock fpewod of 180 days after the date of
prospectus (or such earlier date or dates as adgretdeen us and Morgan Stanley & Co. LLC), and pecffic circumstances, up to
additional 34 days, without the prior written consef Morgan Stanley & Co. LLC on behalf of the emndriters. For additional informatic
see "Underwriting."

Rule 144

In general, under Rule 144 as currentlgffact, once we have been subject to public compapgrting requirements for at least 90 da
person who is not deemed to have been one of &iliatak for purposes of the Securities Act at éinye during 90 days preceding a sale
who has beneficially owned the shares proposea ol for at least six months, including the haddperiod of any prior owner other than
affiliates, is entitled to sell such shares withootnplying with the manner of sale,
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volume limitation or notice provisions of Rule 144ibject to compliance with the public informatm@guirements of Rule 144. If such a pe!
has beneficially owned the shares proposed to likfep at least one year, including the holdingipgrof any prior owner other than «
affiliates, then such person is entitled to setlrsshares without complying with any of the reguoieaits of Rule 144.

In general, under Rule 144, as currentlgffiect, our affiliates or persons selling sharesehalf of our affiliates are entitled to sell n
expiration of the lock-up agreements described apawithin any threenonth period beginning 90 days after the date & phospectus,
number of shares that does not exceed the grefater o

. 1% of the number of shares of common stock thestandling, which will equal approximately  shares immediately af
this offering; or

. the average weekly trading volume of the commorckstduring the four calendar weeks preceding thadfilf a notice o
Form 144 with respect to such sale.

Sales under Rule 144 by our affiliates erspns selling shares on behalf of our affiliates @so subject to certain manner of
provisions and notice requirements and to the aliitly of current public information about us.

Rule 701

Rule 701 generally allows a stockholder vplwochased shares of our common stock pursuantadtt@n compensatory plan or conti
and who is not deemed to have been an affiliatuofcompany during the immediately preceding 90sdaysell these shares in reliance t
Rule 144, but without being required to comply wiie public information, holding period, volume Itation, or notice provisions of Rule 1.
Rule 701 also permits affiliates of our companys#il their Rule 701 shares under Rule 144 witharmlying with the holding peric
requirements of Rule 144. All holders of Rule 7®ihres, however, are required to wait until 90 dafgsr the date of this prospectus be
selling such shares pursuant to Rule 701.

Registration Rights

Upon completion of this offering, the halslef shares of our Class A common stouk shares of our Class B common
or their transferees will be entitled to varioughtis with respect to the registration of theseeshander the Securities Act. Registration of t
shares under the Securities Act would result irsehghares becoming fully tradable without restictinder the Securities Act immedia
upon the effectiveness of the registration, exéepshares purchased by affiliates. See "DescriptioCapital Stock—-Registration Rights" fc
additional information. Shares covered by a regi&in statement will be eligible for sales in theblic market upon the expiration or rele
from the terms of the investor rights agreemenherock-up agreement, as applicable.

Registration Statements

We intend to file a registration statememt~orm S8 under the Securities Act following this offerit@register all of the shares of Clas
common stock issued or reserved for issuance umge2008 Stock Option Plan and our 2010 Stock RMéa.expect to file this registrati
statement as soon as practicable after this offetares covered by this registration statemelhtoeieligible for sale in the public mark
upon the expiration or release from the terms efitick-up agreements, and subject to vesting di shares.
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UNDERWRITING

Under the terms and subject to the conutio an underwriting agreement dated the dateisforospectus, the underwriters named be
for whom Morgan Stanley & Co. LLC, Goldman, Sach€& and Credit Suisse Securities (USA) LLC aréngchs representatives, h
severally agreed to purchase, and we and the gsliagtkholders have agreed to sell to them, sdygeté number of shares indicated below:

Number of
Name Shares

Morgan Stanley & Co. LL(
Goldman, Sachs & Cc
Credit Suisse Securities (USA) LL

Total

The underwriters and the representativescatlectively referred to as the "underwriters'dahe "representatives,” respectively.
underwriters are offering the shares of Class Amom stock subject to their acceptance of the shHaoes us and subject to prior sale. -
underwriting agreement provides that the obligatiofithe several underwriters to pay for and acdepivery of the shares of Class A comr
stock offered by this prospectus are subject toapproval of certain legal matters by their coursed to certain other conditions. -
underwriters are obligated to take and pay foofathe shares of Class A common stock offered s/ghospectus if any such shares are t:
However, the underwriters are not required to w@kpay for the shares covered by the underwritesst-allotment option described below
an underwriter defaults, the underwriting agreemegmivides that the purchase commitments of the defaulting underwriters may
increased, or, in the case of a default with resfiethe shares covered by the underwriters' alletment described below, the underwri
agreement may be terminated.

The underwriters initially propose to offeart of the shares of Class A common stock diydctithe public at the offering price listed
the cover page of this prospectus and part toicedialers at a price that represents a concessibim excess of $ per share unde
public offering price. Any underwriter may allowné such dealers may reallow, a concession not cessxof $ per share to o
underwriters or to certain dealers. After the alibffering of the shares of Class A common stdlek,offering price and other selling terms 1
from time to time be varied by the representatives.

We and the selling stockholders have grhmbethe underwriters an option, exercisable fod@@s from the date of this prospectu:
purchase up to additional shares of £hagommon stock at the public offering price listen the cover page of this prospectus,
underwriting discounts and commissions. The undégver may exercise this option solely for the pwgof covering oveallotments, if any
made in connection with the offering of the sharé€lass A common stock offered by this prospecligsthe extent the option is exercis
each underwriter will become obligated, subjectéotain conditions, to purchase the same percerdbgee additional shares of Clas
common stock as the number listed next to the writer's name in the preceding table bears todte humber of shares of Class A comt
stock listed next to the names of all underwriterthe preceding table.

The following table shows the per share toidl public offering price, underwriting discosnand commissions, and proceeds bt
expenses to us and the selling stockholders. Téraseints are shown
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assuming both no exercise and full exercise ofitigerwriters' option to purchase up to an additiona  shares of Class A common stock.

Total
No Full
Share Exercise Exercise

Public offering price $ $ $
Underwriting discounts and commissions to be pgic

Us $ $ $

The selling stockholdel $ $ $
Proceeds, before expenses, t $ $ $
Proceeds, before expenses, to selling stockha $ $ $

The estimated offering expenses payable uby exclusive of the underwriting discounts and wassions, are approximat
$ million.

The underwriters have informed us that teynot intend sales to discretionary accountsxtteed 5% of the total number of share
Class A common stock offered by them.

We have applied to list our Class A comratotk on under the tradigmbol "GRPN."

We and all directors and officers and tbklérs of substantially all of our outstanding &taad stock options have agreed that, withot
prior written consent of Morgan Stanley & Co. LL@ behalf of the underwriters, and subject to cergiceptions, we and they will not, dur
the period ending 180 days after the date of trosgectus (or such earlier date or dates as apetacten us and Morgan Stanley & Co. LLC):

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optionootract to sell, grant a
option, right or warrant to purchase, lend or ottige transfer or dispose of directly or indirectiyny shares of common st
beneficially owned or any other securities conbdetinto or exercisable or exchangeable for comstook;

. enter into any swap or other arrangement that feamdo another, in whole or in part, any of theremic consequences
ownership of the common stock, whether any suatsetion described in the immediately precedin¢ebok this bullet is to k
settled by delivery of our common stock or sucteosecurities, in cash or otherwise;

. engage in any short selling of our common stockemurities convertible into or exercisable or exdeable for our commu
stock; or
. make any demand for, or exercise any right wittpees to, the registration of any shares of commogksor any securi

convertible into or exercisable or exchangeablefonmon stock.

In addition, we and all directors and officers d@hd holders of substantially all of our outstandstgck and stock options have agreed
without the prior written consent of Morgan Stané&yo. LLC on behalf of the underwriters, and subje certain exceptions, we and t
will not, during the period ending 180 days aftee date of this prospectus (or such earlier datdates as agreed between us and Mc
Stanley & Co. LLC), file any registration statememth the SEC relating to the offering of any stsamd common stock or any securi
convertible into or exercisable or exchangeablefanmon stock. The restrictions described in thismgraph do not apply to:

. sales of our common stock to the underwriters;
. transactions relating to shares of our common stwckther securities acquired in connection witts thffering open mark

transactions after the completion of this offeripgvidedthat no filing under Section 16(a) of the ExchaAgeis required or |
voluntarily made in connection with
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subsequent sales of shares of our common stodker securities acquired in such open market tctitses;

. transfers of shares of our common stock or anyrigg@onvertible into shares of our common stocladmna fide gift or gifts;

. distributions of shares of our common stock or aegurity convertible into our common stock to parsy members
stockholders of a security holder;

. distributions or transfers by a security holdesb#éres of our common stock or any security corblertnto our common stock
any trust, partnership, limited liability company aother entity for the direct or indirect benefit the security holder or i
immediate family;

. transfers by a security holder of shares of ourmoom stock to any beneficiary of the security holgersuant to a will or oth
testamentary document or applicable laws of descent

. transfers by a security holder of shares of ourroom stock to us (including, without limitation, atransfer in accordance w
the terms of the recapitalization agreement toriiered into by us and all or certain of our stodébrs in connection with tt
offering);

. exercises of any options to purchase our commark gtat have been granted by us prior to the datedfi where the shares

our common stock received upon such exercise ddelyea security holder, individually or as a fidany, in accordance wi
and subject to the terms of the lock-up letter sighy us and the holders of our outstanding stackstéock options; or

. the establishment of a trading plan pursuant teeR0b!-1 under the Exchange Act for the transfer of shafesur commo
stock,providedthat such plan does not provide for the transfeywfshares of common stock during the restriceribgd and n
public announcement or filing under the ExchangerAgarding the establishment of such plan shateleired of or voluntaril
made by or on behalf of us or the security holder.

In the case of any transfer or distribution pursuarthe third, fourth and fifth bullet immediatef§pove, (i) each done, transferee or distrik
must sign and deliver a lock-up letter substantiallthe form of the lockip letter signed by us and the holders of our antlihg stock ar
stock options, (ii) any such transfer must not Imeoa disposition for value, and (iii) no filing der Section 16(a) of the Exchange .
reporting a reduction in beneficial ownership ofiss of our common stock, is required or shall blintarily made during the 18fay
restricted period.

The 180-day restricted period describetthépreceding paragraph will be extended if:

. during the last 17 days of the -day restricted period, we issue an earnings release material news event relating tc
occurs, or
. prior to the expiration of the 1-day restricted period, we announce that we wikask earnings results during th-day perior

beginning on the last day of the 180-day period,

in which case the restrictions described in thegueng paragraph will continue to apply until theieation of the 18day period beginning «
the issuance of the earnings release or the ocmeref the material news or material event.

In order to facilitate the offering of o@ass A common stock, the underwriters may engageansactions that stabilize, maintair
otherwise affect the price of our Class A commatist Specifically, the underwriters may owaloet in connection with the offering, creatin
short position in the Class A common stock for theevn accounts. In addition, to cover owaletments or to stabilize the price of the Cla:
common stock, the underwriters may bid for, andcpase, shares of Class A common stock in the omakento stabilize the price of 1
Class A common stock. Finally, the underwriting digate may reclaim selling concessions allowed nouaderwriter or a dealer 1
distributing the Class A
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common stock in the offering, if the syndicate negnases previously distributed Class A common sipdkansactions to cover syndicate s
positions, in stabilization transactions or otheeviAny of these activities may stabilize or mamthe market price of the Class A comr
stock above independent market levels or prevengtard a decline in the market price of the CRag®ommon stock. The underwriters are
required to engage in these activities and mayagrydf these activities at any time.

The underwriters may also impose a penailty This occurs when a particular underwriter yepto the underwriters a portion of
underwriting discount received by it because t@presentatives have repurchased shares sold fiyr the account of such underwriter
stabilizing or short covering transactions.

We, the selling stockholders and the undézvs have agreed to indemnify each other agaeain liabilities, including liabilities und
the Securities Act, or to contribute to paymenesuhderwriters may be required to make becauseyobfthese liabilities.

A prospectus in electronic format may bedenavailable on websites maintained by one or raoderwriters, or selling group member:
any, participating in this offering. The represéives may agree to allocate a number of sharesladsG\ common stock to underwriters
sale to their online brokerage account holderseridt distributions will be allocated by the remstives to underwriters that may m
internet distributions on the same basis as otlheraions.

The underwriters and their respective iatils are full service financial institutions engdgn various activities, which may incl
securities trading, commercial and investment hamkiinancial advisory, investment management, siment research, principal investm
hedging, financing and brokerage activities. Cart#ithe underwriters and their respective afdg@abave, from time to time, performed,
may in the future perform, various financial advisand investment banking services for the isste@rwhich they received or will recei
customary fees and expenses.

In the ordinary course of their variousihass activities, the underwriters and their reipeaffiliates may make or hold a broad arra
investments and actively trade debt and equity ri#éxsi (or related derivative securities) and ficiah instruments (including bank loans)
their own account and for the accounts of theitamers, and such investment and securities aetvitiay involve securities and/or instrum
of the issuer. The underwriters and their respedifiliates may also make investment recommendatémd/or publish or express indepen
research views in respect of such securities aninmgents and may at any time hold, or recommerdlig¢ats that they acquire, long and/or s
positions in such securities and instruments.

Pricing of the Offering

Prior to this offering, there has been oblig market for our Class A common stock. Theiahipublic offering price will be determined
negotiations between us and the representativesnfrthe factors to be considered in determiningitit&al public offering price will be tr
future prospects and those of our industry in gaEneur revenue, earnings and certain other firsrend operating information in rec
periods, and the price-earnings ratios, pgakes ratios, market prices of securities, andefinancial and operating information of compa
engaged in activities similar to ours. The estirdatétial public offering price range set forth tre cover page of this preliminary prospect
subject to change as a result of market conditamts other factors. We cannot assure you that tieepat which the shares will sell in
public market after this offering will not be lowthran the initial public offering price or that antive trading market in our Class A comr
stock will develop and continue after this offering
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European Economic Area

In relation to each Member State of thedpaan Economic Area which has implemented the Botgp Directive, each, a Relev
Member State, an offer to the public of any shafesur Class A common stock may not be made inRed¢vant Member State, except the
offer to the public in that Relevant Member Stateay shares of our Class A common stock may beenagdchny time under the followi
exemptions under the Prospectus Directive, if theye been implemented in that Relevant Member State

(a) to any legal entity which is a quelif investor as defined in the Prospectus Diregtive

(b) to fewer than 100 or, if the Releviiéember State has implemented the relevant pravisibthe 2010 PD Amendil
Directive, 150, natural or legal persons (othemntiqaalified investors as defined in the Prospe@irsctive), as permitted under -
Prospectus Directive, subject to obtaining thermansent of the representatives for any such ;affer

(c) in any other circumstances fallinghin Article 3(2) of the Prospectus Directive, piged that no such offer of shares of
Class A common stock shall result in a requirenfienthe publication by us or any underwriter ofragpectus pursuant to Article 3
the Prospectus Directive.

For the purposes of this provision, theregpion an "offer to the public” in relation to aslyares of our Class A common stock in
Relevant Member State means the communication ynfemm and by any means of sufficient informatiom the terms of the offer and ¢
shares of our Class A common stock to be offeredsstm enable an investor to decide to purchaseslaanes of our Class A common stocl
the same may be varied in that Member State bynaegsure implementing the Prospectus Directive @& Member State, the express
"Prospectus Directive" means Directive 2003/71/E@d( amendments thereto, including the 2010 PD AingnBirective, to the exte
implemented in the Relevant Member State), andides any relevant implementing measure in the ReteMember State, and the expres
"2010 PD Amending Directive" means Directive 20 BIEU.

United Kingdom
Each underwriter has represented and adghe¢d

(a) it has only communicated or causedet@ommunicated and will only communicate or caodse communicated an invitat
or inducement to engage in investment activity lfimitthe meaning of Section 21 of the FSMA) receibgdt in connection with tt
issue or sale of the shares of our Class A comrtamk $n circumstances in which Section 21(1) of B&MA does not apply to us; and

(b) it has complied and will comply wigi applicable provisions of the FSMA with respéxtanything done by it in relation
the shares of our Class A common stock in, froratberwise involving the United Kingdom.

Hong Kong, Singapore and Japan

The shares may not be offered or sold bgmaeof any document other than (i) in circumstaneBigh do not constitute an offer to
public within the meaning of the Companies Ordira(€ap.32, Laws of Hong Kong), or (i) to "professal investors" within the meaning
the Securities and Futures Ordinance (Cap.571, lodwong Kong) and any rules made thereunder,iigpir{iother circumstances which do
result in the document being a "prospectus" wittiie meaning of the Companies Ordinance (Cap.32,sLafvHong Kong), and
advertisement, invitation or document relatinghte shares may be issued or may be in the possedsimy person for the purpose of issue
each case whether in Hong Kong or elsewhere), wiBidirected at, or the contents of which are {ikiel be accessed or read by, the publ
Hong Kong (except if permitted to do so under thed of Hong Kong) other than with respect to shavbgh are or are intended to
disposed of only to persons outside Hong Kong &y t,m
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"professional investors" within the meaning of tBecurities and Futures Ordinance (Cap. 571, Lawklaxfg Kong) and any rules me
thereunder.

This prospectus has not been registerea @®spectus with the Monetary Authority of SingapdAccordingly, this prospectus and
other document or material in connection with tfferoor sale, or invitation for subscription or phase, of the shares may not be circulat:
distributed, nor may the shares be offered or smidye made the subject of an invitation for suipsion or purchase, whether directly
indirectly, to persons in Singapore other tharnqixin institutional investor under Section 274k Securities and Futures Act, Chapter 2¢
Singapore (the "SFA"), (ii) to a relevant personany person pursuant to Section 275(1A), and @omtance with the conditions, specifie
Section 275 of the SFA or (iii) otherwise pursuemtand in accordance with the conditions of, athepapplicable provision of the SFA.

Where the shares are subscribed or purdhas#er Section 275 by a relevant person whicfajsa corporation (which is not an accrec
investor) the sole business of which is to holdestmnents and the entire share capital of whichwised by one or more individuals, eacl
whom is an accredited investor; or (b) a trust (whbe trustee is not an accredited investor) wisote purpose is to hold investments and
beneficiary is an accredited investor, shares, mtelbes and units of shares and debentures of tdrpbration or the beneficiaries' rights .
interest in that trust shall not be transferable@anonths after that corporation or that trust eguired the shares under Section 275 e»
(1) to an institutional investor under Section 24the SFA or to a relevant person, or any persorsyant to Section 275(1A), and
accordance with the conditions, specified in Sec#id5 of the SFA; (2) where no consideration isgi¥or the transfer; or (3) by operatior
law.

The securities have not been and will netregistered under the Financial Instruments anch&éxge Law of Japan (the Finan
Instruments and Exchange Law) and each undervwréieragreed that it will not offer or sell any sétes, directly or indirectly, in Japan or
or for the benefit of, any resident of Japan (whietm as used herein means any person resideapan,Jincluding any corporation or ot
entity organized under the laws of Japan), or heist for reeffering or resale, directly or indirectly, in Japar to a resident of Japan, exc
pursuant to an exemption from the registration irequents of, and otherwise in compliance with, Bireancial Instruments and Exchange |
and any other applicable laws, regulations andstenial guidelines of Japan.
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LEGAL MATTERS

The validity of the shares of Class A conmnstock offered hereby will be passed upon fory$inston & Strawn LLP, Chicago, lllino
DLA Piper LLP (US), East Palo Alto, California, &ting as counsel to the underwriters. DLA PipePL(US) has in the past provided,
continues to provide, legal services to Groupon.

EXPERTS

The consolidated financial statements afupon, Inc. at December 31, 2009 and 2010, anddoh of the three years in the period el
December 31, 2010, appearing in this ProspectusRagistration Statement have been audited by Brivgtung LLP, independent registel
public accounting firm, as set forth in their refpthiereon appearing elsewhere herein, and arededlin reliance upon such report given or
authority of such firm as experts in accounting anditing.

The consolidated financial statements dy@gal Europe GmbH for the period from January@®to May 15, 2010, appearing in -
Prospectus and Registration Statement have bededibg Ernst & Young GmbH Wirtschaftsprifungsgéseiaft, independent auditors, as
forth in their report thereon appearing elsewheseeim, and are included in reliance upon such tegiwen on the authority of such firm
experts in accounting and auditing.

The financial statements of Qpod.inc fog greriod from June 4, 2010 to August 11, 2010, appe in this Prospectus and Registra
Statement have been audited by Ernst & Young ShietNLLC, independent auditors, as set forth inrtheport thereon appearing elsewt
herein, and are included in reliance upon suchrtgpeen on the authority of such firm as expentaccounting and auditing.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the SEC a registratidatement on Form $-under the Securities Act with respect to the ehaf common stor
offered hereby. This prospectus, which constitatgsart of the registration statement, does notaiordll of the information set forth in t
registration statement or the exhibits and schediilled therewith. For further information aboutarsd the common stock offered hereby
refer you to the registration statement and theébitshand schedules filed thereto. Statements awedan this prospectus regarding the coni
of any contract or any other document that is fitlesdan exhibit to the registration statement atenegessarily complete, and each
statement is qualified in all respects by referetucghe full text of such contract or other documéiled as an exhibit to the registrat
statement. Following this offering, we will be réad to file periodic reports, proxy statements] ather information with the SEC pursuar
the Securities Exchange Act of 1934. You may read @opy this information at the Public ReferenceoiRoof the SEC, 100 F Street, N
Room 1580, Washington, D.C. 20549. You may obtaiariation on the operation of the Public RefereRoem by calling the SEC at 1-800-
SEC0330. The SEC also maintains a website that contaports, proxy statements and other informatioout issuers, like us, that 1
electronically with the SEC. The address of the isi www.sec.gov.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholder§&odupon, Inc.

We have audited the accompanying conseldalance sheets of Groupon, Inc. as of Decenihe2@®9 and 2010, and the rel:
consolidated statements of operations, stockhdl(iteficit) equity, and cash flows for each of theee years in the period ended Decembe
2010. These financial statements are the resptitsibf the Company's management. Our responsgjbifitto express an opinion on th
financial statements based on our audits.

We conducted our audits in accordance with standards of the Public Company Accounting Slgbt Board (United States). Thu
standards require that we plan and perform thet aodibtain reasonable assurance about whethdimidugcial statements are free of mate
misstatement. We were not engaged to perform ait afidche Company's internal control over financiaporting. Our audits includ
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances
not for the purpose of expressing an opinion onetfiectiveness of the Company's internal contra@rdinancial reporting. Accordingly, \
express no such opinion. An audit also includesrémmg, on a test basis, evidence supporting theuats and disclosures in the finan
statements, assessing the accounting principled asd significant estimates made by management,eaatiiating the overall financ
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementfened to above present fairly, in all materialpests, the consolidated financial positiot
Groupon, Inc. at December 31, 2009 and 2010, anddhsolidated results of its operations and ish deows for each of the three years in
period ended December 31, 2010, in conformity Wit8. generally accepted accounting principles.

/sl Ernst & Young LLP
Chicago, lllinois
June 2, 2011

F-3




Table of Contents

GROUPON, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

December 31

2009 2010
Assets
Current assett
Cash and cash equivalel $ 12,31: $ 118,83
Accounts receivable, n 601 42,407
Prepaid expenses and other current a: 1,29: 12,61¢
Total current asse 14,207 173,85!
Property and equipment, r 274 16,49(
Goodwill — 132,03t
Intangible assets, n 23¢ 40,77¢
Deferred income taxes, n-current — 14,54«
Other nor-current assel 242 3,86¢
Total Assets $ 1496. $ 381,57(
Liabilities and Stockholders' (Deficit) Equity
Current liabilities:
Accounts payabl $ 182 $  57,54!
Accrued merchant payak 4,32¢ 162,40¢
Accrued expense 4,83¢ 98,32:
Due to related partie — 13,32:
Deferred income taxes, curre — 17,21(
Other current liabilitie 877 21,61:
Total current liabilities 10,21¢ 370,41¢
Deferred income taxes, n-current — 604
Other nor-current liabilities — 1,017
Total Liabilities 10,21¢ 372,04(

Commitments and contingencies (see Not

Series B, redeemable convertible preferred sto@BCi par value, 199,998 shares authorized, issue

and outstanding at December 31, 2009 and 0 shatiesrized, issued and outstanding at

December 31, 201 2C —
Series D, redeemable convertible preferred sto@®0A. par value, 6,560,174 shares authorized, iss

and outstanding at December 31, 2009 and 0 shatlesrized, issued and outstanding at

December 31, 201 4,725 —
Series E, redeemable convertible preferred std@®0d. par value, 4,406,160 shares authorized, iss

and outstanding at December 31, 2009 and 0 shatiesrized, issued and outstanding at

December 31, 201 29,96 —
Redeemable noncontrolling intere — 2,982

Groupon, Inc. Stockholders' (Deficit) Equity

Series B, convertible preferred stock $.0001 paresa shares authorized, issued and outstanding

December 31, 2009 and 199,998 shares authorizettdsand outstanding at December 31, 2 — —
Series D, convertible preferred stock $.0001 paresed shares authorized, issued and outstanding

December 31, 2009 and 6,560,174 shares authonmkdsued, and 6,258,297 shares outstandin

December 31, 201 — 1
Series E, convertible preferred stock $.0001 parey® shares authorized, issued and outstanding

December 31, 2009 and 4,406,160 shares authonzkssued, and 4,127,653 shares outstandin

December 31, 201 — —
Series F, convertible preferred stock $.0001 parey® shares authorized, issued and outstanding .

December 31, 2009 and 4,202,658 shares authorszeekd and outstanding at December 31, : — 1
Series G, convertible preferred stock $.0001 pareyd® shares authorized, issued and outstanding

December 31, 2009 and 30,075,690 shares authaimkd4,245,018 shares issued and outstanc

at December 31, 2010, liquidation preference of0$a@0 — 1
Voting common stock, $.0001 par value, 500,000 £l¥res authorized, 170,095,998 shares issuec

outstanding at December 31, 2009, and 211,495 /98&s issued and 165,616,260 shares

outstanding at December 31, 2( 3 4

Non-voting convertible common stock, $.0001 par vall@f),000,000 shares authorized, 2,850,498
shares issued and outstanding at December 31, 2800%,864,486 shares issued and 5,079,896
shares outstanding at December 31, Z —

Treasury stock, at cost, 0 shares at DecemberO8B, 2nd 46,664,328 shares at December 31, — (503,177
Additional paic-in capital — 921,12:
Stockholder receivabl (144) (28¢€)
Accumulated defici (29,82¢) (419,469
Accumulated other comprehensive incc — 9,87¢
Total Groupon, Inc. Stockholders' (Deficit) Equity (29,969 8,071
Noncontrolling interest — (1,530
Total (Deficit) Equity (29,969 6,541
Total Liabilities and (Deficit) Equity $ 1496. $ 381,57(

See Notes to Consolidated Financial Statem
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GROUPON, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share amounts)

Year Ended December 31,

2008 2009 2010
Revenue $ 94 $ 30,47. $ 713,36!
Cost of revenu 89 19,54: 433,41:
Gross profit 5 10,92¢ 279,95¢
Operating expense

Marketing 163 4,54¢ 263,20:

Selling, general and administrati 1,474 7,45¢ 233,91

Acquisitior-related — — 203,18:

Total operating expens 1,637 12,00¢ 700,29¢

Loss from operations (1,6372) (1,077) (420,34,
Interest and other income (expense), 90 (16) 284
Loss before provision for income taxe (1,547 (1,093 (420,06()
Provision (benefit) for income tax — 24¢ (6,679
Net loss (1,542 (2,34 (413,38f)
Less: Net loss attributable to noncontroll

interests — — 23,74¢
Net loss attributable to Groupon, Inc. (1,542 (2,34 (389,641()
Dividends on preferred stot 277) (5,575 (1,362)
Redemption of preferred stock in excess of

carrying value — — (52,899
Adjustment of redeemable noncontrolli

interests to redemption val — — (12,42%)
Preferred stock distributior (339 — —
Net loss attributable to common stockholder:  $ (2,159 $ (6,916€) $ (456,32()
Net loss per share

Basic $ (0.00) $ (0.04) $ (2.6€)

Diluted $ (0.00) $ (0.04) $ (2.6€)
Weighted average number of shares

outstanding

Basic 166,738,12 168,604,14 171,349,38

Diluted 166,738,12 168,604,14 171,349,38

See Notes to Consolidated Financial Statements.
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GROUPON, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' (DEFICIT) EQUITY

(in thousands, except share amounts)

Groupon, Inc. Stockholders' (Deficit) Equity

SeriesB,C,D, E, F

and G Preferred

Stock

Common Stock

Additional

Shares Amount

Shares

Amount

Treasury
Paid-In
Capital

Stock Receivable

Total

Groupon Inc.

Accumulated

Deficit

Stockholders

Stockholder Accumulated Other Comp.

Income

Non-

controlling

(Deficit)
Equity

Interests

Total

(Deficit)

Equity

Balance at
December 3
2007

Net loss an(
comprehens
loss —

Conversion of
preferred
stock

Exercise of
stock
options —

Vesting of
restricted
stock units —

Stock-based
compensatic
expense —

Preferred stocl
distributions —

Preferred stocl
dividends —

(1,000,00) (1,000

1,000,000 $ 1,00C 160,895,99 $

6,000,001

60,00(

1,000,00t

2% —3 72$ —$

1 — 99¢ —

(339 —

(2779 -

(1,039

(1,549

—$

42$

(1,542)

24
(339

(279

42

(1,547)

24
(339

(277

Balance at

December 3

2008 —
Net loss an(

comprehens

loss —
Issuance of

stock —
Exercise of

stock

options,

including tay

benefits —
Vesting of

restricted

stock units —
Stock-based

compensatic

expense —
Common stocl

dividends,

$0.125 per

share —
Preferred stocl

dividends —

— 167,955,99

1,800,001

2,010,49:

1,180,001

3 = 48C —

= = 144

(958) —

(20,339

(5,575

(2,099)

(1,349

21€

11t

(21,299

(5,575)

(2,099

(1,347

21¢€

115

(21,299

(5,575)

Balance at

December 3

2009 —
Net loss —
Foreign

currency

translation —

Comprehensiv

loss —
Adjustment of

redeemable

noncontrollit

interests to

redemption

value —
Stock issued ir

connection

with

business

combination —

Proceeds from
issuance o

— 172,946,49

43,117,15

(144)

(12,429 =

348,01¢ —

(29,829
(389,64()

(29,969
(389,64()

9,87¢

(379,76Y)

(12,429

348,01°

(29,969

(1,530 (391,17()

9,87¢

(381,299

(12,429

348,01



stock (net of
issuance
costs)
Exercise of
stock
options,
including ta»
benefits —
Vesting of
restricted
stock units —
Stock-based
compensatic
expense —
Redemption of
preferred
stock
Repurchase of
common
stock —
Reclassificatio
of
redeemable
preferred
stock
Preferred stocl
dividends —

18,447,67

(580,389

11,166,33

— 1,214,33

— 82,50(

— (46,664,32)

584,65¢

22,16(

(55,009)

— (503,17} —

34,71

(1,362

(142)

584,65¢

22,16(

(55,009

(503,179

34,71:

(1,362)

— 584,65t

—  22,16(

— (55,009

— (503,17}

— 34,71%

— (1,369

Balance at
December 3.
2010 29,033,62 $

3 170,696,15 $

4$(503,179% 921,12: $

(286)%

(419,46)3%

9,87t$

8,071 %

(1530% 6,541

See Notes to Consolidated Financial Statements.
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GROUPON, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Operating activities
Net loss

Adjustments to reconcile net loss to net cash piexviby (used in)

operating activities
Depreciation and amortizatic
Stocl-based compensatic
Deferred income taxe
Excess tax benefit on stc-based compensatic
Non-cash interest expen
Acquisitior-related expens
Change in assets and liabilities, net of acquissti
Accounts receivabl
Prepaid expenses and other current a:
Accounts payabl
Accrued merchant payat
Accrued expenses and other current liabili
Due to related partie
Other

Net cash (used in) provided by operating activitie

Investing activities

Purchases of property and equipm
Acquisitions of businesses, net of acquired ¢
Purchases of intangible ass

Changes in restricted ca

Net cash used in investing activitie
Financing activities

Issuance of stock, net of issuance ¢

Excess tax benefit on stc-based compensatic
Loans from related patrtie

Preferred stock distributior

Repurchase of common sta

Proceeds from exercise of stock opti
Dividends paid on common and preferred st
Redemption of preferred sto

Net cash provided by financing activities
Effect of exchange rate changes on cash and cashieglents

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of '
Cash and cash equivalents, end of )

Supplemental disclosure of cash flow informatior
Income tax paymen
Cash interest paymer

Non-cash investing activity
Capital expenditures incurred not yet p
Contingent consideration given in connection withusitions
Issuance of common stock in connection with actjaiss
Non-cash financing activity
Receivable for stock options exercised not yet
Receivable for stock issuance proceeds not yet
Dividends accrue

Year Ended December 31,

2008

2009

2010

$(1,542 $ (1,341 $(413,38)

17 80  12,95:
24 115 36,16¢
— — (7,349
— (143) (32)
— — 10€
— — 203,18
— (601)  (34,90%)
4) (67) (2,467
— 182 50,83
(3) 4,30 149,04
(18)  5,03¢ 94,59
— (20) (319
— (38  (1,53))
(1,526 ~ 7,51C 86,88t
(19  (290) (14,68))
— — 3,81¢
— (271) (922)
— (1,400 (92)
(19) ~ (1,96]) (11,879
4,74  29,94¢ 584,65
— 142 32
— — 5,03¢
(339) — —
— — (503,17}
1 72 195

—  (26,36) (1,299
— (55,007)
4408 ~ 3,79¢ 30,44
— — 1,06¢
2,86: 9,347  106,52(
105 2,966  12,31:
$ 2,96¢ $ 12,31 $ 118,83
— — $  14C
— — $ 287
— $ 34 % 237
— — $ 63,18(
— — $ 80,20(
— — $ 14z
— $ 144 —
$ 277 $ 508§  27¢

See Notes to Consolidated Financial Statem
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GROUPON, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS

Groupon, Inc., together with the subsidiarthrough which it conducts business (the "Compariy a local esommerce marketpla
(www.groupon.com) that connects merchants to coessirhy offering goods and services at a discouné CTompany, which commenc
operations in November 2008, creates a new wajof@ merchants to attract customers, while praxgdionsumers with savings and helj
them discover what to do, eat, see and buy in deep they live and work. Each day, the Companyilsrtg subscribers with discounted oft
for goods and services that are targeted by lacadiod personal preferences. Consumers also aceals directly through the Compar
website and mobile application.

The Company, based in Chicago, lllinoissv@unded by Andrew D. Mason, the Company's CE@, Enic P. Lefkofsky, the Compan
Executive Chairman, and evolved from a businesg tbended called The Point (www.thepoint.com), whis a web platform that enahb
users to promote collective action in support dfialp educational and other causes. The Pointrallyi was established as a limited liabi
company ("ThePoint"). Effective January 15, 200Be Point converted its legal form to a corporatioganized and existing under the Ger
Corporation Law of the State of Delaware, and mérgath and into ThePoint.com, a newdgtablished corporation ("ThePoint.cor
ThePoint.com subsequently changed its legal narfsdapon, Inc.

The Company has organized its operatiomns fwo principal segments: North America and Inédional. See Note 13 Segmel
Information.”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements idelthe accounts of the Company and its subsidigkiemtercompany accounts and transact
have been eliminated in consolidation. The Compacgnsolidated financial statements were prepamedccordance with United Sta
generally accepted accounting principles ("U.S. ®RAand include the assets, liabilities, revenued axpenses of all whollgwnec
subsidiaries and majoritgwned subsidiaries over which the Company exeraisegrol. Outside stockholders' interests in subsies ar
shown in the consolidated financial statementsNmntontrolling interests." The consolidated statet®ef operations include the result:
entities acquired from the date of the acquisifmmaccounting purposes.

Stock Splits

In May 2010, the Company's Board of Direstihe "Board") approved a resolution to effethree-forone stock split of the Compan
common stock with no corresponding change to thevglaie. The stock split became effective in Aug2®t0. The Board also approved a two-
for-one stock split of the Company's common stock ieddaber 2010 with no corresponding change in pareyaihich became effective
January 2011. All common share numbers and peesraounts for all periods presented have been tadjustroactively to reflect both t
three-for-one and the two-for-one stock splits.

Use of Estimates

The preparation of financial statementsanformity with U.S. GAAP requires estimates anguasptions that affect the reported amo
and classifications of assets and liabilities, reses and expenses, and the related disclosuresntihgent liabilities in the consolidal
financial statements and accompanying notes. Essrae utilized for, but not limited to, stock-edscompensation, income
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GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

taxes, valuation of acquired goodwill and intangilalssets, customer refunds, contingent liabiliéied the depreciable lives of fixed ass
Actual results could differ materially from thosgtiemates.

Cash and Cash Equivalents

The Company considers all higtilyuid investments with an original maturity of #& months or less from the date of purchase t@abk
equivalents.

Restricted Cash

The Company had $1.2 and $0.2 million aftnieted cash recorded in prepaid expenses and otiieent assets and other naurrent:
assets, respectively, at December 31, 2009. Thep@oynhad $0.3 million and $0.2 million of restritteash recorded in prepaid expenses
other current assets and other momrents assets, respectively, at December 31,. 2046 carrying value of restricted cash approximdié
value.

Accounts Receivable, net

Accounts receivable primarily represent ttet cash due from the Company's credit card ahérgbayment processors for clee
transactions. The carrying amount of the Comparacsivables is reduced by an allowance for doulafgiounts that reflects managem:
best estimate of amounts that will not be collectBue allowance is based on historical loss expedeand any specific risks identifiec
collection matters. Accounts receivable are chaafédgainst the allowance for doubtful accountsewliit is determined that the receivabl
uncollectible. The Company's allowance for doub#fatounts at December 31, 2009 and 2010 was $@asdhan $0.1 million, respective
The corresponding bad debt expense for the yeaedebecember 31, 2008, 2009 and 2010 was $0, $asthan $0.1 million, respectively.

Property and Equipment, net

Property and equipment includes assets sschurniture and fixtures, leasehold improvementsnputer hardware, and office i
telephone equipment. The Company accounts for poped equipment at cost less accumulated depi@tiand amortization. Depreciati
expense is recorded on a straitihe basis over the estimated useful lives of tsgets (generally three years for computer hardamageoffice
and telephone equipment, five years for furniturd fixtures, and the shorter of the life of theskear five years for leasehold improveme
and is classified within selling, general and adstiative expenses in the consolidated statemdntperations. See Note 5Property an
Equipment, ne."

Lease Obligations

The Company categorizes leases at the@ptimn as either operating or capital leases, aay maceive renewal or expansion options,
holidays, and leasehold improvement and other inseon certain lease agreements. The Companygmexss lease costs on a straitihe
basis taking into account adjustments for markevigions, such as free or escalating base monémal payments, or deferred payment te
such as rent holidays that defer the commencenaetaf required payments. Additionally, the Comp#mats any incentives received ¢
reduction of costs over the term of the agreeniBme. Company records rent expense associated veifie lebligations in selling, general
administrative expenses in the consolidated stattsrd operations. See Not¢ Commitments and Contingencies."
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GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Goodwill and Other Intangible Assets

The Company evaluates goodwill for impaintnannually or more frequently when an event ocaursircumstances change that indic
the carrying value may not be recoverable. The Gomevaluates the recoverability of goodwill usangwo-step impairment test. In the fi
step, the fair value for the reporting unit is cargd to its book value including goodwill. In thase that the fair value is less than the |
value, a second step is performed that comparesrthiéed fair value of goodwill to the book valué the goodwill. The fair value for tl
implied goodwill is determined based on the differe between the fair value of the reporting unhtjolr is generally based on the discou
future cash flows, and the net fair values of thentifiable assets and liabilities excluding godtwii the implied fair value of the goodwiill
less than the book value, the difference is recghias an impairment charge in the consolidatedmatnts of operations. Absent any spt
circumstances that could require an interim tégt,Gompany has elected to test for goodwill impairtrduring the fourth quarter of each year.

Accounting guidance for the impairment @pdsal of londived assets, other than goodwill, also requires thtangible assets with fin
lives be amortized over their respective estimatedful lives and reviewed for impairment wheneveergs or changes in circumstar
indicate that the carrying amount of the assetshtmigt be recoverable. Conditions that would ndtassan impairment assessment inclu
significant decline in the observable market valfilan asset, a significant change in the extemb@mner in which an asset is used, or any
significant adverse change that would indicate thatcarrying amount of an asset or group of assets not be recoverable. Amortizatiol
computed using the straiglite method over the estimated useful lives ofréspective intangible assets, generally from orfevéoyears. Se
Note 4 "Goodwill and Other Intangible Assets

Loyalty and Rewards Programs

The Company uses various customer loyalty @ward programs to build brand loyalty and pidevcustomers with incentives to |
Groupons. When customers perform qualifying aatshsas providing a referral to a new subscribepasticipating in promotional offers, t
Company grants the customer credits that can eeredd for Groupons in the future. The Company a&cctioe costs related to the assoc
obligation to redeem the award credits grantedssidnce in accrued expenses on the consolidatadceakheets (see Note GAtcruet
Expense) and records the corresponding offset to revestuthe consolidated statements of operations.

Income Taxes

The provision for income taxes is deterrdinsing the asset and liability method. Under thethod, deferred tax assets and liabilitie:
calculated based upon the temporary differencesdsat the financial statement and income tax bafsassets and liabilities using the ena
tax rates that are applicable in a given year. déferred tax assets are recorded net of a valuatiowance when, based on the weigt
available evidence, the Company believes it is mitedy than not that some portion or all of theaseded deferred tax assets will nof
realized in future periods. The Company consideasyrfactors when assessing the likelihood of futeadization of its deferred tax ass
including recent cumulative earnings experiencgeetations of future taxable income and capitahgdy taxing jurisdiction, the carry-
forward periods available for tax reporting purpgsand other relevant factors. The Company allacigevaluation allowance to current
long-term deferred tax assets on a @& basis. A change in the estimate of futureltlExancome may require an increase or decreadec
valuation allowance.
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GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

The Company utilizes a tvgbep approach to recognizing and measuring unoetdai positions (“tax contingencies"). The firgsis tc
evaluate the tax position for recognition by deteing if the weight of available evidence indicategs more likely than not that the posit
will be sustained on audit, including resolutionrefated appeals or litigation processes. The sbstep is to measure the tax benefit a:
largest amount which is more than 50% likely ofnigetiealized upon ultimate settlement. The Compamgiclers many factors when evalua
and estimating its tax positions and tax benefitich may require periodic adjustments and whicly mat accurately forecast actual outcor
The Company includes interest and penalties rel@e¢ax contingencies in the provision for incorages on the statements of operations
Note 12 "Income Taxes'

Fair Value of Financial Instruments

The carrying amounts of the Company's fainnstruments, including cash and cash equitaleaccounts receivable, accounts pay
accrued merchant payable, accrued expenses arsl floam related parties, approximate fair value thutheir generally shotierm maturities
The Company records money market funds and conttrgensideration at fair value. See Note Halr Value Measurement$

Revenue Recognition

The Company recognizes revenue from Grosipshen the following criteria are met: persuasive@ence of an arrangement exi
delivery has occurred; the selling price is fixeddeterminable; and collectability is reasonablgussd. These criteria generally are met v
the number of customers who purchase the dailyeleadeds the predetermined threshold, based ax#dwited contract between the Com
and its merchants. The Company records the grossiranit receives from Groupons, excluding taxes netapplicable, as the Company is
primary obligor in the transaction, and recordsadiowance for estimated customer refunds on taakmue primarily based on histori
experience. As noted above, the Company also reawsts related to the associated obligation teawdthe award credits granted at issu
as an offset to revenue.

Cost of Revenue

Cost of revenue consists of direct costsiired to generate the Company's revenue, primida@yagreedipon payments to the mercha
Cost of revenue components are recorded with tbeceted revenue and payments are made to merdbesed on either negotiated payn
schedules or the redemption of Groupons by custamer

Marketing

Marketing expense consists primarily ofim@lmarketing costs, such as sponsored searchrt&sthvg on social networking sites, en
marketing campaigns, affiliate programs, and tessér extent, offline marketing costs such as iwtey radio and print advertising. T
Company records these costs in marketing expengieearonsolidated statements of operations wharriied.

Stock-Based Compensation

The Company measures stbased compensation cost at fair value, net of estich forfeitures, and generally recognizes
corresponding compensation expense on a striighbasis over the service period during which ralsaare expected to vest. The Comy
includes stocksased compensation expense in the selling, geaedaadministrative expenses in the consolidatedreents of operations. T
fair value of restricted stock units and restricséack is estimated based on valuations of the Garyip (or subsidiaries’) stock on the grant
or reporting date if required to be remeasured unde
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GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

accounting guidance. The fair value of stock omigdetermined on the date of grant using the lB&atholesMerton valuation model. S
Note 9"Stock-Based Compensation."

Foreign Currency

Balance sheet accounts of the Company'satipes outside of the U.S. are translated froneifpr currencies into U.S. dollars at
exchange rates as of the consolidated balance dhtet. Revenues and expenses are translatedrag@wxchange rates during the pe
Foreign currency translation gains or losses atkuded in accumulated other comprehensive incomiherconsolidated balance sheet. C
and losses resulting from foreign currency trarisast which are denominated in currencies othen tihe entity's functional currency,
included in other income (expense) in the constdidisstatements of operations. For the year endextrbeer 31, 2010, the Company
$0.5 million of foreign currency transaction gains.

Recent Accounting Pronouncements

In September 2006, the Financial Accountgtgndards Board ("FASB") issued accounting guidamtich, among other requireme
defines fair value, establishes a framework for sneiag fair value, and expands disclosures abaitute of fair value measurements. ¢
guidance prescribes a single definition of fairneaés the price that would be received to sellssetaor paid to transfer a liability in an ord
transaction between market participants at the areagent date. For financial instruments and cemnainfinancial assets and liabilities that
recognized or disclosed at fair value on a recgrhiasis at least annually, the guidance was efedtéeginning the first fiscal year that be(
after November 15, 2007. This portion of the gugrwhich was adopted as of the beginning of fi26&i8, had no impact on the consolid.
financial statements. For all other nonfinanciaeds and liabilities, the guidance was effectivefigcal years beginning after November
2008. The Company adopted this guidance effectivefahe beginning of fiscal 2009, and its applwathad no impact on the consolide
financial statements. In January 2010, the FASBedsadditional guidance that improves disclosutesutifair value measures that w
originally required. The new guidance was effectfee interim and annual periods beginning after &aber 15, 2009, except for
disclosures about purchases, sales, issuancegtiethents in the roll forward of activity in Lev@lfair value measurements. Those disclos
are effective for fiscal years beginning after Daber 15, 2010, and for interim periods within thgears. The adoption of this guidance
not impact the Company's financial position or hssof operations.

In December 2007, the FASB issued guiddhatestablishes principles and requirements fterdening how a company recognizes
measures the fair value of identifiable assetsiaeduliabilities assumed, noncontrolling interestsl certain contingent considerations acq!
in a business combination. The guidance on busic@shinations also requires acquisitielated transaction expenses and restructuring
be expensed as incurred rather than capitalizeis. glidance became effective for fiscal years bagip after December 15, 2008 and
Company adopted the provisions of this guidancesgeoctively beginning in 2009. In December 2010, fi#SB issued an update to 1
guidance, which specifies that if a public entitggents comparative financial statements, theyestibuld disclose revenue and earnings ¢
combined entity as though the business combinatjah&t occurred during the current year had oecuas of the beginning of the compar.
prior annual reporting period. The amendments algmand the supplemental pro forma disclosures dhatrequired. The new guidanct
effective prospectively for business combinatioms\viihich the acquisition date is on or after thgibeing of the first annual reporting per
beginning on or after December 15, 2010. The Compéams to adopt the provisions of this businessl@ioations guidance at the beginnin
2011.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

In April 2008, the FASB issued a staff piosi that amends the list of factors an entity sté@onsider in developing renewal or exten
assumptions used in determining the useful lifeeabgnized intangible assets. This new guidancéegp intangible assets that are acqt
individually or with a group of other assets in im@ss combinations and asset acquisitions. Undemgtlidance, entities estimating the us
life of a recognized intangible asset must consildeir historical experience in renewing or exteigdsimilar arrangements or, in the absen:
historical experience, must consider assumptioas tinarket participants would use about renewalxtersion. This staff position beca
effective for fiscal years beginning after Decembgr 2008. The Company adopted the provisionsisfghidance prospectively beginning
2009, and its application had no impact on the clidsted financial statements.

In June 2009, the FASB issued guidance ébtitblishes the FASB Accounting Standards Codiifineas the sole source of authorita
U.S. GAAP. Pursuant to these provisions, the Compeas incorporated the applicable guidance inatssolidated financial statements.
adoption of this guidance did not impact the coidstéd financial statements.

In June 2009, the FASB issued guidance dliatinates the qualifying special purpose entionaept, changes the requirements
derecognizing financial assets and requires enlgadiselosures about transfers of financial asSgts. guidance also revises earlier guidi
for determining whether an entity is a variablesiast entity, requires a new approach for detengimiho should consolidate a variable inte
entity, changes when it is necessary to reassesshduld consolidate a variable interest entityl @guires enhanced disclosures related
enterprise's involvement in variable interest @it The guidance is effective for the first annwaporting period that begins af
November 15, 2009. The Company adopted the prodsid this guidance prospectively beginning in 2041fid its application had no imp
on the consolidated financial statements.

In September 2009, the FASB issued guidahe¢ allows companies to allocate arrangementiderstion in a multiple eleme
arrangement in a way that better reflects the #&etitsn economics. It provides another alternatimeestablishing fair value for a delivera
when vendor specific objective evidence or thirdtyavidence for deliverables in an arrangemennotabe determined. When this evide
cannot be determined, companies will be requiredi¢gelop a best estimate of the selling price tpasste deliverables and alloc
arrangement consideration using the relative geliice method. The guidance also expands theodisi# requirements to require tha
entity provide both qualitative and quantitativéormation about the significant judgments madepplging this guidance. This guidance \
effective on a prospective basis for revenue aearants entered into or materially modified on demfanuary 1, 2011. The adoption of
guidance did not have a material impact on the @ateted financial statements.

In February 2010, the FASB issued guidaeéective immediately, which removes the requirat® disclose the date through wt
subsequent events were evaluated in both origifgdlyed and reissued financial statements for 8&suand Exchange Commission ("SE
filers. The adoption of this guidance did not havaaterial impact on the consolidated financiakesteents.

In December 2010, the FASB issued guidatat when to perform Step 2 of the goodwill impeent test for reporting units with zerc
negative carrying amounts. According to the newdgnce, entities must consider whether it is mdeelyli than not that goodwill impairme
exists by assessing if there are any adverse gtiaditfactors indicating impairment. The qualitatifactors are consistent with the exis
guidance. The new guidance is effective for fisears, and interim periods within those years,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

beginning after December 15, 2010. The adoptiahisfguidance did not have a material impact orcthesolidated financial statements.
3. ACQUISITIONS
CityDeal Europe GmbH Acquisition

In May 2010, the Company entered into ar&haxchange and Transfer Agreement (the "CityDegiteAment") to acquire CityDe
Europe GmbH ("CityDeal"), a collective buying poweusiness launched in January 2010 that providédg deals and online marketi
services substantially similar to the Company. Hewdtered in Berlin, Germany, CityDeal (which, prio the acquisition, was doing busir
as CityDeal but now operates under the Groupon Myd&ial and Groupon CityDeal names) operated in rnizgea 80 European cities and
countries including France, Germany, ltaly, thehdetands, Poland, Spain, Turkey and the United #amg. As a result of the acquisition,
Company believes it has established a significarsgnce in the European market by strategicallyamding into new geographies
increasing its subscriber base, gained CityDealagament's local expertise in maintaining existiegdor relationships and establishing
relationships, and obtained an assembled workftraiehas significant experience and knowledge @fitidustry.

Under the terms of the CityDeal Agreemégtand among the Company, CityDeal, ®deket Holding UG ("Rocket Holding"), CityDe
Management UG ("CityDeal Management") and Groupamn@&ny Gbr ("Groupon Germany"), Rocket Holding &ityDeal Manageme
transferred all of the outstanding shares of Cigllie Groupon Germany, in exchange for $0.6 milliorcash and 41,400,000 shares of
Company's voting common stock (valued at $125.4anilas of the acquisition date), and CityDeal neergvith and into Groupon Germe
with CityDeal as the surviving entity and a whotlyned subsidiary of the Company. The Company dedivel 9,800,000 of such share:
voting common stock in May 2010, with the remainiay,600,000 shares delivered as of December 310, 2de to the achievement
financial and performance earn-out targets disclbstow.

In connection with the acquisition, Rockktlding and CityDeal Management entered into a &halders Agreement with the Compe
Pursuant to the Shareholders Agreement, the sbathe Company's common stock owned by Rocket HgldCityDeal Management and tf
affiliates must be voted in the same manner asrhjerity-ininterest of the shares of voting common stock tgidhe Company's found:t
related to certain material transactions, includingnitial public offering of the Company's votingmmon stock, the authorization, designe
or issuance of any new class or series of the Cog'paapital stock or a material acquisition orassansfer. In addition, the Company anc
former CityDeal shareholders entered into a loaeement to provide CityDeal with a $25.0 milliomrteloan facility. See Note 14 Relate!
Parties."

The acquisition was accounted for using pluechase method of accounting and the operatién€ityDeal were included in ti
consolidated financial statements from the datthefacquisition. The purchase price was allocatetthé tangible assets and intangible a
acquired and liabilities assumed based on theimagtd fair values on the acquisition date, with tkmaining unallocated purchase ¢
recorded as goodwill. The fair value assigned &niifiable intangible assets acquired was deterechirsing an income approach for subsci
relationships and trade names, and a cost appfoactendor relationships and developed technoléaychased identifiable intangible as
are amortized on a straight-line basis over thegpective useful lives, which range from one te fpears.

The Company had an obligation, as parhef€ityDeal Agreement, to transfer additional comnstock of the Company to the forr
shareholders of CityDeal as part of the share exgdnaf specified
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3. ACQUISITIONS (Continued)

financial and performance earn-outs targets wehéemed. The Company determined that the acquisieme fair value of this considerat
was $62.9 million based on the likelihood of cogént earmsut payments. The Company subsequently remeasheedair value of th
contingent consideration on a recurring basis dube earnout target not meeting the criteria tprity treatment and recorded a total char
$204.2 million in acquisitiomelated expenses for the year ended December 30, 2hich is reported separately in the consoliigtatemel
of operations with other acquisitioplated expenses. The charge resulted primarilytaltiee significant increase in the value of therpany"
common stock from the original valuation date uthté date the contingency was settled.

The following table summarizes the purchpsee allocations (in thousands). Goodwill of ¥®hillion represents the premium
Company paid over the fair value of the net tareggdnid intangible assets it acquired. None of tloelgil is deductible for tax purposes.

Description Fair Value
Net working capital (including cash of $6.4 millic $ 7,331
Property and equipment, r 74€
Goodwill 94,99:
Intangible assetd):
Vendor relationship 5,78¢
Developed technolog 98t
Trade name 5,04¢
Subscriber relationshi 28,43t
Deferred tax liability (9,349
Due to related part (7,962
$ 126,02
1) Acquired intangible assets have estimated usefes lof between 1 and 5 years.

The following unaudited pro forma infornmati presents a summary of the operating resultshef Gompany for the year enc
December 31, 2010, as if the Company had acquiity€al as of January 1, 2010 (in thousands).

Groupon, Inc.
Pro Forma
Combined
2010
Revenue $ 721,78:
Loss from operation (440,95
Net loss (434,239
Less: Net loss attributable to noncontrolling
interests 27,98¢
Net loss attributable to Groupon, In $ (406,257)

Revenue and net loss for CityDeal for thgiqel from May 16, 2010 to December 31, 2010 wag2%2million and $126.6 millio
respectively.

Qpod.inc Acquisition

In August 2010, the Company acquired Qmad(iQpod"), a Japanese corporation establishellire 2010, which operates a collec
buying power business that provides daily deals @rithe marketing services substantially similathe Company. Headquartered in Tol
Japan, Qpod launched
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3. ACQUISITIONS (Continued)

its daily deals services in July 2010. As a resfithe acquisition, the Company believes it haaldithed a significant presence in the Jape
market by increasing its subscriber base, gaineddQ@panagement's local expertise in establishing veavdor relationships, and obtainec
assembled workforce that has knowledge of the ingus

Under the terms of the purchase agreenttfeCompany acquired approximately 55.1% of thal iessued and outstanding capital stoc
Qpod in exchange for $10.2 million in cash. In emgtion with the acquisition, the Company entergd an agreement with certain founc
members and other shareholders of Qpod, which gedvihe Company with call rights that allow it teyba percentage of the remaining sh
of Qpod. Exercising all of the call rights wouldtiéle the Company to an aggregate of up to 90%hefdutstanding capital stock of Qp
Additionally, the remaining Qpod shareholders hpuerights to sell their outstanding capital steéekhe Company in the event of an ini
public offering of the Company, subject to certaimditions, which if exercised in full, would gitke Company up to an aggregate of 90!
the outstanding capital stock of Qpod. Managemetgrchined that Qpod is not a variable interestyatid therefore consolidated Qpod ul
the traditional voting interest model since the @amy has a controlling financial interest in Qpad &he noncontrolling interest holders |
not have the right to vote on any ordinary courfSeusiness decisions.

The acquisition was accounted for usingphrchase method of accounting and the operatib@pod were included in the consolide
financial statements from the date of the acqoisitiThe purchase price and fair value of the notmodimg interest were allocated to -
tangible assets and intangible assets acquirediapitities assumed based on their estimated falues on the acquisition date, with
remaining unallocated amount recorded as goodiile fair value assigned to identifiable intangibksets acquired and the noncontro
interest was determined using an income approackubscriber relationships and trade names, aam®oach for vendor relationships
developed technology and assuming a discount & dd control to value the noncontrolling intereBurchased identifiable intangible as
are amortized on a straight-line basis over thegpective useful lives, which range from one te fpears.
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3. ACQUISITIONS (Continued)

The following table summarizes the allogatiof the purchase price of $10.2 million and the falue of noncontrolling interest
$8.5 million as of the acquisition date (in thouds)n Goodwill of $7.0 million represents the premithe Company paid over the fair valu
the net tangible and intangible assets it acquikeshe of the goodwill is deductible for tax purpsse

Description Fair Value
Net working capital (including cash of $11.0 miilixc $ 10,38¢
Property and equipment, r 31
Goodwill 7,031
Intangible assetd):
Vendor relationship 20C
Developed technolog 60
Trade name 20
Subscriber relationshig 1,00C
$ 18,72¢
1) Acquired intangible assets have estimated usefes lof between 1 and 5 years.

The following unaudited pro forma infornmatipresents the operating results of the Companthéyear ended December 31, 2010,
the Company had acquired Qpod as of January 1, @18ousands).

Groupon, Inc.
Pro Forma
Combined
2010
Revenue $ 713,63(
Loss from operation (421,97°)
Net loss (415,057
Less: Net loss attributable to noncontrolling
interests 23,74¢
Net loss attributable to Groupon, In $ (391,300

The noncontrolling interest is redeemalil¢ha option of the holder as of December 31, 20k® Company recorded $11.6 millior
"Additional paidin capital" to adjust the noncontrolling interest its redemption value as of December 31, 2010. ther year ende
December 31, 2010, there was $20.3 million of te¢ Inss and $0.2 million of other comprehensiveome related to foreign currer
translation attributed to Qpod.

The revenue and net loss for Qpod for #mop from August 12 to December 31, 2010 was $&1liBon and $45.0 million, respectively.
Other Acquisitions

In 2010, the Company acquired certain otii@ities (excluding CityDeal and Qpod) for an aggte purchase price of $34.8 milli
consisting of $16.8 million in cash and the isswant shares of the Company's voting common stoakuéd at $18.0 million). The prime
reasons for these acquisitions were to establislCibmpany's presence in selected Asia Pacific atith American markets, by strategici
expanding into new geographies and increasing tmepany's subscriber base, to obtain an assembled
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3. ACQUISITIONS (Continued)

workforce that has experience and knowledge ofritlastry, and to gain local expertise in establighiew vendor relationships. In additi
the Company acquired two U.Based businesses that specialize in local markegngces and developing mobile technology to lesipan:
and advance the Company's product offerings.

The acquisitions were accounted for using purchase method of accounting and the operatibrikese acquired companies w
included in the consolidated financial statememtsnfthe date of the acquisition. The purchase paicé fair value of the noncontrolli
interests were allocated to the tangible and irtdegassets acquired and liabilities assumed basetheir estimated fair values on tt
corresponding acquisition date, with the remainingllocated amount recorded as goodwill. The falue assigned to identifiable intang
assets acquired and noncontrolling interest wasradéed using an income approach for subscribetiogiships and trade names, a
approach for vendor relationships and developeldniglogy and assuming a discount for lack of contoovalue the noncontrolling intere
Purchased identifiable intangible assets are apmatton a straightne basis over their respective useful lives, whiange from one to fi
years.

The following table summarizes the allogatof the combined purchase price of $34.8 milkol the fair value of noncontrolling inter
of $4.2 million as of the acquisition date (in tsands). Goodwill of $21.5 million represents therpium the Company paid over the fair v
of the net tangible and intangible assets it aegliiNone of the goodwill is deductible for tax posps.

Description Fair Value
Net working capital (including cash of $14.1 miilic $ 11,54«
Property and equipment, r 26€
Goodwill 21,46¢
Intangible assetd):
Vendor relationship 29C
Developed technolog 92(
Trade name 11C
Subscriber relationshig 4,39(
$ 38,98
1) Acquired intangible assets have estimated usefes lof between 1 and 5 years.

The financial effect of these acquisitiomglividually and in the aggregate, was not matadahe consolidated financial statements.
forma results of operations have not been presdigeduse the effects of these business combinatiatigidually and in the aggregate, w
not material to the consolidated results of operatias most of the acquisitions were start-up lessies.

Certain of the noncontrolling interests aedeemable at the option of the holders as of Dbee 31, 2010. The Company attribt
$2.0 million of the net loss to the noncontrollimgerests and recorded $0.9 million in "Additiopalidin capital" to adjust the noncontrolli
interests to their redemption value as of DecerBthef010.
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4. GOODWILL AND OTHER INTANGIBLE ASSETS
The following summarizes the Company's gathéctivity in 2010 (in thousands):

North America International Consolidated

Balance as c

December 31,

2009 $ — $ — $ =
Goodwill related tc

the CityDeal

acquisition — 94,99 94,99:
Goodwill related tc

the Qpod.inc

acquisition — 7,031 7,031
Goodwill related tc

other acquisition 19,60¢ 1,85¢ 21,46¢
Other adjustment

@ — 8,551 8,551
Balance as c

December 31,

2010 $ 19,60 $ 112,43 $ 132,03¢

1) Includes changes in foreign exchange rates for giod

The following summarizes the Company's pihangible assets (in thousands):

As of December 31, 200 Weighted-
Average
Gross Remaining
Carrying Accumulated Net Carrying Useful Life
Asset Category Value Amortization Value (in years)
Subscribe
relationsh $ — $ — 3 — 3 —
Merchant
relationsh — — — —
Trade name — — — —
Developec
technolog — — — —
Other
intangible
assets 27C 31 23¢ 4.4
$ 27C $ 31 $ 23¢ 4.4
As of December 31, 201 VXeighted-
verage
Gross Remaining
Carrying Accumulated Net Carrying Useful Life
Asset Category Value Amortization Value (in years)
Subscribe
relationsh $ 36,38¢ $ 3,76C $ 32,62¢ 4.5
Merchant
relationsh 6,78¢ 3,801 2,98¢ 0.5
Trade name 5,61¢ 3,23( 2,38¢ 04
Developed
technolog 2,05¢ 39t 1,65¢ 1.6
Other

intangible



assets 1,267 1583 1,11( 3.8
$ 52,11« % 11,33¢ $  40,77¢ 3.8

Amortization expense for these intangitdeeds was less than $0.1 million and $11.0 milfmmthe years ended December 31, 200¢
2010, respectively. There was no amortization egpeacorded in
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4. GOODWILL AND OTHER INTANGIBLE ASSETS (Continued)

2008 since all intangible assets were acquired0i@92and 2010. The following summarizes the Compaegtimated future amortizat
expense of these intangible assets as of Decemb@030 (in thousands):

Year Ended December 2

2011 $ 14,10¢
2012 8,11(
2013 7,481
2014 7,44¢
2015 3,62¢

$ 40,77¢

5. PROPERTY AND EQUIPMENT, NET

The following summarizes the Company's prgpand equipment, net as of December 31 (in thods):

2009 2010
Furniture and fixture $ 25¢ $ 6,691
Leasehold improvemen — 5,23:
Computer hardware and ott — 3,39¢
External softwart 33 1,767
Office and telephone equipme 57 1,40¢
Property and equipme 34¢ 18,49¢
Less: accumulated depreciation ¢

amortization (74) (2,005)
Property and equipment, r $ 274 $ 16,49(

Depreciation expense on property and egemgnwas less than $0.1 million for the years enBedember 31, 2008 and 2009
$1.9 million for the year ended December 31, 2010.

6. ACCRUED EXPENSES

The following summarizes the Company's aedrexpenses as of December 31(in thousands):

2009 2010
Marketing $ 57z $ 48,24«
Refunds reserv 2,932 13,93¢
Payroll and benefit 337 12,18
Customer reward 19¢ 8,33:
Rent 26 3,16¢
Credit card fee 301 2,50(
Professional fee — 2,341
Other 46¢ 7,611

$ 4,836 $ 98,32
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7. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company has entered into various camcelable operating lease agreements, primaritgrany certain of its offices throughout
world, with original lease periods expiring betwe2®ll and 2017. Rent expense under these opelatisgs was less than $0.1 mill
$0.2 million and $3.7 million for the years endedcdember 31, 2008, 2009 and 2010, respectively.

Certain of these arrangements have renewekpansion options and adjustments for marketigians, such as free or escalating |
monthly rental payments. The Company recognizesae®pense under such arrangements on the stiagighbasis over the initial term of 1
lease. The difference between the straight-lineeagp and the cash paid for rent has been recosdégeferred rent.

The Company is responsible for paying itspprtionate share of the actual operating expeasdgseal estate taxes under certain of 1
lease agreements. These operating expenses dreluoed in the table below. At December 31, 2GL@yre payments under operating lei
(including rent escalation clauses) were as follfwshousands):

Year Ended December 3

2011 $ 10,78(

2012 6,05¢

2013 3,96/

2014 3,20(¢

2015 3,067
Thereaftel 3,62
$ 30,69(

Purchase Obligations

The Company entered into a reamcelable service contract, primarily covering keting services, which expires in 2012.
December 31, 2010, future payments under this actntal obligation were as follows (in thousands):

Year Ended December 3

2011 $ 90¢€

2012 227

2013 —

2014 —

2015 —
Thereaftel —
$ 1,13¢

Letter of Credit

The Company is contingently liable underiraevocable letter of credit. The letter of creditin lieu of a security deposit and is requ
under a sublease agreement, which began in Aptid20he letter of credit, which is included in attm@n-current assets and prepaid expe
and other current assets on the
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7. COMMITMENTS AND CONTINGENCIES (Continued)
consolidated balance sheet at December 31, 200Daceimber 31, 2010, respectively, is for $0.2 wrlland expired on June 1, 2011.
Legal Matters

The Company currently is involved in sevVealigputes or regulatory inquiries, including suitg its customers (individually or as cl
actions) alleging, among other things, violatiortttd Credit Card Accountability, Responsibility aDisclosure Act and state laws goverr
gift cards, stored value cards and coupons, vanatof unclaimed and abandoned property laws asldtions of privacy laws. The numbel
these disputes and inquiries is increasing. Anymdaor regulatory actions against the Company, kdretmeritorious or not, could be ti
consuming, result in costly litigation, damage aigarinjunctive relief or increased costs of doingsibhess through adverse judgmen
settlement, require the Company to change its kssipractices in expensive ways, require signifieamounts of management time, resu
the diversion of significant operational resourcestherwise harm the Company's business.

In addition, third parties have from time time claimed, and others may claim in the futuhgt the Company has infringed tt
intellectual property rights. The Company is subjex intellectual property disputes, and expeciat tit will increasingly be subject
intellectual property infringement claims as itsvéges expand in scope and complexity. The Comgeas/in the past been forced to liti¢
such claims. The Company may also become more raliteeto thirdparty claims as laws such as the Digital Millenni@opyright Act ar
interpreted by the courts, and as the Company besa@ubject to laws in jurisdictions where the ulyieg laws with respect to the poten
liability of online intermediaries are either unateor less favorable. The Company believes thaitiaddl lawsuits alleging that it has viola
patent, copyright or trademark laws will be filegainst it. Intellectual property claims, whetherrittgious or not, are time consuming
costly to resolve, could require expensive chamgéise Company's methods of doing business, ordcagduire it to enter into costly royalty
licensing agreements.

From time to time, the Company may becoragypto additional litigation incident to the ordity course of business. The Comg
assesses the likelihood of any adverse judgmentsitoomes with respect to these matters and detesrioss contingency assessments
gross basis after assessing the probability ofrmreciee of a loss and whether a loss is reasonakiipa&ble. In addition, the Company consi
other relevant factors that could impact its apilti reasonably estimate a loss. A determinatiothefamount of reserves required, if any
these contingencies is made after analyzing eadctem@he Company's reserves may change in theefutue to new developments or chai
in strategy in handling these matters. Although rksults of litigation and claims cannot be preglictvith certainty, the Company currel
believes that the final outcome of these matteflsnet have a material adverse effect on its bussneonsolidated financial position, result
operations, or cash flows. Regardless of the ougcditigation can have an adverse impact on the gzomy because of defense and settle
costs, diversion of management resources and fatbers.

Indemnifications

In the normal course of business to fat#ittransactions related to its operations, the @my indemnifies certain parties, incluc
lessors and from time to time merchants with resfmecertain matters. The Company has agreed tb ¢eattain parties harmless against lo
arising from a breach of representations or covesnan other claims made against certain partibes& agreements may limit the
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time within which an indemnification claim can bade and the amount of the claim. In addition, tben@any has entered into indemnifica
agreements with its officers and directors, andolaws contain similar indemnification obligatiottsagents.

It is not possible to determine the maximpatential amount under these indemnification agesgs due to the limited history of pi
indemnification claims and the unique facts anduwinstances involved in each particular agreemeistotically, the payments that 1
Company has made under these agreements have dhat imaterial impact on the operating results, fifgnposition, or cash flows of t
Company.

8. STOCKHOLDERS' EQUITY (DEFICIT)

ThePoint.com, a Delaware LLC, sold an aggre amount of 159,895,998 common units in 2006 200 to certain equity holdt
including members of management and the BoardXd¥ fillion, and used the proceeds from the salevfirking capital and general corpor
purposes. On January 15, 2008, these equity hotdetsibuted to the Company all of the outstandimgmbership interests in ThePoint.cor
exchange for equity interests in the Company, ahdPbint.com merged with and into the Company with €ompany surviving as 1
surviving corporation.

Common Stock

The Board has authorized two classes ofneomstock, voting and noweting. At December 31, 2010, there were 500,00D,80¢
100,000,000 shares authorized and there were 162@1 and 5,079,896 shares outstanding of votimd monvoting common stoc
respectively. The rights of the holders of votinglanonvoting common stock are identical, except with eztfgo voting. Each share of vot
common stock is entitled to one vote per shareenfieé nonvoting common stock has no voting rights, excepteaglired by law. Shares
nonvoting common stock automatically convert into gsaof voting common stock immediately upon the iolpf a firmly underwritte
public offering covering the offer and sale of coomstock for the Company's account (an "initial lpubffering”). Voting and nonvoting
common stock are collectively referred to as comstock throughout the notes to these financiakstahts unless otherwise noted.

In May 2010, the Board approved a resotutm effect a three-foone stock split of the Company's common stock witcorrespondir
change to the par value. The stock split becanex®@fe in August 2010. The Board also approved @&ftw-one stock split of the Compan
common stock in December 2010 with no correspondimange in par value, which became effective irudan2011. All common she
numbers and per share amounts for all periods ptegdave been adjusted retroactively to refleth loe three-for-one and the two-fone
stock split.

The Company issues stdeksed awards to its employees in the form of stqtions, restricted stock units and restricted lstadl of
which have the potential to increase the outstgndirares of common stock in the future. See Nd&t&k-Based Compensation.”

Upon any liquidation, dissolution or windiup of the Company (a "liquidation event"), thenegning assets of the Company will
distributed ratably among all preferred and commstockholders only after the payment of the fulli€eG Convertible Preferred St
("Series G Preferred") liquidation preference o5& million has been satisfied.
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Convertible Preferred Stock

The Company authorized 199,998 shares deESB Convertible Preferred Stock ("Series B Rref#!"), 6,560,174 shares of Serie
Convertible Preferred Stock ("Series D Preferred;306,160 shares of Series E Convertible Prefestedk ("Series E Preferred"), 4,202,
shares of Series F Convertible Preferred Stockri@S& Preferred") and up to 30,075,690 sharexneéSG Preferred. The Series B Prefe
Series D Preferred, Series E Preferred, Serieeferfed and Series G Preferred, collectively, aferenced below as the "Series Prefer
The rights, preferences, privileges, restrictiond ather matters relating to the Series Preferredsa follows:

Series B Preferre(

In 2007, the Company authorized the salkiasuance of 199,998 shares of Series B Preféoreléss than $0.1 million, and used
proceeds from the sale for working capital and ganeorporate purposes. There were 199,998 shatstanding at December 31, 2009
2010, respectively. The holders of Series B Pretewere entitled to annual dividends payable ata of 6% of the Series B Preferred orig
issue price. The dividends were cumulative andusztifrom the date of issue while the shares weateemable at the option of the hold
These dividend rights were subsequently rescindethé Board in December 2010. As of December 309284nd 2010, there was less t
$0.1 million of accrued preferred dividends dueStries B Preferred holders. The Company recordedadtierued dividends as a reductio
"Additional paid-in capital" or "Accumulated defici The holders of Series B Preferred also ardledtio receive, on an asnverted to votin
common stock basis, any other dividend or distiidsutvhen, as and if declared by the Board, paiiig equally with the holders of comn
stock and the holders of Series Preferred.

Holders of Series B Preferred are entittiethe number of votes equal to the product obthime multiplying (i) the number of shares
voting common stock into which their shares of &B Preferred could be converted and (ii) 15Caddition, the Series B Preferred holc
are entitled to receive, upon a liquidation evém, amount that would have been received if alteshaf Series Preferred had been conv
into voting common stock immediately prior to suiduidation event, only after the payment of thedl fBeries G Preferred liquidati
preference has been satisfied. If, upon the lidindaevent, the assets of the Company are insafftdio fully pay the amounts owed to Serit
Preferred holders, all distributions would be meatably in proportion to the full amounts to whigteferred and common stockholders wi
have otherwise been entitled. In the event thatGbmpany is a party to an acquisition or assetsfeaneach holder of Series B Preferre
entitled to receive the amount of cash, securitesther property to which such holder would bétlenl to receive in a liquidation event.

Each share of Series B Preferred shallnaatically be converted into shares of voting commstotk upon the earliest of the follow
events to occur: (i) holders of at least 50% of thstanding shares of Series B Preferred congemat ¢onversion, or (i) upon any si
assignment, transfer, conveyence, hypothecatiarthar disposition of any legal or beneficial intgran such shares, whether or not for v
and whether voluntary or involuntary or by openatif law, subject to certain exceptions. The nuntdfeshares of voting common stock
which a Series B Preferred stockholder is entitipdn conversion is calculated by multiplying theplagable conversion rate then in efi
(currently 6.0) by the number of Series B Prefeishdres to be converted. The conversion rate ®iSeries B Preferred shares is subje
change in accordance with adilution provisions contained in the agreement witbse holders. More specifically, the conversioiceis
subject to adjustment to prevent dilution on a \Wtgd-average basis in the event that the Company issldifonal shares of common stocl
securities

F-24




Table of Contents

GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

8. STOCKHOLDERS' EQUITY (DEFICIT) (Continued)

convertible or exercisable for common stock at eclpase price less than the then effective convergi@ce. As of December 31, 2009 .
2010, 1,199,988 shares of voting common stock whalee been required to be issued assuming conuersiall of the issued and outstanc
shares of Series B Preferred.

The Company evaluated various componentshef Series B Preferred, including redemption fesstu dividend and voting righ
protective covenants and conversion rights. The @ concluded that the Series B Preferred wasmdble at the option of the holde
December 31, 2009 and classified the Series B Peefén mezzanine equity. The Series B Preferresl mad adjusted to its redemption ve
because it was not probable the holders would radgeDecember 31, 2009. The Company subsequeriialeated its conclusion due to
elimination of the holders' redemption rights incember 2010, and determined that the Series B fredfshould be classified as an eq
instrument as of December 31, 2010.

Series D Preferres

In January 2008, the Company authorizeds#e and issuance of 6,560,174 shares of Serigreferred for $4.8 million in gross proce
(or $4.7 million, net of issuance costs), and utteddproceeds from the sale for working capital gaderal corporate purposes. There
6,560,174 shares and 6,258,297 shares outstandideramber 31, 2009 and 2010, respectively. Thadnslof Series D Preferred were enti
to annual dividends payable at a rate of 6% ofSbees D Preferred original issue price. The dindewere cumulative and accrued from
date of issue while the shares were redeemableeatftion of the holder. These dividend rights warbsequently rescinded by the Boar
December 2010. As of December 31, 2009 and 20&0a¢lkrued preferred dividends due to Series D Regfdnolders were $0.6 million a
$0.8 million, respectively. The Company recordeel &lecrued dividends as a reduction to "Additiorsadifin capital" or "Accumulated deficit
The holders of Series D Preferred also are entittedeceive, on an anverted to voting common stock basis, any otheidend o
distribution when, as and if declared by the Bopatticipating equally with the holders of commaaock and the holders of Series Preferred.

Holders of Series D Preferred are entitiethe number of votes equal to the number of shaferoting common stock into which tk
shares of Series D Preferred could be convertedddition, the Series D Preferred holders areledtib receive, upon a liquidation event,
amount that would have been received if all shafe3eries Preferred had been converted into vatolgmon stock immediately prior to st
liquidation event, only after the payment of th# fieries G Preferred liquidation preference hasnbsatisfied. If, upon the liquidating eve
the assets of the Company are insufficient to fpfly the amounts owed to Series D Preferred holdémdistributions would be made ratabl
proportion to the full amounts to which preferrediacommon stockholders would have otherwise beétiezh In the event that the Comp:
is a party to an acquisition or asset transferhdaalder of Series D Preferred is entitled to reeg¢he amount of cash, securities, or ¢
property to which such holder would be entitleddoeive in a liquidation event.

Each share of Series D Preferred shallmaatically be converted into shares of voting comrstotk upon the earliest of the follow
events to occur: (i) holders of at least 50% ofdhéstanding shares of Series D Preferred consemiconversion, or (ii) immediately upon
closing of an initial public offering. The numbef shares of voting common stock to which a Serid8rBferred stockholder is entitled uj
conversion is calculated by multiplying the appligaconversion rate then in effect (currently @@}he number of Series D Preferred shar
be converted. The conversion rate for the
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Series D Preferred shares is subject to changedordance with antililution provisions contained in the agreement witbse holders. Mo
specifically, the conversion price is subject tguatinent to prevent dilution on a weightaderage basis in the event that the Company i
additional shares of common stock or securitiesvedible or exercisable for common stock at a pasehprice less than the then effec
conversion price. As of December 31, 2009 and 2finumber of shares of voting common stock thaildrhave been required to be iss
assuming conversion of all of the issued and ontltey shares of Series D Preferred was 39,361,0d84,549,782 respectively.

The Company evaluated various componentshef Series D Preferred, including redemption fesstu dividend and voting righ
protective covenants and conversion rights. The @om concluded that the Series D Preferred wasredble at the option of the holde
December 31, 2009 and classified the Series D fPeefén mezzanine equity. The Series D Preferresl med adjusted to its redemption ve
because it was not probable the holders would radgeDecember 31, 2009. The Company subsequeriialeated its conclusion due to
elimination of the holders' redemption rights ind@mber 2010, and determined that the Series D fredfshould be classified as an eq
instrument as of December 31, 2010.

Series E Preferre(

In November 2009, the Company authorizesd shle and issuance of 4,406,160 shares of SefsfErred for $30.0 million in grc
proceeds (or $29.9 million, net of issuance costs), used $26.4 million of the proceeds from tHe gafund a dividend paid to holders of
Company's capital stock on a pata basis and the remainder for working capital general corporate purposes. The Company recadhd
dividend payments as a reduction to "Accumulatditidé and to a lesser extent, "Additional pdideapital.” There were 4,406,160 shares
4,127,653 shares outstanding at December 31, 2002@10, respectively. The holders of Series EdPrefl were entitled to annual divide
payable at a rate of 6% of the Series E Preferrigiihal issue price. The dividends were cumulatvel accrued from the date of issue. T
dividend rights were subsequently rescinded byBbard in December 2010. As of December 31, 2009 201D, the accrued prefer
dividends due to Series E Preferred holders wer2 #lion and $0, respectively. The holders ofi€eiE Preferred also are entitled to rect
on an assonverted to voting common stock basis, any othadend or distribution when, as and if declaredthg Board, participating equs
with the holders of common stock and the holderSarfes Preferred.

Holders of Series E Preferred are entittethe number of votes equal to the number of shaferoting common stock into which tk
shares of Series E Preferred could be convertedddition, the Series E Preferred holders areledttb receive, upon a liquidation event,
amount that would have been received if all shafe3eries Preferred had been converted into vatolgmon stock immediately prior to st
liquidation event, only after the payment of th# fieries G Preferred liquidation preference hasnbsatisfied. If, upon the liquidating eve
the assets of the Company are insufficient to fpdy the amounts owed to Series E Preferred hgldimdistributions would be made ratabl
proportion to the full amounts to which preferredlacommon stockholders would have otherwise beétiezh In the event that the Comp:
is a party to an acquisition or asset transferhdaader of Series E Preferred is entitled to nee¢he amount of cash, securities, or ¢
property to which such holder would be entitleddoeive in a liquidation event.
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Each share of Series E Preferred shallnaatically be converted into shares of voting commstatk upon the earliest of the follow
events to occur: (i) holders of at least 50% ofdhestanding shares of Series E Preferred congemtbnversion, or (i) immediately upon
closing of an initial public offering. The numbef ghares of voting common stock to which a Seridar&ferred stockholder is entitled uj
conversion is calculated by multiplying the appiiaconversion rate then in effect (currently @@)Yhe number of Series E Preferred shar
be converted. The conversion rate for the SeriBsefferred shares is subject to change in accordaitieeanti-dilution provisions contained
the agreement with those holders. More specificalig conversion price is subject to adjustmenprevent dilution on a weightesiverag
basis in the event that the Company issues addltisimares of common stock or securities convertiblexercisable for common stock
purchase price less than the then effective coirerwice. As of December 31, 2009 and 2010, thaber of shares of voting common st
that would have been required to be issued assuoaimgersion of all of the issued and outstandirayesh of Series E Preferred was 26,43€
and 24,765,918, respectively.

The Company evaluated various componentiseoSeries E Preferred, including redemption festudividend and voting rights, protec
covenants and conversion rights. The Company cdeduhat the Series E Preferred was redeemabléeabption of the holders
December 31, 2009 and classified the Series E fPeefén mezzanine equity. The Series E Preferresl mad adjusted to its redemption ve
because it was not probable the holder would redseBecember 31, 2009. The Company subsequentialieted its conclusion due to
elimination of the holders' redemption rights incember 2010, and determined that the Series E rRrdfshould be classified as an eq
instrument as of December 31, 2010.

Series F Preferrec

In April 2010, the Company authorized théesand issuance of 4,202,658 shares of SeriesfErRrd for $135.0 million in gross proce
(or $134.9 million, net of issuance costs), anddu£19.9 million of the proceeds from the saleddeem shares of its outstanding com
stock held by certain shareholders and the remaifodevorking capital and general corporate purpogdl shares of Series F Preferred v
outstanding at December 31, 2010. The holders néSE Preferred were not entitled to annual pretedividends, but are entitled to rece
on an assonverted to voting common stock basis, any othadend or distribution when, as and if declaredthg Board, participating equs
with the holders of common stock and the holderSarfes Preferred.

Holders of Series F Preferred are entittethe number of votes equal to the number of shafesoting common stock into which tk
shares of Series F Preferred could be convertedddiition, the Series F Preferred holders areledtib receive, upon a liquidation event,
amount that would have been received if all shafe3eries Preferred had been converted into vatolgmon stock immediately prior to st
liquidation event, only after the payment of th# fieries G Preferred liquidation preference hasnbsatisfied. If, upon the liquidating eve
the assets of the Company are insufficient to fplly the amounts owed to Series F Preferred hold#mistributions would be made ratabl
proportion to the full amounts to which preferredlacommon stockholders would have otherwise beétiezh In the event that the Comp:
is a party to an acquisition or asset transferndaader of Series F Preferred is entitled to neee¢he amount of cash, securities, or ¢
property to which such holder would be entitleddoeive in a liquidation event.
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Each share of Series F Preferred shallnaatically be converted into shares of voting comrmstotk upon the earliest of the follow
events to occur: (i) holders of at least 50% of dbestanding shares of Series F Preferred congemtbnversion, or (i) immediately upon
closing of an initial public offering. The numbef shares of voting common stock to which a Seriéxéferred stockholder is entitled uj
conversion is calculated by multiplying the apgiileaconversion rate then in effect (currently G@)the number of Series F Preferred shar
be converted. The conversion rate for the SeriBsefferred shares is subject to change in accordaiticeanti-dilution provisions contained
the agreement with those holders. More specificalig conversion price is subject to adjustmenprevent dilution on a weightesiverag
basis in the event that the Company issues addltisimares of common stock or securities convertiblexercisable for common stock
purchase price less than the then effective comrensrice. As of December 31, 2009 and 2010, 2524 shares of voting common st
would have been required to be issued assumingecsion of all of the issued and outstanding shaf&eries F Preferred.

Series G Preferre:

In December 2010, the Company authorizedsidle of 30,075,690 shares of Series G Prefemddtee initial issuance of 14,245 (
shares of Series G Preferred for $450.0 milliorginss proceeds (or $449.7 million, net of issuacests), and used $438.3 million of
proceeds from the sale to redeem shares of it¢éamualilg common stock and preferred stock held Iofaizeshareholders and the remainde
working capital and general corporate purposesisalied shares of Series G Preferred were outsigradiDecember 31, 2010. The holdel
Series G Preferred are not entitled to annual mededividends, but are entitled to receive, oraagonverted to voting common stock be
any other dividend or distribution when, as andetlared by the Board, participating equally witk holders of common stock and the hol
of Series Preferred.

Holders of Series G Preferred are entittethe number of votes equal to the number of shafesoting common stock into which tk
shares of Series G Preferred could be convertedddiition, the Series G Preferred holders areledtibefore any distribution or paymen
made upon any Series B Preferred, Series D PrdfeBeries E Preferred, Series F Preferred or constamk, to be paid an amount per s
equal to 100% of the Series G Preferred originalepmplus all declared but unpaid dividends onSeeies G Preferred. If, upon the liquida
event, the assets of the Company are insufficeralty pay the amounts owed to Series G Prefeh@ders, all distributions would be m:
ratably in proportion to the full amounts to whiSkries G Preferred holders would have otherwise keétled. In the event that the Comp
is a party to an acquisition or asset transferhdaalder of Series G Preferred is entitled to neeeéhe amount of cash, securities, or ¢
property to which such holder would be entitleddoeive in a liquidation event.

Each share of Series G Preferred shallnaatically be converted into shares of voting comrstotk upon the earliest of the follow
events to occur: (i) holders of at least 50% ofdhéstanding shares of Series G Preferred consemtonversion, or (ii) immediately upon
closing of an initial public offering. The numbef ghares of voting common stock to which a Serig8r&ferred stockholder is entitled u
conversion is calculated by multiplying the appligaconversion rate then in effect (currently 2@Yhe number of Series G Preferred shar
be converted. The conversion rate for the Seri®&se®erred shares is subject to change in accordaitieeanti-dilution provisions contained
the agreement with those holders. More specificalig conversion price is subject to adjustmenprevent dilution on a weightealverag
basis in the event that the Company issues addltgirares of common
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stock or securities convertible or exercisable dommon stock at a purchase price less than the éffective conversion price. As
December 31, 2010, 28,490,036 shares of voting camstock would have been required to be issuedvdaaguconversion of all of the isst
and outstanding shares of Series G Preferred.

Stock Repurchase Activity

In April 2010 and December 2010, the Boauthorized the Company to repurchase shares chjigal stock held by certain holde
using a portion of the proceeds from the sale ofeSd~ Preferred and the sale of Series G Preferesgectively. The Company repurche
46,664,328 shares of common stock for $503.2 millwhich was recorded as "Treasury stock," and 3RDshares of preferred stock
$55.0 million, which was recorded as a reductiotAdditional paid-in capital," on the consolidatledlance sheet at December 31, 2010.

9. STOCK-BASED COMPENSATION
Groupon, Inc. Stock Plans

In January 2008, the Company adopted thePdimt.com 2008 Stock Option Plan, as amended'20@8 Plan"), under which options
up to 32,309,250 shares of common stock were aattto be issued to employees, consultants, aedtdrs of ThePoint.com, which is n
the Company. In April 2010, the Company establistied Groupon, Inc. 2010 Stock Plan, as amended"20&0 Plan"), under which stc
options and restricted stock units ("RSUs") for top7,000,000 shares of nmoting common stock were authorized for future &@wse ti
employees, consultants and directors of the Comp@hg 2008 Plan and the 2010 Plan (the "Plans")adreinistered by the Board, w
determine the number of awards to be issued, thesmonding vesting schedule and the exercise fwiceptions. As of December 31, 20
1,997,700 shares were available for future issuaimcker the Plans. In addition to the Plans, the @om has issued stock options, restri
stock and RSUs that are governed by employmeneaggpts, some of which are still unvested and aud@tg.

Stock Options

The exercise price of stock options gransedqual to the fair market value of the undedystock on the date of grant. The contrac
term for stock options expires ten years from thengdate. Stock options generally vest over aetlmefouryear period, with 25% of tl
awards vesting after one year and the remaind#reowards vesting on a monthly basis thereaftee. fair value of stock options on the ¢
of grant is amortized on a straight-line basis dherrequisite service period.
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The table below summarizes the stock opmictivity during the years ended December 31, 28089 and 2010:

Weighted-
Average
Weighted- Remaining Alggirﬁgiite
Average Contractual value (in
Exercise Term (in
Options Price years) thousands)®
Outstanding at December 31, 2( 1,656,000 $ 0.0z 9.4C $ =
Grantec 1,110,000 $ 0.0Z 9.72
Exercisec (60,000 $ 0.0Z 8.5(C
Forfeited — — —
Outstanding at December 31, 2( 2,706,000 $ 0.0z 89/ § 66
Grantec 7,245,000 $  0.17 9.5¢
Exercisec (2,010,49) $ 0.0 8.1¢
Forfeited (942,000 $  0.1C 9.31
Outstanding at December 31, 2( 6,998,50. $ 0.1¢ 9.3t $ 6,274
Grantec 8,765,200 $  3.0¢ 9.32
Exercisec (1,214,33) $ 0.1¢ 7.7¢
Forfeited (816,519 $ 0.27 8.5¢
Outstanding at December 31, 2( 13,732,85 $ 2.0C 9.0C $ 189,40t
Exercisable at December 31, 2( 1,73357. $ 0.2¢€ 8.4: $ 26,87:
(@) The aggregate intrinsic value of options outstagdimd exercisable represents the total pretaxngitrivalue (the difference between the fair valfieha

Company's stock on the last day of each fiscal gedrthe exercise price, multiplied by the numbesptions where the exercise price exceeds thesédire) the
would have been received by the option holdersatiamption holders exercised their options as ofé&weber 31, 2008, 2009 and 2010, respecti

The fair value of stock options grantecgstimated on the date of grant using the Black-Bshblerton optiorpricing model. Expecte
volatility is based on historical volatilities faublicly-traded options of comparable companies over theatg#td expected life of the stc
options. The expected term represents the perioiimaf the stock options are expected to be outsigndnd is based on the "simplif
method.” The Company used the "simplified methodé ¢b the lack of sufficient historical exercisdadto provide a reasonable basis L
which to otherwise estimate the expected life ef$tock options. The riskee interest rate is based on yields on U.S. TigaSTRIPS with
maturity similar to the estimated expected lifahe stock options. The weightederage assumptions for stock options granted gluhia year
ended December 31, 2008, 2009 and 2010 are outtineé following table.

2008 2009 2010
Dividend yield — — —
Risk-free interest rat 3.1(% 282% 2.5&%
Expected term (in year 5.9¢ 6.8 6.1
Expected volatility 46% 46% 46%

Based on the above assumptions, the welghterage grant date fair value of stock options tgidduring the years ended Decembe
2008, 2009 and 2010 was $0.01, $0.09 and $1.43ectsely. The
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total fair value of options that vested during thears ended December 31, 2008, 2009 and 2010 wasthan $0.1 million, less th
$0.1 million and $0.3 million, respectively.

Restricted Stock Units

The restricted stock units granted under Rtans vest over a foyear period, with 25% of the awards vesting aftee gear and tt
remaining awards vesting on a monthly basis thegeafhe fair value of restricted stock units oa tlate of grant is amortized on a strailje-
basis over the requisite service period. The falue of restricted stock units that vested duriagheof the years ended December 31, 2
2009 and 2010 was less than $0.1 million.

The table below summarizes activity regagdinvested restricted stock units under the Rdamnisg the years ended December 31, Z
2009 and 2010:

Weighted-

Average Grant
Restricted Date Fair Value

Stock Units (per share)
Unvested at December 31, 2C 2,345,000 $ 0.0z
Granted — % —
Vested (1,000,00) $ 0.0z
Forfeited — 3 —
Unvested at December 31, 2C 1,345,000 $ 0.0z
Granted — % —
Vested (1,180,00) $ 0.0z
Forfeited (82,500 $ 0.0z
Unvested at December 31, 2C 82,50 $ 0.0z
Granted 1,788,301 $ 14.32
Vested (82,500 $ 0.0z
Forfeited — % —
Unvested at December 31, 2C 1,788,301 $ 14.32

Performance Stock Units

In May 2010, the Company issued performastoek units ("PSUs") under the terms of the agesgno acquire Mobly, Inc., a mok
technology company. The Company agreed to issut Uf20,000 PSUs to the previous Mobly shareholdergingent on meeting certi
performancedased operational objectives over the next threesydJpon being granted, the PSUs immediately agstommon stock. Duril
2010, a total 120,000 shares were granted, and®0&hares are still eligible to be granted infthiare based on the performance criteria
discretion of the Board. The Company started raogrdtock compensation expense at the service fiocegate, which began at the dat
acquisition and precedes the grant date. Due teubpective nature of the performance evaluatioa fair value of the PSUs is remeasured
period until the grant date, when stock compensatixpense is adjusted to the grant date fair valbe.total fair value of PSUs that ves
during the year ended December 31, 2010 was $1libmi
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The Company recognized stock compensatquerese of less than $0.1 million, $0.1 million a®id1 million during the years enc
December 31, 2008, 2009 and 2010, respectivelgtaglto awards issued under the Plans and emplayagesements. The corresponding
benefit provided by stock compensation was $0, $olllon and less than $0.1 million for the yearsled December 31, 2008, 2009 and 2
respectively.

As of December 31, 2010, a total of $42illion of unrecognized compensation costs relatedinvested stock options and unve
restricted stock units issued under the Plansgreated to be recognized over the remaining weiyaterage period of four years.

Acquisition-Related Stock Awards

During 2010, the Company made several aitipnis of subsidiaries that resulted in the isseaof additional equitypased awards
employees of the acquired companies.

CityDeal Acquisition

In May 2010, the Company acquired CityDéssle Note 3 "Acquisitions"), which resulted in the issuance of 3,180,115rehaf thi
Company's restricted stock to a trust for curreity[@al employees. The restricted stock vests gugrgenerally over a period of three ye
There were 1,520,925 shares of restricted stoakiggaon the acquisition date at a fair market valu$3.46 per share, which is amortized
straight-line basis over the requisite serviceqekrThese shares are classified in the additiomid-m capital on the consolidated balance sheet

Additional restricted stock was grantedwo separate tranches as part of a contingent @atrpayment related to the achievemer
financial performance targets. Tranche A consigtd,607,341 shares of restricted stock and wasallyitclassified as a liability on tl
consolidated balance sheet due to performance athasdics that resulted in a variable number aireh. Changes in the fair market va
associated with Tranche A restricted stock werendexd as stockased compensation expense within selling, gerardl administrativ
expenses on the statement of operations. Uporesettit and issuance of the restricted stock in Dbeer010, the restricted stock \
reclassified from a liability to additional paid-capital within stockholders' equity (deficit)d®d on the fair market value on the settlement
The adjusted fair value of $13.48 per share alesetint is amortized on an accelerated basis oeeretfjuisite service period.

Tranche B consists of 51,849 shares ofiogstl stock and is classified in additional paiczapital on the consolidated balance sheet
fair value of $3.46 per share for Tranche B restdcstock on the date of grant is amortized oncaelarated basis over the requisite se
period.
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The table below summarizes activity regagdinvested restricted stock issued as part oCihyeal acquisition during the year en
December 31, 2010:

Weighted-
Average Grant
Restricted Date Fair Value
Stock (per share)
Unvested at December 31, 2C — —
Granted 3,180,11' $ 8.52
Vested (960,51() $ 8.52
Unvested at December 31, 2C 2,219,60! $ 8.52

The fair value of restricted stock thatteesduring the year ended December 31, 2010 wasriflion.

The Company recognized stock compensatqrerese of $15.6 million during 2010 related to niegtd stock granted as part of
CityDeal acquisition, none of which provided the ngmany with a tax benefit. As of December 31, 2040total of $11.6 million ¢
unrecognized compensation costs related to unvesstdcted stock are expected to be recognized theeremaining weightedverage peric
of two years.

Subsidiary Awards

The Company made several other acquisitibmigg the year ended December 31, 2010 in whiehstlling shareholders of the acqu
companies were granted RSUs and stock options gldiaby awards") in the Company's subsidiaries.s€hgubsidiary awards were issue
conjunction with the acquisitions as a way to retaid incentivize key employees. They generally wasa quarterly basis for a period of tt
or four years, and dilute the Company's ownersbkiggntage of the corresponding subsidiaries aswéstyover time. The fair market value
the subsidiary shares granted was determined aongermporaneous basis. A significant portion of skksidiary awards are classifiec
liabilities on the consolidated balance sheet duthé¢ existence of put rights that allow the sgllghareholders to put their stock back tc
Company. The liabilities for the subsidiary sharnese remeasured on a quarterly basis, with theebfésstockbased compensation expens
selling, general and administrative expenses orctimsolidated statement of operations. Additionate Company has call rights on mos
the subsidiary awards, which allow it to purchdmeremaining outstanding shares based on conttagteements.

The Company recognized stock compensatiperese of $13.5 million during 2010 related to sdilasy awards, none of which provic
the Company with a tax benefit. As of December&110, a total of $71.8 million of unrecognized ca@mngation costs related to unve:
subsidiary awards are expected to be recognized theeremaining weightedverage period of three years. The amount of ugrézec
compensation costs is management's best estimatsl lmn the current fair market values of each ef ghbsidiaries and could cha
significantly based on future valuations.

Common Stock Valuations

The Company determined the fair value pare of the common stock underlying the stbeked awards through the contemporar
application of a discounted future earnings mouiikilly and then
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a discounted cash flow methodology going forwartliclv was approved by the Board. Stdised awards were granted to employees |
form of stock options, restricted stock units aastricted stock. All such awards granted were ésaote at a price per share equal to the
share fair value of the Company's common stockhendate of grant. Determining the fair value of @@mpany's common stock requi
making complex and subjective judgments. The astfongpused in the valuation models were based turduexpectations combined w
management estimates.

The discounted future earnings method t¢atles the present value of future economic benefitsg a discount rate based on the nat.
the business, the level of overall risk and theeeigd stability of the estimated future economindbiés. The future economic benefits
estimated over a period of years sufficient to hestability of the business, and management expghet€ompany to grow substantially
several years before revenue stabilizes. The dideducash flow method valued the business by digouy future available cash flows
present value at an approximate rate of return.CHsé flows were determined using forecasts ofme@enet income and defee future cas
flow. The discount rate was derived using a Capfitdet Pricing Model for companies in the "expan$istage of development. The Comp
also applied a lack of marketability discount ®eénterprise value, which took into account thaegtments in private companies are less |i
than similar investments in public companies. Thelieherent uncertainty in all of these estimates.

Summarized below are the significant faxtdre Board considered in determining the fair @adfi the common stock underlying
Company's stock-based awards granted to its emgdoye

Fiscal Year 2008

The Company raised $4.7 million in net proceedsnftbe issuance convertible preferred stock in Jan2808 and began operatis
with the launch of its first market in Chicago imember 2008.

Fiscal Year 2009
First Quarter 2009
In the first quarter, the Company continued to gtberChicago market and increase its subscriber. bas
Second Quarter 2009

In the second quarter, the Company launched itscgarin four additional markets (New York, Washiong D.C., San Francisco, ¢
Boston) and the total number of subscribers rosgproximately 0.2 million at June 30, 2009.

Third Quarter 2009

In the third quarter, the Company launched itsisess/in 12 new markets across the United Statedtantbtal number of subscrib
increased to approximately 0.6 million at Septen8ikr2009.

Fourth Quarter 2009

In the fourth quarter, the Company raised $29.%anilin net proceeds from the issuance of conviertizeferred stock in Novemt
2009 and the total number of subscribers incretsed
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approximately 1.8 million at December 31, 2009tes@ompany launched its services in 13 additioraakets across the United States.
Fiscal Year 2010
First Quarter 2010

In the first quarter, the total number of subsastiacreased to approximately 3.4 million as of 8e81, 2010 as the Company launc
its services in 13 new markets across the United Stetesldition, the Company launched its officialo@pon application for the Apg
iPhone and iPod touch, which provides a more caewebuying and redemption process for both conssrmed merchants.

Second Quarter 2010

In the second quarter, the Company raised $134l®min net proceeds from the issuance of conbégtpreferred stock in April 201
The Company also expanded its global presence tm&fiets and 16 countries in Europe and in LatineAca with acquisitions.
addition, the Company acquired a mobile technologmpany in May 2010. The Company also launchedetsices in 20 additior
markets across North America, including Toronto arahcouver, increasing the total number of subsecsibto approximate
10.4 million as of June 30, 2010.

Third Quarter 2010

In the third quarter, the total number of subsashacreased to approximately 21.4 million as gpt8mber 30, 2010 as the Comp
launched its services in 22 new markets acrosshNamterica, including Calgary, Edmonton and OttaMae Company also expanc
its global presence into the Russian FederationJapdn in August 2010. In addition, the Companyabeagrgeting deals to subscrik
based upon their personal preferences and buystgrii

Fourth Quarter 2010

In the fourth quarter, the Company raised $449lianiin net proceeds from the issuance of preféseock in December 2010.
November 2010, the Company expanded its presentieeirisiaPacific region and also acquired Ludic Labs, Ircgompany thi
designs and develops local marketing services. fot@ number of subscribers increased to approxitymab0.6 million as ¢
December 31, 2010 as the Company launched itscesnin 69 additional markets across North Americaluding 12 markets
Canada.
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The table below summarizes the calculatibbasic and diluted net loss per share for thesyeaded December 31, 2008, 2009 and
(in thousands, except share and per share amounts):

Year Ended December 31
2008 2009 2010

Net loss $ (1,542 $ (1,340 $ (413,38¢)
Dividends or

preferred

stock (277) (5,575 (1,362)
Redemption o

preferred

stock in

excess of

carrying

value — — (52,899
Adjustment of

redeemable

noncontrolli

interests to

redemption

value — — (12,424
Preferred stoc

distributions (339 — —
Less: Net los:

attributable

to

noncontrolli

interests — — 23,74¢

Net loss
attributable
to common
stockholder $ (2,15¢) $ (6,91€) $ (456,32()

Net loss per

share:
Weightec-

average

shares

outstanding

for basic

and diluted

net loss per

share@ 166,738,12 168,604,14 171,349,38
Basic anc

diluted net

loss per

share $ (0.0 $ (0.04) $ (2.6€)

(@) Stock options, restricted stock units, performastoek units and convertible preferred shares aténctuded in the calculation of diluted
loss per share for the years ended December 3B, 2009 and 2010 because the Company had a netolossch year. Accordingly, t
inclusion of these equity awards would have hadrgtidilutive effect on the calculation of diluteask per shar¢

The following outstanding equity awards ac included in the diluted net loss per shareuwation above because they would have
an antidilutive effect:

Year Ended December 31,
Antidilutive equity awards 2008 2009 2010




Stock options 2,706,000  6,998,50: 13,732,85

Restricted stock unit 1,345,001 82,50( 1,788,301
Convertible preferre

shares 40,561,03 66,997,99 117,221,67
Performance stock

units — — 600,00(
Total 44,612,03 74,078,99. 133,342,82

11. FAIR VALUE MEASUREMENTS

Fair value is an exit price, representihg amount that would be received to sell an assghi to transfer a liability in an orde
transaction between market participants at the ureasent date. As such, fair value is a matketed measurement that should be deterr
based on assumptions that market participants waédn pricing an asset or a liability.
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To increase the comparability of fair valmeasures, the following hierarchy prioritizes thputs to valuation methodologies usei
measure fair value:

Level 1—Observable inputs that reflect quoted @rigeadjusted) for identical assets or liabiliireactive markets.
Level 2—Include other inputs that are directly mdirectly observable in the marketplace.

Level 3—Unobservable inputs that are supported by littla@market activities. Valuations derived from \a&lan techniques in whit
one or more significant inputs or significant vallidvers are unobservable, such as pricing modidsounted cash flow models ¢
similar techniques not based on market, excharegedor broker-traded transactions.

In determining fair value, the Company usasous valuation approaches within the fair vatneasurement framework. The valua
methodologies used for the Company's instrumentsared at fair value and their classification i ttaluation hierarchy are summari
below:

Cash equivalents—€ash equivalents primarily consisted of highdyed commercial paper and money market funds. tmpan'
classified cash equivalents as Level 1, due ta tledrtterm maturity, and measured the fair value basedjuwted prices in acti
markets for identical assets.

Contingent consideration-Buring the year ended December 31, 2010, the Coynpad obligations to transfer additional comr
stock to the former owners of certain acquireepas of the exchange for control of these acqujrdespecified future operatior
objectives were met. The Company determined theisitipn-date fair value of these contingent liabilitiesséa on the likelihood
contingent earmut payments, as part of the consideration traresieand subsequently remeasured the fair valuegy wsther a cost
income approach that are primarily determined basedhe present value of future cash flows usingrital models. The Compe
classified this financial liability as Level 3, dteethe lack of relevant observable inputs and miaaktivity.

The following table summarizes the Compsiagsets and liabilities that are measured avéhile on a recurring basis (in thousands):

Fair Value Measurement at
Reporting Date Using
Quoted Prices

in Active Significant

Markets for Other Significant

As of Identical Observable  Unobservable
December 31, Assets Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Assets:
Cash

equivale $ 10,50C $ 10,50C $ — $ —
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11. FAIR VALUE MEASUREMENTS (Continued)

Fair Value Measurement at
Reporting Date Using
Quoted Prices

in Active Significant
Markets for Other Significant
As of Identical Observable  Unobservable
December 31, Assets Inputs Inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Assets:
Cash
equivale $ 23,02¢ $ 23,02¢ $ — $ —

There were no changes to the Company'satiatutechniques used to measure asset and Wafalit values on a recurring basis dul
2009 and 2010.

During the year ended December 31, 20 bmpany recorded contingent consideration asgbdite CityDeal acquisition, which w
subsequently remeasured on a recurring basisagttiement occurred in December 2010. As a rethidtCompany recorded a correspon
charge of $204.2 million associated with this oalign, which was reported separately as acquisietated expenses in the consolidi
statement of operations with other acquisitiefated expenses. The charge resulted primarilytaale significant increase in the value of
Company's common stock from the original valuatiate until the date the contingency was settledhAscontingent consideration was se
during 2010, no amounts were included in the tablave.

The Company's other financial instrumertssist primarily of accounts receivable, accourstgable, accrued merchant payable, acc
expenses and loans from related parties. The ogrryalue of these assets and liabilities approxntaeir respective fair values as
December 31, 2009 and 2010, due to their shortnityatéht December 31, 2009 and 2010 no material ¥alue adjustments were required
non-financial assets and liabilities.

12. INCOME TAXES

On January 15, 2008, the Company completeohversion pursuant to which The Point, LLC, ated to The Paoint, Inc., a corporati
As a limited liability company, the Company wasaggized as a partnership for federal income tay@es. All items of income, exper
gain and loss generally were reportable on thedaxns of members of The Point, LLC. Accordinghe Company did not provide for inco
taxes at the company level prior to conversion ¢or@oration.

The components of pretax loss for the yeaded December 31, 2008, 2009 and 2010 werelas/fofin thousands):

Year Ended December 31,

2008 2009 2010
United State: $ (1,542 $ (1,099 $ (222,59
International — — (197,46¢)

Loss before income tax: $ (1,542 $ (1,099 $ (420,06()
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The provision (benefit) for income taxeDacember 31, 2008, 2009 and 2010 consisted dbtlosving components (in thousands):

Year Ended December 31,

2008 2009 2010
Current taxes
U.S. federa $ — $ 22¢ % —
State — 22 57
International — — 61¢
Total current taxe — 24¢ 67E
Deferred taxes
U.S. federal and sta — — —
International — — (7,349
Total deferred taxe — — (7,349
Provision (benefit) forincometax $ — $ 24¢ $ (6,679

The items accounting for differences betwEEome taxes computed at the federal statutdeyaad the provision for income taxes v
as follows:

Year Ended December 31

2008 2009 2010
U.S. federal income tax ra 34.(% 34.(% 35.%
Impact of foreign differentie — — (1.7

State income taxes, net of fede

benefits 4.8 2.4 0.€
Valuation allowanct (38.9 (57.5 (12.0
Revaluation of shares and ot (0.9 (0.7) (20.2)
Effect of state rate change on

deferred item: — 0.9 (0.7

—% (22.)% 1.6%

Supplemental Disclosure for Tax Impact of Noncontrtling Interest

2008 2009 2010

Less: amount attributable to

noncontrolling interes —% —% (1.6%
Effective tax rate for noncontrolling
interest —% —% —%
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The deferred income tax assets and li@slitonsisted of the following components (in tfeods):

December 31,

2009 2010
Deferred tax asset
Reserves and allowanc $ 1,27t $ 5,691
Intangible assel 8 —
Foreign exchange lo: — 22¢€
Charitable contribution 52 153
Deferred ren — 34¢
Tax credits 164 327
Stock-based compensati 33 2,13¢
Net operating loss carryforwa 44 73,80:
Total deferred tax asse 1,57¢ 82,68’
Less valuation allowanc (1,528 (55,956
Deferred tax assets, net of valua
allowance 48 26,73
Deferred tax liabilities
Unearned revenue for t (12 (17,529
Intangible assel — (12,249
Fixed asset (36) (2,227
Net deferred tax liabilit $ — $ (3,270

The deferred tax amounts have been cladsifin the consolidated balance sheets as follows:

December 31,

2009 2010
Assets:

Deferred income taxes, n-current $ — $ 14,54¢
Liabilities:

Deferred income taxes, curre — (17,210

Deferred income taxes, n-current — (604)

In determining the need for a valuatiorowtince, the Company weighs both positive and negaividence in the various tax
jurisdictions in which it operates to determine wiee it is more likely than not that its deferrexk tassets are recoverable. In assessir
ultimate realizability of its net deferred tax assehe Company considers its past performancelabla tax strategies, and expected fu
taxable income. At December 31, 2009 and 2010Ctmpany recorded a valuation allowance of $1.5oniland $56.0 million, respective
against its domestic and foreign net deferred smets, as it believes it is more likely than nat these benefits will not be realized.

At December 31, 2009 and 2010, the Compeaty$0 and $6.3 million of federal net operatingsloarryforwards, respectively, which
expire beginning in 2026. In addition, at DecembEr2009 and 2010, the Company has $0.2 million$h8 million of federal research
credit carryforwards, respectively, which will es@beginning in 2026. At December 31, 2010 the Camyalso has
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12. INCOME TAXES (Continued)

$223.1 million of foreign net operating loss caomyfards, a significant portion of which carryforwdor an indefinite period.

The Company is subject to taxation in thetéd States federal and various state and fojjeiggdictions. Significant judgment is requi
in determining the worldwide provision for incomaxés and recording the related income tax assdttiahilities. The Company's practice
accounting for uncertainty in income taxes is wognize the financial statement benefit of a tagifian only after determining that the relev
tax authority would more likely than not sustaie thosition following an audit. For tax positionsetieg the more-likely-thamet criteria, th
amount recognized in the financial statementséslahgest benefit that has a greater than 50 peliketihood of being realized upon ultim
settlement with the relevant tax authority. Allthé Company's tax years are currently open to exation by the U.S. federal, state and for
tax authorities. At December 31, 2009 and 2010CGbmpany did not have any material unrecognized&nefits recorded on its consolide
balance sheets.

The Company's practice is to recognizer@sieand penalties related to income tax mattemsdome tax expense. The Company dic
recognize any interest or penalties in its constdéid statement of operations for the years endedrleer 31, 2008, 2009 and 2010.

At December 31, 2010, no provision has beewle for U.S. federal and state taxes relatechtbstributed earnings of the Compal
foreign subsidiaries, as the Company currently duésexpect to remit those earnings in the forddeefature. Determination of the amoun
unrecognized U.S. deferred tax liability relatedutedistributed earnings of the Company's foreighsaliaries is not practical due to
complexities associated with the related calcufatio

13. SEGMENT INFORMATION

The Company has organized its operatiottstimo principal segments: North America, whichresgents the United States and Car
and International, which represents the rest ofGbenpany's global operations. Segment operatingtsegeflect earnings before stobkse:
compensation, acquisitio®lated expenses, interest and other income (ezpenst, and provision (benefit) for income tax8gsgmer
information reported below represents the operategments of the Company for which separate infoomas available and for whi
segment results are evaluated regularly by the @ogip chief operating decisionaker (i.e., chief executive officer) in assesgiegformanc
and allocating resources.

Revenues for each segment are based ogetbgraphic market that sells the Groupons. Thegenarinternal revenue transaction:
allocations of costs between reporting segmentgeee and profit or
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loss information by reportable segment reconcitedansolidated net income (loss) was as followsh@usands):

Year Ended December 31

2008 2009 2010
North America
Revenug? $ 94 $ 30,47: $ 448,31
Segment operating
expense$) 1,70: 31,43 458,75!
Segment operating lo: (1,60¢) (962) (20,436
International
Revenue $ — $ — $ 265,04t
Segment operating
expense&) — — 435,60
Segment operating lo: — — (170,55)
Consolidated
Revenue $ 94 $ 30,47 $ 713,36!
Segment operating
expense$) 1,70: 31,43 894,35¢
Segment operating lo: (1,60¢) (962)  (180,99)
Stoclk-based compensatic (24) (115) (36,169
Acquisitior-related — — (203,18))
Interest and other income
(expense), ne a0 (16) 284
Loss before income taxi (1,542 (2,099 (420,060
Provision (benefit) for
income taxe! — 24¢ (6,679
Net loss $ (1,542 $ (1,340 $ (413,38
1) North America contains revenue from the United &&taif $0.1 million, $30.5 million and $427.3 miliidor the years ended December

2008, 2009 and 2010, respectively.
) Represents operating expenses, excluding stockimasepensation, acquisitioetated expense and interest and other income ifegpene
which are not allocated to segmet
No single customer or individual foreigruatry accounted for more than 10% of net revenuiduhe last three years.

Total assets by reportable segment recashtdl consolidated assets were as follows (in tods):

December 31,

2009 2010

North America $ 14,96: $ 104,60t
International — 276,96
Consolidated totz $ 14,96 $ 381,57(

F-42




Table of Contents

GROUPON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
13. SEGMENT INFORMATION (Continued)
Property and equipment, net, by reportablgment was as follows (in thousands):

December 31,

2009 2010
North America® $ 274 $ 9,88(
International — 6,61(
Consolidated tote $ 274 $ 16,49
1) All property and equipment included in North Ameriare located in the United States.

Property and equipment located in Japaresgmted approximately 20% of consolidated propemty equipment, net. There were no ¢
individual countries located outside of the Uniftdtes that represented more than 10% of consetigabperty and equipment, net.

14. RELATED PARTIES
CityDeal Loan Agreement

In May 2010, the Company and the formery@#al shareholders (including Oliver Samwer, Maam®/er and Alexander Samw
collectively, the "Samwers") entered into a loameagnent to provide CityDeal with a $20.0 millionnteloan facility (the "facility”). Th
facility subsequently was amended in July 2010dasing the total commitment to $25.0 million. Btite Company and the former CityD
shareholders each were obligated to make avaifgt#es million under the terms of the facility, bahwhich were fully disbursed to CityD¢
during the year ended December 31, 2010. Proceensthe facility were used to fund operational amatking capital needs. The outstanc
balance accrues interest at a rate of 5% per yhiisapayable upon termination of the facility, wlhiis the earlier of any prepayment:
December 2012. The outstanding balance payableéeddrmer CityDeal shareholders at December 310 28f1$13.0 million, along wit
corresponding accrued interest of $0.1 millioniniduded in "Due to related parties" on the cordaikd balance sheet. The amount due t
former CityDeal shareholders exceeds the amourtheffacility in US dollars as a result of changesfareign currency exchange re
throughout the year ended December 31, 2010. Treuai® due to the Company from CityDeal under thadlifia were not included in tt
consolidated balance sheet due to the eliminatiamercompany transactions.

Management Services

The Company has entered into agreementsRdtket Internet GmbH ("Rocket") and various ott@mpanies in which the Samwers
direct or indirect ownership interests, to providéormation technology, marketing and other sersite the Company. The Company ¢
$1.4 million to Rocket and a total of $0.2 millitm these other companies for services renderethéyear ended December 31, 2010, w
are classified within selling, general and admmaiste expenses in the consolidated statement efatipns. As of December 31, 2C
$0.2 million was due to Rocket, which was recoritetDue to related parties” on the consolidatedibed sheet.
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Merchant Contracts

The Company entered into several agreenveitiismerchant companies in which the Samwers lafineet or indirect ownership interes
and, in some cases, who are also directors of tb@sganies, pursuant to which the Company condtgtsusiness by offering goods
services at a discount with these merchants. Thapaay paid $1.1 million to these companies underntfierchant agreements for the
ended December 31 2010, which was recorded inafagtvenue in the consolidated statements of ojpeat The Company did not have .
amounts due to these companies as of Decembef3Q, 2

Consulting Agreements

In May 2010, the Company entered into ctimguagreements with the Samwers, pursuant to lwthiey advise CityDeal, the Compat
European subsidiary, with respect to its goals speind at least fiftypercent of their work hours consulting for CityDe@ahe Compan
reimburses the Samwers for travel and other exgeimgrirred in connection with their service to thempany. They do not receive i
additional compensation from the Company in corinaatith their consulting roles. The terms of thednsulting agreements expire in Octc
2011. The Company paid $0.1 million to reimburse $#amwers for travel and other expenses incurnethéoyear ended December 31, 2
which are classified within selling, general andnaustrative expenses in the consolidated stateroémtperations. The Company had
amounts due to the Samwers as of December 31, 2010.

Sublease Agreements

The Company has entered into agreementswaitious companies in which certain of the Com{moyrrent and former Board memt
have direct or indirect ownership interests andséme cases, who are also directors of these cdegpgmursuant to which the Compi
subleased a portion of office space in Chicago ftbase companies. The Company paid $0.1 million%&h8 million to these companies un
the sublease agreements for the years ended Dec8mb2009 and 2010, respectively, which was digsskiwithin selling, general al
administrative expenses in the consolidated staitsnaf operations. The Company did not have anyumtsodue to these companies a
December 31, 2009 and 2010.

Legal Services

The Company has engaged the law firm okbfsky & Gorosh, P.C. ("L&G"), whose founder (Steve. Lefkofsky) is the brother of t
Company's cdeunder and Executive Chairman of the Board, tovigi® certain legal services to the Company. The @y paid less thi
$0.1 million and $0.3 million, respectively to L&f8r legal services rendered for the years endecedber 31, 2009 and 2010. The Comg
had $0 and approximately $0.1 million due to L&Goa®ecember 31, 2009 and 2010.

15. SUBSEQUENT EVENTS
Preferred Stock Issuance

In January 2011, the Company authorizedstthe and additional issuance of 15,827,796 studr€sries G Preferred for $496.0 millior
gross proceeds (or $492.5 million, net of issuacests), and used $371.5 million of the proceedsftbe sale to redeem shares o
outstanding common stock and preferred stock hglddrtain shareholders and the remainder for wgrldapital and general corpor
purposes. Included in the additional stock issuave® 126,622 shares of Series G Preferred (or the
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
15. SUBSEQUENT EVENTS (Continued)

equivalent of $4.0 million) the Company transfertedits placement agent in exchange for financidisory services provided. Holders
Series G Preferred have similar rights and prefazgras other Series Preferred stockholders, wéthexiception of the following: (1) Series
Preferred holders are not entitled to any annwgfiepred dividends, but are entitled to receiveanraseonverted to voting common stock be
any other dividend or distribution when, as ande€lared by the Board, participating equally wike holders of common stock and the hol
of Series Preferred; and (2) in the event of ligtiih, the Series G Preferred holders are entilefbre any distribution or payment is m
upon any Series B Preferred, Series D PreferraigsSE Preferred, Series F Preferred or commorkstode paid an amount per share eqt
100% of the Series G Preferred original price plilgaccrued and unpaid dividends on the SerieseteRed.

Qpod Stock Purchase

In January 2011, the Company entered inBbogk Purchase Agreement with other shareholdaiscartain founding members of Qj
(collectively, the "other shareholders"), wherelme tCompany purchased an additional percentage eofstfares of Qpod from the ot
shareholders of Qpod, increasing the Company's @hiipein Qpod to 90%. Under the terms of the agergiithe Company acquired 21,
shares of the total issued and outstanding cegiitek of Qpod, on a fully-diluted basis, in exchargr $25.0 million in cash.

Other Acquisitions

In January 2011, the Company acquired itedher entities that provide daily deals and malinarketing services substantially simile
the Company for an aggregate purchase price oB$80lion. The primary reasons for these acquisgiovere to utilize the collective buyi
power websites to further grow the Company's sullssis and provide strategic entries into new angaeging markets in India, Malays
South Africa and the Middle East.

The acquisitions will be accounted for gsthe purchase method of accounting and the opesatf these acquired companies wil
included in the consolidated financial statememitsnf their respective date of the acquisition. Thericial effect of these acquisitio
individually and in the aggregate, was not matdanahe Company's consolidated financial statemétns forma results of operations have
been presented because the effects of these bsisinewbinations, individually and in the aggregatere not material to the Compar
consolidated results of operations as they weré sggabusinesses.

Investments in Equity Interests

In January 2011, the Company acquired 56eme of the ordinary shares of Restaurantdiary.tamited ("Restaurantdiary") in exchar
for $1.3 million. Restaurantdiary is a private liad company organized under the laws of the Uritedjdom that owns the internet me
property called restaurantdiary.com. The Comparso acquired 40 percent of the ordinary shares @oBwnerce King Limited ("E-
Commerce"), a company organized under the lawsefBritish Virgin Islands, in exchange for $4.0loih. The Company entered into
joint venture along with Rocket Asia GmbH & Co. K@Rocket Asia"), an entity controlled by the SamsvaRocket Asia acquired 10 perc
of the ordinary shares in E-CommerceCBmmerce subsequently established a wholly foreilgned enterprise, which created a dom
operating company headquartered in Beijing, Chiliza¢Peng.com”), to operate a business offeringlilmagh groupbuying discounts f
products and services to individual consumers and
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15. SUBSEQUENT EVENTS (Continued)

businesses via internet websites and social aedaictive media in various markets throughout Ch@d@oPeng.com began offering daily d
in March in Beijing and Shanghai with expansiomter major cities in China to follow.

The investments in equity interests willdmeounted for using the equity method and the Gompvill record its share of the operal
results from the respective date of the investmierd.forma results of operations have not beerepted because the financial effect of tl
investments in equity interests, individually andhe aggregate, were not material to the Compawoyisolidated results of operations.

Newly Elected Director

In February 2011, the Company appointed &dwSchultz to the Company's Board of Directors. $hultz is chairman, president .
chief executive officer of Starbucks Corporation.

Non-voting Common Stock Issuance

In February 2011, the Board authorizedisBeance and sale, by way of a private placemérit,080,830 shares of namting commo
stock for $17.2 million in gross proceeds, and UBEELO million of the proceeds from the sale toeerd shares of its outstanding common ¢
held by certain shareholders and the remaindewéoking capital and general corporate purposesudted in the stock issuance of neoting
common stock were 949,668 shares sold to Mr. Sclanitl to several partnerships of Maveron LLC, atwencapital firm cdounded b
Mr. Schultz, for an aggregate purchase price ofGifllion.

Facility Repayment

In March 2011, the CityDeal repaid all amtsuoutstanding to the former CityDeal shareholdelated to the facility described in Note
"Related Parties."
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GROUPON, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Assets

Current assett
Cash and cash equivalel
Accounts receivable, n

(in thousands, except share data)

Prepaid expenses and other current a:

Total current asse
Property and equipment, r
Goodwill
Intangible assets, n
Investments in equity interes
Deferred income taxes, n-current
Other noi-current asset

Total Assets

Liabilities and Stockholders' Equity

Current liabilities:
Accounts payabl
Accrued merchant payak
Accrued expense
Due to related partie
Deferred income taxes, curre
Other current liabilitie:

Total current liabilities
Deferred income taxes, n-current
Other noi-current liabilities

Total Liabilities
Commitments and contingencies

(see Not

Redeemable noncontrolling intere

Groupon, Inc. Stockholders' Equity

Series B, convertible preferred stock, $.0001 pdue;, 199,998 shares
authorized, issued and outstanding at Decembe2@®1 and March 31,

2011

Series D, convertible preferred stock, $.0001 géduey, 6,560,174 shares
authorized and issued, 6,258,297 shares outstaatiDgcember 31, 201
and 5,956,420 shares outstanding at March 31,

Series E, convertible preferred stock, $.0001 péwey 4,406,160 shares
authorized and issued, 4,127,653 shares outstaatiibgcember 31, 201
and 4,060,183 shares outstanding at March 31,

Series F, convertible preferred stock, $.0001 puwe; 4,202,658 shares
authorized, issued and outstanding at Decembe2®1 and March 31,

2011

Series G, convertible preferred stock, $.0001 péuwe; 30,075,690 shares

authorized, 14,245,018 shares

issued and outsgatibecember 31,

2010 and 30,072,814 shares issued and outstanditgreh 31, 2011,
liquidation preference of $450,000 and $950,00Detember 31, 2010

and March 31, 2011, respective

Voting common stock, $.0001 par value, 500,000 §ltdres authorized,
211,495,998 shares issued and 165,616,260 shastaraling at
December 31, 2010 and 211,495,998 shares issuetiddngB1,311 shar¢

outstanding at March 31, 20

Non-voting convertible common stock, $.0001 par valig€),000,000 share
authorized, 5,864,486 shares issued and 5,079t&36soutstanding at

December 31, 2010 and 8,230,

outstanding at March 31, 20

928 shares issued, @9id,640 shares

Treasury stock, at cost, 46,664,328 shares at Dmeedi, 2010 and
69,047,975 shares at March 31, 2!

Additional paic-in capital
Stockholder receivabl
Accumulated defici

Accumulated other comprehensive incc
Total Groupon, Inc. Stockholders' Equity

Noncontrolling interest
Total Equity
Total Liabilities and Equity

March 31, 2011
Pro forma for

distribution and

December 31 March 31, recapitalization
2010 2011 (Note 2)
(Unaudited) (Unaudited)
$ 118,83 $ 208,68t
42,407 60,717
12,61¢ 21,32¢
173,85! 290,72¢ —
16,49( 26,92¢
132,03 154,43t
40,77" 43,052
— 4,48¢
14,54+ 15,02:
3,86¢ 6,75¢€
$ 381,57( $ 541,41 $ =
$ 5754. $ 37,901
162,40¢ 290,68(
98,32¢ 130,18:
13,32: 91¢
17,21( 14,957
21,61¢ 44,83¢
370,41 519,47 —
604 1,437
1,017 13,35:
372,041 534,26 —
2,98t 2,74¢
1 J—
1 1
1 3
4 4
(503,179 (856,72Y)
921,12: 1,373,17.
(28€) (144)
(419,469 (522,13f)
9,87¢ 12,90¢
8,071 7,08¢ —
(1,530 (2,687)
6,547 4,39¢ —
$ 381,57( $ 541,41 $ —

See Notes to Condensed Consolidated Financialrstats.
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GROUPON, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(in thousands, except per share amounts)

Three Months Ended March 31,

2010 2011
Revenue $ 44,23t $ 644,72¢
Cost of revenu 24,25 374,72t
Gross profit 19,98¢ 270,00(
Operating expense
Marketing 3,98¢ 208,20
Selling, general and administrati 7,42¢ 178,93¢
Total operating expens 11,41+ 387,14
Income (loss) from operations 8,571 (117,149
Interest and other income, r 3 1,06(
Equity-method investment activity, net of t — (882)
Income (loss) before provision for income taxe 8,57¢ (116,970)
Provision (benefit) for income tax 23 (3,079
Net income (loss 8,551 (113,89)
Less: net loss attributable to noncontrolling iatts — 11,22¢
Net income (loss) attributable to Groupon, Inc 8,551 (102,66%)
Dividends on preferred stot (523 —
Redemption of preferred stock in excess of carryialge — (34,32)
Adjustment of redeemable noncontrolling interegsteedemption
value — (9,48%)
Net income (loss) attributable to common stockholde $ 8,02¢ $ (146,48()
Net income (loss) per share
Basic $ 0.0z $ (0.95)
Diluted $ 0.0 % (0.95)
Weighted average number of shares outstandin¢
Basic 172,966,82 153,924,70
Diluted 245,962,57 153,924,70

See Notes to Condensed Consolidated Financialnstats.
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GROUPON, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY (UNAUDITED)

(in thousands, except share amounts)

Groupon, Inc. Stockholders' Equity

SeriesB,D, E, F
and G Preferred Total
Stock Common Stock B Accumulated Groupon Inc.
Additional Non-
Treasury Stockholder Accumulated Other Comp. Stockholders controlling
Paid-In Total
Shares Amount Shares Amount Stock Capital Receivable  Deficit Income Equity Interests  Equity

Balance at

December 3

2010 29,033,622 $ 3 170,696,15 $ 4$(503,17)$ 921,12: $ (286)$  (419,469% 9,87:$ 8,077% (1,530% 6,541
Net loss — — — — — — — (102,669 — (102,66¢%) (1,157) (103,82}
Foreign

currency

translation — — — — — — — — 3,03t 3,032 — 3,032

Comprehensiv

loss — — — — — — — — — (99,635 — (100,79
Adjustment of

redeemable

noncontrolli

interests to

redemption

value — — — — — (9,48%) — — — (9,48%) —  (9,48Y
Proceeds from

issuance of

shares (net

of issuance

costs) 15,827,79 2 1,090,83 — —  509,69( — — — 509,69:. — 509,69.
Exercise of

stock

options — — 1,229,94. — — 1,001 — — — 1,001 — 1,001
Repayment of

receivable — — — — — — 14z — — 14z — 14z
Vesting of

restricted

stock units — — 45,66¢ — — — — — — — — —
Stock-based

compensati

expense — — — — — 10,84 — — — 10,84 — 10,84
Redemption o

preferred

stock (369,34) Q) — — — (35,009 — — — (35,009 — (35,009
Repurchase o

common

stock — — (22,383,64) — (353,55() — — — — (353,55() — (353,55()
Purchase of

addditional

shares in

majority-

owned

subsidiary — — — — — (25,000 — — — (25,000 — (25,000
Balance at

March 31,

2011 44,492,07 $ 4 150,678,95 $ 4 $(856,72)$1,373,17' $ (1449$  (522,130% 12,90¢$ 7,08¢$  (2,687)$ 4,39¢

See Notes to Condensed Consolidated Financialnstats.
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GROUPON, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)

Three Months
Ended March 31,

2010 2011
Operating activities
Net income (loss $ 8551 $ (113,89)
Adjustments to reconcile net income (loss) to reshcprovided by operating activitie
Depreciation and amortizatic 131 7,59¢
Stoclk-based compensatic 11€ 18,86+
Deferred income taxe — (3,389
Losses in equity interes — 882
Change in assets and liabilities, net of acquissti
Accounts receivabl (1,139 (16,049
Prepaid expenses and other current a: 1,14¢ (8,28¢)
Accounts payabl 55€ (22,465
Accrued merchant payak 5,04¢ 121,17:
Accrued expenses and other current liabili (1,375) 36,24¢
Due to related partie — 1,157
Other (13€) (3,905)
Net cash provided by operating activities 12,897 17,94(
Investing activities
Purchases of property and equipm (862) (10,967)
Acquisitions of businesses, net of acquired ¢ — (2,81¢)
Purchases of intangible ass — (214)
Changes in restricted ca 20C —
Purchases of investments in subsidia — (25,000
Purchases of equity investme — (5,300
Net cash used in investing activitie (662) (44,292)
Financing activities
Issuance of shares, net of issuance ¢ — 509,69:
Repayment of loans from related pan — (14,35%)
Repurchase of common sto — (348,55()
Proceeds from exercise of stock opti 2 828
Redemption of preferred sto — (35,009
Net cash provided by financing activities 2 112,10t
Effect of exchange rate changes on cash and cashieglents — 4,102
Net increase in cash and cash equivalents 12,23¢ 89,85¢
Cash and cash equivalents, beginning of pe 12,31 118,83:
Cash and cash equivalents, end of pe $ 2454¢ $ 208,68t
Supplemental disclosure of cash flow information
Income tax paymen $ — & 18€
Cash interest paymer $ — 3 23€
Non-cash investing activity
Capital expenditures incurred not yet p $ 58: $ 1,232
Contingent consideration given in connection withsitions $ — 3 15,92(
Non-cash financing activity
Dividends accrue $ 52: $ =

See Notes to Condensed Consolidated Financialrseats.
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GROUPON, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
1. DESCRIPTION OF BUSINESS

Groupon, Inc., together with its consolethsubsidiaries (the "Company"), operates a loca@iremerce marketplace (www.Groupon.c
that connects merchants to consumers by offerimgig@nd services at a discount. The Company, wdaaimenced operations in Novem
2008, creates a new way for local merchants tactttiew customers, while providing consumers watvirgys and helping them discover w
to do, eat, see and buy in the places they livenandt.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The condensed consolidated financial stategsinclude the accounts of the Company and ijerihaowned subsidiaries. Intercomp:
balances and transactions have been eliminatedstiments in entities in which the Company can ésersignificant influence, but does
own a majority equity interest or otherwise conteok accounted for using the equity method andhateded as investments in equity inter
on the condensed consolidated balance sheet. SeesNbvestments in Equity InterestsThe Company has included the results of opeme
of acquired companies from the date of the acqaoisit

Basis of Presentation

The accompanying condensed consolidateshiml statements of the Company were prepareddardance with United States genet
accepted accounting principles ("U.S. GAAP") foteiim financial information. Certain information drdisclosures normally included
consolidated financial statements prepared in aecore with U.S. GAAP have been condensed or omi#edordingly, these condens
consolidated financial statements should be readcdnjunction with the Company's historical consafetl financial statements ¢
accompanying notes included in this Form Registration Statement. In the opinion of manag@mall adjustments, consisting of a not
recurring nature, considered necessary for a feesgntation have been included in the condensedotidated financial statements. -
operating results for the three months ended Match?2011 are not necessarily indicative of the Itesexpected for the full year end
December 31, 2011.

Pro Forma for Distribution and Recapitalization

The pro forma balance sheet gives effedh&onetime mandatory payment of $0.8 million for the asmt dividends payable to 1
Company's preferred shareholders and the converdidgderies D Convertible Preferred Stock ("SerieRi@ferred”), Series E Converti
Preferred Stock ("Series E Preferred"), Series Rv€dible Preferred Stock ("Series F Preferred'd &eries G Convertible Preferred St
("Series G Preferred") into 145,461,194 shareseflyrissued common stock of the Company.

Stock Splits

In May 2010, the Company's Board of Direstthe "Board") approved a resolution to effethree-forone stock split of the Compan
common stock with no corresponding change to thevplaie. The stock split became effective in Aug2®t0. The Board also approved a two-
for-one stock split of the Company's common stock indd&ber 2010 with no corresponding change to thegae, which became effective
January 2011. All common share numbers and peesiraounts for all periods presented have been tadjustroactively to reflect both {
three-for-one and the two-for-one stock splits.
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GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Use of Estimates

The preparation of financial statementsanformity with U.S. GAAP requires management tkenastimates and assumptions that &
the reported amounts and classifications of ass®tdiabilities, revenues and expenses, and théktisclosures of contingent liabilities in
condensed consolidated financial statements anshgzanying notes. Estimates are utilized for, butlimaited to, stockbased compensatic
income taxes, valuation of acquired goodwill anthmgible assets, customer refunds, contingentlitielsi and the depreciable lives of fiy
assets. Actual results could differ materially frtmse estimates and assumptions.

Fair Value of Financial Instruments

The carrying amounts of the Company's fainnstruments, including cash and cash equitaleaccounts receivable, accounts pay
accrued merchant payable, accrued expenses andntamdwe to related parties, approximate fair value to their generally shotesr
maturities. The Company records money market famdscontingent consideration at fair value. SeeeN@t"Fair Value Measurement$

Investments in Equity Interests

Investments in the common stock of entitresrhich the Company can exercise significantuafice but does not own a majority eq
interest or otherwise control are accounted fongighe equity method and are included as invessnienequity interests on the conder
consolidated balance sheet. The Company recordsat® of the results of these companies withirulfiggmethod investment activity, net
tax" on the condensed consolidated statement ofatpes. The Company reviews its investments fdrepthantemporary impairme
whenever events or changes in business circum&tandicate that the carrying value of the investmeray not be fully recoverab
Investments identified as having an indication mpairment are subject to further analysis to deienif the impairment is other-than-
temporary and this analysis requires estimatingftéiirevalue of the investment. The determinationfaif value of the investment involy
considering factors such as current economic andkeha&onditions, the operating performance of tbenpanies including current earni
trends and forecasted cash flows, and other comaadyndustry specific information. See Note I6Vestments in Equity Interests

Foreign Currency

Balance sheet accounts of the Company'satipes outside of the U.S. are translated froneifpr currencies into U.S. dollars at
exchange rates as of the condensed consolidataddeatheet dates. Revenues and expenses aretédiaslaverage exchange rates durin
period. Foreign currency translation gains or lssaee included in accumulated other comprehensigenie on the condensed consolid
balance sheets. Gains and losses resulting frogigforcurrency transactions, which are denominateduirrencies other than the enti
functional currency, are included in other incomehe condensed consolidated statements of opesafi@r the three months ended Marct
2010 and 2011, the Company had $0 and $1.1 mitifidoreign currency gains, respectively.

Recent Accounting Pronouncements

In January 2010, the Financial Accountitgn8ards Board ("FASB") issued additional guidatihag improves disclosures about fair vi
measures that were originally required. The newd@uge is effective
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GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

for interim and annual periods beginning after Delser 15, 2009, except for the disclosures abouthages, sales, issuances and settleme
the roll forward of activity in Level 3 fair valumeasurements. Those disclosures are effectiveidoalfyears beginning after December
2010, and for interim periods within those yearse Tadoption of this guidance did not impact the @any's financial position or results
operations. See Note 1ZFair Value Measurement$

3. ACQUISITIONS
CityDeal Europe GmbH Acquisition

On May 15, 2010, the Company acquired 1@%ityDeal Europe GmbH ("CityDeal"), a collectibeying power business launchet
January 2010 that provides daily deals and onliaekating services substantially similar to the Camy primarily in European markets. -
acquisition was accounted for using the purchasthadeof accounting and the operations of CityDeakravincluded in the Compan
condensed consolidated financial statements frard#te of the acquisition. In connection with tloguasition, the Company and the fort
CityDeal shareholders entered into a loan agreensemt Note 15 Related Parties:

Qpod.inc Acquisition

On August 11, 2010, the Company acquirggd@pmately 55.1% of the total issued and outstagdiapital stock of Qpod.inc ("Qpod"”)
collective buying power business launched in J@§®that provides daily deals and online marketieryices in Japan substantially simile
the Company. The acquisition was accounted forgutfie purchase method of accounting and the opemtif Qpod were included in
condensed consolidated financial statements frendéte of the acquisition.

In conjunction with the acquisition, the r@gany entered into an agreement with certain foumanembers and other shareholdel
Qpod, which provided the Company with call rightattallow it to buy a percentage of the remainingres of Qpod. Exercising all of the «
rights would entitle the Company to an aggregateimfo 90% of the outstanding capital stock of Qpadditionally, the remaining Qpt
shareholders have put rights to sell their outstandapital stock to the Company in the event ofiratial public offering of the Compar
subject to certain conditions, which if exercisadull, would give the Company up to an aggregdté@%o of the outstanding capital stoct

Qpod.

In January 2011, the Company entered inftoak Purchase Agreement (the "SPA") with the ofirareholders, whereby the Comg
purchased an additional percentage of the shar€potl from the other shareholders, increasing thegany's ownership in Qpod to 9(
Under the terms of the SPA, the Company acquiref121shares of the total issued and outstandingataock of Qpod, on a fullghlutec
basis, in exchange for $25.0 million in cash. Imjoaction with the SPA, the Company has call rightst allow it to buy all of the remaini
shares of Qpod. Exercising the call rights woulkkghe Company 100% ownership of the outstandipgtalestock of Qpod. Additionally, tt
remaining Qpod shareholders have put rights totiseit outstanding capital stock to the Compangiuiding any shares of capital stock issu
upon exercise of options, which would give the Camp100% of the outstanding capital stock of Qpod.

Other Acquisitions

During the three months ended March 31,12@ie Company acquired certain entities for arreggte purchase price of $20.9 milli
consisting of $5.0 million in cash and contingemhsideration
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GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
3. ACQUISITIONS (Continued)

valued at $15.9 million. See Note 1ZFair Value Measurement$. The primary reasons for these acquisitions weretilize these entitie
collective buying power businesses to further gtbev Company's subscribers and provide strategitesrinto new and expanding market
India, Malaysia, South Africa and the Middle East.

The acquisitions were accounted for using purchase method of accounting and the operatibrikese acquired companies w
included in the condensed consolidated financiatestents from the date of the acquisition. The Ipase price and fair value of -
noncontrolling interest was allocated to the talegédnd intangible assets acquired and liabilitesuened based on their estimated fair valu
their corresponding acquisition date, with the renimg unallocated amount recorded as goodwill. Thie value assigned to identifial
intangible assets acquired was determined usirigcame approach.

The financial effect of these acquisitiomg]ividually and in the aggregate, was not matewathe condensed consolidated finar
statements. Pro forma results of operations havéeen presented because the effects of theseelsasbombinations, individually and in
aggregate, were not material to the Company's didased results of operations as all of the actjoiss were startip businesses. T
following table summarizes the allocation of themtined purchase price of $20.9 million and the faifue of noncontrolling interest
$0.4 million as of the acquisition date (in thoussin Goodwill of $14.9 million represents the pramithe Company paid over the fair valu
the net tangible and intangible assets it acquikeshe of the goodwill is deductible for tax purpsse

Description Fair Value

Net working capital (including cash of $2.2 millic ~ $ 2,04¢
Property and equipment, r 31
Goodwill 14,90¢

Intangible assetd):

Subscriber relationshif 5,39(
Trade name 37C
Deferred tax liability (1,489
$ 21,26«

1) Acquired intangible assets have estimated usefes Iof between 1 and 5 years.

4. GOODWILL AND OTHER INTANGIBLE ASSETS

The changes in the carrying amount of gabdov the three months ended March 31, 2011 veexéollows (in thousands):

North America International Consolidated

Balance as c

December 31,

2010 $ 19,60 $§ 112,437 $§ 132,03¢
Goodwill related tc

acquisitions — 14,90¢ 14,90¢
Other adjustment

@ — 7,49: 7,49:
Balance as c

March 31, 201: $ 19,60t $ 134,830 $ 154,43t

1) Includes adjustments primarily due to changesiieifm exchange rates.
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GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
4. GOODWILL AND OTHER INTANGIBLE ASSETS (Continued)

The following summarizes the Company's pihangible assets (in thousands):

As of December 31, 2010 VXeighted-
verage
Gross Net Remaining
Carrying Accumulated Carrying Useful Life
Asset Category Value Amortization Value (in years)
Subscriber
relationsh $ 36,38¢ $ 3,76C $ 32,62¢ 4.5
Vendor
relationsh 6,78¢ 3,801 2,98¢ 0.5
Trade name 5,61¢ 3,23( 2,38¢ 04
Developed
technolog 2,054 39t 1,65¢ 1.6
Other
intangible
assets 1,263 152 1,11( 3.8
$ 52,11c $ 11,33¢ $ 40,77 3.8
As of March 31, 2011 Wweighted-
verage
Gross Net Remaining
Carrying Accumulated Carrying Useful Life
Asset Category Value Amortization Value (in years)
Subscriber
relationsh $ 43,93 $ 6,16¢ $ 37,76! 4.3
Vendor
relationsh 7,14¢ 5,791 1,34¢ 0.2
Trade name 6,37( 4,99¢ 1,374 0.3
Developec
technolog 2,11« 677 1,43 14
Other
intangible
assets 1,31¢ 18¢ 1,12¢ 3.9
$ 60,87¢ $ 17,827 $ 43,05 3.9

Amortization expense for intangible asseés less than $0.1 million and $5.7 million for tfeee months ended March 31, 2010
2011, respectively. As of March 31, 2011, the eated future amortization expense of intangible task® each of the next five years i
thereafter is as follows (in thousands):

Year Ended December &

2011 (remaining 9 month $ 10,38t
2012 9,66¢
2013 9,027
2014 8,99¢
2015 4,96¢
Thereaftel 8

$ 43,05:
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5. PROPERTY AND EQUIPMENT, NET

The following summarizes the Company's prgpand equipment, net (in thousands):

December 31, March 31,

2010 2011
Furniture and fixture $ 6,691 $ 8,271
Leasehold improvemen 5,23: 8,02¢
Computer hardware and ot 3,39¢ 7,65(
External softwart 1,76% 4,79¢
Office and telephone equipme 1,40¢ 2,117
Property and equipme 18,49t 30,85¢
Less: accumulated depreciation ¢

amortization (2,00%) (3,93))
Property and equipment, r $ 16,49( $ 26,92¢

Depreciation expense on property and eqeigrwas $0.1 million and $1.9 million for the thre®nths ended March 31, 2010 and 2
respectively.

6. INVESTMENTS IN EQUITY INTERESTS

The following summarizes the Company's strents in equity interests (in thousands):

Percent
Ownership of

December 31 March 31, Common
2010 2011 Stock
Restaurantdiary.cor  $ — $ 1,26¢ 50.(%
GaoPeng.cor — 3,22( 40.(%
Total $ — $ 4,48¢

Equity Investment in Restaurantdiary.com Limited

In January 2011, the Company acquired 500%e ordinary shares of Restaurantdiary.com tdth{"Restaurantdiary") in exchange
$1.3 million. The investment in Restaurantdiarpéing accounted for using the equity method, aeddkal investment is classified as pa
investments in equity interests on the condenseddimlated balance sheet as of March 31, 2011 Cdmepany recorded its share of the re:
of Restaurantdiary within "Equityrethod investment activity, net of tax" in the cenged consolidated statement of operations fothites
months ended March 31, 2011.

Equity Investment in E-Commerce King Limited

In January 2011, the Company acquired 40d¥%he ordinary shares of E-Commerce King Limitg¢&-Commerce"), a compa
organized under the laws of the British Virgin feda, in exchange for $4.0 million. The Company exdento the joint venture along w
Rocket Asia GmbH & Co. KG ("Rocket Asia"), an enttiontrolled by the Samwers. Rocket Asia acquir@gdrcent of the ordinary share:
E-Commerce. ESommerce subsequently established a wholly foredgimed enterprise that created a domestic operatimmpan
headquartered in Beijing, China ("GaoPeng.com")ctvloperates a groulpdying site offering discounts for products and/ees to individue
consumers and businesses via internet websitescamal and interactive media. GaoPeng.com begamindf daily deals in March in
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6. INVESTMENTS IN EQUITY INTERESTS (Continued)

Beijing and Shanghai with expansion to other majties in China to follow. The investment inmmerce is being accounted for using
equity method, and the total investment is clasdifis part of investments in equity interests enctndensed consolidated balance sheet
March 31, 2011. The Company recorded its shardefrésults of E-Commerce within "Equityethod investment activity, net of tax” in
condensed consolidated statement of operatiorthéathree months ended March 31, 2011.

7. ACCRUED EXPENSES

The following summarizes the Company's @edrexpenses (in thousands):

December 31, March 31,

2010 2011
Marketing $ 48,24+ $ 56,70;
Refunds reserv 13,93¢ 26,00:
Payroll and benefit 12,18 20,15(
Customer reward 8,33: 12,39:
Rent 3,16¢ 1,30«
Credit card fee 2,50( 3,34¢
Professional fee 2,341 941
Other 7,611 9,33¢

$ 98,32¢ $ 130,18:

8. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company has entered into various camcelable operating lease agreements, primaritgrany certain of its offices throughout
world, with original lease periods expiring betwegfii1l and 2017. Rent expense under these opetatisgs was $0.1 million and $3.7 mill
for the three months ended March 31, 2010 and 2@&pgectively.

Certain of these arrangements have renewekpansion options and adjustments for marketigians, such as free or escalating |
monthly rental payments. The Company recognizes @gpense under such arrangements on a striiighbasis over the initial term of 1
lease. The difference between the straight-lineeagp and the cash paid for rent has been recosdégeferred rent.

The Company is responsible for paying itspprtionate share of the actual operating expeasdseal estate taxes under certain of 1
lease agreements. These operating expenses drelnded in the
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8. COMMITMENTS AND CONTINGENCIES (Continued)

table below. As of March 31, 2011, the estimatedrizipayments under operating leases (includingesealation clauses) for each of the
five years and thereafter is as follows (in thowsan

Year Ended December 2

2011 (remaining 9 month $ 12,66:
2012 11,43¢
2013 5,63(
2014 3,73¢
2015 3,271
Thereaftel 3,63(
$ 40,37t

Purchase Obligations

The Company entered into a reancelable service contract, primarily covering keting services, which expires in 2012. At March
2011, future payments under this contractual obibgavere as follows (in thousands):

Year Ended December 3

2011 (remaining 9 month $ 68C
2012 227
2013 —
2014 —
2015 —
Thereaftel —
$ 907

Legal Matters

The Company currently is involved in seVetiaputes or regulatory inquiries, including suitg its customers (individually or as cl
actions) alleging, among other things, violatiortttd Credit Card Accountability, Responsibility aDiclosure Act and state laws goverr
gift cards, stored value cards and coupons, vanatof unclaimed and abandoned property laws asldtions of privacy laws. The numbel
these disputes and inquiries is increasing. Anymdaor regulatory actions against the Company, kdremeritorious or not, could be ti
consuming, result in costly litigation, damage aigarinjunctive relief or increased costs of doingsihess through adverse judgmen
settlement, require the Company to change its kssipractices in expensive ways, require signifieamounts of management time, resu
the diversion of significant operational resourcestherwise harm the Company's business.

In addition, third parties from time to #rhave claimed, and others may claim in the futthhat the Company has infringed tt
intellectual property rights. The Company is subjex intellectual property disputes, and expeciat tit will increasingly be subject
intellectual property infringement claims as itsvéges expand in scope and complexity. The Compgeas/in the past been forced to liti¢
such claims. The Company may also become more rabifeeto thirdparty claims as laws such as the Digital Millenni@Qopyright Act ar
interpreted by the courts, and as the Company besa@ubject to laws in jurisdictions where the ulyileg laws with respect to the poten
liability of online intermediaries are
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8. COMMITMENTS AND CONTINGENCIES (Continued)

either unclear or less favorable. Management bedig¢tiat additional lawsuits alleging that it haslated patent, copyright or trademark |
will be filed against the Company. Intellectual peoty claims, whether meritorious or not, are tioowsuming and costly to resolve, cc
require expensive changes in the Company's metbfadising business, or could require it to enteo icbstly royalty or licensing agreements.

From time to time, the Company may becoragypto additional litigation incident to the ordity course of business. The Comg
assesses the likelihood of any adverse judgmentsitoomes with respect to these matters and detesrioss contingency assessments
gross basis after assessing the probability ofrmreciee of a loss and whether a loss is reasonakiipa&ble. In addition, the Company consi
other relevant factors that could impact its apilti reasonably estimate a loss. A determinatiothefamount of reserves required, if any
these contingencies is made after analyzing eadctem@he Company's reserves may change in theefutue to new developments or chai
in strategy in handling these matters. Although rksults of litigation and claims cannot be preglictvith certainty, the Company currel
believes that the final outcome of these matteflsnet have a material adverse effect on its bussneonsolidated financial position, result
operations, or cash flows. Regardless of the ougcditigation can have an adverse impact on the g2zomy because of defense and settle
costs, diversion of management resources and fatbtrs.

9. STOCKHOLDERS' EQUITY
Common Stock

The Board has authorized two classes ofngom stock, voting and noweting. At March 31, 2011, there were 500,000,00@
100,000,000 shares authorized and there were 1¥886B and 5,997,640 shares outstanding of voting) monvoting common stoc
respectively. Voting and noveting common stock are referred to as common sthiughout the notes to these financial statememties
otherwise noted.

In May 2010, the Board approved a resotutmeffect a three-foone stock split of the Company's common stock wihcorrespondir
change to the par value. The stock split becamee®@ie in August 2010. The Board also approved @ftw-one stock split of the Compan
common stock in December 2010 with no correspondimnge to the par value, which became effectivéaimuary 2011. All common sh
numbers and per share amounts for all periods predérave been adjusted retroactively to refleth Itloe three-for-one and the two-fon¢
stock split.

In February 2011, the Board authorizedisBeance and sale, by way of a private placemérit,080,830 shares of namting commo
stock for $17.2 million in gross proceeds, and UBEEO million of the proceeds from the sale toeerd shares of its outstanding common ¢
held by certain shareholders and the remainderéoking capital and general corporate purposesNgde 15'Related Parties."

Upon any liquidation, dissolution or windiup of the Company (a "liquidation event"), theneéning assets of the Company will
distributed ratably among all preferred and commsitmtkholders only after the payment of the fulli&eG Preferred liquidation preferenct
$950.0 million has been satisfied.

The Company issues stdoksed awards to its employees in the form of stqtions, restricted stock units and restricted lstadl of
which have the potential to increase the outstgndirares of common stock in the future. See Not&Sidrk-Based Compensation.”
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Convertible Preferred Stock

The Company has authorized 199,998 shdr&eies B Preferred, 6,560,174 shares of Seri@sdderred, 4,406,160 shares of Seri
Preferred, 4,202,658 shares of Series F Prefemdd38,075,690 shares of Series G Preferred. ThiesSrPreferred, Series D Prefer
Series E Preferred, Series F Preferred and SeriBsdierred, collectively, are referenced below ls tSeries Preferred." The rigl
preferences, privileges, restrictions and othetenatrelating to the Series Preferred are sumndhbzéow.

Series B Preferred

There were 199,998 shares of Series B Pegf@utstanding at March 31, 2011, and less titah &illion of accrued preferred dividet
due to Series B Preferred holders. The Series BeiPeel holders are entitled to receive, upon aidigtion event, the amount that would h
been received if all shares of Series Preferredbesh converted into voting common stock immedyapeior to such liquidation event, ot
after the payment of the full Series G Preferregiilation preference has been satisfied. As of Na&dc 2011, 1,199,988 shares of vo
common stock would have been required to be isagsdming conversion of all of the issued and oundistey shares of Series B Preferred.

Series D Preferred

There were 5,956,420 shares of Series BefPegl outstanding at March 31, 2011, and $0.8onilbf accrued preferred dividends du
Series D Preferred holders. The Series D Prefdrotdiers are entitled to receive, upon a liquidageent, the amount that would have t
received if all shares of Series Preferred had lseemerted into voting common stock immediatelpptd such liquidation event, only after
payment of the full Series G Preferred liquidatimeference has been satisfied. As of March 31, 28%]1738,520 shares of voting comr
stock would have been required to be issued asguecainversion of all of the issued and outstandirayes of Series D Preferred.

Series E Preferred

There were 4,060,183 shares of Series EeiiPee outstanding at March 31, 2011. The Seri®dferred holders are entitled to rece
upon a liquidation event, the amount that wouldenbeen received if all shares of Series Preferegtildeen converted into voting comr
stock immediately prior to such liquidation evem)y after the payment of the full Series G Prefdrliquidation preference has been satis
As of March 31, 2011, 24,361,098 shares of votiommon stock would have been required to be issssdnaing conversion of all of t
issued and outstanding shares of Series E Preferred
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Series F Preferred

There were 4,202,658 shares of Series feffed outstanding at March 31, 2011. The Seri®dferred holders are entitled to rece
upon a liquidation event, the amount that wouldenbeen received if all shares of Series Preferegldeen converted into voting comr
stock immediately prior to such liquidation evemly after the payment of the full Series G Preddriquidation preference has been satis
As of March 31, 2011, 25,215,948 shares of votiommmon stock would have been required to be issssdnaing conversion of all of t
issued and outstanding shares of Series F Preferred

Series G Preferred

In January 2011, the Company authorizedsttie and additional issuance of 15,827,796 studr€sries G Preferred for $496.0 millior
gross proceeds (or $492.5 million, net of issuacasts), and used $371.5 million of the proceedsftbe sale to redeem shares o
outstanding common stock and preferred stock hglddrtain shareholders and the remainder for wgrldapital and general corpor
purposes. Included in the additional stock issuamas 126,622 shares of Series G Preferred (ordbwvaent of $4.0 million) the Compa
transferred to its underwriter in exchange for ficial advisory services provided. There were 30893 shares authorized and 30,072
shares outstanding at March 31, 2011.

Holders of Series G Preferred are entittethe number of votes equal to the number of shafesoting common stock into which tk
shares of Series G Preferred could be convertedddiition, the Series G Preferred holders areledtibefore any distribution or paymen
made upon any Series B Preferred, Series D PrdfeBeries E Preferred, Series F Preferred or constamk, to be paid an amount per s
equal to 100% of the Series G Preferred originalepmplus all declared but unpaid dividends onSeeies G Preferred. If, upon the liquida
event, the assets of the Company are insufficeralty pay the amounts owed to Series G Prefeh@ders, all distributions would be m:
ratably in proportion to the full amounts to whibblders would have otherwise been entitled. Inehent that the Company is a party tc
acquisition or asset transfer, each holder of S&BidPreferred is entitled to receive the amountash, securities, or other property to w|
such holder would be entitled to receive in a litpion event.

Each share of Series G Preferred shallnaatically be converted into shares of voting comrstotk upon the earliest of the follow
events to occur: (i) holders of at least 50% ofdhéstanding shares of Series G Preferred consemtonversion, or (ii) immediately upon
closing of an initial public offering. The numbef shares of voting common stock to which a Serig8r&ferred stockholder is entitled u
conversion is calculated by multiplying the appligaconversion rate then in effect (currently 2@Yhe number of Series G Preferred shar
be converted. The conversion rate for the Seri€e®erred shares is subject to change in accordaiticeanti-dilution provisions contained
the agreement with those holders. More specificalig conversion price is subject to adjustmenprevent dilution on a weightealverag
basis in the event that the Company issues addltisimares of common stock or securities convertiblexercisable for common stock
purchase price less than the then effective corregmice. As of March 31, 2011, 60,145,628 shafesoting common stock would have b
required to be issued assuming conversion of ah@fssued and outstanding shares of Series @rRrdf
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Stock Repurchase Activity

In December 2010, tiepard authorized the Company to repurchase shériés aapital stock held by certain holders, usingortion o
the proceeds from the sale of Series G Preferredohjunction with the sale and additional issuaoic&eries G Preferred shares in Jan
2011, the Company repurchased 21,307,276 sharesnwion stock for $336.5 million, which is reflectad "Treasury stock,” and 369,
shares of preferred stock for $35.0 million, whighs recorded as a reduction to "Additional paid:apital," on the condensed consolidi
balance sheet at March 31, 2011. The Board aldwanéd the Company to repurchase additional shasieg a portion of the proceeds fr
the sale of nowoting common stock in February 2011. As a restile Company repurchased 1,076,371 shares of constomk fo
$17.0 million, which is reflected as "Treasury &tbon the condensed consolidated balance sheeaativB1, 2011.

10. STOCK-BASED COMPENSATION
Groupon, Inc. Stock Plans

In January 2008, the Company adopted thePdimt.com 2008 Stock Option Plan, as amended'20@8 Plan"), under which options
up to 32,309,250 shares of common stock were adattbto be issued to employees, consultants, aedtdis of ThePoint.com, which is n
the Company. In April 2010, the Company establistiedGroupon, Inc. 2010 Stock Plan, as amended'20#0 Plan"), under which optic
and restricted stock units ("RSUs") for up to 7,000 shares of nowmeting common stock were authorized for future dsge to employee
consultants and directors of the Company. The 20@8 and the 2010 Plan (the "Plans") are admimidtéy the Board, who determine
number of awards to be issued, the correspondiatingeschedule and the exercise price for optidssof March 31, 2011, 1,288,376 sh:
were available for future issuance under the PIBni®r to January 2008, the Company issued stotiormgp and RSUs that are governec
employment agreements, some of which are still stegeand outstanding.

Stock Options

The exercise price of stock options gransedqual to the fair market value of the undedystock on the date of grant. The contrac
term for stock options expires ten years from thengdate. Stock options generally vest over aettmefouryear period, with 25% of tl
awards vesting after one year and the remainddreofwards vesting on a monthly basis thereaftee. fair value of stock options on the ¢
of grant is amortized on a straight-line basis dlierrequisite service period.
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The table below summarizes the stock omictivity during the three months ended March 31,12

Weighted-
Average
Weighted- Remaining Intﬁggir:g/?itlie
Average Contractual
Options Exercise Price _Term (in years) (in thousands)®
Outstanding at December 31, 2( 13,732,85 $ 2.0C 9.0C $ 189,40¢
Grantec 60,00 $ 15.8( 9.8t
Exercisec (1,229,94) $ 0.82 8.3(
Forfeited (257,900 $ 0.24 8.2¢
Outstanding at March 31, 20. 12,305,00. $ 2.2¢ 88z §$ 259,79t
Exercisable at March 31, 20. 3,461,59" % 1.6C 8.6 $ 75,10¢
(@) The aggregate intrinsic value of options outstagdimd exercisable represents the total pretaxngitrivalue (the difference between the fair val@ieha

Company's stock on the last day of each fiscal geguarter and the exercise price, multiplied iy htumber of options where the exercise price elscte fai
value) that would have been received by the optiolders had all option holders exercised their anstias of December 31, 2010 and March 31, .
respectively

The total fair value of options that vestduring the three months ended March 31, 2010 didl 2vas less than $0.1 million &
$2.8 million, respectively.

Restricted Stock Units

The restricted stock units granted under Rtans vest over a foyear period, with 25% of the awards vesting aftee gear and tt
remaining awards vesting on a monthly basis thegeafhe fair value of restricted stock units oa tlate of grant is amortized on a strailjie-
basis over the requisite service period.

The table below summarizes activity regagdinvested restricted stock units under the Pdamsg the three months ended March
2011:

Weighted-

Average

Grant Date

Restricted Fair Value

Stock Units (per share)
Unvested at December 31, 2C 1,788,301 $ 14.32
Grantec 907,22« $  17.9¢
Vested (45,668 $  13.4¢
Forfeited — 3 —
Unvested at March 31, 20: 2,649,850 $  15.5¢

Performance Stock Units

In May 2010, the Company issued performastoek units ("PSUs") under the terms of the ageyeno acquire Mobly, Inc., a mok
technology company. The Company agreed to issut Uf20,000 PSUs to the previous Mobly shareholdergingent on meeting certi
performance-based
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operational objectives over the next three yeamoribeing granted, the PSUs immediately vest aspaagnstock. During the three mor
ended March 31, 2011, there was no activity relatetie PSUs.

The Company recognized stock compensatiperese of $0.1 million and $7.6 million during ttheee months ended March 31, 2010
2011, respectively, related to awards issued uttterPlans and employment agreements. The corresgptak benefit provided by sto
compensation was less than $0.1 million and $@feithree months ended March 31, 2010 and 201fdecésely.

As of March 31, 2011, a total of $53.0 roifl of unrecognized compensation costs relateshtested stock options and unvested restr
stock units issued are expected to be recognizedthe remaining weighted-average period of thesey

Acquisition-Related Stock Awards

During 2010, the Company made several atéprs of subsidiaries that resulted in the isseaaf additional equitypased awards
employees of the acquired companies.

CityDeal Acquisition

In May 2010, the Company acquired CityDedhjch resulted in the issuance of shares of thezamy's restricted stock to a trust
current CityDeal employees. The restricted stocks/quarterly generally over a period of three yeand is amortized on a straigime basi:
over the requisite service period.

The table below summarizes activity regagdinvested restricted stock issued as part o€tty®eal acquisition during the three mor
ended March 31, 2011:

Weighted-

Average

Grant Date

Restricted Fair Value

Stock (per share)
Unvested at December 31, 2C 2,219,60! $ 8.52
Grantecd 108,78t $ 15.8(C
Vested (219,64) $ 8.82
Forfeitures (206,149 $ 8.52
Unvested at March 31, 20: 1,902,60! $ 8.9C

The fair value of restricted stock thatteesduring the three months ended March 31, 20K1$420 million.

The Company recognized stock compensatiperese of $1.5 million during the three months eniarch 31, 2011 related to restric
stock granted as part of the CityDeal acquisitioone of which provided the Company with a tax biénéfs of March 31, 2011, a total
$10.1 million of unrecognized compensation costatee to unvested restricted stock are expectetletaecognized over the remain
weighted-average period of two years.

F-64




Table of Contents

GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
10. STOCK-BASED COMPENSATION (Continued)
Subsidiary Awards

The Company made several other acquisititbmsg the year ended December 31, 2010 in whiehselling shareholders of the acqu
companies were granted RSUs and stock options gldiaby awards") in the Company's subsidiaries.s€hgubsidiary awards were issue
conjunction with the acquisitions as a way to retaid incentivize key employees. They generally wasa quarterly basis for a period of tt
or four years, and dilute the Company's ownershkiggntage of the corresponding subsidiaries asuwesyover time. The fair market value
the subsidiary shares granted was determined aongermporaneous basis. A significant portion of skisidiary awards are classifiec
liabilities on the condensed consolidated balaheesdue to the existence of put rights that atlesvselling shareholders to put their stock |
to the Company. The liabilities for the subsidiatyares are remeasured on a quarterly basis, watioffset to stoclbased compensati
expense within selling, general and administratixpenses on the condensed consolidated statemeperdtions. Additionally, the Compe
has call rights on most of the subsidiary awardsctvallow it to purchase the remaining outstandihgres based on contractual agreements.

The Company recognized stock compensatiperese of $9.8 million during the three months ehilarch 31, 2011 related to subsid
awards, none of which provided the Company withxalienefit. As of March 31, 2011, a total of $58wHlion of unrecognized compensat
costs related to unvested subsidiary awards arecéxg to be recognized over the remaining weightestage period of two years. The am
of unrecognized compensation costs is managenimgtsestimate based on the current fair markeesgatd each of the subsidiaries and ¢
change significantly based on future valuations.

Common Stock Valuations

The Company determined the fair value pare of the common stock underlying the stbeked awards through the contemporar
application of a discounted future earnings modiglailly and then a discounted cash flow methodglgging forward, which was approved
the Board. Stoclkased awards were granted to employees in the édratock options, restricted stock units and restd stock. All suc
awards granted were exercisable at a price peedual to the per share fair value of the Comgaogimmon stock on the date of gr
Determining the fair value of the Company's commtock required making complex and subjective judgseThe assumptions used in
valuation models were based on future expectatonthined with management estimates.

The discounted future earnings method ¢ales the present value of future economic bene$isg a discount rate based on the nat.
the business, the level of overall risk and theeetgd stability of the estimated future economindbiés. The future economic benefits
estimated over a period of years sufficient to hes@bility of the business, and management exghet€ompany to grow substantially
several years before revenue stabilizes. The dideducash flow method valued the business by digouy future available cash flows
present value at an approximate rate of return.CHsé flows were determined using forecasts ofme@enet income and defee future cas
flow. The discount rate was derived using a Capitdet Pricing Model for companies in the "expansistage of development. The Comp
also applied a lack of marketability discount ®eénterprise value, which took into account thaegtments in private companies are less |i
than similar investments in public companies. Theiaherent uncertainty in all of these estimates.
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Summarized below are the significant faxtdre Board considered in determining the fair @adfi the common stock underlying
Company's stock-based awards granted to its emgsayering the three months ended March 31, 2011:

First Quarter 2011

In the first quarter of 2011, the followimignificant events occurred: (1) the Company khi$d92.5 million in net proceeds from
issuance of Series G Preferred in January 2011thé€ompany expanded its presence into new andnelipy markets in India, Malays
South Africa and the Middle East through a serfesoguisitions; and (3) the number of subscribecséased to approximately 83.1 millior
of March 31, 2011 and the Company launched itsi@es\vn 21 additional markets across North America.

11. INCOME (LOSS) PER SHARE

Basic and diluted net income (loss) per mam share is presented in conformity with the tlalss method required for participal
securities. The twatass method includes an earnings allocation faarthét determines earnings for each class of constank according
dividends declared and undistributed earningsHemeriod.

Holders of Series B, D, and E convertiief@rred stock were each entitled to receive divitdeat the annual rate of 6% of their respe
original issue price per annum. These dividendtsighere subsequently rescinded by the Board in mbee 2010. In the event a dividen:
paid on common stock, the holders of Series B, DFF,Eand G convertible preferred stock are entitled proportionate share of any s
dividend as if they were holders of common stoak éo asf converted basis). The Company considers itsepredl stock to be participati
securities and, in accordance with the two-clasthatg earnings are allocated between common aridrped stock.
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The following table sets forth the compiatatof basic and diluted income (loss) per share:

Three Months ended March 31
2010 2011@
Net income (loss) as report $ 8,551 (113,89)

Less: Distributed earning

available to participating

securities (523) —
Less: Undistributed earninq

available to participating

securities (2,247 —
Redemption of preferred stoc

in excess of carrying valt — (34,32)
Adjustment of redeemab

noncontrolling interests to

redemption valu — (9,485
Less: Net loss attributable
noncontrolling interes 11,22

Numerator for basic earnin

per share—Undistributed

and distributed income (los

available to common

shareholder 5,78 (146,48()
Add: Undistributed income

allocated to participating

securities 2,241 —
Less: Undistributed income

reallocated to participating

securities (1,719 —
Numerator for diluted earning

per share—Undistributed

and distributed earnings

available to common

shareholder $ 6,30¢ (146,48()

Denominator for basic earnin

per share-weighted averag
shares 172,966,82 153,924,70
Effect of dilutive securitie 72,995,74 0

Denominator for diluted
earnings per share—
weighted average shares
adjusted for dilutive

securities 245,962,57 153,924,70
Earnings per share two-class

method
Basic $ 0.0z $ 0.9t

Diluted $ 0.0 $ 0.9¢

(@) Stock options, restricted stock units, performasteck units and convertible preferred shares at
included in the calculation of diluted net loss pkare for the three months ended March 31 2014us«
the Company had a net loss. Accordingly, the inolusof these equity awards would have hac
antidilutive effect on the calculation of diluteakk per shart

F-67






Table of Contents

GROUPON, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
11. INCOME (LOSS) PER SHARE (Continued)

The following outstanding equity awards aot included in the diluted net loss per shareuation above because they would have
an antidilutive effect:

Three Months Ended March 31,

Antidilutive equity awards 2010 2011
Stock options 5,625,00! 12,305,00
Restricted stock unit — 2,649,85!
Convertible preferred shar — 146,661,18
Performance stock uni — 600,00(
Total 5,625,000 162,216,04

12. FAIR VALUE MEASUREMENTS

Fair value is an exit price, representihng amount that would be received to sell an assgiaim to transfer a liability in an orde
transaction between market participants at the ureasent date. As such, fair value is a matketed measurement that should be deterr
based on assumptions that market participants waeédn pricing an asset or a liability.

To increase the comparability of fair valmeasures, the following hierarchy prioritizes thputs to valuation methodologies usei
measure fair value:

Level 1—Observable inputs that reflect quoted @rigeadjusted) for identical assets or liabiliireactive markets.
Level 2—Include other inputs that are directly mdirectly observable in the marketplace.

Level 3—Unobservable inputs that are supported by littla@market activities. Valuations derived from \a&lan techniques in whit
one or more significant inputs or significant vallidvers are unobservable, such as pricing modigsounted cash flow models ¢
similar techniques not based on market, excharegedor broker-traded transactions.

In determining fair value, the Company usasous valuation approaches within the fair valneasurement framework. The valua
methodologies used for the Company's instrumentsored at fair value and their classification ia thaluation hierarchy are summari
below:

Cash equivalents-Cash equivalents primarily consisted of highdyed commercial paper and money market funds. Chmpan
classified cash equivalents as Level 1, due ta 8tertierm maturity, and measured the fair value basequmted prices in active markets
identical assets.

Contingent consideratior-During the three months ended March 31, 2011, thmgany had obligations to transfer $16.6 milliol
contingent payment considerations to the formereyamf certain acquirees as part of the exchangediatrol of these acquirees, if speci
future operational objectives and financial resalis met over the next three years. The Compargrrdated the acquisitiodate fair value ¢
these contingent liabilities, based on the liketittaf contingent earnut payments, as part of the consideration trarederand subsequer
remeasured the fair value using an income apprtwaths primarily determined based on the presahievof future cash flows using inter
models. The Company classified this financial lighas Level 3, due to the lack of relevant obséte inputs and market activity.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
12. FAIR VALUE MEASUREMENTS (Continued)

The following table summarizes the Compsuagsets and liabilities that are measured at&ile on a recurring basis (in thousands):

Fair Value Measurement
at Reporting Date Using
Quoted Prices

in Active Significant
Markets for Other Significant
As of Identical Observable Unobservable
December 31, Assets Inputs Inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 23,02¢ $ 23,02¢ $ — —
Fair Value Measurement
at Reporting Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
As of Identical Observable Unobservable
March 31, Assets Inputs Inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 23,060 $ 23,06: $ — —
Liabilities:
Contingent consideratic $ 16,56¢ $ — 3 — 3 16,56¢

The following table provides a rdtrward of the fair value of the contingent consa®n categorized as Level 3 for the three mc
ended March 31, 2011:

Fair Value
Balance as of December 31, 20: $ —
Issuance of contingent consideration in connectiol
with acquisitions 15,92(
Other adjustment$) 64¢
Balance as of March 31, 20 $ 16,56¢
1) Includes adjustments due to changes in foreignangd rates.

There were no changes to the Company'sitiatutechniques used to measure asset and fatailitvalues on a recurring basis during
three months ended March 31, 2011.

The Company's other financial instrumermtssist primarily of accounts receivable, accouragable, accrued merchant payable, acc
expenses and amounts due to related parties. Thgncavalue of these assets and liabilities apjpnaxe their respective fair values a:
March 31, 2011, due to their short maturity. At kBfaB1, 2011 there were no material fair value adjests required for nofinancial asse
and liabilities.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
13. INCOME TAXES

The Company is subject to taxation in thetétl States federal, various state and foreigisdiations. Significant judgment is requirec
determining the worldwide provision for income taxand recording the related income tax assets iabditles. At March 31, 2011, tl
Company did not have any material unrecognizedé&mefits recorded on its balance sheets.

The Company's effective tax rate couldtilate significantly on a quarterly basis and cdddadversely affected to the extent earning
lower than anticipated in countries where the Camygd#as lower statutory rates and higher than gogtted in countries where the Company
higher statutory rates. The effective tax rate d@bo fluctuate due to changes in the valuatiotiedérred tax assets or liabilities, or by cha
in tax laws, regulations, accounting principlesirmerpretations thereof. In addition, the Compangubject to the continuous examination ¢
income tax returns by the Internal Revenue Seraicd other tax authorities. The Company regularlsesses the likelihood of adve
outcomes resulting from these examinations to deter the adequacy of its provision for income taxes

14. SEGMENT INFORMATION

The Company has organized its operatiotes timo principal segments: North America, whichregents the United States and Car
and International, which represents the rest ofGbenpany's global operations. Segment operatingtseseflect earnings before stoblse
compensation, interest and other income, net, yaoéthod investment activity, net, and provision @f@h for income taxes. Segm
information reported below represents the operategments of the Company for which separate infoomas available and for whi
segment results are evaluated regularly by the @omip chief operating decisionaker (i.e., our chief executive officer) in aséeg
performance and allocating resources.

Revenues for each segment are based ogetbgraphic market that sells the Groupons. Thegenarinternal revenue transaction:
allocations of costs between reporting segmentgefes and profit or
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)

14. SEGMENT INFORMATION (Continued)

loss information by reportable segment reconcitedansolidated net income (loss) was as followsh@usands):

Three Months Ended

March 31,
2010 2011
North America
Revenuél) $ 44,23¢ $ 297,89
Segment operating expens®s 35,54¢ 319,67!
Segment operating income (lo: 8,68 (21,779
International
Revenue $ — $ 346,83
Segment operating expens®s — 423,33
Segment operating (los — (76,50€)
Consolidated
Revenue $ 44,23t $ 644,72
Segment operating expens@s 35,54¢ 743,01.
Segment operating income (lo! 8,687 (98,289
Stoclk-based compensatic (11€) (18,869
Interest and other income, r 3 1,06(
Equity-method investment activity, n — (882
Income (loss) before income tax 8,57¢ (116,970
Provision (benefit) for income tax 23 (3,079
Net income (loss $ 8,551 $ (113,89)
1) North America contains revenue from the United &taif $44.2 million and $274.7 million for the tareonths ended March 31, 2010
2011, respectively.
) Represents operating expenses, excluding stoclktasapensation, acquisition-related expense, istexad other income, net, and equity-

method investment activity, net, which are notcdked to segment

No single customer or individual foreignuotry accounted for more than 10% of net revenuénduhe three months ended March
2010 and 2011.

Total assets by reportable segment recashtdl consolidated assets were as follows (in tods):

December 31, March 31,

2010 2011
North America $ 104,60¢ $ 203,51¢
International 276,96¢ 337,89:

Consolidated totz $ 381,57( $ 541,41(
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)
15. RELATED PARTIES
Non-voting Common Stock Issuance

In February 2011, the Board authorizedisseiance and sale, by way of a private placemérit,080,830 shares of narsting commo
stock for $17.2 million in gross proceeds. Includedhe stock issuance of nmoting common stock were a total of 949,668 shargd tc
Howard Schultz and to several partnerships of Mavél C, a venture capital firm clounded by Mr. Schultz, for an aggregate purchaie
of $15.0 million. Mr. Schultz is a member of ther@eany's Board of Directors.

CityDeal Loan Agreement

In connection with the CityDeal acquisitidghe Company and the former CityDeal sharehol@iacduding Oliver Samwer, Marc Samv
and Alexander Samwer) entered into a loan agreerasrdgmended, to provide CityDeal with an aggrefjate0 million term loan facility (tt
"facility"). Both the Company and the former City@leshareholders each were obligated to make alaifl?.5 million under the terms of -
facility, both of which were fully disbursed to gideal during the year ended December 31, 2010 olit&tanding balance accrued interest
rate of 5% per year and was payable upon termimaiiothe facility, which was the earlier of any pagments or December 2012. °
outstanding balance payable to the former CityBemreholders at December 31, 2010 of $13.0 milladong with corresponding accrt
interest of $0.1 million, is included in "Due tolated parties" on the consolidated balance shdet. &mount due to the former CityD
shareholders exceeds the amount of the facilitySndollars as a result of changes in foreign cuyeaxchange rates throughout the year e
December 31, 2010. In March 2011, CityDeal rep#lidraounts outstanding to the former CityDeal shatéers, including all accrued intert
There were no outstanding commitments remaininghenloan agreement with the former CityDeal shadgrs at March 31, 2011 a
CityDeal may not reborrow any part of the facilithich was repaid.

Internet Technology Services

The Company has entered into agreements Ratket Internet GmbH ("Rocket”) and various otbempanies in which Oliver Samw
Marc Samwer and Alexander Samwer (the "Samwers/® kirect or indirect ownership interests, to pdevinformation technology, marketi
and other services to the Company. The Company $&imillion to Rocket and a total of $0.1 millibm these other companies for serv
rendered for the three months ended March 31, 20hich are classified within selling, general ambingnistrative expenses in the condet
consolidated statements of operations. As of M&8dch2011, less than $0.1 million was due to Rockkich was classified in "Due to rela
parties" on the condensed consolidated balance.shee

Merchant Contracts

The Company entered into several agreenveitiismerchant companies in which the Samwers ldineet or indirect ownership interes
and, in some cases, are also directors of thespamies, pursuant to which the Company conductsuginess by offering goods and servict
a discount with these merchants. The Company pdiotal $1.2 million to these companies under tleeamant agreements for the three mc
ended March 31, 2011, which was recorded in costwénue in the condensed consolidated statemérdapeavations. The Company
$0.8 million due to these companies as of MarchZf1, which was classified in "Due to related igaft on the condensed consolid:
balance sheet.
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15. RELATED PARTIES (Continued)
Consulting Agreements

In May 2010, the Company entered into ctimguagreements with the Samwers, pursuant to lwttiey advise CityDeal, the Compai
European subsidiary, with respect to its goals speind at least fiftpercent of their work hours consulting for CityDe@he Compan
reimburses the Samwers for travel and other exgeimsrirred in connection with their service to thempany. They do not receive i
additional compensation from the Company in corinaatith their consulting roles. The terms of thednsulting agreements expire in Octc
2011. The Company paid $0.1 million to reimburse Samwers for travel and other expenses incurrethéthree months ended March
2011, which is classified within selling, generaldaadministrative expenses in the condensed calateti statements of operations.
Company did not have any amounts due to the Samases§ March 31, 2011.

Legal Services

The Company has engaged the law firm okbfsky & Gorosh, P.C. ("L&G"), whose founder (Steve. Lefkofsky) is the brother of t
Company's cdeunder and Executive Chairman of the Board, tosiol® certain legal services to the Company. The gamy paid $0.2 millio
to L&G for legal services rendered for three mongémsled March 31, 2011. The Company did not have aangunts due to L&G as
March 31, 2011.

Sublease Agreements

The Company has entered into agreementsvaitious companies in which certain of the Comfmoyrrent and former Board memt
have direct or indirect ownership interests andséme cases, who are also directors of these caegpgsursuant to which the Compi
subleased a portion of office space in Chicago fthese companies. The Company paid in total $0liomito these companies under
sublease agreements for the three months endedar@011. The Company had no amounts due to twspanies as of March 31, 2011.

E-Commerce King Limited Joint Venture

In January 2011, Groupon B.V. entered ajoint venture along with Rocket Asia GmbH & CdGK"Rocket Asia"), an entity controll
by the Samwers. See Note BWwestments in Equity Interests

16. SUBSEQUENT EVENTS

In the second quarter of 2011, the Commaguired two businesses for an aggregate purchizeeqgh $6.4 million. The acquisitions wi
for a mobile application technology company anakiective buying power business. The primary readon these acquisitions were to exp
upon the capabilities of our mobile technology émélrther grow the Company's users and merchamteovide strategic entries into new
expanding markets.

The acquisitions will be accounted for gsthe purchase method of accounting and the opesatf these acquired companies wil
included in the Company's consolidated financialteshents from their respective date of the acdoisitThe financial effect of the
acquisitions, individually and in the aggregate,swet material to the Company's consolidated firdngtatements. Pro forma results
operations have not been presented because tlotsaifehese business combinations, individually enthe aggregate, were not material tc
Company's consolidated results of operations.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) (Continued)

16. SUBSEQUENT EVENTS (Continued)

In April 2011, the Company also entered iah agreement to purchase additional interestsnén of its subsidiaries for an aggret
purchase price of $21.1 million, increasing itsatawnership in the subsidiary to 100%. The pureharice consisted of $10.0 million of ci
and $11.1 million in stock, a portion of which wlilé paid out at a future date.
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CityDeal Europe GmbH
Report of Independent Auditors
The Management Board of Groupon Europe GmbH (formely named CityDeal Europe GmbH)

We have audited the accompanying conse@dlatatements of operations, comprehensive losgastdflows of CityDeal Europe Gm
for the period from January 1, 2010 to May 15, 200 statements of operations, comprehensivedlodscash flows are the responsibility
the Company's management. Our responsibility iexjoress an opinion on the statements of operatmmaprehensive loss and cash fl
based on our audit.

We conducted our audit in accordance witthitang standards generally accepted in the Uriides. Those standards require that we
and perform the audit to obtain reasonable assarabout whether the financial statements are ffematerial misstatement. We were
engaged to perform an audit of the Company's iatezontrol over financial reporting. Our audit inded consideration of internal control c
financial reporting as a basis for designing apditcedures that are appropriate in the circumstarung not for the purpose of expressin
opinion on the effectiveness of the Company's ingkecontrol over financial reporting. Accordinglye express no such opinion. An audit
includes examining, on a test basis, evidence stipgothe amounts and disclosures in the finanstatements, assessing the accou
principles used and significant estimates made bgpagement, and evaluating the overall financidéstant presentation. We believe that
audit provides a reasonable basis for our opinion.

In our opinion, the statements of operajaomprehensive loss and cash flows referreddgeapresent fairly, in all material respects,
consolidated results of operations and cash fldwsityDeal Europe GmbH for the period January 1@2€ May 15, 2010, in conformity w
U.S. generally accepted accounting principles.

/sl Ernst & Young GmbH
Wirtschaftsprifungsgesellschaft
Berlin, Germany

May 31, 2011
/s/ Jantz /s/ Stander
(Jantz) (Stander)

Certified Public Accountar Wirtschaftsprife
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CITYDEAL EUROPE GMBH

CONSOLIDATED STATEMENT OF OPERATIONS AND CONSOLIDAT ED
STATEMENT OF COMPREHENSIVE LOSS

(in thousands of US dollars)

Period from
January 1, 2010 to
May 15, 2010
Consolidated Statement of Operation:

Revenue $ 8,41¢
Cost of revenu 9,211
Gross profit (792)
Operating expense
Marketing 6,784
Selling, general and administrati 13,03
Total operating expens: 19,81¢
Loss from operations (20,610
Interest and other expense, 243
Loss before provision for income taxe (20,859
Income taxe: —
Net loss $ (20,859
Attributable to CityDeal Europe Gmb (16,619
Attributable to noncontrolling intere (4,240
$ (20,859
Consolidated Statement of Comprehensive Lot
Net loss (20,859
Currency translation adjustment (net of $0 1 512
Comprehensive los: $ (20,34
Attributable to CityDeal Europe Gml—
Currency translation adjustme 51z
Comprehensive los (16,109

Attributable to noncontrolling intere—
Currency translation adjustme —
Comprehensive los (4,240

See Notes to Consolidated Statements of Operat@omaprehensive Loss and Cash Flows
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CITYDEAL EUROPE GMBH
CONSOLIDATED STATEMENT OF CASH FLOWS
(in thousands of US dollars)

Period from
January 1, 2010
to May 15, 2010

Operating activities

Net loss $ (20,859
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 25
Stoclk-based compensatic 612
Accrued interes 61
Change in assets and liabiliti¢
Accounts receivabl (3,53¢)
Prepaid expenses and other current a: (4,979
Accounts payabl 1,952
Accrued merchant payak 6,93¢
Accrued expenses and other current liabili 4,341
Net cash used in operating activitie (15,44
Investing activities
Purchases of property and equipm (73€)
Purchases of intangible ass (77)
Net cash used in investing activitie (807)
Financing activities
Proceeds from issuance of she 12,60¢
Cost of issuance of shar (64)
Cash received from loans from related pat 17,11
Repayments of loans from related par (8,579
Net cash provided by financing activities 21,07t
Effect of exchange rate changes on cash and cashueglents (26€)
Net increase in cash and cash equivalents 4,55¢
Cash and cash equivalents, beginning of 18z
Cash and cash equivalents, end of $ 4,741
Interest paic $ —
Income taxes pai $ —

See Notes to Consolided Statements of Operatiamap@hensive Loss and Cash Flows
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CityDeal Europe GmbH

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS,
COMPREHENSIVE LOSS AND CASH FLOWS

1. DESCRIPTION OF BUSINESS

CityDeal Europe GmbH ("CityDeal"), togetheith its subsidiaries through which it conductssiness, is a collective buying po\
business that launched operations in January Z0ityDeal uses collective buying power to offer sfgant discounts to consumers on a v
variety of local goods, services and events througkurope.

CityDeal was founded in December 2009 and wdevelopment-stage enterprise prior to commeragerations at the start of 2010.

CityDeal is a limited liability company uedd German law and is based in Berlin, Germany. &gl operates in various Europ
countries including France, Germany, Italy anduiméed Kingdom.

On May 15, 2010 CityDeal was purchased lgu@on, Inc. Groupon, Inc. acquired 100% of theclstom CityDeal shareholders
exchange for $0.6 million in cash and 41,400,008resh of Groupon, Inc. Class A Voting Common Stocdued at $125.4 million as of 1
acquisition date). The accompanying financial stetets within are presented for the fiscal periddrpio acquisition. CityDeal Europe Gm
was subsequently renamed Groupon Europe GmbH.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements preffee consolidated results of operations and fasls from January 1, 2010 to May 15, 2(C
the date of acquisition by Groupon, Inc. The coidsdéd financial statements include the accountCitfDeal and its subsidiaries. .
intercompany accounts and transactions have bémmated in consolidation. CityDeal's consolidafethncial statements were prepare
accordance with United States generally accepteduating principles ("U.S. GAAP"). Subsidiaries dodly consolidated from the date 1
Company obtains control and continues to be codatd until the date that such control ceases.ahgh in ownership interest of a subsidi
without the loss of control, is accounted for asguity transaction. At May 15, 2010, all subsidiarof CityDeal were wholly-owned.

Use of Estimates

The preparation of financial statementsanformity with U.S. GAAP requires estimates anguasptions that affect the reported amo
and classifications of assets and liabilities, rexes and expenses in the consolidated financigdmnsénts and accompanying notes. Estin
are utilized for, but not limited to, stoddased compensation, income taxes, customer refumtishe depreciable lives of fixed assets. A
results could differ materially from those estinzate

Revenue Recognition

CityDeal recognize®venue from coupons when the following criteria aret: persuasive evidence of an arrangement peiisery ha
occurred; the selling price is fixed or determirglaind collectability is reasonably assured. Teiteria generally are met when the numb
customers who purchase the daily deal exceedséueigrmined threshold, based on the executedamtetween CityDeal and its merche
CityDeal records the gross amount it receives frupons, excluding taxes where applicable, as @#&Ds the primary obligor in tl
transaction, and records an allowance for estimatstbmer refunds on total revenue primarily basedistorical experience. CityDeal &
records costs related to the associated obligadioedeem the award credits granted at issuanae affset to revenue.
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CityDeal Europe GmbH

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS,
COMPREHENSIVE LOSS AND CASH FLOWS (Continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Cost of Revenue

Cost of revenue consists of direct costsiired to generate CityDeal's revenue, primarig/dgreedipon payments to the merchants. |
of revenue components are recorded with the adedci@venue and payments are made to merchantd baseedemption of coupons
customers.

Marketing

Marketing expense consists primarily ofim@lmarketing costs, such as advertising on soeiaborking sites and through search eng
and to a lesser extent, television and print attieg. CityDeal also records costs associated witstomer acquisition and affilic
arrangements in marketing expense on the consetidsttitement of operations. Online marketing expénsecognized based on the tern
the individual agreements, while other marketingesxse generally is recognized in the period in Witics incurred.

Stock-Based Compensation

CityDeal measures stoblesed compensation cost at fair value, net of itarfes, and generally recognizes the corresponcmgpensatic
expense on a straight-line basis over the senéc®g during which awards are expected to vesy&al includes stockased compensati
expense in the selling, general and administraikmenses in the consolidated statement of opesaéind includes the offset to additional |
in capital on the balance sheet. The fair valueesfricted stock is determined based on valuatirSityDeal's stock at or around the g
date. See Note 'Btock-Based Compensation.”

Foreign Currency

The functional currencies of CityDeal atsl subsidiaries are the local currencies of coestim which CityDeal operates, primarily
Euro and the British Pound. The Company's reportimgency is the U.S. dollar.

Balance sheet accounts are translated fooeign currencies into U.S. dollars at the excleargges as of the consolidated balance
date. Revenues and expenses are translated ag@wxehange rates during the period. Foreign coyreanslation gains or losses are inclt
in accumulated other comprehensive income in swldens' deficit. Gains and losses resulting fromeiign currency transactions, which
denominated in currencies other than the entitytectional currency, are included in interest andeotexpense, net on the consolid
statement of operations.

Cash and Cash Equivalents

CityDeal considers all highliguid investments with an original maturity of && months or less from the date of purchase toabk
equivalents.

Receivables, net

Accounts receivable primarily representiieé cash due from CityDeal's credit card and oplagment processors for cleared transact
The carrying amount of CityDeal's receivables gumed by an allowance for doubtful accounts th#ieces management's best estimat
amounts that will not be collected. Accounts reable are charged off against the allowance for falaccounts when it is
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CityDeal Europe GmbH

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS,
COMPREHENSIVE LOSS AND CASH FLOWS (Continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

determined that the receivable is uncollectibley@¢al's allowance for doubtful accounts and reldiad debt expense were insignificant ¢
May 15, 2010.

Inventory
Inventories are stated at the lower of cogharket, with cost determined on a purchase syestific identification basis.
Property and Equipment, net

Property and equipment includes assets asclurniture and fixtures, external software, affice and telephone equipment. CityC
accounts for property and equipment at cost lessmualated depreciation and amortization. Depramiagéind amortization expense are reca
on a straightine basis over the estimated useful lives of thsets (generally three years for computer hardwack office and telepho
equipment and five years for furniture and fixtgresid are classified within selling, general andnauistrative expenses in CityDe:
consolidated statement of operations.

CityDeal performs a review for the impaimher disposal of londived assets whenever events or changes in cireumoss indicate th
the carrying amount of the assets might not beveable. Conditions that would necessitate an impat assessment include a signifi
decline in the observable market value of an aasgiggnificant change in the extent or manner iictvian asset is used, or any other signifi
adverse change that would indicate that the cagrgmount of an asset or group of assets may nadoverable. CityDeal did not identify ¢
long-lived asset impairments for the period enditay 15, 2010.

Lease Obligations

CityDeal categorizes leases at their inoepas either operating or capital leases, and reagive renewal or expansion options,
holidays, and leasehold improvement and other ingnon certain lease agreements. CityDeal reezegriease costs on a straitjhe basi
taking into account adjustments for market provisicsuch as free or escalating base monthly reatahents, or deferred payment terms
as rent holidays that defer the commencement datqaired payments. Additionally, CityDeal treatsy incentives received as a reductio
costs over the term of the agreement. CityDealroescoent expense associated with lease obligaiiorselling, general and administrat
expense on the consolidated statement of operatkaesNote 3 Commitments and Contingenciés

Income Taxes

The provision for income taxes is deterrdinsing the asset and liability method. Under théthod, deferred tax assets and liabilitie:
calculated based upon the temporary differencesdset the financial statement and income tax basassets and liabilities using the statu
tax rates that are applicable in a given year. déferred tax assets are recorded net of a valuatiowance when, based on the weigt
available evidence, CityDeal believes it is mokelly than not that some portion or all of the relgat deferred tax assets will not be realize
future periods. CityDeal considers many factors nvhssessing the likelihood of future realizationtsfdeferred tax assets, including re:
cumulative earnings experience, expectations afréutaxable income and capital gains by taxingsgliction, the carrjerward period
available for tax reporting purposes, and othevwaht factors. CityDeal allocates
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CityDeal Europe GmbH

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS,
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

its valuation allowance to current and long-ternfeded tax assets on a prata basis. A change in the estimate of futureltexancome ma
require an increase or decrease to the valuatiowathce.

CityDeal utilizes a twatep approach to recognizing and measuring unoetéi positions (“tax contingencies"). The firsgstis tc
evaluate the tax position for recognition by deteing if the weight of available evidence indicategs more likely than not that the posit
will be sustained on audit, including resolutionrefated appeals or litigation processes. The sbstep is to measure the tax benefit a:
largest amount which is more than 50% likely toréalized upon ultimate settlement. CityDeal consideany factors when evaluating .
estimating its tax positions and tax benefits, Whicay require periodic adjustments and which mayaocgcurately forecast actual outcon
CityDeal includes interest and penalties relatetxocontingencies in income tax expense. See 6lbleacome Taxes'

Fair Value of Financial Instruments

The carrying amounts of CityDeal's finahdiestruments, including cash and cash equivalesmtspunts receivable, accounts pay:
accrued merchant payable, and accrued expensasxapate fair value due to their generally shorttematurities. See Note 8Fair Value
Measurement" for a discussion of the terms and conditionshef telated party loans payable. It was not prdctacastimate the fair value
related party loans.

Recent Accounting Pronouncements

In January 2010, the FASB issued guidahe¢ improves disclosures about fair value meastit@swere originally required. The n
guidance is effective for interim and annual pesidibginning after December 15, 2009, except fordiselosures about purchases, s
issuances and settlements in the roll forward ¢ilvide in Level 3 fair value measurements. Thosecltisures are effective for fiscal ye
beginning after December 15, 2010, and for intgrériods within those years. The adoption of thiglgnce did not impact CityDeal's finant
position or results of operations.

In July 2010, the FASB issued guidance tbguires providing disclosures that facilitateafisial statement users' evaluation of: 1
nature of credit risk inherent in the entity's paib of financing receivables; 2) how that risk amalyzed and assessed in arriving a
allowance for credit losses; 3) the changes ansbreafor those changes in the allowance for cted#ies. The disclosures as of the end
reporting period are effective for interim and aahteporting periods ending on or after December203.0. The disclosures about activity
occurs during a reporting period are effectiveifderim and annual reporting periods beginning omfter December 15, 2010. CityDeal
adopt this guidance on January 1, 2011. CityDeakdwt expect this guidance to have a material ¢inpa CityDeal's consolidated financ
statements.

In April 2010, the FASB issued guidanceifying that an employee shabmsed payment award with an exercise price denaetna th
currency of a market in which a substantial portiéthe entity's equity securities trades shoultlh@considered to contain a condition th
not a market, performance, or service conditioreréfore, an entity would not classify such an awasd liability if it otherwise qualifies
equity. This guidance is effective for interim amuhual reporting periods beginning after Decembe2010. CityDeal will adopt this guidar
on January 1, 2011. CityDeal does not expect thidamce to have a material impact on CityDeal'sobidated financial statements.
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3. COMMITMENTS AND CONTINGENCIES
Operating Leases

CityDeal has entered into various reamcellable operating lease agreements, primaoiering certain of its offices throughout Eurc
with original lease periods expiring between 20h#l 2012. Rent expense under these operating lesase$0.3 million for the period enc
May 15, 2010.

Certain of these arrangements have renewekpansion options and adjustments for marketigians, such as free or escalating |
monthly rental payments. CityDeal recognizes reqtease under such arrangements on the strhighbasis over the term of the lease.
difference between the straight-line expense aaa¢#ish paid for rent has been recorded as defexnéd

CityDeal is responsible for paying its podjionate share of the actual operating expenseseai estate taxes under certain of these
agreements. These operating expenses are noteacindhe table below.

As of May 15, 2010, future payments unden-cancellable operating leases (including rent eticaleclauses) were as follows
thousands):

Year Ended December 3

2010 (remaining perioc $ 257
2011 374
2012 13¢€
2013 —
2014 —
2015 —
Thereaftel —

$ 767

Legal Matters

CityDeal believes that there are no mattersstanding that will have a material adverse céffen its business, consolidated finar
position, results of operations, or cash flowsyDB#al may become party to litigation resulting fréime ordinary course of business. In suc
instance CityDeal would assess the likelihood of adverse judgments or outcomes with respect tenpiad matters and determine |
contingency assessments on a gross basis aftessags¢he probability of incurrence of a loss arftether a loss is reasonably estimabl
addition, CityDeal would consider other relevanttfas that could impact its ability to reasonab$tireate a loss. A determination of
amount of reserves required, if any, for such ca@ncies would be made after analyzing each matter.

4. STOCKHOLDERS' DEFICIT

CityDeal sold an aggregate amount of 258@#res of common stock to one investor, Rocketrtiet GmbH, a German limited liabil
company ("Rocket") and used the proceeds fromaheefer working capital and general corporate pagso
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4. STOCKHOLDERS' DEFICIT (Continued)
Common Stock

The board of directors (the "Board") ofyCieal has authorized one class of voting commockstas of May 15, 2010 there were 25,
shares authorized, issued and outstanding of vatmgmon stock, respectively. Each share of votmmmon stock is entitled to one vote
share. Voting common stock is referred to as comatock throughout the notes to these financiaéstants, unless otherwise noted.

CityDeal issued stodkased awards to its employees in the form of wsttistock, which have the potential to increasediitstandin
shares of common stock. See Not&Stck-based Compensation.”

Upon any liquidation, dissolution or windimp of CityDeal (a "liquidation event"), the remiaig assets of CityDeal will be distribu
ratably among holders of common stock only afterghyment of the full Series B Preferred Stock if&3eB Preferred”) liquidation preferet
and Series A Preferred Stock ("Series A Preferrkgiijdation preference has been satisfied.

Preferred Stock

CityDeal has 13,656 of authorized shareSafies A Preferred Stock and 7,732 of authorizeates of Series B Preferred Stock a
May 15, 2010. The rights, preferences, privilegestrictions and other matters relating to thee3elfireferred are as follows.

Series A Preferre(

In February 2010, CityDeal authorized tladesand issuance of 5,934 shares of Series A Pedfdor $3.1 million. In March 201
CityDeal authorized the sale and issuance of 75@2s A Preferred for $2.7 million. The proceedsewsed for working capital and gen
corporate purposes. There were 13,656 shares wditstgas of May 15, 2010.

Holders of Series A Preferred are entittedhe number of votes equal to the number of shhedd. In addition, the Series A Prefe
holders are entitled to receive, upon a liquidageent, the amount equal to the amount of conidbatmade by the holders of Series A
upon the liquidating event, the assets of CityDaalinsufficient to fully pay the amounts owed t&xi8s A Preferred holders, all distributi
would be made ratably in proportion to the full amts to which holders would have otherwise beeitleat

The holders of Series A Preferred are algtitled to receive any dividend declared by tharp by participating equally with the hold
of common stock and the holders of Series B Prederr

Series B Preferre(

In March 2010, CityDeal authorized the satel issuance of 7,732 shares of Series B Preféore®b.7 million. The proceeds were u
for working capital and general corporate purpo$ésere were 7,732 shares outstanding as of MagH).

Holders of Series B Preferred are entitiedhe number of votes equal to the number of shhedd. In addition, the Series B Prefe
holders are entitled to receive, upon a liquidagwent, the amount equal to the amount of coniobbatmade by the holders of Series B
upon the liquidating event, the assets of CityRealinsufficient to fully pay the amounts owed &ri8s B Preferred holders, all
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4. STOCKHOLDERS' DEFICIT (Continued)
distributions would be made ratably in proportiorthie full amounts to which holders would have otfige been entitled.

The holders of Series B Preferred are afgdled to receive any dividend declared by thaf8pby participating equally with the hold
of common stock and the holders of Series A Preferr

Dividends
No dividends were declared during the mkfiom January 1, 2010 to May 15, 2010.
5. STOCK-BASED COMPENSATION

In the period from January 1, 2010 to May 2010, CityDeal granted certain employees rdetticstock awards in subsidiaries
CityDeal, in return for employee services to bedemed. The restricted stock awards vest quarterty a requisite service period up to tt
years, with an initial cliff vesting term betwedmwde and six months. In the case of two employtbesestricted stock awards were granted
immediate vesting, in return for employee servipesviously rendered. There were 3,509 shares ¢figtesl stock awards granted during
period from January 1, 2010 to May 15, 2010 witiveightedaverage grant date fair value of $748.38 per shahigh is amortized on
straightline basis over the requisite service period asmaponent of employee compensation expense. Thetdéfshe restricted stock aw.
expense is classified as a component of additipaig-in capital within stockholders' deficit.

The table below summarizes activity regagdinvested restricted stock awards granted to@raps during the period from Januar
2010 to May 15, 2010:

Weighted-Average

Restricted Grant Date Fair Value
Stock (per share)
Unvested at January 1, 20 3,06t $ 5.57
Grantec 3,50¢ % 748.3¢
Vested (205) $ 403.2¢
Forfeited (3,065 $ 5.57
Unvested at May 15, 20 3,30¢ $ 783.1¢

The fair value of restricted stock thatteesduring the period from January 1, 2010 to May20D10 was $0.1 million. CityDeal recogni
stock compensation expense for restricted stockdsvgranted to employees of $0.2 million for theigeb from January 1, 2010 to May
2010, none of which provided CityDeal with a taxnbfit as a result of a full valuation allowancedeferred tax assets. As of May 15, 201
total of $9.4 million of unrecognized compensat@msts related to unvested restricted stock awarasted to employees are expected t
recognized over the remaining weighted averagegderi 2.7 years.

In the period from January 1, 2010 to M&y 2010 CityDeal awarded certain nemployees (managers of Rocket and the Rocket |
company the European Founders Fund GmbH) with fe#isted restricted stock awards in subsidiaries ifD@al, in return for consultir
services received. There were awards for 399 sludiredly-vested restricted stock granted to remployees during the period from Janua
2010 to May 15, 2010 with a cumulative grant dafeJalue of $0.4 million which were
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5. STOCK-BASED COMPENSATION (Continued)

recognized as a component of consulting expensieeirincome statement upon issuance. The offsdtgadstricted stock award expens
classified as a component of additional paidapital within stockholders' deficit. CityDealddnot recognize a tax benefit associated witt
restricted stock awards granted to non-employeeasrasult of a full valuation allowance on defertaxl assets.

The fair value of the restricted stock agagranted to employees and remployees was determined by reference to the tem
conditions of the capital increases during thequedanuary 1, 2010 to May 15, 2010 (See Not8tdckholders' Deficit") as well as by tt
reference to the information available in connettidgth the CityDeal's acquisition by Groupon, lna.May 15, 2010.

On May 14, 2010 and to facilitate the CigdDs acquisition by Groupon Inc. (see Note Rubsequent Eventy all sharebased awart
granted to employees and nonemployees in CityDéadidiaries were proportionately exchanged foresbased awards in CityDeal. With
exception of changing the legal entity with whitte tsharebased awards are associated, no other terms axiiona of the original awar:
granted in CityDeal subsidiaries were changed aesalt of the exchange. The exchange of fully-weestharebased awards in CityDe
subsidiaries was accounted for as the acquisitfoallooutstanding normontrolling interests in the CityDeal subsidiaridie exchange
unvested share-based awards in CityDeal subsidiforeunvested shateased awards in CityDeal was accounted for as dficettcbn on the
date of exchange, with the additional fair valuehaf unvested shatesed awards granted being recognized over thanmgmaequisite servic
period.

6. INCOME TAXES
The components of pretax loss for the meaie as follows (in thousands):

Period from January 1, 2010
to May 15, 2010

Loss before

20 Provision for income taxes
provision for

income taxes Current Deferred
Germany $ (9228 $ — 3 —
International (11,629 — —
Loss before provision of income tax $ (20,859 $ — —

The items accounting for differences betweeome taxes computed at the statutory rate hadptovision for income taxes were
follows:

Period from
January 1, 2010
to May 15, 2010

Statutory income tax ra 30.2%
Valuation allowanct (30.29%
Total provision for income taxce —%

At May 15, 2010, CityDeal had $21.5 milliohoperating loss carryforwards, which will cawyivard indefinitely.

F-85




Table of Contents

CityDeal Europe GmbH

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS,
COMPREHENSIVE LOSS AND CASH FLOWS (Continued)

6. INCOME TAXES (Continued)
For all tax jurisdictions, all fiscal pedis from the commencement of business starting @9 20e subject to tax audits.

No accrual has been recorded at Janua2@10Q nor at May 15, 2010 for uncertain tax posgi@nd no provision for uncertain
positions has been recorded for the period fronudanl, 2010 to May 15, 2010.

7. CONCENTRATION RISKS

CityDeal is potentially subject to finandiastrument concentration of credit risk througdhdash equivalents and trade accounts recei
CityDeal performs evaluations of the relative ctatianding of these financial institutions and tsrthe amount of credit exposure with any
institution. A significant amount of accounts raadile is with several payment and credit card Bsicg service providers in Europe.

For the period from January 1, 2010 to M&y 2010, revenue of $6.0 million was transacte@@many and the remaining revenu
$2.8 million arose in other locations within Europe

8. FAIR VALUE MEASUREMENTS

Fair value is an exit price, representihng amount that would be received to sell an assgiaim to transfer a liability in an orde
transaction between market participants at the area®ent date. As such, fair value is a matketed measurement that should be deterr
based on assumptions that market participants waédn pricing an asset or a liability.

To increase the comparability of fair valmeasures, the following hierarchy prioritizes thputs to valuation methodologies usei
measure fair value:

Level 1—Observable inputs that reflect quoted @rigeadjusted) for identical assets or liabiliireactive markets.
Level 2—Include other inputs that are directly mdirectly observable in the marketplace.

Level 3—Unobservable inputs that are supported by littla@market activities. Valuations derived from \a&lan techniques in whit
one or more significant inputs or significant vallidvers are unobservable, such as pricing modigsounted cash flow models ¢
similar techniques not based on market, excharegedor broker-traded transactions.

In determining fair value, CityDeal usesrioas valuation approaches within the fair valueasmwement framework. The valuai
methodologies used for CityDeal's instruments megisat fair value and their classification in thduation hierarchy are summarized below:

Cash equivalents—Cash equivalents primarily coedisif highlyrated commercial paper and money market funds. Ctsmpan'
classified cash equivalents as Level 1, due ta tledrtterm maturity, and measured the fair value basedated prices in acti
markets for identical assets.
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8. FAIR VALUE MEASUREMENTS (Continued)
The following table summarizes CityDeabsets that are measured at fair value on a regupgais (in thousands):

Fair Value Measurement at Reporting Date Usin¢

Quoted Prices in Active Significant Other Significant
As of Markets for Identical Observable Inputs Unobservable
Description May 15, 2010 Assets (Level 1) (Level 2) Inputs (Level 3)
Assets:
Cash equivalent $ 4741 $ 4741 $ — $ —

There were no changes to CityDeal's vadnattechniques used to measure asset and liakdlitywélues on a recurring basis for the pe
of January 1, 2010 through May 15, 2010.

At May 15, 2010 there were no material failue adjustments required for non-financial asaet liabilities.
9. RELATED PARTIES
Shareholder Loans

CityDeal and its shareholders entered $eteeral loan agreements starting in March 2010yettyecertain CityDeal shareholders provi
cash to fund operational and working capital nesfdbe business. During the period from Janua301L0 to May 15, 2010, CityDeal recei
$17.1 million of proceeds from shareholders, of ¢hh$8.5 million was outstanding as of May 15, 20If8e outstanding balance acci
interest at a rate of 5% per year and is payabde termination of the facility, which is the earligf any prepayments or December 2012. /
May 15, 2010, the accrued interest was insignifican

Consulting

CityDeal purchased administrative and ottmmsulting services from CityDeal shareholdersrduthe period from January 1, 201(
May 15, 2010 with expenses for the period of $1lillion. In addition, in conjunction with such corsng services, CityDeal awarded cert
employees who were shareholders restricted stodulisidiaries of CityDeal. There were 399 sharegesfricted stock granted during
period from January 1, 2010 to May 15, 2010 withrant date fair value of $0.4 million, which wagagnized as consulting expense in
consolidated statement of operations.

10. SUBSEQUENT EVENTS
CityDeal has evaluated subsequent everasgh May 31, 2011, the date the consolidated Gizistatements were available to be issued.
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Report of Independent Auditors

The Board of Directors
Groupon Japan, Inc. (formerly known as Qpod.inc)

We have audited the accompanying staterofeoperations, stockholders' equity, and cash flofvQpod.inc (the "Company") for t
period from June 4, 2010 to August 11, 2010. THiesecial statements are the responsibility of @lmenpany's management. Our responsit
is to express an opinion on these financial statgsigased on our audit.

We conducted our audit in accordance wiltlittng standards generally accepted in the Urtades. Those standards require that we
and perform the audit to obtain reasonable assarabout whether the financial statements are ffematerial misstatement. We were
engaged to perform an audit of the Company's iaterontrol over financial reporting. Our audit inded consideration of internal control c
financial reporting as a basis for designing apditcedures that are appropriate in the circumstaring not for the purpose of expressini
opinion on the effectiveness of the Company's idkecontrol over financial reporting. Accordinglye express no such opinion. An audit
includes examining, on a test basis, evidence stipgothe amounts and disclosures in the finanstatements, assessing the accou
principles used and significant estimates made bgagement, and evaluating the overall financidéstant presentation. We believe that
audit provides a reasonable basis for our opinion.

In our opinion, the financial statement®ened to above present fairly, in all materialpests, the result of its operations and its cashs
of Qpod.inc for the period from June 4, 2010 to Astgl1, 2010 in conformity with U.S. generally guesl accounting principles.

/sl Ernst & Young ShinNihon LLC

Tokyo, Japan
May 25, 2011
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QPOD.INC
STATEMENT OF OPERATIONS

(in thousands of Japanese Yen)

Period from
June 4, 2010 to
August 11, 2010

Revenue ¥ 23,09¢
Cost of revenu 19,32¢
Gross profit 3,77(C
Operating expense
Marketing 57,30«
Selling, general and administrati 89,67¢
Total operating expens: 146,98
Loss from operations (143,219
Interest and other expenses, (32¢)
Loss before provision for income taxe (143,54))
Provision for income taxe (2,54%)
Net loss ¥ (146,08

See Notes to Financial Statements.
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Balance as @
June 4,
2010

Net loss

Issuance o
common
stock

Issuance o
preferred
stock

Balance as @
August 11,
2010

QPOD.INC
STATEMENT OF STOCKHOLDERS' EQUITY

(in thousands of Japanese Yen, except shares)

Additional Total
Preference A Common Paliclflrr11a Accumulated Stock?lc?lders‘

Shares Amount Shares Amount Capital Deficit Equity
— ¥ — — ¥ — ¥ — ¥ — ¥ —
— — — — — (146,08 (146,08
— — 10,00( 10C — — 10C
9,60( 100,80( — — 100,02 — 200,82
9,60C ¥ 100,80( 10,00C ¥ 10C ¥ 100,02: ¥ (146,08, ¥ 54,84(

See Notes to Financial Statements.
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QPOD.INC
STATEMENT OF CASH FLOWS
(in thousands of Japanese Yen)

Period from
June 4, 2010 to
August 11, 2010

Operating activities

Net loss ¥ (146,08
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 552
Deferred income taxe 2,48(
Change in assets and liabiliti¢
Accounts receivabl (18,679
Prepaid expenses and other current a: (17,379
Accounts payabl 15,38¢
Accrued expenses and other current liabili 102,62:
Net cash used in operating activitie (61,099
Investing activities
Purchases of property and equipm (23,76)
Purchases of intangible ass (5,937
Investments in security depos (51,24
Net cash used in investing activitie (80,94
Financing activities
Issuance of common stock, net of issuance ¢ 10C
Issuance of preferred stock, net of issuance 200,82«
Net cash provided by financing activities 200,92-
Net increase in cast 58,88t

Cash, beginning of peric —

Cash, end of perio ¥ 58,88t

See Notes to Financial Statements.
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QPOD.INC

NOTES TO FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS

Qpod.inc ("Qpod"), a Japanese corporatiaseld in Tokyo, Japan, is a collective buying polugsiness that provides online marke
services that enable consumers to purchasediggiount daily deals on a wide array of local goadsvices and events. Qpod was establ
in June 2010 and commenced operations in July 20b0August 11, 2010, Qpod became a subsidiary ou@n B.V., a whollygwnec
subsidiary of Groupon, Inc. ("Groupon"), and chahge name to Groupon Japan, Inc. See Ndefisequent Events

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Use of Estimates

Qpod's financial statements were prepanegccordance with United States generally acceptedunting principles ("U.S. GAAP") a
on the premise of a going concern. Qpod has suffiesses from operations and has had negative topgeash flows. As discussed in Nor
Subsequent Event®)pod has entered into agreements with Grouporitaigsioup companies to provide the necessary lelvishancial suppo
at least through August 12, 2011.

The preparation of financial statementsanformity with U.S. GAAP requires estimates anguasptions that affect the reported amo
and classifications of assets and liabilities, rexes and expenses, and the related disclosuremtingent liabilities in the financial stateme
and accompanying notes. Actual results could diffaterially from those estimates.

Revenue Recognition

Qpod recognizes revenue from its daily sleghen the following criteria are met: persuasivielence of an arrangement exists; deli
has occurred; the selling price is fixed or deteable; and collectability is reasonably assuredes€hcriteria generally are met when
number of customers who purchase the daily desderi the predetermined threshold, based on theitedecontract between Qpod anc
merchants. Qpod records the gross amount it reséige its deals as revenue, excluding taxes wapgpticable, as Qpod is the primary obli
in the transaction, and records an allowance fiicmased customer refunds on total revenue priméxélged on historical experience.

Cost of Revenue

Cost of revenue consists of direct costsirired to generate revenue, primarily the agrgaah payments to the merchants. Cost of rev
components are recorded with the associated revemlipayments are made to merchants based on eéetiated payment schedules ol
redemption of daily deals by customers.

Marketing

Marketing expense consists primarily ofie@mlmarketing costs, such as advertising on soeflorking sites and through search eng
and offline marketing costs such as television griat advertising. Qpod also records costs assetiatith customer acquisition and affili
arrangements in marketing expense on the statesh@pierations. Online marketing expense is recaghlzased on the terms of the indivic
agreements, while offline marketing expense geheisatecognized in the period in which it is inced.
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NOTES TO FINANCIAL STATEMENTS (Continued)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Depreciation and Amortization

Depreciation expense is recorded on agdttdine basis over the estimated useful lives of thgets (generally three years for exte
software and licenses and five years for furnitanel fixtures) and is classified within selling, gesd and administrative expenses in
statement of operations.

Income Taxes

The provision for income taxes is deterrdinging the asset and liability method. Under théthod, deferred tax assets and liabilitie:
calculated based upon the temporary differencegdmet the financial statement and income tax bafsassets and liabilities using the statu
tax rates that are applicable in a given year. déferred tax assets are recorded net of a valuatiowance when, based on the weigt
available evidence, Qpod believes it is more likiblgn not that some portion or all of the recordeterred tax assets will not be realize
future periods. Qpod considers many factors wheessing the likelihood of future realization of d@eferred tax assets, including re:
cumulative earnings experience, expectations afréutaxable income and capital gains by taxingsgliction, the carrjerward period
available for tax reporting purposes, and othesgvanht factors. Qpod allocates its valuation alloveato current and lonterm deferred te
assets on a pro-rata basis. A change in the estiofidititure taxable income may require an increastecrease to the valuation allowance.

3. OPERATING LEASES

Qpod has entered into noancelable operating lease agreements, primarinerowy certain of its offices, with original leageriod:
expiring between 2010 and 2012. Rent expense uthdee operating leases was 3.0 million Japaneseorehe period from June 4, 201(
August 11, 2010.

Qpod is responsible for paying its proportite share of the actual operating expenses ahestate taxes under certain of these
agreements. These operating expenses are noteacindhe table below.

As of August 11, 2010, future payments urageerating leases (including rent escalation @ausere as follows (in thousands of Japs
Yen):

Year Ending December 3

2010 (remaining perioc ¥ 46C
2011 1,18¢
2012 63t
2013 —
2014 —
Thereaftel —
¥ 2,28:
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NOTES TO FINANCIAL STATEMENTS (Continued)
4. STOCKHOLDERS' EQUITY
Common Stock

In June 2010, Qpod authorized the saleisméince of 10,000 shares of common stock for @libmJapanese Yen, and used the proc
from the sale for working capital and general coap® purposes. Each share of common stock isexhtitl one vote per share.

Qpod also issued stobksed awards to its employees in the form of staptions, all of which have the potential to incleeahares «
common stock in the future.

Preferred Stock

In July 2010, Qpod authorized the sale i@sdance of 9,600 shares of Preference A stocRGar6 million Japanese Yen, and usec
proceeds from the sale for working capital and ganeorporate purposes. The holders of Preferenstogk are entitled to receive, on an as-
converted to common stock basis, any other dividendistribution if declared by Qpod's Board of &itors (the "Board"), participati
equally with the holders of common stock.

5. INCOME TAXES

The provision for income taxes for the pdrirom June 4, 2010 to August 11, 2010 consistedeofollowing components (in thousand:
Japanese Yen):

Current Tax Expens ¥ 63
Deferred Tax Expens 2,48(
¥ 2,54

The reconciliation between the applicableome tax rate and the effective income tax ratehfe period from June 4, 2010 to August
2010 is as follows:

Stautory income taxe ra 40.6%
Decrease in tax rat
Valuation allowance for deferred tax ass (42.27)
Other (0.29)
Effective income tax rat (2.7¢)

In determining the need for a valuatiomaknce, Qpod weighs both positive and negativeeswid in the taxing jurisdictions in whicl
operates to determine whether it is more likelynthat that its deferred tax assets are recoverablessessing the ultimate realizibility of its
deferred tax assets, Qpod considers its past peafuce, available tax strategies, and expectedeftéxable income, At August 11, 2010, Q
recorded a valuation allowance of 60.6 million Jegs® Yen against its net deferred tax assets batietves it is more likely than not that th
benefits will not be realized. At August 11, 2010pod has approximately 142.5 million Japanese Yfeneb operating loss carryforwar
which can be carried forward for 7 years.
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6. RELATED PARTIES
Service Agreements

Qpod has entered into various agreemeritsa@mpanies in which certain of Qpod's Board mesbave direct and/or indirect owners
interests, to provide information technology, méirkg and other services to Qpod. Qpod paid a tteé86.9 million Japanese Yen to th
companies for services rendered for the period fiane 4, 2010 to August 11, 2010, which were diaslswithin operating expenses in Qp«
statement of operations. The related party paynmentsisted of the following components (in thousaofiJapanese Yen):

Payroll and benefit ¥ 14,34¢
Advertising 18,18:
Commissior 3,81¢
Other 55¢

¥ 36,90°

Sublease Agreements

Qpod has entered into agreements with apeosn in which certain of Qpod's Board members hdivect and/or indirect ownerst
interests, pursuant to which Qpod subleased agpodi office space in Tokyo from this company. Qmadd 1.6 million Japanese Yen in 1
expense, and 11.1 million Japanese Yen in depdsitthis company under the sublease agreementthéoperiod from June 4, 2010
August 11, 2010.

7. SUBSEQUENT EVENTS

Qpod evaluated subsequent events or traosachrough May 25, 2011, the date the finansiatements were available for issuance
determined following items were non-recognized ésen

Letter Agreement

In August 2010, Qpod entered into a Lettgreement (the "Agreement”) with Groupon B.Vpravate limited liability company, and ott
investors (together with Groupon B.V., the "Purara¥) to sell all of Qpod's newly issued PrefereBehares ("B shares") for a cash purc
price of 31,378 Japanese Yen per share (the "PsecRece"). The Purchase Price paid by all Purchemmounted to 945.3 million Japar
Yen. Under this agreement, Groupon B.V. acquire®%®0of Qpod's B shares, and the other investorsiaatthe remaining 9.1%. As of 1
date of the Agreement, the B Shares acquired biPtinehasers represented 55.1% of the total issugtd@standing capital stock of Qpod,
the B Shares acquired by Groupon B.V. represer@etdb of the total issued and outstanding capitadksbf Qpod, on a fully-diluted basis.

Shareholders Agreement

In conjunction with the Agreement, certéiunding members and other shareholders of Qpolie¢tively, the "other shareholder
entered into an agreement with Groupon, which plediGroupon with call rights that allow it to buyercentage of the remaining share
Qpod. Exercising all of the call rights would gi@oupon an aggregate of 90.0% of the outstandipgatastock of Qpod. Additionally, tl
other shareholders have put rights to sell theistanding capital stock to Groupon in
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QPOD.INC
NOTES TO FINANCIAL STATEMENTS (Continued)
7. SUBSEQUENT EVENTS (Continued)

the event of an initial public offering of Groupasybject to certain conditions, which would giveo@son up to an aggregate of 90% of
outstanding capital stock of Qpod.

Stock Purchase Agreement

In January 2011, Groupon entered into @lSRurchase Agreement (the "SPA") with the otheresholders, whereby Groupon purchi
an additional percentage of the shares of Qpod ffmrother shareholders, increasing Groupon's ahipein Qpod to 90.0%. Under the te
of the SPA, Groupon acquired 21,812 shares of dked tssued and outstanding capital stock of Qmuda fullydiluted basis, for a ca
purchase price of 94,442 Japanese Yen per shag0@0.0 million Japanese Yen. In conjunction wite SPA, Groupon has call rights 1
allow it to buy all of the remaining shares of Qp&aercising the call rights would give Groupon 1¥@ ownership of the outstanding cay
stock of Qpod. Additionally, the remaining Qpod felders have put rights to sell their outstandiapital stock to Groupon, including ¢
shares of capital stock issuable upon exercisgtbms, which would give Groupon 100% of the outdiag capital stock of Qpod.

Issuance of convertible bonds

On November 17, 2010, the Company issuedertible bonds of 982.6 million Japanese Yenpélvhich were subscribed by Grouy
B.V. Each bond will accrue simple interest on itdstanding principal balance at 3.5% per annum. Campany shall pay Groupon B.V.
amount in cash equal to all outstanding principal accrued and unpaid interest on July 31, 20Bnthturity date. If the Company becom
wholly owned subsidiary of Groupon B.V., GrouporvBhas the right to set the maturity date as the 88 days after the day on which
Company becomes a wholly owned subsidiary of Graupy .

During the conversion period from Novemb@&y 2010 through July 30, 2014, Groupon B.V. shalle the right to convert all outstanc
principal under each bond issued by the Company sariscribed for by Groupon B.V. into Preference Hares of the Company a
predetermined conversion rate. However, Groupon. Bisly not exercise its right to convert the bondsl the Company is a wholly own
subsidiary of Groupon B.V. On the conversion ddte,Company will pay in cash to Groupon B.V. ateiest accrued.

On December 15, 2010, the Company issugt/ertible bonds of 325.2 million Japanese Yen, adllwhich were subscribed
Groupon B.V. Each bond will accrue simple inte@stts outstanding principal balance at 1.0% p&wuamuntil December 31, 2010. Start fr
January 1, 2011 that the annual interest ratebgiltaised to 3.5% instead. The Company shall payiggm B.V. an amount in cash equal t
outstanding principal and accrued and unpaid istere July 31, 2014, the maturity date. If the Campbecomes a wholly owned subsidiar
Groupon B.V., Groupon B.V. has the right to set tigturity date as the date 30 days after the daywlooh the Company becomes a wh
owned subsidiary of Groupon B.V.

During the conversion period from JanuarQl1 through July 31, 2014, Groupon B.V. shallehthe right to convert all outstand
principal under each bond issued by the Company sariscribed for by Groupon B.V. into Preference Hares of the Company a
predetermined conversion rate. However, Groupon Bisy not exercise its right to convert the bondsl the Company is a wholly own
subsidiary of Groupon B.V. On the conversion dtte,Company will pay in cash to Groupon B.V. ateirest accrued.
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GROUPON, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMEN T OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2010

Effective May 15, 2010, Groupon, Inc. (l@@mpany") acquired CityDeal Europe GmbH ("CityDgah collective buying power busint
that provides daily deals and online marketing isesssubstantially similar to the Company. EffeetAugust 11, 2010, the Company acqt
Qpod.inc ("Qpod"), a Japanese corporation whiclo alperates a collective buying power business phavides daily deals and onli
marketing services substantially similar to the @amy. As a result of the acquisitions, the Compla@ljeves it has established a signific
presence in the European and Japanese marketsatgggtally expanding into new geographies andeiasing its subscriber base. In addit
the Company believes it has gained managements$ éxpertise in maintaining vendor relationships astablishing new relationships
obtained an assembled workforce that has signifieaperience and knowledge of the industry.

For purposes of the Unaudited Pro Formadénsed Consolidated Statement of Operations foy¢lae ended December 31, 2010,
Company assumed that the CityDeal and Qpod acigumisioccurred on January 1, 2010. As a result,Uhaudited Pro Forma Conden
Consolidated Statement of Operations was derivad:fr

. the audited historical consolidated income statérobthe Company for the year ended December 310
. the audited historical consolidated income stateérob@ityDeal for the period from January 1, 20dMay 15, 2010; and

. the audited historical consolidated income stateroB®pod for the period from January 1, 2010 taydst 11, 2010.

The Unaudited Pro Forma Condensed CongdetidStatement of Operations is presented for idtistn purposes only and does
necessarily indicate the operating results thatldvbave been achieved if the CityDeal and Qpod iagipns had occurred at the beginnin
the period presented, nor is it indicative of fetoperating results.

The Unaudited Pro Forma Condensed Congelidgtatement of Operations should be read in cotipn with the Company's histori
consolidated financial statements and accompanyates included in this prospectus.
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GROUPON, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMEN T OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2010
(in thousands, except share and per share amounts)

CityDeal
Europe GmbH Qpod.inc
Period from Period from
January 1, January 1, 2010 Acquisition
Groupon, Inc. 2010 through through Pro Forma
Historical May 15, 2010 August 11, 2010 Adjustments Pro Forma
Revenue $ 713,36 8,41¢ $ 26 $ — $ 722,04¢
Cost of revenu 433,41: 9,211 222 — 442,84«
Gross profit 279,95¢ (792 43 — 279,20"
Operating expense
Marketing 263,20: 6,78¢ 655 — 270,64:
Selling, general and
administrative 233,91 13,03« 1,021 8,18¢(a) 256,15
Acquisitior-related(b) 203,18: — — 203,18
Total operating
expense: 700,29¢ 19,81¢ 1,67¢ 8,18¢ 729,97¢
Loss from operations (420,349 (20,610 (1,637 (8,18¢) (450,779
Interest and other
income (expense), r 284 (243%) 4 — 37
Loss before provision
for income taxes (420,06() (20,857 (1,637 (8,18¢) (450,73
(Benefit) provision for
income taxe: (6,679 — 29 — (6,64%)
Net loss (413,38f) (20,859) (1,66¢€) (8,18¢)  (444,09)
Less: Net loss
attributable to
noncontrolling
interests 23,74¢ 4,24( — — 27,98¢
Net loss attributable
to Groupon, Inc. (389,64() (16,619) (1,66¢€) (8,18¢) (416,109
Dividends on preferrec
stock (1,362 — — — (1,362
Redemption of
preferred stock in
excess of carrying
value (52,899 — — — (52,899
Adjustment of
redeemable
noncontrolling
interests to
redemption valu (12,425 — — — (12,429
Net loss attributable
to common
stockholders $ (456,32 $ (16,619 $ (1,66€) $ (8,18¢) $(482,78Y
Net loss per share
Basic $ (2.6€) (c)
Diluted $ (2.66€) (c)
Pro forma basi
(unaudited’ (c)
Weighted average
number of shares
outstanding
Basic 171,349,38 (c)
Diluted 171,349,38 (c)
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GROUPON, INC.

NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS FOR THE YEAR
ENDED DECEMBER 31, 2010

(@) Amortization

The pro forma adjustment reflects the aodil@l amortization that would have been recogniaedhe intangible assets of CityDeal
Qpod had the acquisitions occurred on January 110.20

CityDeal Qpod
Amortization Amortization
January 1, 2010 to January 1, 2010 to
Useful Life May 15, 2010 August 11, 2010 Total

Vendor relationship  1lyear $ 2,68¢ $ 124 $ 2,81:
Developed

technology 2 years 22¢ 19 24¢

Trade name 1 year 2,34¢ 12 2,35¢
Subscriber

relationships 5 years 2,64: 124 2,76

Total $ 7,907 $ 27¢ $ 8,18¢

(b) Acquisition-related

The Company recorded contingent considandti the form of common stock as part of the CagbDacquisition, which was subseque
remeasured on a periodic basis during the yeardeDdeember 31, 2010 until final settlement. Hadtthasaction occurred on January 1, 2
the amount may have been materially different.

(c) Earnings per share

The pro forma basic earnings per sharaidesd 146,661,182 shares of Series B, Series DesSEriSeries F and Series G preferred !
converted into shares of common stock and the  shares of additional common stock issudtii;offering. The pro forma diluted earnil
per share include the dilutive effect of stock options outstanding using the treasurgkstoethod.
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PART I

INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.

The following table sets forth all expensede paid by the registrant, other than estimatederwriting discounts and commissions
connection with this offering. All expenses will berne by the registrant (except any underwritilgaunts and commissions and expe
incurred by the selling stockholders in this offigni. All amounts shown are estimates except foiSB€ registration fee, the FINRA filing 1
and the listing fee.

SEC registration fe $ 87,07:
FINRA filing fee $ 75,50(
listing fee *

*

Printing and engravin

Legal fees and expens

Accounting fees and expens

Blue sky fees and expenses (including related lege

*

*

fees) *
Transfer agent and registrar fe *
Miscellaneous expens

Total $ *

* To be provided by amendment
ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICER S.

Section 145 of the Delaware General CotpmraLaw authorizes a corporation's board of dwextto grant, and authorizes a coul
award, indemnity to officers, directors and othemorate agents.

As permitted by Section 102(b)(7) of thdd»eare General Corporation Law, or DGCL, the regists certificate of incorporation to be
effect upon the closing of this offering includesyisions that eliminate the personal liabilityitsf directors and officers for monetary dam:
for breach of their fiduciary duty as directors afficers, except for liability (i) for any breadi the director's duty of loyalty to the corpora
or its stockholders, (ii) for acts or omissions mogood faith or which involve intentional miscard or a knowing violation of law, (iii) fc
unlawful payments of dividends or unlawful stoclpuechases, redemptions or other distributions Wrf@r any transaction from which t
director derived an improper personal benefit. Tdgistrant's amended and restated certificate afrporation provides for such limitation
liability.

In addition, as permitted by Section 145h&f DGCL, the bylaws of the registrant to be dffecupon completion of this offering provi
that:

. The registrant shall indemnify its directors anticefrs for serving the registrant in those capasitir for serving other busin:
enterprises at the registrant's request, to tHestuéxtent permitted by Delaware law. Delaware paavides that a corporati
may indemnify such person if such person actedowmdgfaith and in a manner such person reasonaligvbd to be in or ni
opposed to the best interests of the registrant &it respect to any criminal action or proceedingd no reasonable caus
believe such person's conduct was unlawful.

. The registrant may, in its discretion, indemnifypayees and agents in those circumstances wheeeinification is permitte
by applicable law.

. The registrant is required to advance expensedna@sred, to its directors and officers in connectiwith defending
proceeding, except that such director or officedlsindertake to
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repay such advances if it is ultimately determitiet such person is not entitled to indemnification

. The registrant will not be obligated pursuant te tiylaws to indemnify a person with respect to peatings initiated by th
person, except with respect to proceedings authdrizy the registrant's board of directors or broughenforce a right -
indemnification.

. The rights conferred in the bylaws are not excleisand the registrant is authorized to enter intiemnification agreements w
its directors, officers, employees and agents arabtain insurance to indemnify such persons.

. The registrant may not retroactively amend the Wwypaovisions to reduce its indemnification obligeis to directors, officer
employees and agents.

The registrant's policy is to enter intpa@te indemnification agreements with each dflitsctors and officers that provide the maxin
indemnity allowed to directors and executive officby Section 145 of the DGCL and certain additigmacedural protections. The regist!
will also maintain directors and officers insuramgénsure such persons against certain liabilities

These indemnification provisions and thegeimnification agreements entered into betweendpistrant and its officers and directors |
be sufficiently broad to permit indemnification tife registrant's officers and directors for lighk (including reimbursement of exper
incurred) arising under the Securities Act.

The underwriting agreement to be filed akiEit 1.1 to this registration statement providesindemnification by the underwriters of -
registrant and its officers and directors for dertebilities arising under the Securities Act asttierwise.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.

We sold the following shares of our Sebepreferred stock, Series E preferred stock, Séripseferred stock, Series G preferred si
voting common stock and nomting common stock to the following entities andividuals on the dates set forth below. The issaarf thes
securities were deemed to be exempt from registrathder the Securities Act of 1933, as amendelignce on Section 4(2) of the Secur
Act as transactions not involving a public offeririthe information set forth below with respect tar @oting and norvoting common stoc
gives effect to (i) the three-for-one stock spfitoor voting and non-voting common stock that wampleted in August 2010 and (ii) the two-
for-one stock split of our voting and non-votingrmmon stock that was completed in January 2011.

Non-
SeriesD  SeriesE  Series F Voting Voting Series G
Preferred Preferred Preferred  Common Common  Preferred Total
Date of Purchase
Name of Stockholder ~ Stock®  Stock®@  stock ) Stock ) Stock ®) stock®  purchase Price
Entities affiliated with
New Enterprise
Associate: 6,560,17 1/15/0¢ $  4,799,99
Andrew D. Masor 1,800,001 11/1/0¢ $ 144,00(
Entities affiliated with
Accel Partner: 2,932,55; 11/17/0¢ $ 20,000,00

Entities affiliated with

New Enterprise

Associate: 1,466,27! 11/17/0¢ $ 10,000,00
The Board of Trustees

of Leland Stanford

Junior University 7,332 11/17/0¢ $ 50,00¢
Entities affiliated with

Digital Sky

Technologiet 3,113,08! 4/16/1C $ 100,000,00
Entities affiliated with

Battery Venture: 1,089,57: 4/16/1C $ 35,000,00
Goodrec, Inc.

stockholders 357,30( 5/6/1(C ™
Entities affiliated with

CityDeal

Management UC 19,800,00 5/15/1( ®)
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Non-Voting
SeriesD  SeriesE  Series F Voting Series G
Preferred Preferred Preferred  Common Common  Preferred Total
Date of Purchase

Name of Stockholder ~ Stock®  Stock®  stock ®) Stock @) Stock ®) stock®  pyrchase Price
Goodrec, Inc.

stockholders 120,00( 11/6/1¢ ©
Ludic Labs Inc.

stockholders 1,230,001 11/30/1( (10)
Entities affiliated with

CityDeal

Management UC 21,600,00 12/1/4¢ @
Entities affiliated with

The Growth Fund of

America, Inc. 5,539,73! 12/17/1¢ $ 175,000,07
Entities affiliated with

Fidelity Investment: 3,165,55! 12/17/1C $ 100,000,00
Entities affiliated with

Morgan Stanley

Investment

Managemen 2,374,171 12/17/1¢ $ 75,000,03
Entities affiliated with

T. Rowe Price 3,165,55! 12/17/1( $ 100,000,00
Allen & Company, LLC 126,62: 1/11/11 $  3,999,98
Entities affiliated with

DST Global Limitec 1,614,43 1/11/21 $ 51,000,03
Andressen Horowitz

Fund Il, L.P. 1,266,22: 1/11/11 $ 39,999,98
Entities affiliated with

Battery

Ventures VIII, L.P. 728,07¢ 1/11/11 $ 23,000,01
Entities affiliated with

Greylock XIlII

Limited Partnershij 2,057,61. 1/11/11 $ 64,999,99
Guy Oseary Family

Trust 63,31: 1/11/11 $  1,999,99
KPCB Holdings, Inc. 2,057,61. 1/11/11 $ 65,000,02
Entities affiliated with

Maverick Fund

Private

Investments, Ltd. 1,582,78I 1/11/11 $ 50,000,022
SLP Green Holdings,

L.L.C. 1,582,77 1/11/11 $ 49,999,98
Entities affiliated with

TCV Member

Fund, L.P. 4,748,33! 1/11/11 $ 150,000,02
Howard Schult: 316,55t 2/10/11 $ 5,000,00:
Matt McCutcher 14,52( 2/10/11 $ 229,34
Entities affiliated with

MEP

Associates IV, L.P. 633,11: 2/10/11 $ 10,000,00
Placido Arangc 63,31 2/10/11 $ 999,99°
Theodore J. Leons 63,33 2/24/11 $ 1,000,31
1) Each share of Series D preferred stock will conied six shares of Class A common stock upon timsemmation of this offering.
2) Each share of Series E preferred stock will coniveat six shares of Class A common stock upon tresemmation of this offering.
(3) Each share of Series F preferred stock will conwgetsix shares of Class A common stock upon dresammation of this offering.
4) Each share of voting common stock will convert iote share of Class A common stock upon the consimmof this offering.
(5) Each share of non-voting common stock will conveid one share of Class A common stock upon thewomation of this offering.
(6) Each share of Series G preferred stock will conveattwo shares of Class A common stock upon dresammation of this offering.
@) These shares were issued as partial consideraticonnection with the merger of Goodrec, Inc. dMébly with and into Groupon Mobly, Inc.
(8) These shares were issued as consideration in aiomedth the merger of CityDeal Europe GmbH withdanto Groupon Germany GbR.
9) These shares were issued as contingent considenatimnnection with the merger of Goodrec, Inb/aMobly with and into Groupon Mobly, Inc.

(10) These shares were issued as partial consideraticonnection with the merger of Ludic Labs, Incthwand into Groupon Ludic, Inc.
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(11) These shares were issued as contingent considematimnnection with the sale of CityDeal Europelgkirto Groupon Germany GbR.

Since January 1, 2008, we have grantedogtio 663 of our employees or consultants to @setan aggregate of 17,180,200 shar
our common stock, of which 3,225,339 have beenoisedt, 3,368,643 have expired and 10,586,218 reaitiar unvested or unexercised.
weighted average exercise price for the unvestefdoarunexercised options is $2.25 per share. Irtiadd since January 1, 2008, we h
granted 5,275,882 restricted stock units to 176wfemployees or consultants, 4,705,797 of whichaia unvested. Each of the option
restricted stock unit grants were awarded undéeeithe Company's 2010 Stock Plan or 2008 Stocko@ptlan and, subject to the term:

those plans, vest and allow for exercise, as agplks in accordance with the terms of each indizidwant.

Other than the transactions listed immetijahbove, we have not issued and sold any unezgistsecurities in the three years prece

the filing of this registration statement.

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES.

(a) Exhibits. The following exhibits are included hereir incorporated herein by referen

Exhibit
Number

Description

1.1*

*

3.1

3.7°

Form of Underwriting Agreemen
Fifth Amended and Restated Certificate of Incorfiora as currently in effec

Form of Amended and Restated Certificate of Incafon, to be in effect upon the closing
of this offering.

By-Laws, as currently in effec
Form of Amended and Restated Bylaws, to be in effpon the closing of this offerin
Specimen Class A common stock certificate of thgifteant.

Third Amended and Restated Investors Rights Agreéndated as of December 10, 2010,
between Groupon, Inc. and certain investors natmeebin.

Opinion of Winston & Strawn LLF

2008 Stock Option Plan.*

Form of Notice of Grant of Stock Option under 2@8ck Option Plan.*
2010 Stock Plan.*

Form of Notice of Grant of Stock Option under 2@t0ck Plan.**

Form of Notice of Restricted Stock Unit Award un@é10 Stock Plan.*

Employment Agreement, dated as of November 1, 200@nd between Groupon, Inc. and
Andrew D. Mason.**

Amendment to Employment Agreement, dated as of bbee 15, 2010, by and between
Groupon, Inc. and Andrew D. Mason.

Amended and Restated Employment Agreement, datetifgsril 29, 2011, by and between
Groupon, Inc. and Jason Child.

Employment Agreement, dated as of March 15, 20¢@nd between Groupon, Inc. and
Rob Solomon.**
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Exhibit
Number

Description

10.1¢*

10.17°

10.12°

10.12

10.1£*

10.15*

10.1¢*

10.17"

10.1¢*

10.1¢

10.2¢*

10.27*

10.27°

10.27

10.24°

21.7*
23.1
23.2
23.2

23.2°

Amendment to Employment Agreement, dated as afeb#er 15, 2010, by and between
Groupon, Inc. and Rob Solomon.

Employment Agreement, dated as of November 30, 20§ @nd between Groupon, Inc.,
Groupon Ludic, Inc. and Brian Totty.!

Consulting Contract, dated May 12, 2010, betwedyl&ial Europe GmbH and Oliver
Samwer.**

Share Exchange and Transfer Agreement, datedMayfl5, 2010, by and among CD-Inv
Holding UG, CD-Rocket Holding UG, CityDeal Managem& G, CityDeal Europe GmbH,
Groupon German GbR and Groupon, |

Earn-out Agreement, dated as of May 15, 2010, ladyaanong CD-Inv Holding UG, CD-
Rocket Holding UG, CityDeal Management UG, CityDEakrope GmbH, Groupon German
GbR and Groupon, In

First Amendment to Earn-Out Agreement, dated &eptember 14, 2010, by and among
CD-Inv Holding UG, CD-Rocket Holding UG, CityDealdaiagement UG, CityDeal
Europe GmbH, Groupon German GbR and Groupon,

Second Amendment to Earn-Out Agreement, dated Bewémber 30, 2010, by and among
CD-Inv Holding UG, CD-Rocket Holding UG, CityDealdailagement UG, CityDeal
Europe GmbH, Groupon German GbR and Groupon,

Agreement of Lease, dated as of October 14, 2048nd between 600 West Chicago
Associates LLC and Groupon, Ir

Sublease, dated as of June 2010, by and betweatbhigk LLC and Groupon, In

Office Sublease Agreement, dated as of June 23,230and between InnerWorkings, Inc.
and The Point

Agreement of Lease, dated as of December 7, 2018nt between 600 West Chicago
Associates LLC and Groupon, Ir

Separation Agreement and General Release, datgfdAgsil 6, 2011, by and between
Groupon, Inc. and Ken Pelletier.

Transition Services and Separation Agreement andidliGGeneral Release, dated as of
April 5, 2011, by and between Groupon, Inc. and Bolmmon.**

Employment Agreement, dated as of April 15, 20Mabd between Groupon, Inc. and
Margaret H. Georgiadis.*

Letter Agreement, dated as of August 11, 2010,ruytsetween Qpod.inc, IVP Fund A, L.
IVP Fund B, L.P. and Groupon B.V. and Groupon,

Subsidiaries of Groupon, In

Consent of Ernst & Young LLF

Consent of Ernst & Young GmbH Wirtschaftsprifungsgischaft
Consent of Ernst & Young ShinNihon LL

Consent of Winston & Strawn LLP (included in Exhibil).
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Exhibit
Number Description
24.1 Power of Attorney (included on signature pay

* To be filed by amendment

o Management contract or compensatory plan or arraage

(b) Financial Statement Schedul

Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholder§&ofupon, Inc.

We have audited the consolidated finarstailements of Groupon, Inc. as of December 31, 20092010, and for each of the three y
in the period ended December 31, 2010, and hawedssur report thereon dated June 2, 2011 (inclugsewhere in this Registrati
Statement). Our audits also included the finanstatement schedule listed in Item 16(b) of Forrh 8F this Registration Statement. T
schedule is the responsibility of the Company'sagament. Our responsibility is to express an opihiased on our audits.

In our opinion, the financial statementexthle referred to above, when considered in redatiothe basic financial statements taken
whole, presents fairly in all material respectsitifermation set forth therein.

/sl Ernst & Young LLP

Chicago, lllinois
June 2, 2011

Schedule II—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, 2C $ — $ 644 $ 252 % 89¢
Year ended December 31, 2C 89¢€ 682 — 1,52¢
Year ended December 31, 2(C 1,52¢ 50,47 3,954 55,95¢

All other schedules have been omitted beedhey are either inapplicable or the requiredrinfition has been given in the consolid
financial statements or the notes thereto.
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ITEM 17. UNDERTAKINGS.

The undersigned registrant hereby undestadkeprovide to the underwriters at the closingcdp in the underwriting agreem
certificates in such denominations and registemezich names as required by the underwriters taipprompt delivery to each purchaser.

Insofar as indemnification for liabilitiegising under the Securities Act of 1933 may bamied to directors, officers and controll
persons of the registrant pursuant to the foregpiogisions, or otherwise, the registrant has kebrised that in the opinion of the Secur
and Exchange Commission such indemnification israsgigublic policy as expressed in the Act andhigrefore, unenforceable. In the e\
that a claim for indemnification against such ligigis (other than the payment by the registranexenses incurred or paid by a dire«
officer or controlling person of the registranttire successful defense of any action, suit or @diog) is asserted by such director, office
controlling person in connection with the secusitiing registered, the registrant will, unlesshim opinion of its counsel the matter has |
settled by controlling precedent, submit to a cadirappropriate jurisdiction the question whethechsindemnification by it is against put
policy as expressed in the Act and will be goverbgdhe final adjudication of such issue.

The undersigned registrant hereby undestéhat:

(1) For purposes of determining any ligbuinder the Securities Act of 1933, the inforinatomitted from the form of prospectus filec
part of this registration statement in reliancerufule 430A and contained in a form of prospeciles oy the registrant pursuant to Rule 424
(b)(2) or (4) or 497(h) under the Securities Acilshe deemed to be part of this registration stetg as of the time it was declared effective.

(2) For the purpose of determining ampility under the Securities Act of 1933, each peféctive amendment that contains a forr
prospectus shall be deemed to be a new registrstédament relating to the securities offered tihemnd the offering of such securities at
time shall be deemed to be the initial bona fiderarig thereof.
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SIGNATURES

Pursuant to the requirements of the SaeariAct of 1933, the registrant has duly caused tegistration statement to be signed o
behalf by the undersigned, thereunto duly authdrizeChicago, lllinois, on the 2nd day of Junel20

GROUPON, INC.

By: /s/ ANDREW D. MASON

Name: Andrew D. Masor
Title: Chief Executive Office

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, thatlegerson whose signature appears below herebytitcdées and appoin
Andrew D. Mason and Jason E. Child and each of tlaanhis true and lawful attorney in fact and agettt full power of substitution, for hi
in any and all capacities, to sign any and all adngnts to this registration statement (includingtpaifective amendments or any abbrevi
registration statement and any amendments theitetb gursuant to Rule 462(b) increasing the numdfesecurities for which registration
sought), and to file the same, with all exhibiterto and other documents in connection therewiith the Securities and Exchat
Commission, granting unto said attorney in fact agdnt full power and authority to do and perfoteand every act and thing requisite
necessary to be done in connection therewith, g fior all intents and purposes as he might orldado in person, hereby ratifying e
confirming all that said attorney in fact and agemthis substitute, may lawfully do or cause talbee by virtue hereof.

Pursuant to the requirements of the Sedearidct of 1933, this registration statement hasnbsigned by the following persons in
capacities and on the dates indicated.

Signature Title Date

/s/ ANDREW D. MASON
President, Chief Executive Officer and DirectoriiBipal Executive Officer June 2, 201.

Andrew D. Masor

/s JASON E. CHILD

Chief Financial Officer (Principal Financial Offige June 2, 2011
Jason E. Chilc
/s/ JOSEPH DEL PRETO
Chief Accounting Officer (Principal Accounting Oggr) June 2, 2011
Joseph Del Pret
/sl PETER J. BARRIS
Director June 2, 2011

Peter J. Barri
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Signature

/s KEVIN J. EFRUSY

Kevin J. Efrusy

/sl BRADLEY A. KEYWELL

Bradley A. Keywell

Is/ ERIC P. LEFKOFSKY

Eric P. Lefkofsky

/sl THEODORE J. LEONSIS

Theodore J. Leons

/sl HOWARD SCHULTZ

Howard Schult:
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Title

Director

Director

Director

Director

Director

Date

June 2, 2011

June 2, 2011

June 2, 2011

June 2, 2011

June 2, 2011
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Exhibit
Number

EXHIBIT INDEX

Description

1.1*

3.1

5.1%
10.1*
10.2°
10.2*
10.2*
10.5*

10.€¢*

10.7

10.€"

10.¢*

10.1C*

10.17°

10.12°

10.12

10.14

Form of Underwriting Agreemen
Fifth Amended and Restated Certificate of Incorfiora as currently in effec

Form of Amended and Restated Certificate of Incafon, to be in effect upon the closing
of this offering.

By-Laws, as currently in effec
Form of Amended and Restated Bylaws, to be in effpon the closing of this offerin
Specimen Class A common stock certificate of thgifeant.

Third Amended and Restated Investors Rights Agre¢ndated as of December 10, 2010,
between Groupon, Inc. and certain investors nammetin.

Opinion of Winston & Strawn LLF

2008 Stock Option Plan.*

Form of Notice of Grant of Stock Option under 2@8ck Option Plan.*
2010 Stock Plan.*

Form of Notice of Grant of Stock Option under 2@t0ck Plan.**

Form of Notice of Restricted Stock Unit Award un@é10 Stock Plan.*

Employment Agreement, dated as of November 1, 200@nd between Groupon, Inc. and
Andrew D. Mason.**

Amendment to Employment Agreement, dated as of Deee 15, 2010, by and between
Groupon, Inc. and Andrew D. Mason.

Amended and Restated Employment Agreement, dateti/ggril 29, 2011, by and between
Groupon, Inc. and Jason Child.

Employment Agreement, dated as of March 15, 20¢@nd between Groupon, Inc. and
Rob Solomon.**

Amendment to Employment Agreement, dated as of bbee 15, 2010, by and between
Groupon, Inc. and Rob Solomon.

Employment Agreement, dated as of November 30, 20 @nd between Groupon, Inc.,
Groupon Ludic, Inc. and Brian Totty.!

Consulting Contract, dated May 12, 2010, betwedyl&ial Europe GmbH and Oliver
Samwer.**

Share Exchange and Transfer Agreement, datedMayfl5, 2010, by and among CD-Inv
Holding UG, CD-Rocket Holding UG, CityDeal Managem& G, CityDeal Europe GmbH,
Groupon Germany GbR and Groupon, |

Earn-out Agreement, dated as of May 15, 2010, ladyaanong CD-Inv Holding UG, CD-
Rocket Holding UG, CityDeal Management UG, CityDEakope GmbH, Groupon
Germany GbR and Groupon, It
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Exhibit

Number

Description

**

10.1%

10.1¢*

10.17

10.1¢*

10.1¢*

10.2¢*

10.27°

10.27°

10.2%*

10.2£°

211
23.1
23.2
23.¢
23.8

24.1

First Amendment to Earn-Out Agreement, datedféSeptember 14, 2010, by and among
CD-Inv Holding UG, CD-Rocket Holding UG, CityDealdlagement UG, CityDeal
Europe GmbH, Groupon Germany GbR and Groupon,

Second Amendment to Earn-Out Agreement, dated Bewémber 30, 2010, by and among
CD-Inv Holding UG, CD-Rocket Holding UG, CityDealdlagement UG, CityDeal
Europe GmbH, Groupon Germany GbR and Groupon,

Agreement of Lease, dated as of October 14, 2048nd between 600 West Chicago
Associates LLC and Groupon, Ir

Sublease, dated as of June 2010, by and betweétbhigk LLC and Groupon, In

Office Sublease Agreement, dated as of June 23,230and between InnerWorkings, Inc.
and The Point

Agreement of Lease, dated as of December 7, 2¢1énth between 600 West Chicago
Associates LLC and Groupon, Ir

Separation Agreement and General Release, datgfdAgsil 6, 2011, by and between
Groupon, Inc. and Ken Pelletier.

Transition Services and Separation Agreement anadidGeneral Release, dated as of
April 5, 2011, by and between Groupon, Inc. and Botomon.**

Employment Agreement, dated as of April 15, 20ylabd between Groupon, Inc. and
Margaret H. Georgiadis.*

Letter Agreement, dated as of August 11, 2010,ruytsetween Qpod.inc, IVP Fund A, L.
IVP Fund B, L.P. and Groupon B.V. and Groupon,

Subsidiaries of Groupon, In

Consent of Ernst & Young LLF

Consent of Ernst & Young GmbH Wirtschaftsprifungsaiscaft.
Consent of Ernst & Young ShinNihon LL:

Consent of Winston & Strawn LLP (included in Exhibil).

Power of Attorney (included on signature pay

To be filed by amendment

Management contract or compensatory plan or arraage
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Exhibit 23.1
Consent of Independent Registered Public Accouring

We consent to the reference to our firm under #ption “Experts” and to the use of our reports datene 2, 2011, for Groupon, Inc. in the
Registration Statement (Form S-1 No. 333-00000d)retated Prospectus of Groupon, Inc. for the tegfion of shares of its common stock.

/sl Ernst & Young LLF

Chicago, lllinois
June 2, 2011




Exhibit 23.2
Consent of Independent Auditors

We consent to the reference to our firm under #ption “Experts” and to the use of our report datsy 31, 2011, with respect to the
consolidated statements of operations, comprehetsss and cash flows of CityDeal Europe GmbH idetliin the Registration Statement
(Form S-1 No. 333-00000) and related Prospect@rotipon Inc. for the registration of XX, XXX, XXX shes of its common stock.

June 1, 2011

/sl Ernst & Young GmbH
Wirtschaftsprufungsgesellschaft
Berlin, Germany

/sl Jantz /s/ Stande
(Jantz) (Stander’
Certified Public Accountar Wirtschaftsprife




Exhibit 23.3
Consent of Independent Auditors
We consent to the reference to our firm under #ption “Expertsand to the use of our report dated May 25, 201th mispect to the financi

statements of Qpod.inc for the period from Jun2040 to August 11, 2010 included in the Registratatement (Form S-1 No. 333-00000)
and related Prospectus of Groupon, Inc. for thestegion of XX, XXX, XXX shares of its common stock.

/sl Ernst & Young ShinNihon LLC

Tokyo, Japan
June 2, 2011




