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701 First Avenue, Sunnyvale, CA 94089
 

 

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held on June 30, 2016

 
 

We will hold the annual meeting of shareholders of Yahoo! Inc., a Delaware corporation (the “Company”), at the Santa Clara Marriott,
located at 2700 Mission College Boulevard, Santa Clara, California, on June 30, 2016, at 2:00 p.m., local time, for the following purposes:
 

 1. To elect to the Board of Directors the 11 director nominees named in the attached proxy statement to serve until the 2017 annual
meeting of shareholders and until their respective successors are elected and qualified;

 

 2. To approve, on an advisory basis, the Company’s executive compensation;
 

 3. To ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm for the
fiscal year ending December 31, 2016; and

 

 4. To transact such other business as may properly come before the annual meeting and any adjournment or postponement thereof.

These items of business, including information about the director nominees, are more fully described in the proxy statement
accompanying this Notice.

The Board of Directors has set the close of business on May 20, 2016 as the record date for determining the shareholders entitled to
notice of and to vote at the annual meeting and any adjournment or postponement thereof.

All shareholders are cordially invited to attend the annual meeting in person. Whether or not you plan to attend the annual meeting in
person, you are urged to submit your proxy or voting instructions as promptly as possible to ensure your representation and the presence of a
quorum at the annual meeting. If you submit your proxy or voting instructions and then decide to attend the annual meeting, you may still vote
your shares in person by following the procedures described in the proxy statement. Your proxy is revocable in accordance with the procedures
set forth in the proxy statement. Shareholders of record as of the close of business on May 20, 2016 are entitled to receive notice of, to attend,
and to vote at the annual meeting. If you are a beneficial owner as of that date, you will receive communications from your broker, bank, or
other nominee about the meeting and how to direct the vote of your shares, and you are welcome to attend the annual meeting, all as
described in more detail in the related questions and answers in the attached proxy statement.

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting to Be Held on June 30, 2016. The
proxy statement and the Company’s 2015 Annual Report to Shareholders are available electronically at yahoo2015.tumblr.com.

By Order of the Board of Directors,
 
 

Ronald S. Bell
General Counsel and Secretary

Sunnyvale, California
May 23, 2016
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701 First Avenue, Sunnyvale, CA 94089

PROXY STATEMENT

This proxy statement is furnished in connection with the solicitation by the Board of Directors (the “Board”) of Yahoo! Inc., a Delaware
corporation (“Yahoo,” the “Company,” “we,” or “us”), of proxies for use in voting at the 2016 annual meeting of Yahoo shareholders (the “annual
meeting” or the “meeting”) to be held at the Santa Clara Marriott, located at 2700 Mission College Boulevard, Santa Clara, California, on
June 30, 2016 at 2:00 p.m., local time, and any adjournment or postponement thereof. On or about May 27, 2016, proxy materials for the
annual meeting, including this proxy statement and the Company’s 2015 Annual Report to Shareholders (the “2015 Annual Report”), are being
made available to shareholders entitled to vote at the annual meeting. The date of this proxy statement is May 23, 2016.

HOW TO VOTE
in advance of the annual meeting

 

 
1. Have your proxy card or voting instruction form in hand. You will need the printed proxy

card or voting instruction form you received from us or from your broker, bank, or other
nominee (or if you received our proxy materials by email, you will need that email).

 
 2. Choose a voting method.
 

 

ON THE WEB
 

•    Go to the website identified on your proxy card or voting instruction form, or follow the link provided in your
email

 

•    Enter the control number (from your proxy card, voting instruction form, or email)
 

•    Follow the instructions

 

BY TELEPHONE
 

•    Call the phone voting number (different shareholders use different numbers, find yours on your proxy card or
voting instruction form)

 

•    Follow the recorded instructions

 

BY MAIL
 

•    Mark your votes on your paper proxy card or voting instruction form
 

•    Sign, date, and return the proxy card or voting instruction form by mail using the enclosed envelope
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PROXY SUMMARY
This summary highlights information generally contained elsewhere in this proxy statement. This summary does not contain all of the
information you should consider, and you should read the entire proxy statement carefully before voting.

Annual Meeting of Shareholders
  
 
Date:   June 30, 2016

Time:   2:00 p.m., local time

Place:

  

Santa Clara Marriott
2700 Mission College Boulevard
Santa Clara, California

Record Date: May 20, 2016. Shareholders of record as of the close of business on May 20, 2016 are entitled to attend and to vote at the
annual meeting. Beneficial owners as of that date are welcome to attend the annual meeting and may vote their shares at the meeting if
they obtain, and bring with them to the meeting, a valid legal proxy from the broker, bank, or other nominee that holds their shares to vote
the shares at the meeting.

Admission Requirements: You must bring proof that you owned Yahoo stock on the record date in order to be admitted to the annual
meeting. For details, see “Questions and Answers about our Proxy Materials and the Annual Meeting—Can I attend the annual meeting?
What do I need for admission?” on page 10. Please also be prepared to provide a form of government-issued identification that includes
your photo, such as a driver’s license or a passport.

Voting Matters and Board Recommendations
 

        
Board
Recommendation   

More
Information

Proposal 1   Election of directors   FOR each nominee   Page 17
Proposal 2   Advisory vote to approve executive compensation   FOR   Page 36
Proposal 3

  

Ratification of appointment of
PricewaterhouseCoopers LLP as independent
registered public
accounting firm   

FOR

  

Page 41

 

 
4



Table of Contents

PROXY SUMMARY
 

 

The Board’s Director Nominees (page 18)
 
Name
    and Board committees  

    Director    
Since      Independent     Occupation

Tor R. Braham
Audit Committee

 

2016

 

ü

 

•  Former Managing Director and Global Head of
Technology Mergers and Acquisitions, Deutsche
Bank Securities

Eric K. Brandt
Audit Committee (Chair)
Strategic Review Committee  

2016

 

ü

 

•  Former Executive Vice President
and Chief Financial Officer,
Broadcom Corporation

David Filo
 

2014
 

X
 

•  Co-Founder and Chief Yahoo,
Yahoo! Inc.

Catherine J. Friedman
Nominating Committee (Chair)
Compensation Committee  

2016

 

ü

 

•  Former Managing Director,
Morgan Stanley

Eddy W. Hartenstein
Compensation Committee  

2016
 

ü
 

•  Former Chairman of the Board,
Tribune Publishing Co.

Richard S. Hill
Nominating Committee  

2016
 

ü
 

•  Former Chief Executive Officer and Chairman,
Novellus Systems, Inc.

Marissa A. Mayer  2012  X  •  Chief Executive Officer and President, Yahoo! Inc.
Thomas J. McInerney

Strategic Review Committee (Chair) Audit
Committee  

2012

 

ü

 

•  Former Chief Financial Officer,
IAC/InterActiveCorp

Jane E. Shaw, Ph.D.
Compensation Committee (Chair)
Nominating Committee  

2014

 

ü

 

•  Former Chairman of the Board,
Intel Corporation

Jeffrey C. Smith
Compensation Committee
Strategic Review Committee  

2016

 

ü

 

•  Managing Member, Chief Executive Officer, and
Chief Investment Officer, Starboard Value LP

Maynard G. Webb, Jr.
Compensation Committee  

2012
 

ü
 

•  Chairman of the Board, Yahoo! Inc.; Founder,
Webb Investment Network
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Year in Review
  
2015 was a year of challenges and continuing transition for Yahoo. We continued our progress on our turnaround efforts to restore the
Company to sustainable growth focusing our resources on our growth oriented businesses, stabilizing declining revenues, and sunsetting
unprofitable products and services. We also maintained our base of over one billion monthly users. Our growth businesses—Mobile, Video,
Native, and Social (“Mavens”)—delivered more than $1.6 billion of GAAP revenue in 2015. We have built our Mavens businesses
essentially from scratch and their rapid growth can be attributed to decisive investments made under Ms. Mayer’s leadership since her
arrival in mid-2012. As shown below, our Mavens revenue has continued to grow year over year, growing 45 percent in 2015, even as we
achieved significant scale (surpassing $1.6 billion in annual revenue):

“Mavens” GAAP Revenue*
($ in millions)

 

In January 2015, we announced a plan to pursue a tax-efficient spin-off of our remaining stake in Alibaba Group Holding Limited (“Alibaba”)
and completed substantial work to execute that plan. In December 2015, however, our Board, after careful consideration of how to drive
long-term value for shareholders, decided to suspend the planned spin-off due to potentially adverse developments after the plan was
originally announced and the market’s growing negative perception of the tax risk associated with the transaction. Subsequently, the Board
announced that it had formed a strategic review committee of independent directors (the “Strategic Review Committee”) to consider
strategic alternatives for the Company, including a sale of our operating business or a reverse spin-off of the operating business.

Despite the growth in our Mavens businesses, we are still in a transition phase as we work on our turnaround strategy. During 2015,
declines in our legacy businesses, as well as a 22 percent decline in the market value of our Alibaba stake, contributed to a total
shareholder return (“TSR”) for 2015 that was below our three- and five-year averages. Nevertheless, at the end of 2015 Yahoo remained at
the 62nd and 60th percentiles of the S&P 500 for three- and five-year compound average annual TSR growth, respectively.
 
 

 
* Mavens revenue is generated from, without duplication, (1) Mobile (as defined in our 2015 Form 10-K), (2) Video (video ads and

video ad packages), (3) Native advertising, and (4) Social (Tumblr and Polyvore ads and fees). Amounts for 2012 and 2013 are
estimates.
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Recent Highlights
  
 

 
•  Announced 2016 Strategic Plan. In early 2016, we announced our 2016 strategic plan to simplify Yahoo, narrowing the Company’s

focus on areas of strength to better fuel growth, drive revenue, and increase efficiency in 2016 and beyond. Our strategic plan
consists of four key objectives:

 

 ¡  Play to Our Strengths to Grow User Engagement. Prioritize growing engagement with our enormous user base of
more than one billion monthly users

 

 ¡  Drive Mavens Revenue Growth. Continue to invest in our Mavens strategy—with an emphasis on mobile—to
counterbalance legacy business declines.

 

 

¡  Simplify the Business to Improve Execution. We’ve sunset more than 120 non-strategic legacy products and features
during current management’s tenure, and we will continue to consolidate our products and retire those that haven’t met
our aggressive growth goals. Evolving to a simpler product portfolio more focused on Yahoo’s strengths will allow us to
more quickly improve offerings to increase profitability.

 

 ¡  Efficiently Align Resources. Recently, we made the difficult but necessary decision to reduce our workforce by
approximately 15 percent by the end of 2016, and we are executing on a number of additional cost-savings efforts.

 

 
•  Exploring Strategic Alternatives. Further, as a result of the Board’s strategic review following the suspension of the spin-off, we

announced an exploration of a broad range of strategic alternatives, including a sale of our operating business or a reverse spin-off of
the operating business.

 

 ¡  We believe that the initiatives included in our 2016 strategic plan are complementary with the strategic alternatives
currently being explored, and the combined efforts provide the most likely path to shareholder value creation.

 

 

•  Appointed Six New Directors. We continued to add to the considerable experience of our Board, most recently through the addition
of six new independent directors to our Board: Tor R. Braham, Eric K. Brandt, Catherine J. Friedman, Eddy W. Hartenstein, Richard
S. Hill, and Jeffrey C. Smith. Our new directors bring highly relevant industry and transactional experience, as well as fresh
perspectives to our Board.

 

 

•  Continued Active Shareholder Engagement Program. We actively sought shareholder input over the past year to ensure
shareholder views are considered during our decision-making processes across all areas of our business, including business
strategy, capital allocation, Board composition, corporate governance and executive compensation practices. Since last year’s annual
meeting, we engaged with and received input from investors who together own 51 percent of our common stock, including 26 of our
top 30 voting investors (i.e., excluding brokers), as of May 2, 2016. These meetings generally included Ms. Mayer or Mr. Goldman,
and often included Mr. Webb (Chairman of the Board) and Dr. Shaw (Chair of the Compensation Committee).

 

 •  Adopted “Proxy Access” Right for Shareholders. We built on our commitment to corporate governance best practices and
responsiveness to shareholder feedback by adopting a “proxy access” right for our shareholders.

 

 •  Reaffirmed our Commitment to Performance-Based Compensation. We reaffirmed and demonstrated our commitment to
performance-based compensation in 2015:

 

 ¡  We included significant performance-based elements in our annual cash bonus plan and equity awards for executives to
align with shareholder interests.

 

 ¡  We did not pay any cash incentive bonuses to our Named Executive Officers for 2015.
 

 
¡  Our executives’ incentive equity awards tied to 2015 performance goals vested at significantly less than their target

levels because actual performance fell short of the rigorous annual financial goals we set—vesting results were 14
percent of the target for our performance RSUs and 47 percent of the target for our performance options.
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Yahoo’s Strong Corporate Governance and Compensation Practices
  
 
 •  Active shareholder engagement program
 

 •  9 of Yahoo’s 11 director nominees are independent
 

 •  Independent Chairman of the Board
 

 •  Annual director elections
 

 •  Majority voting in uncontested director elections
 

 •  Board monitors succession planning and management development as part of a year-round process
 

 •  Annual Board and committee self-evaluations
 

 •  Demonstrated focus on Board refreshment, with appointment of six new independent directors in 2016
 

 •  All standing Board committees are composed entirely of independent directors
 

 •  Shareholder right to call special meetings
 

 •  Proxy access right for shareholders
 

 •  Disciplined pay for performance approach to compensation
 

 •  Significant stock ownership guidelines for directors and executive officers
 

 •  Prohibition on hedging and pledging of shares by directors, executive officers and employees
 

 •  Recoupment (or “clawback”) policy allowing the Board to recover cash- and equity-incentive awards from executives in
certain circumstances if we restate our financial results

 

 •  No supermajority voting requirements
 

 •  No supplemental executive retirement plans
 

 •  Compensation Committee uses independent compensation consultant
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Questions and Answers about our Proxy Materials and the Annual
Meeting
 
Q: Why am I receiving these materials?
  
 
A: Yahoo’s proxy materials include this proxy statement and our 2015 Annual Report. Yahoo’s Board is providing these proxy materials to

you in connection with Yahoo’s annual meeting of shareholders, which will take place on June 30, 2016. As a shareholder of Yahoo! Inc.
as of the close of business on May 20, 2016, you are invited to attend the annual meeting and you are entitled to, and requested to, vote
your shares on the proposals described in this proxy statement.

Our proxy materials are also available on our annual review website at yahoo2015.tumblr.com.

 
Q: What information is contained in Yahoo’s proxy materials?
  
 
A: This proxy statement describes the proposals to be voted on at the annual meeting, the voting process, the compensation of directors and

executive officers, and certain other required information.

Yahoo’s 2015 Annual Report includes a letter to shareholders from our chief executive officer (“CEO”), our audited financial statements,
management’s discussion and analysis of financial condition and results of operations, and certain other required information.

 
Q: What proposals will be voted on at the annual meeting?
  
 
A: Shareholders will vote on three proposals at the annual meeting:
 
 •  election to the Board of the 11 director nominees named in this proxy statement (Proposal 1);
 

 •  advisory approval of the Company’s executive compensation (Proposal 2); and
 

 •  ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm
for the fiscal year ending December 31, 2016 (Proposal 3).

We will also consider other business that properly comes before the annual meeting. Pursuant to our Bylaws, the chairperson of the
annual meeting will determine whether any business proposed to be transacted by the shareholders has been properly brought before
the meeting and, if the chairperson should determine it has not been properly brought before the meeting, the business will not be
presented for shareholder action at the meeting, even if we have received proxies in respect of the vote on such matter.

 
Q: How does the Board recommend I vote on these proposals?
  
 
A: Yahoo’s Board recommends that you vote your shares:
 
 •  “FOR” election to the Board of each of the Board’s 11 director nominees named in this proxy statement (Proposal 1);
 

 •  “FOR” advisory approval of the Company’s executive compensation (Proposal 2); and
 

 •  “FOR” ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting
firm (Proposal 3).
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Q: Who is entitled to vote?
  
 
A: Shareholders of record as of the close of business on May 20, 2016, the record date, are entitled to notice of and to vote at the annual

meeting.

 
Q: How many shares can vote?
  
 
A: At the close of business on the record date, 949,919,096 shares of common stock were outstanding and entitled to vote. We have no

other class of stock outstanding.

 
Q: What shares can I vote?
  
 
A: You may vote all shares of Yahoo common stock owned by you as of the close of business on the record date of May 20, 2016. You may

cast one vote per share that you held as of the close of business on the record date. A list of shareholders of record entitled to vote at the
annual meeting will be available during ordinary business hours at Yahoo’s offices at 701 First Avenue, Sunnyvale, CA 94089 for a period
of at least 10 days prior to the annual meeting.

 
Q: What is the difference between a “beneficial owner” and a “shareholder of record”?
  
 
A: Whether you are a “beneficial owner” or a “shareholder of record” with respect to your shares depends on how you hold your shares:
 

 

•  Beneficial owners. Most shareholders of Yahoo hold their shares through a broker, bank or other nominee (that is, in “street
name”) rather than directly in their own names. If you hold shares in street name, you are a “beneficial owner” of those shares and
a complete set of the proxy materials, together with a voting instruction form, will be forwarded to you by your broker, bank or other
nominee.

 

 
•  Shareholders of record. If you hold shares directly in your name with our stock transfer agent, Computershare Trust Company,

N.A., you are considered the “shareholder of record” with respect to those shares, and a complete set of the proxy materials,
together with a proxy card, have been sent directly to you by Yahoo.

 
Q: Can I attend the annual meeting? What do I need for admission?
  
 
A: You are entitled to attend the annual meeting if (1) you were a shareholder of record or a beneficial owner as of the close of business on

the record date, May 20, 2016; (2) you are a duly authorized representative of an institutional holder as described below; or (3) you hold a
valid legal proxy to vote shares of the Company’s common stock at the annual meeting.

All attendees will be asked to present a government-issued photo identification, such as a driver’s license or passport, and must
meet the following requirements for admission:

 
 •  Shareholders of record. If you are a shareholder of record, the name on your photo ID will be verified against the May 20, 2016

list of shareholders of record prior to your being admitted to the annual meeting.
 

 

•  Beneficial owners. If you are a beneficial owner, you will need to provide proof of your beneficial ownership of Yahoo stock on the
record date, such as a brokerage account statement showing that you owned Yahoo stock on May 20, 2016, a copy of the voting
instruction form provided by your broker, bank or other nominee, or other similar evidence that you owned Yahoo stock on the
record date. The name on your photo ID and your proof of ownership must match.
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•  Authorized representatives. Corporations and other shareholders that are not natural persons (“institutions”) may be represented
at the meeting only by a duly authorized officer, director, or employee of the institution, or (in the case of LLCs and partnerships) a
manager or partner. Each such representative must provide satisfactory evidence of his or her position with, and due authorization
by, the institution. Statements by or on behalf of an institution’s bank or broker will not be sufficient evidence of a representative’s
position or authorization. Unless the institution’s name is listed as a shareholder of record, representatives of institutions must also
provide proof of the institution’s beneficial ownership of Yahoo stock on the record date as described above. We encourage our
institutional shareholders to register their representatives in advance by sending a written request, along with the documentation
described above, to Yahoo Investor Relations, 701 First Avenue, Sunnyvale CA 94089, or by fax to (408) 349-3400. Please allow
sufficient time for Yahoo to process your request. Upon receipt of sufficient documentation, we will send you a confirmation that
your representative has been authorized for entry. The name on the representative’s photo ID must match the authorized name.

 

 •  Legal proxy holders. If you hold a valid legal proxy to vote shares of the Company’s common stock at the annual meeting, you
must bring it with you, and the name on your photo ID and legal proxy must match.

If you do not provide a government-issued photo ID and comply with the other procedures outlined above, you will not be admitted to the
annual meeting.

Please note that cameras, sound or video recording equipment, smartphones or other similar equipment, electronic devices, large bags,
briefcases or packages may not be allowed (or their use may be restricted) in the meeting room.

 
Q: How can I vote my shares in person at the annual meeting?
  
 
A: If you hold shares as the shareholder of record, you have the right to vote those shares in person at the annual meeting. If you choose to

do so, you can vote using the ballot provided at the meeting or by submitting at the meeting the proxy card enclosed with the proxy
materials you received. If you are a beneficial owner of shares, you may not vote your shares in person at the annual meeting unless you
obtain a legal proxy from the broker, bank or other nominee that holds your shares, giving you the right to vote the shares at the meeting
using the ballot provided at the meeting. Even if you plan to attend the annual meeting, we recommend that you vote your shares
in advance as described below so that your vote will be counted if you later decide not to attend the annual meeting.

 
Q: How can I vote my shares without attending the annual meeting?
  
 
A: You may direct how your shares are voted without attending the annual meeting in one of the following ways:
 

 
•  Internet. You can vote your shares at the annual meeting via the Internet by following the instructions on the website identified on

your proxy card or voting instruction form. You will need the control number provided on your proxy card or voting instruction form
to access the voting website.

 

 
•  Telephone. You can vote your shares at the annual meeting by telephone if you call the phone voting number appearing on your

proxy card or voting instruction form. You will need the control number provided on your proxy card or voting instruction form to
vote by telephone.

 

 •  Mail. You can vote your shares at the annual meeting by marking, dating, signing and returning in the enclosed envelope the proxy
card or voting instruction form you received.

The granting of proxies electronically is allowed by Section 212(c)(2) of the Delaware General Corporation Law. If you do not attend the
annual meeting, you can listen to a webcast of the proceedings on Yahoo Finance at finance.yahoo.com/topics/yahoo-2016-
shareholders-meeting. If you plan to listen to the webcast
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of the annual meeting, please note that you will not be able to vote your shares during the webcast. Therefore, please vote your shares in
advance as described above so that your vote will be counted at the annual meeting.

 
Q: What does it mean if I receive more than one set of proxy materials?
  
 
A: If your shares are registered differently or are held in more than one account, you will receive a set of proxy materials for each account.

To ensure that all of your shares are voted, please submit your proxy or voting instructions for each account for which you have received
a set of proxy materials.

 
Q: What is the deadline for voting my shares if I do not attend the annual meeting?
  
 
A: If you are a shareholder of record, your proxy must be received by telephone or the Internet by 2:00 a.m. Eastern time on June 30, 2016

in order for your shares to be voted at the annual meeting. If you are a shareholder of record, you also have the option of completing,
signing, dating and returning the proxy card enclosed with the proxy materials so that it is received by the Company before the polls close
at the annual meeting in order for your shares to be voted at the meeting. If you are a beneficial owner of shares, please comply with the
deadlines included in the voting instructions provided by the broker, bank, or other nominee that holds your shares.

 
Q: How many shares must be present or represented to conduct business at the annual meeting?
  
 
A: Business may be conducted at the annual meeting only if a quorum is present or represented at the meeting, which means that holders of

a majority of the outstanding shares of common stock entitled to vote must be present in person or represented by proxy at the annual
meeting. Both abstentions and broker non-votes are counted to determine whether a quorum is present. See “What effect do abstentions
and broker non-votes have on the proposals?” below for more information.

 
Q: What if a quorum is not present at the meeting?
  
 
A: If a quorum is not present at the scheduled time of the annual meeting, the chairperson of the annual meeting is authorized by our Bylaws

to adjourn the meeting without the vote of the shareholders.

 
Q: What vote is required to approve each of the proposals?
  
 
A: Election of Directors. Yahoo has adopted a majority voting standard for the election of directors. Under this voting standard, directors

will be elected at the annual meeting by a majority of votes cast, meaning that the number of shares voted “FOR” a director must exceed
the number of shares voted “AGAINST” that director.

Other Proposals. Approval of each of the other proposals (namely, the Company’s proposals to approve our executive compensation
and to ratify the appointment of PricewaterhouseCoopers LLP) requires the affirmative vote of a majority of the shares present in person
or represented by proxy and entitled to vote on the proposal.

Please note, however, that the vote on the Company’s proposals to approve our executive compensation and to ratify the appointment of
PricewaterhouseCoopers LLP will be advisory only and will not be binding. The results of the votes on these proposals will be taken into
consideration by the Company, our Board, or the appropriate committee of our Board, as applicable, when making future decisions
regarding these matters.
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Q: What effect do abstentions and broker non-votes have on the proposals?
  
 
A: Abstentions. In all matters other than the election of directors, abstentions have the same effect as votes “AGAINST” the matter. With

respect to the election of directors, abstentions with respect to a director nominee will not be counted as votes cast on the election of the
director nominee and therefore will not be counted in determining the outcome of the director’s election. Abstentions will be counted as
present and entitled to vote for purposes of determining whether a quorum is present at the annual meeting.

Broker Non-Votes. A broker is entitled to vote shares held for a beneficial owner on routine matters, such as the ratification of the
appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm, without instructions from
the beneficial owner of those shares. On the other hand, a broker is not entitled to vote shares held for a beneficial owner on non-routine
items absent instructions from the beneficial owners of such shares. Each of the other proposals to be considered and voted on at the
annual meeting (namely, the election of directors and the advisory approval of the Company’s executive compensation) are considered
non-routine items. Consequently, if you hold shares in street name and you do not submit any voting instructions to your broker, your
broker may exercise its discretion to vote your shares on the proposal to ratify the appointment of PricewaterhouseCoopers LLP but may
not vote your shares on any of the other proposals. If this occurs, your shares will be voted in the manner directed by your broker on the
proposal to ratify the appointment of PricewaterhouseCoopers LLP but will constitute “broker non-votes” on each of the other proposals.
Broker non-votes will not be counted in determining the outcome of the vote on each of the non-routine items, although they will count for
purposes of determining whether a quorum is present.

 
Q: How will my shares be voted if I do not provide specific voting instructions in the proxy card or voting

instruction form that I submit?
  
 
A: If you submit a signed proxy card or voting instruction form without giving specific voting instructions on one or more matters listed in the

notice for the meeting, your shares will be voted as recommended by our Board on such matters, and as the proxyholders may determine
in their discretion with respect to any other matters properly presented for a vote at the annual meeting.

 
Q: Can I change my vote or revoke my proxy?
  
 
A: You may change your vote or revoke your proxy at any time before your proxy is voted at the annual meeting. If you are a shareholder of

record, you may change your vote or revoke your proxy by: (1) delivering to Yahoo (Attention: Corporate Secretary) at the address on the
first page of this proxy statement a written notice of revocation of your proxy; (2) submitting an authorized proxy bearing a later date using
one of the alternatives described above under “How can I vote my shares without attending the annual meeting?”; or (3) attending the
annual meeting and voting in person. Attendance at the annual meeting in and of itself, without voting in person at the annual meeting,
will not cause your previously granted proxy to be revoked. For shares you hold in street name, you may change your vote by submitting
new voting instructions to your broker, bank or other nominee or by obtaining a legal proxy from your broker, bank or other nominee giving
you the right to vote your shares at the annual meeting.

 
Q: What happens if additional matters are presented at the annual meeting?
  
 
A: If you grant a proxy, the persons named as proxyholders, Marissa A. Mayer and Ronald S. Bell, will each have the discretion to vote your

shares on any additional matters properly presented for a vote at the annual meeting.

Other than the matters and proposals described in this proxy statement, we have not received valid notice of any other business to be
acted upon at the annual meeting.
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Q: Who will count the votes?
  
 
A: A representative of Computershare Trust Company, N.A. will tabulate the votes and act as Inspector of Elections.

 
Q: Where can I find the voting results of the annual meeting?
  
 
A: Yahoo will report voting results by filing a Current Report on Form 8-K within four business days following the date of the annual meeting.

If final voting results are not known when such report is filed, they will be announced in an amendment to such report within four business
days after the final results become known.

 
Q: Who will bear the cost of soliciting votes for the annual meeting?
  
 
A: The solicitation of proxies will be conducted by mail, and Yahoo will bear the costs. These costs will include the expense of preparing and

mailing proxy solicitation materials for the annual meeting and reimbursements paid to brokerage firms and others for their expenses
incurred in forwarding solicitation materials regarding the annual meeting to beneficial owners of Yahoo common stock. We may conduct
further solicitation personally, telephonically, over the Internet or by facsimile through our officers, directors and employees, none of whom
will receive additional compensation for assisting with the solicitation. The Company has retained Innisfree M&A Incorporated to assist in
the solicitation of proxies and related services, for a fee estimated to be approximately $30,000 plus an amount to cover expenses. In
addition, we have agreed to indemnify Innisfree against certain liabilities arising out of or in connection with the engagement. We may
incur other expenses in connection with the solicitation of proxies for the annual meeting.

 
Q: May I propose actions for consideration at next year’s annual meeting or nominate individuals to serve as

directors?
  
 
A: Yes. The following requirements apply to shareholder proposals, including director nominations, for the 2017 annual meeting of

shareholders.

Requirements for Shareholder Proposals to be Considered for Inclusion in Proxy Materials:

Shareholders interested in submitting a proposal for inclusion in the proxy materials we distribute for the 2017 annual meeting of
shareholders may do so by following the procedures prescribed in Rule 14a-8 under the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). To be eligible for inclusion, shareholder proposals must be received by us no later than January 27, 2017 and must
comply with Rule 14a-8 under the Exchange Act regarding the inclusion of shareholder proposals in company-sponsored proxy materials.
If we change the date of the 2017 annual meeting of shareholders by more than 30 days from the anniversary of this year’s meeting,
shareholder proposals must be received a reasonable time before we begin to print and mail our proxy materials for the 2017 annual
meeting of shareholders. Proposals should be sent to Yahoo’s Corporate Secretary at 701 First Avenue, Sunnyvale, California 94089.

Requirements for Director Nominations to be Considered for Inclusion in Proxy Materials (i.e., Proxy Access):

Under certain circumstances specified in the Company’s Bylaws, a shareholder, or group of up to 20 shareholders, owning at least three
percent of Yahoo’s outstanding common stock continuously for at least the prior three years may nominate for election to our Board and
inclusion in the proxy materials we distribute for our annual meeting of shareholders up to the greater of two directors or 20 percent of the
number of directors then serving on our Board. Shareholders who wish to nominate persons for election to the Board at the 2017 annual
meeting of shareholders and have those director nominees included in the proxy materials distributed by us for such meeting, must
deliver written notice of the nomination to the
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Corporate Secretary at the above address no earlier than December 28, 2016 and no later than January 27, 2017. Other specifics
regarding the foregoing proxy access right, including the required content of the notice and certain other eligibility and procedural
requirements, can be found in Section 2.7 of the Company’s Bylaws.

Requirements for Shareholder Proposals and Director Nominations Not Intended for Inclusion in Proxy Materials:

Shareholders who wish to nominate persons for election to the Board at the 2017 annual meeting of shareholders or who wish to present
a proposal at the 2017 annual meeting of shareholders, but who do not intend for such nomination or proposal to be included in the proxy
materials distributed by us for such meeting, must deliver written notice of the nomination or proposal to the Corporate Secretary at the
above address no earlier than March 2, 2017 and no later than April 1, 2017 (provided, however, that if the 2017 annual meeting of
shareholders is held earlier than June 5, 2017 or later than July 25, 2017, nominations and proposals must be received no later than the
close of business on the tenth day following the day on which the notice or public announcement of the date of the 2017 annual meeting
of shareholders is first mailed or made, as applicable, whichever occurs first). The shareholder’s written notice must include certain
information concerning the shareholder and each nominee and proposal, as specified in Section 2.5 (with respect to director nominations)
and Section 2.6 (with respect to shareholder proposals) of the Company’s Bylaws, and must comply with the other requirements specified
in such sections of the Company’s Bylaws.

In addition, shareholders may propose director candidates for consideration by the Company’s Nominating and Corporate Governance
Committee (the “Nominating Committee”) by following the procedures set forth under “Consideration of Director Candidates” beginning on
page 28 of this proxy statement.

Copy of Bylaws:

To obtain a copy of the Company’s Bylaws at no charge, you may write to Yahoo’s Corporate Secretary at 701 First Avenue, Sunnyvale,
California 94089. A current copy of the Bylaws is also available on the Corporate Governance section of the Company’s Investor
Relations website at investor.yahoo.net/documents.cfm.

 
Q: Are proxy materials for the 2016 annual meeting available online?
  
 
A: Yes. This proxy statement and the 2015 Annual Report, which includes our Annual Report on Form 10-K for the year ended

December 31, 2015 (the “2015 Form 10-K”), are available online at yahoo2015.tumblr.com.

 
Q: May I elect to receive Yahoo shareholder communications electronically rather than through the mail?
  
 
A: Yes. If you received your annual meeting materials by mail, we encourage you to help us to conserve natural resources, as well as

significantly reduce Yahoo’s printing and mailing costs, by signing up to receive your shareholder communications via e-mail. With
electronic delivery, we will notify you via e-mail as soon as the annual report and the proxy statement are available on the Internet, and
you will be able to review those materials and submit your shareholder vote online. Electronic delivery can also help reduce the number of
bulky documents in your personal files and eliminate duplicate mailings. To sign up for electronic delivery:

 
 •  Shareholders of record. If you are a shareholder of record (i.e., you hold your Yahoo shares in your own name through our

transfer agent, Computershare Trust Company, N.A., or you have stock certificates), visit www.computershare.com/Investor.
 

 •  Beneficial owners. If you are a beneficial owner (i.e., your shares are held by a broker, bank or other nominee), visit
www.icsdelivery.com/yhoo/index.html.

Your electronic delivery enrollment will be effective until you cancel it. If you have questions about electronic delivery, please contact us
by mail at Investor Relations, Yahoo! Inc., 701 First Avenue, Sunnyvale, California 94089 or by telephone at (408) 349-3382.
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Cautionary Note Regarding Forward-Looking Statements
This proxy statement contains forward-looking statements relating to our strategic and operational plans. Actual results may differ

materially from those described in our forward-looking statements as a result of risks and uncertainties, including the important factors set forth
under the captions “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our
Quarterly Report on Form 10-Q for the quarter ended March 31, 2016, which is available on the SEC’s website at www.sec.gov.
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Proposal 1 — Election of Directors
Our Board currently consists of 13 directors. Directors Susan M. James and H. Lee Scott, Jr. have volunteered not to stand for re-

election at the annual meeting and will no longer serve on the Board following the election of directors at the annual meeting. The Board has
reduced the size of the Board from 13 to 11 directors, effective upon the election of directors at the annual meeting. Accordingly, at the annual
meeting, the shareholders will elect 11 directors to serve until the 2017 annual meeting of shareholders and until the directors’ respective
successors are elected and qualified, or their earlier death, resignation or removal. Our Board has nominated the other 11 current directors to
stand for election at the annual meeting. Unless marked otherwise, proxies received will be voted “FOR” the election of each of the 11
nominees named below.

Voting Standard
  

Shareholders are not entitled to cumulate votes in the election of directors. All nominees named below have consented to being
named in this proxy statement and to serving as directors, if elected. If any nominee of the Board is unable to serve or for good cause will not
serve as a director at the time of the annual meeting, the persons who are designated as proxies intend to vote, in their discretion, for such
other persons, if any, as may be designated by the Board. As of the date of this proxy statement, the Board has no reason to believe that any of
the persons named below will be unable or unwilling to stand as a nominee or to serve as a director if elected.

Our Bylaws provide that, in an uncontested election, each director nominee must receive a majority of votes cast in order to be elected
to the Board. A “majority of votes cast” means the number of shares voted “FOR” a director nominee exceeds the number of shares voted
“AGAINST” that director nominee. Our Corporate Governance Guidelines include a director resignation policy that requires each incumbent
director nominee to submit to the Board an irrevocable letter of resignation from the Board and all committees thereof, which will become
effective if that director does not receive a majority of votes cast and the Board determines to accept such resignation. In the event that an
incumbent director nominee is not elected, the Nominating Committee, composed entirely of independent directors, will evaluate and make a
recommendation to the Board with respect to the submitted resignation. The Board must decide whether to accept or reject the resignation
within 90 days following certification of the shareholder vote. No director may participate in the Nominating Committee’s or the Board’s
consideration of his or her own resignation. Yahoo will publicly disclose the Board’s decision to accept or reject the resignation including, if
applicable, the reasons for rejecting a resignation.

The majority voting standard does not apply, however, in a contested election (as is further described in our Bylaws). The election of
directors at the 2016 annual meeting will not be contested and each director nominee must receive a majority of votes cast in order to be
elected to the Board.
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Nominees
  

The Board has selected the following 11 persons as its nominees for election to the Board at the 2016 annual meeting. The names of
our nominees, their ages, and their positions with the Company are set forth in the table below, followed by certain other information about
them:
 
Name   Age     Position
Tor R. Braham    58      Director
Eric K. Brandt    53      Director
David Filo    50      Co-Founder, Chief Yahoo, and Director
Catherine J. Friedman    55      Director
Eddy W. Hartenstein    65      Director
Richard S. Hill    64      Director
Marissa A. Mayer    40      Chief Executive Officer, President, and Director
Thomas J. McInerney    51      Director
Jane E. Shaw, Ph.D.    77      Director
Jeffrey C. Smith    43      Director
Maynard G. Webb, Jr.    60      Chairman of the Board

Mr. Filo, Ms. Mayer, Mr. McInerney, Dr. Shaw, and Mr. Webb were elected as directors at the Company’s annual meeting of
shareholders held on June 24, 2015, to hold office until the next annual meeting.

Mr. Brandt and Ms. Friedman were appointed as directors by the Board effective March 8, 2016. They were initially identified as
potential directors by Heidrick & Struggles International, Inc. (“Heidrick & Struggles”), an independent third-party executive search firm, which
had been retained by the Nominating Committee to conduct a director search. Heidrick & Struggles identified candidates and provided
background information and assessments of qualifications on potential candidates, including Mr. Brandt and Ms. Friedman. The Nominating
Committee then reviewed the results of Heidrick & Struggles’ evaluation and screening, discussed potential nominees, and recommended
Mr. Brandt and Ms. Friedman to the Board for nomination by the Board. The Board met, discussed, and approved the Nominating Committee’s
recommendations.

Mr. Braham, Mr. Hartenstein, Mr. Hill, and Mr. Smith were appointed as directors by the Board effective April 26, 2016. They were
initially identified as potential directors by a shareholder, Starboard Value and Opportunity Master Fund Ltd. (together with its affiliates,
“Starboard”), as described below.

We believe that each of the director nominees possesses (1) an ability, as demonstrated by recognized success in his or her field and,
prior contributions to the Board, to make meaningful contributions to the Board’s oversight of the Company’s business and affairs and (2) an
impeccable reputation of integrity and competence in his or her personal and professional activities.

Settlement Agreement with Starboard and Appointment of Messrs. Braham, Hartenstein, Hill, and Smith to the
Board

On March 24, 2016, we received notice from Starboard of its intention to nominate nine persons, including Messrs. Braham,
Hartenstein, Hill, and Smith, for election to the Board at our 2016 annual meeting of shareholders and to solicit proxies from shareholders in
support of its nominees. Each of Messrs. Braham, Hartenstein, and Hill received $50,000 from Starboard in consideration of his agreement to
serve as a nominee of Starboard for election to the Board.
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On April 26, 2016, we entered into a settlement agreement (the “Settlement Agreement”) with Starboard to settle the proxy contest

pertaining to the election of directors at the 2016 annual meeting. Pursuant to the Settlement Agreement, our Board appointed Messrs.
Braham, Hartenstein, Hill, and Smith (the “Starboard Designees”) to the Board effective April 26, 2016, and we agreed to nominate the
Starboard Designees for election to the Board at the 2016 annual meeting. We also agreed to nominate 11 individuals (including the Starboard
Designees) for election to the Board at the 2016 annual meeting.

During the Company Restricted Period (as defined below) if (1) any of the Starboard Designees ceases to be a member of the Board
for any reason and (2) at that time Starboard beneficially owns at least one percent of the Company’s outstanding common stock, then
Starboard is entitled to designate a reasonably qualified replacement director. Mr. Smith has agreed to resign from the Board once Starboard
beneficially owns less than one percent of the Company’s outstanding common stock.

Pursuant to the Settlement Agreement:
 

 •  Mr. Smith was appointed to the Strategic Review Committee and the Compensation and Leadership Development
Committee of the Board (the “Compensation Committee”);

 

 •  Mr. Hartenstein was appointed to the Compensation Committee;
 

 •  Mr. Braham was appointed to the Audit and Finance Committee of the Board (the “Audit Committee”); and
 

 •  Mr. Hill was appointed to the Nominating and Corporate Governance Committee of the Board (the “Nominating Committee”).

In the Settlement Agreement, we made further commitments concerning the identity and number of directors serving on the Board’s
committees, as well as the governance structure and composition of the board of directors of any company that is spun-out from Yahoo.

Pursuant to the Settlement Agreement, Starboard withdrew its nomination of candidates for election to the Board at the 2016 annual
meeting and agreed to cease immediately all efforts related to its own proxy solicitation. In addition, Starboard has agreed to certain normal
and customary standstill provisions, which expire on the earlier of (1) 15 business days prior to the deadline for the submission of director
nominations in respect of our 2017 annual meeting of shareholders and (2) 130 days prior to the first anniversary of our 2016 annual meeting
(such period, the “Company Restricted Period”). During the Company Restricted Period, Starboard also agreed to vote all shares of the
Company’s common stock beneficially owned by it in a manner consistent with the recommendation of the Board on any matter relating to the
election or removal of directors.

For additional details regarding the terms of the Settlement Agreement, including a copy of the Settlement Agreement, please see the
Current Report on Form 8-K that we filed with the U.S. Securities and Exchange Commission (“SEC”) on April 27, 2016.
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Biographical Descriptions

Set forth below is a brief biographical description of each of our director nominees. The primary experience, qualifications, attributes
and skills of each of our director nominees that led to the conclusion of the Nominating Committee and the Board that such nominee should
serve as a member of the Board are also described in the following paragraphs.
 

  

Tor R. Braham has served as a member of our Board since April 2016. Mr. Braham served as Managing Director
and Global Head of Technology Mergers and Acquisitions for Deutsche Bank Securities Inc., an investment bank,
from 2004 until November 2012. From 2000 to 2004, he served as Managing Director and Co-Head of West Coast
U.S. Technology, Mergers and Acquisitions for Credit Suisse First Boston, an investment bank. Prior to that role,
Mr. Braham served as an investment banker with Warburg Dillion Read LLC, and as an attorney at Wilson Sonsini
Goodrich & Rosati. Mr. Braham currently serves as a member of the boards of directors of Viavi Solutions Inc., a
network and service enablement and optical coatings company, and Sigma Designs, Inc., an integrated circuit
provider for the home entertainment market. He previously served on the board of directors of NetApp, Inc., a
computer storage and data management company, from September 2013 to March 2016. Mr. Braham was selected
as a director nominee pursuant to the Settlement Agreement due to his mergers and acquisitions experience and
knowledge of the technology industry gained through his experience as an investment banker and legal advisor to
technology companies.

  

Eric K. Brandt has served as a member of our Board since March 2016. Mr. Brandt served as the Executive Vice
President and Chief Financial Officer of Broadcom Corporation (“Broadcom”), a global supplier of semiconductor
devices, from February 2010 until February 2016, and he served as Broadcom’s Senior Vice President and Chief
Financial Officer from March 2007 until February 2010. From September 2005 until March 2007, Mr. Brandt served
as President and Chief Executive Officer of Avanir Pharmaceuticals, Inc. Beginning in 1999, he held various
positions at Allergan, Inc., a global specialty pharmaceutical company, including Executive Vice President of
Finance and Technical Operations and Chief Financial Officer. Prior to joining Allergan, Mr. Brandt spent ten years
with The Boston Consulting Group, a privately-held global business consulting firm, most recently serving as Vice
President and Partner. Mr. Brandt is a director of Lam Research Corporation, a wafer fabrication equipment
company, and Dentsply Sirona Inc., a dental products company. Mr. Brandt was selected as a director nominee due
to his financial expertise, including as a chief financial officer of a public company, his mergers and acquisitions
experience, and his public company board experience.

  

David Filo, a founder of Yahoo and Chief Yahoo, has served as an officer of Yahoo since March 1995 and as a
member of our Board since June 2014. Mr. Filo also served as a director of Yahoo from its founding through
February 1996. Mr. Filo is involved in guiding Yahoo’s vision, is involved in many key aspects of the business at a
strategic and operational level, and is a stalwart of the Company’s employee culture and morale. Mr. Filo co-
developed Yahoo in 1994 while working towards his Ph.D. in electrical engineering at Stanford University, and co-
founded Yahoo in 1995. Mr. Filo was selected as a director nominee due to his extensive technical and industry
expertise and his unique perspective on the Company’s strategic and technical needs.
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Catherine J. Friedman has served as a member of our Board since March 2016. Ms. Friedman has been an
independent financial consultant serving public and private companies in the life sciences industry since 2006. Prior
to that, Ms. Friedman held numerous positions over a 23-year investment banking career with Morgan Stanley,
including Managing Director from 1997 to 2006 and Head of West Coast Healthcare and Co-Head of the
Biotechnology Practice from 1993 to 2006. Ms. Friedman is a member of the boards of directors of XenoPort, Inc., a
biopharmaceutical company, GSV Capital Corp., a publicly-traded investment company, Innoviva, Inc. (formerly
Theravance, Inc.), a royalty management company specializing in respiratory assets, and Radius Health, Inc., a
biopharmaceutical company. She previously served as a member of the board of directors of EnteroMedics Inc., a
medical device company, from May 2007 to May 2016. Ms. Friedman was selected as a director nominee due to her
financial and transactional experience, her leadership experience, and her public company board experience.

  

Eddy W. Hartenstein has served as a member of our Board since April 2016. Mr. Hartenstein served as the
publisher and Chief Executive Officer of the Los Angeles Times Media Group, a print and online media company,
from August 2008 to August 2014. He also served in a variety of positions at its parent entity, the Tribune Company,
including as co-President, from late 2010 to May 2011, as President and Chief Executive Officer from May 2011 to
January 2013, and as Chairman of the board from January 2013 to August 2014. He then served as Chairman of
the board of Tribune Publishing Company from August 2014, when it was spun off from the Tribune Company, until
early 2016 and continues to serve as a director. Previously, Mr. Hartenstein served in a variety of positions at
DIRECTV Inc., including as President from its inception in 1990 through 2001, as Chairman and Chief Executive
Officer from late 2001 through 2004, and as Vice Chairman of the board of The DIRECTV Group Inc. from late 2003
through 2004. Mr. Hartenstein currently serves on the boards of directors of SIRIUS XM Holdings Inc., a satellite
radio broadcaster (where he is the lead independent director); Broadcom Limited, a semiconductor company; and
Rovi Corporation, a digital entertainment technology provider. He previously served on the board of directors of
SanDisk Corp., a manufacturer of flash memory, from November 2005 to May 2016. Mr. Hartenstein was selected
as a director nominee pursuant to the Settlement Agreement due to his extensive senior management experience,
including successfully creating and entering new markets, as well as his public company board experience.

  

Richard S. Hill has served as a member of our Board since April 2016. Mr. Hill was Chief Executive Officer and
Chairman of the board of directors of Novellus Systems Inc., a maker of integrated circuit fabrication equipment,
from 1996 until its acquisition by Lam Research Corporation in June 2012. Before joining Novellus in 1993, he spent
12 years with Tektronix, Inc., an electronics company. Currently Mr. Hill is Chairman of the board of Tessera
Technologies, Inc., which develops technology for electronics applications (where he also served as interim Chief
Executive Officer in April and May of 2013), and Chairman of the board of Marvell Technology Group Ltd., a fabless
semiconductor provider. In addition, Mr. Hill currently serves as a member of the boards of directors of Arrow
Electronics, Inc., an electronic parts supplier; Cabot Microelectronics Corporation, a supplier of polishing slurries
and pads for integrated circuit manufacturing; and Autodesk, Inc., a computer-aided design software provider. He
previously served as a member of the boards of directors of Planar Systems, Inc., a digital signage technology
company, from June 2013 until November 2015; LSI Corporation, a provider of semiconductors and software for
data networks, from 2007 until May 2014; and SemiLEDs Corporation, a LED chip manufacturer, from September
2010 to February 2012. Mr. Hill was selected as a director nominee pursuant to the Settlement Agreement due to
his extensive experience in senior executive positions, including his nearly 20 years leading Novellus, coupled with
his public company board experience.
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Marissa A. Mayer has served as our Chief Executive Officer, President and a member of our Board since July
2012. Prior to joining Yahoo, Ms. Mayer served as Vice President of Local, Maps, and Location Services at Google
Inc., an Internet technology company, and was responsible for the company’s suite of local and geographical
products including Google Maps, Google Earth, Zagat, Street View, and local search, for desktop and mobile. Prior
to that position, Ms. Mayer served as Google’s Vice President, Search Products and User Experience, and in a
variety of other capacities after joining Google in 1999. Ms. Mayer is a member of the boards of directors of Walmart
and Jawbone, and a member of the boards of trustees of the San Francisco Museum of Modern Art and the San
Francisco Ballet. Ms. Mayer was selected as a director nominee due to her position as the Company’s Chief
Executive Officer and President, which gives her in-depth knowledge of the Company’s operations, strategy,
financial condition and competitive position, as well as her extensive experience in Internet technology, design and
product execution.

  

Thomas J. McInerney has served as a member of our Board since April 2012. Mr. McInerney served as Executive
Vice President and Chief Financial Officer of IAC/InterActiveCorp (“IAC”), an Internet company, from January 2005
to March 2012. From January 2003 through December 2005, he also served as Chief Executive Officer of the
retailing division of IAC (which included HSN, Inc. and Cornerstone Brands). From May 1999 to January 2003,
Mr. McInerney served as Executive Vice President and Chief Financial Officer of Ticketmaster, formerly
Ticketmaster Online-CitySearch, Inc., a live entertainment ticketing and marketing company. From 1986 to 1988 and
from 1990 to 1999, Mr. McInerney worked at Morgan Stanley, a global financial services firm, most recently as a
Principal. Mr. McInerney serves on the boards of directors of HSN, Inc., a television and online retailer, Interval
Leisure Group, Inc., a provider of membership and leisure services to the vacation industry, and Match Group, Inc.,
an online dating resource. Mr. McInerney was selected as a director nominee due to his extensive senior leadership
experience at a complex Internet company, his expertise in finance, restructuring, mergers and acquisitions and
operations and his public company board and committee experience.

  

Jane E. Shaw, Ph.D., has served as a member of our Board since June 2014. Dr. Shaw served as a member of the
board of directors of McKesson Corporation from 1992 to 2014. She also served on the board of directors of Intel
Corporation from 1993 to 2012, including as its non-executive Chairman of the board from 2009 to 2012. From 1998
to 2005, Dr. Shaw served as the Chairman and Chief Executive Officer of Aerogen, Inc., a company specializing in
the development of products for improving respiratory therapy. Dr. Shaw joined the ALZA Corporation, a specialty
pharmaceutical company that focused on novel ways of delivering medications to the body, as a research scientist
in 1970; she remained with the company for 24 years, serving as President and Chief Operating Officer from 1987
to 1994. She is also a member of the boards of directors of several private and non-profit entities. Dr. Shaw was
selected as a director nominee due to her public company board experience, executive leadership and
management experience and strong financial background.
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Jeffrey C. Smith has served as a member of our Board since April 2016. Mr. Smith is a Managing Member, Chief
Executive Officer, and Chief Investment Officer of Starboard Value LP, an investment advisory firm he co-founded in
March 2011. Previously, Mr. Smith was a Partner and Managing Director of Ramius LLC, an asset management
company. Prior to joining Ramius in January 1998, he served as Vice President of Strategic Development and a
member of the board of directors of The Fresh Juice Company, Inc., a producer of non-carbonated beverages. Mr.
Smith began his career in the mergers and acquisitions department at Société Générale, a multinational banking
and financial services company. Mr. Smith currently serves on the board of directors of Advance Auto Parts, Inc., an
automotive aftermarket parts provider. Previously, he served as Chairman of the board of directors of Darden
Restaurants, Inc., a full service restaurant chain, from October 2014 to April 2016. Mr. Smith also previously served
as a member of the boards of directors of Quantum Corporation, a global expert in big data management, from May
2013 to May 2015; Office Depot, Inc., an office supply company, from August 2013 to September 2014; Regis
Corporation, which owns and franchises hair salons, from October 2011 until October 2013; Surmodics, Inc., a
provider of drug delivery technologies, from January 2011 to August 2012; and Zoran Corporation, a supplier of
integrated circuits for digital imaging devices, from March 2011 until its merger with CSR plc in August 2011. Mr.
Smith was selected as a director nominee pursuant to the Settlement Agreement due to his extensive public board
experience and experience in a variety of industries together with his management experience in a variety of roles.

  

Maynard G. Webb, Jr. was elected Chairman of the Board in August 2013. He has been a member of our Board
since February 2012 and served as interim Chairman of the Board from April 2013 to August 2013. Mr. Webb
founded Webb Investment Network, a seed-stage venture capital firm, in June 2010 and serves as its sole Limited
Partner. Mr. Webb served as Chairman of the Board of LiveOps, Inc., a provider of contact center solutions using
the cloud, from December 2008 to December 2013 and served as its Chief Executive Officer from December 2006
to July 2011. He is also a founder and director of Everwise, a cloud-based mentoring platform. Mr. Webb currently
serves as a director of salesforce.com, inc., a provider of enterprise cloud computing and social enterprise
solutions, and Visa Inc., a global payments technology company. Mr. Webb previously served as a director of
AdMob, Inc., a mobile advertising company acquired by Google Inc. in 2009. Mr. Webb was selected as a director
nominee due to his extensive senior leadership experience in management, engineering and technical operations,
his mobile advertising experience and his deep knowledge of technology company operating environments.

Corporate Governance
  

Corporate Governance Guidelines

The Board, on the recommendation of the Nominating Committee, has adopted Corporate Governance Guidelines to assist the Board
in the discharge of its duties and to set forth the Board’s current views with respect to selected corporate governance matters considered
significant to our shareholders. The Corporate Governance Guidelines direct our Board’s actions with respect to, among other things, Board
composition, director membership criteria, selection of the Chairman of the Board, composition of the Board’s standing committees, director
stock ownership, shareholder and other interested party communications with the Board, succession planning, and the Board’s annual
performance evaluation. The Corporate Governance Guidelines can be found on the Corporate Governance section of the Company’s Investor
Relations website at investor.yahoo.net/documents.cfm.
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Director Independence

The Corporate Governance Guidelines provide that a majority of our directors must be persons who, in the business judgment of the
Board, qualify as independent directors under applicable Nasdaq listing standards. There are no family relationships among any of our
directors or executive officers.

Each director’s relationships with the Company that have been identified were reviewed, and only those directors (1) who in the
opinion of the Board have no relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a
director and (2) who otherwise meet the requirements of the Nasdaq listing standards are considered independent.

The Board has determined that each of Mr. Braham, Mr. Brandt, Ms. Friedman, Mr. Hartenstein, Mr. Hill, Ms. James, Mr. McInerney,
Mr. Scott, Dr. Shaw, Mr. Smith, and Mr. Webb is independent under applicable Nasdaq listing standards for membership on the Board. The
Board has also determined, as further described below, that each of these directors is independent under applicable SEC rules and Nasdaq
listing standards for service on the various committees of the Board on which they currently or previously served. Ms. Mayer and Mr. Filo are
not independent (as a result of their employment with the Company as Chief Executive Officer and Chief Yahoo, respectively). The Board also
previously determined that Max R. Levchin, who resigned from the Board effective December 4, 2015, and Charles R. Schwab, who resigned
from the Board effective February 2, 2016, were independent under applicable SEC rules and the Nasdaq listing standards for membership on
the Board and on all committees of the Board on which they served prior to their respective resignations.

The Board considered the transactions described below (none of which involved professional, advisory, or consulting services) in
making its affirmative determination that each non-employee director is independent (or, in the case of former directors, was independent prior
to his resignation) pursuant to the Nasdaq listing standards and the additional standards established by Nasdaq and the SEC for members of
audit committees and members of compensation committees. In each case, the Board affirmatively determined that, because of the nature of
the director’s relationship with the entity and/or the amount involved, the relationship did not, or would not, interfere with the director’s exercise
of independent judgment in carrying out his or her responsibilities as a director.
 

 

•  Relationships and transactions in the ordinary course of business involving aggregate payments greater than or equal to
$10,000 with companies for which the following directors or former directors served as a non-employee director: Messrs.
Levchin, McInerney, Schwab, Scott, and Webb. The amount involved in each of these transactions did not exceed one
percent of the recipient entity’s annual gross revenue.

 

 •  Transactions in the ordinary course of business with companies in which Mr. Levchin has a less than ten percent equity
interest.

 

 
•  Transactions in the ordinary course of business with The Charles Schwab Corporation for which Mr. Schwab serves as

executive chairman and had approximately a 13 percent equity interest as of December 31, 2014. These transactions
involved payments to Yahoo that did not exceed 0.5 percent of Yahoo’s annual gross revenue.

 

 •  Payments to Ms. Friedman for time devoted to preparing to serve on the board of directors of Aabaco Holdings, Inc., a
wholly-owned subsidiary of Yahoo.

Meetings and Committees of the Board

During 2015, the Board held 19 meetings. During 2015, each incumbent director attended at least 75 percent of the aggregate of the
total number of meetings of the Board and of the committees on which he or she served, held during the portion of the year for which he or she
was a director or committee member.

Independent directors of our Board meet in regularly scheduled sessions without management. The Chairman of the Board chairs the
executive sessions of the Board.
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The Board has a standing Audit Committee, a standing Compensation Committee, and a standing Nominating Committee. The Board

also forms special committees and subcommittees from time to time. The current chair and members of each of the Audit Committee,
Compensation Committee, and Nominating Committee are listed below, along with the number of times each of these committees met during
2015:
 
       Committees     

Name   
Audit

and Finance  
Compensation and

Leadership Development  
Nominating and

  Corporate Governance  
Tor R. Braham   Member     
Eric K. Brandt   Chair     
Catherine J. Friedman     Member   Chair
Eddy W. Hartenstein     Member   
Richard S. Hill       Member
Thomas J. McInerney   Member     
Jane E. Shaw, Ph.D.     Chair   Member
Jeffrey C. Smith     Member   
Maynard G. Webb, Jr.     Member   
Meetings in 2015   11   10   7

Audit and Finance Committee. The Board has determined that each member of the Audit Committee is an independent director
within the meaning of applicable SEC rules and the Nasdaq listing standards. The Board has determined that each of Mr. Brandt and
Mr. McInerney qualifies as an audit committee financial expert within the meaning of SEC rules and satisfies the financial sophistication
requirements of the Nasdaq listing standards.

The Audit Committee is governed by a charter, a copy of which is available on the Corporate Governance section of the Company’s
Investor Relations website at investor.yahoo.net/documents.cfm.

The overall purpose of the Audit Committee is to oversee the accounting and financial reporting processes of the Company and the
audits of the financial statements of the Company. In fulfilling this purpose, the Audit Committee’s duties and responsibilities include, among
other things:
 
 •  the appointment, compensation and oversight of the work of the Company’s independent registered public accounting firm;
 

 •  review and approval of the independent registered public accounting firm’s engagement, including the pre-approval of audit
and permitted non-audit engagements;

 

 •  oversight of the independent registered public accounting firm’s independence;
 

 •  review of the results of the year-end audit;
 

 •  review of the adequacy and effectiveness of the Company’s accounting and internal control policies and procedures;
 

 •  review of management’s financial risk assessment and financial risk management policies, and the Company’s major
financial risk exposures and the steps taken to monitor and control such exposures;

 

 
•  establishment of procedures for the receipt, retention and treatment of complaints regarding accounting, internal accounting

controls or auditing matters, and the confidential, anonymous submission by employees of concerns regarding questionable
accounting or auditing matters;

 

 •  review of compliance with the Company’s code of ethics; and
 

 •  review and oversight of any related party transactions.
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Compensation and Leadership Development Committee. The Board has determined that:

 
 •  each member of the Compensation Committee is an independent director within the meaning of the Nasdaq listing

standards;
 

 •  each member of the Compensation Committee other than Ms. Friedman is an “outside director” under Section 162(m) of the
U.S. Internal Revenue Code (“Section 162(m)”); and

 

 •  each member of the Compensation Committee is a “non-employee director” under Exchange Act Rule 16b-3.

The Compensation Committee is governed by a charter, which is available on the Corporate Governance section of the Company’s
Investor Relations website at investor.yahoo.net/documents.cfm.

The Compensation Committee’s primary purpose is to oversee the Company’s compensation and employee benefit plans and
practices. In carrying out this purpose, the Compensation Committee has, among others, responsibilities that include:
 
 •  reviewing the goals and objectives of the Company’s executive compensation programs and approving or recommending to

the Board any changes in these goals and objectives;
 

 •  reviewing the Company’s equity compensation and other employee benefit plans in light of the Company’s goals and
objectives for these plans and approving or recommending to the Board any changes to these plans;

 

 •  reviewing and approving the compensation level of the Chief Executive Officer and the other executive officers, after
considering the results of any annual performance evaluations;

 

 •  reviewing and approving any employment, severance or termination arrangements to be made with any current or former
executive officer of the Company;

 

 •  establishing stock ownership guidelines applicable to the Company’s executive officers and outside directors and monitoring
compliance with such guidelines;

 

 •  establishing the criteria for granting options and other equity-based awards to the Company’s employees and approving the
terms of such awards;

 

 •  reviewing, and recommending to the Board any changes in, the compensation paid to the Company’s non-employee
directors;

 

 •  periodically reviewing the Company’s organizational development activities in order to retain and attract top leadership talent;
 

 •  reviewing whether the Company’s compensation policies and practices create risks that are reasonably likely to create a
material adverse effect on the Company; and

 

 •  reviewing and making recommendations to the Board with respect to shareholder proposals and advisory votes related to
executive compensation matters.

The Compensation Committee is also responsible for reviewing and discussing with management the Company’s Compensation
Discussion and Analysis and, based on such discussion, making a recommendation to the Board on whether the Compensation Discussion
and Analysis should be included in the Company’s proxy statement and/or Annual Report on Form 10-K. The Compensation Committee
prepares the Compensation Committee Report for inclusion in the Company’s proxy statement and/or Annual Report on Form 10-K.

The Compensation Committee may form subcommittees and delegate to its subcommittees such power and authority as it deems
appropriate, except that the Compensation Committee may not delegate to a subcommittee any power or authority required by any law,
regulation or listing standard to be exercised by the Compensation Committee as a whole. The Compensation Committee has not delegated
and has no current intention to delegate any of its authority with respect to determining executive officer compensation to any subcommittee.
The Compensation Committee may confer with the Board in determining the compensation for the
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Chief Executive Officer. In determining compensation for executive officers other than the Chief Executive Officer, the Compensation
Committee considers, among other things, the recommendations of the Chief Executive Officer. However, the Compensation Committee is
solely responsible for making the final decisions on compensation for the individuals listed in the Summary Compensation Table in this proxy
statement (the “Named Executive Officers”).

Pursuant to its charter, after considering such independence factors as are required by the Nasdaq listing standards or applicable SEC
rules, the Compensation Committee may retain or obtain the advice of a compensation consultant, legal counsel, or other advisers as it deems
necessary and appropriate to carry out its duties. The Compensation Committee is directly responsible for the appointment, compensation, and
oversight of the work of any compensation consultant, legal counsel, and other advisers retained by it. In accordance with the Compensation
Committee’s charter, it is the intention of the Compensation Committee that a compensation consultant engaged to advise the Compensation
Committee with respect to executive and director compensation will not engage in work for the Company that is unrelated to executive and
director compensation without prior approval of the Compensation Committee. The Compensation Committee retained Frederic W. Cook & Co.,
Inc. (“FW Cook”) as its independent compensation consultant for 2015, and FW Cook advised the Compensation Committee solely on
executive and non-employee director compensation. To assist the Compensation Committee during 2015, FW Cook reported on trends and
regulatory developments in executive compensation; identified peer companies as points of comparison; assessed compensation-related risk;
compiled market data on compensation levels and practices; and made recommendations from supporting analyses covering executive
compensation philosophy, program design and structure, and compensation levels and mix for our executive officers. The Compensation
Committee has assessed the independence of FW Cook and concluded that its engagement of FW Cook does not raise any conflict of interest
with the Company or any of its directors or executive officers.

Compensation Committee Interlocks and Insider Participation. Dr. Shaw and Mr. Webb served on the Compensation Committee during
2015. No person who served as a member of the Compensation Committee during 2015 was or is an officer or employee of the Company. No
executive officer of the Company serves or served as a director or member of the compensation committee of another company that at any
time since January 1, 2015 employed or employs any member of the Company’s Compensation Committee or Board.

Nominating and Corporate Governance Committee. The Board has determined that each member of the Nominating Committee is
an independent director within the meaning of applicable Nasdaq listing standards.

The Nominating Committee is governed by a charter, which is available on the Corporate Governance section of the Company’s
Investor Relations website at investor.yahoo.net/documents.cfm.

Under its charter, the duties and responsibilities of the Nominating Committee include, among others:
 
 •  identifying and recommending to the Board individuals qualified to serve as directors of the Company and on the committees

of the Board;
 

 •  advising the Board with respect to matters of board composition, procedures and committees;
 

 
•  assessing the appropriateness of a director nominee who does not receive a “majority of votes cast” in an uncontested

election of directors continuing to serve as a director and recommending to the Board the action to be taken with respect to
any letter of resignation submitted by such director;

 

 
•  assessing the appropriateness of a director who retires or experiences a change in his or her principal occupation, employer,

or principal business affiliation continuing to serve as a director and recommending to the Board the action to be taken with
respect to any letter of resignation submitted by such director as required by the Corporate Governance Guidelines;

 

 •  developing and recommending to the Board a set of corporate governance principles applicable to the Company and
overseeing corporate governance matters generally; and

 

 •  overseeing the annual self-assessment of each individual director’s performance and the annual evaluation of the Board and
its committees.
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Consideration of Director Candidates

The Nominating Committee will consider director candidates recommended by shareholders. In considering director candidates,
whether submitted by management, current Board members, shareholders, or other persons, the Nominating Committee will consider the
qualifications and suitability of the candidate, and with regard to a candidate submitted by a shareholder, may also consider the number of
shares held by the recommending shareholder and the length of time that such shares have been held.

To have a candidate considered by the Nominating Committee, a shareholder must submit the recommendation in writing and must
include the following information:
 
 •  The name of the shareholder and evidence of the shareholder’s ownership of Company stock, including the number of

shares owned and the length of time of ownership; and
 

 
•  The name of the candidate, the candidate’s resume or a listing of his or her qualifications to be a director of the Company

and the candidate’s consent to be named as a director if selected by the Nominating Committee and nominated by the
Board.

The Nominating Committee may require additional information as it deems reasonably required to determine the eligibility of the
director candidate to serve as a member of the Board.

The shareholder recommendation and information described above must be sent to the chair of the Nominating Committee in care of
the Corporate Secretary at Yahoo! Inc., 701 First Avenue, Sunnyvale, California 94089. For a candidate to be considered by the Nominating
Committee for nomination to the Board at an upcoming annual meeting, a shareholder recommendation must be received by the Corporate
Secretary not less than 120 days prior to the anniversary date of the Company’s most recent annual meeting of shareholders.

The Nominating Committee believes that the minimum qualifications for service as a director of the Company are that a nominee
possess:
 
 •  an ability, as demonstrated by recognized success in his or her field, to make meaningful contributions to the Board’s

oversight of the business and affairs of the Company; and
 

 •  an impeccable reputation of integrity and competence in his or her personal and professional activities.

Pursuant to its charter, the Nominating Committee’s criteria for evaluating potential candidates are consistent with the Board’s criteria
for selecting new directors. Such criteria include the possession of such knowledge, experience, skills, expertise, integrity, diversity, ability to
make independent analytical inquiries, and understanding of the Company’s business environment as may enhance the Board’s ability to
manage and direct the affairs and business of the Company and, when applicable, the ability of Board committees to fulfill their duties,
considered in the context of the Committee’s assessment of the perceived needs of the Board at that time. The Nominating Committee also
takes into account, as applicable, the satisfaction of any independence requirements imposed by any applicable laws, regulations or rules and
the Corporate Governance Guidelines.

While the Nominating Committee does not have formal objective criteria for determining the diversity desired or represented on the
Board, the committee also considers and assesses the effect that potential candidates may have on Board diversity (which may include, among
other things, an assessment of gender, age, race, national origin, education, professional experience, and differences in viewpoints and skills)
when evaluating the Board’s composition and recommending candidates for nomination.

In connection with the Nominating Committee’s consideration of a potential director candidate, the committee may also collect and
review publicly available information regarding the person to assess the suitability of the candidate and determine whether the person should
be considered further. If the Nominating Committee determines that the candidate warrants further consideration, the chair or another member
of the Nominating Committee may contact the candidate. Generally, if the candidate expresses a willingness to be considered and to serve on
the Board, the Nominating Committee may request information from the candidate, review his or her accomplishments and qualifications and
conduct one or more interviews with the candidate and members of the committee or other Board members. The Nominating Committee may
consider all this information in light of
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information regarding other candidates that the Nominating Committee is evaluating for membership on the Board. In certain instances,
Nominating Committee members or other Board members may contact one or more references provided by the candidate or may contact other
members of the business community or other persons that may have first-hand knowledge of the candidate’s accomplishments. The
Nominating Committee’s evaluation process does not vary based on the source of a recommendation of a candidate, although, as stated
above, in the case of a candidate recommended by a shareholder, the Board may take into consideration the number of shares held by the
recommending shareholder and the length of time that such shares have been held.

Proxy Access

Following a review of corporate governance best practices and trends, our particular facts and circumstances, as well as views
expressed by our shareholders, in March 2016, the Board amended our Bylaws to implement proxy access beginning at our 2017 annual
meeting, allowing eligible shareholders to include their own director nominees in our proxy materials along with the Board-nominated
candidates. Our Board carefully considered the feedback we received from our shareholders in creating a thoughtfully designed and balanced
approach to proxy access that mitigates the risk of abuse and protects the interests of all of our shareholders, while affording a meaningful
proxy access right. Among other things, this proxy access right:
 
 •  Allows any shareholder owning at least three percent of our outstanding common stock continuously for at least three years

to nominate director candidates for inclusion in our proxy materials;
 

 •  Provides that a group of up to 20 shareholders may aggregate their shares to meet the three percent threshold;
 

 •  Provides that a minimum of two shareholder-nominated candidates (or twenty percent of directors then serving on the Board,
if greater) will be eligible for inclusion in our proxy materials;

 

 •  Provides that funds under common control will be counted as one shareholder for purposes of the aggregation limit;
 

 •  Clarifies that loaned shares are counted toward the ownership requirement if certain recall requirements are met; and
 

 •  Requires the nominating shareholder to continue to own the required number of shares through the date of the annual
meeting but does not include a post-meeting ownership requirement.

Board Leadership Structure

Our Board is currently led by an independent director serving as non-executive Chairman. Mr. Webb is currently serving as Chairman
of the Board. Our Board has determined that having an independent director serve as the non-executive Chairman of the Board is in the best
interests of shareholders at this time because it allows the Chairman to focus on the effectiveness and independence of the Board while the
Chief Executive Officer focuses on executing the Company’s strategy and managing the Company’s operations and performance. In the event
our Chairman of the Board is not an independent director, our Corporate Governance Guidelines provide that the independent directors of the
Board will appoint from among themselves a lead independent director with such duties and other responsibilities as may be assigned from
time to time by the Board.
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The Board’s Role in Risk Oversight

The Board, as a whole and through its committees, serves an active role in overseeing management of the Company’s risks. The
Company’s officers are responsible for day-to-day risk management activities. The full Board monitors risks through regular reports from each
of the committee chairs and the General Counsel, and is apprised of particular risk management matters in connection with its general
oversight and approval of corporate matters. The Board and its committees oversee risks associated with their respective areas of
responsibility, as summarized below. Each committee meets with key management personnel and representatives of outside advisers as
required.

The Audit Committee reviews risks and exposures associated with financial matters, particularly financial reporting, tax, accounting,
disclosures, internal control over financial reporting, investment guidelines and credit and liquidity matters, programs and policies relating to
legal compliance and strategy, and the Company’s operational infrastructure, particularly reliability, business continuity and capacity.

The Compensation Committee discusses and reviews compensation arrangements for the Company’s executive officers and other
compensation programs to avoid incentives that would promote excessive risk-taking that are reasonably likely to have a material adverse
effect on the Company. With respect to the Company’s compensation arrangements, the Company has reviewed its compensation policies and
practices and concluded that such policies and practices do not create risks that are reasonably likely to have a material adverse effect on the
Company. In particular, the Compensation Committee, with input from its independent compensation consultant, FW Cook, assessed the
compensation arrangements for the Company’s executive officers and reviewed incentive and commission arrangements below the executive
level, and concluded that they do not encourage unnecessary or excessive risk-taking. The Compensation Committee believes that the design
of the Company’s annual cash and long-term equity incentives for its officers provides an effective and appropriate mix of incentives to focus
them on long-term shareholder value creation and does not encourage taking short-term risks at the expense of long-term results.

The Nominating Committee oversees risks associated with operations of the Board and its governance structure.

Our Board believes that the processes it has established for overseeing risk would be effective under a variety of leadership
frameworks and therefore do not materially affect its choice of leadership structure as described under “Board Leadership Structure” above.

Policy Against Hedging and Pledging

The Company recognizes that hedging against losses in Company shares may disturb the alignment between shareholders and
executives that the Company’s stock ownership policy (as described below in the section titled “Compensation Discussion and Analysis”) and
equity awards are intended to build. Accordingly, the Company has incorporated prohibitions on various hedging activities within its insider
trading policy, which applies to directors, officers and employees. The policy prohibits all short sales of Company stock and any trading in
derivatives (such as put and call options or forward transactions) that relate to Company securities. The insider trading policy also prohibits
pledging Company stock as collateral for a loan, purchasing Company stock on margin, and holding Company stock in a margin account.

Code of Ethics

The Board has a code of ethics, which is available on the Corporate Governance section of the Company’s Investor Relations website
at investor.yahoo.net/documents.cfm.

The Company’s code of ethics applies to the Company’s directors and employees, including our principal executive officer, principal
financial officer, principal accounting officer, and controller, and to contractors of the Company. The code of ethics sets forth the fundamental
principles and key policies and procedures that govern the conduct of the Company’s business. We intend to disclose any amendment to, or
waiver from, the code of
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ethics for our directors and executive officers, including our principal executive officer, principal financial officer, principal accounting officer, and
controller or persons performing similar functions, as may be required by applicable SEC and Nasdaq rules by posting such information on our
website, at the address and location specified above.

Succession Planning

Management Succession. The Board considers succession planning and senior management development to be one of its most
important responsibilities. In accordance with the Corporate Governance Guidelines, the Board is responsible for reviewing the Company’s
succession planning and senior management development, considering, among other factors the Board deems appropriate, the Company’s
strategic direction, organizational and operational needs, competitive challenges, leadership/management potential and development, and
emergency situations. To assist the Board with its review, the Corporate Governance Guidelines require the Chief Executive Officer to provide
the Board with a performance assessment of senior management and their succession potential to the position of Chief Executive Officer,
including in the event of an unexpected emergency, along with a review of any development plans recommended for such individuals.
Members of management with high potential to succeed in the Company are provided with additional responsibilities to expose them to diverse
areas within the Company, with the goal of developing well-rounded and experienced senior leaders. These individuals may also be positioned
to interact more frequently with the Board so that the directors can become familiar with these executives. The Board and the Chief Executive
Officer also have the authority to consider persons outside of the Company and to engage third-party consultants or search firms to assist in
the succession planning process. In addition, the Compensation Committee is responsible for periodically reviewing the Company’s
organizational development activities in order to retain and attract top leadership talent. The Compensation Committee reports the summary
results of this assessment to the Board.

Director Succession. In accordance with the Corporate Governance Guidelines, succession planning for directors is the responsibility
of the full Board, with the assistance of the Nominating Committee. As described above under “Nominating and Corporate Governance
Committee,” the Nominating Committee regularly reviews the composition of the Board and assesses the balance of knowledge, experience,
skills, expertise, and diversity that is appropriate for the Board as a whole. The Board also discusses the results of the Board’s annual self-
evaluation to determine what action, if any, would improve Board and committee performance. When it is determined that a new director should
be added to the Board or that a successor to a current director is necessary or desirable, the Nominating Committee considers the appropriate
mix of experience, skills and other attributes that a director candidate should possess or exhibit in order to complement and enhance the
effectiveness of the Board as a whole. Based on these ideal attributes, the Nominating Committee identifies and recommends to the Board
individuals qualified to serve as directors of the Company. The full Board then evaluates and selects director nominees for election to the Board
at the annual meetings of shareholders and for filling vacancies or new directorships on the Board that may occur between annual meetings.
The Nominating Committee may periodically engage a third-party search firm to assist the Nominating Committee and the Board in identifying
potential director candidates for appointment to the Board in the event of both planned and unplanned vacancies on the Board. The Board also
periodically evaluates whether potential successors to the position of Chairman of the Board are qualified for such role based on the ideal skills,
experience, and characteristics of a chairman that the Board deems to be in the best interest of the shareholders at that time.

Communications with Directors

The Board has established a process to receive communications from shareholders and other interested parties. Shareholders and
other interested parties may contact any member (or all members) of the Board, or the non-employee directors as a group, any Board
committee or any chair of any committee by mail or electronically. To communicate with the Board or any member, group or committee thereof,
correspondence should be addressed to the Board or any member, group or committee thereof by name or title. All such correspondence
should be sent “c/o Corporate Secretary” at 701 First Avenue, Sunnyvale, California 94089 or electronically to CorporateSecretary@yahoo-
inc.com.
 

31



Table of Contents

DIRECTORS AND CORPORATE GOVERNANCE
 

 
All communications received as set forth in the preceding paragraph will be opened and reviewed by the Corporate Secretary or his or

her designees for the sole purpose of determining whether the contents represent a message to our directors. The Corporate Secretary or his
or her designee will forward copies of all correspondence that, in the opinion of the Corporate Secretary or his or her designee, deals with the
functions of the Board or its committees or that he or she otherwise determines requires the attention of any member, group or committee of
the Board.

Policy for Director Attendance at Annual Meeting of Shareholders

It is the Company’s policy that directors are invited and encouraged to attend the annual meeting of shareholders. At the 2015 annual
meeting of shareholders, all of the directors elected to the Board were in attendance.

Director Compensation
  

We pay our non-employee directors annual cash retainer fees and grant them restricted stock units (“RSUs”), as described below.

Cash Compensation. Our non-employee director compensation program includes a basic annual cash retainer for serving as a
director, plus additional retainers for members who take on additional roles. All of the cash retainers are paid quarterly in arrears (and are pro-
rated for partial periods of service).
 

Annualized Cash Retainers for Board Service  

Non-
Employee
Director    

+ Non-
Executive
Chairman

of the
Board    

+ Chair of
the Audit

Committee   

+ Chair
of the

Compensation
Committee    

+ Chair
of the

Nominating
Committee    

+ Member
of the Audit
Committee*   

+ Member
of the

Compensation
Committee*    

+ Member
of the

Nominating
  Committee*   

$ 60,000    $200,000    $ 35,000    $ 35,000    $ 15,000    $ 10,000    $ 10,000    $ 0  
 

 * For committee members other than the chair of such committee.

Equity Awards in Lieu of Cash Fees. Under the terms of the Yahoo! Inc. Directors’ Stock Plan (the “Directors’ Plan”), each non-
employee director may elect to have his or her fees that would otherwise be paid in cash converted into RSUs. Elections need to be made in
advance (generally by December 31 of the prior year, or prior to joining the Board in the case of newly-elected or appointed directors) and
awards are immediately vested upon grant. Each director who elects RSUs in lieu of cash fees is granted a number of RSUs each quarter
equal to the amount of his or her quarterly fee divided by the fair market value (i.e., the closing price) of a share of the Company’s common
stock on the grant date, which is generally the last day of the calendar quarter for which the applicable fee would otherwise have been paid.

Annual RSU Award. Our non-employee director compensation program also includes an annual award of RSUs, generally granted on
the date of our annual meeting to the directors elected (or re-elected) at the meeting. Under the terms of the Directors’ Plan, the number of
annual RSUs is determined by dividing $240,000 by the closing price of the Company’s common stock on the date of grant.

New directors appointed or elected to the Board other than in connection with an annual meeting will receive an initial award of RSUs
upon their appointment or election, with the number of RSUs determined as described above and pro-rated based on the portion of the year
that has passed since the last annual meeting.

These RSUs granted on the date of the annual meeting are scheduled to vest ratably, on a quarterly basis in arrears, with the final
installment scheduled to vest on the first anniversary of the date of grant (or, if earlier, the day before the next annual meeting of shareholders).
Vesting is subject to continued service on the Board through the vesting date. The vesting schedule for a pro-rated award to a new director will
coincide with the remaining vesting dates of the awards granted on the date of the prior annual meeting.
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Under the Directors’ Plan, all vested RSUs—including annual awards and RSUs in lieu of cash fees—are generally paid in an

equivalent number of shares of common stock on the earlier of the date the non-employee director’s service terminates and the first
anniversary of grant, subject to any valid election by the non-employee director to defer the payment date. Subject to the aggregate share limit
set forth in the Directors’ Plan, the Board may from time to time prospectively change the relative mixture of stock options and RSUs for the
initial and annual award grants to non-employee directors and the methodology for determining the number of shares of the Company’s
common stock subject to these awards without shareholder approval.

The Directors’ Plan provides certain benefits that are triggered by certain corporate transactions or death or total disability. In the event
of the dissolution or liquidation of the Company, consummation of a sale of all or substantially all of the assets of the Company, or
consummation of the merger or consolidation of the Company with or into another corporation in which the Company is not the surviving
corporation or any other capital reorganization in which more than 50 percent of the shares of the Company entitled to vote are exchanged (a
“Corporate Transaction”), options and RSUs granted under the Directors’ Plan will become fully vested, and the Company will provide each
director optionee either a reasonable time within which to exercise the option or a substitute option with comparable terms as to an equivalent
number of shares of stock of the corporation succeeding the Company or acquiring its business by reason of such Corporate Transaction.
Outstanding RSUs will generally be paid in an equivalent number of shares of common stock immediately prior to the effectiveness of such
Corporate Transaction. In the event of the director’s death or total disability, options and RSUs granted under the Directors’ Plan will become
fully vested and, in the case of RSUs, immediately payable.

In addition, non-employee directors may participate in the Company’s matching charitable awards program, which provides up to
$1,000 in matching contributions per calendar year to eligible non-profit organizations. The Company also reimburses its non-employee
directors for their out-of-pocket expenses incurred in connection with attendance at Board, committee and shareholder meetings, and other
business of the Company.

Director Stock Ownership Guidelines

The Board has adopted stock ownership guidelines for the Company’s non-employee directors as set forth in the Corporate
Governance Guidelines with the exact share ownership requirements periodically established by the Board. The current share ownership
requirements set by the Board provide that each non-employee director should own shares of the Company’s common stock equal in value to
five times the annual Board cash retainer then in effect (or $300,000 in 2015 based on the Board’s current annual cash retainer of $60,000). A
non-employee director who does not satisfy the required Company stock ownership level must retain at least 50 percent of the net shares he or
she receives upon exercise, vesting, or payment, as the case may be, of Company equity awards. For this purpose, the “net” shares received
upon exercise, vesting, or payment of an award are the total number of shares received, less the shares needed to pay any applicable exercise
price of the award. Vested but unpaid (or deferred) RSUs count toward satisfaction of this requirement, but unexercised options do not
(regardless of whether they are vested). Shares held in a trust established by the director (and/or his or her spouse) for estate or tax planning
purposes count toward satisfaction of this requirement if the trust is revocable by the director (and/or his or her spouse) or for the benefit of his
or her family members. Mr. Braham, Mr. Hill, Ms. James, Mr. McInerney, Mr. Scott, Dr. Shaw, and Mr. Webb have satisfied these ownership
guidelines. Mr. Brandt, Ms. Friedman, Mr. Hartenstein, and Mr. Smith, all of whom recently joined the Board, will be required to retain at least
50 percent of all net shares received with respect to Company equity awards until they satisfy the ownership guidelines.
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Director Compensation Table—2015

The following table presents fiscal year 2015 compensation information for Yahoo’s non-employee directors who served during any
part of the year. Yahoo’s two employee directors during 2015, Ms. Mayer and Mr. Filo, received no additional compensation for their service on
the Board. (For their compensation as employees, see the Summary Compensation Table on page 77.)

The “Stock Awards” and “Option Awards” columns below present the aggregate grant date fair value of equity awards (as computed
for financial accounting purposes) and do not reflect whether the recipient has realized a financial benefit from the awards (such as by vesting
in stock or exercising options).
 

Name     

Fees
Earned
or Paid
in Cash

($)(1)      

Stock
Awards
($)(2)(3)      

Option
Awards
($)(2)(4)      

All Other
Compensation

($)      
Total
($)  

Current Directors:                     
Susan M. James      95,000       239,990       0       0       334,990  
Thomas J. McInerney      70,000       239,990       0       0       309,990  
H. Lee Scott, Jr.(5)      0       314,898       0       0       314,898  
Jane E. Shaw, Ph.D.      95,000       239,990       0       0       334,990  
Maynard G. Webb, Jr.(6)      0       509,908       0       0       509,908  

Former Directors:                     
Max R. Levchin(7)      0       295,487       0       0       295,487  
Charles R. Schwab(8)      0       309,923       0       0       309,923  

 

 

(1) Cash amounts differ, in part, because some directors elected pursuant to our director compensation program to receive restricted stock
units (“RSUs”) in lieu of their quarterly cash fees for Board and committee service (see “—Director Compensation,” above). Amounts in
this column exclude fees for Board service earned in the fourth quarter of 2014 and paid on January 23, 2015, and include fees for
Board service earned in the fourth quarter of 2015 and paid on January 8, 2016.

 

 

(2) As required by SEC rules, the columns “Stock Awards” and “Option Awards” present the aggregate grant date fair value (and the notes
below present the individual grant date fair values) of each director’s equity awards computed in accordance with Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification™ 718 Compensation—Stock Compensation (“FASB ASC 718”). These
amounts do not reflect whether the director has realized a financial benefit from the awards (such as by vesting in stock or exercising
options). For information on the valuation assumptions used in these computations, refer to Note 14—“Employee Benefits” in the Notes
to Consolidated Financial Statements in our 2015 Form 10-K.

 

 

(3) On June 24, 2015, each of the non-employee directors elected at the 2015 Annual Meeting of Shareholders (namely, Ms. James,
Dr. Shaw, and Messrs. Levchin, McInerney, Schwab, Scott, and Webb) was automatically granted an award of 5,862 RSUs under the
Directors’ Plan. Each of these awards had a grant date fair value of $239,990. The number of unvested RSUs held on December 31,
2015 by each person listed in the table above was as follows: Ms. James (2,931), Mr. Levchin (0), Mr. McInerney (2,931), Mr. Schwab
(2,931), Mr. Scott (2,931), Dr. Shaw (2,931), and Mr. Webb (2,931). The Directors’ Plan provides that non-employee directors may
elect to defer payment of RSUs in certain circumstances. The number of vested but unpaid RSUs held on December 31, 2015 by each
person listed in the table above was as follows: Ms. James (50,912), Mr. Levchin (0), Mr. McInerney (2,931), Mr. Schwab (4,900),
Mr. Scott (11,656), Dr. Shaw (9,547), and Mr. Webb (10,530).

 

 (4) The number of outstanding stock options held on December 31, 2015 by each person listed in the table above was as follows:
Ms. James (0), Mr. Levchin (15,848), Mr. McInerney (0), Mr. Schwab (3,118), Mr. Scott (3,291), Dr. Shaw (0), and Mr. Webb (61,679).
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(5) In lieu of cash, Mr. Scott elected to receive his quarterly Board and committee fees for 2015 in the form of RSUs. Accordingly, we
granted Mr. Scott an award of 421 RSUs on March 31, 2015, which had a grant date fair value of $18,707; an award of 477 RSUs on
June 30, 2015, which had a grant date fair value of $18,741; an award of 648 RSUs on September 30, 2015, which had a grant date
fair value of $18,734; and an award of 563 RSUs on December 31, 2015, which had a grant date fair value of $18,725.

 

 

(6) In lieu of cash, Mr. Webb elected to receive his quarterly Board and committee fees for 2015 in the form of RSUs. Accordingly, we
granted Mr. Webb an award of 1,519 RSUs on March 31, 2015, which had a grant date fair value of $67,497; an award of 1,717 RSUs
on June 30, 2015, which had a grant date fair value of $67,461; an award of 2,334 RSUs on September 30, 2015, which had a grant
date fair value of $67,476; and an award of 2,029 RSUs on December 31, 2015, which had a grant date fair value of $67,485.

 

 

(7) Mr. Levchin resigned from the Board effective December 4, 2015. In lieu of cash, Mr. Levchin elected to receive his quarterly Board
and committee fees for 2015 in the form of RSUs. Accordingly, we granted Mr. Levchin an award of 337 RSUs on March 31, 2015,
which had a grant date fair value of $14,975; an award of 381 RSUs on June 30, 2015, which had a grant date fair value of $14,969;
an award of 518 RSUs on September 30, 2015, which had a grant date fair value of $14,975; and an award of 303 RSUs on
December 4, 2015, which had a grant date fair value of $10,578.

 

 

(8) Mr. Schwab resigned from the Board effective February 2, 2016. In lieu of cash, Mr. Schwab elected to receive his quarterly Board and
committee fees for 2015 in the form of RSUs. Accordingly, we granted Mr. Schwab an award of 393 RSUs on March 31, 2015, which
had a grant date fair value of $17,463; an award of 445 RSUs on June 30, 2015, which had a grant date fair value of $17,484; an
award of 605 RSUs on September 30, 2015, which had a grant date fair value of $17,491; and an award of 526 RSUs on
December 31, 2015, which had a grant date fair value of $17,495.

Required Vote
  

Each of the directors will be elected by a majority of votes cast, meaning that the number of shares voted “FOR” a director nominee
must exceed the number of shares voted “AGAINST” that director nominee. This required vote is explained above in the section titled “Proposal
1—Election of Directors—Voting Standard.”

Recommendation of the Board of Directors
  

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THE ELECTION OF THE NOMINEES
NAMED ABOVE. PROXIES RECEIVED BY THE COMPANY WILL BE VOTED “FOR” THE ELECTION OF THE NOMINEES NAMED
ABOVE UNLESS YOU SPECIFY OTHERWISE IN THE PROXY.
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Proposal 2 — Advisory Vote To Approve Executive Compensation
We are providing our shareholders with the opportunity to cast a non-binding, advisory vote to approve the compensation of our

Named Executive Officers as disclosed in this proxy statement (including in the compensation tables and narratives accompanying those tables
as well as in the Compensation Discussion and Analysis). This proposal is referred to as a “say-on-pay” proposal.

Compensation Philosophy. The Compensation Committee believes in a disciplined pay-for-performance approach to executive
compensation and has established a rigorous, performance-oriented compensation program for our executive officers. The core goals of our
executive compensation philosophy are to:
 

 Ø attract and retain the most talented people in an extremely competitive marketplace;
 

 Ø compensate key executives at competitive but responsible levels;
 

 Ø provide equity-based compensation to align executives’ interests with those of our shareholders; and
 

 Ø provide performance-based compensation to enhance the focus on particular goals and to reward those who make
significant contributions to our performance when the goals are achieved.

Key Features of our 2015 Executive Compensation Programs. Some of the key features of our 2015 executive compensation
program include:
 

 ü Named Executive Officers received no salary increases for 2015.
 

 ü Named Executive Officers received no incentive cash bonus payouts for 2015.
 

 

ü Our equity awards in 2015 reflected a balance between multiple short- and long-term incentives. These awards were
approximately 50 percent in the form of restricted stock units with time-based vesting requirements, and 50 percent in the
form of restricted stock units with time- and performance-based vesting requirements (with multiple financial metrics used to
determine performance).

 

 ü 93.3 percent of our CEO’s total direct compensation for 2015 (as defined in the Compensation Discussion and Analysis) was
considered at-risk (i.e., tied to performance goals and/or dependent upon the value of our common stock).

 

 

ü Consistent with prior years, our long-term incentive equity award program for 2015 was designed to promote the Company’s
overall financial performance, as measured by revenue and earnings (specifically for 2015, the equity performance metrics
were revenue, revenue ex-TAC, and adjusted EBITDA). Since Ms. Mayer’s arrival in 2012, our long-term incentive equity
awards have always included both a revenue metric (revenue and/or revenue ex-TAC) and an earnings metric (adjusted
EBITDA or operating income). The three 2015 metrics have been retained in this program for 2016 to measure our overall
financial performance.

 

 

ü Our short-term cash-incentive program is designed to promote a key financial performance goal each year that the
Compensation Committee judges to be particularly important (in addition to overall financial performance). For 2014, that key
goal was mobile revenue, and for 2015 our key goal was Mavens revenue. In order to ensure a balanced incentive, our
overall financial performance also enters into the short-term payout formula.

 

 

ü Such program design resulted in a partial overlap between the metrics used in our long-term equity incentive program and
our short-term cash-incentive program with the three overall financial metrics (revenue, revenue ex-TAC, and adjusted
EBITDA) being used in both programs. This overlap reflects the Compensation Committee’s view that it is critical for Yahoo
at this stage of our transition to focus on revenue growth while managing costs to increase profitability.

 

 ü Our executives’ long-term incentive equity awards tied to 2015 performance vested at significantly less than their targeted
levels, as described below and in the CD&A.
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Alignment with Shareholder Interests. We tie significant portions of our executives’ pay to corporate performance. As a result, in

challenging years (such as 2015) our incentive compensation programs generally pay out at relatively low levels. In 2015 our annual total
shareholder return fell below our three- and five-year averages and, accordingly, our executives’ incentive equity awards tied to annual
performance vested at significantly less than their target levels—vesting results were 14 percent of target for the performance RSUs and
47 percent of target for the performance options—demonstrating our commitment to performance-based compensation.

However, the Summary Compensation Table does not clearly illustrate our strong link between pay and performance because:
(1) stock and option award values in the Summary Compensation Table reflect the target level of equity incentive opportunities, not the actual
portion vesting based on performance; and (2) applicable accounting and SEC rules require that performance-based equity grants approved by
the Compensation Committee in prior years that were eligible to vest based on 2015 performance be disclosed as compensation for 2015: they
appear in the 2015 row of the Summary Compensation Table and their value is based on our stock price in effect on the date in early 2015
when we set the annual performance goals.

It’s important to understand that Ms. Mayer’s performance-based equity award values in the Summary Compensation Table reflect the
significant appreciation in our stock price between when the awards were originally approved by the Compensation Committee and when the
applicable annual performance goals were subsequently set (the accounting measurement date). For example, our stock price increased 178
percent between July 16, 2012 (the date on which Ms. Mayer’s recruitment awards were originally approved) and March 6, 2015 (the date on
which the recruitment option’s 2015 tranche was valued for reporting purposes). That option tranche had an original approval value of $3
million in 2012, and a reported value of nearly $20 million in 2015, due to our intervening stock price appreciation (which benefits executives
and shareholders alike). For a list of the original approval values of Ms. Mayer’s equity awards compared to their reported values, see the CEO
Equity Award tables on page 68.

It is also important to understand there is a wide disparity between the values reported in the Summary Compensation Table and the
amounts actually received by Ms. Mayer, because the Company’s 2015 performance fell short of the rigorous annual financial goals we set.
Ms. Mayer’s actual earned compensation for 2015, as estimated in the table below, was 39 percent of the total amount reported in the
Summary Compensation Table (“SCT”) for 2015, which illustrates the high degree of alignment of our performance-based compensation with
shareholder interests.
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The following chart illustrates the disparity between our CEO’s total compensation reported in the Summary Compensation Table and

her realized pay (with realized pay calculated as described in the table below, based on our May 2, 2016 stock price):

CEO Compensation — Reported vs. Realized Pay
 

The following table presents each CEO compensation element for 2015, showing the difference between (1) the amount reported in
the Summary Compensation Table and (2) the amount actually realized by Ms. Mayer:
 
   REPORTED PAY   REALIZED PAY

2015 Compensation Element
   

 

Summary Compensation Table
(accounting grant date fair value

for stock and option  awards)
   

 

Actual Earned Compensation
(vested value as of May 2, 2016

    for 
stock and option awards)    

 

Salary    $ 1,000,000    $ 1,000,000 
Bonus(1)     1,125     1,125 
Annual Cash Subtotal     1,001,125     1,001,125 
Performance Option(2)(3)     19,935,777     6,320,903 
Performance RSUs(2)(3)     8,495,518     1,000,118 
RSUs(2)(3)     5,999,976     5,045,560 
Equity Award Subtotal     34,431,271     12,366,581 
All Other Compensation     548,711     548,711 
Total 2015 Compensation    $35,981,107    $13,916,417*
 

  * Actual Earned Compensation for 2015 (as a percent of total compensation reported in the SCT): 39%
 

 (1) Ms. Mayer earned a small cash bonus under Yahoo’s Invention Recognition Award program, open to all full-time employees, for being
among the inventors named in a patent application filed by the Company.

 (2) The Summary Compensation Table presents the grant date fair values of stock and option awards determined as described in
footnotes (2), (4), and (8) to the Summary Compensation Table on page 77.

 

(3) For purposes of determining Actual Earned Compensation in the chart above, the 2015 equity awards that actually vested (or remain
eligible to vest) are valued using our May 2, 2016 stock price and forfeited awards are disregarded, as described in footnote (3) to the
CEO Equity Awards tables on page 68. For an award-by-award breakdown, see column [C] of the CEO Equity Awards (2015) table on
that same page.
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Other Compensation Practices. We believe that shareholder interests are further served by other executive compensation-related

practices that we follow. These practices include:
 

 ü We do not have minimum payment levels for our cash incentive bonus plan or for our performance-based equity awards.
 

 ü We provide certain personal security arrangements for Ms. Mayer and her immediate family (which we consider necessary
and for the Company’s benefit) but we do not provide other material perquisites.

 

 ü We do not pay taxes on our executives’ behalf through “gross-up” payments (other than for a business-related relocation).
 

 
ü Our change-in-control policy has a double-trigger provision (benefits require both a change in control and termination of

employment) rather than a single-trigger provision (under which benefits are triggered automatically by any change in
control).

 

 ü We do not reprice “underwater” stock options (stock options where the exercise price is below the then-current market price
of our stock) without shareholder approval.

 

 ü Our executive officers are subject to a stock ownership policy, which requires them to retain a portion of newly vested equity
awards until they have satisfied the policy.

 

 
ü We have a recoupment (or “clawback”) policy that allows the Board to recover cash- and equity-based incentive awards from

executives (including all of the Named Executive Officers) in certain circumstances if Yahoo has to restate its financial
results.

 

 ü We prohibit pledging of, and hedging against losses in, Yahoo securities in our insider trading policy, which is applicable to all
employees, including our executive officers.

 

 ü Our Compensation Committee retains an independent compensation consultant for independent advice and market data.
 

 ü We seek annual shareholder feedback on our executive compensation program.
 

 ü We carefully monitor and take into account the dilutive impact of our equity awards.

Response to Last Year’s Say on Pay Vote. At our annual meeting in June 2015, 85 percent of votes cast were in favor of our
executive compensation program. The Compensation Committee believes these results indicate that shareholders support the rigorous
performance-based compensation program we put in place in late 2012 and have continued each year. We have implemented a similar
rigorous performance-based compensation program for 2016.

In accordance with the requirements of Section 14A of the Exchange Act (which was added by the Dodd-Frank Wall Street Reform
and Consumer Protection Act) and the related rules of the SEC, the Board requests your advisory vote on the following resolution at the annual
meeting:

RESOLVED, that the compensation paid to the Company’s Named Executive Officers, as disclosed in this proxy
statement pursuant to the SEC’s executive compensation disclosure rules (which disclosure includes the
Compensation Discussion and Analysis, the compensation tables and the narrative discussion that accompanies the
compensation tables), is hereby approved.

This vote is an advisory vote only and will not be binding on the Company, the Board or the Compensation Committee, and will not be
construed as overruling a decision by, or creating or implying any additional fiduciary duty for, the Board or the Compensation Committee.
However, the Compensation Committee will consider the outcome of the vote when making future compensation decisions for Named
Executive Officers.

The Company’s current policy is to provide shareholders with an opportunity to approve the compensation of the Named Executive
Officers each year at the annual meeting of shareholders. It is expected that the next such vote will occur at the 2017 annual meeting of
shareholders.
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Required Vote
  

The affirmative vote of the holders of a majority of the Company’s common stock present at the annual meeting in person or by proxy
and entitled to vote on this proposal is required to approve, on an advisory basis, the Company’s executive compensation.

Recommendation of the Board of Directors
  

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” APPROVAL OF EXECUTIVE
COMPENSATION. PROXIES RECEIVED BY THE COMPANY WILL BE VOTED “FOR” THIS PROPOSAL UNLESS YOU SPECIFY
OTHERWISE IN THE PROXY.
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Proposal 3 — Ratification of Appointment of
Independent Registered Public Accounting Firm

We are asking our shareholders to ratify the Audit Committee’s appointment of PricewaterhouseCoopers LLP as the Company’s
independent registered public accounting firm for the fiscal year ending December 31, 2016.

PricewaterhouseCoopers has served as the Company’s external auditor continuously since February 1996 and has been appointed by
the Audit Committee to continue as the Company’s independent registered public accounting firm for 2016. The members of the Audit
Committee and the Board believe that the continued retention of PricewaterhouseCoopers to serve as the Company’s independent registered
public accounting firm is in the best interests of the Company and its shareholders.

The Audit Committee is directly responsible for the appointment, compensation, retention, and oversight of the independent registered
public accounting firm retained to audit the Company’s financial statements. In conjunction with the rotation of the audit firm’s lead engagement
partner, the Audit Committee and its Chair in late 2015 were directly involved in the selection of PricewaterhouseCoopers’ current lead
engagement partner, whose period of service began in 2016. Furthermore, in order to assure continuing auditor independence, the Audit
Committee periodically considers whether there should be a rotation of the Company’s independent registered public accounting firm.

Although ratification of the appointment of PricewaterhouseCoopers is not required by our organizational documents or applicable law,
the Audit Committee and the Board believe it is a good corporate governance practice to request shareholder ratification of the Audit
Committee’s appointment of the Company’s independent registered public accounting firm. In the event that ratification of this appointment is
not approved by a majority of the shares of common stock of the Company represented at the annual meeting in person or by proxy and
entitled to vote on the matter, the Audit Committee will consider this fact in connection with its future appointment of an independent registered
public accounting firm. Even if this appointment is ratified, the Audit Committee, in its discretion, may direct the appointment of a different
independent registered public accounting firm at any time during the year if the Audit Committee determines that such a change would be in the
best interests of the Company and its shareholders.

Representatives of PricewaterhouseCoopers will be present at the annual meeting. The representatives will have an opportunity to
make a statement if they desire to do so and will be available to respond to appropriate questions.

Required Vote
  

The affirmative vote of the holders of a majority of the Company’s common stock present at the annual meeting in person or by proxy
and entitled to vote on this proposal is required to ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for the fiscal year ending December 31, 2016.

Recommendation of the Board of Directors
  

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” RATIFICATION OF THE APPOINTMENT
OF PRICEWATERHOUSECOOPERS LLP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE
FISCAL YEAR ENDING DECEMBER 31, 2016. PROXIES RECEIVED BY THE COMPANY WILL BE VOTED “FOR” THIS PROPOSAL
UNLESS YOU SPECIFY OTHERWISE IN THE PROXY.
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Beneficial Ownership of Principal Shareholders and Management
The following table presents the number of shares of our common stock that were beneficially owned as of May 2, 2016 (except where

another date is noted) by (1) known beneficial owners of five percent or more of our common stock, (2) each current director and director
nominee, (3) each Named Executive Officer, and (4) all current directors and current executive officers of the Company as a group.
 

Beneficial Owner   

Amount and
Nature of
Beneficial

Ownership(1)    

Percent of
Common Stock
Outstanding(2)  

David Filo    70,711,390     7.5% 
701 First Avenue
Sunnyvale, CA 94089     

The Vanguard Group(3)    50,620,561     5.3% 
100 Vanguard Blvd.
Malvern, PA 19355     

Jeffrey C. Smith(4)    12,299,672     1.3% 
Marissa A. Mayer(5)    3,490,904     *  
Ken Goldman(6)    971,220     *  
Ronald S. Bell(7)    214,721     *  
Maynard G. Webb, Jr.(8)    116,668     *  
Lisa Utzschneider(9)    63,182     *  
Susan M. James(10)    55,272     *  
H. Lee Scott, Jr.(11)    43,387     *  
Thomas J. McInerney(12)    39,473     *  
Tor R. Braham(13)    13,045     *  
Jane E. Shaw, Ph.D.(14)    12,478     *  
Richard S. Hill(15)    11,174     *  
Eric K. Brandt(16)    2,156     *  
Eddy W. Hartenstein(17)    1,045     *  
Catherine J. Friedman(18)    0     *  
All current directors and current executive officers as a group (16 persons)(19)    88,045,787     9.2% 
 

  * Less than 1 percent.
 

 

(1) The number of shares beneficially owned by each person or group as of May 2, 2016 (except where another date is noted) includes
shares of common stock that such person or group had the right to acquire on or within 60 days after that date, including, but not
limited to, upon the exercise of options and vesting and payment of restricted stock units. Shares subject to vested restricted stock
units under the Directors’ Plan are generally payable on the earlier of the first anniversary of the date of grant or the date the director’s
service terminates, subject to deferred issuance at the director’s election in some cases. To our knowledge, except as otherwise
indicated in the footnotes to this table and subject to applicable community property laws, each shareholder named in the table has the
sole power to vote or direct the voting of (voting power), and the sole power to sell or otherwise direct the disposition of (dispositive
power), the shares set forth opposite such shareholder’s name.

 

 (2) For each person and group included in the table, percentage ownership is calculated by dividing the number of shares beneficially
owned by such person or group as described above by the sum of the
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949,085,463 shares of common stock outstanding (excluding treasury shares) on May 2, 2016 and the number of shares of common
stock that such person or group had the right to acquire from the Company on or within 60 days of that date, including, but not limited
to, upon the exercise of options and upon vesting and payment of restricted stock units.

 

 

(3) Beneficial ownership information for The Vanguard Group is as of December 31, 2015 and is based on information contained in the
Schedule 13G it filed with the SEC on February 11, 2016. Such schedule states that The Vanguard Group has sole voting power over
1,626,175 shares, shared voting power over 88,800 shares, sole dispositive power over 48,890,520 shares, and shared dispositive
power over 1,730,041 shares.

 

 

(4) Includes 1,045 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan. In
addition on June 30, 2016, Mr. Smith will receive a currently indeterminate number of vested RSUs under the Directors’ Plan as a
result of his election to receive RSUs in lieu of quarterly director fees that would otherwise be payable in cash. The beneficial
ownership information for Mr. Smith also includes 12,298,627 shares held by certain funds and managed accounts for which Starboard
Value LP serves as manager or investment manager. Mr. Smith serves as a Managing Member, Chief Executive Officer, and Chief
Investment Officer of Starboard Value LP. Mr. Smith has shared voting and shared dispositive power over Starboard’s shares.

 

 
(5) Includes 2,118,453 shares issuable upon exercise of options that are exercisable on or within 60 days after May 2, 2016 under the

Yahoo! Inc. Stock Plan (the “Stock Plan”), and 26,154 shares issuable pursuant to restricted stock units vesting within 60 days after
May 2, 2016 under the Stock Plan.

 

 
(6) Includes 758,794 shares issuable upon exercise of options that are exercisable on or within 60 days after May 2, 2016 under the Stock

Plan, 28,314 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Stock Plan, and
184,112 shares held by the Goldman-Valeriote Family Trust, over which Mr. Goldman has shared voting and shared dispositive power.

 

 (7) Includes 15,296 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Stock Plan.
 

 

(8) Includes 61,679 shares issuable upon exercise of options that are exercisable on or within 60 days after May 2, 2016 under the
Directors’ Plan, 12,336 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan, 1,466
shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan, and 41,187
shares held by the Webb Family Trust over which Mr. Webb has shared voting and shared dispositive power. In addition on June 30,
2016, Mr. Webb will receive a currently indeterminate number of vested RSUs under the Directors’ Plan as a result of his election to
receive RSUs in lieu of quarterly director fees that would otherwise be payable in cash.

 

 (9) Includes 15,881 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Stock Plan.
 

 (10) Includes 52,377 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan and 1,466
shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.

 

 

(11) Includes 3,291 shares issuable upon exercise of options that are exercisable on or within 60 days after May 2, 2016 under the
Directors’ Plan, 13,630 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan, 1,466
shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan, and 25,000
shares held by the Lee and Linda Scott Revocable Trust, over which Mr. Scott has shared voting and shared dispositive power. In
addition on June 30, 2016, Mr. Scott will receive a currently indeterminate number of vested RSUs under the Directors’ Plan as a result
of his election to receive RSUs in lieu of quarterly director fees that would otherwise be payable in cash.

 

 (12) Includes 4,396 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan and 1,466 shares
issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.

 

 (13) Includes 1,045 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.
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 (14) Includes 11,012 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan and 1,466
shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.

 

 (15) Includes 1,045 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.
 

 (16) Includes 1,078 shares subject to vested but unpaid restricted stock units as of May 2, 2016 under the Directors’ Plan and 1,078 shares
issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan.

 

 
(17) Includes 1,045 shares issuable pursuant to restricted stock units vesting within 60 days after May 2, 2016 under the Directors’ Plan. In

addition on June 30, 2016, Mr. Hartenstein will receive a currently indeterminate number of vested RSUs under the Directors’ Plan as a
result of his election to receive RSUs in lieu of quarterly director fees that would otherwise be payable in cash.

 

 
(18) Excludes 1,078 shares subject to vested but unpaid restricted stock units as of May 2, 2016 and 1,078 shares underlying restricted

stock units vesting within 60 days after May 2, 2016, in both cases under the Directors’ Plan, the payment of which Mr. Friedman has
unconditionally elected to defer beyond such 60 day period.

 

 

(19) Includes 2,942,217 shares issuable upon exercise, by directors and executive officers, of options that are exercisable on or within 60
days after May 2, 2016 under the Directors’ Plan or the Stock Plan, 98,233 shares issuable pursuant to restricted stock units vesting
within 60 days after May 2, 2016 under the Directors’ Plan or the Stock Plan, and 94,829 shares subject to vested but unpaid restricted
stock units under the Directors’ Plan as of May 2, 2016. In addition on June 30, 2016, certain incumbent directors will receive a
currently indeterminate number of vested RSUs under the Directors’ Plan as a result of their elections to receive RSUs in lieu of
quarterly director fees that would otherwise be payable in cash. Excludes 1,078 shares subject to vested but unpaid restricted stock
units as of May 2, 2016 and 1,078 shares underlying restricted stock units vesting within 60 days after May 2, 2016, in both cases
under the Directors’ Plan, the payment of which has unconditionally been deferred beyond such 60 day period.

Section 16(a) Beneficial Ownership Reporting Compliance
  

Section 16(a) of the Exchange Act (“Section 16”) requires the Company’s directors, executive officers and, subject to certain
exceptions, persons who beneficially own more than 10 percent of the Company’s common stock (collectively, “Reporting Persons”) to file with
the SEC initial reports of ownership on Form 3 and changes in ownership of the Company’s common stock on Forms 4 or 5. Reporting Persons
are required by SEC regulations to furnish the Company with copies of all Section 16(a) reports they file. Based solely on its review of the
copies of such reports received or written representations from certain Reporting Persons that no other reports were required, the Company
believes that during its fiscal year ended December 31, 2015 all filing requirements applicable to the Reporting Persons were timely met.
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Equity Compensation Plan Information
The following table presents information as of December 31, 2015 regarding shares of our common stock that may be issued under

our equity compensation plans, including the Stock Plan, the Directors’ Plan, and the Employee Stock Purchase Plan. Each of these plans has
been approved by our shareholders. We do not maintain any equity incentive plans that have not been approved by shareholders.
 

Plan Category   

Number of Securities to be
Issued Upon Exercise of

Outstanding Options,
Warrants and Rights   

Weighted Average
Exercise Price of

Outstanding Options,
Warrants and Rights   

Number of Securities
Remaining Available
for Future Issuance

Equity compensation plans approved by
security holders(1)   28,909,771(2)(3)

  $20.9126(3)(4)
  122,984,927(3)(5)

 

 

(1) This table does not include equity awards we assumed in connection with the acquisition of other companies. As of December 31,
2015, an additional 964,483 shares of our common stock were subject to outstanding acquired-company stock options (at a weighted
average exercise price of $12.8561 per share), and an additional 199,028 shares of our common stock were subject to outstanding
acquired-company restricted stock units (including shares issuable as contingent payment of the acquisition price subject to the
continued employment of acquired employees through contractual vesting dates).

 

(2) Includes 4,167,554 shares subject to outstanding stock option awards and 24,742,217 shares subject to outstanding restricted stock
unit awards as of December 31, 2015, after giving effect to determinations of our 2015 performance (which means the performance-
based options and RSUs that were forfeited in connection with our 2015 performance determinations are not considered outstanding
for purposes of this table).

 

(3) As required by SEC and accounting rules, if a performance-based award has multiple performance periods, the portion (or “tranche”)
relating to each period is treated as a separate grant, which is not considered to be outstanding until its goals are established. As of
December 31, 2015, we had not established goals for the post-2015 tranches of our performance-based RSU awards and
performance-based stock options. Specifically, as of December 31, 2015, an additional 761,538 performance-based options (all with an
exercise price of $18.87 per share) and an additional maximum of 2,091,584 performance-based RSUs (including a target number of
1,045,792 RSUs), had been awarded but were not considered to be outstanding for accounting purposes (or for purposes of this table)
because the applicable performance goals had not yet been established; therefore the underlying shares are classified as available for
future issuance in the table above.

 (4) Calculated exclusive of outstanding restricted stock unit awards.

 

(5) Of these shares, 106,608,059 were available for award grant purposes under the Stock Plan, 4,544,576 were available for award grant
purposes under the Directors’ Plan, and 11,832,291 were available under the Company’s 1996 Employee Stock Purchase Plan (the
“ESPP”), in each case as of December 31, 2015. We are not currently offering the ESPP, but the Board retains authority to re-launch
the ESPP offering at any time until the end of the plan’s shareholder-approved term. Subject to certain express limits of the Stock Plan,
shares available under the Stock Plan generally may be used for any type of award authorized under that plan including options, stock
appreciation rights, restricted stock, and other forms of awards granted or denominated in shares of our common stock or units of our
common stock. Each share that is issued in respect of any full-value award under the Stock Plan (i.e., awards other than options and
stock appreciation rights with an exercise or base price that is no less than the fair market value of a share of common stock on the
date the award is granted) counts against the Stock Plan’s share limit as: 1.75 shares for awards granted on or after June 25, 2009 but
prior to June 26, 2014; and 2.5 shares for awards granted on or after June 26, 2014. Each share issued in respect of any full-value
award granted under the Directors’ Plan (i.e., awards other than options with an exercise price that is no less than the fair market value
of a share of common stock on the date the award is granted) counts as 1.75 shares for every one share actually issued in connection
with the award. The December 31, 2015 balance above reflects such deductions with respect to all outstanding full value awards.
Shares underlying full value awards that are cancelled or otherwise fail to vest after December 31, 2015, as well as vested shares
withheld for taxes after December 31, 2015 in connection with any full value award under the Stock Plan, will return to the available-for-
grant reserve at a ratio of 2.5 to 1 (under the Stock Plan) or 1.75 to 1 (under the Directors’ Plan).
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Our Executive Officers
Executive officers are elected by and serve at the discretion of the Board. The names of our current executive officers, their ages, and

their positions with the Company are set forth in the table below, followed by certain other information about them:
 
Name   Age    Position
Marissa A. Mayer   40     Chief Executive Officer, President and Director
Ronald S. Bell   50     General Counsel and Secretary
David Filo   50     Co-Founder, Chief Yahoo and Director
Ken Goldman   66     Chief Financial Officer
Lisa Utzschneider   47     Chief Revenue Officer

Please refer to “Proposal 1—Election of Directors—Nominees” for biographies of Ms. Mayer and Mr. Filo.
 

  

Ronald S. Bell became our General Counsel in August 2012 and our Secretary in July 2012 and has been a Vice
President of Yahoo since 2001. Mr. Bell served as our interim General Counsel in July 2012; our Deputy General
Counsel, Americas Region from March 2010 to July 2012; our Deputy General Counsel, North America Region from
January 2008 to March 2010; our Deputy General Counsel, Transactions and Business Counseling from June 2001
to January 2008; and in various other positions in the Yahoo legal department from July 1999 to June 2001. Prior to
joining Yahoo, Mr. Bell served as senior corporate counsel at Apple Computer, Inc. and as an associate at the law
firm of Sonnenschein Nath & Rosenthal. Mr. Bell serves on the board of directors of Yahoo Japan Corporation, a
Japanese Internet company.

  

Ken Goldman became our Chief Financial Officer in October 2012. Prior to joining the Company, Mr. Goldman
served as Chief Financial Officer of Fortinet Inc., a provider of unified threat management solutions, from
September 2007 to October 2012. From November 2006 to August 2007, Mr. Goldman served as Executive Vice
President and Chief Financial Officer of Dexterra, Inc., a provider of mobile enterprise software. From August 2000
until March 2006, Mr. Goldman served as Senior Vice President, Finance and Administration, and Chief Financial
Officer of Siebel Systems, Inc., a supplier of customer software solutions and services which was acquired by
Oracle Corporation in January 2006. Mr. Goldman serves on the boards of directors of GoPro, Inc., a producer of
mountable and wearable cameras and accessories, NXP Semiconductors N.V., a semiconductor company, TriNet
Group Inc., a provider of a comprehensive human resources solution for small to medium-sized businesses, and
Yahoo Japan Corporation. Mr. Goldman is also a member of the Standing Advisory Group of the Public Company
Accounting Oversight Board.

  

Lisa Utzschneider has served as our Chief Revenue Officer since July 2015. In this role, she leads Yahoo’s sales
organization globally to serve the needs of advertisers worldwide. Ms. Utzschneider also served as our Senior Vice
President, Sales, Americas from November 2014 to July 2015, and was responsible for Yahoo’s advertising
business across the Americas. Ms. Utzschneider served as Vice President of Global Advertising Sales at
Amazon.com, Inc. from September 2008 to October 2014, and was responsible for Amazon.com’s display
advertising efforts. Prior to Amazon.com, Ms. Utzschneider spent 10 years at Microsoft Corporation leading
strategic and organizational advertising initiatives in product development, sales, and online industry standards. Her
most recent position at Microsoft was General Manager of the national sales and service teams.
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Executive Compensation

COMPENSATION DISCUSSION AND ANALYSIS
  

This Compensation Discussion and Analysis (“CD&A”) describes our executive compensation program for 2015 and the goals that
drive the design of the program. Our Compensation Committee is responsible for reviewing our executive compensation program and
approving the compensation arrangements for our executive officers.

Highlights
  

2015 was a year of challenges and continuing transition for Yahoo. We continued our progress on our turnaround efforts to restore the
Company to sustainable growth focusing our resources on our growth oriented businesses, stabilizing declining revenues, and sunsetting
unprofitable products and services. We also maintained our base of over one billion monthly users. Our growth businesses—Mobile, Video,
Native, and Social (“Mavens”)—delivered more than $1.6 billion of GAAP revenue in 2015. We have built our Mavens businesses essentially
from scratch and their rapid growth can be attributed to decisive investments made under Ms. Mayer’s leadership since her arrival in mid-2012.
As shown below, our Mavens revenue has continued to grow year over year, growing 45 percent in 2015, even as we achieved significant
scale:

“Mavens” GAAP Revenue
($ in millions)

 

In January 2015, we announced a plan to pursue a tax-efficient spin-off of our remaining stake in Alibaba Group Holding Limited
(“Alibaba”) and completed substantial work to execute that plan. In December 2015, however, our Board, after careful consideration of how to
drive long-term value for shareholders, decided to suspend the planned spin-off due to potentially adverse developments after the plan was
originally announced and the market’s growing negative perception of the tax risk associated with the transaction. Subsequently, the Board
announced that it had formed a Strategic Review Committee of independent directors to consider strategic alternatives for the Company,
including a sale of our operating business or a reverse spin-off of the operating business.
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Despite the growth in our Mavens businesses, we are still in a transition phase as we work on our turnaround strategy. During 2015,

declines in our legacy businesses, as well as a 22 percent decline in the market value of our Alibaba stake, contributed to a total shareholder
return (“TSR”) for 2015 that was below our three- and five-year averages. Nevertheless, at the end of 2015 Yahoo remained at the 62nd and
60th percentiles of the S&P 500 for three- and five-year compound average annual TSR growth, respectively. In addition to the Board’s
exploration of a broad range of strategic alternatives, we announced a strategic plan for 2016 and beyond which doubles down on the strategy
we have been pursuing to narrow the Company’s focus on areas of strength to better fuel growth, drive revenue, and increase efficiency.

Significantly, in terms of Named Executive Officer compensation, as explained in greater detail throughout this CD&A:
 

 •  Named Executive Officers received no salary increases or annual bonuses for 2015.
 

 •  93.3 percent of our CEO’s total direct compensation in 2015 was considered at-risk (tied to performance goals and/or
dependent upon the value of our common stock).

 

 
•  Our executives’ long-term incentive equity awards tied to 2015 performance goals vested at significantly less than their target

levels—vesting results were 14 percent of target for the performance RSUs and 47 percent of target for the
performance options.

 

 

•  Note that the Summary Compensation Table does not clearly illustrate our strong link between pay and performance
because: (1) stock and option award values in the Summary Compensation Table reflect the target level of equity incentive
opportunities, not the actual portion vesting based on performance; and (2) applicable accounting and SEC rules require that
performance-based equity grants approved by the Compensation Committee in prior years that were eligible to vest based
on 2015 performance be disclosed as compensation for 2015: they appear in the 2015 row of the Summary Compensation
Table and their value is based on our stock price in effect on the date in early 2015 when we set the annual performance
goals.

 

 

•  It’s important to understand that Ms. Mayer’s performance-based equity award values in the Summary Compensation Table
reflect the significant appreciation in our stock price between when the awards were originally approved by the
Compensation Committee and when the applicable annual performance goals were subsequently set (the accounting
measurement date). For example, our stock price increased 178 percent between July 16, 2012 (the date on which
Ms. Mayer’s recruitment awards were originally approved) and March 6, 2015 (the date on which the recruitment option’s
2015 tranche was valued for reporting purposes). That option tranche had an original approval value of $3 million in 2012,
and a reported value of nearly $20 million in 2015, due to our intervening stock price appreciation (which benefits executives
and shareholders alike). For a list of the original approval values of Ms. Mayer’s equity awards compared to their reported
values, see the CEO Equity Award tables on page 68.

 

 

•  It is also important to understand there is a wide disparity between the values reported in the Summary Compensation Table
and the amounts actually received by Ms. Mayer because the Company’s 2015 performance fell short of the rigorous annual
financial goals we set. As estimated in the following table, our Chief Executive Officer’s actual earned compensation for
2015 was 39 percent of the total reported in the Summary Compensation Table:
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   REPORTED PAY   REALIZED PAY

CEO 2015 Compensation Element   

Summary 
Compensation Table (SCT)

(accounting grant date fair value
for stock and option awards)   

Actual Earned
Compensation

(vested May 2, 2016 value
for stock and option awards)

Salary    $ 1,000,000    $ 1,000,000 
Bonus(1)     1,125     1,125 
Annual Cash Subtotal     1,001,125     1,001,125 
Performance Option(2)(3)     19,935,777     6,320,903 
Performance RSUs(2)(3)     8,495,518     1,000,118 
RSUs(2)(3)     5,999,976     5,045,560 
Equity Award Subtotal     34,431,271     12,366,581 
All Other Compensation     548,711     548,711 
Total 2015 Compensation    $35,981,107    $13,916,417*
 

 * Actual Earned Compensation for 2015 (as a percent of reported SCT total compensation): 39%

 
 

•  The following chart illustrates the disparity between our CEO’s total compensation reported in the Summary Compensation
Table and her realized pay for 2014 and 2015 (with realized pay calculated as in the table above, based on our May 2, 2016
stock price):

CEO Compensation — Reported vs. Realized Pay
 
 

 
 
 (1) Ms. Mayer earned a small cash bonus under Yahoo’s Invention Recognition Award program, open to all full-time employees, for being

among the inventors named in a patent application filed by the Company.

 (2) The Summary Compensation Table presents the grant date fair values of stock and option awards determined as described in
footnotes (2), (4), and (8) to the Summary Compensation Table on page 77.

 

(3) For purposes of determining Actual Earned Compensation in the chart above, the 2015 equity awards that actually vested (or remain
eligible to vest) are valued using our May 2, 2016 stock price and forfeited awards are disregarded, as described in footnote (3) to the
CEO Equity Awards tables on page 68. For an award-by-award breakdown, see column [C] of the CEO Equity Awards (2015) table on
that same page.
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•  Long-Term Incentive Equity Program: Consistent with prior years, our long-term incentive equity award program for 2015 was
designed to promote the Company’s overall financial performance, as measured by revenue and earnings (specifically for
2015, the equity performance metrics were revenue, revenue ex-TAC, and adjusted EBITDA). Since Ms. Mayer’s arrival in
2012, our long-term incentive equity awards have always included both a revenue metric (revenue and/or revenue ex-TAC)
and an earnings metric (adjusted EBITDA or operating income). The three 2015 metrics have been retained in this program
for 2016 to measure our overall financial performance.

 

 

•  Short-Term Cash-Incentive Program: Our short-term cash-incentive program is designed to promote a key financial
performance goal each year that the Compensation Committee judges to be particularly important (in addition to overall
financial performance). For 2014, that key goal was mobile revenue, and for 2015 our key goal was Mavens revenue. In
order to ensure a balanced incentive, our overall financial performance also enters into the short-term payout formula.

 

 

•  Such program design resulted in a partial overlap between the metrics used in our long-term equity incentive program and
our short-term cash-incentive program with the three overall financial metrics (revenue, revenue ex-TAC, and adjusted
EBITDA) being used in both programs. This overlap reflects the Compensation Committee’s view that it is critical for Yahoo
at this stage of our transition to focus on revenue growth while managing costs to increase profitability.

 

 

•  85 percent of votes cast in the “say-on-pay” vote at our annual meeting in June 2015 were in favor of our executive
compensation program. The Compensation Committee believes these results indicate support for the current program
structure, which is designed to focus management on the Company’s business strategy and financial imperatives, retain top
performers, align executives’ interests with those of shareholders, maintain best-in-class pay governance standards, and
reflect peer group practices to compete in a tight market for talent.

 

 

•  Examples of our pay governance best practices include: no tax “gross-up” payments other than for a business-related
relocation; policies on clawbacks and executive stock ownership and holding requirements; hedging/pledging prohibitions;
and “double trigger” change-in-control severance where the occurrence of a change in control, in and of itself, will not trigger
benefits or accelerated vesting of equity awards.
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Company Overview
  

Yahoo is a guide to digital information discovery focused on informing, connecting, and entertaining over one billion monthly users
worldwide through our Search, Communications, and Digital Content products.
 
 •  Search continues to be an integral part of our business, helping our users find the information they’re looking for;
 

 •  Our Communications products—like Mail and Messenger—drive user frequency and retention, and help attract traffic to other
areas of Yahoo’s network; and

 

 •  Digital Content is our differentiator as people come to Yahoo for our distinct original content, aggregation, and
personalization.

 

 •  Together, these products form a true digital network that makes Yahoo, Yahoo.

In addition, Yahoo has built significant value for its shareholders through strategic equity investments including (with values as of
May 2, 2016 based on public market share prices):
 
 •  Alibaba (15% stake, $29.4 billion)—investment in one of the largest mobile and online commerce companies in the world,

with over 400 million annual active buyers according to its published reports; and
 

 •  Yahoo Japan (35.5% stake, $8.7 billion)—joint venture equity investment in one of the largest portal sites in Japan, serving
more than 80 million daily unique browsers according to its published reports.

In July 2012, Marissa A. Mayer joined the Company as Chief Executive Officer, and under her leadership we have focused on
returning Yahoo to its iconic position in the technology industry. Ms. Mayer’s multi-year transformation of our business began with decisive
investments to focus on becoming mobile first and shifting away from a declining desktop web-based strategy. By year-end 2014, we had
established a solid mobile presence, becoming one of the top three players in terms of U.S. mobile audience reach, according to comScore.

Throughout 2014 and 2015, we continued to invest in mobile products, and also in our other “Mavens” businesses, which represent the
fastest growing areas of digital advertising. In 2015, our Mavens delivered over $1.6 billion in GAAP revenue—growing 45 percent year-over-
year.
 

 
•  Mobile—Of our over $1.6 billion in Mavens revenue, mobile contributed $1 billion, representing a 36 percent increase in

mobile GAAP revenue year-over-year. We continued to see solid user engagement, with over 600 million monthly users on
mobile in 2015.

 

 
•  Video—On video, we delivered $375 million of GAAP revenue in 2015, up 64 percent year-over-year. As digital content

continues to be a key differentiator for Yahoo, we are focused on delivering strong video content offerings across our core
verticals (News, Sports, Finance, and Lifestyle).

 

 •  Native—Our Yahoo Gemini native ad platform, which was built from scratch two years ago, continued to show strong growth.
In 2015, Gemini native display ads generated over half a billion dollars in GAAP revenue.

 

 •  Social—On social, we continued to see strong engagement growth on Tumblr, with its number of mobile daily active users in
the fourth quarter increasing 34 percent year-over-year.

We are pleased with the success of these growth businesses as we begin to recover from years of legacy decline, and we are taking
decisive action to continue our transformation of our business and to drive performance as described below.
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2016 Strategic Plan
  

On February 2, 2016, we announced our strategic plan for 2016 and beyond which doubles down on the strategy we have been
pursuing to narrow our focus on areas of strength to better fuel growth, drive revenue, and increase efficiency. We are further simplifying our
product portfolio to emphasize the products that distinguish us competitively and drive the most substantial portion of users, revenue, and
market opportunity. For users, we will focus on three global platforms (Search, Mail, and Tumblr) and four verticals (News, Sports, Finance, and
Lifestyle). For advertisers, we will focus on two core offerings: Gemini and BrightRoll. Gemini combines our search and native ad offerings,
while BrightRoll offers programmatic buying and selling tools for video, display, and native advertising.

Our strategic plan consists of four key objectives:
 

 

1. Play to Our Strengths to Grow User Engagement. Yahoo is the guide to digital information discovery for more than one
billion monthly users. In 2016, we intend to prioritize growing engagement with our enormous user base. We believe the focus
brought by our simplified product portfolio outlined above will enable us to increase the pace of innovation and product
improvement, deliver a more deeply integrated Yahoo experience, and more quickly grow key metrics such as page views,
logged in users, and daily active users.

 

 

2. Drive Mavens Revenue Growth. We intend to continue to invest in our Mavens strategy—with an emphasis on mobile—to
counterbalance legacy business declines. By focusing on engagement growth and improved monetization of our consumer
products, and by syndicating mobile tools through the Yahoo Mobile Developer Suite, we expect Mavens revenue to increase
in 2016 and seek to drive continued revenue growth.

 

 

3. Simplify the Business to Improve Execution. Since 2012, Yahoo has invested across different product areas and markets
to drive innovation and fuel growth, and now the Company will align its resources toward proven growth areas. We believe
that a simpler product portfolio more focused on Yahoo’s strengths will allow us to more quickly improve offerings to increase
profitability.

 

 

4. Efficiently Align Resources. Yahoo’s strategic plan reflects our goal to continue to spend thoughtfully, operate effectively,
and drive profitability. As part of this plan, we are executing on a number of additional cost-savings efforts. Since 2012, Yahoo
has already made significant strides to manage headcount and achieve stability with fewer employees. We have reduced our
headcount from 14,200 employees and 2,800 contractors in 2012 to 10,400 employees and 860 contractors at the end of
2015. We plan to further reduce our workforce by approximately 15 percent by the end of 2016 and exit six offices, subject to
local laws and consultation processes.

We believe that our strategic plan will create the best version of Yahoo for our users, advertisers, employees, and shareholders. As we
implement these changes, 2016 will be a transition year with revenues and earnings expected to decline, returning to modest growth in 2017
and 2018. In sum, we expect our 2016 strategic plan to deliver the following value:
 
 •  Improve user and advertiser product quality and grow daily active users;
 

 •  Drive continued growth in revenue realized through Mavens (mobile, video, native, and social);
 

 •  Improve profitability;
 

 •  Reduce operating expenses;
 

 •  Limit revenue impact of product and regional exits;
 

 •  Explore non-strategic asset divestitures and free up cash flow; and
 

 •  Deliver increased value to shareholders, advertisers, and the more than one billion people who use Yahoo’s products and
services.
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Strategic Alternatives Process
  

Given the significant value of our equity investment in Alibaba, our management and Board have invested significant time and effort
evaluating strategic alternatives to maximize the value of our Alibaba stake. In January of 2015, we announced plans for a tax-efficient spin-off
our Alibaba stake into a separate publicly-traded independent registered investment company. In December 2015, however, we suspended the
spin-off transaction due to subsequent potentially adverse developments and the market’s growing negative perception of the tax risk
associated with the transaction. Subsequently, the Board announced that it had formed a Strategic Review Committee of independent directors
to consider strategic alternatives for the Company, including a sale of our operating business or a reverse spin-off of the operating business.

We believe that the initiatives included in our 2016 strategic plan are complementary with the strategic alternatives currently being
explored, and the combined efforts provide the most likely path to shareholder value creation.

Named Executive Officers
  

Our Named Executive Officers are the executive officers listed in the Summary Compensation Table on page 77. They include:
 
 •  Marissa A. Mayer, Chief Executive Officer and President;
 

 •  Ken Goldman, Chief Financial Officer;
 

 •  David Filo, Co-Founder and Chief Yahoo;
 

 •  Lisa Utzschneider, Chief Revenue Officer; and
 

 •  Ronald S. Bell, General Counsel and Secretary.

As a founder, Mr. Filo has a significant ownership interest in Yahoo (he owns 7.5 percent of our outstanding common stock as of
May 2, 2016); he receives an annual base salary of $1 and did not receive a cash incentive or equity award during 2015. Except where
expressly noted, references to “Named Executive Officers” in this CD&A generally do not include Mr. Filo.

Ms. Utzschneider was hired as our SVP of Sales in the Americas in October 2014 (with a November 2014 start date) and was
promoted to Chief Revenue Officer in July 2015.

2015 Shareholder Say-On-Pay Vote
  

Yahoo annually offers shareholders the opportunity to cast an advisory vote on our executive compensation program. This annual vote
is known as the “say-on-pay” vote. At our annual meeting in June 2015, 85 percent of votes cast were in favor of our executive compensation
program for 2014. The Compensation Committee believes these results reflect shareholders support for the performance-based compensation
programs that we began implementing in late 2012. We have maintained these performance-based executive compensation programs setting
rigorous performance targets aligned with the Company’s strategy each year. When making future compensation decisions for Named
Executive Officers, the Compensation Committee will continue to consider the opinions that shareholders express through say-on-pay votes.
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Shareholder Engagement

We value and regularly seek shareholder input in order to ensure that shareholder views are considered in the design of our
compensation program. Over the past year we reached out to our top shareholders to explain the Company’s strategic plans and how they
inform our executive compensation and governance decisions, and to solicit their views. Since last year’s annual meeting, we engaged with
and received input from investors who together own 51 percent of our common stock, including 26 of our top 30 voting investors (i.e., excluding
brokers), as of May 2, 2016. These meetings often included Mr. Webb (Chairman of the Board) and Dr. Shaw (Chair of the Compensation
Committee), as well as Ms. Mayer and Mr. Goldman who addressed the Company’s strategic plans, and company executives from legal,
human resources, and investor relations. We considered all feedback received on our executive compensation programs, including feedback
on our performance metrics for our short- and long-term incentive programs.

Compensation Goals and Practices
  

Our core executive compensation philosophy is to:
 
 •  Attract and retain the most talented people in an extremely competitive marketplace.
 

 •  Compensate key executives at competitive but responsible levels.
 

 •  Provide equity-based compensation to align executives’ interests with those of our shareholders.
 

 •  Provide performance-based compensation to enhance the focus on particular goals and to reward those who make the
greatest contributions to our performance when the goals are achieved.

We also believe shareholder interests are further served by other executive compensation-related practices that we follow. These
practices include:
 

 
ü We tie pay to performance: our annual cash incentive bonuses and long-term incentive equity awards are tied to the

achievement of performance goals and the ultimate value of the long-term incentive equity awards is tied to our stock price,
aligning with shareholder interests.

 

 ü Our equity awards in 2015 reflect a balance between multiple short- and long-term incentives.
 

 ü We do not have minimum payment levels for our cash-incentive bonus plan or for our performance-based equity awards.
 

 ü We provide certain personal security arrangements for Ms. Mayer and her immediate family (which we consider necessary
and for the Company’s benefit) but we do not provide other material perquisites.

 

 ü We do not pay taxes on our executives’ behalf through “gross-up” payments (other than for a business-related relocation).
 

 
ü Our change-in-control policy has a double-trigger provision (benefits require both a change in control and termination of

employment) rather than a single-trigger provision (under which benefits are triggered automatically by any change in
control).

 

 ü We do not reprice “underwater” stock options (stock options where the exercise price is below the then-current market price
of our stock) without shareholder approval.

 

 ü Our executive officers are subject to a stock ownership policy, which requires them to retain a portion of newly vested equity
awards until they have satisfied the policy.

 

 
ü We have a recoupment (or “clawback”) policy that allows the Board to recover cash- and equity-based incentive awards from

executives (including all of the Named Executive Officers) in certain circumstances if Yahoo has to restate its financial
results.

 

 ü We prohibit pledging of, and hedging against losses in, Yahoo securities in our insider trading policy, which is applicable to all
employees, including our executive officers.

 

 ü Our Compensation Committee retains an independent compensation consultant for independent advice and market data.
 

 ü We seek annual shareholder feedback on our executive compensation program.
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 ü We carefully monitor and take into account the dilutive impact of our equity awards.

To determine compensation for our Chief Executive Officer, the Compensation Committee confers with the Board. To determine the
compensation for the other Named Executive Officers, the Compensation Committee considers, among other factors, the Chief Executive
Officer’s recommendations (for officers other than herself). In the end, though, the Compensation Committee alone decides the appropriate
compensation for the Chief Executive Officer and our other Named Executive Officers.

Pay for Performance

The Compensation Committee, based on shareholder input and our commitment to a disciplined pay-for-performance approach to
executive compensation, established rigorous, performance-oriented compensation programs for 2015. The three key pillars of this approach
are:
 
 •  recruit great talent to build the next generation of products that will grow revenue, and build shareholder value over the long-

term;
 

 •  motivate and retain that talent by developing compensation packages that reward performance in a manner the
Compensation Committee believes is responsible and in line with market norms; and

 

 •  deliver the majority of executive compensation in stock to align the long-term interests of management with our shareholders.

In addition, the Compensation Committee seeks to align the Company’s short-term performance compensation metrics with the
Company’s strategy. For example, in 2014 mobile revenue was a key financial performance metric and in 2015 the Compensation Committee
made increasing overall Mavens revenue a key financial performance metric in our short-term cash-incentive bonus plan for executives.

Executive Compensation Program Elements
  

To attract key people and keep them invested in Yahoo’s future, we strive to offer them market-competitive “total direct compensation,”
which refers to the combination of the executive’s base salary, annual cash bonus opportunity, and annualized long-term incentive equity award
value based on customary grant-date valuation principles.

Mix of Compensation to Emphasize Performance

We provide base salaries that the Compensation Committee believes are competitive. The Compensation Committee believes,
however, that our executives will be encouraged to make their greatest contribution to Yahoo if a substantial portion of their compensation is
tied to Yahoo’s stock price or other performance goals. To that end, we design annual cash bonuses and long-term equity incentives that
reward executives for attaining performance goals and creating shareholder value. These incentives make up the majority of each executive’s
total direct compensation opportunity. Because these incentives depend on Yahoo’s performance, our executives’ actual compensation could
be significantly less—or more—than the targeted levels.
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Our emphasis on equity- and performance-based compensation is reflected in the following chart which shows that 93.3 percent of the

intended mix of Ms. Mayer’s target annual total direct compensation for 2015 is performance-based and/or dependent upon the value of our
common stock.

 

Ms. Mayer’s intended mix of annual compensation includes:
 
 •  base salary (6.7 percent of target annual total direct compensation);
 

 •  target cash incentive bonus (13.3 percent of target annual total direct compensation); and
 

 •  grant date value of annual equity awards (80 percent of target annual total direct compensation) of which 50 percent have
time-based vesting and 50 percent have both time-based and performance-based vesting.

The above chart includes the annual equity awards that the Compensation Committee approved for Ms. Mayer in 2015. The chart
does not include awards made to Ms. Mayer in prior years that have tranches vesting based on 2015 performance (listed under “CEO Equity
Awards” on page 67). For purposes of the above chart, the grant date value of annual equity awards is presented by multiplying the total
number of shares subject to the awards approved by the Compensation Committee in 2015 by the fair market value of a share of our common
stock on the date of the award, with the performance-based portion of the award presented at the target level. Equity awards granted to
Ms. Mayer in prior years that have tranches vesting based on 2015 performance appear as 2015 compensation for Ms. Mayer in the Summary
Compensation Table. Due to the significant appreciation in our stock price between when the awards were originally approved by the
Compensation Committee and the date on which the Compensation Committee approved the applicable performance goals, the accounting
value of these awards reflected in the Summary Compensation Table is significantly higher than the value of such equity awards when they
were originally approved by the Compensation Committee. The accounting value of the awards reflected in the Summary Compensation Table
also does not reflect the below-target payout for awards with tranches vesting based on 2014 and 2015 performance. See the discussion under
“CEO Equity Awards” on pages 67-69 for more detail.

Determining Compensation Levels

In setting specific salary, target annual cash bonus, and equity award levels for each Named Executive Officer and our other senior
officers, the Compensation Committee considers and assesses, among other factors it may consider relevant:
 
 •  The compensation levels at our peer companies for comparable positions.
 

 •  Various subjective factors relating to the individual recipient—the executive’s scope of responsibility, prior experience, past
performance, advancement potential, impact on results, and compensation level relative to other Yahoo executives.

 

 •  As to equity awards, the executive’s historical total compensation, including prior equity grants, the number and value of
unvested shares, and the timing of vesting of those awards.
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The Compensation Committee gives no single factor any specific weight. Each executive’s compensation level, as well as the

appropriate mix of equity award types and other compensation elements, ultimately reflects the Compensation Committee’s business judgment
in consideration of these factors and shareholder interests. Executive compensation levels and elements of our executive compensation
program are not targeted to specific market or peer group levels.

Elements of Compensation

The current elements of our executive compensation program are described below.
 
  Element     Rationale

      
  Base Salary     Ensure a fixed level of annual cash compensation for our executives.

      
  Annual Cash Bonus

    
Focus executives’ efforts on—and reward them for achieving—short-term goals that we believe are
important to long-term success.

      
  Long-Term Incentive Equity    
  Awards

    

• Typically make up the greatest portion of an executive’s total direct compensation opportunity to
help ensure alignment between our executives’ interests and shareholders’ interests, and to
enhance long-term executive retention.

 

• May be in the form of RSUs or stock options, and may have time-based or performance-based
vesting.

 

• All equity grants are made under our Stock Plan, which has been approved by our shareholders.

      

 
è

 
 
 
 
 
 
 

è

  

 
RSUs With
Performance-Based
Vesting
Requirements
 
RSUs With Time-
Based Vesting
Requirements

    

• Vested RSUs are payable in shares of our common stock and further link recipients’ interests with
those of our shareholders.

 

• Under customary grant-date valuation principles, the grant-date value of a stock option is less than
the grant-date value of an RSU award covering an equal number of shares. Thus, fewer RSUs are
awarded (when compared with stock options) to convey the same grant-date value. The
Compensation Committee makes these distinctions, in its judgment, to help minimize the dilutive
effect of the awards on our shareholders.

 

• RSUs with performance-based vesting (“performance” awards) vest only to the extent that certain
performance goals established by the Compensation Committee are met, encouraging executives
to focus on specific goals for a particular period (and performance awards include a time-based
element too, in that executives generally must remain employed through the performance-
determination date in order to vest).

 

• RSUs with time-based vesting offer more predictable value than options and are particularly
attractive as a retention incentive.
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  Element     Rationale

      

 
è

  

Stock Options With
Performance-
Based Vesting
Requirements

    

•  No new stock options were granted to our Named Executive Officers in 2015, though certain
options previously granted to Ms. Mayer and Mr. Goldman (as part of their 2012 recruitment
packages) remained outstanding.

 

•  Exercise price cannot be less than the closing price of our common stock on the grant date.
 

•  We believe that all options have a performance-based element because the option holder realizes
value only if our shareholders also realize value.

 

•  Options that vest based on performance vest only if certain performance goals established by the
Compensation Committee are met (and only if the executive remains employed through the vesting
date), encouraging executives to focus on specific goals for a particular period. Maximum vesting is
100 percent of the shares subject to the award.

      
  Other Compensation
  Arrangements

    

•  401(k) plan available to U.S. employees generally, with Company matching contributions of up to
$4,500 in 2015, but we do not provide pensions or other retirement benefits for our executive
officers.

 

•  No material perks for any executives, except for certain personal security arrangements for Ms.
Mayer and her immediate family.

 

•  Certain severance benefits, described below under “Severance and Change-in-Control Severance
Benefits” and “Potential Payments Upon Termination or Change in Control,” are provided to
compete for key executives and preserve the stability of the executive team.

         

2015 Executive Compensation Program
  

2015 Base Salaries

In March 2015, the Compensation Committee reviewed the base salaries of our Named Executive Officers who were then serving as
executive officers and kept them at their 2014 levels: $1.0 million for Ms. Mayer, and $600,000 for each of Mr. Goldman and Mr. Bell. The base
salaries of Ms. Mayer and Mr. Goldman were negotiated in their offer letters in 2012 and have not been increased since then.
Ms. Utzschneider’s base salary of $600,000 was negotiated in her offer letter in 2014 and was not changed when she was promoted to Chief
Revenue Officer in July 2015. The Compensation Committee determined in its judgment that these salary levels continued to be appropriate
based on its assessment of the factors identified under “Determining Compensation Levels,” above.
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2015 Annual Cash Bonuses under the Executive Incentive Plan

In keeping with Yahoo’s performance-based compensation philosophy, the Compensation Committee approved the 2015 short-term
cash-incentive bonus plan for the Named Executive Officers, which we call our “Executive Incentive Plan,” in March 2015. Bonuses under the
Executive Incentive Plan are determined by multiplying an executive’s target bonus opportunity by a Company Performance Factor, and by an
Individual Performance Factor, within an overall limit, as shown by this diagram:
 

There is no minimum bonus payment guaranteed under the plan, and the Compensation Committee has discretion under the plan to
reduce (including to $0) the amount of any bonus otherwise payable to a participant based on performance. We believe that Compensation
Committee discretion to reduce the amount of any bonus is appropriate to help mitigate the risks associated with the short-term nature of
annual bonus plans. Each executive’s maximum bonus under the Executive Incentive Plan was capped at 200 percent of the executive’s target
bonus amount (or, if less, a percentage of our adjusted EBITDA for the year as described below).

As noted above, Ms. Utzschneider was promoted to an executive position in July 2015. Prior to her promotion, she had been
designated to participate in our annual bonus plan for non-executive employees (which is broadly similar to the executive plan, including the
same performance targets, but is administered by the CEO rather than the Committee), with her target bonus being 90 percent of her base
salary as provided in her offer letter. In connection with her promotion, the Compensation Committee designated Ms. Utzschneider as a
participant in the 2015 Executive Incentive Plan and determined that her bonus under the executive plan would be determined under the
structure below as though she had participated in the plan from the beginning of the year (with a bonus cap of 200 percent of her target level).
No changes were made to her base salary or target bonus levels in connection with her promotion.

Target Bonus. The Compensation Committee assigned each Named Executive Officer a target bonus expressed as a percentage of
annual base salary. In March 2015, the Compensation Committee reviewed the target bonus levels of Ms. Mayer, Mr. Goldman and Mr. Bell
and kept them at their 2014 levels: 200 percent of base salary for Ms. Mayer, and 90 percent of base salary for each of Mr. Goldman and
Mr. Bell. Mr. Filo was also eligible to participate in the Executive Incentive Plan; however, he was not assigned a target bonus by the
Compensation Committee. Ms. Utzschneider’s target bonus of 90 percent of base salary was negotiated in her offer letter in 2014 and was not
changed when she was promoted to Chief Revenue Officer in July 2015. The Compensation Committee determined in its judgment that these
target bonus levels were appropriate based on its assessment of the factors identified under “Determining Compensation Levels,” above.

Company Performance Factor. The Compensation Committee decided that the Company Performance Factor under the plan would
be determined based on the Company’s attainment of financial goals as well as the Committee’s assessment of the Company’s operational
performance.

The financial performance measures selected by the Compensation Committee for 2015 were as follows:
 
 •  revenue as determined under GAAP (or “revenue”);
 

 •  GAAP revenue less traffic acquisition costs (or “revenue ex-TAC”);
 

 •  income from operations before depreciation, amortization, restructuring charges, goodwill and intangible impairments, and
stock-based compensation expense (or “adjusted EBITDA”); and

 

 •  GAAP revenue that arises (without duplication) from our four key Mavens offerings (user activity on mobile devices, products
that take the form of video, native advertising products, and revenue from Tumblr) (or “Mavens revenue”).
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The Compensation Committee chose revenue and revenue ex-TAC as financial metrics for the 2015 Executive Incentive Plan because

growing revenue (both through our owned and operated sites and through our distribution network) was considered the most critical strategic
imperative for the Company. The Company uses both these measures in evaluating the business and gives quarterly guidance on both to
investors. Revenue ex-TAC is the revenue we retain after paying traffic acquisition costs (or “TAC”) to our distribution network. The
Compensation Committee also chose to use adjusted EBITDA as a financial metric to promote profitable growth and help ensure that revenue
growth is not pursued to the detriment of earnings.

The Compensation Committee further provided that, for purposes of calculating the overall financial performance payout factor, a
payout percentage would be determined by averaging the payout percentages for revenue, revenue ex-TAC, and adjusted EBITDA (with each
metric given equal weight). The average payout percentage for these three metrics would then be multiplied by the Mavens revenue payout
percentage, thereby increasing the potential rewards for performance above 100 percent of target, while reducing rewards for below-target
results. Mavens revenue was chosen as the multiplier because the Compensation Committee believed it was critically important to increase
revenue from our strategic growth investment areas, our four key Mavens offerings, during 2015.

The Executive Incentive Plan provided for revenue, revenue ex-TAC, adjusted EBITDA and Mavens revenue to be determined on an
adjusted basis to mitigate the financial statement impact of certain types of events not contemplated by our 2015 financial plan. Specifically, the
Executive Incentive Plan provided for adjustments to eliminate the financial statement impact of certain acquisitions and divestitures, changes
in accounting standards, legal settlements, changes in how we report any portion of revenue (i.e., whether on a gross or net (after TAC) basis)
and the proposed spin-off of our remaining holdings in Alibaba and Yahoo Small Business (and any related costs). The purpose of these
adjustment provisions was to mitigate extraordinary events that may occur during the year and align bonus payouts with measures that reflect
management’s actual performance during the year.

The Committee set goals for revenue and revenue ex-TAC in 2015 that were five percent above actual 2014 levels. The Committee
intended these revenue goals to be challenging, as although the revenue contribution from Mavens continues to grow, it is offset by continuing
declines in the revenue from our legacy businesses. The Committee chose to keep the adjusted EBITDA goal roughly flat compared to prior
year as the Committee knew the Company would need to invest to grow top-line revenue, impacting earnings. Specifically, the performance
goals were $4.85 billion for revenue, $4.6 billion for revenue ex-TAC, and $1.35 billion for adjusted EBITDA. The Compensation Committee
also set a performance goal that Mavens revenue would constitute 36 percent of the Company’s total revenue. As with the decision to use
Mavens revenue as the multiplier for the financial performance factor as described above, the Compensation Committee determined to express
the performance goal for Mavens revenue as a percentage of our total revenue (as opposed to a specific dollar amount) to emphasize the
importance of shifting away from reliance on revenue streams from our declining legacy businesses and toward our future-oriented growth
areas for the Company.
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Concurrently with its adoption of the Executive Incentive Plan in March 2015, the Compensation Committee established the following

payout scales for the financial performance component of the plan:
 

Performance Metric
(and weighting)     

Target
Performance Goal     Payout Schedule*

Overall Financial Performance:   

Revenue (1/3)

    

$4.85 billion

  

•    achievement ³ 110% of goal: 200% payout
 

•    achievement = 100% of goal: 100% payout
 

•    achievement £ 90% of goal: 0% payout
 

Revenue ex-TAC (1/3)

    

$4.60 billion

  

•    achievement ³ 110% of goal: 200% payout
 

•    achievement = 100% of goal: 100% payout
 

•    achievement £ 90% of goal: 0% payout
 

Adjusted EBITDA (1/3)

    

$1.35 billion

  

•    achievement ³ 120% of goal: 200% payout
 

•    achievement = 100% of goal: 100% payout
 

•    achievement £ 80% of goal: 0% payout
 

Mavens Multiplier:       

Mavens Revenue

    

36% of total revenue

 

 

 

•    achievement ³ 111.1% of goal: 2x multiplier
 

•    achievement = 100% of goal: 1x multiplier
 

•    achievement £ 88.9% of goal: 0x multiplier
 

 

* For achievement between the stated percentages, payout is determined by linear interpolation. Actual performance levels for revenue,
revenue ex-TAC, and adjusted EBITDA are discussed later in this CD&A. Our actual 2015 Mavens revenue as a percentage of
revenue was 33.40 percent, which was adjusted to 36.09 percent in accordance with the plan to eliminate the revenue reporting impact
of changes in how we account for certain costs, affecting the numerator (Mavens revenue) and the denominator (total revenue).

The Compensation Committee also retained discretion to assess our operational performance at the end of the year. No specific
operational goals were adopted by the Compensation Committee for 2015.

Bonus Limit. As noted above, bonuses under the 2015 Executive Incentive Plan were capped at 200 percent of the executive’s target
bonus. In addition to this cap, aggregate bonuses payable to the Named Executive Officers (other than Ms. Utzschneider who was not in an
executive position at the time the Executive Incentive Plan was adopted for 2015) were subject to a maximum of three percent of our adjusted
EBITDA for 2015. This additional performance-based limit on bonuses was intended to help preserve Yahoo’s tax deduction for bonuses paid
under the plan, and was allocated among these Named Executive Officers. Under this framework, Ms. Mayer’s maximum bonus was capped at
1.5 percent of our 2015 adjusted EBITDA, and the maximum bonus for each of Messrs. Goldman, Bell and Filo was 0.5 percent of our 2015
adjusted EBITDA. In setting each executive’s final bonus, the Compensation Committee could exercise only downward discretion from these
limits. Our 2015 adjusted EBITDA (adjusted in accordance with the Executive Incentive Plan as described above) was approximately $959
million. This framework resulted in a maximum bonus for each of these Named Executive Officers that was greater than 200 percent of the
executive’s target bonus. Accordingly, each executive’s potential bonus was capped at 200 percent of the executive’s target bonus amount.

No 2015 Executive Incentive Plan Payout. Prior to the Compensation Committee’s determination of the amount of any bonuses
payable under the plan, each of the Named Executive Officers requested that they not be considered for a bonus under the 2015 Executive
Incentive Plan, and the Committee reviewed and approved their requests. Such requests were made in light of our pay-for-performance culture
and because the Company’s overall 2015 growth did not meet internal expectations. Accordingly, the Compensation Committee honored their
request and determined that no incentive bonuses would be paid for 2015 to the Named Executive Officers.
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Long-Term Incentive Equity Awards

2015 Annual Grants. In March 2015, the Compensation Committee approved regular annual equity awards for the Named Executive
Officers (other than Ms. Utzschneider, who was not in an executive position in March 2015 and whose equity awards are discussed below). As
with our annual grants for 2014, these award values were approximately 50 percent in the form of RSUs with time-based vesting requirements,
and 50 percent in the form of RSUs with time- and performance-based vesting requirements (specific performance goals need to be achieved
and the executive must satisfy continued employment requirements in order for vesting to occur). The Compensation Committee believes that
this combination strikes an appropriate balance between creating a long-term retention incentive for our executives and establishing
performance goals that further align the executives’ interests with Yahoo’s business objectives for that year and with increasing shareholder
value.

In determining the levels for these grants, the Compensation Committee considered the factors identified above under “Determining
Compensation Levels.” Ms. Mayer’s offer letter with Yahoo also contemplates that the target value of her annual awards will not be less than
$12 million, which is the value of the annual equity award she was granted. The Compensation Committee determined that the appropriate
target level of 2015 annual equity awards for each of Mr. Goldman and Mr. Bell was $3 million (the same value as their 2014 annual grants).

Each of these 2015 awards (other than those to Ms. Mayer) is subject to a four-year vesting schedule in order to help promote
retention of the executive team. Ms. Mayer’s awards are subject to a three-year vesting schedule, which is consistent with the Compensation
Committee’s intent when it negotiated Ms. Mayer’s offer letter in 2012. All of the 2015 awards that are subject only to time-based vesting
requirements vest on a monthly basis to enhance the perceived value of the awards for recruitment and retention purposes.

Utzschneider Recruitment and Promotion Grants. Ms. Utzschneider’s offer letter, which was negotiated with her when she was
being recruited to join the Company, provided that she would receive initial RSU awards in connection with joining the Company, 50 percent in
the form of time-based RSUs and 50 percent in the form of performance-based RSUs. Such awards were granted in December 2014, with the
time-based award vesting monthly over four years after a one-year cliff, and with the performance-based RSUs covering four separate annual
performance periods, 2015-2018. The goals for the 2015 performance tranche were established in March 2015 in connection with the
Company’s regular annual equity award grant process (as described below). In August 2015, in connection with her promotion to Chief
Revenue Officer, Ms. Utzschneider was granted additional awards with a total target value of $10 million, 50 percent in the form of time-based
RSUs (vesting monthly over four-years) and 50 percent in the form of performance-based RSUs (covering four separate annual performance
periods, 2015-2018). The 2015 performance tranche of the August 2015 award was made subject to the goals that were set in March 2015 to
align her 2015 incentive opportunities with the terms of the 2015 incentives granted to the other Named Executive Officers. In determining the
levels for this grant, the Compensation Committee considered the factors identified above under “Determining Compensation Levels,” as well
as Ms. Utzschneider’s success in reorganizing the Company’s sales force and sales strategy and the substantial additional responsibilities of
her new position.

2015 Performance Goals. The Company operates in a highly competitive, rapidly changing industry and is in transition as the
management team executes its strategic plan to narrow our focus, fuel growth, drive revenue, and increase efficiency in 2016 and beyond. It
would be difficult during this period of transition to set multi-year performance targets, and the Compensation Committee continues to believe
that for 2016, our long-term success is best promoted by our annual revenue and EBITDA goals. Selecting metrics and setting goals on an
annual basis at this time allows the Compensation Committee to assess progress and developments in our business and changes in our
industry to ensure that the metrics and goals selected are rigorous and align with the Company’s progress and strategic priorities and what the
Compensation Committee believes are in the Company’s long-term best interests.

Accordingly, all of the performance RSUs approved for 2015 are structured so that a portion of each award (a “tranche”) is allocated to
each year covered by the award and will vest only to the extent the performance goals established by the Compensation Committee for that
year are met. This structure is similar to the structure for the performance RSUs we granted in February 2013 and February 2014 to Ms. Mayer,
Mr. Goldman, and Mr. Bell, as described in detail in our proxy statements filed in 2014 and 2015, respectively. Under the terms of these
awards,
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the performance metrics and goals for each annual tranche are set near the beginning of each year covered by the award. In March 2015, the
Compensation Committee set performance goals for the tranches of these awards that were eligible to vest based on 2015 performance.
These same performance goals applied to the 2015 tranche of the recruitment and promotion RSUs granted to Ms. Utzschneider in 2015
described above.

The metrics used to measure 2015 performance for purposes of the 2015 tranches of these awards (and their weightings) were
revenue (one-third), revenue ex-TAC (one-third), and adjusted EBITDA (one-third). As noted above, these are key metrics used by
management to measure the performance of the business. The Compensation Committee believed it was appropriate to use revenue metrics
for the performance equity awards for 2015 to maintain management’s focus on revenue growth to continue to build shareholder value. The
Committee focused on revenue because, as advertisers migrate away from traditional desktop display ad formats, the Committee believed it
was critically important to incentivize management to increase monetization of our Mavens growth areas—mobile, video, native ads, and social
—while finding ways to slow the rate of decline in our legacy businesses. Adjusted EBITDA (as defined above) was also chosen for the
performance equity awards because it is a key metric used by management to evaluate operating performance and to help ensure that revenue
growth was not pursued to the detriment of earnings. Although these choices resulted in some overlap between incentive programs—with
these metrics being used for both the performance equity awards and the Executive Incentive Plan—the 2015 Executive Incentive Plan was
also designed to take into account Mavens revenue, operational performance, and individual performance factors. The Compensation
Committee considered the partial overlap to be appropriate in light of the critical importance of revenue and earnings growth to the Company’s
turn-around strategy and long-term stockholder value. The Compensation Committee weighted these goals according to its assessment of
relative importance, and set performance targets that it believed would be challenging.

The Compensation Committee provided for revenue, revenue ex-TAC, and adjusted EBITDA to be determined on an adjusted basis to
mitigate the financial statement impact of certain types of events not contemplated by our 2015 financial plan. Adjustments were made for the
same items as discussed under “2015 Annual Cash Bonuses under the Executive Incentive Plan—Company Performance Factor” above.

The Compensation Committee evaluates the appropriate metrics for use under our equity awards and for use under the Executive
Incentive Plan each year.

As described above, the Committee set goals for revenue and revenue ex-TAC in 2015 that were five percent above actual 2014
levels. The Committee intended these revenue goals to be challenging, as although the revenue contribution from Mavens continues to grow, it
is offset by continuing revenue declines in our legacy businesses. The Committee chose to leave the adjusted EBITDA goal roughly flat
compared to prior year as the Committee recognized the Company’s investments to grow top-line revenue could impact earnings growth for the
year.
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The specific 2015 financial targets for the performance-based RSUs were as follows:

 
Performance Metric 

(and Weighting)   
Target

Performance Goal   Performance Vesting Schedule*

Revenue (1/3)

  

$4.85 billion

  

•    achievement ³ 110% of goal: 200% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 90% of goal: 0% vest
 

Revenue ex-TAC (1/3)

  

$4.60 billion

  

•    achievement ³ 110% of goal: 200% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 90% of goal: 0% vest
 

Adjusted EBITDA (1/3)

  

$1.35 billion

  

•    achievement ³ 120% of goal: 200% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 80% of goal: 0% vest
 

 * For achievement between the stated percentages, vesting is determined by linear interpolation.

For 2015, the Compensation Committee determined that our actual performance, and corresponding vesting percentages, with respect
to these metrics were as follows, each after giving effect to the adjustment provision described above:
 

Performance Metric
(and Weighting)   

Actual
Performance(1)  

Actual Performance as a
Percentage of Target  

Vesting
Percentage

Revenue (1/3)   $4.57 billion   94.1%  41%

Revenue ex-TAC (1/3)   $4.06 billion   88.3%  0%

Adjusted EBITDA (1/3)   $0.96 billion   71.1%  0%

Accordingly, the 2015 tranche of the performance-based RSUs awarded in 2013, 2014, and 2015 vested on the date of the
Compensation Committee’s determination at 14 percent of target (the weighted average of the vesting percentages in the chart above, rounded
to the nearest whole percentage).

As noted above, we set the goals for each annual tranche of performance-based RSUs near the beginning of the year to which the
tranche relates. Under applicable accounting rules, performance based RSUs for a particular performance period are deemed granted on the
date the goals are set for the performance period (and the accounting grant date fair value is determined on that date). Accordingly, under
applicable SEC rules, the 2015 tranches of the performance-based RSUs we awarded in 2013 and 2014, and only the 2015 tranche of the
performance-based RSUs we awarded in 2015, are shown in our compensation tables below as compensation for 2015. Similarly, the 2013
tranche of the performance-based RSUs we awarded in 2013 is shown as compensation for 2013, and the 2014 tranches of the performance-
based RSUs we awarded in 2013 and 2014 are shown as compensation for 2014.
 
 

 

(1) The following adjustments were made in accordance with the terms of the awards (which, as mentioned above, provided for revenue,
revenue ex-TAC, and adjusted EBITDA to be determined on an adjusted basis to mitigate the financial statement impact of certain
types of events not contemplated by our 2015 financial plan): Our actual 2015 GAAP revenue of $4.97 billion was adjusted to $4.57
billion to eliminate the revenue reporting impact of changes in how we account for certain costs. Our actual 2015 revenue ex-TAC of
$4.09 billion was adjusted to $4.06 billion for the same reason. Our adjusted EBITDA calculated in accordance with the terms of the
awards (including the applicable adjustment provisions) was $0.96 billion.
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Determination of Vesting of 2012 Performance Options. As described in detail in our proxy statement filed in 2013, in November

2012 Ms. Mayer and Mr. Goldman were granted stock options pursuant to their employment offer letters. These options were subject to both
time-based and performance-based vesting requirements. In other words, specific performance goals need to be achieved and the executive
must satisfy continued employment requirements in order for vesting to occur.

For Ms. Mayer’s performance option, which was part of a one-time retention grant, the Compensation Committee established five
performance periods: the first half of 2013 and each year from 2013 through 2016, with one-fifth of the options allocated to each of these
periods. For Mr. Goldman’s performance option, the Compensation Committee established three performance periods: the 2013, 2014, and
2015 years, with one-third of the options allocated to each of these periods.

For the 2015 tranche of each of these performance options the Compensation Committee established that the options would be
eligible to vest based on our revenue, revenue ex-TAC, and adjusted EBITDA relative the goals established for 2015, with each performance
metric being weighted one-third. The Compensation Committee’s reasons for selecting these performance metrics and weightings is discussed
under “Long-Term Incentive Equity Awards—2015 Performance Goals” above. With respect to all three performance metrics, the
Compensation Committee provided for performance to be determined on an adjusted basis to mitigate the financial statement impact of certain
types of events not contemplated by our 2015 financial plan. Adjustments were made for the same items as discussed under “2015 Annual
Cash Bonuses under the Executive Incentive Plan—Company Performance Factor” above.

The following chart shows the specific 2015 financial targets for the performance options and the portion of the 2015 tranche that
would vest based on the percentage attainment of the applicable goal:
 

Performance Metric 
(and Weighting)   

Target
Performance Goal   Performance Vesting Schedule*

Revenue (1/3)

  

$4.85 billion

  

•    achievement ³ 108% of goal: 130% vest
 

•    achievement = 104% of goal: 120% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 80% of goal: 0% vest
 

Revenue ex-TAC (1/3)

  

$4.60 billion

  

•    achievement ³ 108% of goal: 130% vest
 

•    achievement = 104% of goal: 120% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 80% of goal: 0% vest
 

Adjusted EBITDA (1/3)

  

$1.35 billion

  

•    achievement ³ 116% of goal: 130% vest
 

•    achievement = 108% of goal: 120% vest
 

•    achievement = 100% of goal: 100% vest
 

•    achievement £ 60% of goal: 0% vest
 * For achievement between the stated percentages, vesting is determined by linear interpolation.

In no event, however, would the 2015 tranche of any performance option vest as to more than 100 percent of the shares subject to that
tranche.
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For 2015, the Compensation Committee determined that our actual performance, and corresponding vesting percentages, with respect

to these metrics were as follows, each after giving effect to the adjustments described above:
 

Performance Metric
(and Weighting)   

Actual
Performance  

Actual Performance as a
Percentage of Target   

Vesting
Percentage

Revenue (1/3)   $4.57 billion   94.1%   71%

Revenue ex-TAC (1/3)   $4.06 billion   88.3%   42%

Adjusted EBITDA (1/3)   $0.96 billion   71.1%   28%

Accordingly, the Compensation Committee determined that the 2015 tranche of each of the performance-based options vested at 47
percent (the weighted average of the vesting percentages in the chart above, rounded to the nearest whole percentage).

The Compensation Committee intended the target performance goals for these 2015 option tranches to be challenging. Although the
performance options had the same financial goals as the performance RSUs, the Committee established a different payout schedule for the
options. As shown above, the performance options’ payout schedule provided for relatively greater vesting percentages for below-target
performance (i.e., greater downside protection), and relatively lesser vesting percentages for above-target performance (i.e., lesser upside
potential). The Compensation Committee considered this appropriate because performance option vesting is capped at 100 percent of the
tranche, whereas performance RSU vesting can reach 200 percent of the tranche.

Similar to the performance RSUs, we set goals for each annual tranche of performance options near the beginning of the year to which
the tranche relates. Under applicable accounting rules, performance based options for a particular performance period are deemed to be
granted on the date the goals are set for the performance period (and the accounting grant date fair value is determined on that date).
Accordingly, under applicable SEC rules, our 2012 performance-based stock options are shown in our compensation tables below as
compensation for 2013 and later years (i.e., each tranche is shown as compensation for the year in which its performance goals are set), even
though such options were approved by the Compensation Committee in July 2012. Due to the significant appreciation in our stock price
between when the options were originally approved by the Compensation Committee and the date on which the Compensation Committee
approved the applicable performance goals, the accounting value of the tranches of these options reflected as 2014 and 2015 compensation in
the Summary Compensation Table is significantly higher than the value of such options when they were originally approved by the
Compensation Committee. The accounting value of the options reflected in the Summary Compensation Table also does not reflect the below-
target vesting of the options based on 2014 and 2015 performance. See the discussion under “CEO Equity Awards” below for more detail.
 

66



Table of Contents

EXECUTIVE COMPENSATION
 

 
CEO Equity Awards

A substantial portion of Ms. Mayer’s equity awards that appear as 2014 and 2015 compensation in the Summary Compensation Table
are the performance-based options approved by the Compensation Committee in 2012 as part of her recruitment package. These
performance-based options were part of the retention award and the 2012 annual award that Ms. Mayer negotiated in her July 2012 offer letter
when she joined Yahoo. The 2014 tranche of both options is included in her 2014 compensation row in the Summary Compensation Table, and
the 2015 tranche of her retention option is included in her 2015 compensation row. Ms. Mayer’s other equity awards that appear as 2014
compensation in the Summary Compensation Table include the 2014 tranche of her 2013 and 2014 awards of performance-based RSUs, as
well as her 2014 annual award of time-based RSUs. Her other equity awards that appear as 2015 compensation in the Summary
Compensation Table include the 2015 tranches of her 2013, 2014, and 2015 awards of performance-based RSUs, as well as her 2015 annual
award of time-based RSUs.

The value of these performance-based equity awards in the Summary Compensation Table reflects the significant appreciation in our
stock price between when the awards were originally approved by the Compensation Committee and the date on which the Compensation
Committee approved the applicable performance goals. As described in more detail below, the shares subject to these awards that are
included in Ms. Mayer’s 2014 compensation row had a value of $15 million when the Compensation Committee approved them, but the awards
have a value of nearly $40 million in our Summary Compensation Table due to the appreciation in our stock price between the approval date
and the accounting grant date required to be reflected in the Summary Compensation Table. Similarly, the shares subject to these awards that
are included in Ms. Mayer’s 2015 compensation row had a value of $15 million when the Compensation Committee approved them, but the
awards have a value over $34 million in our Summary Compensation Table.

The performance options approved in July 2012 were allocated among multiple performance periods. As described above, Ms. Mayer
received two performance option grants. For her first option grant, which was part of her 2012 annual equity award, the Compensation
Committee established three performance periods: the first half of 2013, the 2013 year, and the 2014 year, with one-third of the options
allocated to each of these periods. For her second grant, which was part of a one-time retention award, the Compensation Committee
established five performance periods: the first half of 2013 and each year from 2013 through 2016, with one-fifth of the options allocated to
each of these periods. Under accounting rules applicable to the Summary Compensation Table, the accounting grant date is determined
separately for each portion of the option, and is deemed to be the date when the performance goals for the applicable performance period are
established. Accordingly, for each option’s 2014 performance portion, the accounting grant date value was measured in February 2014 when
the performance goals for 2014 were established. Similarly for the retention option’s 2015 performance portion, the accounting grant date value
was measured in March 2015 when the performance goals for 2015 were established. As a result of the significant appreciation in our stock
between July 16, 2012 (when these options were originally approved by the Compensation Committee) and the date on which the
Compensation Committee approved the applicable performance goals (February 27, 2014 for the 2014 tranches and March 6, 2015 for the
2015 tranche), the accounting values for Ms. Mayer’s stock options reflected in the Summary Compensation Table are significantly higher than
their originally approved values. Our stock value increased 146 percent from July 16, 2012 through February 27, 2014, and increased 178
percent from July 16, 2012 through March 6, 2015.

Similarly, the 2014 tranche of Ms. Mayer’s performance-based RSUs awarded in 2013, and the 2015 tranches of her performance-
based RSUs awarded in 2013 and 2014, each have an accounting grant date value that was measured at the time the performance goals for
the applicable year were established that was higher than the original approved value of the award.

In addition, and as discussed above, Ms. Mayer’s performance options and performance RSUs are subject to performance-based
vesting requirements and the 2014 and 2015 tranches of each of these awards vested at significantly less than target levels based on actual
performance.
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The following tables present Ms. Mayer’s equity awards that are considered to be 2014 and 2015 grants, respectively, under SEC and

accounting rules, and show:
 
 •  the original value of each award, as approved by the Compensation Committee [column A];
 

 •  the accounting value of each award, as reflected in our Summary Compensation Table (“SCT”) [column B]; and
 

 •  the value of the portions of the awards that ultimately vested, based on the $36.53 closing price of our common stock on
May 2, 2016 [column C].

CEO Equity Awards (2014)
 

Award  Type  
Approval
Date  

Vesting
Tranche 

Performance
Period  

[A]
Approval

Date
Value ($)(1)   

[B] 
SCT

Accounting
Value ($)(2)   

[C] 
Vested 

May 2, 2016
Value ($)(3)  

Retention  Performance option  July 2012  3 of 5  2014  $ 3,000,000   $ 16,916,564   $ 9,279,624  
2012 Annual  Performance option  July 2012  3 of 3  2014   2,000,000    11,277,724    6,186,422  
2013 Annual  Performance RSU  February 2013  2 of 3  2014   2,000,000    3,752,364    1,282,714  
2014 Annual  Performance RSU  February 2014  1 of 3  2014   2,000,000    2,000,017    683,695  
 

 
Time-based RSU
(3 year vesting)  

February 2014
 

n/a
 

n/a
 

 6,000,000  
 

 5,999,974  
 

 5,697,401  

Total Value for 2014  $ 15,000,000   $ 39,946,643   $ 23,129,856  

CEO Equity Awards (2015)
 

Award  Type  
Approval
Date  

Vesting
Tranche 

Performance
Period  

[A]
Approval

Date
Value ($)(1)   

[B]
SCT

Accounting
Value ($)(2)   

[C]
Vested 

May 2, 2016
Value ($)(3)  

Retention  Performance option  July 2012  4 of 5  2015  $ 3,000,000   $ 19,935,777   $ 6,320,903  
2013 Annual  Performance RSU  February 2013  3 of 3  2015   2,000,000    4,237,138    498,817  
2014 Annual  Performance RSU  February 2014  2 of 3  2015   2,000,000    2,258,359    265,865  
2015 Annual  Performance RSU  March 2015  1 of 3  2015   2,000,000    2,000,021    235,436  
 

 
Time-based RSU (3 year
vesting)  

March 2015
 

n/a
 

n/a
 

 6,000,000  
 

 5,999,976  
 

 5,045,560  

Total Value for 2015  $ 15,000,000   $ 34,431,271   $ 12,366,581  

 

 

(1) Approval Date Values reflect the value of the vesting tranche at the time the award was originally approved by the Compensation
Committee, which value was used at that time to determine the number of shares subject to the award (at “target” in the case of
performance-based vesting awards). These amounts include award portions that were later forfeited due to performance shortfalls (i.e.,
these Approval Date Values have not been adjusted to reflect below-target vesting).

 

 

(2) SCT Accounting Values reflect the fair value of each performance tranche as determined under applicable SEC and accounting rules
on the date on which the Compensation Committee established the performance goals for the applicable performance period (which
was February 27, 2014 for the 2014 tranches and March 6, 2015 for the 2015 tranches). These amounts are included as 2014 and
2015 compensation for Ms. Mayer in the “Stock Awards” and “Option Awards” columns of the Summary Compensation Table (SCT),
with the “Total Value” for each year in the table above being the sum of Ms. Mayer’s “Stock Awards” and “Option Awards” reported in
the Summary Compensation Table for the corresponding year. Performance-based vesting awards are taken into account at “target.”
These amounts therefore include the award portions that were later forfeited due to performance shortfalls (i.e., these Accounting
Values have not been adjusted to reflect below-target vesting).
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(3) The 2015 performance RSU tranches vested at 14 percent of target and the 2015 performance option tranche vested at 47 percent of
target, as discussed under “Long-Term Incentive Equity Awards,” above. The 2014 performance RSU tranches vested at 36 percent of
target and the 2014 performance option tranches vested at 69 percent of target, as discussed in our proxy statement for last year’s
annual meeting (under “CD&A—Long-Term Incentive Equity Awards”).

Vested Values reflect the value of the award portions that vested or are still eligible to vest, based on the $36.53 closing price of our
common stock on May 2, 2016. With respect to RSUs, the value is the number of RSUs vested or still eligible to vest multiplied by the
closing price of our common stock on that date. With respect to options, the value is the number of options vested multiplied by the
difference between the closing price of our common stock on that date and the per share exercise price of the option. The balance of
each tranche was forfeited and is no longer eligible to vest.

For each year, 100 percent of the time-based RSUs granted in that year are included in column [C] because a portion of the awards
have vested and Ms. Mayer continues to be eligible to vest in the balance of the awards.

None of the options covered by the 2014 or 2015 tranches of these awards has been exercised by Ms. Mayer (whose exercises to
date have been limited to the vested portions of her 2013 performance tranches). Ms. Mayer has also not sold any shares received in
payment of any vested RSUs. (Shares were withheld from the payment of RSUs to cover tax withholding obligations and this chart is
presented before taking such withholding into account.)

The following chart shows the percentage change in the daily closing prices of Yahoo common stock and the Nasdaq-100 index from
July 16, 2012 (Ms. Mayer’s hire date) through May 2, 2016, using the closing price on July 16, 2012 as the base.

Yahoo Stock Price Percentage Change
from July 16, 2012 (CEO hire date) through May 2, 2016

 

 
69



Table of Contents

EXECUTIVE COMPENSATION
 

 
Grant Practices

The Compensation Committee has adopted a schedule for granting new-hire and retention equity awards. Under this schedule, equity
awards are granted at scheduled meetings throughout the year, except during Closed Window Periods (as defined below), when no equity
awards may be granted. This schedule is designed so that awards are not granted during the period commencing on the tenth day of the last
month of each quarter and ending two business days after our quarterly earnings release (the “Closed Window Period”).

Severance and Change-in-Control Severance Benefits

Severance Agreements. We have entered into severance arrangements with our senior officers, including the Named Executive
Officers (other than Mr. Filo), to provide severance should Yahoo terminate their employment in certain circumstances. These agreements are
referred to as “Severance Agreements.” The Compensation Committee believes that providing our executives with specified benefits in the
event of a termination of employment by Yahoo without “cause” is consistent with competitive practices. It also helps us retain executives and
maintain leadership stability. Furthermore, the Compensation Committee believes that adopting uniform terms, as reflected in the Severance
Agreements, helps to ensure that our executives are treated fairly and consistently, and helps avoid the need to negotiate severance in
connection with each termination of employment.

We provided Severance Agreements to Ms. Mayer, Mr. Goldman, Mr. Bell, and Ms. Utzschneider in the form approved by the
Compensation Committee (see “Potential Payments upon Termination or Change in Control—Executive Severance Agreements,” below).
These Severance Agreements reflect any specific severance arrangements negotiated and included in the executive’s offer letter.

Change-In-Control Severance. We maintain “Change-in-Control Severance Plans” that, together, cover all of our full-time employees,
including each Named Executive Officer.

The Compensation Committee believes that the occurrence, or potential occurrence, of a change-in-control transaction may create
uncertainty for our executives and other key employees. The Change-in-Control Severance Plans are designed to help retain our employees
and maintain a stable work environment leading up to and during changes in control by providing employees certain economic benefits in the
event their employment is actually or constructively terminated in connection with such a change.

Benefits under the Change-in-Control Severance Plans are provided only on a “double-trigger” basis, which means that benefits are
paid only if two events occur: a change in control of Yahoo and a termination of the participant’s employment. Furthermore, the plans do not
provide tax gross-ups for potential excise or other taxes on any benefits that are paid. We have the ability, subject to certain limitations, to
terminate or amend the plans before a change in control.

Equity Award Provisions. Recipients of long-term incentive equity awards are also entitled to limited severance benefits with respect
to awards granted before the applicable severance event. The Compensation Committee believes that these benefits are consistent with
general competitive practices and that they help maximize executive retention, which is one of Yahoo’s objectives in making the awards.

The material terms of the Severance Agreements and the Change-in-Control Severance Plans, as well as any benefits that may be
provided to the Named Executive Officers under their respective employment or equity award agreements in connection with a termination of
their employment or a change in control, are described below in the section titled “Potential Payments Upon Termination or Change in Control.”
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Other Benefits

We provide security services for Ms. Mayer and her immediate family (in addition to security provided at business facilities and during
business events). We believe that all Company-incurred security costs are necessary and for the Company’s benefit, and that the reported
amount of security expense is especially reasonable in light of the fact that Ms. Mayer does not ask the Company to reimburse her private
aircraft costs for business travel. In addition, during 2015 Ms. Mayer faced specific security threats that we believed were credible. The
Company’s incremental cost to provide such personal security services was $544,061 for 2015, which SEC rules require us to report as
compensation to the CEO in the Summary Compensation Table. However the Compensation Committee does not consider this item to be a
compensatory perk and authorized these arrangements for business purposes regardless of any value they may have to Ms. Mayer personally.
The security budget for Ms. Mayer and her family and the specific security concerns justifying it are reviewed by the Compensation Committee
on an annual basis.

The Named Executive Officers are also eligible to participate in the Company’s 401(k) plan and health and welfare benefit programs
made available to the Company’s employees generally. The Company does not maintain any executive retirement or health programs or
provide other material perks to the executives.

In 2015, Ms. Mayer also earned a cash bonus of $1,125 under the Company’s Invention Recognition Award program (which is open to
all full-time employees) for being among the inventors named in a pending patent application filed by the Company.

Material Compensation Committee Actions After 2015
  

In March 2016, the Compensation Committee approved cash and equity compensation for 2016 for each of the Company’s Named
Executive Officers. The Compensation Committee did not increase any Named Executive Officer’s base salary or target bonus for 2016.

The Compensation Committee also approved the grant of annual equity awards for 2016 to each of Ms. Mayer, Mr. Goldman, Mr. Bell,
and Ms. Utzschneider. These awards were in the form of RSUs similar to the annual equity awards for 2015 described above. All of the RSUs
vest over four years (or three years in the case of Ms. Mayer). One-half of the RSUs awarded to each Named Executive Officer are time-based
awards that will vest in equal monthly installments. The other half of the RSUs awarded to our Named Executive Officers are subject to
performance-based vesting requirements each year and vest in annual installments. Under both types of awards, the Compensation
Committee put a cap on any potential acceleration following a change in control: if the “double-trigger” conditions are met, each award’s
acceleration is capped at the number of shares otherwise scheduled to vest during the 24 months following the executive’s termination (in the
case of performance-based awards, acceleration is capped at the number of shares that would vest at target for the performance year in which
the termination occurs and the immediately following performance year, if any). (See “Potential Payments Upon Termination or Change in
Control.”)

The performance metrics and goals for the performance-based RSUs will be set at the beginning of each year. For 2016, the metrics
used to measure the Company’s performance (and their weightings) for these awards will be the Company’s revenue (one-third), revenue ex-
TAC (one-third), and adjusted EBITDA (one-third), each as defined for purposes of the awards and subject to specified adjustments. However,
if the overall vesting percentage determined using these metrics exceeds 100 percent, the excess over 100 percent will be capped at the
Company’s total shareholder return for 2016. For example, if the vesting percentage would otherwise be 140 percent and the Company’s total
shareholder return for 2016 is 10 percent, the vesting percentage would be capped at 110 percent (and conversely, if the Company’s total
shareholder return for 2016 is zero or negative, the vesting percentage would be capped at 100 percent). These metrics will also be used to
determine vesting for the tranches of the performance RSUs and performance options granted to our Named Executive Officers in prior years
that are eligible to vest based on our 2016 performance.
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The Compensation Committee also adopted the 2016 Executive Incentive Plan, which follows the same general framework as our

2015 Executive Incentive Plan described above. Under this plan annual cash bonuses for 2016 will be determined by multiplying each
participant’s target bonus by a company performance factor and an individual performance factor, each as determined after year end. The
individual performance factor will be based on the Committee’s assessment of each participant’s individual performance for the year. The
Company performance factor will be based on the Company’s financial performance and operational performance in 2016. The metrics used to
determine financial performance will be revenue, revenue ex-TAC, and adjusted EBITDA. However, if the financial performance component of
the Company performance factor would result in a payout factor greater than 100 percent, the excess over 100 percent for this component will
be capped at the Company’s total shareholder return for 2016 in the same manner as described in the paragraph above. As with 2015, there is
an overall bonus limit based on a percentage of our 2016 adjusted EBITDA and individual bonus limits for each participant. No minimum cash
payment is required under the plan and the Compensation Committee retains discretion under the plan to reduce the amount (including to $0)
of any bonus otherwise payable to a participant based on performance.

The Committee chose to use revenue and revenue ex-TAC as financial metrics for the 2016 performance equity awards and the 2016
Executive Incentive Plan because growing revenue (both through our owned and operated sites and through our distribution network) is the
most critical strategic imperative for the Company as it continues to try to get back on a growth trajectory. The Company uses both these
measures in evaluating the business and gives quarterly guidance on both to investors. (Revenue ex-TAC is the revenue we retain after paying
traffic acquisition costs (or “TAC”) to our distribution network.) The Committee also chose to use adjusted EBITDA as a financial metric in both
programs to help ensure that revenue growth is not pursued to the detriment of earnings.

The Compensation Committee also chose to use two measures in the short-term cash bonus plan—the Company’s operational
performance and each executive’s individual performance—that are not used in the performance-based equity program.

For 2016, the Committee continued the practice of setting annual goals as the Company is still going through a transition period and
the Committee believes that it must maintain the flexibility to assess the Company’s evolving progress on its strategic plan to achieve
sustainable growth in order to set appropriate and rigorous performance goals. The Committee intends to begin setting multi-year performance
goals once the Company is further along in achieving its strategic growth plans and setting long-term goals becomes more feasible.

In April 2016, our Board of Directors amended the Change-in-Control Severance Plans, which together cover all full-time employees of
the Company, to clarify that a sale of all or substantially all of the Company’s operating business would constitute a “change in control” for
purposes of the plans, and the Compensation Committee approved conforming amendments to the definition of “Change in Control” in the
equity award agreements of our executives (including the Named Executive Officers).

In April 2016, the Compensation Committee also amended our executives’ Severance Agreements (including those of the Named
Executive Officers) to provide that, if the executive is terminated without cause, any time-based vesting event scheduled within six months after
his or her termination date will accelerate. Previously, such acceleration generally applied only to annual vesting installments (i.e., any “annual
cliff”) within that same six-month period. Given that the Company has generally moved to monthly vesting rather than annual cliff vesting for
new time-based equity awards over the past three years since the Severance Agreements were approved, the amendment was motivated by a
desire to preserve the originally intended benefit level in the new context.
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Independent Consultant and Peer Group
  

The Compensation Committee retains an independent consultant, Frederic W. Cook & Co. (“FW Cook”), to advise it on executive and
director compensation. FW Cook provides no other services to Yahoo. The Compensation Committee has assessed the independence of FW
Cook and concluded that its engagement of FW Cook does not raise any conflict of interest with the Company or any of its directors or
executive officers.

To assist the Compensation Committee during 2015, FW Cook reported on trends and regulatory developments in executive and
director compensation, identified peer companies as points of comparison, assessed compensation-related risk, compiled market data on
compensation levels and practices, and made recommendations from supporting analyses covering executive compensation philosophy,
program design and structure, and compensation levels and mix for our executive officers and Board members.

Because we operate in a highly competitive industry, identifying the most comparable competitors was an important first step in the
Compensation Committee’s decision-making process for 2015. FW Cook obtained and evaluated data on peer companies from SEC filings.
Where the peer company data on comparable management positions was lacking, the Compensation Committee also considered
compensation survey data from the Radford Executive Survey. The Compensation Committee used this information to guide its decisions on
executive compensation, including the reasonableness of those arrangements in relation to the competitive demands of our industry.

In consultation with FW Cook, the Compensation Committee considered compensation data for the following companies for 2015:
 

•    Adobe Systems Incorporated
 

•    Amazon.com Inc.
 

•    AOL Inc.
 

•    Apple Inc.
 

•    eBay Inc.
 

•    Electronic Arts Inc.
 

•    Facebook, Inc.
 

•    Google Inc.  

•    Groupon, Inc.
 

•    Intuit Inc.
 

•    LinkedIn Corporation
 

•    Microsoft Corporation
 

•    Oracle Corporation
 

•    salesforce.com, inc.
 

•    Twitter, Inc.

We refer to this group of companies as our “peer group” or our “peer companies” for 2015. We selected these companies as our peers
based on the following considerations:
 

•    they have technology or media components that are similar to our business;
 

•    they compete with us for talent; and/or
 

•    they have certain financial characteristics in common with us.

However, given the breadth of our business and the rapidly changing environment in which we compete, we found it difficult to identify directly
comparable companies. Each peer group company is comparable to us in certain respects, but not in others. For example, we include Google,
Apple, Facebook, and Microsoft in our peer group even though their market capitalizations and annual revenues are larger than ours because
they are among the key technology companies with which we regularly compete for talent, and we consider these differences in size and value
when making actual pay decisions. How companies structure their top management also complicates the comparisons. A company still run by
its founders, for example, may have a very different compensation arrangement from a company that hires outside executives, which we
attempt to take into account.
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Based on these criteria, the Compensation Committee determined that the peer group for 2015 would consist of the same companies

(identified above) as the peer group for 2014 except that, applying the criteria noted above, Zynga Inc. was removed from the peer group for
2015. Based on publicly available information, as of the beginning of 2015 when the peer group was selected, Yahoo ranked above the median
of the peers in market capitalization and number of employees and just below the median of the peers in revenue.

The Compensation Committee believes that the nature of our business and the environment in which we operate require flexibility.
When setting compensation, the Compensation Committee considers the facts and circumstances and applies them to each individual
executive. The Compensation Committee does not try to target specific market levels or match any particular peers. Instead, the peer group
compensation data creates a context for competitive pay levels and informs the Compensation Committee’s decisions.

Stock Ownership Policy and Holding Requirements
  

As described above, we believe that our executive officers should have a significant financial stake in Yahoo. To better align the
interests of our executive officers with those of our shareholders, we have adopted a stock ownership policy that requires key personnel to hold
specified amounts of Yahoo stock. Under the policy, the Chief Executive Officer should own Yahoo common stock with a value of at least six
times his or her base salary (for an ownership requirement of approximately 165,000 shares for Ms. Mayer, based on our May 2, 2016 stock
price), and each of our other executive officers should own Yahoo common stock with a value of at least two and a half times the executive’s
base salary (or approximately 41,000 shares for each of Mr. Goldman, Ms. Utzschneider, and Mr. Bell, based on our May 2, 2016 stock price).

Ms. Mayer significantly exceeds her ownership requirement under our policy, as she holds over 1.3 million shares as of May 2, 2016.
All of our other Named Executive Officers also currently satisfy the applicable ownership requirement, with ownership on such date of
approximately 199,000 shares by Mr. Bell; 184,000 shares by Mr. Goldman; 47,000 shares by Ms. Utzschneider; and 70.7 million shares by
Mr. Filo.

Shares subject to unvested or unexercised equity awards are not considered owned by the executive for purposes of the policy. An
executive covered by the policy who does not satisfy the applicable stock ownership level must retain at least 50 percent of the net shares that
executive receives upon exercise or payment, as the case may be, of a Yahoo equity award for as long as he or she is covered by the policy or
until the applicable ownership level is met. For this purpose, the “net” shares received upon exercise or payment of an award are the total
number of shares received, less the shares needed to pay any applicable exercise price of the award and any tax obligations related to the
exercise or payment.

Recoupment Policy
  

We maintain a recoupment (“clawback”) policy for incentive awards paid to executive officers (including all of the Named Executive
Officers). In the event of a restatement of incorrect Yahoo financial results, this policy permits the Board, if it determines appropriate in the
circumstances and subject to applicable laws, to seek recovery of the incremental portion of the incentive awards paid or awarded, whether in
cash or equity, to our executive officers in excess of the awards that would have been paid or awarded based on the restated financial results.
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Policy with Respect to Section 162(m)
  

Under Section 162(m) of the Internal Revenue Code, a corporation cannot take a tax deduction in any tax year for compensation it
pays to its Chief Executive Officer and certain other executive officers in excess of $1 million. Compensation that qualifies as “performance-
based,” however, is excluded from the $1 million limit if, among other requirements, the compensation is payable only upon attainment of pre-
established, objective performance goals under a plan approved by the corporation’s shareholders.

The Company and the Compensation Committee review and consider the deductibility of executive compensation under
Section 162(m). We believe that the gains realized at the time of exercise of nonqualified stock options granted under the terms of our
shareholder-approved stock plan are deductible in accordance with Section 162(m). In addition, the Compensation Committee generally
structures performance-based grants of RSUs with the intent that they qualify for deductibility in accordance with Section 162(m) (though the
2015 tranche of Ms. Utzschneider’s promotion grant of performance-based RSUs did not so qualify because it was granted in connection with
her July promotion and was therefore granted after the applicable Section 162(m) deadline for the performance year). As described above, the
Compensation Committee also structured the 2015 Executive Incentive Plan with the intent that bonuses paid to the Named Executive Officers
(other than Ms. Utzschneider because she was not in an executive position at the time the plan was adopted) under the plan would qualify for
deductibility under Section 162(m). The rules and regulations promulgated under Section 162(m) are complicated, however, and subject to
change from time to time, sometimes with retroactive effect. In addition, a number of requirements must be met in order for particular
compensation to qualify under Section 162(m). There can be no assurance that the compensation intended to qualify for deductibility under
Section 162(m) awarded or paid by the Company will be fully deductible. The Compensation Committee does from time to time approve
compensation arrangements for our executive officers that do not satisfy the requirements of Section 162(m) when it believes that other
considerations outweigh the tax deductibility of the compensation. In addition, discretionary bonuses and time-based vesting RSUs do not
satisfy the requirements of Section 162(m). We also believe time-based vesting RSUs are an appropriate component of our executive
compensation program for the reasons discussed above in this CD&A.
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COMPENSATION COMMITTEE REPORT
  

The Compensation Committee has reviewed and discussed with management the disclosures contained in the CD&A section of this
proxy statement. Based on this review and discussion, the Compensation Committee recommended to the Board that the CD&A section be
included in this proxy statement.

Compensation and Leadership Development
Committee of the Board of Directors

    Jane E. Shaw (Chair)
    Maynard Webb
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COMPENSATION TABLES
  

The tables on the following pages present compensation information regarding our Chief Executive Officer, Marissa A. Mayer; our
Chief Financial Officer, Ken Goldman; our co-founder and Chief Yahoo, David Filo; our Chief Revenue Officer, Lisa Utzschneider; and our
General Counsel, Ronald S. Bell. These five individuals are our “Named Executive Officers.” We did not have any other executive officers in
2015.

As required by SEC rules, in these tables performance-based awards are treated as having been granted in the year in which their
performance goals were established (and if an award has multiple performance periods, the portion relating to each period is treated as a
separate grant).

Summary Compensation Table—2013–2015
  

The following table presents 2013–2015 summary compensation information for our Named Executive Officers. As required by SEC
rules, stock awards (RSUs) and option awards are shown as compensation for the year in which they were treated as granted for accounting
purposes (even if they have multi-year vesting schedules), and are valued based on their grant date fair values for accounting purposes.
Accordingly, the table includes stock and option awards granted in the years shown even if they were scheduled to vest in later years, and even
if they were subsequently forfeited (such as upon the executive’s termination). Therefore, the stock and option columns do not report whether
the officer realized a financial benefit from the awards (such as by vesting in stock or exercising options).
 

Name and Principal Position  Year   
Salary
($)(1)   

Bonus
($)(1)   

Stock
Awards

($)(2)(3)(4)   

Option
Awards
($)(2)(3)   

Non-Equity
Incentive Plan
Compensation

($)(5)   

All Other
Compensation

($)(6)   
Total
($)(2)  

Marissa A. Mayer   2015    1,000,000    1,125(7)   14,495,494(8)   19,935,777(8)   0    548,711    35,981,107  
Chief Executive Officer   2014    1,000,000    0    11,752,355    28,194,288    1,108,800    28,065    42,083,508  

  2013    1,000,000    2,250    8,312,316    13,847,283    1,700,000    73,863    24,935,712  
Ken Goldman   2015    600,000    0    3,357,738    10,992,129    0    4,650    14,954,517  

Chief Financial Officer   2014    600,000    0    2,813,080    9,327,427    300,000    4,549    13,045,056  
  2013    600,000    0    2,597,612    2,290,527    500,000    4,615    5,992,754  

David Filo   2015    1    0    0    0    0    0    1  
Co-Founder and Chief Yahoo   2014    1    0    0    0    0    0    1  

  2013    1    0    0    0    0    0    1  
Lisa Utzschneider(9)   2015    600,000    1,000,000(10)   8,409,813    0    0    4,650    10,014,463  

Chief Revenue Officer         
Ronald S. Bell   2015    600,000    0    3,887,359    0    0    4,650    4,492,009  

General Counsel   2014    600,000    0    3,282,107    0    300,000    4,549    4,186,656  
   2013    600,000    0    3,896,386    0    450,000    4,615    4,951,001  
 

 (1) Salary and bonus columns include amounts earned in, or awarded for performance during, the specified year (even if paid out early in
the following year).

 

 

(2) As required by SEC rules, the stock and option award columns present the aggregate grant date fair value of equity awards granted
during the years shown as computed for accounting purposes in accordance with FASB ASC 718. As a result, the stock and option
columns (as well as the total column) include awards that have not yet vested and performance-based awards that failed to vest;
therefore, these columns are not intended as presentations of pay actually realized by the executive. For information on the
assumptions used in the grant date fair value computations, refer to Note 14—“Employee Benefits” in the Notes to Consolidated
Financial Statements in our 2015 Form 10-K.

 

 (3) For a list of 2015 stock and option awards, see the Grants of Plan-Based Awards Table, below.
 

 (4) The 2013, 2014, and 2015 rows of the Summary Compensation Table above include performance-based options and performance-
based RSUs that were scheduled to vest based on the Company’s financial
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performance in 2013, 2014, and 2015, respectively (in addition to time-based requirements). Under the terms of these performance
awards, the goals for each performance period were established by the Compensation Committee in the early part of the period. As
noted above, performance-based awards are treated for accounting purposes (and for purposes of our tables) as having been granted
on the date their performance goals were established and, if an award has multiple performance periods, the portion (or “tranche”) of
the award relating to each period is treated as a separate grant. As required by SEC rules, we calculate each tranche’s grant date fair
value based on the performance outcome we judged to be probable when the goals were set. In every case, we considered target
performance to be probable, so the grant date fair values included in our tables are based on our expectation that these performance
awards would vest at target. Under their terms, the performance options cannot vest in excess of target, whereas the performance
RSUs can vest up to 200 percent of target. The following tables present the grant date fair values of the performance RSUs’ annual
tranches under two sets of assumptions: (a) assuming that the annual performance target would be achieved, which we originally
judged to be the probable outcome, and (b) assuming that the highest level of performance condition would be achieved:

 
   2015 Performance-Based Restricted Stock Unit Awards  

Name   Tranche   

Grant Date Fair Value
(Based on Probable Outcome)

($)   

Grant Date Fair Value
(Based on Maximum Performance)

($)  
Marissa A. Mayer    2015     2,000,021    4,000,042  
Ken Goldman    2015     375,018    750,035  
Lisa Utzschneider    2015     3,409,847*   6,819,693* 
Ronald S. Bell    2015     375,018    750,035  

 

 * Includes performance-based recruitment and promotion awards for Ms. Utzschneider.
 

   2014 Performance-Based Restricted Stock Unit Awards  

Name   Tranche   

Grant Date Fair Value
(Based on Probable Outcome)

($)    

Grant Date Fair Value
(Based on Maximum Performance)

($)  

Marissa A. Mayer    2015     2,258,359     4,516,717  
   2014     2,000,017     4,000,034  

Ken Goldman    2015     423,453     846,906  
   2014     375,006     750,011  

Ronald S. Bell    2015     423,453     846,906  
    2014     375,006     750,011  

 
   2013 Performance-Based Restricted Stock Unit Awards  

Name   Tranche   

Grant Date Fair Value
(Based on Probable Outcome)

($)    

Grant Date Fair Value
(Based on Maximum Performance)

($)  

Marissa A. Mayer    2015     4,237,138     8,474,275  
   2014     3,752,364     7,504,728  
   2013     2,078,068     4,156,137  

Ken Goldman    2015     1,059,284     2,118,569  
   2014     938,091     1,876,182  
   2013     519,522     1,039,045  

Ronald S. Bell    2015     1,588,905     3,177,810  
   2014     1,407,117     2,814,234  

    2013     779,273     1,558,546  
 

   Prior to 2013, we did not award any performance RSUs to these Named Executive Officers.
 

 (5) This column reports bonuses under the Company’s cash bonus plan (the Executive Incentive Plan) earned in the specified year and
paid early in the following year.

 

 (6) Amounts presented in the “All Other Compensation” column for 2015 include: for Ms. Mayer, security services for which the Company
paid $544,061 (which services were in addition to security provided at
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business facilities and during business travel), Company 401(k) plan matching contributions of $4,500, and group term life insurance
premiums valued at $150; and for each of the other Named Executive Officers, Company 401(k) plan matching contributions of $4,500,
and group term life insurance premiums valued at $150.

 

   Pursuant to arrangements between the Company and its preferred air travel vendor, Ms. Mayer also received upgraded frequent flyer
status, at no incremental cost to Yahoo.

 

 (7) Under the Company’s Invention Recognition Award program, which is open to all full-time employees, Ms. Mayer earned a bonus of
$1,125 for being among the inventors named in a pending patent application filed by the Company.

 

 

(8) Ms. Mayer’s stock and option award totals for 2014 and 2015 include multiple awards. Some of them are performance-based awards
that our Compensation Committee approved prior to the year in question, but which are considered 2014 or 2015 grants under
applicable SEC and accounting rules because their goals that relate to 2014 or 2015 performance were established early in that
particular year. (Under applicable accounting rules, the portion of an award applicable to a particular performance period is deemed to
be granted on the date the goals for that period are set, and its accounting value is determined based on that date’s closing stock
price.) This means that the 2014 and 2015 portions of the performance awards granted to Ms. Mayer (and our other Named Executive
Officers) in an earlier year—when our stock price was significantly lower—are appearing as 2014 and 2015 compensation in the table
above based on Yahoo’s appreciated stock price in effect when the applicable performance goals were set by the Compensation
Committee (namely, February 27, 2014 for the 2014 performance period and March 6, 2015 for the 2015 performance period). There is
a significant difference between the original approval value and the later accounting value of the performance awards included in
Ms. Mayer’s 2014 and 2015 compensation rows in the table above. To illustrate this difference, the following table presents
Ms. Mayer’s 2014 and 2015 compensation rows as above, except that the Stock Award and Option Award values are based on the
value of our stock when the Compensation Committee originally approved the awards, rather than when it approved the performance
goals.

 

Name
 

  

Year
  

  

Salary
($)

  

  

Bonus
($)

  

  Original Approval Value    Non-Equity
Incentive Plan
Compensation

($)
  

  
All Other

Compensation
($)

  

  

Total
($)

          
Stock Awards

($)    
Option Awards

($)        
Marissa A. Mayer    2015     1,000,000     1,125     12,000,000     3,000,000     0     548,711     16,549,836  
    2014     1,000,000     0     10,000,000     5,000,000     1,108,800     28,065     17,136,865  

 
 

  For more details regarding the original approval value of Ms. Mayer’s stock and option awards compared with their accounting values
as reflected in the Summary Compensation Table, and the impact of performance-based forfeitures, see “CEO Equity Awards” in the
CD&A on pages 67-69.

 

 
(9) Ms. Utzschneider was appointed as our Chief Revenue Officer in July 2015 and was confirmed by the Board as a Section 16 executive

officer on August 25, 2015. As permitted by SEC rules, the table above does not present Ms. Utzschneider’s compensation prior to the
year of her appointment as an executive officer.

 

 (10) Ms. Utzschneider received a sign-on bonus of $1 million that vested in 2015 pursuant to her employment agreement.
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Grants of Plan-Based Awards Table—2015
  

The following table presents all plan-based awards granted to the Named Executive Officers during 2015. For a description of these
awards, see the CD&A, above, and the “Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based Awards Table,”
below.

In accordance with SEC rules, this table treats performance awards as having been granted on the date their performance goals were
established (and if an award has multiple performance periods, the portion (or “tranche”) relating to each period is treated as a separate grant).

The column “Grant Date Fair Value of Stock and Option Awards” presents the aggregate grant date fair value of each grant (as
computed for financial accounting purposes), which does not reflect whether the executive realized a financial benefit from the grant (such as
by vesting in stock or exercising options).
 

Name
 

 

Grant
Date

 

 

Estimated Future Payouts
Under Non-

Equity Incentive Plan
Awards(1)  

Estimated Future Payouts
Under Equity Incentive Plan

Awards(2)  

All Other
Stock

Awards:
Number of

Shares
of Stock

or Units(3)
(#)

 

 

Exercise
or Base
Price of
Option
Awards

($/Share)
 

 

Grant Date
Fair Value
of Stock

and
Option
Awards

($)(4)
   

Threshold
($)

  

Target
($)

  

Maximum
($)

  

Threshold
(#)

  

Target
(#)

  

Maximum
(#)

    
Marissa A. Mayer                                                   
    Performance Option
        (2015 tranche of retention award)    3/6/2015          (5)    761,537    (6)       18.87    19,935,777 
    Annual Cash Bonus Opportunity    3/6/2015    (7)    2,000,000    4,000,000(8)             N/A 
    Performance RSU
        (2015 tranche of 2013 award)    3/6/2015          (5)    97,540    195,080        4,237,138 
    Performance RSU
        (2015 tranche of 2014 award)    3/6/2015          (5)    51,988    103,976        2,258,359 
    Performance RSU
        (2015 tranche of 2015 award)    3/6/2015          (5)    46,041    92,082        2,000,021 
    Time-Based RSU
        (2015 annual award)
     3/6/2015

 
 
                

 
138,121
 

 
       5,999,976

 
 
 

Ken Goldman                     
    Performance Option
        (2015 tranche of recruitment

award)    3/6/2015          (5)    419,894    (6)       18.87    10,992,129 
    Annual Cash Bonus Opportunity    3/6/2015    (7)    540,000    1,080,000(9)             N/A 
    Performance RSU
        (2015 tranche of 2013 award)    3/6/2015          (5)    24,385    48,770        1,059,284 
    Performance RSU
        (2015 tranche of 2014 award)    3/6/2015          (5)    9,748    19,496        423,453 
    Performance RSU
        (2015 tranche of 2015 award)    3/6/2015          (5)    8,633    17,266        375,018 
    Time-Based RSU
        (2015 annual award)
     3/6/2015

 
 
                

 
34,530

 
 
       1,499,983

 
 
 

David Filo                     
    Annual Cash Bonus Opportunity
     3/6/2015

 
 
    

 
(7
 

)
     0

 
 
     (9)

 
 
               N/A

 
 
 

Lisa Utzschneider                     
    Annual Cash Bonus Opportunity(10)    8/27/2015    (7)    540,000    1,080,000(9)             N/A 
    Performance RSU
        (2015 tranche of recruitment

award)    3/6/2015          (5)    49,721    99,442        2,159,880 
    Performance RSU
        (2015 tranche of promotion award)    8/27/2015          (5)    37,102    74,204        1,249,966 
    Time-Based RSU

    (2015 promotion award)
     8/27/2015

 
 
                

 
148,411
 

 
       4,999,967

 
 
 

Ronald S. Bell                     
    Annual Cash Bonus Opportunity    3/6/2015    (7)    540,000    1,080,000(9)             N/A 
    Performance RSU
        (2015 tranche of 2013 award)    3/6/2015          (5)    36,577    73,154        1,588,905 
    Performance RSU
        (2015 tranche of 2014 award)    3/6/2015          (5)    9,748    19,496        423,453 
    Performance RSU
        (2015 tranche of 2015 award)    3/6/2015          (5)    8,633    17,266        375,018 
    Time-Based RSU
        (2015 annual award)
     3/6/2015

 
 
                                  

 
34,530

 
 
          1,499,983
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(1) Amounts represent cash bonus opportunities under the Company’s Executive Incentive Plan (“EIP”). Each participant in the Executive
Incentive Plan is assigned a target bonus each year, as shown in the “target” column. For 2015, the Executive Incentive Plan provided
that each executive’s actual bonus would be determined by adjusting his or her target bonus by (a) a Company performance factor and
(b) an individual performance factor. The Company performance factor would be determined by the Compensation Committee based
on (i) the Company’s performance relative to financial goals established by the Committee early in the year and (ii) the Committee’s
assessment of the Company’s operational performance in 2015. The individual performance factor would be determined by the
Compensation Committee based on the individual’s performance. The Compensation Committee retained discretion under the
Executive Incentive Plan to adjust bonuses upwards or downwards (including to zero), but only within the plan’s overall performance-
based funding limit of three percent of the Company’s adjusted EBITDA (as defined in the plan and subject to further adjustments set
forth in the plan), which limit was further allocated among the Named Executive Officers as described in notes (6) and (7) below. In
addition, bonuses under the plan could not exceed 200 percent of the executive’s target bonus. The Executive Incentive Plan bonuses
actually paid to our Named Executive Officers for 2015 are presented in the Summary Compensation Table under the heading “Non-
Equity Incentive Plan Compensation.”

 

 

(2) Each annual performance-based award tranche was subject to both performance-based and time-based vesting requirements. This
means that, in addition to satisfying the performance-based requirements (described in the CD&A), in order to vest the grantee must
also remain continuously employed by the Company through the vesting date specified in the award agreement, which (a) for the 2015
performance RSUs was the date on which the Compensation Committee certified the prior year’s performance (i.e., March 7, 2016)
and (b) for the 2015 tranche of the performance options was January 26, 2016.

 

 (3) The time-based RSU award to Ms. Mayer is subject to vesting over 3 years in 36 equal monthly installments, and the time-based RSU
awards to the other Named Executive Officers are subject to vesting over 4 years in 48 equal monthly installments.

 

 

(4) As required by SEC rules, these amounts present the aggregate grant date fair value of the awards computed in accordance with
FASB ASC 718. These amounts do not reflect whether the recipient has actually realized a financial benefit from the awards (such as
by vesting in stock or exercising options). For information on the valuation assumptions used in the grant date fair value computations,
see Note 14—“Employee Benefits” in the Notes to Consolidated Financial Statements included in our 2015 Form 10-K.

 

 

(5) The 2015 tranches of the performance options and performance RSUs did not have any vesting thresholds. As described in the CD&A,
each 2015 tranche was subject to three performance measures: revenue, revenue ex-TAC, and adjusted EBITDA. The portion of each
tranche allocated to each measure would not vest if the Company did not achieve that measure’s minimum performance level. If the
Company performed above that measure’s minimum level but less than 100 percent of its target level, the portion of the tranche
allocated to that measure would vest between zero percent and 100 percent, as further described in the CD&A, see “2015 Executive
Compensation Program—Long-Term Incentive Equity Awards.”

 

 (6) As described in the CD&A, the performance options cannot vest over 100 percent of target.
 

 (7) There was no threshold bonus under the 2015 Executive Incentive Plan.
 

 

(8) Under the Executive Incentive Plan, Ms. Mayer’s maximum bonus for 2015 was the lesser of 1.5 percent of the Company’s adjusted
EBITDA (subject to adjustment as set forth in the plan document) and 200 percent of her target bonus. The Executive Incentive Plan
authorized the Compensation Committee to exercise downward discretion from such limit to establish her actual bonus, based on the
factors described in note (1) above. (Ms. Mayer’s Executive Incentive Plan bonus is also subject to the maximum limit on performance-
based bonuses set forth in the Stock Plan.)

 

 

(9) Under the Executive Incentive Plan, the maximum individual bonus for each of Messrs. Goldman and Bell was the lesser of 0.5 percent
of the Company’s adjusted EBITDA (subject to adjustment as set forth in the plan document) and 200 percent of the executive’s target
bonus. Under the Executive Incentive Plan, the maximum individual bonus for Mr. Filo was 0.5 percent of the Company’s adjusted
EBITDA (subject to adjustment as set forth in the plan document). Under the Executive Incentive Plan, the maximum individual bonus
for Ms. Utzschneider was 200 percent of her target bonus. The Executive Incentive Plan authorized
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the Compensation Committee to exercise downward discretion from such limits to establish each executive’s actual bonus, based on
the factors described in note (1) above. (In all cases, the Executive Incentive Plan bonuses were also subject to the maximum limit on
performance-based bonuses set forth in the Stock Plan.)

 

 (10) As noted below under “Non-Equity Incentive Plan Awards,” Ms. Utzschneider was designated as a participant in the Executive
Incentive Plan in connection with her July 2015 promotion to an executive position.

Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based
Awards Table
  

Employment Agreements and Recruitment Grants
Marissa A. Mayer.  In July 2012, the Company entered into an employment offer letter with Ms. Mayer to serve as our Chief Executive

Officer. The letter has no specified term, and Ms. Mayer’s employment with the Company is on an at-will basis. The letter provides that
Ms. Mayer will receive an annual base salary of $1 million. She will also be eligible for an annual bonus under the Company’s Executive
Incentive Plan with a target amount of 200 percent of base salary. Both base salary and bonus are subject to annual review. Ms. Mayer is also
eligible to participate in the benefit programs generally available to senior executives of the Company and is entitled to 20 days of vacation per
year during the first four years of her employment. The Company also agreed to pay for certain of Ms. Mayer’s security expenses. The security
budget for Ms. Mayer and her immediate family is currently reviewed by the Compensation Committee on an annual basis.

The letter provides for Ms. Mayer to receive the following equity awards, all of which have been granted:
 

 
•  2012 Annual Equity Award (Vesting Over Three Years).  We typically grant equity awards to executives annually.

Ms. Mayer’s equity award for 2012 was provided for in her offer letter because she was not employed at the start of the year
when we made awards to our other executives. As provided in the offer letter:

 

 ¡  one-half of her 2012 award was in the form of time-based RSUs (which were granted on July 26, 2012) with a target
valuation of $6 million vesting in three equal annual installments from the date of grant; and

 

 

¡  the other one-half (with a target valuation of $6 million) was in the form of performance-based stock options with three
performance periods: the first half of 2013, full year 2013, and full year 2014. Each tranche was scheduled to vest shortly
after the end of its performance period. All of the options were granted on November 29, 2012 with an exercise price of
$18.87 per share (equal to the closing market price of our common stock on the date of grant) and a maximum term of
seven years. The overall number of 2012 options (which were evenly distributed among the tranches) was determined
by dividing the target value by the per-share grant date fair value of our employee stock options as of July 26, 2012.
Each performance tranche appears in our compensation tables separately as though it were a separate award granted
on the date its goals were set, as required by SEC rules.

 

 •  One-Time Retention Award (Vesting Over Five Years).  As provided in the offer letter:
 

 ¡  one-half of this award was in the form of time-based RSUs (which were granted on July 26, 2012) with a target valuation
of $15 million vesting in five equal annual installments from the date of grant; and

 

 

¡  the other one-half (with a target valuation of $15 million) was in the form of performance-based stock options with five
performance periods: the first half of 2013, and full years 2013, 2014, 2015, and 2016. Each tranche is scheduled to vest
shortly after the end of its performance period. The retention options were granted on November 29, 2012 with an
exercise price of $18.87 per share and a maximum term of seven years. The overall number of retention options
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(which are evenly distributed among the tranches) was determined by dividing the target valuation by the per-share fair
value of our employee stock options as of July 26, 2012. Each performance tranche is appearing in our compensation
tables separately as though it were a separate award granted on the date its goals were set (which was March 6, 2015,
in the case of the 2015 tranche), as required by SEC rules.

 

 

•  One-Time Make-Whole Award (Vesting Over 29 Months).  As provided in her offer letter, Ms. Mayer was granted time-based
RSUs with a target valuation of $14 million on July 26, 2012 to replace a portion of the compensation value that she forfeited
by leaving her previous employer. These RSUs vested monthly from her date of hire as follows: four-fourteenths (4/14) of the
RSUs vested in five equal monthly installments from August through December, 2012; seven-fourteenths (7/14) of the RSUs
vested in twelve equal monthly installments in 2013; and three-fourteenths (3/14) of the RSUs vested in twelve equal
monthly installments during 2014.

 

 •  Ms. Mayer’s offer letter also provides that, beginning in 2013, she is eligible to receive annual equity awards when such
grants are made to our senior executives.

Under the letter’s express terms, Ms. Mayer’s cash incentive bonuses and equity awards are subject to the Company’s “clawback”
policies as in effect from time to time.

Ken Goldman.  In September 2012, the Company entered into an employment offer letter with Mr. Goldman to serve as our Chief
Financial Officer. The letter has no specified term, and Mr. Goldman’s employment with the Company is on an at-will basis. The letter provides
that Mr. Goldman will receive an annual base salary of $600,000 and be eligible for an annual bonus under the Company’s Executive Incentive
Plan with a target amount of 90 percent of base salary. Both base salary and bonus are subject to annual review. Mr. Goldman is also eligible
to participate in the benefit programs generally available to senior executives of the Company and is entitled to 20 days of vacation per year.

The letter provides for Mr. Goldman to receive the following equity awards, all of which have been granted:
 

 
•  Restricted Stock Units (Vesting Over Four Years).  Mr. Goldman’s recruitment RSUs had a target valuation of $6 million and

were granted on October 25, 2012 soon after he joined Yahoo. One-fourth (1/4) of the award vested on the first anniversary
of grant, and the remainder is vesting in 36 equal monthly installments through the fourth anniversary of grant.

 

 

•  Performance Stock Options (Vesting Over Three Years).  Mr. Goldman’s recruitment award of performance-based stock
options had a total target valuation of $6 million and three performance periods: full years 2013, 2014 and 2015. Each
tranche was scheduled to vest shortly after the end of its performance period. All of the options were granted on
November 29, 2012 with an exercise price of $18.87 per share (equal to the closing market price of our common stock on the
date of grant) and a maximum term of seven years. The overall number of options (which were evenly distributed among the
tranches) was determined by dividing the target value by the fair value of our employee stock options on the grant date. Each
performance tranche appears in our compensation tables separately as though it were a separate award granted on the date
its goals were set (which was March 6, 2015, in the case of the 2015 tranche), as required by SEC rules.

 

 
•  One-Time Make-Whole Award (Vesting Over One Year).  Mr. Goldman was also granted 76,000 RSUs on October 25, 2012

to make up for compensation from his previous employer that he forfeited by accepting employment with Yahoo. These
RSUs vested in 12 equal monthly installments following the date of grant.

Mr. Goldman’s cash incentive bonuses and equity grants are subject to the Company’s “clawback” policies as in effect from time to
time.
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Lisa Utzschneider.  In October 2014, the Company entered into an employment offer letter with Ms. Utzschneider to serve as our

SVP of Sales in the Americas. The letter has no specified term, and Ms. Utzschneider’s employment with the Company is on an at-will basis.
The letter provides for a base salary of $600,000 per year, a sign-on bonus of $1 million (which was paid in January 2015), and an annual
bonus target equal to 90 percent of base salary. Base salary and bonus are subject to annual review. The sign-on bonus was subject to pro-
rata repayment if Ms. Utzschneider resigned without good reason or was terminated for cause during the first 12 months of her employment.
Ms. Utzschneider is also eligible to participate in the benefit programs generally available to senior executives of the Company and is entitled to
20 days of vacation per year.

The letter also provides for Ms. Utzschneider to receive the equity awards described below, both of which have been granted.
 

 

•  Time-Based Restricted Stock Units (Vesting Over Four Years).  Ms. Utzschneider’s recruitment award of time-based RSUs
had a target valuation of $8 million and was granted on December 3, 2014, soon after she joined Yahoo. One-fourth (1/4) of
the award vested on November 18, 2015 (the anniversary of her first day of work) and the remainder is vesting in 36 equal
monthly installments thereafter.

 

 

•  Performance-Based Restricted Stock Units (Vesting Over Four Years).  Ms. Utzschneider’s recruitment award of
performance-based RSUs was granted on December 3, 2014 with a target valuation of $8 million and four performance
periods: full years 2015, 2016, 2017, and 2018. Each tranche is scheduled to vest shortly after the end of its performance
period and may vest up to 200 percent of target depending upon the Company’s performance. The shares subject to the
award are allocated among the tranches as follows: five-sixteenths (5/16) of the shares related to 2015 performance, one-
fourth (1/4) of the shares relate to 2016 performance, one-fourth (1/4) of the shares will relate to 2017 performance and
three-sixteenths (3/16) of the shares will relate to 2018 performance. Each performance tranche will appear in our
compensation tables separately as though it were a separate award granted on the date its goals are set (which was
March 6, 2015, in the case of the 2015 tranche), as required by SEC rules.

The overall number of shares subject to the time-based award, and the target number of shares subject to the performance-based award were
determined by dividing each award’s target valuation (as provided in the offer letter) by the closing market price of our common stock on the
grant date (December 3, 2014).

Ms. Utzschneider became an executive officer in connection with her July 2015 promotion to Chief Revenue Officer. As permitted by
SEC rules, the Summary Compensation Table above does not present compensation information for Ms. Utzschneider prior to 2015.

Ms. Utzschneider’s cash incentive bonuses and equity grants are subject to the Company’s “clawback” policies as in effect from time
to time.

Ronald S. Bell.  In May 1999, the Company entered into an employment offer letter with Mr. Bell. The letter has no specified term, and
Mr. Bell’s employment with the Company is on an at-will basis. The letter provides that any dispute related to the terms of the employment
relationship or its termination shall be settled by binding arbitration.

Mr. Bell’s cash incentive bonuses and equity grants are subject to the Company’s “clawback” policies as in effect from time to time.

The provisions of these employment letters relating to severance benefits are described in the section “Potential Payments Upon
Termination or Change in Control,” below.
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Equity Awards

The following section describes the equity awards listed in the Grants of Plan-Based Awards Table. Each of those awards was granted
under, and is subject to the terms of, our Stock Plan, which is administered by the Compensation Committee. The Compensation Committee
has authority to interpret the plan provisions and make all required determinations under the plan. This authority includes making required
proportionate adjustments to outstanding awards upon the occurrence of certain corporate events such as reorganizations, spin-offs, mergers
and stock splits, and making provision to ensure that any tax withholding obligations incurred in respect of awards are satisfied. Awards
granted under the Stock Plan are generally not transferable, except to a beneficiary upon the grantee’s death. However, the Compensation
Committee may establish procedures for the transfer of awards to other persons or entities, provided that such transfers comply with applicable
securities laws.

Under the terms of the Stock Plan, a change in control of Yahoo does not automatically trigger vesting of the awards then outstanding
under the plan. If there is a change in control of Yahoo, each Named Executive Officer’s outstanding awards granted under the plan will
generally be assumed by the successor company, unless the Compensation Committee provides that the award will not be assumed and will
become fully vested and, in the case of options, exercisable. Any options that are vested at the time of the change in control (including options
that become vested in connection with the change in control) generally must be exercised within 30 days after the optionee receives notice of
the acceleration.

Performance Options.  The performance options granted to each of Ms. Mayer and Mr. Goldman in connection with their recruitment
by the Company in 2012 are described above in the section “—Employment Agreements and Recruitment Grants.” Although all of the
performance options were granted in 2012, their 2015 tranches appear in our compensation tables separately as though they were granted on
the date their goals were set (March 6, 2015), as required by SEC rules. For a discussion of the options’ 2015 performance metrics and goals,
see “2015 Executive Compensation Program—Long-Term Incentive Equity Awards—Determination of Vesting of 2012 Performance Options” in
the CD&A. On March 4, 2016 the Compensation Committee determined that, based on the Company’s performance over full-year 2015, the
options’ 2015 performance tranches would vest at 47 percent of target.

Performance RSUs.  In February 2013, February 2014, and March 2015, we granted awards of performance-based RSUs to
Ms. Mayer, Mr. Goldman, and Mr. Bell as part of the Company’s annual grant process, and in August 2015 we granted a performance-based
RSU award to Ms. Utzschneider in connection with her promotion to Chief Revenue Officer. Each award to Ms. Mayer has three annual
performance periods (beginning with the year in which the award was granted), and the awards granted to each of the other Named Executive
Officers have four annual performance periods (beginning with the year in which the award was granted).

Each annual performance tranche covers a full fiscal year, and is scheduled to vest shortly after the end of the year. Each award’s total
target number of shares is evenly distributed among its tranches, and each tranche may vest up to 200 percent of target depending upon the
Company’s performance. Each performance tranche will appear in our compensation tables separately as though it were a separate award
granted on the date its goals were set (which was generally March 6, 2015, in the case of the 2015 tranches), as required by SEC rules.

The Performance RSUs granted to Ms. Utzschneider in connection with her recruitment by the Company in 2014 are described above
in the section “—Employment Agreements and Recruitment Grants.”

For a discussion of the performance metrics and goals applicable to all of our performance RSUs’ 2015 tranches, see “2015 Executive
Compensation Program—Long-Term Incentive Equity Awards” in the CD&A. On March 4, 2016 the Compensation Committee determined that
the 2015 tranches of the Named Executive Officers’ performance RSUs would vest at 14 percent of target, based on the Company’s 2015
performance.

Time-Based RSUs.  In March 2015, we granted each of Ms. Mayer, Mr. Goldman, and Mr. Bell an award of time-based RSUs as part
of the Company’s annual grant process, and in August 2015 we granted Ms. Utzschneider an award of time-based RSUs in connection with her
promotion to Chief Revenue Officer. The award to Ms. Mayer was scheduled to vest over three years in 36 equal monthly installments, and the
awards to Mr. Goldman, Mr. Bell and Ms. Utzschneider were scheduled to vest over four years in 48 equal monthly installments.
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Upon vesting, each of the RSUs described above is payable in shares of the Company’s common stock on a one-for-one basis.

Vesting of each of the options and RSUs described above is generally subject to the executive’s continued employment with the Company
through the applicable vesting date, subject to accelerated vesting in certain circumstances. Refer to “Potential Payments upon Termination or
Change in Control” below for information on the severance and change-in-control provisions applicable to the equity awards granted to the
Named Executive Officers in 2015.

Non-Equity Incentive Plan Awards

Each of the “non-equity incentive plan awards” reported in the Grants of Plan-Based Awards Table was granted under, and is subject
to the terms of, our Executive Incentive Plan. Please see the discussion in the CD&A under the heading “2015 Executive Compensation
Program—2015 Annual Cash Bonuses under the Executive Incentive Plan” for a description of the material terms of awards granted under our
Executive Incentive Plan for 2015.

Ms. Utzschneider became an executive in connection with her July 2015 promotion to Chief Revenue Officer. Prior to that time she
was a participant in the Company’s bonus plan for lower level employees, the Yahoo Incentive Plan for Excellence and Execution (or “YIPEE”).
Following her promotion, the Compensation Committee designated Ms. Utzschneider as a participant in the Executive Incentive Plan rather
than the YIPEE, at the same target bonus level that applied under the YIPEE (90 percent of base salary), and confirmed that her bonus under
the Executive Incentive Plan for 2015 would be determined as though she had been a participant in that plan for the entire year. Her base
salary level was left unchanged ($600,000 per year).

Outstanding Equity Awards at Year-End—2015
  

The following table presents outstanding equity awards held by the Named Executive Officers at the end of 2015, after giving effect to
determinations of our 2015 performance (which means the portions of our performance-based options and RSUs that were forfeited as a result
of our 2015 performance determinations are treated as not outstanding for purposes of this table, while the portions that vested upon such
performance determinations (which were made in March 2016) are treated as being subject only to time-based vesting conditions at year-end
2015). Vesting of the unvested awards shown below is generally conditioned upon the Named Executive Officer’s continuous employment
through the applicable vesting date, but is subject to acceleration on certain terminations of the executive’s employment as described in the
section “Potential Payments upon Termination or Change in Control,” below.

As required by SEC rules, if a performance-based award has multiple performance periods, the portion (or “tranche”) relating to each
period is treated as a separate grant, which is not considered to be outstanding until its goals are established. As of December 31, 2015, we
had not established goals for the post-2015 tranches of the performance RSUs and performance options; accordingly those awards’ 2016,
2017, and 2018 performance tranches are not presented below.
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  Option Awards      Stock Awards

Name  

Number of
Securities
Underlying

Unexercised
Options

(#)
Exercisable   

Number of
Securities
Underlying

Unexercised
Options

(#)(1)
Unexercisable  

Equity
Incentive

Plan
Awards:

Number of
Securities
Underlying

Unexercised
Unearned
Options

(#)  

Option
Exercise

Price
($)   

Option
Expiration

Date       

Number
of

Shares
or

Units of
Stock
that

Have
Not

Vested
(#)(1)   

Market
Value

of Shares
or

Units of
Stock
that

Have
Not

Vested
($)(2)   

Equity
Incentive

Plan
Awards:
Number

of
Unearned
Shares,
Units or
Other
Rights

that Have
Not

Vested
(#)  

Equity
Incentive

Plan
Awards:
Market

or
Payout
Value of

Unearned
Shares,
Units or
Other
Rights

that
Have Not
Vested

($)

Marissa A. Mayer          379,748(3)   12,630,418    
         16,257(4)   540,708    
         13,656(5)   454,185    
         60,653(6)   2,017,319    
         7,278(5)   242,077    
         103,591(7)   3,445,437    
         6,446(5)   214,385    
  376,383      18.87    11/29/2019        
  1,384,148    357,922(8)    18.87    11/29/2019        

Ken Goldman          75,256(9)   2,503,015    
         28,450(10)   946,247    
         3,414(5)   113,546    
         21,120(11)   702,451    
         1,365(5)   45,391    
         28,056(12)   933,143    
         1,209(5)   40,199    
  561,444    197,350(8)    18.87    11/29/2019        

David Filo(13)            

Lisa Utzschneider          116,017(14)   3,858,725    
         6,961(5)   231,521    
         136,044(15)   4,524,823    
         5,194(5)   172,762    

Ronald S. Bell          42,674(10)   1,419,337    
         5,121(5)   170,317    
         5,000(16)   166,300    
         21,120(11)   702,451    
         1,365(5)   45,391    
         28,056(12)   933,143    

                        1,209(5)   40,199      
 

 
(1) In accordance with the terms and conditions applicable to the award, each award reported in these columns generally is subject to

early termination in connection with certain terminations of the award holder’s employment and to acceleration in certain circumstances
as described under “Potential Payments Upon Termination or Change in Control,” below.

 

 (2) Value is based on the closing price of Yahoo common stock of $33.26 per share on December 31, 2015, as reported on Nasdaq.
 

 (3) One-half of these RSUs will vest on July 26, 2016 and the remainder will vest on July 26, 2017.
 

 (4) One-half of these RSUs vested on January 28, 2016 and the remainder vested on February 28, 2016.
 

 (5) These performance-based RSUs vested on March 4, 2016 upon the Compensation Committee’s certification of our full-year 2015
performance for purposes of this award.

 

 (6) One-fourteenth (1/14) of these RSUs will vest on the 27th day of each month, from January 27, 2016 through February 27, 2017.
 

 (7) One-twenty-seventh (1/27) of these RSUs will vest on the 6th day of each month, from January 6, 2016 through March 6, 2018.
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 (8) These performance-based options vested on January 26, 2016 and became exercisable on March 4, 2016 upon the Compensation
Committee’s certification of our full-year 2015 performance for purposes of this award.

 

 (9) One-tenth (1/10) of these RSUs will vest on the 25th day of each month, from January 25, 2016 through October 25, 2016.
 

 (10) One-fourteenth (1/14) of these RSUs will vest on the 28th day of each month, from January 28, 2016 through February 28, 2017.
 

 (11) One-twenty-sixth (1/26) of these RSUs will vest on the 27th day of each month, from January 27, 2016 through February 27, 2018.
 

 (12) One-thirty-ninth (1/39) of these RSUs will vest on the 6th day of each month, from January 6, 2016 through March 6, 2019.
 

 (13) Mr. Filo had no outstanding equity awards at year-end 2015.
 

 (14) One-thirty-fifth (1/35) of these RSUs will vest on the 18th day of each month, from January 18, 2016 through November 18, 2018.
 

 (15) One-forty-fourth (1/44) of these RSUs will vest on the 27th day of each month, from January 27, 2016 through August 27, 2019.
 

 (16) These RSUs vested on February 27, 2016.

Options Exercised and Stock Vested—2015
  

The following table shows how many stock options our Named Executive Officers exercised, and how many shares of stock vested for
them, during 2015. All of the stock vesting events relate to RSUs. This table also shows the aggregate value our Named Executive Officers
realized from such option exercises and RSU vesting events.
 
   Option Awards    Stock Awards  

Name   

Number of
Shares

Acquired
on Exercise

(#)    

Value Realized
on Exercise

($)(1)    

Number of
Shares Acquired

on Vesting
(#)    

Value Realized
on Vesting

($)(2)  
Marissa A. Mayer    447,000     12,292,639     597,668     23,611,128  
Ken Goldman    30,000     737,370     151,324     5,965,670  
David Filo    0     0     0     0  
Lisa Utzschneider    0     0     55,458     1,824,457  
Ronald S. Bell    0     0     88,598     3,602,195  
 

 (1) In the case of options, “value realized” equals the difference between the exercise price and the market price of our common stock at
exercise, multiplied by the number of exercised options.

 

 
(2) In the case of stock awards, “value realized” equals the closing price of our common stock on the vesting date (or the prior trading day,

in the case of weekend or holiday vesting events), as reported by Nasdaq, multiplied by the number of vested shares (including shares
withheld by us to cover tax withholding for these awards).
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Potential Payments Upon Termination or Change in Control
  

The following sections describe the benefits that may become payable to our Named Executive Officers in connection with a
termination of their employment with the Company and/or a change in control of the Company under arrangements in effect on December 31,
2015.

Executive Severance Agreements
In February 2013, the Compensation Committee authorized us to enter into agreements regarding severance benefits with Ms. Mayer,

Mr. Goldman, and Mr. Bell. In August 2015 the Compensation Committee authorized us to enter into a similar agreement with
Ms. Utzschneider. We refer to these agreements as executive “Severance Agreements.”

Pursuant to the Severance Agreements, if the executive’s employment is terminated by the Company without cause (as defined in the
agreement), the executive will be entitled to a severance benefit consisting of:
 

 •  one year of base salary;
 

 •  one year’s target annual bonus;
 

 •  if the termination occurs after the end of a fiscal year and before the Company’s bonus payments for that fiscal year, the
executive’s bonus for the completed fiscal year; and

 

 •  payments equal to the premiums required to continue medical benefits under COBRA for up to twelve months after
termination.

 

 •  The executive will also have six months to exercise any vested Company stock options.

In addition, in the case of Mr. Goldman and Mr. Bell, the Severance Agreements amended their time-based stock options and time-based
RSUs granted prior to the date of the Severance Agreements to provide that if the executive’s employment is terminated by the Company
without cause, or due to his death or disability, any annual “cliff” installment scheduled to vest within six months following such termination will
vest on the termination date (except that any more-favorable acceleration terms of the underlying award will be respected). The recruitment
grants we made to Ms. Mayer and Ms. Utzschneider already included provisions regarding accelerated vesting (as described under “—Equity
Awards,” below), so no corresponding amendments were included in their respective Severance Agreements. The Severance Agreements do
not affect the Company’s Change-in-Control Severance Plans; if applicable in the circumstances of his or her termination, each executive will
be entitled to benefits under the applicable Change-in-Control Severance Plan if greater than under the Severance Agreement.

In April 2016, the Compensation Committee amended the Severance Agreements to provide that, if the executive is terminated without
cause, any time-based vesting event scheduled within six months after his or her termination date will accelerate. Previously, such acceleration
generally applied only to annual cliffs within that same six-month period. Given that the Company has generally moved to monthly vesting
rather than annual cliff vesting for new time-based equity awards over the past three years since the Severance Agreements were approved,
the amendment was motivated by a desire to preserve the originally intended benefit level in the new context.

In each case, the executive’s right to receive benefits under the Severance Agreement is conditioned on the executive’s executing and
not revoking a release of claims in favor of the Company and complying with the executive’s obligations under any confidentiality, proprietary
information and assignment of inventions, or similar agreement with the Company.

Each Severance Agreement provides that if any payment or benefit received or to be received by the executive (pursuant to the
Severance Agreement or otherwise) would be subject to the excise tax imposed by Section 4999 of the Internal Revenue Code, then the
executive’s benefits will be reduced to the extent necessary to avoid such tax, but only if a reduction in benefits would result in the executive
receiving a higher net (after-tax) payment than if his or her benefits were not reduced. The estimates included below under “Estimated
Severance and Change-in-Control Benefits” are presented assuming that no such reduction in benefits would be required.
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Change-in-Control Severance Plans

As noted in the CD&A, the Compensation Committee maintains two Change-in-Control Severance Plans that, together, cover all full-
time employees of the Company, including each of the Named Executive Officers.

The Change-in-Control Severance Plans provide that if an eligible employee’s employment with the Company is terminated by the
Company without cause or by the employee for good reason (as these terms are defined in the applicable Change-in-Control Severance Plan)
within one year after a change in control of the Company, the employee will generally be entitled to receive the following severance benefits:
 

 
•  Continuation of the employee’s annual base salary, as severance pay, over a designated number of months following the

employee’s severance date. The number of months will range from four months to 24 months, depending on the employee’s
job level;

 

 •  Reimbursement for outplacement services for 24 months following the employee’s severance date, subject to a maximum
reimbursement that ranges from $3,000 to $15,000, depending on the employee’s job level;

 

 •  Continued medical group health and dental plan coverage for the period the employee receives severance pay; and
 

 
•  Accelerated vesting of all stock options, RSUs, and any other equity-based awards previously granted or assumed by the

Company and outstanding as of the severance date (unless otherwise set forth in the applicable award agreement for
awards made after February 12, 2008).

The number of months used to calculate the severance benefit under the Change-in-Control Severance Plans for each Named
Executive Officer is 24 months and the outplacement benefit applicable to each Named Executive Officer is $15,000. The plans do not provide
tax gross-ups for potential excise or other taxes on the benefits that may be paid.

Each eligible employee will be entitled to the greater of (a) the severance payments and benefits pursuant to the Change-in-Control
Severance Plans, or (b) the severance benefits under any severance agreement between such employee and the Company (if applicable).

Payment of the foregoing severance benefits is conditioned upon the employee’s execution of a release of claims in favor of the
Company and compliance with the employee’s confidentiality, proprietary information and assignment of inventions obligations to the Company.

A “change in control” would generally be triggered under the Change-in-Control Severance Plans by a person or group of persons
acquiring more than 40 percent of the Company’s voting stock, consummation of certain mergers and other transactions where the Company’s
shareholders own less than 50 percent of the surviving entity, a liquidation of the Company, or consummation of a sale of all or substantially all
of the Company’s assets. In April 2016, our Board of Directors amended the plans to clarify that a sale of all or substantially all of the
Company’s operating business would constitute a “change in control” for purposes of the plans.

Each Change-in-Control Severance Plan provides that if benefits payable under the plan to a participant would be subject to the excise
tax imposed by Section 4999 of the Internal Revenue Code, then the participant’s benefits will be reduced to the extent necessary to avoid
such tax, but only if a reduction in benefits would result in the participant receiving a higher net (after-tax) payment than if the participant’s
benefits were not reduced. The estimates included below under “Estimated Severance and Change-in-Control Benefits” are presented
assuming that no such reduction in benefits would be required.
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Equity Awards

Severance Provisions in Executive Equity Awards Generally.  Under the 2013, 2014, and 2015 annual award agreements, as well
as under Ms. Utzschneider’s recruitment awards and promotion awards, if the executive’s employment is terminated by the Company without
cause, or due to his or her death or disability—
 
 •  Time-Based RSUs:  any annual cliff installment of a time-based RSU that is scheduled to vest within six months following

such termination will vest on the termination date;
 

 
•  Performance-Based RSUs:  if the termination occurs in the latter half of a performance period, the shares eligible to vest for

such period will be pro-rated based on months worked in the period and will vest based on performance when the period is
complete; and

 

 
•  Front-Loaded RSUs:  if the award was originally intended to represent more than one year’s worth of annual grants, the

shares otherwise vesting pursuant to the above two bullets will be divided by the number of years the award was intended to
represent and the quotient will vest.

Outstanding equity awards granted to Mr. Bell prior to 2013 will be subject to accelerated vesting under his Severance Agreement. In
April 2016, the six-month acceleration previously applicable to annual cliff installments of time-based RSUs as described above was made
applicable to all time-based vesting events during such six-month period. See “—Executive Severance Agreements,” above.

Ms. Mayer’s Recruitment Grants.  With respect to the “retention” awards of RSUs and performance-based options granted to
Ms. Mayer in 2012 (see “—Employment Agreements and Recruitment Grants,” above), her employment offer letter and the award agreements
provide that if her employment is terminated by the Company without cause, by Ms. Mayer for good reason, or due to Ms. Mayer’s death or
disability, any portions of the awards that are scheduled to vest within six months after such termination will fully vest, subject, in the case of her
stock options, to meeting the applicable performance criteria.

Mr. Goldman’s Recruitment Grants.  The performance options and RSUs awarded to Mr. Goldman in 2012 (see “—Employment
Agreements and Recruitment Grants,” above) provide that if his employment is terminated without cause (or, in the case of the performance
options, due to his death or disability), any portions of the awards that are scheduled to vest within six months after such termination will fully
vest, subject, in the case of his stock options, to meeting the applicable performance criteria.

Change in Control.  Under the terms of our Stock Plan, if there is a change in control of Yahoo, each Named Executive Officer’s
outstanding awards will generally be assumed by the successor company, unless the Compensation Committee provides that the award will
not be assumed and will become fully vested and, in the case of options, exercisable. A change in control of Yahoo would not automatically
trigger vesting of the awards then outstanding under the plan.

Our Named Executive Officers’ Equity Awards generally include a double-trigger acceleration condition (under which acceleration
requires both a change in control and a qualifying termination of employment within one year thereafter) similar to the double-trigger
acceleration provision in the Change-in-Control Severance Plan; these equity awards also have language that excludes the awards from the
Change-in-Control Severance Plan. The terms of each of our Named Executive Officers’ awards provide that if we terminate the executive’s
employment without cause or if the executive resigns for good reason, in either case within one year after a change in control of the Company,
then the entire unvested portion of the award will vest in full (at target in the case of performance-based awards); provided, however, that such
acceleration is capped for purposes of the equity awards granted to our Named Executive Officers in March 2016 (see “Material Compensation
Committee Actions After 2015” in the CD&A for more information about these awards generally). For the March 2016 time-based awards, such
acceleration is capped at the number of shares otherwise scheduled to vest during the 24 months following the termination, and for the March
2016 performance-based awards, such acceleration is capped at the target number of shares for the performance year in which the termination
occurs and the immediately following performance year, if any. In April 2016, the Compensation Committee amended our Named Executive
Officers’ outstanding awards to clarify that a sale of all or substantially all of the Company’s operating business would constitute a “change in
control” for purposes of the awards.
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Estimated Severance and Change-in-Control Benefits

Severance Benefits.  The following table presents the Company’s estimate of the benefits to which each of our Named Executive
Officers would have been entitled under the arrangements described above if his or her employment had been terminated by the Company on
December 31, 2015 without cause (or, as to some benefits, by the executive for good reason), and not in connection with a change in control of
the Company.
 

Name  

Cash
Severance

($)   

Continuation of
Health Benefits

($)   

RSU
Acceleration

($)(1)   

Option
Acceleration

($)(2)   
Total
($)  

Marissa A. Mayer   3,000,000    26,324    910,592    5,150,498    9,087,414  
Ken Goldman   1,140,000    26,324    1,700,850    2,839,867    5,707,041  
David Filo(3)   0    0    0    0    0  
Lisa Utzschneider   1,140,000    26,324    404,242    0    1,570,566  
Ronald S. Bell   1,140,000    26,324    294,418    0    1,460,742  
 

 

(1) This column reports the intrinsic value of the unvested portions of the executive’s RSUs that would accelerate in the circumstances
described above (including post-termination performance-based vesting). This value is calculated by multiplying $33.26 (the closing
price of our common stock as reported by Nasdaq on December 31, 2015, the hypothetical acceleration date) by the number of units
subject to the accelerated portion of the award.

 

 

(2) This column reports the intrinsic value of the portions of the executive’s unvested stock options (all of which are performance-based)
that would accelerate in the circumstances described above (including post-termination performance-based vesting). This value is
calculated by multiplying (a) the amount by which $33.26 (the closing price of our common stock as reported by Nasdaq on
December 31, 2015, the hypothetical acceleration date) exceeds the exercise price of the option, by (b) the number of shares subject
to the accelerated portion of the option.

 

 (3) As a founder of the Company with a significant equity stake, Mr. Filo is not party to a Severance Agreement.
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Change-in-Control Severance Benefits.  The following table presents the Company’s estimate of the severance benefits to which

each of our Named Executive Officers would have been entitled under the arrangements described above if his or her employment had been
terminated by the Company without cause (or, as to some benefits, by the executive for good reason) on December 31, 2015, and assuming
for purposes of this illustration that such date was within 12 months after a hypothetical change in control of the Company.
 

Name  

Cash
Severance

($)(1)   

Continuation of
Health Benefits

($)(1)   

Outplacement
Benefits

($)   

RSU
Acceleration

($)(2)(4)   

Option
Acceleration

($)(3)(4)   
Total
($)  

Marissa A. Mayer   3,000,000         26,324    15,000    29,930,208    21,917,049    54,888,581  
Ken Goldman   1,200,000    54,227    15,000    8,828,036    6,042,275    16,139,538  
David Filo   2    54,227    15,000    0    0    69,229  
Lisa Utzschneider   1,200,000    54,227    15,000    18,611,598    0    19,880,825  
Ronald S. Bell   1,200,000    54,227    15,000    7,775,456    0    9,044,683  
 

 

(1) The Severance Agreements provide that each executive will be entitled to either the cash severance and health benefit continuation
payments provided under his or her Severance Agreement or under the Change-in-Control Severance Plan (if applicable), whichever is
greater. Amounts in the “Cash Severance” and “Continuation of Health Benefits” columns for Ms. Mayer reflect benefits under her
Severance Agreement.

 

 
(2) This column reports the intrinsic value of the unvested portions of the executive’s RSUs that would accelerate in the circumstances

described above. This value is calculated by multiplying $33.26 (the closing price of our common stock as reported by Nasdaq on
December 31, 2015, the hypothetical acceleration date) by the number of units subject to the accelerated portion of the award.

 

 

(3) This column reports the intrinsic value of the portions of the executive’s unvested stock options that would accelerate in the
circumstances described above. This value is calculated by multiplying (a) the amount by which $33.26 (the closing price of our
common stock as reported by Nasdaq on December 31, 2015, the hypothetical acceleration date) exceeds the exercise price of the
option by (b) the number of shares subject to the accelerated portion of the option.

 

 

(4) This presentation assumes that equity awards outstanding under the Stock Plan would be substituted for, assumed, or otherwise
continued following a change in control transaction. If the awards were not substituted for, assumed, or otherwise continued following a
change in control transaction (that is, the awards were to be terminated in connection with the transaction), they would generally
accelerate and become fully vested. In these cases, the value of the accelerated equity award vesting would, for each Named
Executive Officer and assuming that the change in control and termination of the awards occurred on December 31, 2015, be the same
as the accelerated vesting value set forth above for the Named Executive Officer under the “RSU Acceleration” and “Option
Acceleration” columns of the table. In those circumstances, there would be no additional accelerated vesting value with respect to such
equity awards in connection with a severance event to the extent the awards accelerated upon the change in control event.
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Audit and Finance Committee Report
Management is responsible for the Company’s internal controls and the financial reporting process. PricewaterhouseCoopers LLP, the

Company’s independent registered public accounting firm, is responsible for performing an independent audit of the Company’s consolidated
financial statements and internal control over financial reporting in accordance with the auditing standards of the Public Company Accounting
Oversight Board (United States) and to issue a report thereon. The Audit Committee’s responsibility is to monitor and oversee these processes.

During 2015, the Audit Committee met with representatives of PricewaterhouseCoopers LLP, the senior members of the Company’s
financial management team and the Company’s head of internal audit in separate private sessions to discuss any matters that the Audit
Committee, PricewaterhouseCoopers LLP, the head of internal audit or senior members of the Company’s financial management team believed
should be discussed privately with the Audit Committee. The Audit Committee’s agenda is established by the Audit Committee’s chair and
senior members of the Company’s financial management team. The Audit Committee has reviewed and discussed with management and
PricewaterhouseCoopers LLP the audited consolidated financial statements in the Company’s 2015 Form 10-K. Management represented to
the Audit Committee that the Company’s consolidated financial statements were prepared in accordance with generally accepted accounting
principles. The Audit Committee has discussed with PricewaterhouseCoopers LLP the matters required to be discussed by Auditing Standard
No. 16, Communications with Audit Committees.

PricewaterhouseCoopers LLP also provided to the Audit Committee the written disclosures and the letter required by applicable
requirements of the Public Company Accounting Oversight Board regarding the independent registered public accounting firm’s
communications with the Audit Committee concerning independence. The Audit Committee discussed with PricewaterhouseCoopers LLP that
firm’s independence and considered whether the non-audit services provided by PricewaterhouseCoopers LLP are compatible with maintaining
their independence.

Based on the Audit Committee’s discussions with management and PricewaterhouseCoopers LLP, and the Audit Committee’s review
of the Company’s audited consolidated financial statements, representations of management and the report of PricewaterhouseCoopers LLP to
the Audit Committee, the Audit Committee recommended that the Board include the audited consolidated financial statements in the
Company’s 2015 Form 10-K filed with the SEC.

Submitted by the Audit and Finance Committee
of the Company’s Board of Directors *

    Eric K. Brandt (Chair)
    Tor R. Braham
    Thomas J. McInerney

 

 

* Mr. Braham was appointed to the Audit Committee in April 2016. Mr. Brandt was appointed to the Audit Committee in March 2016 and
was appointed Chair of the Audit Committee in April 2016. Ms. James served as Chair of the Audit Committee during 2015 until her
resignation from the Audit Committee in April 2016. Prior to Mr. Brandt’s appointment to the Audit Committee, Mr. Webb served as a
member of the Audit Committee from February 2016 to March 2016 and Mr. Schwab served as a member of the Audit Committee
during 2015 until his resignation from the Board in February 2016.
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Fees for Services Rendered by Independent Registered Public
Accounting Firm

Set forth below are approximate fees (in millions) for services rendered by PricewaterhouseCoopers LLP, our independent registered
public accounting firm, for the fiscal years ended December 31, 2015 and 2014:
 
    2015   2014  
Audit Fees(1)   $ 5.7   $ 5.1  
Audit-Related Fees(2)    0.6    1.0  
Tax Fees(3)    0.4    0.7  
All Other Fees    —    —  

    
 

   
 

Total   $         6.7   $         6.8  
 

 

(1) Aggregate audit fees consist of fees billed or accrued for professional services rendered for the audit of Yahoo’s consolidated financial
statements and review of the interim condensed consolidated financial statements included in quarterly filings and services that are
normally provided by PricewaterhouseCoopers LLP in connection with statutory and regulatory filings or engagements, except those
not required by statute or regulation. Of the $5.7 million for 2015, $0.7 million relates to the suspended spin-off transaction.

 

 

(2) Audit-related fees consist of fees for services rendered during the fiscal year for assurance and related services that are reasonably
related to the performance of the audit or review of Yahoo’s consolidated financial statements and are not reported under “Audit Fees.”
These services include accounting consultations and due diligence in connection with mergers and acquisitions, attest services related
to financial reporting that are not required by statute or regulation, and consultations concerning financial accounting and reporting
standards.

 

 (3) Tax fees consist of fees for services rendered during the fiscal year for professional services related to federal, state and international
tax compliance and planning, tax advice, assistance with tax audits and appeals and advice related to mergers and acquisitions.

The Audit Committee is responsible for the compensation of our independent registered public accounting firm and oversees the audit
and non-audit fee negotiations associated with the Audit Committee’s appointment of PricewaterhouseCoopers LLP as our independent
registered public accounting firm.

Policy on Audit Committee Pre-Approval of Audit and Non-Audit Services Performed by the Independent
Registered Public Accounting Firm

The Audit Committee has adopted policies and procedures regarding pre-approval of permitted audit and non-audit services. Each
year, and as needed at other times during the year, (1) the independent registered public accounting firm will submit to the Audit Committee for
approval the terms, fees and conditions of the Company’s engagement of the independent registered public accounting firm to perform an
integrated audit of the Company’s consolidated financial statements, to attest to the Company’s internal control over financial reporting for the
applicable fiscal year, and to review the Company’s interim financial statements; and (2) management and the independent registered public
accounting firm will submit to the Audit Committee for approval a written pre-approval request of additional audit and non-audit services to be
performed for the Company during the year, including a budgeted range of fees for each category of service outlined in such request. The Audit
Committee has designated the Audit Committee Chair to have the authority to pre-approve interim requests for permissible services that were
not contemplated in the engagement letter or in pre-approval requests. The Audit Committee Chair may approve or reject any interim service
requests and shall report any interim service pre-approvals at the next regular Audit Committee meeting.

All services provided by PricewaterhouseCoopers LLP during the fiscal years ended December 31, 2015 and December 31, 2014
were approved by the Audit Committee.
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Related Party Transactions

Policies and Procedures for Approval of Related Party Transactions
  

The Audit Committee has adopted a written Related Party Transaction Policy (the “Policy”). The purpose of the Policy is to describe
the procedures used to identify, review, approve and disclose, if necessary, any transaction or series of transactions in which (1) the aggregate
amount involved will or may be expected to exceed $120,000 in any fiscal year, (2) the Company is a participant, and (3) a related person has
or will have a direct or indirect material interest. For purposes of the Policy, a related person is each member of the Board, each executive
officer, any nominee for director, any security holder known to the Company to own of record or beneficially five percent or greater of any class
of its voting securities or any immediate family member of any of the foregoing persons.

The General Counsel shall submit all related party transactions to the Audit Committee for its review and, if appropriate, approval or
ratification. In determining whether to approve or ratify a related party transaction, the Audit Committee may consider all relevant facts and
circumstances, including the following factors:
 
 •  the nature of the related person’s interest in the transaction;
 

 •  the material terms of the transaction, including the amount involved, the type of transaction and whether the terms are at
least as favorable to the Company as those available in arm’s length transactions;

 

 •  the relationship of the parties involved to the transaction and with each other;
 

 •  the materiality of the transaction to the Company;
 

 •  whether the transaction would interfere with the ability of a director or executive officer to act in the best interest of the
Company and its shareholders; and

 

 •  any other matters the Audit Committee deems appropriate.

Any member of the Audit Committee who has an interest in a transaction under discussion by the Audit Committee shall abstain from
voting on the approval of the related party transaction, but may, if requested by the Chair of the Audit Committee, participate in some or all of
the committee’s discussions about the transaction.
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Legal Proceedings
On April 22, 2015, a shareholder action captioned Cathy Buch v. David Filo, et al. was filed in the Delaware Court of Chancery against

Yahoo and certain of its current and former Board members. The complaint asserts both derivative claims, purportedly on behalf of Yahoo, and
class action claims, purportedly on behalf of the plaintiff and all similarly situated shareholders, relating to the termination of, and severance
payments made to, our former chief operating officer, Henrique de Castro. The plaintiff alleges that certain current and former Board members
breached their fiduciary duties by enabling or acquiescing in the payment of severance to Mr. de Castro, and by allowing Yahoo to make
allegedly false and misleading statements regarding the value of his severance. The plaintiff has also asserted claims against Mr. de Castro.
The plaintiff seeks to recoup the severance paid to Mr. de Castro, an equitable accounting, disgorgement in favor of Yahoo, monetary
damages, declaratory relief, injunctive relief, and an award of attorneys’ fees and costs. The Company has filed a motion to dismiss the action.

On January 27, 2016, a stockholder action captioned UCFW Local 1500 Pension Fund v. Marissa Mayer, et al., was filed in the U.S.
District Court for the Northern District of California against the Company, certain current and former officers of the Company, and certain current
and former directors of the Company. On April 29, 2016, the plaintiff filed an amended complaint. The amended complaint asserts derivative
claims, purportedly on behalf of Yahoo, for violations of the Investment Company Act of 1940, breach of fiduciary duty, unjust enrichment,
violations of Delaware General Corporation Law Section 124, and violations of California Business & Professions Code Section 17200. The
amended complaint seeks to rescind Yahoo’s employment contracts with the individual defendants because those defendants allegedly caused
Yahoo to operate illegally as an unregistered investment company. The plaintiff seeks disgorgement in favor of Yahoo, rescission, and an
award of attorneys’ fees and costs. In addition, the amended complaint asserts a direct claim against Yahoo for alleged violation of Delaware
General Corporation Law Section 124(1), based on the allegation that Yahoo has illegally operated as an unregistered investment company.
Pursuant to this claim, the plaintiff seeks injunctive relief preventing Yahoo from entering into any future contracts, including any contracts to
sell its assets. The Company plans to file a motion to dismiss the action.

 
 

No Incorporation by Reference
In Yahoo’s filings with the SEC, information is sometimes “incorporated by reference.” This means that we refer you to information

previously filed with the SEC that should be considered as part of the particular filing. As provided under SEC regulations, the Audit and
Finance Committee Report and the Compensation Committee Report contained in this proxy statement specifically are not incorporated by
reference into any other filings with the SEC and shall not be deemed to be “soliciting material,” or otherwise considered “filed” with the SEC
under the Exchange Act. In addition, this proxy statement includes several website addresses. These website addresses are intended to
provide inactive, textual references only. The information on those websites is not part of this proxy statement.

 
 
Annual Report to Shareholders

Our 2015 Annual Report has been mailed or made available to shareholders and is posted on our annual review website at
yahoo2015.tumblr.com. The Company will provide, without charge, a copy of our 2015 Annual Report (including the financial
statements and the financial statement schedules but excluding the exhibits thereto) upon the written request of any shareholder of
record or beneficial owner of our common stock. Requests can be made by writing to Investor Relations, Yahoo! Inc., 701 First
Avenue, Sunnyvale, California 94089, or by telephone request to (408) 349-3382.
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Other Matters
The Board has not received valid notice of any other business that will be presented at the annual meeting. If any other business is

properly brought before the annual meeting, all proxies that have been properly submitted will be voted in respect thereof as the proxyholders
may determine in their discretion.

It is important that proxies be returned promptly to ensure that shares are represented at the annual meeting. You are urged to submit
your proxy or voting instructions as soon as possible electronically over the Internet, by telephone or, if you received a printed copy of the proxy
materials, by marking, signing, dating, and returning the enclosed proxy card or voting instruction form in the postage-prepaid envelope
provided with your proxy materials.

By Order of the Board of Directors,
 

Ronald S. Bell
General Counsel and Secretary

Sunnyvale, California
May 23, 2016
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